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68%✓ of evaluations (**) of risk were conducted;

63%✓ of CMR files (**) were completed for an objective of 100% 
by mid 2009. 

The mobilization of the Rhodia Group in the area s of health, 
safety and the environment has translated into a very concrete 
commitment by managers in the field. In this regard, the “Safety” 
visits of the members of the Group’s executive committee, and 
safety visits from the upper management (“VSH”), made by the 
members of the management committees of Rhodia’s companies, 
have helped to raise awareness and increase the motivation of 
the teams. The average rate of VSH per member of the executive 
committees of the companies significantly increased in 2007, going 
from 7.6 in 2006 to 9.4 in 2007. 

Rhodia has numerous methods at its disposal, most of which are 
based on conduct to improve the application of good practices by 
employees with regard to safety. Thus, in 2007, 81.2%�  of staff 
became involved in a progress action in terms of health, safety or 

m

m

the environment. The development of actions in the domain of 
human and organizational factors (FHO) should be noted, a domain 
that enables Rhodia to maintain its performance levels at their 
current level or even to improve them. 

Fifty three  work-related illnesses, recognized in 2007 or susceptible 
of becoming recognized  (***), were identified in 2007. These illnesses 
were for the most part a consequence of past exposures.

Safety R esults
Since 2006, the Group has developed overall frequency rates that 
take into account all people working on its sites. This demonstrates 
its desire to treat all of those who are concerned by HSE problems 
in a uniform manner. 

In 2007, Rhodia began reporting more detailed results (provided two 
decimal places) that will make it possible to better assess progress 
made on safety indicators. 

(**) Arguments, risk evaluations and files refer to an “activity” (process or operating mode) implementing a CMR on a site (these concepts are defined in the glossary of 

the reporting procedure “Responsible c are®” of the Group DRC 06-01).

(**) Arguments, risk evaluations and files refer to an “activity” (process or operating mode) implementing a CMR on a site (these concepts are defined in the glossary of 

the reporting procedure “Responsible c are®” of the Group DRC 06-01).

(***) As defined in the Group’s internal procedure DRC 28 on the process for handling work-related illnesses. (***) As defined in the Group’s internal procedure DRC 28 on the process for handling work-related illnesses. 

2005 2006 2007
TF1 Personnel working on a Rhodia site (1) 0.9 0.7 0.67

TF2 Personnel working on a Rhodia site (2) 2.1 1.5 1.43

TF1 Rhodia personnel (3) 0.8 0.5 0.50

TF2 Rhodia personnel (4) 1.8 1.1 1.18

TG Rhodia personnel (5) 0.05 0.04 0.046
Work-related illnesses for Rhodia personnel 41 57 (10) 53 (10)

TF1 Temporary workers (6) 1.4 1.7 2.57

TF2 Temporary workers (7) 2.3 2.3 3.22

TF1 Outside companies (8) 1.1 1.2 0.82

TF2 Outside companies (9) 3.0 2.6 1.79
Number of deaths of Rhodia personnel, outside companies 
and temporary workers 0 0 1
(1) Frequency rate of accidents resulting in a work disruption of one full day (or more) in addition to the day of the accident, for Rhodia personnel, temporary workers 

and companies not belonging to the Group working on Rhodia sites measured in number of accidents per million of work hours 

(2) Frequency rate of accidents resulting or not in a work disruption, for the personnel of Rhodia, temporary workers and companies that do not belong to the Group 

working on Rhodia sites measured in number of accidents per million of work hours. 

(3) Frequency rate of accidents resulting in a work disruption of a full day (or more), in addition to the day of the accident, for Rhodia personnel, measured in the 

number of accidents per million of work hours.

(4) Frequency rate of accidents resulting or not in a work disruption for Rhodia personnel, measured in the number of accidents per million of work hours 

(5) Rate of seriousness of the work disruptions for Rhodia personnel, measured according to the number of work days lost per thousand hours of work 

(6) Frequency rate of accidents resulting in a work disruption of a full day (or more) in addition to the day of the accident, for temporary workers employed by the sites 

of the Rhodia Group, measured in the number of accidents per million of work hours.

(7) Frequency rate of accidents resulting or not in a work disruption for temporary workers employed by the sites of the Rhodia Group, measured in the number of 

accidents per million of work hours.

(8) Frequency rate of accidents resulting in a work disruption for companies not belonging to the Rhodia Group but working on Rhodia sites, measured in the number 

of accidents per million of work hours.

(9) Frequency rate of accidents resulting or not in a work disruption for companies not belonging to the Rhodia Group but working on Rhodia sites, measured in the 

number of accidents per million of work hours.

(10) Recognized or susceptible of recognition subsequently, as defined in the Group’s internal procedure (DRC 28) on the process of handling work-related illnesses.
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The Frequency rate TF1, which is the only rate widely reported by 
all industrial companies, has been less than one for three years, a 
level that places Rhodia among worldwide leaders in the chemistry 
industry with regard to work-place safety results.

The frequency rate TF2 (accidents with or without disruption) has 
clearly improved with respect to 2006 for personnel of companies 
working on the Group’s sites.

Nevertheless, it is with regret that the death of an individual from 
an external company occurred while setting up scaffolding on the 
Onsan site in South Korea.  .

17.1.3 INVESTMENTS IN HYGIENE, HEALTH 
AND SAFETY IN 2007

Investments in the field of hygiene, health and safety increased 
for the entire Group to €25.8 million in 2007, or an increase of 
4% compared to 2006.

17.1.4 D EVELOPING A R ICH 
AND  B  ALANCED C ORPORATE 
D IALOGUE

Regular dialogue with corporate partners is part of Rhodia’s culture. 
The Group’s management is mindful of notifying the representatives 
of its employees in total transparency, so that everyone can prepare 
better for any foreseeable changes. This approach helps to promote 
the concept of the corporate partners’ responsibility and all parties’ 
capacity for commitment 

Recently, this shared culture has made possible the signing, in 
2003, of a management planning agreement and in 2004, that 
of a method agreement that established a strategic dialogue. The 
spirit of the management planning agreement and the method 
agreement was called up in 2007 to help in the negotiation and 
then the signing in March of an agreement that supplements the 
system for detecting future job problem through early detection. 
This agreement also sets up legal and regulatory procedures.

Corporate partners are also taking part at the French and European 
level, in project tracking commissions involving the outsourcing of 
the administrative portion of the human resources department. 

In 2007, the following were also signed:  

an amendment to its agreement on labor union law ; 

an agreement creating an Economic and Social Unit (UES) 
among all French subsidiaries of the Group, and a supplemental 
agreement creating its Central Enterprise Committee (CCE), in 
order to give more prominence to relations with the various 
levels of personnel representation. 

m

m

Lastly, the first world-wide corporate and environmental 
responsibility agreement that had been signed in 2005, with the 
International Federation of Chemical, Energy, Mine and General 
Workers’ Unions (ICEM) was updated and renewed in 2008 
(see chapter 5.3.1.3, “A global commitment to corporate and 
environmental responsibility”, of this reference document).  

17.1.5 D EVELOPING S KILLS 
AND  E NCOURAGING THE I N-H OUSE 
P ROMOTION OF E MPLOYEES 

Rhodia considers the development of its employees as a key factor 
of success. This involves outside and in-house training sessions, 
but also simulations of work situations; in this case, the employee 
is given a project responsibility or a job different from his normal 
work, on the same site or at another site, or even in another country; 
managers are encouraged to promote this dynamic type of situation 
particularly through progression and succession plans (PPS).

As the Group has evolved its behavioral skills model (result-
oriented, customer-oriented, initiative, foresight and global vision, 
openness, enthusiasm, team performance, proactive cooperation, 
self-knowledge, impact and influence, development of others) in 
order to adapt it to new challenges, in 2007, it consolidated the 
deployment of the training program “to observe and develop Rhodia 
behavioral skills”. 1,800 people have already been trained since 2006. 
Moreover, in 2007, the 300 top executives of the group attended a 
five-day development program aimed at preparing Rhodia 2010, 
and which drew upon leadership, cooperation, team development 
and strategy. Ambitious programs were launched in Latin America 
and Asia, aimed at better preparing local leaders for their role in 
the development of employees . 

Consistent with the evolution of the skills model, the annual refresher 
course has also been adjusted to reinforce the development part of 
skills. A training session in e-learning was developed to promote 
its distribution.

The employability of its employees is also a significant objective 
of the Group. 

The early management agreement of professions, jobs and skills, 
signed in 2003, represented a true cultural leap, and its assimilation 
at the operational unit level has started. The Group is convinced 
of the importance of this policy and continues its efforts in order 
to promote it. 
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17.1.5.1 GETTING THE M OST 
O UT OF T RAINING

In 2007, Rhodia pursued the implementation of a worldwide vision 
of training priorities separated by professional groups.  

Among the key programs of 2007 were: 

industrial group: human and organizational factors of safety 
(behavioral approach), training in the new REACH regulations 
in Europe ; 

operating excellence: the deployment of the Six Sigma program 
was extended as a result of the involvement of in-house 
instructors;

commercial & marketing group: as a supplement of training 
sessions on project management and innovation and training 
sessions on commercial performance, an ambitious program of 
training in marketing within the framework of innovation, and 
a training session on the “voice of customer” was developed and 
is in the process of being deployed; 

integration internship at Rhodia for new employees upon their 
arrival; 

training to achieve mastery of SAP. 

In 2007, 71% of Rhodia’s employees worldwide benefited from a 
training session (percentage stable with respect to 2006), but the 
number of average hours of training went from 20 hours in 2006 to 
23.5 hours in 2007 (28 hours for managers and 22 hours for other 
employee categories) 

(in euros) 2005 2006 2007
Training investment indicator per 
person 324 317 357

The average investment per person increased from €317 in 2006 
to €357 in 2007, as a result of an optimization of the training 
budget.

17.1.5.2 PROMOTING S TAFF M OBILITY  
Rhodia promotes the internal mobility of its staff by the coordinated 
and international management of its professional groups. This 
process is headed by the human resource networks of the Group 
at the country level for non-managers, and at the worldwide level 
and by geographic zones for managers. The “career opportunities” 
tab on the Group’s Intranet enables everyone to consult the jobs 
available within the Group and to convey their interest in potential 
promotions. Workers, employees, technicians and supervisors 

m

m

m

m

m

(OETAMs) benefit from an internal agency for promotion and 
recruitment in France. The purpose of this agency is to list available 
jobs and give preference to promoting employees within the Group 
in France. The agency has helped to implement the approach at 
the country level by and effectively as an internal and external 
recruitment office. 

Internal mobility: confirmation of a positive 
trend
Ten percent  of managers have benefited from internal promotions, 
which confirms the positive trend that began in 2002.

2005 2006 2007
Internal mobility 17% 10% 10%

Geographical mobility
Rhodia has given preference to hiring managers locally, which 
reduces the number of expatriates, that has now stabilized at 
around 0.4% of all employees.

In 2007, the number of expatriates remained almost stable. 
“Opportunity +”-type expatriations have increased, which provides 
the development of an international culture for  potential leaders 
and above all short-term assignments abroad have significantly 
increased. This is closely related to investments in Asia.

2004 2005 2006 2007
Number 
of expatriates, 
of “ opportunity 
missions” and short-
term job assignments 121 111 137 132

Moreover,  mobility is starting to develop between the countries 
of Asia. In December 2007, there were 19 movements of Asian 
managers from one country to another. This figure has doubled 
since 2003.
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17.2 Stock Option Plans and Free Allocation of Shares m

17.2.1 ALLOCATION  POLICY
The allocation of stock options and free shares are indispensable 
tools for hiring and retaining high proficiency management 
personnel. The persons that can be involved in these allocations are 
senior managers and management personnel with high potential, 
whom it is necessary to retain, and, on an exceptional basis, general 
workers or employees, whose work performance is outstanding. 
The allotment of share subscription options or free shares to 
employees and management personnel takes into account their 
strong involvement in Rhodia.

The price for the exercise of stock options is set in accordance with 
certain legal provisions, and there has never been a discount  with 
respect to this reference price. Moreover, some of the plans for 
allocating share subscription options, as well as all the plans for 
the free allocation of shares targeting the groups defined above are 
conditional upon meeting economic performance criteria.  

17.2.2 SHARE SUBSCRIPTION AND SHARE 
PURCHASE OPTIONS

At December 31, 2007, the number of outstanding share subscription 
options was 2,072,536, representing 2.06% of the Company’s share 
capital after the exercise of all of the share subscription options 
and the creation of new shares. 

The Company has not, to date, authorized the establishment of 
share purchase option plans.

17.2.2.1 INFORMATION R ELATED TO 
THE S HARE P URCHASE O PTIONS 
IN 2007

Allocation  of stock options
In 2007, your Board of Directors did not authorize any option plans 
for subscription to shares .

Exercise of stock options
No stock options were exercised by the officers of the Company 
in 2007.
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The table below indicates the number and price of the shares that were subscribed  in 2007 by the 10  non-officer beneficiaries of the Group 
wh o subscribed the most shares: 

Number of Shares 
Subscription Price*

(in euros )
Share Subscription 

Option  Plan

Share subscription options exercised by the 10  employees 
of the Group holding non-officer positions who  
subscribed  the most shares  

11, 262** 28. 08 Plan A 2003 
3, 924 15. 12 Plan A 2004 

795 15. 12 Plan B 2004 

* After taking into account the reverse share split and related adjustments – the reverse share split ratio being one new share, with nominal value of €12 per share, 

for  12 old shares, with the nominal value of €1 per share. 

** O  f which 6,854 stock options were exercised by Mr. Gilles Auffret, member of the Management Committee .

17.2.2.2 SUMMARY AND F EATURES 
OF THE CURRENT  S HARE 
S UBSCRIPTION O PTION P LANS 

See Note 34.2 to the consolidated financial statements in chapter 
20.3.1.3 of the present reference document. 

In addition, the weighted average remaining maturity of the stock 
options at the end of the year amounted to four years in 2007, 
5.1 years in 2006, and 6.1 years in 2005. 

Furthermore, regarding the 2004 Plan B for share subscription 
options, it should be noted that the performance condition provided 

for in the Regulations of that plan, which consisted of a ratio of 
EBITDA over sales greater than or equal to 13% (as shown in the 
consolidated financial statements as of December 31, 2006) was 
reached.  

17.2.3 F REE A LLOCATIONS OF S HARES 
As of December 31, 2007, the number of shares that would 
be allocated at the end of the vesting period was 1,628,651, 
representing 1.62% of the capital of the Company, after the delivery 
of those shares. 
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17.2.3.1 REPORT ON THE F REE A LLOCATION 
OF S HARES IN 2007 

Free allocations of shares in 2007 
The Board of Directors authorized the following plans for the free 
allocation of shares: 

a) during its meeting on January 15, 2007, and upon 
authorization of the combined annual shareholders’ meeting 
on June 23, 2005, in its 21st Resolution:

the first plan (Plan A), conditional on the attainment of certain 
economic performances providing for: 

a performance condition consisting of achieving an objective, 
specifically defined by the Board of Directors, of a recurring net 
debt to EBITDA ratio, as shown in the consolidated financial 
statements of the Company as of December 31, 2007,  

the allocation of 4,129,500 shares (pre-reverse split ) to 
448 beneficiaries,  

a two-year vesting period (which will therefore end by the 
end of the day on January 15, 2009) and a two-year holding 
period (which will therefore end by the end of the day on 
January 17, 2011); 

the second plan (Plan B), conditional on the attainment of 
certain economic performances providing for: 

a performance condition consisting of achieving a recurring 
EBITDA to sales ratio, as shown in the consolidated financial 
statements of the Company as of December 31, 2007, greater 
than or equal to the average ratio of a reference panel made 
up of specialty chemistry companies , 

the allocation of 4,129,500 shares (pre-reverse split ) to 
448 beneficiaries,  

m

−

−

−

m

−

−

a two-year vesting period (which will therefore end by the 
end of the day on January 15, 2009) and a two-year holding 
period (which will therefore end by the end of the day on 
January 17, 2011);  

It is specified that the Board of Directors, during its meeting on 
February 27, 2008, verified that the performance conditions 
indicated above had been achieved. Consequently, the shares 
allocated under the two plans described above were definitively 
delivered to the beneficiaries at the end of the vesting period, 
or at the end of day on January 15, 2009.  

b) a program of free allocation of shares intended for almost 
all employees at its session on July 30, 2007 and upon 
authorization of the combined annual shareholders’ meeting 
on May 3, 2007 in its 16th resolution. This program consists 
of the free allocation of 15 shares of the Company to almost 
all employees of the Group and is made up of two plans 
providing for different vesting and holding periods with 
regard, in particular, to the local legal and tax constraints: 

the first plan, called “2+2” providing for:

the allocation of 92,355 shares (post-reverse split ) to 
6,157 beneficiaries,  

a two-year vesting period (which will therefore end by the 
end of the day on July 31, 2009) and a two-year holding 
period (which will therefore end by the end of the day on 
July 31, 2011); 

a second plan, called “4+0” providing for:

the allocation of 142,755 shares (post-reverse split ) to 
9,517  beneficiaries,  

a four-year vesting period (which will therefore end by the 
end of the day on July 31, 2011). 

−

m

m

−

−

m

−

−
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Free allocations of shares to officers 
The number and value of shares allocated to the officers of the Group under the various plans described above are indicated in the table 
below: 

Officers
Number of shares allocated (*)

(subject to economic performance conditions) Theoretical value of the shares (**)

Jean-Pierre Clamadieu 
(Chief Executive Officer) 

50,000 shares
of which 25,000 shares are under Plan A

and 25,000 shares are under Plan B

€638,000 

Jacques Khé liff (***) 
(D irector)

8,334 shares
of which 4,167 shares are under Plan A and

4,167 shares are under Plan B
(allocated in his capacity as Head of Sustainable Development)

€106,342 

*  After taking into account the reverse share split and related adjustments – the reverse share split ratio being one new share with the nominal value of  €12 for 12 

former shares with the nominal value of €1. 

** To calculate this theoretical value, the opening price of the Rhodia share on March 17, 2008, the day on which the Board of Directors reviewed the management 

report, equal to €12.76, was used.  The price of the Rhodia share on January 15, 2007, the day when the Board of Directors decided on the share allocations, was 

equal to €31.56, taking into account the reverse share split ratio (that is, €2.63 before the reverse share split). 

***  Jacques Khéliff was also allocated 15 post-reverse split  shares pursuant to the 2+2 plan presented above, the theoretical value of the shares thus allocated being 

€191.40 (based on the opening price of the Rhodia share on March 17, 2008, the day on which the Board of Directors reviewed the management report, equal to 

€12.76). 

Furthermore, in accordance with Article L.225-197-1 II, paragraph 4 
of the Commercial Code, the Board of Directors of the Company set 
the number of shares coming  from those two plans that the Chief 
Executive Officer must hold until his duties end at 25%. 

Free allocations of shares to employees 
of the Group 
The table below indicates the number and value of shares allocated 
to each of the 10 non-officer employees of the Group, whose number 

of shares thus allocated under plans A and B described above is 
the highest; it is specified that each of these beneficiaries also 
benefited from the free allocation of 15 shares (post-reverse split ), 
representing a theoretical value of €191.40 (based on the opening 
price of the Rhodia share on March 17, 2008, the day on which 
the Board of Directors reviewed the management report, equal to 
€12.76, for the worldwide 2+2 and 4+0 plans): 
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Number of 
post-reverse 
split  shares*

Theoretical value 
of  shares** Beneficiary(s)

Position
(number of shares allocated subject to economic 

performance conditions*) Country

30,000 €382,800 Gilles Auffret***

Chief Operating Officer 
of which:15,000 shares under Plan A and 

15,000 shares under Plan B France

20,000 €255,200 Yves Boisdron***

Group Executive Vice President, Strategy
of which 10,000 shares under Plan A and 

10,000 shares under Plan B France

20,000 €255,200 Pascal Bouchiat***

Group Executive Vice President and Chief Financial Officer
of which 10,000 shares under Plan A and

10,000 shares under Plan B France

20,000 €255,200 Bernard Chambon***

Group Executive Vice President, Human Resources, Communications and 
Sustainable Development

of which10,000 shares under Plan A and
10,000 shares under Plan B France

20,000 €255,200 Jean-Pierre Labroue***

Group Executive Vice President, General Counsel and Corporate  Secretary
of which 10,000 shares under Plan A and

10,000 shares under Plan B France

16,668 €212,684 Mike DeRuosi

President of Novecare
of which 8,334 shares under Plan A and 

8,334 shares under Plan B United States

16,668 €212,684 Laurent Schmitt

President of Polyamide
of which 8,334 shares under Plan A and 

8,334 shares under Plan B France

15,000 €191,400 Olivier Caix

President of Organics
of which 7,500 shares under Plan A and

7,500 shares under Plan B France

13,334 €170,142 James Harton

President of Eco Services North America 
of which 6,667 shares under Plan A and 

6,667 shares under Plan B United States

11,668 €148,884 Michel Audoin

President of Acetow
of which 5,834 shares under Plan A and

5,834 shares under Plan B Germany

11,668 €148,884 Philippe Rosier

President of Energy Services
of which 5,834 shares under Plan A and

5,834 shares under Plan B France

* After taking into account the reverse share split and related adjustments – the reverse share split ratio being one new share with the nominal value of €12 for 12 

former shares with the nominal value of €1 .

** To calculate this theoretical value, the opening price of the Rhodia share on March 17, 2008, the day on which the Board of Directors reviewed the management 

report, equal to €12.76, was used. The price of the Rhodia share on January 15, 2007, the day when the Board of Directors decided on the share allocations, was 

equal to €31.56, taking into account the reverse share split ratio (that is, €2.63 before the reverse share split). 

*** Members of the Management Committee. 

17.2.3.2 OTHER C URRENT P LANS 
FOR F REE A LLOCATION OF S HARES 

In addition to the plans for free allocation of shares authorized 
in 2007 described above, the Board of Directors had drawn up 
two plans for the free allocation of shares in 2006. Since the 
performance conditions provided for in those plans had been met, 

718,126 post-reverse split  shares were issued by the Company and 
given to the beneficiaries of those plans at the end of the purchase 
vesting period, or end of the day on January 14, 2008 (or 359,063 
shares under Plan A and 359,063 shares under Plan B).

Those shares must now be held by their holders until the end of the 
holding period, or end of the day on January 14, 2010   .
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17.2.3.3 INFORMATION ON 2008
Free allocations of shares granted in 2008 
We inform you that your Board of Directors, at its session of 
March 17, 2008, and as authorized by the combined shareholders’ 
meeting of May 3, 2007 by resolution 16, decided: 

the first plan (Plan A 2+2), conditional on the attainment of 
certain economic performances providing for: 

a performance condition consisting of achieving a CFROI, as 
shown in the consolidated financial statements of the Company 
as of December 31, 2008, higher or equal to 8%, 

the allocation of 355,000 shares to 189 beneficiaries, 

a two-year vesting period (which will therefore end by the end of 
the day March 17, 2010) and a two-year holding period (which 
will therefore end by the end of the day on March 19, 2012);   

the second plan (Plan B 2+2), conditional on the attainment of 
certain economic performances providing for: 

a performance condition consisting of achieving a recurring 
EBITDA to sales ratio (incorporating the CER activity), as shown 
in the consolidated financial statements of the Company as of 
December 31, 2008, two points greater than the average ratio of 
a reference panel made up of specialty chemistry companies,

the allocation of 355,000 shares to 189 beneficiaries, 

m

−

−

−

m

−

−

a two-year vesting period (which will therefore end by the end 
of the day on March 17, 2010), and a two-year holding period 
(which will therefore end by the end of the day on March 19, 
2012);   

the third plan (Plan A 4+0), conditional on the attainment of 
certain economic performances providing for: 

a performance condition consisting of achieving a CFROI, as 
shown in the consolidated financial statements of the Company 
as of December 31, 2008, higher or equal to 8%, 

the allocation of 156,980 shares to 153 beneficiaries, 

a four-year vesting period (which will therefore end by the end 
of the day on March 19, 2012);   

the fourth plan (Plan B 4+0), conditional on the attainment of 
certain economic performances providing for: 

a performance condition consisting of achieving a recurring 
EBITDA to sales ratio (incorporating the CER activity), as shown 
in the consolidated financial statements of the Company as of 
December 31, 2008, two points greater than the average ratio of 
a reference panel made up of specialty chemistry companies,

the allocation of 156,980 shares to 153 beneficiaries,

a four-year vesting period (which will therefore end by the end 
of the day on March 19, 2012). 

−

m

−

−

−

m

−

−

−

17.2.3.4 SUMMARY AND F EATURES OF THE P LANS FOR F REE A LLOCATIONS OF S HARES 
AT THE P RICE AT DECEMBER 31, 2007. 

See Note 34.3 to the consolidated financial statements in chapter 20.3.1.3 of the present reference document. 
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17.3 Employee Shareholdingm

17.3.1 THE GROUP SAVINGS PLAN (PEG)
The PEG gives employees of the Group companies that belong 
to this plan the option of making voluntary payments and of 
investing their share of profit sharing plans. The PEG provides 
access to various corporate mutual funds, some of which serve to 
make  capital increases reserved for the employees of the Group 
companies that belong to that PEG, those investment funds then 
being invested in Rhodia shares.

The Rhodia PEG is made up in particular of various corporate mutual 
funds (FCPE), some of which have invested in Rhodia shares. The 
regulations of the FCPE invested in Rhodia shares provide for the 
exercise  through their supervisory boards, at general shareholders’ 
meetings, of the voting rights attached to the Rhodia shares held 
by each of those FCPEs.

  17.3.2 EMPLOYEE SHAREHOLDERS’ STAKE IN RHODIA’S CAPITAL
As of December 31, 2007, the total number of shares held by employees of the Company, as defined in Article L. 225-102 of the Commercial 
Code, breaks down as follows:

FCPE RHODIA 2000 565,250.00
FCPE ACTIONS  RHODIA 431,800.00
FCPE RHODIA INTERNATIONAL 62,541.00
FCPE PELT Actions  Rhodia 249,446.00
FCPE Avenir 2006 1,405,991.00
FCPE Aspire 2006 277,199.00
FCPE International Aspire 2006 66,376.00
FCPE Avvenire 2006 27,024.00
FCPE Zukunft 2006 53,389.00
Rhodia shares directly held by  employees through the PEG 3,139,016.00
Total number of shares held by  employees, representing 3.33% of Rhodia’s capital 3,346,438.00

In addition, in 2007, the Board of Directors of Rhodia decided to grant the free allocation of shares to almost all of the employees of the 
Group.  This transaction, described in detail in chapter 17.2.3 above, will not result in the issuance of shares prior to August 1, 2009, except 
in the event of a death or permanent disability of the beneficiary employee as provided for under the Commercial Code.  

17.3.3 DIRECTORS REPRESENTING 
THE EMPLOYEE SHAREHOLDERS

It was noted, at the end of 2006, that the stake of Rhodia’s 
employees and its subsidiaries in Rhodia’s capital (pursuant to 
Article L. 225-102 of the Commercial Code) had surpassed the 3% 
threshold.

With the threshold surpassed, the regulations require including 
in the Company bylaws a mechanism allowing for the election 
by the general shareholders’ meeting of a Director to represent 
the employee shareholders. For this purpose, an amendment to 

the Company bylaws will therefore be put to the vote of the 
shareholders during the next general shareholders’ meeting called 
to approve the 2007 financial statements.

Notably, Mr. Jacques Khéliff was appointed Director during the 
general shareholders’ meeting on June 23, 2005, without any legal 
requirement to do so, even though the total employees’ holdings 
in the Company were less than 3%, the Board of Directors wishing 
at the time to continue to have a Director on the Board who would 
represent employee shareholders. It was in that spirit that the 
appointment of Jacques Khéliff as Director was presented to the 
general shareholders’ meeting, that candidacy being proposed by 
the employee shareholders’ association of Rhodia. 
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Developments in Rhodia’s share capital distribution during the past three years are described in the following table:

December 31, 2007 (1) December 31, 2006 (1) December 31, 2005 (1)

Number 
of shares (2)

% 
capital

% Voting 
rights

Number 
of shares

% 
capital

% Voting 
rights

Number of 
shares

% 
capital

% 
Voting 

rights (3)

Capital Group International 8,449,470 8.42 8.42 59,050,917 4.90 4.90 - - -
Wellington Management 
Company, LLP 6,799,116 6.77 6.77 - - - - - -
JP Morgan Asset Management 2,327,717 2.32 2.32 63,490,878 5.27 5.27 - - -
Other international institutions 51,343,897 51.16 51.16 618,913,893 51.40 51.40 709,299,799 60.36 64.31
French institutions 15,224,528 15.17 15.17 279,822,502 23.24 23.24 157,298,545 13.4 14.26
Individuals 12,876,666 12.83 12.83 138,838,812 11.53 11.53 136,801,806 11.51 12.4
Employees (Article L. 225-102 of 
the Commercial Code) 3,346,437 3.33 3.33 44,075,172 3.66 3.66 15,049,102 1.28 1.36
TIAA-CREF Investments 
Management, LLC - - - - - - 44,219,307 3.76 4.01
Sanofi-Aventis - - - - - - 96,110,182 8.17 2.84 (4)

Crédit Agricole (dont Calyon) - - - - - - 17,937,800 1.52 0.81 (4)

TOTAL 100,367,831 100 100 1,204,186,174 100 100 1,176,716,541 100 100
(1) Sources: Euroclear France and Capital Precision.

(2) As set forth in chapter 21.1.1 of the reference document, on June 12, 2007, Rhodia carried out a reverse share split  by exchanging every new share with the 

nominal value of €12 for 12  former shares with the nominal value of €1 each. Thus, on December 31, 2007, Rhodia’s share capital was composed of 100,367,831 

shares, with the nominal value of €12 per share. Prior to this reverse share split , Rhodia’s share capital was composed of 1,204,186,174 shares with the nominal 

value of €1 per share on December 31, 2006, and 1,176,716,541 shares of 1 € shares with the nominal value of €1 per share on December 31, 2005.

(3) Based on 1,103,199,316 voting rights, taking into account :

(i) T he suppression of the voting rights by the general shareholder’s meeting dated June 23, 2005; and

(ii) T he increase of share capital in December 2005.

(4) Taking into account the suppression of the voting rights by the general meeting dated June 23, 2005.
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18.2 Different Voting Rightsm

There are  no double voting rights.

Following the reverse share split  of the Company, (see  c hapter 21.1.1 
below), the shareholders have a period of two years counting from 
the start of the consolidation operations, or  until June 12, 2009, to 
claim the post-reverse split  shares (each with the nominal value of 
€12) and to exchange them for 12 pre-reverse split  shares (each 
with the nominal value of €1).

On that account, during this two-year period and in accordance 
with Article 18 of the Company bylaws, any pre-reverse split  share 
will entitle its holder to one (1) vote and any post-reverse split  share 

to twelve (12) votes, so that the number of votes attached to the 
Company’s shares will be proportional to the part  of the capital 
that they represent.

As of December 31, 2007, there were outstanding:

100,044,735 post-reverse split  shares giving right to 12 voting 
rights each, or  1,200,536,820 voting rights (that is,  the reverse 
share split rate  of 99.68%); and

3,877,152 pre-reverse split  shares giving right to one voting 
right each, or  3,877,152 voting rights.

m

m

18.3 Information on the Control of the Company’s Share 
Capital

m

To Rhodia’s knowledge, the shares registered directly with the 
C ompany and subject to collateral security represent less than 1% 
of its  share capital.

The principal events that have occurred relative to the control of 
the share capital of the Company since January 1, 2007, are the 
following:

Wellington Management Company, LLP declared to the Company 
and to the Autorité des marché s financiers, by letter dated 
November 20, 2007, supplemented by the second letter dated 
November 23, 2007, having crossed the holding threshold of 
5% of the capital and voting rights on November 19, 2007, as 
a result of acquiring Rhodia’s shares and holding in the interest 
of its clients 5,354,732 Rhodia shares representing 64,256,784 
voting rights, equal to 5.34% of the capital and voting rights 
of the Company;

Capital Group International Inc. made the following declarations 
to the Company and to the Autorité des marchés financiers :

that  on January 12, 2007,  it had, acting in concert with and 
on behalf of the funds that it manages, on January 9, 2007, 
following the sale of shares on the market, fallen below the 
holding threshold of 5% of the shares and voting rights of the 
Company and declared that it thus indirectly holds 59,050,917 
Rhodia shares (pre-reverse split ), representing as many voting 
rights, or  4.90% of the capital and voting rights of the 
Company,

that  on November 17, 2007 (then on November 27, 2007),  it 
had, acting in concert with and on behalf of the funds that 
it manages, on November 13, 2007, following a purchase of 

m

−

−

shares on the market, exceeded the 5% holding threshold of 
the shares and voting rights of the Company and declared that 
it thus holds on behalf of those funds 5,117,254 Rhodia shares 
(post-reverse split ), representing 61,407,048 voting rights, or  
5.10% of the capital and voting rights of the Company;

JPMorgan Asset Management UK Ltd. made the following 
declarations to the Company and to the Autorité des marchés 
financiers :

that   on January 19, 2007,  it had, acting in concert with and 
on behalf of subsidiaries exercising a management activity on 
behalf of third parties, exceeded the legal holding threshold 
of 5% of the shares and voting rights of the Company and 
declared that it thus indirectly holds 63,490,878 Rhodia shares 
(pre-reverse split ) representing as many voting rights, or  5.272% 
of the capital and voting rights of the Company,

that   on September 14, 2007,  it had, acting in concert with and 
on behalf of subsidiaries exercising a management activity on 
behalf of third parties, fallen below the legal holding threshold 
of 5% of the shares and voting rights of the Company and 
declared that it thus indirectly holds 4,962,139 Rhodia shares 
(post-reverse split ), representing 59,545,668 voting rights, or  
4.944% of the capital and voting rights of the Company.

To Rhodia’s knowledge , the percentage of the capital and voting 
rights held by the members of the Board of Directors and the 
 Management Committee of Rhodia is not significant.

To Rhodia’s knowledge ,  no shareholder, other than those indicated 
in the table above, directly or indirectly holds more than 5% of the 
capital or the voting rights of Rhodia.

m

−

−
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18.4 Change in Controlm

To Rhodia’s knowledge ,  no shareholders’ agreement  nor any clause 
of any agreement containing preferential terms for selling or 
purchasing Rhodia shares was reported to the Autorité des marchés 
financiers . Nor were any concerted actions noted.

In addition, the information below is provided within the 
framework of and for the purpose of complying with the provisions 
of Article L. 225-100-3 of the Commercial Code involving 
implementation of the guidelines regarding takeover bids:

the structure of the Company ‘s capital  is described in c hapter  
 18.1;

there are no restrictions in the bylaws on the exercise of voting 
rights and the transfers of shares or clauses of agreements 
brought to the attention of the Company in application of 
Article L. 233-11 of the Commercial Code (see  also  chapters 
18.2 and 21.2);

the direct or indirect shareholdings in the capital of the Company 
of which it is aware pursuant to Article L. 233-7 (declaration of 
crossing of thresholds) and Article L. 233-12 of the Commercial 
Code are described in chapter 18.3;

no shareholders have special rights of control;

the control mechanisms provided for in the shareholding system 
for the personnel of the Company are presented in chapter 17 
of the reference document;

as far as the Company is aware, there are no agreements among 
shareholders that may entail restrictions on the transfer of shares 
and on the exercise of voting rights in the Company;

there are no rules specific to the Company applicable to the 
appointment and replacement of members of the Board of 

m

m

m

m

m

m

m

Directors or to the amendment of the bylaws of the Company 
of a nature to have an impact in case of a takeover bid;

the powers of the Board of Directors regarding the issue or 
repurchase of shares appear in chapter 21.1;

the agreements entered into by the Company which could be 
terminated in case of a change in control of the Company and 
which the Company deems capable of having an impact in case 
of a takeover bid are:

the seventies note  related to the issuance of  bonds with an 
option of conversion and/or exchange for new shares or shares to 
be issued, made in April 2007 (presented in chapter 10.3 above) 
mentions that the change in control of the Company could 
result in an early redemption of all or some of those bonds, at 
the option of the bondholders,

the “new RCF” syndicated line of credit,  described  in chapter 
10.3 above, mentions that a change in control of the Company 
could result in an early repayment of the line of credit, at the 
option of the lenders and under certain conditions,

the “Floating Rate Note”  issuance  described  in c hapter 10.3 
above mentions that a change in control of the Company could 
result in an early redemption of those notes , at the option of 
the note holders and under certain conditions,

the North American receivables securitization program  put into 
place with HSBC, presented in chapter 10.3 above, mentions 
that a change in control of the Company could entail an early 
termination of  the program, at the option of HSBC under certain 
conditions;

the agreements that provide for indemnity  for the Charmain and 
Chief Executive Officer  and the members of the  Management 
Committee in the case of a change in control are described  in 
c hapter 15 above.

m

m

−

−

−

−

m
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 See  to chapter 7.1.3 of this reference document as well as to Note 33  to the consolidated financial statements appearing in chapter 20.3.1.3 
below.

In addition, the special report of Statutory Auditors    on the regulated agreements and undertakings is presented below.

Special  R eport of the Statutory Auditors on  regulated agreements 
and  commitments  for the year ended December 31, 2007  

Dear Shareholders:

In our capacity as Statutory Auditors of your Company, we hereby report to you on regulated agreements and commitments with related 
parties.

1. Agreements and commitments authorized during the year and through 
the date of the present report 

Pursuant to the article L. 225-40 of the Commercial Code, we have been informed of those agreements and commitments which had 
received prior approval by the Board of Directors.

It does not fall within the scope of our responsibility to identify any other agreements and commitments which might potentially exist.  
Instead, our role is to communicate to you, based on information provided to us, the principal terms and conditions of those agreements 
which have been brought to our attention, without expressing an opinion as to their general usefulness or merit.  It is your responsibility, 
pursuant to Article R. 225-31 of the Commercial Code, to exercise your judgment as part of the approval process regarding the interests 
served by entering into these agreements and commitments. 

We conducted our work in accordance with professional standards applicable in France; those standards require that we undertake steps 
to verify that the information provided to us is consistent with the underlying documentation from which it has been extracted.

1.1  Amendment to the separation agreement with the Chairman and Chief Executive Officer
Concerned individual: Mr. Jean-Pierre Clamadieu

In March 2007, your Board of Directors authorized the signing of a separation agreement with Mr. Jean-Pierre Clamadieu.  This agreement, 
the principal provisions of which we had communicated to you in our special report presented to the general shareholders’ meeting 
convened on May 3, 2007, including particularly the term relating to the indemnity that may be paid to the Chief Executive Officer in case 
of termination of his term in office, was approved at the said meeting.  

On March 17, 2008, your Board of Directors authorized the conclusion of an amendment to the separation agreement, in order to make 
that agreement conform with the provisions of the law of August 21, 2007 concerning work, employment and purchasing power (en faveur 
du travail, de l’emploi et du pouvoir d’achat). It added the following elements:

Performance-related condition:  The amendment subjects receipt of the indemnity provided for in the separation agreement to compliance 
with a condition related to the beneficiary’s performance as assessed with respect to the Company’s performance. Thus, Mr. Jean-Pierre 
Clamadieu may receive the indemnity only if Rhodia’s net income for 2008, as shown in the consolidated financial statements published in 
2009, is higher than the average annual net income as set forth in the consolidated annual financial statements for 2006 and 2007 (that 
is, €99 million).  Should the beneficiary’s term of office end prior to the publication of the net income for 2008, reference will be made to 

Transactions with Related Parties
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the half-year net income at June 30, 2008, which must be higher than the average of the half-year net income derived from the half-year 
consolidated accounts at June 30, 2006 and 2007 (that is, €54 million).

Condition to Payment of the Indemnity:  The amendment provides that, regardless of the cause, the indemnity may not be paid prior 
to  (i) the Rhodia Board of Directors formally acknowledging compliance with the aforementioned performance-related Condition, and (ii) 
this decision being made public.

In addition, the amendment indicates that the appointment covered by the separation agreement is his position as Chairman responsible 
for the general management of the Company to which Mr. Clamadieu was appointed at the Board of Directors meetings held on 
March 17, 2008.

The other provisions of the separation agreement were not changed by the amendment.

1.2 Modification of the employment contract with a Director 
Concerned individual: Mr. Jacques Khéliff

At the March 17, 2008 meeting, your Board decided to modify the employment contract with Mr. Jacques Khéliff, Director and Vice President 
for Sustainable Development of the Rhodia Group, in order to fix his annual compensation at €200,000.

2. Agreements and commitments approved in previous years 
which had continuing effect during this year

Furthermore, in accordance with the March 23, 1967 Decree, we were notified that the performance of the following agreements and 
commitments that had been approved in previous years continued during the past year.

2.1 Refinancing agreement known as “Multicurrency Revolving Credit and Guaranty Facility” or “RCF”
In June 2005, Rhodia S.A. concluded an agreement with a limited number of banks, on its behalf and on behalf of certain of its subsidiaries, 
including Rhodia Inc., for a renewable syndicated multicurrency line of credit totaling €300 million and expiring June 30, 2008. 

In the framework of this agreement, Rhodia SA, Rhodia Inc and certain of their subsidiaries agreed to grant a series of security interests 
to the signatory banks and certain other banks who act as the Group’s creditors (the “Secured Creditors”).  These security interests include 
pledges of capital holdings in Rhodia subsidiaries, intragroup loans and certain industrial assets located in the United States.  Furthermore, 
according to the terms of the subordination agreement, Rhodia S.A. agreed in the case of default of financial commitments to subordinate 
payment of certain debts relating to its subsidiaries to payment of its debts to the secured creditors. 

This agreement was terminated on April 27, 2007, following its replacement by a new line of credit.

2.2 Guarantee authorized pursuant to a program of securitization of commercial loans
In December 2004, Rhodia S.A. and certain of its European subsidiaries concluded a series of contracts with a French bank putting into place 
a five year program for the securitization of commercial debt, for a maximum financing amount of €300 million.  In particular, Rhodia 
S.A. committed itself to guarantee the payment of any amount due by its subsidiaries as part of this program.  

At December 31, 2007, the amount of financing obtained under this program amounted to approximately €33 million.

Neuilly-sur-Seine and Paris La Défense, March 27, 2008

Statutory Auditors

PricewaterhouseCoopers Audit Salustro Reydel

Christian Perrier
Member of KPMG International

Dominique Stiegler
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20.1 Historical Financial Informationm

In accordance with Article 28 of the European Council regulation 
809/2004, the following information is included by reference in 
the present reference document:

the consolidated financial statements for the year ended 
December 31, 2005 prepared in accordance with the IFRS 
(International Financial Reporting Standards) adopted by the 
European Union and the report of the S tatutory A uditors related 
to the accounts for the year ended December 31, 2005 that are 
found in the reference document of the Company filed with the 
Autorité des m archés f inanciers  on March 27, 2006 under the 
number D.06-0166, starting on page 136;

the consolidated financial statements for the year ended 
December 31, 2006 prepared in accordance with the IFRS 
(International Financial Reporting Standards) adopted by the 
European Union and the report of the S tatutory A uditors related 
to the accounts for the year ended December 31, 2006 that are 
found in the reference document of the Company filed with the 
Autorité des m archés f inanciers  on March 30, 2007 under the 
number D. 07-0257, starting on page 128;

m

m

the financial statements for the year ended December 31, 2005 
and the report of the S tatutory A uditors related to the accounts 
for the year ended December 31, 2005 that are found in the 
reference document of the Company filed with the Autorité 
des m archés f inanciers  on March 27, 2006 under the number 
D.06-0166, starting on page 218;

the financial statements for the year ended December 31, 2006 
and the report of the S tatutory A uditors related to the accounts 
for the year ended December 31, 2006 that are found in the 
reference document of the Company filed with the Autorité 
des m archés f inanciers  on March 30, 2007 under the number 
D.07-0257, starting on page 208.

The two reference documents cited above are available on the 
Company’s Internet site (www.rhodia.com) and the site of the 
Autorité des m archés f inanciers  (www.amf-france.org).

m

m

20.2 Pro Forma Financial Information

Not applicable.

m

20.3 Financial Positions

20.3.1 CONSOLIDATED FINANCIAL STATEMENTS YEAR ENDED DECEMBER 31, 2007   

m
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20.3.1.1  STATUTORY AUDITOR S’  REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER  31, 2007   

Ladies and Gentlemen,

In compliance with the assignment entrusted to us by your general shareholders meeting, we have audited the accompanying consolidated 
financial statements of Rhodia S.A. for the year ended December 31, 2007.

The consolidated financial statements have been approved by the Board of Directors. Our role is to express an opinion on these financial 
statements based on our audit.

 I. Opinion on the consolidated statements 
We conducted our audit in accordance with professional standards applicable in France.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatements.  An audit 
consists of examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also involves 
assessing the accounting principles used and significant estimates made by the management, as well as evaluating the overall financial 
statements presentation.  We believe that our audit provides a reasonable basis for our opinion.

We certify that the consolidated financial statements are accurate and consistent and provide a true and fair picture of the assets and 
liabilities, the financial position and the profits of the group of persons and companies included in this consolidation, in accordance with 
IFRS as adopted for use in the European Union.

 II. Justification of our assessments 
In accordance with the requirements of Article L. 823-9 of the Commercial Code relating to the justification of our assessments, we bring 
to your attention the following matters: 

The Group registered all of its retirement obligations and other long-term employee benefits estimated at the closing of the year, including 
actuarial gains and losses, as indicated in notes 2.17 and 27 to the consolidated financial statements.  In the context of our appreciation 
of the accounting principles and methods used, involving a complex estimation procedure with special techniques, we verified that the 
principal retirement obligations and other long-term employee benefits had been subject to an assessment by independent auditors 
which gave us assurance of a reasonable basis for the information and assumptions used in this evaluation;

The Group recognized the provisions covering environmental risks in accordance to the methods described in the notes to the consolidated 
financial statements (notes 2.19, 28.1, 28.2, 28.4). In addition, note 28.4 refers to the existence of contingent liabilities that are not 
recognized in any provision at December 31, 2007. Based on the available information, our work consisted of analyzing the procedures put 
in place by the management to identify, classify and evaluate the environmental risks, and to examine the information and assumptions 
which were used for the final estimations in order to assess their reasonableness.

These assessments were made in the context of our audit of the consolidated financial statements taken as a whole, and therefore contributed 
to the opinion we formed which is expressed in the first part of this report. 

III. Specific verification 
In accordance with professional standards applicable in France, we have also verified the information provided in the Group’s management 
report. We have no matters to report as to its fair presentation and its conformity with the consolidated financial statements. 

m

m

Neuilly-sur-Seine and Paris La Défense, March 27  , 2008 

Statutory Auditors 

PricewaterhouseCoopers Audit Salustro Reydel  

Christian Perrier 

Member of KPMG International

Dominique Stiegler 
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20.3.1.2 CONSOLIDATED F INANCIAL S TATEMENTS Y EAR E NDED D ECEMBER 31, 2007

A. CONSOLIDATED INCOME STATEMENTS

Note

For the year ended December 31

(in millions of euros) 2007 2006
Net sales 3 5,081 4,810
Other revenue 3 475 451
Cost of sales (4,437) (4,261)
Administrative and selling expenses (517) (518)
Research and development expenditure (96) (103)
Restructuring costs 6 (55) (21)
Other operating income/(expenses) 7 (3) 1
Operating profit/(loss) 448 359
Finance income 8 129 133
Finance costs 8 (420) (448)
Foreign exchange gains/(losses) 8 (3) 10
Share of profit/(loss) of associates 15 2 -
Profit/(loss) before income tax 156 54
Income tax benefit/(expense) 9 (83) 57
Profit/(loss) from continuing operations 73 111
Profit/(loss) from discontinued operations 10 58 (45)
Net profit/(loss) for the period 131 66
Attributable to:
Equity holders of Rhodia S.A. 129 62
Minority interests 2 4
Earnings per share (in euros)
Continuing and discontinued operations

Basic• 11 1.29 0.62
Diluted• 1.27 0.62

Continuing operations
Basic• 11 0.71 1.08
Diluted• 0.70 1.07
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B. CONSOLIDATED BALANCE SHEETS

ASSETS

(in millions of euros) Note
At December 31, 

2007
At December 31, 

2006
Property, plant and equipment 12 1,686 1,760
Goodwill 13 207 225
Other intangible assets 14 183 178
Investments in associates 15 13 4
Other non-current financial assets 17 113 121
Deferred tax assets 18 161 183
Non-current assets 2,363 2,471
Inventories 19 583 620
Income tax receivable 12 23
Trade and other receivables 20 965 1,082
Derivative financial instruments 26 96 34
Other current financial assets 21 19 19
Cash and cash equivalents 22 415 467
Assets classified as held for sale 10 25 437
Current assets 2,115 2,682
TOTAL ASSETS 4,478 5,153

EQUITY DEFICIT AND LIABILITIES

(in millions of euros) Note
At December, 31, 

2007
At December, 31, 

2006
Share capital 23 1,204 1,204
Additional paid-in capital 23 147 23
Other reserves 23 123 109
Deficit 23 (1,863) (1,989)
Equity deficit attributable to equity holders of Rhodia S.A. (389) (653)
Minority interests 23 21 25
Total equity deficit (368) (628)
Borrowings 24 1,675 2,022
Retirement benefits and similar obligations 27 1,154 1,227
Provisions 28 318 306
Deferred tax liabilities 18 43 32
Other non-current liabilities 29 43
Non-current liabilities 3,219 3,630
Borrowings 24 243 413
Derivative financial instruments 26 68 34
Retirement benefits and similar obligations 27 92 98
Provisions 28 138 147
Income tax payable 8 41
Trade and other payables 29 1,071 1,178
Liabilities associated with assets classified as held for sale 10 7 240
Current liabilities 1,627 2,151
TOTAL EQUITY DEFICIT AND LIABILITIES 4,478 5,153
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C. CONSOLIDATED STATEMENTS OF RECOGNIZED INCOME AND EXPENSE

Note

For the year ended December 31,

(in millions of euros) 2007
Currency translation differences and other movements 23 7 (42)
Gains/(losses) on cash flow hedges 23 - 7
Actuarial gains/(losses) on retirement benefits 27 (4) (52)
Tax impact of items taken to equity (7) 4
Net expense directly recognized in equity 23 (4) (83)
Net profit for the period 131 66
Total recognized income and expense 127 (17)
Attributable to:
Equity holders of Rhodia S.A. 126 (18)
Minority interests 1 1
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D. CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended December 31,

(in millions of euros) 2007 2006
Net profit for the period attributable to equity holders of Rhodia S.A. 129 62
Adjustments for:
Minority interests 2 4
Depreciation and impairment of non-current assets 295 339
Net increase/(decrease) in provisions and employee benefits (17) (98)
Impairment of non-current financial assets (1) -
Share of profit/(loss) of associates (2) -
Other income and expense 54 27
Gain/(loss) on disposal of non-current assets (101) 15
Deferred tax expense/(income) 25 (97)
Foreign exchange losses/(gains) 29 (8)
Net cash flow from operating activities before changes in working capital 413 244
Changes in working capital

(Increase)/decrease in inventories 16 (112)
(Increase)/decrease in trade and other receivables 33 (22)
(Increase/(decrease) in trade and other payables (19) 1
(Increase/(decrease) in other current assets and liabilities (30) (9)

Net cash from operating activities 413 102
Purchases of property, plant and equipment (258) (263)
Purchases of other non-current assets (66) (48)
Proceeds on disposal of non-current assets 273 140
Purchases of entities, net of cash acquired (17) 1
(Purchases of)/repayments of loans and financial investments 16 -
Net cash from/(used by) investing activities (52) (170)
Proceeds from issue of shares, net of costs (2) 36
Dividends paid to minority interests (3) (2)
New non-current borrowings, net of costs 635 1,086
Repayments of non-current borrowings, net of costs (925) (1,402)
Net increase/(decrease) in current borrowings (117) (94)
Net cash from/(used by) financing activities (412) (376)
Effect of foreign exchange rate changes (1) (9)
Net increase/(decrease) in cash and cash equivalents (52) (453)
Cash and cash equivalents at the beginning of the year 467 920
Cash and cash equivalents at the end of the year 415 467
* Of which the equity component of OCEANE bonds for €124 million

Interest and income tax paid are presented in Note 22.2. 
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20 .3.1.3 NOTES TO THE C ONSOLIDATED F INANCIAL S TATEMENTS

NOTE 1  The Group and its B usiness

Rhodia S.A. and its subsidiaries (“Rhodia” or the “Group”) produce, 
market and develop chemicals. Rhodia is the partner of major players 
in the automotive, tire, electronics, perfume, health  &  beauty and 
home care markets.

Rhodia has offices worldwide, particularly in Europe, the United 
States, Brazil and Asia.

Rhodia S.A. is a public limited company registered and domiciled in 
France. Its registered office is located at Paris – La Défense.

The company is listed on the Euronext Paris.

These consolidated financial statements were approved on 
February 27, 2008 by the Board of Directors.

NOTE 2  Principal A ccounting M ethods

2.1. Accounting standards
The Group’s consolidated financial statements for the year 
ended December 31, 2007 are prepared in accordance with IFRS 
(International Financial Reporting Standards), as adopted by the 
European Union and applicable as from December 31, 2007.

The IFRS adopted by the European Union can be found on the 
website of the European Commission at the following address:

Htpp://ec.europa.eu/internal_market/accounting/ias_
en.htm#adopted-commission

These consolidated financial statements are also consistent with 
the IFRS issued by the IASB (International Accounting Standards 
Board) and applicable as from December 31, 2007.

2.2. Basis of preparation for the consolidated 
financial statements

The consolidated financial statements are presented in millions 
of euros, unless otherwise indicated, which is the functional and 
presentation currency of the parent company. Amounts are rounded 
up to the nearest million.

The Group’s consolidated financial statements were prepared on a 
historical cost basis, with the exception of derivatives and financial 
assets held for trading or classified as available for sale, which are 
measured at fair value.

Non-current assets and groups of assets held for sale are measured 
at the lower of their net carrying amount and fair value, less costs 
to sell.

The preparation of the financial statements requires the use of 
estimates and the formulation of judgments and assumptions that 
have an impact on the application of accounting methods and the 
amounts shown in the financial statements. The areas for which the 
estimates and assumptions are material with regard to the consolidated 
financial statements are presented in the following notes:

Note 5: Depreciation and impairment;

Note 13: Goodwill;

Note 18: Deferred tax assets and liabilities;

Note 24: Borrowings;

Note 26: Risk management and derivatives;

Note 27: Retirement benefits and similar obligations;

Note 28: Provisions;

Note 32: Litigation;

Note 34: Share-based payment.

The accounting methods outlined below have been consistently 
applied to all the periods presented in the consolidated financial 
statements. Pursuant to Article 28.1 of EC regulation no. 809/2004 
of April 29, 2004, the consolidated financial statements for the year 
ended December 31, 2005 will be incorporated by reference into 
the 2007 reference document filed by Rhodia with the AMF. Hence, 
the financial statements for the year ended December 31, 2007 do 
not present any comparative data for fiscal year 2005.

Standards, interpretations and amendments applicable as 
from 2007
IFRS 7 Financial instruments: Disclosures and amendment to 
IAS  1  Presentation of the financial statements – capital disclosures 
have been adopted since January 1, 2007. IFRS 7  introduces 
new disclosures on financial instruments. It had no impact on 
the classification and measurement of the Group’s financial 
instruments.

No other standards, interpretations and amendments applicable 
as from 2007 had an impact on the consolidated financial 
statements.

Standards, interpretations and amendments to standards 
already published, but not yet applicable in 2007
IFRS 8 Operating segments is applicable as from the fiscal year 
beginning on January 1, 2009 and will replace IAS 14 Segment 
reporting.

m
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IFRS 8 requires to report segment information based on the internal 
management data used by management in order to measure 
segment performance and allocate resources, regardless of whether 
such data is IFRS compliant. Insofar as current segment information 
reflects the Group’s internal reporting, the adoption of this new 
standard will not have a significant impact on the consolidated 
financial statements.

According to the Group, the other standards, interpretations 
and amendments already adopted by the European Union but 
not yet applicable have no impact on the consolidated financial 
statements.

2.3. Consolidation principles

Subsidiaries
Subsidiaries are those companies over which Rhodia exercises 
control directly or indirectly, i.e. it has the power to govern the 
financial and operating policies so as to obtain benefits from their 
activities. Rhodia is presumed to exercise control when it acquires, 
directly or indirectly, more than 50% of voting rights. To assess this 
control, potential voting rights that are immediately exercisable 
or convertible held by Rhodia and its subsidiaries are taken into 
consideration.

Special purpose entities that are, in substance, controlled by Rhodia 
and in which the Group does not have an equity investment are 
considered as subsidiaries. Rhodia may, under trade receivable 
securitization programs, use special purpose entities.

Joint ventures
The companies over which Rhodia exercises a joint control in 
accordance with contractual arrangements are proportionately 
consolidated. The consolidated financial statements include the 
Group’s share in the assets, liabilities, income and expenses of these 
companies.

Associates
Associates are those companies over which Rhodia exercises 
significant influence, but not control, with generally an investment 
representing between 20% and 50% of voting rights. They are 
initially recognized at cost and are then accounted for using the 
equity method.

The Group’s share in the profit or loss of the associate is reflected 
in the income statement. When a change is recognized directly in 
the equity of the associate, the Group recognizes its share directly 
in its equity.

Subsidiaries, joint ventures and associates are included in the 
financial statements as from the date of obtaining control 
or significant influence. They are excluded from the financial 
statements as from the date of losing control or significant 

influence. Any investments in a joint venture or associate meeting 
the criteria as “held for sale” in accordance with IFRS 5 Non-current 
assets held for sale and discontinued operations are classified as 
non- current assets held for sale (see Note 2.26)

In the event of impairment, the Group determines the recoverable 
amount of its net investment in the associate and recognizes an 
impairment loss should its equity carrying value exceed such 
amount.

Transactions eliminated in the consolidated financial 
statements
Transactions between subsidiaries are fully eliminated. Transactions 
with joint ventures are eliminated to the extent of the investment 
reflected in the consolidated financial statements.

Unrealized gains arising from intra-Group transactions are 
eliminated in the same way as unrealized losses unless they 
represent an impairment loss. Unrealized gains and losses arising 
from transactions between the Group and its joint ventures or 
associates are eliminated in proportion to the Group’s investment 
in these entities.

2.4. Translation of the transactions and financial 
statements of foreign companies

Translation of foreign currency transactions
The functional currency of the Group’s entities is generally the 
local currency. Foreign currency transactions are translated in their 
functional currency using the exchange rate at the date of the 
transaction.

Monetary assets and liabilities denominated in a foreign currency 
are translated at the closing rate. The corresponding exchange 
differences are recognized in finance income or costs.

The exchange differences relating to loans and borrowings with 
a foreign subsidiary, which, in substance, form part of the net 
investment in the subsidiary, are recognized directly in equity, until 
the disposal of the net investment when they are recognized in 
profit or loss.

Translation of the financial statements of foreign entities
The financial statements of the Group’s foreign entities (that do 
not conduct their business in a hyperinflationist economy), whose 
functional currency is not the euro, are translated as follows:

assets and liabilities (including goodwill and fair value 
adjustments on the date of acquisition) are translated at the 
official closing rates;

income and expenses are translated at the average rate for the 
period, excluding major exchange rate fluctuations, which is 

m

m
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considered as similar to the exchange rates at the date of the 
transactions;

all resulting exchange differences are recognized directly in 
equity.

2.5. Greenhouse gas emission allowances and 
Certified Emission Rights

With respect to the mechanism set up by the European Union to 
encourage manufacturers to reduce their greenhouse gas emissions, 
Rhodia was granted carbon dioxide (CO2) emission allowances 
for some of its installations. Rhodia is also involved in two Clean 
Development Mechanism (CDM) projects placed under the authority 
of the United Nations Framework Convention on Climate Change 
(UNFCCC) Secretariat. Under these projects, Rhodia has deployed 
facilities in order to reduce greenhouse gas emissions at the relevant 
sites in return for Certified Emission Rights (CER).

Treatment of European Union allowances (EUA)
These allowances are granted each year under the national 
allocation plan with an initial trading period of three years beginning 
January 1, 2005. The emissions are granted for no consideration 
and are valid throughout the initial trading period if not used. 
Allowances May be freely traded upon allocation and May be 
purchased or sold, especially if too many or too few allowances 
are allocated with respect to actual emissions.

In the absence of specific IFRS guidance, Rhodia recognizes emission 
allowances using the following method:

initial recognition: The allocated emission allowances, measured 
at market value at the date of allocation, are recognized as 
other intangible assets in consideration of a government grant 
recognized in liabilities;

subsequent recognition: The grant is recognized in the income 
statement on a straight-line basis over the trading period (in 
the absence of seasonal discharges). In addition, a liability 
corresponding to the allowances to be delivered is recognized 
for the actual gas emissions, with the related expense being 
recognized in the income statement. This liability is measured 
at the initial value of allowances allocated or purchased and, 
where necessary, at market value up to the number of allowances 
held at closing over the number of allowances to be delivered. 
Excess allowances maintained in assets are tested for impairment 
annually and more frequently should there be indications of 
impairment;

allowances delivered for the emissions for the period: At 
the effective date of delivery, the intangible asset and the 
corresponding liability are derecognized;

sales of allowances: The gains or losses arising on the sale of 
allowances are recognized in the income statement under cost 
of sales.

m

m

m

m
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Treatment of Certified Emission rights (CER)
Under the CDM projects, Rhodia has deployed facilities in order 
to reduce the greenhouse gas emissions at its Onsan (Korea) and 
Paulinia (Brazil) sites. Upon verification by independent experts, 
should these emissions fall below the benchmark levels set by the 
UNFCCC, Rhodia receives Certified Emission Rights (CER) which are 
freely transferable. As part of the development of Rhodia Energy 
Services and to organize the sale of the CERs arising from the 
two projects, Rhodia has entered into a partnership with Société 
Générale É nergie, a Société Générale subsidiary, comprising a joint 
venture, ORBEO.

Allocated CERs are recognized in inventories at the lower of cost and 
net realizable value. The cost of allocated CERs mainly corresponds 
to the amortization of gas emission reduction units.

In the absence of an organized trading system, CERs are sold 
between the CDM project participants. CER sales are recognized 
in net sales on delivery of the CERs, i.e. when they are recorded in 
the account of the selling participant on the UNFCCC register.

In order to manage exposure to future CER price fluctuations, Rhodia 
has set up forward CER sales contracts, with or without guarantee 
of delivery. Based on their characteristics, when these contracts 
represent derivatives within the meaning of IAS 39 Financial 
Instruments: Recognition and measurement, they are recognized 
and measured according to the rules described in Note 2.16. 
Otherwise, they represent off-balance sheet commitments.

Treatment of ORBEO’s activities
In addition to selling CERs on behalf of the two shareholders, the 
ORBEO joint venture is involved in developing CO2 instrument 
trading, arbitrage and hedging activities. The net income or expense 
from these activities is recorded respectively in net sales or cost 
of sales for Rhodia’s share (50%), after elimination of intra-Group 
transactions.

2.6. Property, plant and equipment

Initial recognition
The property, plant and equipment owned by Rhodia are recognized 
as assets at acquisition cost when the following criteria are 
satisfied:

it is probable that the future economic benefits associated with 
the asset will flow to Rhodia;

the cost of the asset can be reliably measured.

Items of property, plant and equipment are carried on the balance 
sheet at cost less accumulated depreciation and impairment. The 
cost of an item of property, plant and equipment comprises its 
purchase or production price and any costs directly attributable 
to the location and condition necessary for its operation, 

m

m



Reference Document 2007 - RHODIA 2007128

FINANCIAL INFORMATION CONCERNING THE COMPANY’S ASSETS 
AND LIABILITIES, FINANCIAL POSITION AND PROFITS20 Financial Positions

including, where necessary, the interim interest accrued during 
the construction period.

The components of an item of property, plant and equipment with 
different useful lives are recognized separately.

Items of property, plant and equipment are derecognized from the 
balance sheet on disposal or discontinuation. The gain or loss arising 
from the derecognition of an item of property, plant and equipment 
is recognized in profit or loss for the period of derecognition.

Subsequent expenditure
Subsequent expenditure incurred for the replacement of a 
component of an item of property, plant and equipment is only 
recognized as an asset when it satisfies the general criteria 
mentioned above.

The carrying amount of replaced items is derecognized.

Repair and maintenance costs are recognized in the income 
statement as incurred.

On account of its industrial activity, Rhodia incurs expenditure for 
major repairs over several years for most of its sites. The purpose of 
this expenditure is to maintain the proper working order of certain 
installations without altering their useful life. This expenditure is 
considered as a specific component of the item of property, plant 
and equipment and is amortized over the period during which the 
economic benefits flow, i.e. the period between the major repairs.

Depreciation
Land is not depreciated. Other items of property, plant and 
equipment are depreciated using the straight-line method over the 
estimated useful life. The estimated useful lives are as follows:

Buildings 10 – 40 years
Plant and equipment:
Machinery and equipment 5 – 15 years
Other equipment 3 – 15 years
Vehicles 4 – 20 years
Furniture 10 – 15 years

The residual values and useful lives are reviewed and, where 
necessary, adjusted annually or when there are permanent changes 
in operating conditions.

Dismantling costs
Dismantling and restoration costs are included in the initial cost of 
an item of property, plant and equipment if the Group has a legal 
or constructive obligation to dismantle or restore.

Generally, Rhodia does not have any current, legal or constructive 
obligation to dismantle and/or restore its operating sites in 
accordance with IAS 37 Provisions, contingent liabilities and 
contingent assets, as such obligation is only likely to arise upon 
the discontinuation of a site’s activities. To date, Rhodia has 
not therefore set aside any provisions for dismantling costs or 
recognized the components relating to the dismantling of its 
operating installations.

However, the costs of dismantling discontinued sites or installations 
are provided when there is a legal obligation (due to a request or 
injunction from the relevant authorities), or there is no technical 
alternative to dismantling to ensure the safety compliance of the 
discontinued sites or installations.

Property, plant and equipment acquired under finance 
leases
Leases, including those falling within the scope of IFRIC 4 Determining 
whether an arrangement contains a lease are considered as finance 
leases if they transfer substantially to Rhodia all the risks and 
rewards inherent to the ownership of the leased assets with the 
characteristics of an acquisition. An asset acquired by Group under a 
finance lease is recognized at fair value at the lease inception date, 
or if lower, the present value of the minimum lease payments. The 
corresponding debt is recognized in borrowings. The recognized 
asset is depreciated using the method described above.

Government grants
Government grants which cover totally or partially the cost of 
an item of property, plant and equipment are deducted from the 
acquisition cost and transferred on a systematic basis to the income 
statement over the useful life of the assets.

2.7. Goodwill and business combinations
The purchase method is used to recognize the acquisition of 
subsidiaries, joint ventures and investments in associates. Goodwill is 
the excess of the cost of an acquisition over the Group’s share of the 
fair values of the entity’s net identifiable assets at the acquisition 
date. The acquisition cost corresponds to the fair values of the assets 
given, liabilities incurred or assumed and equity instruments issued 
on the date of exchange, plus any costs directly attributable to 
the acquisition. The identifiable assets acquired and liabilities and 
contingent liabilities assumed in a business combination are initially 
measured at fair value at the date of acquisition, irrespective of 
the extent of any minority interest. If the fair value of the Group’s 
interest in the net assets of the acquired subsidiary exceeds the cost 
of the acquisition, the difference is recognized directly in profit 
or loss. The identification and measurement of acquired assets 
and liabilities are finalized within a period of one year as from the 
acquisition date.
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Goodwill arising from the acquisition of an investment in an 
associate is included in the carrying amount of the investment.

Goodwill is not amortized. Goodwill is tested for impairment annually 
or more frequently when events or changes in circumstances 
indicate a possible impairment (see Note 2.9).

Acquisitions prior to January 1, 2004
During the transition to IFRS, the Group elected not to restate 
the business combinations that occurred prior to January 1, 2004. 
For acquisitions prior to January 1, 2004, goodwill represents 
the amount recognized in accordance with the Group’s previous 
accounting standards.

2.8. Other intangible assets

Research and development
Research expenditure is expensed as incurred.

Development expenditure arising from the application of 
research findings to a plan or design for the production of new or 
substantially improved products and processes is recognized as an 
intangible asset when the Group can demonstrate: its intention 
and financial and technical ability to complete the development 
of the asset; how the intangible asset will generate probable future 
economic benefits for the Group; that the cost of the asset can be 
reliably measured:

its intention and financial and technical ability to complete the 
development of the asset;

how the intangible asset will generate probable future economic 
benefits for the Group;

the cost of the asset can be reliably measured.

Capitalized expenditure comprises employee expenses, the cost of 
materials and services directly attributed to the projects, and an 
appropriate share of overheads. It is amortized once the relevant 
products are sold or the relevant industrial processes are used over 
the estimated term of the economic benefits expected to flow from 
the project. The expenditure is tested for impairment if there is 
indication of a loss in value and annually for projects in the course 
of development (see Note 2.9).

The estimated useful life of capitalized development expenditure 
is generally between 5 and 15 years.

Development expenditure which does not satisfy the above 
conditions is expensed as incurred.

m

m
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Other intangible assets
Other intangible assets are carried at cost in the balance sheet 
including, where necessary, the interim interest accrued during the 
development period, less accumulated depreciation and impairment 
losses. They mainly concern patents, trademarks and software.

The expenditure incurred by the Group for the development of 
software intended for its own use is capitalized when the economic 
benefits expected to flow from the use of the software over one 
year exceeds its cost.

Subsequent expenditure on intangible assets is capitalized only if it 
increases the future economic benefits associated with the specific 
asset. Other expenditure is expensed as incurred.

Intangible assets with finite useful lives are amortized using the 
straight-line method over their expected period of use. Amortization 
methods and useful lives are reviewed periodically least once a year. 
The estimated useful lives are as follows:

patents and trademarks: 25 years on average;

software: 3 to 5 years;

development expenditure: 5 to 15 years.

Intangible assets with indefinite useful lives are tested for 
impairment annually or more frequently if there is an indication 
of a loss in value (see Note 2.9).

2.9. Impairment of property, plant and equipment, 
goodwill and other intangible assets

Impairment is tested annually and more frequently if there are 
indications of a loss in value for goodwill, intangible assets in the 
course of development and other intangible assets with indefinite 
useful lives, and only if there is an indication of a loss in value for 
items of property, plant and equipment and intangible assets with 
finite useful lives.

To test impairment, assets are grouped in cash-generating units 
(CGUs), in accordance with IAS 36 Impairment of assets. A cash-
generating unit is the smallest identifiable group of assets that 
generates cash inflows that are largely independent of the cash 
inflows from other groups of assets. Goodwill is tested for groups 
of CGUs that benefit from the synergies resulting from the business 
combinations that gave rise to the goodwill.

These tests consist in comparing the carrying amount of the assets 
with their recoverable amount. The recoverable amount of an asset 
is the higher of its fair value less costs to sell and its value in use. 
Value in use is the present value of the future cash flows expected 
to be derived from a CGU or group of CGUs. The discount rate used 
reflects the current market assessments of the time value of money 

m
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and the risks specific to the asset, CGUs or groups of CGUs tested. 
In absence of a rate specific to the asset tested, the rate used is 
calculated using the average cost of capital.

The discount rates are post-tax rates applied to post-tax cash flows. 
Their use results in the calculation of recoverable amounts identical 
to those obtained by applying pre-tax rates to pre-tax cash flows, 
as required by IAS 36.

An impairment loss is recognized in the income statement where the 
carrying amount of a CGU or group of CGUs exceeds its recoverable 
amount. The impairment loss is first recognized for the goodwill 
allocated to the CGU or groups of CGUs tested and then to the 
other assets of the CGU or group of CGUs on a pro rata basis to 
their carrying amount.

This allocation should not reduce the carrying amount of an individual 
asset below the higher of its fair value, value in use or zero.

Impairment losses recognized for goodwill cannot be reversed, 
contrary to the impairment of property, plant and equipment and 
other intangible assets. For the reversal of an impairment loss, 
the carrying amount of the asset should not exceed the carrying 
amount that would have been determined (net of amortization 
or depreciation) had no impairment loss been recognized for the 
asset in prior years. After recognition of an impairment loss or 
a reversal of an impairment loss, the subsequent depreciation 
(amortization) charge is calculated to allocate the asset’s revised 
carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life.

2.10. Non-derivative financial assets

Initial recognition
Purchases and sales of financial assets are recognized at the date 
of transaction on which Rhodia is committed to the purchase or 
sale of the assets.

A financial asset is derecognized once the Group’s contractual rights 
to receive the future cash flows from the asset have expired or the 
Group has transferred the financial asset to a third party without 
retaining control or substantially all the risks and rewards.

At initial recognition, the financial assets are carried in the balance 
sheet at fair value plus the transaction costs directly attributable to 
the acquisition or issue of the asset (except for the class of financial 
assets measured at fair value through profit or loss for which such 
transaction costs are recognized in profit or loss).

A financial asset is classified as current when the cash flows 
expected to flow from the instrument mature within one year.

Subsequent recognition
At initial recognition, Rhodia classifies financial assets into one 
of the four categories provided in IAS 39 Financial Instruments: 
recognition and measurement according to the purpose of the 
acquisition. This classification determines the method for measuring 
financial assets at subsequent balance sheet dates: amortized cost 
or fair value.

Amortized cost is the amount at which the financial asset is 
measured at initial recognition minus principal repayments, plus 
or minus the cumulative amortization using the effective interest 
method of any difference between that initial amount and the 
maturity amount.

For instruments quoted in an active market, the fair value 
corresponds to a market price. For instruments that are not quoted 
in an active market, the fair value is determined using valuation 
techniques including reference to recent arm’s length market 
transactions or transactions involving instruments which are 
substantially the same, or discounted cash flow analysis including, 
to a maximum extent, assumptions consistent with observable 
market data. However, if the fair value of an equity instrument 
cannot be reasonably estimated, it is measured at cost.

Financial assets at fair value through profit or loss
These are financial assets classified as held for trading that the 
Group has acquired principally for the purpose of selling in the near 
term. They are measured at fair value and subsequent changes in 
fair value are recognized in profit or loss.

Financial assets at fair value through profit or loss include cash 
and cash equivalents.

Loans and receivables
Loans and receivables are non-derivative financial assets with 
fixed or determinable payments that are not quoted in a regulated 
market. They are measured at amortized cost.

This category includes operating receivables, deposits and 
guarantees and loans. These assets are classified in the balance sheet 
as non-current financial assets or other current financial assets 
if the repayment schedule is less than one year (at origination) 
and the asset does not meet the definition of a cash equivalent. 
Operating receivables are classified in the balance sheet as trade 
and other receivables.

Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets 
with fixed or determinable payments and fixed maturity that 
Rhodia has the positive intention and ability to hold to maturity. 
They are measured at amortized cost.
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Available-for-sale financial assets
These are non-derivative financial assets that are designated as 
available for sale or not classified under another category. They 
are measured at fair value, with subsequent changes in fair value 
recognized directly in equity.

Impairment of financial assets (excluding financial assets 
at fair value through profit or loss)
A financial asset or group of financial assets is impaired and 
impairment losses are incurred if there is objective evidence of 
impairment as a result of one or more events that occurred after 
the initial recognition of the asset and such events have a negative 
impact on the estimated future cash flows of the financial asset or 
group of financial assets.

The impairment loss of a financial asset measured at amortized 
cost is equal to the difference between the carrying amount and 
the estimated future cash flows, discounted at the initial effective 
interest rate. The impairment of an available-for-sale financial asset 
is calculated with reference to its current fair value.

An impairment test is performed, on an individual basis, for each 
material financial asset. Other assets are tested as groups of 
financial assets with similar credit risk characteristics.

Impairment losses are recognized in profit or loss. With respect to 
available-for-sale assets, in the event of an impairment loss, the 
cumulative negative changes in fair value previously recognized 
in equity are transferred to profit or loss.

The impairment loss is reversed, if the reversal can be related 
objectively to an event occurring after the impairment was 
recognized. For financial assets measured at amortized cost and 
available-for-sale financial assets which represent debt instruments, 
the reversal is recognized in profit or loss. For available-for-sale 
financial assets which represent equity instruments, the reversal is 
recognized directly in equity. Impairment losses relating to assets 
recognized at cost cannot be reversed.

2.11. Inventories
Inventories are measured at the lower of cost and net realizable 
value. The cost of inventories is determined by using the weighted 
average cost or first-in, first-out (FIFO) method. Inventories having 
a similar nature are measured using the same cost formula.

Finished goods and work-in-progress are measured at the cost 
of production which takes into account, in addition to the cost 
of raw materials and supplies, the costs incurred in bringing 
the inventories to their present location and condition and an 
allocation of overheads excluding administrative overheads. Net 
realizable value is the estimated selling price in the ordinary course 
of business less the estimated costs of completion and the estimated 
costs necessary to make the sale.

2.12. Non-current assets and liabilities held for sale
Non-current assets (or groups of assets and liabilities) held for sale 
are classified separately in the balance sheet under assets held for sale 
and liabilities associated with assets for sale and are measured at the 
lower of net carrying amount and fair value less costs to sell.

They are no longer depreciated (amortized) when classified in this 
category.

2.13. Current and deferred tax
Current tax is the amount of income taxes payable in respect of 
the taxable profit for a period. It also includes the adjustments in 
current tax for previous periods.

Deferred taxes are calculated by tax entity using the balance 
sheet liability method on the temporary differences between the 
carrying amount of assets and liabilities and their tax base. The 
following items do not give rise to the recognition of deferred tax: 
(i) the initial recognition of goodwill, (ii) the initial recognition 
of an asset or liability in a transaction which is not a business 
combination and affects neither accounting profit nor taxable 
profit and, (iii) temporary differences associated with investments 
in subsidiaries and interest in joint ventures insofar as they will not 
reverse in the foreseeable future.

The measurement of deferred tax assets and liabilities is based on 
how the Group expects to recover or settle the carrying amount of 
the assets and liabilities, by using, under the liability method, tax 
rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognized or maintained in assets only where 
it is probable that the tax entity will have future taxable income 
to which the asset can be allocated.

A deferred tax liability corresponding to the taxes on the undistributed 
profits of associates is recognized unless the Group is able to control 
the timing of the reversal of the temporary difference and it is 
probable that it will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset for each tax entity 
when permitted by law.

2.14. Cash and cash equivalents
Cash and cash equivalents comprise cash funds, demand deposits, 
and short-tem, highly liquid investments that are readily convertible 
to known amounts of cash and which are subject to an insignificant 
risk of change in value.

2.15. Non-derivative financial liabilities
Non-derivative financial liabilities are initially recognized at the fair 
value of the amount required to settle the associated obligation, net 
of related costs. Subsequently (insofar as they are not designated 
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as liabilities at fair value through profit or loss), these financial 
liabilities are recognized at amortized cost using the effective 
interest rate method (as defined in Note 2.10).

This heading also includes the “debt” component of compound 
financial instruments. The compound financial instruments issued 
by the Group comprise bonds convertible or exchangeable for new 
or existing shares (OCEANE). An OCEANE is a compound financial 
instrument which grants the bondholder the option to convert 
and/or exchange a bond for a fixed number of Rhodia shares. On 
initial recognition, the total fair value of the compound instrument 
is allocated between its “debt” and “equity” components. The fair 
value of the “debt” component is calculated by discounting future 
flows at the interest rate obtained by Rhodia for a similar bond 
with no conversion or exchange option. The “equity” component 
corresponds to the difference between the total fair value of the 
compound instrument and the fair value of the “debt” component. 
The value allocated to the conversion option remains the same 
over the term of the bond. The “debt” component is subsequently 
measured at amortized cost using the effective interest rate 
method. Issue costs are allocated proportionately to the “debt” 
and “equity” components.

In the balance sheet, non-derivative financial liabilities are classified 
under the “Borrowings” and “Trade and other payables” (with the 
distinction made between the current and non-current portions).

2.16. Risk management and derivatives
The Group uses derivatives (interest rate swaps and options, currency 
futures, commodity options and swaps and energy purchase and 
sale contracts) to hedge its exposure to foreign exchange, interest 
rate and commodity risk arising from its operating, financing and 
investing activities. Derivatives are initially recognized at fair value 
and subsequently remeasured at fair value on each balance sheet 
date. Changes in fair value are recognized in the income statement 
under financial income or expenses except in certain cases when 
hedge accounting is applicable:

cash flow hedges: The change in the value of the effective portion 
of the derivative is recognized directly in equity. It is reclassified 
to profit or loss under a heading corresponding to the hedged 
item when the item is recognized in profit or loss or the Group 
no longer expects the hedged transaction to be realized. The 
change in value corresponding to the ineffective portion of the 
derivative is recognized directly in financial income or expense. 
When the expected transactions gives rise to the recognition 
of a non-financial asset or liability, the cumulative changes in 
the fair value of the hedging instrument previously recognized 
in equity are included in the initial measurement of the asset 
or liability;

fair value hedge: the change in the fair value of the derivatives is 
recognized in profit or loss under the same heading as the change 

m

m

in fair value of the hedged item for the portion attributable to 
the hedged risk;

h edge for a net investment in a foreign entity: the changes in 
the fair value of the hedging instrument are recognized in equity 
for the effective portion of the hedging relationship, while the 
changes in fair value relating to the ineffective portion of the 
hedge are recognized in profit or loss from financial items. Upon 
disposal of the net investment in the foreign entity, all changes 
in fair value of the hedging instrument previously recognized in 
equity are transferred to the income statement under the same 
heading as the disposal gains or losses.

2.17. Provisions for retirement obligations and other 
long-term employee benefits

The Group’s employees are offered various post-employment 
and other long-term employee benefits as a result of legislation 
applicable in certain countries and the contractual agreements 
entered into by the Group with its employees. These benefits are 
classified under defined benefit or defined contribution plans.

 Defined contribution plans
Defined contribution plans involve the payment of contributions to 
a separate entity, thus releasing the employer from any subsequent 
obligation, as the entity is responsible for paying the amounts due 
to the employee. Once the contributions have been paid, no liability 
is shown in the Rhodia financial statements.

 Defined benefit plans
Defined benefit plans concern all plans other than defined 
contribution plans. Rhodia is required to provide for the benefits 
to be paid to active employees and pay those for former employees. 
Actuarial and/or investment risks fall, in substance, upon the 
Group.

These plans mainly concern:

retirement benefits: pension plans, termination benefits, other 
retirement obligations and supplemental benefits;

other long-term employee benefits: long-service benefits granted 
to employees according to their seniority in the Group;

other employee benefits: post-employment medical care.

Taking into account projected final salaries (projected credit unit 
method) on an individual basis, pension, supplemental retirement 
and termination benefits are measured by applying a method using 
assumptions involving the discount rate, expected long-term return 
on plan assets specific to each country, life expectancy, turnover, 
wages, annuity revaluation, medical cost inflation and discounting 
of sums payable. The assumptions specific to each plan take into 
account the local economic and demographic contexts.

m

m

m

m
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The amount recorded under retirement obligations and other long-
term employee benefits corresponds to the difference between 
the present value of future obligations and the fair value of the 
plan assets intended to hedge them, less, where necessary, any 
unamortized past service cost (except regarding other long-term 
employee benefits for which the past service cost is immediately 
recognized in profit or loss). If this calculation gives rise to a 
net commitment, an obligation is recorded in liabilities. If the 
measurement of the net obligation gives rise to surplus for the 
Group, the asset recognized for this surplus is limited to the net 
total of any unrecognized past service cost and the present value 
of any future plan refunds or any reduction in future contributions 
to the plan.

Rhodia has adopted the option offered by the amendment to IAS 
19. Hence the actuarial gains and losses on retirement benefits 
arising from experience adjustments and/or changes in actuarial 
assumptions are recognized directly in equity for the period in 
which they occur in consideration of the increase or decrease in 
the obligation. They are disclosed in the consolidated statement 
of income and expenses for the period.

The actuarial gains and losses relating to other long-term benefits 
and other employee benefits are fully recognized in profit or loss 
for the period in which they occur.

The interest expenses arising from the reverse discounting of 
retirement benefits and similar obligations and the financial income 
from the expected return on plan assets are recognized in profit or 
loss from financial items.

The amendment or introduction of a new post-employment or 
other long-term benefit plan May increase the present value of 
the defined benefit obligation for services rendered in previous 
periods, otherwise known as past service cost. This past service 
cost is recognized in profit or loss on a straight-line basis over 
the average period until the corresponding benefits are vested by 
employees. The benefits vested upon adoption or amendment of 
the plan are immediately recognized in profit or loss.

The actuarial calculations of retirement obligations and other long-
term benefits are performed by independent actuaries.

2.18. Share-based payment
Rhodia has set up various compensation plans for employees 
offering bonus shares, preferential stock subscription and stock 
purchase and subscription options.

The fair value of services rendered by employees in consideration for 
the granting of shares or options represents an expense. This expense 
is recognized on a straight-line basis in the income statement over 

the vesting periods relating to these shares or options with the 
recognition of a corresponding adjustment in equity.

The fair value of services rendered is measured in reference to 
the fair value of the shares or options on the grant date. Where 
appropriate, the cost of the non-transferability of shares by the 
holder, determined using observable market data on the grant date 
and the specific market characteristics of the Rhodia share, is taken 
into account.

At each balance sheet date, the Group re-estimates the number 
of shares or options likely to be vested. The impact of the revised 
estimates is recognized in profit or loss against a corresponding 
adjustment in equity.

2.19. Provisions
A provision is recognized when Rhodia has a legal or constructive 
obligation as a result of a past event, which can be reliably 
measured, and whose settlement is expected to result in an outflow 
of economic resources for Rhodia.

Provisions are discounted in order to take into account market 
assessments of the time value of money using risk free rates net 
of inflation and specific to the relevant geographical areas. The 
impact of interest rate fluctuations and changes to estimated future 
cash flows is recognized in other operating expenses in the income 
statement. The interest expense (reverse discounting) is recognized 
in finance costs in the income statement.

Environmental liabilities
Rhodia periodically analyzes all its environmental risks and the 
corresponding provisions. Rhodia measures these provisions to the 
best of its knowledge of applicable regulations, the nature and 
extent of the pollution, clean-up techniques and other available 
information.

Restructuring
Restructuring comprises all measures designed to permanently 
adapt structures, production and employees to economic changes. 
A provision for restructuring is recognized when the Group has 
approved a detailed formal plan and has either started to implement 
the plan, or announced its main features to the public.

2.20. Net sales and other revenue
Net sales and other revenue are measured at the fair value of the 
consideration received or receivable, net of returns, rebates and 
trade benefits granted and sales tax, once the risks and rewards 
inherent to the ownership of the goods have been transferred to 
the customers or the service has been rendered.
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Net sales comprise the sales of goods (goods and goods for resale) 
and value-added services corresponding to Rhodia’s know-how.

Other revenue includes the provision of services primarily 
corresponding to the rebilling of costs incurred on behalf of 
third parties and commodity and utility trading transactions, or 
other revenue deemed as incidental by the Group (e.g. temporary 
contracts following the sale of businesses).

Net sales and other revenue are recognized when all the following 
conditions have been satisfied:

(i) the entity has transferred to the buyer the significant risks 
and rewards of ownership of the goods or, with respect to the 
rendering of services, the stage of completion can be measured 
reliably;

(ii) the entity retains neither continuing managerial involvement 
to the degree usually associated with ownership nor effective 
control over the goods sold;

(iii) the amount of revenue can be measured reliably;

(iv) it is probable that the future economic benefits associated 
with the transaction will flow to the entity and; 

(v) the costs incurred or to be incurred in respect of the transaction 
can be measured reliably.

2.21. Restructuring costs
Restructuring costs include severance pay, compensation for the 
early termination of operating leases and all exit costs arising 
from restructurings, including impairment losses recognized on 
discontinued assets due to the closure of a site or operation. They 
are recognized net of reductions in employee benefits already 
accrued, in case of loss of these benefits by employees.

2.22. Other operating income and expenses
Other operating income and expenses mainly comprise:

the gains or losses on disposal of non-current assets where they 
do not relate to operations sold or for sale which are disclosed 
under profit or loss from discontinued operations in the income 
statement;

other material operating income and expenses resulting from 
unusual events and likely to distort the analysis and comparability 
of the Group’s performance.

2.23. Operating profit or loss
Operating profit or loss corresponds to all income and expenses 
not arising from financing activities, associates, discontinued 
operations and income tax.

m

m

2.24. Finance income and costs
Finance costs comprise the interest on borrowings calculated using 
the effective interest rate method, the systematic amortization of 
transaction costs relating to credit lines, borrowing prepayment or 
credit line cancellation costs and the expensing of the discounting 
cost of non-current liabilities.

Finance income comprises the expected return on plan assets, cash 
income and dividends.

Net foreign exchange gains or losses and the changes in fair value 
of derivatives are presented respectively in finance income or costs, 
with the exception of changes in fair value of derivatives which are 
recognized on the same line item as the hedged transaction.

All interest on borrowings is recognized in finance costs as incurred, 
with the exception of interest arising from the acquisition, 
construction and production of an eligible intangible asset or item 
of property, plant and equipment that is capitalized in the cost of 
the asset in accordance with the alternative treatment authorized 
by IAS 23 Borrowing Costs.

2.25. Income tax expense
Tax expense or tax income for the period includes current tax and 
deferred tax. Tax is recognized in profit or loss unless it relates to 
items that are directly recognized in equity, in which case tax is 
recognized in equity.

2.26. Discontinued operations
A discontinued operation is a component of Rhodia that either has 
been disposed of, or is classified as held for sale, and represents a 
separate major line of business or geographical area of operations 
or is a subsidiary acquired exclusively with a view to resale. An 
operation is classified as discontinued at the time of its sale or 
beforehand if the operation satisfies the criteria for classification 
as held for sale.

The net profit or loss from operations sold or for sale and, where 
necessary, disposal gains or losses and impairment losses subsequent 
to the measurement of assets at fair value less costs to sell, are 
disclosed in the income statement under “Profit or loss from 
discontinued operations”.

When a component of the operation is classified in discontinued 
operations, the comparative income statements are restated as if 
the component had been classified in discontinued operations at 
the beginning of each previous comparative period.
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2.27. Earnings per share
Basic earnings per share is calculated by dividing profit or loss 
attributable to Rhodia shareholders by the weighted average 
number of ordinary shares outstanding during the period, after 
deduction of the shares owned by Rhodia.

Diluted earnings per share is calculated by taking into account all 
existing dilutive instruments and the value of the goods or services 
receivable for each stock purchase or subscription option.

Rhodia also discloses basic and diluted earnings per share for 
continued and discontinued operations.

2.28. Segment information
A segment is a distinguishable component of the Group that is 
either engaged in providing related products or services (business 
segment) or providing products or services within a particular 
economic environment (geographical segment) and that is subject 
to risks and returns that are different from those of components 
operating in other economic environments. Rhodia’s primary 
segment reporting format is business segments.

NOTES TO THE C ONSOLIDATED I NCOME S TATEMENT

NOTE 3  Segment I nformation

The following information concerns continuing operations. Information on discontinued operations is presented in Note 10.

Rhodia is organized into 7 enterprises corresponding to its business segments. This organization did not change during fiscal year ended 
December 31, 2007.
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3.1. Information by business segment
Inter-segment transactions are performed at arm’s length under normal market conditions.

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 

and  Other (2) Group

For the year ended 
December 31, 2007
Net sales 1,975 441 931 463 218 842 202 70 5,142
Other revenue 117 6 8 7 9 91 482 57 777
Inter-company sales – Net 
sales (40) - (5) (3) - (10) - (3) (61)
Inter-company sales 
– Other revenue (18) (3) (1) (1) - (56) (207) (16) (302)
External net sales 1,935 441 926 460 218 832 202 67 5,081
External other revenue 99 3 7 6 9 35 275 41 475
Operating profit/(loss) 156 42 71 50 54 35 165 (125) 448
Share of profit/(loss) of 
associates 2 2
Profit/(loss) from financial 
items (294)
Income tax benefit/
(expense) (83)
Profit/(loss) from 
continuing operations 73
Recurring Ebitda (1) 280 83 109 84 70 82 181 (90) 799
(1) Recurring Ebitda comprises Operating profit or loss prior to depreciation and impairment, restructuring costs and other operating income and expenses.

(2) Corporate and Other net sales mainly comprise sales from the trading activity, which consists of the purchase and resale by the Group’s international sales network 

of products from the Group’s other segments or third-party partners in the chemical industry (€ 70 million in 2007).

Other revenue is generated from incidental businesses not directly related to the other enterprises and mainly comprises internal and third party industrial service 

sales (€ 57 million in 2007).

The operating loss of this business segment was primarily attributable to the margin on trading and incidental activities (€ 6 million in 2007), the expenses of 

the  Group’s Corporate functions and departments (€ (125) million in 2007), restructuring costs relating to the Group’s reorganization initiated at the end of 2003 

(€(6) million in 2007), and finally expenses relating to the recognition of additional environmental provisions for discontinued sites and activities and disposal gains 

and losses (€ 1 million in 2007).



Reference Document 2007 - RHODIA 2007 137

FINANCIAL INFORMATION CONCERNING THE COMPANY’S ASSETS 
AND LIABILITIES, FINANCIAL POSITION AND PROFITS 20Financial Positions

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 

and Other (3) Group

For the year ended 
December 31, 2006
Net sales 1,922 447 936 412 230 875 25 67 4,914
Other revenue 125 5 10 5 6 110 450 163 874
Inter-company sales – Net 
sales (84) - (6) (2) - (10) - (2) (104)
Inter-company sales 
– Other revenue (21) (2) (2) (1) - (69) (253) (75) (423)
External Net sales 1,838 447 930 410 230 865 25 65 4,810
Other external revenue 104 3 8 4 6 41 197 88 451
Operating profit/(loss) 172 78 76 33 58 31 76 (165) 359
Profit/(loss) from financial 
items (305)
Income tax benefit/
(expense) 57
Profit/(loss) from 
continuing operations 111
Recurring Ebitda (1) 284 108 110 61 79 74 60 (93) 683
(1) Recurring Ebitda comprises Operating profit or loss prior to depreciation and impairment, restructuring costs and other operating income and expenses.

(3) Corporate and Other net sales mainly comprise sales from the trading activity, which consists of the purchase and resale by the Group’s international sales network 

of products from the Group’s other segments or third-party partners in the chemical industry (€ 67 million in 2006).

Other revenue is generated from incidental businesses not directly related to the other enterprises and mainly comprises internal and third party industrial service 

sales (€ 163 million in 2006).

The operating loss in this business segment was primarily attributable to the margin on trading and incidental activities (€ 24 million in 2006), the expenses of 

the Group’s Corporate functions and departments (€ (166) million in 2006), restructuring costs relating to the Group’s reorganization initiated at the end of 2003 

(€(12) million in 2006), and finally expenses relating to the recognition of additional environmental provisions for discontinued sites and activities and disposal gains 

and losses (€ 10 million in 2006).

The analysis by business segment of income and expenses with no impact on cash flow is as follows:

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 
and Other Group

For the year ended 
December 31, 2007
Depreciation and 
impairment (100) (32) (36) (28) (16) (40) (12) (30) (294)
Current and non-current 
provisions (5) 3 7 3 - 3 - 74 85
Gain/(loss) on disposal of 
non-current assets - - 1 (1) - 29 (4) 2 27
For the year ended 
December 31, 2006
Depreciation and 
impairment (92) (30) (34) (28) (19) (41) (11) (49) (304)
Current and non-current 
provisions 10 9 13 5 - 29 - 60 126
Gain/(loss) on disposal of 
non-current assets - - - - - 4 27 2 33
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Assets, liabilities and capital expenditure (acquisitions of intangible assets and property, plant and equipment) by business segment break 
down as follows:

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 
and Other Group

Year ended 
December 31, 2007
Assets by business segment 1,284 281 512 375 182 517 129 268 3,548
Unallocated assets (1) 930 930
To tal assets 4,478
Liabilities by business 
segment 509 205 232 111 27 465 140 1,112 2,801
Unallocated liabilities (2) 2,045 2,045
To tal liabilities 4,846
Capital expenditure 101 17 32 34 21 63 6 50 324

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 
and Other Group

Year ended 
December 31,  2006
Assets by business segment 1,292 304 586 387 200 553 124 285 3,731
Unallocated assets (1) 1,422 1,422
To tal assets  5,153
Liabilities by business 
segment 486 201 302 158 36 513 79 1,137 2,912
Unallocated liabilities (2) 2,869 2,869
To tal liabilities  5,781
Capital expenditure 93 21 29 43 16 49 23 37 311
(1) Unallocated assets include financial assets with the exception of trade receivables and available-for-sale financial assets, current tax receivables and deferred tax 

assets in addition to assets held for sale.

(2) Unallocated liabilities include financial liabilities with the exception of trade payables, current tax payables and deferred tax liabilities in addition to liabilities held for 

sale.

3.2. Information by geographical area
Total net sales and other revenue by geographical area break down as follows:

(in millions of euros) 2007 2006
France 962 915
Rest of Europe 1,562 1,418
North America 887 834
South America 809 812
Asia and other countries 1,336 1,282
TOTAL 5,556 5,261

Net sales by geographical area are calculated according to the customer’s geographical location.
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Segment assets based on their geographical location break down as follows:

(in millions of euros) 2007 2006
France 1,469 1,542
Rest of Europe 478 526
North America 570 644
South America 490 467
Asia and other countries 541 552
TOTAL 3,548 3,731

The costs incurred for the acquisition of segment assets (property, plant and equipment and intangible assets), based on the assets’ 
geographical location, are as follows:

(in millions of euros) 2007 2006
France 153 147
Rest of Europe 18 41
North America 52 38
Latin America 36 41
Asia and other countries 65 44
TOTAL 324 311

NOTE 4  Employee E xpenses

This information is presented prior to the reclassification of discontinued operations.

(in millions of euros) 2007 2006
Wages (615) (709)
Social security contributions (including expenses for defined contribution plans) (216) (249)
Other employee expenses (61) (77)
Retirement benefits and similar obligations (65) (54)
Share-based payments (18) (9)
TOTAL (975) (1,098)

Other employee expenses mainly include training costs and severance pay.

The heading “Share-based payments” includes the expenses relating to the bonus share allotment and stock option plans (see Note 34).
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NOTE 5  Depreciation and I mpairment of T angible and I ntangible A ssets

The depreciation and impairment included in operating expenses concern the following assets:

(in millions of euros) 2007 2006
Property, plant and equipment - depreciation (255) (265)
Development expenditure - depreciation (4) (3)
Other intangible assets - depreciation (25) (32)
Property, plant and equipment – impairment (9) (4)
Development expenditure – impairment (1) -
Total excluding items recognized in profit or loss from discontinued operations (294) (304)
Depreciation of items recognized in profit or loss from discontinued operations (1) (31)
Impairment of items recognized in profit or loss from discontinued operations - (4)
Total depreciation and impairment (295) (339)

The depreciation and impairment included in operating expenses and presented by function in the income statement break down as follows:

(in millions of euros) 2007 2006
Cost of sales (251) (260)
Administrative and selling expenses (31) (33)
Research and development expenditure (11) (11)
Restructuring costs (1) -
Total continuing operations (294) (304)
Discontinued operations (1) (35)
Total depreciation and impairment (295) (339)

5.1. Impairment tests
In accordance with the methodology adopted by the Group for 
the implementation of impairment tests (see Note 2.9) and in 
the absence of fair value observable in an organized market, the 
recoverable amount of cash generating units (CGUs) or groups of 
CGUs corresponds to their value in use, which is defined as equal to 
the sum of net cash flows from the latest forecasts for each CGU or 
group of CGUs and determined using the following methods:

5-year business plan prepared by management based on 
growth and profitability assumptions, taking into account past 
performances, forecast changes in the economic environment 
and expected market development;

consideration of a terminal value determined by capitalizing a 
standard cash flow obtained by extrapolating the most recent 
cash flow of the explicit business plan period, affected by a long-
term growth rate deemed appropriate for the activity and the 
location of the assets;

m

m

discounting of expected cash flows at a rate determined using 
the weighted average capital cost formula of Rhodia.

The main assumptions used in 2007 for annual impairment tests 
on goodwill and tests on other intangible assets and property, 
plant and equipment on account of indications of impairment 
are as follows:

Discount rate
For the weighted average cost of capital, the market parameters 
were determined using a sample of 8 companies from the chemicals 
industry.

Considering these parameters and a market risk premium of 4.9%, 
the weighted average cost of capital used to discount future cash 
flows was set at 8.5% (7.5% in 2006).

m
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Long-term growth rate
The rates used for the main CGUs or group of CGUs were as follows:

2007
Polyamide 2.0%
Novecare 1.7%
Silica (Silcea) 3.0%
Electronics & Catalysis (Silcea) 2.0%
Eco services 2.0%
Acetow 2.0%
Organics 2.0%

The long-term growth rates used in 2007 are unchanged compared to those applied in 2006.

5.2. Impairment by business segment

(in millions of euros) 2007 2006
Polyamide (1) -
Acetow (1) -
Novecare (3) -
Silcea (1) -
Organics (4) (3)
Energy Services - (1)
TOTAL (10) (4)

The impairment losses recognized in profit or loss from discontinued operations are analyzed in Note 10.1

 The impairment tests conducted in 2007 led to the recognition 
of goodwill in the amount of €(10) million for assets, including 
€(9) million for property, plant and equipment mainly relating to 
definitive production stoppages and €(1) million for intangible 
assets relating to research and development expenditure incurred 
on projects which were discontinued.

The impairment tests performed at December 31, 2007 did not 
lead to any impairment of goodwill, as the recoverable amounts 
of the groups of CGUs were significantly higher than their 
carrying amounts. The sensitivity analyses carried out on the main 

assumptions (discount rate, long-term growth rate) did not call 
into question the results of the impairment tests.

The impairment tests performed in 2006 led to the impairment of 
property, plant and equipment in the amount of €(4) million.

The impairment tests performed at December 31, 2006 did not lead 
to any impairment of goodwill.
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NOTE 6  Restructuring C osts

(in millions of euros) 2007 2006
New plans (51) (19)
Re-estimated costs of previous plans (2) (2)
Impairment of non-current assets (1) -
Impairment of current assets (1) -
TOTAL (55) (21)

A description of restructuring plans is provided in Note 28.3.

Restructuring costs by business segment break down as follows:

(in millions of euros) 2007 2006
Polyamide (1) (2)
Acetow (8) -
Novecare (2) -
Silcea (1) -
Organics (37) (8)
Corporate and Other (6) (11)
TOTAL (55) (21)

NOTE 7  Other O perating I ncome and E xpenses

(in millions of euros) 2007 2006
Net gains or losses on disposal of assets 27 33
Environmental expenses (14) (4)
Other operating income and expenses (16) (28)
TOTAL (3) 1

The disposal gains and losses recognized in 2007 mainly include the 
gain on the sale of the Sulfuric acid business in France to Adisséo, a 
subsidiary of China National Bluestar Corporation, and the gain on 
the sale of the Di-Calcium Phosphates business to Innophos.

The disposal gains and losses recognized in 2006 mainly include 
a capital gain of €27 million (net of costs) arising from the sale 
of 50% of the shares held by Rhodia in ORBEO (see Note 2.5). At 
the time of its creation, Rhodia designated ORBEO as a Project 
Participant under the UNFCC (United Nations Framework 
Convention for Climate Change) and accordingly provided it with 
emission rights at no cost. The assigment is irrevocable and does not 
include any delivery guarantee on behalf of Rhodia. In the event 
that the designated approved projects do not produce such CERs, 
ORBEO (and Société Générale É nergie ) have no recourse against the 
Company. The Company considered that all significant activities 

have been performed by the Company, such that the earnings 
process is complete and recognized the related gain on sale.

In 2007, other operating income and expenses mainly comprise 
the impairment losses recognized on the receivables held with the 
Nylstar Group, whose main subsidiaries filed for bankruptcy in 
the second half of 2007. Considering the previously recognized 
impairment losses and those recognized in 2007, the residual 
carrying amount of Rhodia’s receivables with the Nylstar Group 
as of December 31, 2007 is not material.

In 2006, other operating income and expenses mainly comprise the 
impairment losses on receivables.

Environmental expenses are analyzed in Note 28.4.
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NOTE 8  Profit/(loss) from F inancial I tems

(in millions of euros) 2007 2006
Finance costs (423) (448)
Finance income 129 143
Profit/(loss) from financial items (294) (305)
Gross interest expense on borrowings (245) (275)
Fees and commissions on financial transactions (23) (20)
Income from cash equivalents 17 15
Result from available-for-sale financial assets 3 (2)
Discounting effects (139) (131)
Expected return on pension plan assets 94 93
Gains and losses from interest rate derivatives (2) 3
Foreign exchange gains and losses (3) 10
Others 4 2

The discounting effects mainly comprise the finance cost relating to retirement benefit obligations (see Note 27.1).

The total non-recurring expense relating to refinancing transactions was €96 million in 2007 and €77 million in 2006.

In 2007, this expense breaks down as follows:

gross interest expense on borrowings for €91 million;

fees and commissions on financial transactions for €3 million;

gains and losses from interest rate derivatives for €2 million.

8.1. Gross interest expense on borrowings
This heading corresponds to the gross interest expense on borrowings measured at amortized cost, including the interest on interest rate 
derivatives eligible for cash flow hedge accounting (see Note 26.2).

The interest expense breaks down as follows:

(in millions of euros) 2007 2006
Recurring interest expense (154) (198)
Expenses related to refinancing transactions (91) (77)
Gross interest expense on borrowings (245) (275)

m

m

m

The decrease in recurring interest expense arises from the various 
refinancing transactions performed in 2006 and 2007 (see 
Note 24.1).

In 2007, refinancing expenses include the penalties on the 
redemption of High Yield notes:

€59 million with respect to the USD 415 million early redemption 
of US dollar-denominated High Yield Senior notes bearing 
interest at 10.25% and maturing in 2010;

m

€32 million with respect to the early redemption of High Yield 
Senior and Subordinated notes maturing in 2010 and 2011 for 
principal amounts of USD 305 million and €332 million.

In 2006, they included penalties of €77 million from the 
redemption in November 2006 of High Yield notes in the amounts 
of €720 million and USD 197 million.

8.2. Fees and commissions on financial transactions
These costs mainly correspond to the financial expenses on current 
transactions and the borrowing expenses not calculated using the 
amortized cost method.

m
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In 2007, they comprise refinancing expenses of €3 million euros 
corresponding to the accelerated depreciation of the origination 
costs relating to the €300 million syndicated credit line (Revolving 
Credit Facility) of March 2006 subsequent to its replacement by a 
new €600 million syndicated credit line in April 2007.

8.3. Foreign exchange gains or losses
Foreign exchange gains or losses in 2007 are immaterial. In 2006, 
this heading mainly comprised the gains on the unhedged portion 
of US dollar-denominated debt that was almost entirely redeemed 
in February and June 2007.

NOTE 9  Income T ax

Tax income (expense) breaks down as follows:

(in millions of euros) 2007 2006
Current income tax expense (58) (40)
Deferred tax income / (expense) (25) 97
Tax income / (expense) for the year (83) 57

The reconciliation between the theoretical tax expense at the statutory tax rate in France and the actual tax expense after reclassification 
of discontinued operations is as follows:

(in millions of euros) 2007 2006
Profit/(loss) before income tax 156 54
Statutory tax rate in France 33.33% 33.33%
Theoretical tax expense at the statutory rate in France (52) (18)
Permanent differences (4) 21
Tax rate difference between France and other countries (2) (3)
Transactions liable for reduced tax rate 2 5
Changes in deferred tax rates (7) -
Recognition of deferred tax assets previously not recognized - 99
Withholding tax (6) (5)
Other taxes (4) (1)
Unrecognized deferred tax assets (10) (41)
Tax Income / (expense) (83) 57
Effective tax rate 53.2% (104.4)%

The 2007 tax expense essentially corresponds to the income tax 
reported by US, Brazilian and Italian entities. In 2006, a tax benefit 
was recognized in the United States for a net amount of €84 million 
due to the probability of future taxable profits.

Management has not modified its estimate of the probability of 
recovering the deferred tax assets relating to the French and British 
tax groups. Hence, their deferred tax assets were recognized up 
to the amount of deferred tax liabilities so that the deferred tax 
position of the French and British tax groups show a nil value.
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NOTE 10  Assets H eld for S ale and D iscontinued O perations

10.1. Profit/(loss) from discontinued operations

(in millions of euros) 2007 2006
Net sales 54 654
Other revenue 2 40
Impairment - (4)
Net operating expenses (74) (684)
Net finance costs (3) (13)
Profit/(loss) from discontinued operations before tax and gains/(losses) on disposals (21) (7)
Gains/(losses) on disposals 80 (30)
Tax effect (1) (8)
Profit/(loss) from discontinued operations 58 (45)

Disposals in 2006 and 2007
In 2007, Rhodia completed the following disposals:

at the end of January, the Silicones activity was sold to China 
National Bluestar Corporation;

at the end of April, the Phosphates Production business in Spain 
of the Corporate and Other segment was sold to MISA Inc.;

on May 14, 2007, Rhodia and SNIA, joint shareholders in Nylstar, 
finalized the sale of their 50% interest in Nylstar to a third party 
designated by Nylstar’s lending banks.

The disposal gains and losses recognized in 2007 mainly relate to 
the sale of the Silicones business and the sale of the Phosphates 
Production business in Spain.

In 2006, Rhodia completed the following disposals:

at the end of January, the “Decorative Coatings and Adhesives” 
business (Latex Business) of the former Coatis unit was sold to 
Hexion Specialty Chemicals Inc.;

m

m

m

m

at the end of March, Rhodia sold the “Development and 
custom synthesis for the pharmaceuticals industry” business 
of the former Rhodia Pharma Solutions unit to Shasun 
Chemicals  &  Drug  Ltd.;

at the end of December, the European business for the production 
and sale of industrial wires and fibers (Polyamide) was sold to 
Butler Capital Partners.

The disposal gains and losses for 2006 mainly relate to the sale of 
the “Development and custom synthesis for the pharmaceuticals 
industry” business. This generated a disposal loss mainly due to 
the transfer to profit or loss of the €18 million translation reserve 
related to the sale of this US subsidiary.

Disposals in progress at December 31, 2007
At December 31, 2007, there were no disposals in progress that 
required classification as discontinued operations.

m

m

Profit or loss from discontinued operations by business segment

(in millions of euros) Polyamide Acetow Novecare Silcea
Eco 

Services Organics
Energy 

Services
Corporate 
and Other Group

2007
Profit/(loss) from 
discontinued operations (9) - - 99 - - - (32) 58
2006
Profit/(loss) from 
discontinued operations 13 - 1 23 - (50) - (32) (45)

The gain from discontinued operations of the Silcea segment mainly corresponds to the gain on the sale of the Silicones business at the 
end of January 2007.

The loss from discontinued operations of the Corporate and Other segment mainly includes the loss arising from sale of the Phosphates 
Production business in Spain at the end of April 2007.
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The loss from discontinued operations of Organics mainly reflects in 
2006 the loss arising from the “Development and custom synthesis 
for the pharmaceuticals industry” business of the former Rhodia 
Pharma Solutions unit.

The 2006 gain and 2007 loss from discontinued operations of the 
Polyamide segment involve the Industrial Yarns business in Europe, 
the sale of which was finalized in December 2006.

10.2. Assets held for sale and associated liabilities

(in millions of euros) 2007 2006
Property, plant and equipment 2 219
Intangible assets - 8
Other non-current assets 4 50
Inventories 8 74
Trade and other receivables 8 83
Cash and cash equivalents 3 3
Assets classified as held for sale 25 437
Provisions (non-current) - 7
Other non-current liabilities - 141
Trade and other payables 7 86
Other current liabilities - 6
Liabilities associated with assets classified as held for sale 7 240

At December 31, 2007, assets held for sale and associated liabilities 
correspond to various disposal projects that are immaterial on an 
individual basis.

At December 31, 2006, assets held for sale and associated liabilities 
mostly concern the Silicones Business.

NOTE 11  Earnings per S hare

Following the reverse share split of June 12, 2007 (see Note 23.2), the number of shares shown below for 2007 and 2006 corresponds to 
the number of shares existing after the reverse share split.

The average number of outstanding shares prior to and after dilution is determined as follows:

(in number of shares) 2007 2006
Number of shares issued at January 1 100,348,847 98,059,712
Shares issued in connection with the June 30, 2006 capital increase - 2,289,135
Shares issued in connection with the exercise of options (see Note 34) 18,984 -
Number of shares issued at December 31 100,367,831 100,348,847
Weighted average number of shares outstanding at December 31, before dilution 100,357,347 99,219,959
Granting of bonus shares 1,065,840 333,931
Granting of stock subscription options 194,938 117,877
Issue of stock subscription warrants  (1) 17,932 9,089
Weighted average number of shares outstanding at December 31, after dilution 101,636,057 99,680,856
(1) Subscription warrants granted to the Group’s German subsidiaries during the share capital increase reserved for employees in 2006.

To calculate the average number of outstanding shares after dilution, the potential shares relating to the convertible bonds issued in 
April 2007 (see Note 24.1) were not taken into account as they are not dilutive.
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Basic and diluted earnings per share are determined as follows:

(in millions of euros) 2007 2006
Profit/(loss) from continuing operations for the period attributable to equity holders of Rhodia S.A. 71 107
Profit/(loss) from discontinued operations for the period attributable to equity holders of Rhodia S.A. 58 (45)
Profit/(loss) for the period attributable to equity holders of Rhodia S.A. 129 62
Earnings per share ( in euros)

Basic earnings per share of continuing operations 0.71 1.08
Diluted earnings per share of continuing operations 0.70 1.07
Basic earnings per share of discontinued operations 0.58 (0.46)
Diluted earnings per share of discontinued operations 0.57 (0.45)
Basic earnings per share 1.29 0.62
Diluted earnings per share 1.27 0.62

NOTES TO THE C ONSOLIDATED B ALANCE S HEET
The movements presented in the notes to the consolidated balance sheet include those which impacted assets and liabilities held for sale 
until their classification under separate headings in the balance sheet. The net flows subsequent to this classification are presented in 
“Other movements”.

NOTE 12  Property, P lant and E quipment

(in millions of euros) Land Buildings
Machinery and 

equipment
PPE under 

construction Total

Year ended December 31, 2007
At January 1, 2007 117 279 1,219 145 1,760
Additions and assets under construction (1) 1 27 214 13 255
Disposals and retirements (2) (2) (9) - (13)
Depreciation - (36) (220) - (256)
Impairment - (1) (8) - (9)
Changes in consolidation scope (2) (1) (2) (4) (1) (8)
Currency translation differences and other movements (3) (7) (10) (20) (6) (43)
At December 31, 2007 108 255 1,172 151 1,686
Gross value 137 819 4,333 151 5,440
Accumulated depreciation and impairment (29) (564) (3,161) - (3,754)
Net carrying amount at December 31, 2007 108 255 1,172 151 1,686
(1) Assets under construction represent €227 million in 2007.

(2) The changes in consolidation scope mainly include the impact arising from the change in consolidation method for GIE Osiris (France) into equity method for 

€(20) million, previously fully consolidated, and the purchase of the Washcoat Alumina business from the US group Grace & Co-Conn for €9 million.

(3) The foreign exchange loss generated in 2007 totaled €(43) million.
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(in millions of euros) Land Buildings
Machinery and 

equipment
PPE under 

construction Total

Year ended December 31, 2006
At January 1, 2006 131 351 1,533 120 2,135
Additions and assets under construction (4) 5 42 187 44 278
Disposals and retirements (6) (11) 14 (7) (10)
Depreciation (2) (40) (256) - (298)
Impairment - (1) (3) - (4)
Changes in consolidation scope (5) (3) (14) (36) (5) (58)
Currency translation differences and other movements (6) (8) (48) (220) (7) (283)
At December 31, 2006 117 279 1,219 145 1,760
Gross value 149 835 4,552 145 5,681
Accumulated depreciation and impairment (32) (556) (3,333) - (3,921)
Net carrying amount at December 31, 2006 117 279 1,219 145 1,760
(4) Assets under construction represent €191 million in 2006.

(5) The changes in consolidation scope include the sale of the Industrial Wires and Technical Fibers businesses of the Polyamide unit for €(64) million (see Note 10.1) 

and the absorption of Polimer Iberia (Spain), previously proportionately consolidated by Rhodia Iberia SL for €10 million.

(6) The foreign exchange loss generated in 2006 totaled €(60) million. Other movements include the classification of the Silicones business assets as held for sale in 

the amount for €(206) million (see Note 10.2) and classification of the Sulfur Products business of the Organics unit for €(12) million.

The impairment losses recognized in 2006 and 2007 are detailed in Note 5 for assets in continuing use and in Note 10 for assets classified 
as held for sale.

Finance-leased assets break down as follows:

(in millions of euros) Land and Buildings
Machinery and 

equipment Total

At December 31, 2007
Gross value 4 29 33
Depreciation (4) (16) (20)
Total finance-leased assets - 13 13
At December 31, 2006
Gross value 15 70 85
Depreciation (5) (35) (40)
Total finance-leased assets 10 35 45

NOTE 13  Goodwill

13.1. Segment allocation

(in millions of euros) 2007 2006
Polyamide 9 10
Acetow 3 3
Novecare 122 134
Silcea 30 30
Eco services 33 37
Organics 10 11
TOTAL 207 225
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13.2. Movements during the year

(in millions of euros) Gross Impairment Net
At December 31, 2007 228 (21) 207
Currency translation differences (20) 2 (18)
At January 1, 2007 248 (23) 225
At December 31, 2006 248 (23) 225
Disposals (85) 78 (7)
Transfer to assets classified as held for sale (44) 44 -
Currency translation differences (10) (2) (12)
At January 1, 2006 387 (143) 244

No impairment was recognized in 2006 and 2007 considering the results of the tests performed using the methodology described in 
Note 5.

NOTE 14  Other I ntangible A ssets

(in millions of euros)
Trademarks and 

patents Software
Development 

costs Other Total

Year ended December 31, 2007
At January 1, 2007 16 43 33 86 178
Additions and assets under construction (1) 5 24 27 10 66
Disposals and retirements (1) - - - (1)
Impairment - - (1) - (1)
Depreciation (3) (21) (4) (1) (29)
Changes in consolidation scope (2) - - - (7) (7)
Currency translation differences and other movements (3) - - 5 (28) (23)
At December 31, 2007 17 46 60 60 183
Gross value 83 237 69 93 482
Depreciation and impairment (66) (191) (9) (33) (299)
Net carrying amount at December 31, 2007 17 46 60 60 183
(1) Assets under construction represent €19 million in 2007.

(2) The changes in consolidation scope include the impact arising from the change in consolidation method of GIE Osiris (France) into Equity method, previously fully 

consolidated for €(8) million.

(3) Other movements include greenhouse gas emissions as explained below for €(20) million.
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(in millions of euros)
Trademarks and 

patents Software
Development 

costs Other Total

Year ended December 31, 2006
At January 1, 2006 19 57 22 56 154
Additions and assets under construction (4) 2 10 26 10 48
Disposals and retirements - - (1) (2) (3)
Impairment - - (1) - (1)
Depreciation (3) (28) (3) (2) (36)
Changes in consolidation scope (5) - - (1) (1) (2)
Currency translation differences and other movements (6) (2) 4 (9) 25 18
At December 31, 2006 16 43 33 86 178
Gross value 81 255 38 119 493
Depreciation and impairment (65) (212) (5) (33) (315)
Net carrying amount at December 31, 2006 16 43 33 86 178
(4) Assets under construction represent €10 million in 2006.

(5) The changes in consolidation scope include the sale of the Industrial Wires ads Technical Fibers businesses of the Polyamide unit.

(6) Other movements include greenhouse gas emissions as explained below for €22 million and the classification of the Silicones business assets of the Silcea unit as 

held for sale for €(8) million.

In 2006 and 2007, the “Other” heading includes the European gas 
emission allowances allocated to the Group primarily under French 
and British national allocation plans.

The movements in 2007 reflect the delivery of 1.5 million tons 
(€30 million) in respect of effective emissions in 2006, the 
allocation of 1.9 million tons in 2007 (€12 million) and the sale 
of a surplus of 0.35 million tons (€2 million).

At December 31, 2007, 1.4 million tons are still recognized in the 
balance sheet in the amount of €9 million. In consideration thereof, 
a liability vis-à-vis the French State was recognized for the amount 
of allowances to be delivered in 2007 (see Note 29).

The movements in 2006 reflect the delivery of 2 million tons 
(€16 million) in respect of effective emissions in 2005, the 
allocation of 2.8 million tons in 2006 (€48 million) and the sale 
of a surplus of 0.5 million tons (€10 million).

NOTE 15  Investments in A ssociates

Investments in associates break down as follows:

(in millions of euros) Investments in associates Share of profit/(loss) of associates

At December 31, 2007
GIE Chimie Salindres 2 -
Energostil 2 -
Qingdao Dongyue Rhodia Chemical Co Ltd 1 -
GIE Osiris 8 2
TOTAL 13 2
At December 31, 2006
GIE Chimie Salindres 2 -
Energostil 2 -
TOTAL 4 -

Following the sale of the Silicones business in 2007, the Group lost control of GIE Osiris as its interest fell from 58.41% to 41%.
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The aggregate financial data relating to the main associates is shown below:

(in millions of euros) 2007 2006
Total assets 82 19
Total liabilities 49 7
Net sales 34 16

Net profit 4 -

NOTE 16  Investments in J oint V entures

The share of assets, liabilities and profit (or loss) of the main joint ventures are shown below:

(in millions of euros) 2007 2006
Non-current assets 209 255
Current assets 228 186
Total assets 437 441
Non-current liabilities 111 107
Current liabilities 233 219
Equity 93 115
Total liabilities & equity 437 441
Net sales 458 478
Other revenue 39 39
Operating profit (or loss) 45 62
Profit for the period 28 50

NOTE 17  Non-C urrent F inancial A ssets

(in millions of euros) 2007 2006
Loans and receivables

Gross value 136 138
Allowance (34) (37)

Net value 102 101
Available-for-sale financial assets 11 19
Retirement benefit surplus - 1
TOTAL 113 121

Non-current assets classified as loans and receivables break down as follows:

at December 31, 2007: loans in the amount of €21 million, deposits and guarantees in the amount of €24 million and receivables in 
the amount of €57 million;

at December 31, 2006: loans in the amount of €21 million, deposits and guarantees in the amount of €38 million and receivables in 
the amount of €42 million.

m

m
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Available-for-sale assets are investments in non-consolidated companies as shown below:

(in millions of euros) 2007 2006

% held Value % held Value
Phosphoric Fertilizers Industry (Greece) 2.15 2 8.41 2
Other (less than €2 million) 9 - 17
TOTAL 11 19

NOTE 18  Deferred T ax A ssets and L iabilities

The deferred taxes recognized as non-current assets or liabilities break down as follows:

(in millions of euros) 2007 2006
Deferred tax assets 161 183

Less than one year 14 15
More than one year 147 168

Deferred tax liabilities (43) (32)
Less than one year (9) (8)
More than one year (34) (24)

The deferred taxes shown on the face of the balance sheet arise from:

Assets Liabilities Net

(in millions of euros) 2007 2006 2007 2006 2007 2006
Differences between carrying and tax 
amounts of:

assets 7 7 (111) (120) (104) (113)
retirement obligations 30 44 - (4) 30 40
provisions 79 69 (8) (1) 71 68
derivatives 4 11 (1) (1) 3 10
other items 60 75 (29) (31) 31 44

Tax loss carryforwards and tax credits 87 102 - - 87 102
Deferred taxes 267 308 (149) (157) 118 151
Netting effect (106) (125) 106 125 - -
Net deferred taxes 161 183 (43) (32) 118 151

At December 31, 2007, unrecognized deferred tax assets amount 
to €1,336 million and break down as follows:

€894 million in tax loss carryforwards (€854 million at 
December 31, 2006) of which €869 million in losses that May be 
carried forward indefinitely in respect of French and British tax 
consolidation groups;

€80 million in exceptional tax losses that May only be offset 
against disposals of assets;

€362 million generated by the differences in the carrying and 
tax amounts of the Group’s assets and liabilities.

m

m

m

At each period-end, Rhodia determines whether each tax entity 
is likely to generate taxable profits against which its deferred tax 
assets May be offset or to benefit from unrecognized available tax 
credits. To assess this probability, Rhodia considers in particular 
current and past results of the tax entities as well as projected 
taxable profits. In the event of recent losses not relating to non-
recurring items, Rhodia considers whether the entities are presumed 
not to have future taxable profits available to reverse such tax assets 
or credits. This analysis led the Group not to recognize net deferred 
tax assets for the French and British tax groups.
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Movements in net deferred taxes recognized in the balance sheet break down as follows:

Maturity

(in millions of euros) Less than one year More than one year
At January 1, 2007 7 144
Recognition in equity 2 (9)
Recognition in profit or loss (6) (19)
Changes in the scope of consolidation - 1
Currency translation differences and other movements 2 (4)
At December 31, 2007 5 113
At January 1, 2006 33 16
Recognition in equity 1 3
Recognition in profit or loss (29) 126
Changes in the scope of consolidation 2 4
Currency translation differences and other movements - (5)
At December 31, 2006 7 144

The movements in deferred taxes recognized directly in equity concern actuarial gains and losses relating to retirement benefits.

NOTE 19  Inventories

(in millions of euros) 2007 2006
Raw materials 246 249
Work in progress 39 48
Finished goods 330 370
Gross carrying amount 615 667
Allowance (32) (47)
Net carrying amount 583 620

NOTE 20  Trade and O ther R eceivables

(in millions of euros) 2007 2006
Trade receivables 715 739
Other trade receivables 93 107
Gross trade receivables 808 846
Allowance (73) (48)
Net trade receivables 735 798
Employees and social security 2 3
French State and local authorities 157 194
Other receivables 100 137
Allowance (29) (50)
Net other receivables 230 284
Total Trade and other receivables 965 1,082
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NOTE 21  Other C urrent F inancial A ssets

(in millions of euros) 2007 2006
Financial assets at fair value through profit or loss 12 12
Loans and receivables 4 4
Available-for-sale financial assets 3 3
TOTAL 19 19

Financial assets at fair value through profit or loss primarily include short-term investments maturing on issuance in over 3 months.

NOTE 22  Cash and C ash E quivalents

22.1. Analysis by type

(in millions of euros) 2007 2006
Cash in banks 84 221
Cash equivalents 331 246
TOTAL 415 467

At December 31, 2007, cash equivalents mainly include monetary 
notes and certificates of deposit maturing on acquisition in less 
than 3 months. At December 31, 2006, they included certificates 
of deposit and shares in investment funds.

22.2. Consolidated statements of cash flows
In 2007, discontinued operations contributed to net cash from 
operating activities in the amount of €3 million, to net cash used 
by investing activities in the amount of €(4) million and to net cash 
used by financing activities in the amount of €22 million.

In 2006, discontinued operations contributed to net cash from 
operating activities in the amount of €3 million, to net cash used 
by investing activities in the amount of €(33) million and to net 
cash used by financing activities in the amount of €(25) million.

Paid finance costs, net of interest received, totaled €175 million at 
December 31, 2007 and €265 million at December 31, 2006.

Income taxes paid totaled €49 million at December 31, 2007 and 
€18 million at December 31, 2006.

Cash received in 2007 from the disposal of non-current assets arises 
mainly from:

the disposal of the Silicones business;

the disposal of the Sulfuric acid business in France.

The cash and cash equivalents of sold entities or for sale totaled 
€26 million in 2007 and €11 million for sold entities in 2006 or for 
sale at December 31, 2006. Cash and cash equivalents of acquired 
entities in 2007 amounted to €1 million and €3 million in 2006.

m

m
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NOTE 23  Equity

23.1. Statement of changes in equity

Other reserves

(in millions of euros)
Share 

capital

Additional 
paid-in 
capital

Cash flow 
hedge 

reserve
Translation 

reserve
Legal 

reserve Deficit Total
Minority 
interests Total

At January 1, 2006 1,177 570 (5) 114 32 (2,580) (692) 26 (666)
Appropriation of earnings - (556) - - - 556 - - -
Dividends - - - - - - - (2) (2)
Share capital increase 27 9 - - - - 36 - 36
Net loss for the period - - - - - 62 62 4 66
Income and expense directly 
recognized in equity - - 7 (39) - (48) (80) (3) (83)
Other movements (1) - - - - - 21 21 - 21
At December 31, 2006 1,204 23 2 75 32 (1,989) (653) 25 (628)
At January 1, 2007 1,204 23 2 75 32 (1,989) (653) 25 (628)
Appropriation of earnings - - - - 5 (5) - - -
Dividends - - - - - - - (3) (3)
Equity components of convertible 
debt (3) - 124 - - - - 124 - 124
Net profit/(loss) for the period - - - - - 129 129 2 131
Income and expense directly 
recognized in equity - - - 9 - (12) (3) (1) (4)
Other movements (2) - - - - - 14 14 (2) 12
At December 31, 2007 1 204 147 2 84 37 (1,863) (389) 21 (368)
(1) Securization of an equalization tax receivable for €12 million, allotment of bonus shares for €9 million and stock options for €0.5 million.

(2) Including the allotment of bonus shares for €18 million (see Note 34)

(3) See Notes 2.15 and 24.1

23.2. Share capital and additional paid-in capital
On June 12, 2007, pursuant to the decision of the Combined 
Shareholders’ Meeting of May 3, 2007, Rhodia’s shares were 
consolidated based on the exchange of 12 former Rhodia shares 
with a par value of €1 each for one new Rhodia share with a par 
value of €12. Non-consolidated shares were listed on the Euronext 
Paris market until December 12, 2007. Shareholders have a period 
of two years to claim the consolidated shares. Upon expiry of this 
two-year period, i.e. June 12, 2009, any consolidated shares that 
have not been claimed by the beneficiaries will be sold on the Paris 
stock market and the net proceeds from the sale will be kept for 
the beneficiaries in a blocked account at BNPP Securities Services 
for a period of ten years.

At December 31, 2007, Rhodia’s share capital totaled €1,204,413,972, 
comprising 100,367,831 Rhodia shares with a par value of €12 each. 
At December 31, 2007, the number of shares that holders did not 
ask to be issued prior to consolidation was 3,877,152.

In 2007, the exercise of share subscription options resulted in the 
issue of 18,984 shares.

23.3. Dividends
No dividends were paid to the shareholders of Rhodia S.A. during 
the year ended December 31, 2007.

23.4. Translation reserve
The movement in the translation reserve for the year ended 
December 31, 2007 in the amount of €9 million results from the 
appreciation of the Brazilian real and the depreciation of the US 
dollar, the British pound and the Korean won.

23.5. Other movements
Rhodia allotted bonus shares to certain employees and managers 
in January 2007, and to all employees in July 2007. The features of 
these allotments are described in Note 34.
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NOTE 24  Borrowings

24.1 Refinancing plans

High Yield notes and OCEANE
During the year ended December 31, 2007, Rhodia continued to 
restructure its debt by performing the following transactions:

early redemptions:

in February, 98.7% of the dollar-denominated High Yield Notes 
bearing interest at 10.25% and maturing on June 1, 2010. The 
principal thus redeemed amounted to $415 million,

in June, dollar-denominated Senior 7.625% High Yield Notes and 
euro-denominated Senior 8% High Yield Notes, both maturing in 
2010, for respective amounts of $3 million and €97 million,

in June, dollar-denominated Senior Subordinated 8.875% High 
Yield Notes and euro-denominated Senior Subordinated 9.25% 
High Yield Notes, both maturing in 2011, for respective amounts 
of $302 million and €235 million;

the issue on April 27 of OCEANE bonds (bonds that can be 
converted or exchanged for new or existing shares) for a nominal 
amount of €595 million, maturing on January 1, 2014 and 
bearing interest at 0.5%. The issue price amounted to €48.1  per 
bond. OCEANE bond holders may, at any time, exercise their 
conversion option on a 1 for 1 basis. OCEANE bonds carry a 
13.22% redemption premium and a buyback option that may 
be exercised by Rhodia under certain conditions. The debt and 
equity components were measured upon issue of the bonds. The 
debt component was measured at amortized cost using a market 
interest rate for an equivalent non-convertible bond.

Syndicated credit line
Rhodia entered into a multi-currency syndicated credit facility with 
a limited number of lending banks for €600 million (“Multicurrency 
Revolving Credit and Guaranty Facility” or “RCF”) maturing on 
June 30, 2012. This new syndicated credit facility replaced the 
€300 million RFA (“Refinancing Facilities Agreement” or “RFA”) 
maturing on June 30, 2008.

The interest rate applied to the borrowed sums corresponds to the 
bank discount rate according to the currency of the borrowing plus 
the applicable margin. The applicable margin is reduced based on an 
improvement in the net consolidated indebtedness/adjusted EBITDA 
ratio. In addition, Rhodia pays a commitment fee corresponding 
to 40% or 35% of the applicable margin depending on its level. 
The syndicated credit facility is usable in the form of bank loans 
and/or guarantees.

Rhodia has given collateral security in connection with the 
implementation of this syndicated credit line. Such collateral security 
is made up of a pledge of the securities of one of its subsidiaries and 
a pledge of a secured loan of another of its subsidiaries.

m

−

−

−

m

 The continuation of the RCF syndicated credit facility is subject 
to the compliance with certain financial ratios (“covenants”) by 
Rhodia which are tested on a half-yearly basis. 

At and prior to December 31, 2007, Rhodia has complied with all 
applicable financial covenants related to the RCF.

The RCF includes early repayment clauses, including a change of 
control of Rhodia or the adoption of a break-up or liquidation plan 
for the Company.

Moreover, the RCF includes mandatory repayment and partial 
cancellation clauses, notably in the case of asset disposals beyond 
certain thresholds provided for in the agreement, and under certain 
conditions, notably in respect of the application of proceeds from 
disposals.

 Asset securitization programs
Rhodia has another financing source by which it sells certain of its 
uncollected trade receivables on a monthly or quarterly basis.

In accordance with multi-year asset securitization agreements 
entered into with various banks or securization of trade receivables 
agreements, certain Group companies sell their uncollected 
receivables. These sales are performed, either with recourse, or 
directly to special purpose entities controlled by Rhodia which 
retains the risks and rewards incident to the ownership of the 
disposed assets. As a result, these receivables are still recognized 
in the balance sheet.

Two asset securitization programs, one in Europe and one in North 
America, were set up in 2005. These two programs were renegotiated 
in 2007 notably in order to cut costs.

The available financing under these securitization programs totaled 
€235 million, plus £15 million for the Pan-European program and 
$100 million for the North American program.

These two European and North American securitization programs 
do not carry covenants based on Rhodia’s financial performance, 
which if not met would trigger early repayment. They do, however, 
contain a cross-accelerated repayment clause in the event of early 
repayment being demanded under the RCF facility or any other 
Rhodia S.A. financing arrangement in an amount in excess of 
€10 million.

The pan-European program also includes a cross-accelerated 
repayment clause in the event of the settlement of collateral security 
provided by Rhodia S.A. as guarantees for the RCF or any other 
financing arrangement in an amount in excess of €10 million.

At December 31, 2007, the amount of uncollected trade receivables 
sold by Group companies as part of the securitization programs and 
securization of trade receivables agreements totaled approximately 
€237 million, for which Rhodia received a net financing of 
approximately €127 million. The difference between these two 
amounts corresponds to over-collateralization.
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24.2 Breakdown of borrowings by type

 At December 31, 2007

(in millions of euros)
Amount at 

amortized cost (1) Redemption value
Amount at fair 

value (2) Maturity
Effective rates 

before hedging (4) – (5)

Bilateral credit facilities 97 97 97 2008

Euribor + 0.9%/
Euribor + 2.5%/

6.5%
Securization of receivables (6) 114 114 114 2008 6.8%
Finance leases debts 3 3 3 2008 3.37% to Euribor + 0.3%
Other debts 6 6 6 2008 < 6%
Accrued interest payable 23 23 23 - -
Sub-total short term 243 243 243 - -
2006 EUR senior notes 1,077 1,100 1,051 10/15/2013 Euribor 3M + 2.75%
OCEANE 482 595 551 01/01/2014 6.29%
2004 USD senior notes 4 4 4 06/01/2010 10.3%
2004 EUR senior notes 1 1 1 06/01/2010 10.5%
Other notes 24 24 24 03/10/2009 Euribor 6M + 1.60%
Securization of receivables 13 13 13 2009-2010 5.4%

Bilateral credit facilities 45 45 45 2009-2012
Euribor + 1.5%/
5.93% to 6.93%

Finance leases debts 10 10 10 2009-2014 3.10% to Euribor + 0.3%
Other debts 19 19 19 2009-2014 < 6%
Sub-total long term 1,675 1,811 1,718 - -
TOTAL 1,918 2,054 1,961 - -
(1) The amortized cost of the OCEANE is determined after separate recognition in equity of the share conversion option for €124 million.

(2) The amount shown for the OCEANE corresponds to the principal excluding the 13.22% redemption premium.

(3) Senior notes and OCEANE are measured on the last day of the year. The redemption price was adopted for other borrowings.

(4) Effective interest rate before impact of hedges.

(5) Libor/Euribor are mainly 1, 3 or 6 months.

(6) The trade receivable securitization agreements will mature in 2010 with cash facilities renewable annually.
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 At December 31, 2006

(in millions of euros)
Amount at 

amortized cost (1) Redemption value
Amount at fair 

value (2) Maturity
Effective rates before hedging 

(3) – (4)

Bilateral credit facilities 138 138 138 2007
Euribor + 0.9%/

Euribor + 2.5%/6.5%
Commercial paper 1 1 1 1-3 months Euribor + 0.70%
Securization of receivables (5) 234 234 234 2007 4.91%
Finance leases debts 13 13 13 2007 3.096% to Euribor + 3.05%
Other debts 2 2 2 2007 < 6.5%
Accrued interest payable 25 25 25 - -
Sub-total short term 413 413 413 - -
2006 EUR senior notes 1,074 1,100 1,105 10/15/2013 Euribor 3M + 2.75%
2003 USD senior notes 2 2 2 06/01/2010 8.2%
2003 EUR senior notes 97 97 99 06/01/2010 8.0%
2003 USD subordinated notes 225 229 242 06/01/2011 9.4%
2003 EUR subordinated notes 234 235 250 06/01/2011 9.8%
2004 USD senior notes 307 320 364 06/01/2010 11.70%
2004 EUR senior notes 1 1 1 06/01/2010 12.00%
Other notes 25 25 25 03/10/2009 Euribor 6M + 1.60%
Securization of receivables 12 12 12 2008-2009 4.21%

Bilateral credit facilities 9 9 9 2008-2011
Euribor + 2.5%/

5.1% at 6%
Finance leases debts 10 10 10 2008-2014 3.096% to Euribor + 3.05%
Other debts 26 26 26 2008-2014 < 6.5%
Sub-total long term 2,022 2,066 2,145 - -
TOTAL 2,435 2,479 2,558 - -
(1) Amortized cost includes the impact of the remeasurement of fair value hedges for €2.4 million for the euro tranche of the 2003 Senior Subordinated notes.

(2) The fair values of the Senior and Subordinated notes are measured on the last day of the year. The redemption price was adopted for other borrowings.

(3) Effective interest rate before impact of hedges.

(4) Libor/Euribor are mainly 1, 3 or 6 months.

(5) The trade receivable securitization agreements will mature in 2010 with cash facilities renewable annually.

24.3 Analysis of borrowings by maturity

At December 31, 2007

(in millions of euros) 2009 2010 2011 2012 After 2012 Total
2006 EUR senior notes - - - - 1,077 1,077
OCEANE - - - - 482 482
2004 USD senior notes - 4 - - - 4
2004 EUR senior notes - 1 - - - 1
Other EUR notes 24 - - - - 24
Securization of receivables 5 8 - - - 13
Bilateral credit facilities 27 9 8 1 - 45
Finance leases debts 5 1 - 1 3 10
Other debts 1 - 1 1 16 19
Sub-total long term 62 23 9 3 1,578 1,675



Reference Document 2007 - RHODIA 2007 159

FINANCIAL INFORMATION CONCERNING THE COMPANY’S ASSETS 
AND LIABILITIES, FINANCIAL POSITION AND PROFITS 20Financial Positions

At December 31, 2006

(in millions of euros) 2008 2009 2010 2011 After 2011 Total
2006 EUR senior notes - - - - 1,074 1,074
2003 USD senior notes - - 2 - - 2
2003 EUR senior notes - - 97 - - 97
2003 USD subordinated notes - - - 225 - 225
2003 EUR subordinated notes - - - 234 - 234
2004 USD senior notes - - 307 - - 307
2004 EUR senior notes - - 1 - - 1
Other EUR notes - 25 - - - 25
Securization of receivables 7 5 - - - 12
Bilateral credit facilities 5 3 1 - - 9
Finance leases debts 3 4 1 1 1 10
Other debts 2 1 1 5 17 26
Sub-total long term 17 38 410 465 1,092 2,022

24.4 Analysis of borrowings by currency

(in millions of euros) 2007 2006
Euro 1,745 1,668
US Dollar 86 636
Pound sterling 1 35
Chinese yuan 47 35
Brazilian real 25 38
Japanese yen 7 19
Other 7 4
TOTAL BORROWINGS 1,918 2,435

The decline in dollar-denominated debt mainly results from the redemption of dollar-denominated notes in February and June 2007 for 
a principal amount of USD 720 million.
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NOTE 25  Fair V alue of F inancial I nstruments and A ccounting C ategories

At December 31, 2007

(in millions of euros)

Assets/liabilities at 
fair value through 

profit or loss
Available-

for-sale 
assets

Loans and 
receivables

Liabilities 
at 

amortized 
cost

Hedging 
derivatives

Total net 
carrying 
amount

Fair value

Trading
Fair value 

option
Financial assets 66 427 14 841 - 30 1,378 948 430
Non-current financial assets - - 11 102 - - 113 113 -
Other current financial assets - 12 3 4 - - 19 4 15
Trade receivables - - - 735 - - 735 735 -
Derivative financial instruments 66 - - - - 30 96 96 -
Cash and cash equivalents - 415 - - - - 415 - 415
Current financial assets 66 427 3 739 - 30 1,265 835 430
Financial liabilities 43 - - - 2,698 25 2,766 1,202 1,607
Borrowings - - - - 1,675 - 1,675 111 1,607
Non-current financial liabilities - - - - 1,675 - 1,675 111 1,607
Borrowings - - - - 243 - 243 243 -
Derivative financial instruments 43 - - - - 25 68 68 -
Trade payables - - - - 780 - 780 780 -
Current financial liabilities 43 - - - 1,023 25 1,091 1,091 -

At December 31, 2006

(in millions of euros)

Assets/liabilities at 
fair value through 

profit or loss
Available-

for-sale 
assets

Loans and 
receivables

Liabilities 
at 

amortized 
cost

Hedging 
derivatives

Total net 
carrying 
amount

Fair value

Trading
Fair value 

option
Financial assets 29 479 22 903 - 5 1,438 956 482
Non-current financial assets (1) - - 19 101 - - 120 120 -
Other current financial assets - 12 3 4 - - 19 4 15
Trade receivables - - - 798 - - 798 798 -
Derivative financial instruments 29 - - - - 5 34 34 -
Cash and cash equivalents - 467 - - - - 467 - 467
Current financial assets 29 479 3 802 - 5 1,318 836 482
Financial liabilities 33 - - - 3,238 1 3,272 1,332 2,063
Borrowings - - - - 2,022 - 2,022 82 2,063
Non-current financial liabilities - - - - 2,022 - 2,022 82 2,063
Borrowings - - - - 413 - 413 413 -
Derivative financial instruments 33 - - - 1 34 34 -
Trade payables - - - - 803 - 803 803 -
Current financial liabilities 33 - - - 1,216 1 1,250 1,250 -
(1) Excluding pension surplus in the amount of €1 million.
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The best indication of the fair value of a contract is the price which 
would be agreed to between a willing seller and buyer in an arm’s 
length transaction. At the trade date, it is generally the transaction 
price. Subsequently, the measurement of the contract should be 
based on observable market data which provide the most reliable 
indication of the fair value of a financial instrument.

The fair value of derivatives is determined as follows:

interest rate swaps are measured by discounting contractual 
flows;

options are measured based on valuation models (such as 
Black  &  Scholes) using quotes published on active markets 
and/or by obtaining quotations from third party financial 
institutions;

forward exchange contracts are measured by discounting net 
future cash flows;

commodity-based derivatives are measured by counterparties 
based on market quotations;

carbon derivatives (CER and EUA) are measured using market 
quotations.

m

m

m

m

m

The fair value of the notes corresponds to the most recent market 
quote. For other borrowings, fair value is calculated by discounting 
contractual flows at the market interest rate.

The fair value of trade payables and trade receivables corresponds 
to their carrying amount. The discounting of cash flows arising from 
“Trade payables” and “Trade receivables” had an immaterial impact 
on fair value due to the short settlement periods applied.

NOTE 26   Financial R isk M anagement 
and  D erivatives

Rhodia is exposed to market risks as a result of its commercial 
and business transactions. This exposure is mainly related to 
fluctuations in exchange and interest rates, commodity and carbon 
instrument prices.

26.1 Derivative financial instruments
At December 31, 2007, Rhodia held derivatives, some of which are 
designated as cash flow hedges, as well as non-hedging derivatives. 
Derivatives are recognized in the balance sheet at their fair value 
in the following amounts:

At December 31, 2007 At December 31, 2006

(in millions of euros) Notes
Current 

assets
Current 

liabilities
Current 

assets
Current 

liabilities
Interest rate instruments 26.2 13 - 7 3
Foreign exchange instruments 26.3 24 4 6 15
Oil-based commodities instruments 26.4 - 9 1 1
Carbon instruments 26.5 59 55 20 14
Other instruments - - - 1
TOTAL 96 68 34 34

26.2 Interest rate risk management
Rhodia’s exposure to interest rate risk mainly relates to its net indebtedness and to its interest rate derivatives portfolio.

The Group monitors its exposure to interest rate risk on a monthly basis and specifically hedges the main floating-rate borrowings using 
interest rate swaps or caps.
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Management of fixed and floating rates
The breakdown of net debt as defined by the Group between fixed and floating rates, and excluding its derivative portfolio, is as follows:

(in millions of euros) 2007 2006
Floating rate 1,301 1,399
Fixed rate 594 1,011
Borrowings excluding accrued interest payable 1,895 2,410
Cash and cash equivalents (415) (467)
Other current financial assets (19) (19)
Accrued interest payable 23 25
Net indebtedness 1,484 1,949

At December 31, 2007, the average rate of the fixed-rate debt was 
around 6.6%, compared to 8% as of December 31, 2006.

Analysis of interest rate sensitivity
Interest rate sensitivity for floating-rate instruments was analyzed 
taking into account all the variable cash flows of non-derivative 
and derivative instruments. The analysis is performed assuming 
that the amounts of debt and financial instruments shown in the 

balance sheet as of December 31, 2007 and 2006 remain constant 
during the year.

An interest rate fluctuation by 100 basis points at the year-end 
would result in an increase (decrease) in equity and profit or loss 
(prior to the tax impact) by the above amounts. For the purposes 
of this analysis, all the other variables, particularly exchange rates, 
are considered to be constant.

2007 2006

Net profit/(loss) Equity (*) Net profit/(loss) Equity (*)

In  millions (excluding taxes)
100bp 

increase
100bp 

decrease
100bp 

increase
100bp 

decrease
100bp 

increase
100bp 

decrease
100bp 

increase
100bp 

decrease
Floating-rate debt (13) 13 (14) 14
Derivatives designated as cash flow hedges 11 (10) 20 (14) 10 (8) 28 (20)
Cash equivalents 4 (4) - - 4 (4) - -
(*) corresponds to the change in fair value of derivatives designated as cash flow hedges following a sudden fluctuation in interest rates.

The decline in fixed-rate debt in 2007 was mainly due to the 
redemption of notes in February and June.

In 2006, in order to hedge interest rate increases on its floating-
rate debt, Rhodia purchased caps and interest rate swaps totaling 
€1,100 million. These derivatives were recognized under cash flow 
hedge accounting.

The breakdown of the Group’s debt between fixed and floating rates, taking into account its hedging derivatives, is as follows:

(in millions of euros) 2007 2006
Floating rate 224 299
Capped floating rate 350 350
Fixed rate 1,321 1,761
Borrowings excluding accrued interest payable 1,895 2,410
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Analysis of interest rate hedges
Derivatives designated as cash flow hedges
As of December 31, 2007, interest rate swaps and options (caps) hedge the floating-rate bonds issued in October 2006. The notional amounts 
of these contracts and their fair value are detailed in the table below:

The changes in fair value of hedging derivatives considered as 
effective are recognized in equity under the heading “Cash flow 
hedge reserve”. For interest rate options (caps), only the intrinsic 
value of the option is considered as an effective hedge. The time 
value is considered as ineffective on inception of the hedge.

The ineffective portion of cash flow hedges which impacts profit 
or loss was immaterial in 2007 and 2006.

The contractual flows related to interest rate swaps are paid at the 
same time as the contractual flows of floating-rate borrowings and 
the amount deferred in equity is recognized in profit or loss for the 
period in which the fluctuations in the debt’s interest rate impact 
profit or loss. Furthermore, the impact of hedging future fixed-rate 
loan issues, prior to January 1, 2006, was recognized in equity under 
“Cash flow hedge reserve” in an amount of €4 million at December 31, 
2006. This amount in reserves was fully transferred to profit or loss 
during 2007 due to the redemption of the underlying borrowings.

Changes in the hedging reserve for interest rate derivatives in fiscal 2006 and 2007 are shown in the following table:

In € millions (excluding taxes) 2007 2006
Carrying amount as of January 1 1 (5)
Amount transferred to profit or loss (1) 3 1
Amount recorded directly in equity 8 5
Carrying amount as of December 31 12 1
(1) The profit and loss entry impacts “Gross interest expense on borrowings”.

(in millions of euros) 2007 2006

Interest rate 
swaps

Currency

Nominal
Fair 

value
Nominal 

value
Fair

 value

< 1 year 1 to 2 years 2 to 5 years < 5 years Total - - -
EUR - 750 - - 750 9 750 4
Lender 
Fixed rate - - - - - - - -
Lender 
Floating 
rate - 750 - - 750 9 750 4

Sub-total - 750 - - 750 9 750 4

Caps

EUR - 350 - - 350 3 350 1
Purchase - 350 - - 350 3 350 1
Sale - - - - - - - -

Sub-total - 350 - - 350 3 350 1
TOTAL - 1,100 - - 1,100 12 1,100 5

Derivatives designated as fair value hedges
No derivatives were designated as fair value hedges in 2007 and 
2006.

In 2004, the three interest rate swaps designated as fair value 
hedges were cancelled. The adjustment arising from the cancelled 
hedges was included in the amortized calculation of the hedged 
debt in the amount of €2 million. Previously hedged debts were 
redeemed in 2007.

Amortization of the impact of these fair value hedges using the 
effective interest rate method generated income of €2 million in 
2007, compared to €3 million in 2006.

Derivatives not designated as hedges
Interest rate swaps are entered into for terms of between 1 and 
2 years. The nominal amounts and the fair values of interest rate 
derivatives are detailed below.
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2007 2006

(in millions of 
euros) Currency

Nominal
Fair 

value
Nominal 

value
Fair 

value

< 1 year
1 to 

2 years
2 to 

3 years
3 to 

4 years
4 to 

5 years > 5 years Total

Interest rate 
swaps

EUR - - - - - - - - 300 (1)
Lender 

Fixed rate - - - - - - - - 150 (3)
Lender 

Floating 
rate - - - - - - - 150 2

Sub-total - - - - - - - - 300 (1)

Floors

EUR - 750 - - - - 750 1 - -
Purchase - 750 - - - - 750 1 - -

Sale - - - - - - - - - -
Sub-total - 750 - - - - 750 1 - -
TOTAL - 750 - - - - 750 1 300 (1)

In € millions (excluding taxes) 2007 2006
100bp increase 100bp decrease 100bp increase 100bp decrease

Derivatives designated as cash flow hedges (1) 4 - -

These interest rate derivatives not designated as hedges generated 
an immaterial net financial income in fiscal year 2007.

Sensitivity analysis of the portfolio of interest rate derivatives 
not designated as hedges
A sudden 100 basis point fluctuation in interest rates at the year-
end would results in an increase (decrease) in profit or loss by the 

above amounts. For the purposes of this analysis, all the other 
variables are considered to be constant. A similar analysis, on this 
same basis, is shown in respect of 2006.

26.3 Foreign exchange risk management
A significant portion of Rhodia’s assets, liabilities, expenses and 
income is denominated in currencies other than the euro, mainly the 
US dollar, Brazilian real and, to a lesser extent, the pound sterling. 
Changes in these currencies compared with the euro may have a 
material impact on the financial position and results of Rhodia.

Rhodia’s policy consists in limiting its exposure to short-term 
fluctuations in exchange rates by calculating on a daily basis its 
net exposure to foreign currencies in its transactions, including 

both sales and purchases, and by using derivatives to reduce such 
exposure. The main derivatives used by Rhodia are forward foreign 
exchange contracts with terms of less than one year.

The financial instruments held by Rhodia, sensitive to changes 
in exchange rates, include financial instruments (receivables and 
payables) denominated in foreign currencies and foreign exchange 
derivatives not designated for hedging.

Following the redemption of virtually all US dollar borrowings in 
2007, Rhodia’s foreign exchange risk exposure is immaterial.
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As of December 31, 2007, Rhodia’s foreign exchange risk (excluding foreign exchange derivatives designated as hedges) by main currency 
breaks down as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006

Currency USD GBP EUR (*) JPY USD GBP EUR (*) JPY
Borrowings 41 255 (53) 4 (462) 267 (29) 2
Trade receivables and payables 151 3 (13) 10 199 (9) (8) 14
Foreign exchange contracts (203) (266) 58 (11) 157 (261) 15 (9)
Net exposure (11) (8) (8) 3 (106) (3) (22) 7
(*) Foreign exchange exposure in euros of entities whose functional currency is different from the euro.

Analysis of foreign exchange risk sensitivity
As of December 31, 2007, a sudden 10% fluctuation of the euro against the foreign currencies would have, in proportion of the assets and 
liabilities recorded in the balance sheet, an immaterial impact on foreign exchange gains or losses. For the purposes of this analysis, all the 
other variables, particularly interest rates, are considered to be constant.

(in millions of euros) At December 31, 2007 At December 31, 2006

Currency USD GBP EUR JPY USD GBP EUR JPY
10% increase in the euro against the 
foreign currency 1 1 (1) - 10 - (2) (1)
10% decrease in the euro against the 
foreign currency (1) (1) 1 - (12) - 2 1
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Portfolio of foreign exchange derivatives not designated as hedges
The nominal amounts as well as the fair values of forward purchase and sale contracts in currencies other than the euro and foreign 
exchange options are detailed below:

(in millions of euros) Currency

2007 2006

Nominal Fair value Nominal Fair value
Forward purchases USD 169 - 96 (1)

GBP 43 - 14 -
JPY 12 - 3 -
BRL 205 - 123 -

Other 10 - 109 -
Total 439 - 345 (1)
Forward sales USD 372 - 263 1

GBP 309 7 275 (2)
JPY 22 - 11 -
BRL 109 - 67 -

Other 91 1 79 -
Total 903 8 695 (1)
Call purchases USD 31 - 324 2

Other - - - -
Total 31 - 324 2
Call sales USD - - - -

Other - - - -
Total - - - -
Put purchases USD - - - -

Other - - - -
Total - - - -
Put sales USD - - 324 (10)

Other - - - -
Total - - 324 (10)
TOTAL 1,373 8 1,688 (10)

At December 31, 2006, the purpose of foreign exchange options was to hedge exposure to US dollar-denominated debt.

Forward currency purchase and sale contracts are entered into by Rhodia S.A. to hedge its inter-company loans and borrowings and 
operating cash flows denominated in foreign currencies.

The changes in fair value of foreign exchange instruments not designated as hedges are recorded in foreign exchange gains or 
losses.
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Portfolio of foreign exchange derivatives designated as cash flow hedges
The nominal amounts as well as the fair values of forward currency purchase and sale contracts designated as cash flow hedges are 
detailed below:

Currency

2007 2006

(in millions of euros) Nominal Fair value Nominal
Forward purchases USD 13 - - -

BRL 13 - - -
Forward sales USD 161 12 27 1
Total  187 12 27 1
Call purchases USD 15 - - -
Total 202 12 27 1

In connection with the hedging of Rhodia’s ordinary business 
transactions, future transaction exchange hedges are regularly set 
up. At December 31, 2007, the changes in fair value of these forward 

exchange contracts considered as effective were recognized in 
equity under the “Cash flow hedge reserve” heading in an amount 
of €13 million.

Changes in the hedging reserve for foreign exchange derivatives in fiscal 2006 and 2007 are shown in the following table:

(in millions of euros) 2007 2006
Carrying amount as of January 1 1 1
Amount transferred to profit or loss (1) (9) (1)
Amount recorded directly in equity 21 1
Carrying amount as of December 31 13 1
(1) Amount recognized in Net sales.

The financial expenses relating to the ineffective portion of this 
hedge recognized in 2007 and 2006 were immaterial.

The contractual flows related to forward currency sales and the 
flows arising from the future sales transactions are simultaneous; 
the hedging amount recorded in equity is transferred to profit or 
loss on the date the sales transaction is recognized in the income 
statement.

Sensitivity analysis of foreign exchange derivatives qualified as 
cash flow hedges
The following table shows the impact (prior to the tax impact) of 
a sudden 10% increase or decrease in the US dollar against the 
euro.

(in millions of euros) 10% decrease in the euro 10% increase in the euro

Impact
Equity

increase (decrease)
Net

Profit/(loss)
Equity

increase/decrease
Net

Profit/(loss)
12/31/2007 (11) - 9 -
12/31/2006 (2) - 2 -
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26.4 Management of risk related to fluctuations 
in the price of oil-based commodities

Rhodia’s exposure to the risks related to fluctuations in the 
price of oil-based commodities relates mainly to its purchases of 
petrochemicals and natural gas.

Rhodia may hedge these risks by using (firm or indexed) swaps, 
options or futures and forward contracts depending on its 

identification of market conditions and the expected trend in its 
contractual purchase prices.

At December 31, 2007, Rhodia held derivatives designated as cash 
flow hedges, whose fair value was recognized in the Rhodia balance 
sheet under liabilities in the amount of €9 million (immaterial as 
of December 31, 2006).

Changes in the hedging reserve for oil commodity derivatives in fiscal 2006 and 2007 are shown in the following table:

i n  millions of euros (excluding taxes) 2007 2006
Carrying amount as of January 1 - -
Amount transferred to profit or loss - -
Amount recorded directly in equity (9) -
Carrying amount as of December 31 (9) -

Sensitivity analysis of derivative instruments
The following table shows the impact (prior to the tax impact) of a sudden 10% increase or decrease in oil commodity prices.

i n  millions of euros  (excluding taxes) 10% price increase 10% price decrease

Impact Equity increase (decrease) Net Profit/(loss) Equity increase (decrease) Net Profit/(loss)
12/31/2007 5 - (5) -
12/31/2006 1 - - -

26.5 Carbon instrument risk management (EUA/CER)

CER future sale hedges
Rhodia hedges against fluctuations in the future sale prices of 
CERs (certificates for the reduction of CO2 emissions) mainly 
through forward CER sales and, to a lesser extent, forward EUA2 
sales, via ORBEO which is 50% owned in partnership with Société 
Générale.

At December 31, 2007, Rhodia sold forward CERs with delivery 
guarantees in a notional amount of around €162 million 

(€26 million at December 31, 2006). These derivatives were 
recognized under cash flow hedge accounting.

The fair value of these forward CER sales was recognized in the 
Rhodia balance sheet under assets in the amount of €6 million 
(€1 million as of December 31, 2006) and under liabilities in the 
amount of €16 million (immaterial as of December 31, 2006).

Furthermore, in 2006, Rhodia undertook to sell forward CERs without 
any delivery guarantee over the period from 2007 to 2012, as these 
sales were not designated as derivatives in the financial statements.

Changes in the hedging reserve for carbon derivatives in fiscal 2006 and 2007 are shown in the following table:

i n  millions of euros  (excluding taxes) 2007 2006
Carrying amount as of January 1 1 -
Amount transferred to profit or loss (1) 14 -
Amount recorded directly in equity (28) 1
Carrying amount as of December 31 (13) 1
(1) Amount recognized in Net sales.
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Other activities of ORBEO
ORBEO also performs proprietary trading and arbitrage transactions. 
At December 31, 2007, the fair values of the derivatives contracted 

by ORBEO were recognized in Rhodia’s assets for €53 million and 
in its liabilities for €39 million.

Sensitivity analysis of EUA/CER derivative instruments
The following table shows the impact (prior to the tax impact) of a sudden 10% increase or decrease in carbon instrument prices:

i n  millions of euros  (excluding taxes) 10% price increase 10% price decrease

Impact Equity increase (decrease) Net Profit/(loss) Equity increase (decrease) Net Profit/(loss)
12/31/2007 (16) - 16 -
12/31/2006 3 (14) (3) 14

26.6 Credit risk
The financial assets that may potentially expose Rhodia to credit 
risk are as follows:

short-term investments;

derivatives;

trade receivables;

loans granted.

The maximum exposure of financial assets to credit risk corresponds 
to their net carrying amount (see Note 25).

Cash investments and derivatives
Rhodia mainly invests its short-term investments and enters 
into interest rate and currency contracts with banks or financial 
institutions with S&P and Moody’s ratings which are equal to or 
greater than A- and A3, respectively.

Trade receivables
Credit risk exposure mainly depends on the individual 
characteristics of customers, more particularly customer default 
risk and country risk.

Rhodia’s customer portfolio is much diversified with more than 
10,000 customers, with a limited concentration (the 30 largest 
customers represent less than 25% of Group net sales).

Rhodia sells exclusively to industrial firms or distributors and does 
not deal with retailers or final customers. The vast majority of these 
customers are from the private sector.

m

m

m

m

Rhodia’s customers are regular and well-known customers, and net 
sales with new customers only represent around 5%.

Rhodia financial management set up customer risk management 
organization and procedures. In each country where Rhodia is 
located, a financial team (credit management) is responsible for 
analyzing and preventing customer credit risk as well as recovery.

Customer risk management procedures were set up at Group level:

a) a risk category and credit line must be allocated to each 
customer invoiced by Rhodia:

the risk category is determined using a scoring method for 
which the criteria are the customer’s size, profitability and 
indebtedness; 

the credit line is assessed by credit management; it may be the 
amount of guarantees (credit insurance, etc.) obtained for the 
customer; if there is no guarantee, it is determined according 
to a financial analysis of the customer’s financial statements 
and/or an external rating;

b) in addition, Rhodia partially hedges net sales using credit 
insurance; this is particularly used to hedge the export sales 
of Group subsidiaries; for certain business segments considered 
as risky, domestic sales are also insured.

When exports, sales cannot be insured, they are hedged by 
documentary credit or letters of credit.

Rhodia’s general terms and conditions of sale contain a reservation 
of ownership clause, so that the Group is guaranteed in the event 
of default.

Trade receivables are impaired individually if it is highly probable 
that they will not be partially or fully recovered.

m

m
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Trade receivables aging report

(in millions of euros)
At December 31, 

2007
At December 31, 

2006
Not due 694 685
Overdue: 114 87

less than 30 days 27 53
between 30 and 180 days 8 14
more than 180 days 79 20

Allowance (73) (48)
TOTAL 735 798

Other receivables
The financial assets under the “French State and local authorities” 
heading do not present any major credit risk.

The “Other” headings mainly relate to non-recurring transactions 
monitored on an individual basis.

26.7 Liquidity risk

Cash flows arising from financial liabilities by maturity 
date
The table below shows the contractual cash flows arising from 
financial liabilities including interest rate flows:

(in millions of euros)
Carrying 
amount

Contractual
 cash flows

12 months 
or less 1-2 years 2-5 years

More than 
5 years

Non-derivative financial liabilities 2,698 3,451 1,126 165 298 1,862
Non-secured bonds 1,106 1,609 85 108 254 1,162
OCEANE (1) 482 694 2 3 9 680
Securization of receivables 127 157 127 19 11 -
Bilateral credit facilities 142 147 99 28 20 -
Finance leases debts 13 15 4 6 2 3
Accrued interest payable 23 23 23 - - -
Trade payables 780 780 780 - - -
Other debts 25 26 6 1 2 17
Derivative financial liabilities 68 68 58 8 2 -
Of which foreign exchange derivatives 4 4 4 - - -
Disbursements 4 4 4 - - -
Collections - - - - - -
Total financial liabilities 2,766 3,519 1,184 173 300 1,862
(1) Assuming the OCEANE bonds are not converted.

Given the significant structural changes impacting the balance 
sheet following the various refinancing measures undertaken by 
Rhodia since 2005, the cash flow maturity dates of December 31, 
2006 differ considerably from the actual flows.

Liquidity risk management
Rhodia regularly monitors its liquidity and uses levers to meet any 
major financial requirements.

At December 31, 2007 and 2006, the liquidity position breaks down as follows:

(in millions of euros) 2007 2006
Other liquid current financial assets 7 7
Non-utilized credit facilities 537 252
Cash and cash equivalents 415 467
Liquidity position 959 726
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At December 31, 2007, Rhodia has, via its syndicated credit facility 
(“RCF”), an undrawn and immediately available credit line of 
€537 million.

Rhodia also extends its debt maturity through regular renegotiations 
undertaken in the course of refinancing (see Note 24.3).

Finally, the fact that Rhodia can grant collateral and financial 
guarantees and its debt rating has steadily improved means that 
it is always able to raise new financing if need be.

26.8 Capital management
Rhodia’s objective is to offer its shareholders an attractive 
compensation, whether it be a dividend or an increase in its 
share price.

The recurring net debt/EBITDA ratio is the indicator monitored 
by Rhodia in order to manage its indebtedness compared to the 
profitability of its operations. Net debt is defined as the sum of 
long-term borrowings, short-term borrowings and the current 
portion of long-term borrowings less cash and cash equivalents 
and other current assets.

Rhodia commited itself to achieve a net debt/recurring EBITDA 
ratio of less than 2 in 2008.

As of December 31, 2007, this ratio amounted to 1.9, thus enabling 
it to reach the Group objective one year ahead of plan.

The Group contemplate performing periodic capital increases reserved 
for employees. However, Rhodia has not set any objective with regard 
to the percentage of the Group’s capital held by its employees.

NOTE 27  Retirement B enefits and S imilar O bligations

The obligations recognized in the balance sheet break down as follows:

(in millions of euros) 2007 2006
Obligations recognized in liabilities:
Retirement benefits 1,161 1,233
Other employee benefits 85 92
Total 1,246 1,325
Of which:

Non-current 1,154 1,227
Current 92 98

Expenses recognized in profit or loss:
Retirement benefits 56 50
Other employee benefits 9 4
Total 65 54

Actuarial assumptions
The main actuarial assumptions used to measure defined benefit plan obligations are as follows:

2007 2006

France United States
United 

Kingdom France United States
United 

Kingdom
Discount rate 5.25% 6.00% 5.70% 4.50% 5.50% 5.10%
Salary increase rate 4.00% 3.50% 3.75% 3.00% 3.50% 3.25%
Retirement pension increase rate 2.00% 2.50% 3.25% 2.00% 2.50% 2.75%

Mortality table

TGH 05 
and TGF 05 

(Insee  2002)
RP 2000 

Combined PA92 TPG 93
RP 2000 

Combined PA92

Assumptions relating to mortality tables are based on published statistical and historical data for each country.

The probability assumptions regarding the retention of employees in the Group, future salary increases and a retirement age of between 
60 and 67 years old are determined according to the countries and applicable laws.
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Sensitivity of commitments to the actuarial assumptions
In the event of increases or decreases in the discount rates, the present value of the obligations at December 31, 2007 and cost of services 
rendered in 2008 would be as follows:

(in millions of euros) - 50 basis points + 50 basis point
Present value of the obligations 2,651 2,340
Cost of services rendered 25 21

A 100 basis point change in the presumed medical cost rates would have a negligible impact on the profit or loss components (cost of services 
rendered and interest cost) and the cumulative obligation in respect of post-employment benefits relating to medical costs (€1 million).

The medical cost rates totaled 9% in the US and 7.5% in the UK.

Rate of return on plan assets
Plan assets are comprised of the following:

(in percentage) 2007 2006
Shares 48.5% 50.2%
Bonds 49.6% 46.0%
Other (*) 1.9% 3.8%
(*) Including real estate assets occupied by the Group for 0.1%.

Plan assets do not include any financial instruments specific to Rhodia.

The expected rates of return are determined based on the allocation of assets and expected yield projections given past trends.

At December 31, 2007 At December 31, 2006

France United States United Kingdom France United States United Kingdom
Expected return on pension plan 
assets n/a 7.50% 7.00% n/a 7.50% 7.50%

In France, retirement benefit obligations are not hedged through 
dedicated funds. Rhodia is totally responsible for making these 
payments.

27.1 Retirement benefits

Description of obligations in connection with defined 
benefit plans
Retirement obligations include retirement and other post-
employment benefits, including termination benefits. The 
corresponding obligations mainly concern employees working in 
the United States, the United Kingdom and France. These three 
countries represent 88% of the Group’s total obligations.

In France, these obligations mainly include termination benefits, 
a closed IRP RP defined benefit plan, and an “ARS” supplementary 
retirement plan. The main characteristic of these plans are as 
follows:

the IRP RP plan is for all current and retired employees who 
contributed to the plan prior to its closure. It offers a full benefit 
guarantee compared with the end-of-career salary, and has no 
longer applied since the 1970s;

the ARS plan is for executives. It sets a level of benefits 
independently of the change in mandatory plan benefits. It is 
subject to conditions, end-of-career salary, retirement age and 
seniority in the Group. This plan is supplemented for executive 
managers depending on the potential rights arising from the 
plans specific to this category.

m

m
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In the US, they are mainly related to the following plans:

the “Pension Equity Plan” enabling the acquisition of increasing 
capital according to age brackets. This plan was closed in 2003 
and replaced by a defined contribution plan;

the “Hourly Plan” providing for the acquisition of a percentage 
of salary by year of service (resulting from negotiations with 
trade unions);

the “Restoration Plan” covering the portion of salary exceeding 
the limits of the “Pension Equity Plan” or granting specific 
guarantees to a very small group of senior executives.

m

m

m

In the United Kingdom, there is mainly a defined benefit plan with 
entitlement to a salary percentage acquisition rate per year of 
service. This plan was closed in 2003 and replaced by a defined 
contribution plan. This plan provides for a contribution rate 
according to age brackets.

An actuarial valuation of defined benefit obligations is performed 
at least once a year at the balance sheet date by independent 
actuaries.

Obligations recognized in the balance sheet
The obligations recognized in the balance sheet break down as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006 At December 31, 2005 At December 31, 2004
Present value of unfunded obligations 975 969 928 816
Present value of funded obligations 1,423 1,551 1,639 1,368
Present value of total obligations 2,398 2,520 2,567 2,184
Fair value of plan assets (1,234) (1,287) (1,327) (1,186)
Net value of obligations 1,164 1,233 1,240 998
Unrecognized past service cost (3) (4) (5) -
Assets not recognized in accordance 
with capping rules - 3 - -
Net present value of recognized 
obligations 1,161 1,232 1,235 998
Balance sheet amounts:
Assets - 1 6 -
Liabilities 1,161 1,233 1,241 998

During fiscal year 2005, the French termination benefits plan was 
amended for certain employees as a result of the classification of 
the Pont-de-Claix site as being eligible for the early retirement 
benefits paid to asbestos workers.

Past service costs not yet amortized relating to the amendment of 
this plan amounted to €3 million at December 31, 2007. They are 
recognized in profit or loss based on the residual vesting period 
which on average is 6 years.
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Analysis of the present value of the recognized obligation
The present value of the obligations and the fair value of the assets break down as follows:

(in millions of euros) 2007 2006
Present value of obligations at the beginning of the period 2,520 2,567
Cost of services rendered 19 24
Interest cost 126 121
Benefits paid (157) (166)
Employee contributions 2 4
Past service cost (1) -
Actuarial gains and losses 5 84
Currency translation differences (119) (19)
Liabilities associated with assets classified as held for sale - (12)
Changes in the consolidation scope (3) (84)
Curtailments and settlements  (1) 6 1
Present value of obligations at the end of the period 2,398 2,520
Fair value of plan assets at the beginning of the period 1,287 1,327
Expected return on assets 94 97
Actuarial gains and losses on fund yield (2) 41
Employer contributions 45 26
Employee contributions 2 4
Benefits paid (97) (105)
Currency translation differences (95) (14)
Changes in the consolidation scope - (89)
Curtailments and settlements - -
Fair value of plan assets at the end of the period 1,234 1,287
Present value of the obligation 1,164 1,233
Unrecognized past service cost (3) (4)
Assets not recognized in accordance with capping rules - 3
Present value of the recognized obligation 1,161 1,232
(1) Including termination benefits allocated to employees who retired prior to normal retirement age.

The present value of the obligation corresponds to the difference between the present value of the obligations and the fair value of the 
plan assets.

The breakdown of obligations and assets by geographical area is as follows:

At December 31, 2007 At December 31, 2006

(in millions of euros) France
Other 

countries Total France
Other 

countries Total
Present value of the obligation 825 1,573 2,398 803 1,717 2,520
Fair value of plan assets - (1,234) (1,234) n/a (1,287) (1,287)
TOTAL 825 339 1,164 803 430 1,233

The actual rate of return on plan assets amounted to €138 million 
in 2006 and €92 million in 2007. The expected rate of return was 
€97 million for 2006, €94 million for 2007. Actuarial gains and 
losses were recognized to account for the difference between these 
two amounts, i.e. a €41 million gain for 2006 and a €(2) million 
loss for 2007.

The amount disbursed by the Group with respect to defined benefit 
plans corresponds to benefits paid to employees (€157 million in 
2007, €166 million in 2006) and Rhodia’s contributions to funds 
(€45 million in 2007, €26 million in 2006), less the benefits paid 
directly by these funds (€97 million in 2007, €105 million in 2006). 
This amount totaled €105 million in 2007 and €87 million in 2006 
and is estimated at €106 million with respect to 2008.
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Expense for the year
The expense relating to retirement benefit obligations breaks down as follows:

(in millions of euros) 2007 2006
Cost of services rendered 19 24
Interest cost 126 121
Expected return on plan assets (94) (97)
Amortization of past service cost (1) 1
Curtailments and settlements (1) 6 1
Total expense recognized on profit or loss 56 50
(1) Including specific termination benefits for €8 million in 2007 and €5 million in 2006.

The cost of services rendered is recognized in operating profit or loss by destination. The interest cost and the expected return on plan 
assets have been recognized respectively in finance costs and finance income.

The actuarial gains and losses relating to retirement benefit obligations recognized in the statement of recognized income and expense 
are as follows: 

(in millions of euros) 2007 2006 2005 2004
Actuarial gains and losses  (1) 7 41 247 1
Application of capping rules (3) 11 - -
TOTAL 4 52 247 1
(1) Of which:
Experience adjustments on measurement of obligations 
– loss/(gain) 28 3 39 (48)
Experience adjustments on measurement of plan assets 
– loss/(gain) 1 (41) (50) (15)

Obligations recognized in the balance sheet
The net obligation recognized under liabilities in the balance sheet breaks down as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006 At December 31, 2005 At December 31, 2004
Net value of the unfunded obligations 85 90 107 111
Present value of funded obligations 7 8 7 7
Present value of the obligation 92 98 114 118
Fair value of plan assets (7) (6) (5) (4)
Obligations recognized in liabilities 85 92 109 114

27.2 Other employee benefits

Description of obligations and actuarial assumptions
Other benefits granted to employees are mainly comprised of 
bonuses related to employee seniority in addition to other post-

employment benefits in France, the US and the UK. The resulting 
obligations of defined benefit plans have been measured according 
to the same methods, assumptions and calculation rates as those 
used for retirement plans.
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Analysis of the present value of the obligation recognized under liabilities in the balance sheet
The net obligation recognized under liabilities breaks down as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006
Present value of obligations at the beginning of the period 98 114
Cost of services rendered 6 5
Interest cost 5 5
Benefits paid (10) (10)
Actuarial gains and losses (1) (5)
Currency translation differences (4) (4)
Liabilities associated with assets held for sale - (5)
Changes in the consolidation scope (2) (1)
Curtailments and settlements - (1)
Present value of obligations at the end of the period 92 98
Fair value of plan assets at the beginning of the period 6 5
Employer contributions 2 2
Expected return on assets 1
Benefits paid (1) (1)
Currency translation differences (1) -
Changes in the consolidation scope - -
Fair value of plan assets at the end of the period 7 6
Present value of the obligation recognized under liabilities in the balance sheet 85 92

The amount disbursed by the Group totaled €11 million in 2007, as in 2006, and is estimated at €8 million for 2008.

Expense for the year
The expense recognized in profit or loss breaks down as follows:

(in millions of euros) 2007 2006
Cost of services rendered 6 5
Interest cost 5 5
Expected return on assets (1)
Actuarial gains and losses (1) (5)
Impact of liquidations - (1)
Expense/(income) recognized in the income statement 9 4

NOTE 28  Provisions

28.1 Analysis by type

At December 31, 2007 At December 31, 2006

(in millions of euros)
More than 

one year
Less than 
one year Total

More than 
one year

Less than 
one year Total

Restructuring 15 53 68 19 39 58
Environmental 170 33 203 173 34 207
Other provisions for contingencies and 
losses 133 52 185 114 74 188
TOTAL 318 138 456 306 147 453
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28.2 Movements over the year

(in millions of euros)
January 1, 

2007
Net

 Charge Utilization

Changes in 
consolidation 

scope

Currency 
translation 
differences

Other 
movements

At December 
31, 2007

Restructuring 58 53 (38) - (3) (2) 68
Environmental 207 21 (26) - 1 - 203
Other provisions for contingencies and 
losses 188 30 (44) 3 1 7 185
TOTAL 453 104 (108) 3 (1) 5 456

28.3 Restructuring
Restructuring provisions cover the following costs:

(in millions of euros) At December 31, 2007 At December 31, 2006
Employee expenses 36 34
Site closure costs 32 24
TOTAL 68 58

Employee expenses include costs resulting from miscellaneous 
departure measures, including early retirement plans. The plans set 
up include voluntary, i.e. proposed by the employer and accepted by 
the employee, or involuntary, i.e. at the employer’s sole discretion, 
departure measures. The provisions relating to involuntary 
measures are recognized as soon as they are officially announced 
by executive management to the employee representative bodies of 
the employees concerned by the detailed implementation plan.

Changes in fiscal year 2007
New measures represent a total estimated cost of €51 million and 
mainly concern Organics and Acetow as well as Corporate and 
Other. They mainly correspond to the following transactions:

In France
Charges for new measures represented €21 million corresponding 
mainly to the following plans of Organics:

closure of the production of chlorophenols at the Pont-de-Claix 
site, announced on January 12, 2007;

plan to discontinue business at the Mulhouse Dornach, 
announced on March 23, 2007 and effective as of December 31, 
2007;

closure of production of nitrophenols at the Roussillon site, 
announced on May 4, 2007;

plan to discontinue the paracetamol business at the Roussillon 
site, announced on October 26, 2007.

m

m

m

m

Foreign operations
The new measures represent a cost of €30 million corresponding 
mainly to industrial productivity measures undertaken in various 
countries The most significant measure involves the plan to cease 
activities at the Avonmouth site in the United Kingdom (Organics) 
and the plans to improve productivity at the Fribourg site in 
Germany (Acetow) and the Oldbury site in the United Kingdom 
(Novecare). These action plans also concern the support functions 
located at these sites.

Changes in estimates of previous plans result in an additional net 
charge in 2007 of €2 million mainly relating to the Lille site.

Utilizations of provisions relating to employee expenses and site 
closures represent €(38) million and break down as follows:

€(25) million in France, mainly corresponding to the closure of 
workshops or sites within Organics for €(15) million, industrial 
restructuring measures in Polyamide for €(4) million and the 
support functions plan initiated at the end of 2003 for €(5) 
million;

€(13) million excluding France, of which €(6) million in the 
United Kingdom mainly corresponding to the costs relating 
to the discontinuation of certain activities at the Avonmouth 
site, in addition to head office closure costs, and €(7) million 
mainly for the United States, Brazil and Europe, relating to the 
streamlining of administrative structures.

m

m
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Changes in fiscal year 2006
New measures represented an estimated €21 million and mainly 
corresponded to the following transactions:

In France
The new measures represented a cost of €11 million and mainly 
corresponded to the additional measures in the Group’s support 
functions reorganization plan initiated at the end of 2003.

Foreign operations
The new measures represented a cost of €10 million and mainly 
corresponded to the administrative productivity measures in the 
UK, Germany, the US and Brazil.

Changes in estimates for previous plans in 2006 resulted in an 
additional charge of €15 million, corresponding to the additional 
provisions at the Organics and Polyamide sites.

Utilizations of provisions relating to employee expenses and site 
closures represent €(80) million and break down as follows:

€(49) million in France mainly corresponding to the support 
functions plan initiated at the end of 2003 for €(18) million 
and industrial restructuring plans mainly at the Organics and 
Polyamide sites for €(29) million. The Horizon plan concerning 
the “asbestos” classification of the Pont-de-Claix platform 
represented €(5) million corresponding to the departure of 
around 230 employees;

m

€(20) million excluding France, including €(9) million in the UK 
corresponding mainly to streamlining costs at the Avonmouth 
and Oldbury sites as well the head office closure costs and 
€(11) million corresponding mainly to administrative structure 
streamlining measures in the US, Brazil Germany, Spain and 
Italy;

€(11) million for employee expenses and site closures relating 
to discontinued operations in 2006.

In addition, non-utilized provisions were reversed in 2006 in the 
amount of €(13) million and mainly corresponded to the support 
functions plan.

28.4 Environment
Rhodia periodically assesses its environmental liabilities and future 
possible remediation measures.

As indicated in Note 2.19, the provision is estimated by taking into 
account future discounted cash flows.

The discount rates used at December 31, 2007 are set up by 
geographical area based on inflation and risk-free interest rates 
(government bonds) over the probable term of the remediation 
obligations related to the sites.

m

m

5 years 10 years 20 ars
France - 2.50% -
United Kingdom 2.40% - 2.40%
United States 1.00% 1.50% -
Brazil - 5.50% 5.50%

At December 31, 2007, provisions related to environmental risks totaled €203 million, compared with €207 million at December 31, 
2006.

The main provisions by geographical area are as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006
South America 89 84
France 54 56
North America 39 43
United Kingdom 21 24
TOTAL ENVIRONMENTAL PROVISIONS 203 207

The South American area mainly covers sites located in Brazil, in particular the Cubatao site.

In France, these provisions include the La Rochelle, Thann, Wattrelos, Mulhouse and Pont de Claix sites and several former mining sites.
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The North American area principally covers the sites located in the 
US, notably the Silver Bow, New Brunswick, Dalton, Charleston and 
Morrisville sites.

In the UK, they mainly cover the Staveley, Whitehaven and Oldbury 
Rattlechain sites.

The provisions mostly relate to sites or activities which have been 
shut down, some of them even before the creation of Rhodia.

Changes in fiscal year 2007
A net charge of €21 million was recognized and breaks down as 
follows:

€16 million corresponding to additional provisions, mainly 
€4 million for the Cubatao site in Brazil, €3 million for the 
La Rochelle site in France and €2 million for the Charleston 
site in the United States;

€1 million corresponding to the decline of the discount rate 
mainly impacting Silverbow in United States;

€3 million corresponding to provision reversals, including 
€2 million with respect to various remediation plan re-estimates, 
and the remainder with respect to the increase in the discount 
rate mainly at the La Rochelle site; and

€7 million corresponding to charges linked to financial 
discounting.

Utilizations of provisions amounted to €(26) million and mainly 
concern the sites of:

Cubatao in Brazil for €(9) million;

Whitehaven in United Kingdom for €(1) million;

Silverbow and New Brunswick for €(1) and €(0.5) million, 
respectively;

La Rochelle, Roussillon and Wattrelos in France for €(1), €(1) 
and €(2) million, respectively.

Changes in fiscal year 2006
A net charge of €9 million was recognized and breaks down as 
follows:

€11 million corresponding to additional provisions of 
insignificant individual amounts;

m

m

m

m

m

m

m

m

m

€(2) million corresponding to the increase in the discount rate 
which mainly affected provisions relating to the long-term 
remediation plans of sites, particularly Cubatao in Brazil.

Utilizations of provisions amounted to €(27) million and mainly 
concern the sites of:

Cubatao in Brazil for €(8) million;

Whitehaven in United Kingdom for €(1.5) million;

Martinez, New Brunswick and Silverbow in United States for 
€(2), €(1.5) and €(2) million, respectively.

A provision of €(6) million was reversed in the amount of €(3) 
million for various remediation plan re-estimates, while the 
remaining amount corresponded to the increase in the discount rate 
at the Staveley site in the UK and the La Rochelle site in France.

The interest accretion effect resulted in a €7 million increase in 
the provision.

Contingent environmental liabilities and re-estimates
Based on current information, Rhodia’s management estimates that 
it does not have probable liabilities for environmental matters other 
than those provided for at December 31, 2007. However, Rhodia 
may need to incur additional expenditure if there are changes to 
existing laws, regulations or their interpretations.

Estimated contingent liabilities before discounting amounting to 
around €158 million at December 31, 2007 have increased since 
December 31, 2006 by around €12 million, mainly relating to the 
Freeport site in the United States. Excluding the impact of this 
site, contingent liabilities have not significantly changed since 
December 31, 2006. They mainly relate to the sites in La Rochelle 
and Pont de Claix in France, Silver Bow (Montana, US) and Cubatao 
(Brazil), with respect to the possible obligations to store or treat 
non-hazardous waste or materials off-site in addition to the possible 
containment of an internal landfill in France. No provision has 
been recognized at December 31, 2006 to cover these contingent 
liabilities in the absence of any obligation as of this date.

28.5 Other provisions
Other provisions mainly concern tax litigation and the provided 
risks and costs relating to operations sold or being sold.

m

m

m

m
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NOTE 29  Trade and O ther P ayables

(in millions of euros) At December 31, 2007 At December 31, 2006
Operating goods and services payables 733 754
Capital expenditure payables 47 49
Employees and social security 163 181
French State and local authorities (1) 68 122
Accrued expenses 27 29
Other 33 43
TOTAL 1,071 1,178
(1) At the end of December 2007, the heading “French State and local authorities” includes a liability with respect to CO

2
 allowances to be delivered for €9 million 

(€39 million at the end of December 2006).

NOTE 30  Leases

30.1 Operating leases
The income and expenses relating to operating leases in 2007 and 2006 break down as follows:

(in millions of euros) 2007 2006
Minimum lease payments (27) (24)
Conditional lease payments - -
Sub-lease payments 2 3
TOTAL (25) (21)

Minimum future payments related to operating leases can be analyzed as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006
Less than one year 40 25
From one to five years 86 83
More than five years 47 60
TOTAL 173 168

30.2 Finance leases
The reconciliation between future finance lease payments and their present value is as follows:

(in millions of euros) Less than one year From one to five years More than five years Total
At December 31, 2007
Minimum future lease payments 4 8 3 15
Interest (1) (1) - (2)
Minimum future lease payments excluding 
interest 3 7 3 13
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(in millions of euros) Less than one year From one to five years More than five years Total
At December 31, 2006
Minimum future lease payments 14 10 1 24
Interest (1) (1) - (1)
Minimum future lease payments excluding 
interest 13 9 1 23

NOTE 31  Off-B alance S heet C ommitments and C ontractual O bligations

(in millions of euros) At December 31, 2007 At December 31, 2006
Commitments to purchase
Firm orders for the acquisition of industrial assets 60 70
Commitments for the purchase of goods and services:
Commitment for the acquisition of goods 2,206 2,252
Commitment for the acquisition of energy 973 820
Guarantees and liens granted
Guarantees given to associates to guarantee their debt - 3
Guarantees given to unconsolidated entities to guarantee their debt 6 7
Guarantees given on forward sales - 1
Liens granted 122 88
TOTAL COMMITMENTS AND GUARANTEES GIVEN 3,367 3,241

Assets pledged can be analyzed as follows:

(in millions of euros) At December 31, 2007 At December 31, 2006
Property, plant and equipment 66 51
Financial assets 56 37
TOTAL 122 88

NOTE 32  Litigation

32.1 Legal proceedings
In the ordinary course of its business, Rhodia is involved in a certain 
number of judicial, arbitral and administrative proceedings. These 
proceedings are mainly initiated by buyers of businesses sold by 
Rhodia or involve environmental or civil liability compensation 
claims related to marketed chemicals. Rhodia is also subject to 
certain claims and lawsuits which fall outside the scope of the 
ordinary course of its business, the most significant of which are 
summarized below in this section.

Provisions for the charges that could result from these procedures 
are not recognized until they are probable and their amount can be 
reasonably estimated. The amount of provisions made is based on 
Rhodia’s assessment of the level of risk on a case-by-case basis and 
depends on its assessment of the basis for the claims, the stage of 
the proceedings and the arguments in its defense, it being specified 
that the occurrence of events during proceedings may lead to a 
reappraisal of the risk at any moment.

In addition, certain of the Group’s US subsidiaries have potential 
liabilities under US Federal Superfund legislation and environmental 
regulations. Given the nature of the proceedings, the number of 
plaintiffs, the volume of waste at issue and the provisions that 
have already been recognized for these cases, Rhodia estimates 
that these claims will not result in significant costs for the Group 
and will not give rise to significant additional provisions.

Finally, Rhodia believes that there is no litigation or exceptional 
issues that, taken individually or as a whole, could have a material 
negative impact on its business, financial position or results, other 
than those detailed below.

 AMF administrative proceedings
On June 21, 2007, on completion of the administrative proceedings 
involving, inter alia, Rhodia and relating to facts dating back to 
the years 2001-2003, the AMF Enforcement Committee made its 
decision public. The Company has been fined € 750,000. Rhodia 
has lodged an appeal on August 20, 2007.
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 Litigation with shareholders
Two suits brought in January 2004 before the Paris Commercial 
Court by certain shareholders were adjourned:

an individually brought (“ut singuli”) action challenges Sanofi-
Aventis (formerly Aventis) and certain individuals who were 
members of the Board of Directors of the Company at the 
time of the alleged facts. This action disputes the terms and 
conditions of the acquisition of Albright & Wilson by Rhodia. 
The plaintiffs demand that the defendants be ordered to pay the 
Company €925 million as compensation for the alleged harm 
the Company suffered. These proceedings were adjourned on 
January 27, 2006;

the other suit challenges Sanofi-Aventis (formerly Aventis), 
certain individuals who were members of the Board of Directors 
of the Company and the Statutory Auditors at the time of the 
alleged facts, as well as the Company on a subsidiary basis. 
This action alleges that the information on environmental 
risks and deferred tax assets made public by the Company in 
2001 and until January 29, 2002 in respect of the acquisition 
by Rhodia of Albright & Wilson then Chirex, were inaccurate 
and misleading. Both plaintiffs demand that the defendants be 
ordered to pay €131.8 million as a compensation for damages. 
These proceedings were adjourned on February 10, 2006.

Both proceedings were adjourned due to the existence of a criminal 
investigation conducted by examining magistrates of the financial 
division of the Paris Court of First Instance concerning the same 
facts and pursuant to three criminal proceedings instituted in 
2003 and 2004 against an unspecified defendant by the same 
shareholders for misuse of company assets, insider dealings, 
publication of false or misleading information, fraudulent balance 
sheet and disclosure of inaccurate accounts. Rhodia decided to join 
the criminal investigation as a plaintiff claiming damages (“partie 
civile”) on January 25, 2006. The investigation was still in progress 
as of December 31, 2007.

On March 19, 2005, one of the shareholders in the cases mentioned 
above brought a suit (in an ut singuli proceeding) against the 
Chairman of the Board of Directors and the Chief Executive 
Officer before the Nanterre Commercial Court alleging personal 
mismanagement, in an attempt to have them repay Rhodia the 
amounts paid to Mr. Jean-Pierre Tirouflet upon his departure 
in October 2003 (severance payment of €2.1 million and, if 
applicable, payments made under a supplementary retirement plan 
for which no sums have been paid to date). On November 21, 2007, 
whereas the case was ready to be tried, the plaintiff requested an 
adjournment on the grounds that a non-peremptory charge had 
been brought by the Paris Prosecutor’s office. The defendants and 
the Company dispute the merits of such demands, including the 
application for adjournment. On February 13, 2008, the Nanterre 
Commercial Court has declared itself to be the competent authority 

m

m

and did not announce a stay in the proceedings. A decision on the 
matter is expected during the second half of 2008.

Since April 7, 2005, various complaints have been filed by 
shareholders in United States against Rhodia as well as certain 
of its Directors and senior management. The plaintiffs have 
generally alleged that between April 26, 2001 and March 23, 2004 
or March 24, 2005, depending on the plaintiff, certain provisions 
of the Securities Exchange Acts of 1933 and 1934 were violated, 
notably in terms of financial communication.

Some of these “Erisa” type complaints have been filed by participants 
in the Company’s US pension schemes. In this context, the parties 
have entered into an out-of-court settlement (of approximately 
$2.4 million, fully assumed by the Company’s insurers) produced 
in Court on October 1, 2007 as the Court must approve it prior 
to serving any notice to the plaintiffs. At the 2007 year-end, the 
approval process was still pending.

In respect of the other complaints, the U.S. District Court for the 
Southern District of New York has ruled, in its September 26 and 
December 12, 2007 rulings, to dismiss all the plaintiffs’ claims 
brought as part of class action suit. In the absence of appeal against 
these decisions, these proceedings are definitely closed.

 Trade litigation
Rhodia/Innophos litigation
On November 8, 2004, Rhodia received from Innophos, a subsidiary 
of Bain Capital, a complaint originating from Mexico’s National 
Water Commission relating to water use at the Coatzacoalcos site 
during the period from 1998 to 2002. The total claim amounts to 
approximately 1.5 billion Mexican pesos (around €100 million), 
including user fees, interest and penalties. The Coatzacoalcos 
site was part of the specialty phosphates business that was sold 
in August 2004 to Bain Capital, giving rise to the creation of a 
new company, Innophos. To best protect its interests, Rhodia then 
informed Bain that it was willing to assume direct responsibility, 
subject to certain legal reservations, for resolving this matter with 
the Mexico National Water Commission. Since then, Rhodia has 
worked closely with Innophos to prepare a response, which was 
filed in Innophos’ name on January 17, 2005. The amount of the 
initial claim was lowered following the application made by Rhodia 
to the administrative authority to reconsider and materialized by 
a decision rendered in August 29, 2005. The total amount of the 
revised claim is approximately €16.5 million. Rhodia still believed 
that stronger arguments exist in its defense and with respect thereto 
made public in November 2005 its imminent demand to cancel the 
claim pending before the Mexican federal administrative and tax 
courts. Should the case be decided against Innophos, the New York 
Court has ruled that Rhodia should totally indemnify Innophos. The 
case is still pending as of December 31, 2007. Based on its analysis 
of the merits of the case, Rhodia did not consider it necessary to 
recognize a provision in respect of this claim.
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 Other proceedings
 Rhodia litigation with the Securities and Exchange  Board of India
Rhodia S.A. is involved in proceedings in India initiated by the 
Securities and Exchange Board of India (“SEBI”), which is seeking 
to require Rhodia to initiate a public tender for 20% of the shares 
of Albright & Wilson Chemicals India Limited (“AWCIL”), a listed 
subsidiary of the group formerly known as Albright & Wilson, which 
Rhodia acquired in 2000 and of which it now owns 72.79%. These 
shares would be acquired at a price of 278 rupees per share, based 
on the value of those shares at the time of our acquisition of 
Albright  &  Wilson, and increased by interest accrued since 2000. 
Such a decision by the SEBI would increase Rhodia’s holding of 
AWCIL from 72.79% to 92.79%. As its shareholding would exceed 
90%, Rhodia would then be required to initiate a mandatory 
public tender offer (or “squeeze out”) for the remaining 7.21% of 
outstanding shares for the same price. In this case, all the shares not 
yet held by Rhodia (27.21%) would be acquired for €7.2 million. 
Rhodia is challenging the merits of SEBI’s claim but this risk is 
provided in the financial statements. The High Court of Mumbai, 
which is hearing the case on Rhodia’s appeal following an initial 
unfavorable judgment, is expected to make a final decision in 
2008.

 Significant proceedings entered into by the Company
The Company is pursuing various proceedings initiated in 2004 and 
2005 in France, in Brazil and in the United States against Sanofi-
Aventis (Rhône-Poulenc’s successor) in respect of environmental 
and other employee pension liabilities inherited from its former 
parent company.

32.2 Commitments relating to disposals
In connection with disposals made in 2007 and previously, Rhodia 
provided the usual warranties related to accounting, tax, employee 
and environmental matters.

No warranties granted as part of the disposals were triggered during 
the year 2007.

NOTE 33 Related P arty T ransactions

33.1 Transactions with joint ventures, associates 
and non-consolidated subsidiaries

Transactions with joint ventures, associates and non-consolidated 
subsidiaries are performed under normal market conditions and 
break down in the income statement as follows:

(in millions of euros) 2007 2006
Revenue 141 237

Non-consolidated subsidiaries 14 12
Associates 9 114
Joint ventures 118 111

Cost of sales 52 75
Non-consolidated subsidiaries 7 8
Associates 1 19
Joint ventures 44 48
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The assets and liabilities recognized in Rhodia’s balance sheet in respect of related parties are as follows: 

(in millions of euros) 2007 2006
Trade and other receivables 39 87

Non-consolidated subsidiaries 5 5
Associates 2 46
Joint ventures 32 36

Trade and other payables 9 21
Non-consolidated subsidiaries 1 4
Associates - 5
Joint ventures 8 12

Net cash (borrowings) 1 (3)
Non-consolidated subsidiaries - -
Associates - (3)
Joint ventures 1 -

The strong decrease in all transactions with associates is a result of the disposal in 2007 of the investment in the Nylstar Group.

33.2 Compensation and benefits paid to key Group executives
Key Group executives are defined as being company officers or are either Directors of the Rhodia Group or members of the Executive 
Committee.

Amounts due in respect of the year (salary) or obligations existing at the end of the year (other elements):

(in thousands of euros, except for subscription options and bonus shares) 2007 2006
Wages, charges and short-term benefits 6,035 5,616
Accumulated retirement and other post-employment benefits 16,074 17,014
Severance payments (1) 6,009 6,126
Total stock subscription options and bonus shares granted (2) 516,082 430,016
(1) Severance payments acquired correspond to the commitments undertaken by Rhodia for the Group’s key executives in the event of employment contract 

termination.

(2) The 2006 figures are presented after the reverse share split in 2007 (1 for 12).

Amounts paid during the year:

(in thousands of euros, except for subscription options and bonus shares) 2007 2006
Wages, charges and short-term benefits 5,900 5,430
Accumulated retirement and other post-employment benefits - -
Severance payments 696 -
Total stock subscription options and bonus shares granted (1) 168,424 167,833
(1) The 2006 figures are presented after the reverse share split in 2007 (1 for 12).

33.3 Loans granted to key Group executives
At December 31, 2007, no loans had been granted to any key Group executives.
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NOTE 34  Share-B ased P ayment

The principal changes in the stock subscription option and bonus share plans occurring during the year are as follows:

2007 2006

Options Bonus shares Total Options Bonus shares
Outstanding at the beginning of the year prior 
to reverse share split 25,695,334 8,799,350 34,494,684 26,640,063 - 26,640,063
Outstanding at the beginning of the year after 
reverse share split 2,141,278 733,279 2,874,557 - - -
Adjustment for reverse share split 931 506 1,437 - - -
Granted - 923,360 923,360 - 9,306,250 9,306,250
Cancelled (50,689) (28,494) (79,183) (944,729) (506,900) (1,451,629)
Exercised (18,984) - (18,984) - - -
Outstanding at year-end 2,072,536 1,628,651 3,701,187 25,695,334 8,799,350 34,494,684

34.1 Share capital increase reserved for employees
Contrary to 2006, Rhodia did not perform any capital increases 
reserved for employees in 2007.

 Description of the offers proposed in 2006
Group employees, in addition to those taking retirement or early 
retirement in France, were able to subscribe to a reserved capital 
increase in the first half of 2006 through two options:

the standard offer: subscription to Rhodia shares at a discount 
(15%) compared to the benchmark price (determined on 
June 16 as the average opening Rhodia share price on the Paris 
stock market for the twenty trading days prior to June 16 and 
therefore set at €1.59 prior to the reverse share split);

the leverage offer: s ubscription via the Group’s Saving Plans to a 
number of Rhodia shares entitling the holder, upon expiry of the 
5-year holding period, to benefit from the best return between 
a yearly 2% personal contribution bonus and a multiple of 9.2 
or 8.7 times, depending on the country (10.2 times for Group 
employees in Germany), the average increase in the Rhodia 
shares subscribed to with the personal contribution calculated 
in relation to the subscription price.

 Compensation cost for 2006
The subscription price was defined using the benchmark price (prior 
to the reverse share split) set on June 16 at €1.59 and discounted 
at 15% to €1.35. However, the grant date was set for June 21, the 
expiry date of the subscribers’ retraction period, resulting in a share 
price on this date of €1.50.

In accordance with IFRS 2 and after taking into account the cost of 
non-transferability of shares by the subscriber, determined using 
observable market data and the specific market characteristics 
of the Rhodia share, the compensation cost relating to this 
transaction is nil.

m

m

34.2 Stock option plans
Rhodia S.A. has granted stock subscription options to certain of 
its executive managers and employees. All of these option plans 
are payable in shares over the vesting periods mentioned below. 
The exercise of the stock subscription options is subordinated 
to the beneficiary’s continued employment within the Group 
on the date of said fiscal year, with certain exceptions (such as 
retirement). The options vested may be exercised over a period 
limited in time. The exercise period varies according to the reason 
for leaving the Group.

Current stock option plans
During 2006 and 2007, the Board of Directors did not grant any 
new stock option plans.

Options granted under the 2004 plans are exercisable over a eight-
year period, with a holding period of four years for French tax 
residents and three years for foreign tax residents as from the grant 
date by the Board of Directors.

Options granted as part of the 2004 B plan are definitely vested, as 
the performance criteria to which the plan was subject were met 
at the 2006 year-end.

Options granted under the 2001,2002 and 2003 plans are exercisable 
over a twelve-year period, with a holding period of four years for 
French tax residents and three years for foreign tax residents as 
from the grant date by the Board of Directors.

Options issued under the 1998, 1999 and 2000 plans are exercisable 
over a ten-year period, with a holding period of five years for French 
tax residents and three years for foreign tax residents as from the 
grant date by the Board of Directors.
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In accordance with IFRS 2, only the plans granted after November 7, 
2002 those were not yet vested at January 1, 2005 were measured 
and recognized in employee expenses.

Main changes in stock option and bonus share plans outstanding 
at December 31, 2007:

2007 2006

Options
Weighted average 

exercise price (in €) Options
Weighted average 

exercise price (in €)
Options outstanding at the beginning of the period (1) 2,141,278 61.34 2,220,005 60.91
Adjustment for reverse share split 931 - -
Options forfeited (2) (50,689) 59.88 (78,727) 49.24
Options exercised (18,984) 23.28 - -
Options outstanding at the end of the period 2,072,536 61.73 2,141,278 61.34
(1) Options outstanding at the beginning of the period correspond to the number of options after the one-for-twelve reverse share split.

(2) Stock subscription options forfeited during the year.

The weighted-average remaining contractual life of the stock 
subscription options outstanding as of December 31, 2007 is 4 years 
versus 5.1 years in 2006.

In 2007, of all plans granted by the Rhodia Board of Directors, 
18,984 options (after reverse share split) have been exercised, of 
which 11,947 on the 2003 plan, 6,242 on the A 2004 plan and 
795 on the B 2004 plan.

Main features of the stock option plans outstanding at 
December 31, 2007
The options figures presented in the table below are presented after 
the 2007 one-for-twelve reverse share split.
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Stock subscription 
option plan

1998 
Plan

1999/1 
Plan

1999/2 
Plan

2000/1 
Plan

2000/2 
Plan

2001 
Plan

2002 
Plan

2003 
Plan

2004 A 
Plan

2004 B 
Plan

Date of shareholders’ 
meeting approval 05/13/1998 05/13/1998 05/13/1998 05/13/1998 04/18/2000 04/18/2000 04/18/2000 05/21/2002 05/21/2002 05/21/2002

Date of grant as approved 
by  the Board of Directors 06/24/1998 02/23/1999 02/23/1999 03/30/2000 09/27/2000 03/16/2001 03/20/2002 05/28/2003 06/17/2004 06/17/2004

Exercise period (a)

7 years 
from 

06/24/01

7 years 
from 

02/23/02

7 years 
from 

03/01/02

7 years 
from 

03/30/03

7 years 
from 

09/27/03

9 years 
from 

03/16/04

9 years 
from 

03/20/05

9 years 
from 

05/28/06

5 years 
from 

06/17/07

5 years 
from 

06/17/07
Original options granted 133,333 131,667 100,000 175,000 12,500 215,022 166,667 109,412 225,125 114,375
Of which granted to the 
Board of Directors and 
Executive Committee (b) 6,667 7,792 5,000 17,250 - 19,750 14,837 8,542 29,500 46,250
Fair value of the option - - - - - - - 6.30 2.68 2.76
Original exercise price (in €) 256.08 180.00 180.00 205.68 195.12 188.40 144.48 (f) 66.00 (f) 18.00 18.00
Maximum term (years) 10 10 10 10 10 12 12 12 8 8
Weighted-average 
remaining contractual life at 
December 31, 2007 (years) 0.5 1.2 1.2 2.2 - 5.2 6.2 7.4 4.5 4.5
Adjusted exercise price (c) 108.96 76.56 76.56 87.48 - 80.16 61.44 (f) 28.08 (f) 15.12 15.12
Weighted average exercise 
price 108.96 76.56 76.56 87.48 - 80.16 62.76 31.44 15.12 15.12
Weighted average exercise 
price of exercisable options 108.96 76.56 76.56 87.48 - 80.16 62.76 31.44 15.12 15.12
Options outstanding at 
December 31, 2006 3,301 267,301 199,088 333,729 - 417,412 339,022 232,385 225,293 123,748
Adjustment for reverse share 
split (d) 3 66 101 95 176 172 133 144 41
Options forfeited between 
January 1 and December 31, 
2007 (686) (4,309) (2,940) (5,628) - (9,576) (12,970) (9,913) (2,780) (1,886)
Options exercised between 
January 1 and December 31, 
2007 - - - - - - - (11,947) (6,242) (795)
Options outstanding at 
December 31, 2007 2,618 263,058 196,249 328,195 - 408,012 326,224 210,658 216,415 121,107
Of which granted to the 
Board of Directors and 
Executive Committee (e) - 12,828 7,345 35,642 - 40,537 30,167 11,066 31,918 50,336
Options outstanding at 
December 31, 2007 2,618 263,058 196,249 328,195 - 408,012 326,224 210,658 216,415 121,107
Of which granted to the 
Board of Directors and 
Executive Committee (e) - 12,828 7,345 35,642 - 40,537 30,167 11,066 31,918 50,336
Number of beneficiaries at 
December 31, 2007 10 279 276 382 - 572 402 417 254 69
(a) Without taking into account the tax holding period for tax residents in France of 4 years as from 2001 and 5 years previously.

(b) As made up on the stock subscription option grant date.

(c) After the capital increases which took place on May 7, 2004 and December 20, 2005, the Board of Directors adjusted the exercise price and the number of options 

outstanding in accordance with the French Commercial Code and applicable regulations to stock option plans.

(d) The adjustment represents the fractional shares resulting from the reverse share split.

(e) Actual data.

(f) Due to a personal commitment, Mr. Tirouflet accepted that the exercise price of his options would be set at €15 (after the 2004 and 2005 adjustments, this price 

was reduced to €6.38 before the reverse share split or €76.56 after the reverse share split).
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The expense incurred during the period relating to services 
compensated by equity-based instruments (stock options) totaled less 
than €1 million at December 31, 2007 and December 31, 2006.

34.3 Bonus share plan
Under the 2005 French Finance Act, French companies are entitled 
to grant bonus shares to their executives and employees as from 
January 1, 2005.

2007 A and B plans
In accordance with the resolutions adopted by the Extraordinary 
General Meeting of June 23, 2005, the Board of Directors approved 
on January 15, 2007 the terms and conditions governing two bonus 
shares allotment plans subject to performance criteria and the 
vesting and holding period.

The terms and conditions of these plans are as follows:

Plan A Plan B
Number of shares 4,129,500 (before reverse share split) (*) 4,129,500 (before reverse share split) (*)

Number of beneficiaries 448 448
Grant date January 15, 2007 January 15, 2007
Vesting date At the close of January 15, 2009 At the close of January 15, 2009
Holding period Minimum at the close of January 17, 2011 Minimum at the close of January 17, 2011

Performance criteria

Net debt/recurring EBITDA ratio as resulting 
from the consolidated financial statements of 
the Company as of December 31, 2007 below 

or  equal  to 2.2.

Recurring EBITDA margin exceeding the average 
margin of a panel of competitors for the period 

ended 12/31/2007
Validation of vesting conditions Board of Directors Board of Directors
(*) i.e.: 344,125 shares after reverse share split.

Under both the above plans, 2,020,000 bonus shares (168,334 shares 
after reverse share split) have been granted to key Group 
executives.

As the performance criteria of both plans were met at the 2007 
year-end, shares are definitely vested, subject to the continued 
employment provisions mentioned above.

2007 “2 + 2” and “4 + 0” plans
In accordance with the 16th resolution adopted by the Combined 
General Meeting of May 3, 2007, the Board of Directors’ meeting of 
July 30, 2007 approved the terms and conditions governing two other 
bonus shares allotment plans which provides for different vesting and 
holding periods (more particularly with regard local legal and fiscal 
constraints) and are not subject to performance criteria.

The terms and conditions of these plans are as follows:

“Plan 2 + 2” “Plan 4 + 0”
Number of shares 92,355 142,755
Number of beneficiaries 6,157 9,517
Grant date July 30, 2007 July 30, 2007
Vesting date July 31, 2009 July 31, 2011
Holding period Minimum July 31, 2011 -
Validation of vesting conditions Board of Directors Board of Directors

2006 A and B plans
In accordance with the resolutions adopted by the Extraordinary 
General Meeting of June 23, 2005, the Board of Directors approved 
on January 13, 2006 the terms and conditions governing two bonus 
shares allotment plans subject to performance criteria and the 
vesting and holding period.

The performance criteria to which the 2006 A and B plans were 
subject were met at the 2006 year-end.

Expense recognized
The expense recognized in respect to all bonus share allotment plans 
at December 31, 2007 totaled €18 million (€9 million in 2006), of 
which €11 million in respect to plans granted during the year.

Major changes in the bonus shares allotment plans 
outstanding at December 31, 2007
The number of bonus shares shown in the table below is presented 
after conversion of the one-for-twelve shares resulting from the 
2007 reverse share split.
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Bonus shares allotment plan
2006 A 
Plan (d)

2006 B 
Plan (d)

2007 A 
Plan (e)

2007 B 
Plan (e)

2007 “2 
+ 2” Plan

2007 “4 
+ 0” Plan

Date of shareholders’ meeting approval 06/23/2005 06/23/2005 06/23/2005 06/23/2005 05/03/2007 05/03/2007
Date of grant as approved by the Board of Directors 01/13/2006 01/13/2006 01/15/2007 01/15/2007 07/30/2007 07/30/2007
Vesting date 01/14/2008 01/14/2008 01/16/2009 01/16/2009 07/31/2009 07/31/2011
Original bonus shares granted 387,760 387,760 344,308 344,308 92,355 142,755
Of which granted to the Board of Directors 
and  Executive  Committee (a) 83,917 83,917 84,167 84,167 90 -
Fair value of the share 21.99 21.99 30.44 30.44 33.03 34.08

Period of non-transferability

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period -
Number of bonus shares outstanding at December 31, 2006 366,640 366,640 - - - -
Bonus shares granted between January 1 and December 31, 2007 (b) 70 70 344,308 344,308 92,355 142,755
Bonus shares forfeited between January 1 and December 31, 2007 (7,397) (7,397) (4,818) (4,818) (660) (3,405)
Number of bonus shares outstanding at December 31, 2007 359,313 359,313 339,490 339,490 91,695 139,350
Of which granted to the Board of Directors and Executive 
Committee (c) 73,917 73,917 74,167 74,167 75 -
Number of beneficiaries at December 31, 2007 303 303 438 438 6, 113 9, 290
(a) As made up on the grant date.

(b) Including the (506) fractional shares resulting from the reverse share split.

(c) Actual data.

(d) The performance criteria were met as of December 31, 2006.

(e) The performance criteria were met as of December 31, 2007.

NOTE 35  Subsequent E vents

on January 15, 2008, Rhodia increased its capital by €8,617,512 
in accordance with its 2006 plan for the allotment of free 
shares;

on March  17, 2008, the Board of Directors approved a new bonus 
share plan for 342 participants (2 x 511,980 shares) subject to the 
conditions governing Rhodia’s performance and the continued 
employment of the participants;

on March 19, 2008, Rhodia is entered into exclusive negotiations 
for the sale of its Isocyanates businesses to the Swedish Perstorp 
group. These activities are essentially based in Pont-de-Claix 

m

m

m

(France) and Freeport (USA). The finalization of this divestment 
project should take place over the next few months.

 NOTE 36  List of C ompanies I ncluded 
in the C onsolidated F inancial 
S tatements for the Y ear E nded 
December 31, 2007

The consolidated financial statements for the year ended 
December 31, 2007 included 106 companies, of which 93 
subsidiaries, 9 joint ventures, 4 associates.

Subsidiaries Country %
RHODIA ACETOW GmbH Germany 100.00
RHODIA DEUTSCHLAND GmbH Germany 100.00
RHODIA GmbH Germany 100.00
RHODIA CHEMICALS PTY Ltd. Australie 100,00
RHODIA AUSTRALIA PTY Ltd. Australia 100.00
RHODIA BELGIUM Belgium 100.00
RHODIA BRASIL LTDA Brazil 100.00
RHODIA ENERGY BRASIL LTDA Brazil 100.00
RHODIA ENERGY BRASIL LTDA Brazil 100.00
RHODIA ENERGY BRASIL LTDA Brazil 100.00
RHOPART – PARTICIPAÇÕES, SERVI SERVIÇOS E COMÉRCIO LTDA Brazil 100.00
RHODIA CANADA Inc. Canada 100.00
JADE FINE CHEMICALS (WUXI) Co. Ltd. China 100.00
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Subsidiaries Country %
RHODIA (SHANGHAI) INTERNATIONAL TRADING Co. Ltd. China 100.00
RHODIA (CHINA) Co. Ltd. China 100.00
RHODIA PERFUMERY WUXI Co. Ltd. China 100.00
RHODIA POLYAMIDE (SHANGHAI) Co. Ltd. China 100.00
RHODIA SILICA QINGDAO Co. Ltd. China 100.00
RHODIA SPECIALTY CHEMICALS WUXI Co. Ltd. China 100.00
RHODIA WUXI PHARMACEUTICAL Co. Ltd. China 100.00
RUOHAI (ZHEJIANG) FINE CHEMICALS Co. Ltd. China 100.00
LIYANG RHODIA RARE EARTH NEW MATERIALS Co. Ltd. China 95.00
RHODIA HENGCHANG (ZHANGJIAGANG) SPECIALTY CHEMICAL Co. Ltd. China 70.00
BEIJING RP EASTERN CHEMICAL Co. Ltd. China 60.00
BAOTOU RHODIA RARE EARTH Co. Ltd. China 55.00
RHODIA (ZHENJIANG) CHEMICALS Co. Ltd. China 100.00
RHODIA ENERGY KOREA Co. Ltd. South Korea 100.00
RHODIA POLYAMIDE Co. Ltd. South Korea 100.00
RHODIA SILICA KOREA Co. Ltd. South Korea 100.00
RHODIA IBERIA SL Spain 100.00
ALCOLAC, Inc. United States 100.00
RHODIA FUNDING CORP. United States 100.00
HEAT TREATMENT SERVICES Inc. United States 100.00
RHODIA ELECTRONICS & CATALYSIS Inc. United States 100.00
RHODIA FINANCIAL SERVICES Inc. United States 100.00
RHODIA HOLDING Inc. United States 100.00
RHODIA Inc. United States 100.00
RHODIA-INDIA HOLDING Inc. United States 100.00
CHLORALP France 100.00
RHODIA CHIMIE France 100.00
RHODIA ELECTRONICS & CATALYSIS France 100.00
RHODIA ENERGY France 100.00
RHODIA ENERGY GHG France 100.00
RHODIA FINANCE France 100.00
RHODIA LABORATOIRE DU FUTUR France 100.00
RHODIA OPERATIONS France 100.00
RHODIA PARTICIPATIONS France 100.00
RHODIA France 100.00
RHODIA SERVICES France 100.00
RHODIANYL S.N.C. France 100.00
RHODIA HONG KONG Ltd. Hong Kong 100.00
ALBRIGHT & WILSON CHEMICALS INDIA Ltd. India 72.93
CEIMIC-RE Ltd. Ireland 100.00
RHODIA ITALIA S.p.A. Italy 100.00
RHODIA JAPAN Ltd. Japan 100.00
ANAN KASEI Co., Ltd. Japan 67.01
RHODIA NICCA Ltd. Japan 60.00
CAREDOR Luxembourg 100.00
PARTICIPATIONS CHIMIQUES Luxembourg 100.00
RHODIA MALAYSIA SDN.BHD Malaysia 100.00
RHODIA DE MEXICO S.A. DE CV Mexico 100.00
RHODIA ESPECIALIDADES S.A. DE CV Mexico 100.00
RHODIA NEW ZEALAND Ltd. New Zealand 100.00
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Subsidiaries Country %
RHODIA INTERNATIONAL HOLDINGS BV The Netherlands 100.00
RHODIA NEDERLAND BV The Netherlands 100.00
RHODIA POLYAMIDE POLSKA Sp.zo.o Poland 100.00
HOLMES CHAPEL TRADING Ltd. United Kingdom 100.00
RHODIA ECO SERVICES Ltd. United Kingdom 100.00
RHODIA FOOD UK Ltd. United Kingdom 100.00
RHODIA HOLDINGS Ltd. United Kingdom 100.00
RHODIA HPCII UK Ltd. United Kingdom 100.00
RHODIA INDUSTRIAL SPECIALTIES Ltd. United Kingdom 100.00
RHODIA INTERNATIONAL HOLDINGS Ltd. United Kingdom 100.00
RHODIA Ltd. United Kingdom 100.00
RHODIA ORGANIQUE FINE Ltd. United Kingdom 100.00
RHODIA OVERSEAS Ltd. United Kingdom 100.00
RHODIA PHARMA SOLUTIONS (ANNAN) Ltd. United Kingdom 100.00
RHODIA PHARMA SOLUTIONS HOLDINGS Ltd. United Kingdom 100.00
RHODIA PHARMA SOLUTIONS Ltd. United Kingdom 100.00
RHODIA REORGANISATION United Kingdom 100.00
RHODIA UK Ltd. United Kingdom 100.00
RHODIA TEXEL Ltd. United Kingdom 100.00
OOO SERTOW Russia 100.00
ALBRIGHT & WILSON ASIA PACIFIC HOLDINGS PTE Ltd. Singapore 100.00
RHODIA ASIA PACIFIC PTE Ltd. Singapore 100.00
SOPARGEST – SOCIETE DE PARTICIPATION ET DE GESTION S.A. Switzerland 99.98
RHODIA THAI HOLDINGS Ltd. Thailand 100.00
RHODIA THAI INDUSTRIES Ltd. Thailand 74.00
ALAVER SOCIEDAD ANONIMA Uruguay 100.00
FAIRWAY INVESTMENTS S.A. Uruguay 100.00
ZAMIN COMPANY S/A Uruguay 100.00
RHODIA ACETOW VENEZUELA C.A. Venezuela 100.00
RHODIA SILICES DE VENEZUELA C.A Venezuela 100.00

Joint ventures C ountry %
WÄRMEVERBUNDKRAFTWERK FREIBURG GmbH Germany 49.90
LUOPING PHOSPHOROUS CHEMICAL Co. Ltd. China 50.00
PRIMESTER United States 50.00
BUTACHIMIE France 50.00
COGENERATION CHALAMPE France 50.00
ORBEO France 50.00
RHODIGAZ France 50.00
HINDUSTAN GUM & CHEMICALS Ltd. India 50.00

P.T. RHODIA MANYAR Indonesia 50.00

Associates C ountry %
QINGDAO DONGYUE RHODIA CHEMICAL CO. LTD. China 30.00
GIE OSIRIS France 41.00
GIE CHIMIE SALINDRES France 50.00

ZAKLAD ENERGOELEKTRYCZNY “ENERGO-STIL” SP. Z O. O. Poland 25.00
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20.3.2 COMPANY FINANCIAL STATEMENTS YEAR ENDED DECEMBER 31, 2007    

20.3.2.1 STATUTORY AUDITORS’ REPORT ON THE STATUTORY ACCOUNTS FOR THE YEAR 
ENDED DECEMBER  31, 2007  

Ladies and Gentlemen,

In compliance with the assignment entrusted to us by your general shareholders meeting, we present to you our report for the year ended 
December 31, 2007 on:

the audit of the annual financial accounts of Rhodia S.A., accompanying this report,

justification of our assessment,

specific verification of the information required by law.

The annual financial accounts have been approved by the Board of Directors. Our role is to express an opinion on these annual financial 
accounts based on our audit.

I. Opinion on the financial accounts
We conducted our audit in accordance with professional standards applicable in France. These standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatements.  An audit 
consists of examining, on a test basis, evidence supporting the amounts and disclosures in the financial accounts.  An audit also involves 
assessing the accounting principles used and significant estimates made to approve the financial accounts, as well as evaluating their 
overall presentation.  We believe that our audit provides a reasonable basis for our opinion.

We certify that the statutory accounts, with regard to the French accounting rules and principles, are accurate and consistent and provide 
a true and fair picture of the operating results of the past year as well as the financial position and the assets and liabilities of the company 
at the end of the year. 

II. Justification of our assessments
In accordance with the requirements of Article L. 823-9 of the Commercial Code relating to the justification of our assessments, we bring 
to your attention the following matters:

The company estimates the value in use of its holdings in accordance with the methods described in note 2.a. of the annex and recognizes 
depreciations when the value in use is lower than the carrying amount.  We evaluated the methods adopted by the company and verified, 
on a test basis, their correct application.  Our work also consisted of assessing the information and assumptions used by the company and 
to verify, on a test basis, the carried out calculations.

These assessments were made in the context of our audit of the annual financial accounts taken as a whole, and therefore contributed to 
the opinion we formed which is expressed in the first part of this report.

m

m

m
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III. Specific information and verification
In accordance with professional standards applicable in France, we have also verified specific information as required by law.

We have no matters to report as to:

the accuracy and agreement with the annual financial accounts of the information provided in the management report of the Board of 
Directors and in the documents addressed to the shareholders concerning the financial position and the annual financial accounts,

the accuracy of information provided in the management report related to the compensation and benefits paid to the company’s 
interested officers as well as the commitments agreed to in their favor at the time of their assuming, ending or changing positions or 
following these events.

In application of the law, we ensured that the various information related to the identity of holders of capital and voting rights was 
communicated to you in the management report.

Neuilly-sur-Seine and Paris La Défense, March 27, 2008                  

Statutory Auditors   

PricewaterhouseCoopers Audit Salustro Reydel  

Christian Perrier 
Member of KPMG International

Dominique Stiegler 

m

m
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20.3.2.2 STATUTORY A CCOUNTS Y EAR E NDED D ECEMBER 31, 2007 

A. BALANCE SHEET

ASSETS

Notes

At December 31, 2007 At December 31, 2006 

Gross
 amount

Depreciation 
and 

amortization
Net

  amount
Net

  amount (in millions of euros)

Intangible assets, and property, plant and equipment 3 9 8 1 1
Non-consolidated investments 4 3,812 1,692 2,120 2,116
Loans to non-consolidated investments 5 3,273 2 3,271 3,805
Other long-term investments 9 9 43
Non-current assets 7,103 1,702 5,401 5,965
Receivables 6 189 3 186 107
Cash advances to subsidiaries 7 393 393 543
Marketable securities 8 210 210 175
Cash and short-term investments 1 1 35
Current assets 793 3 790 860
Deferred charges 9 9 9 38
Unrealized foreign exchange losses 109 109 56
TOTAL ASSETS 8,014 1,705 6,309 6,919

LIABILITIES AND SHAREHOLDERS’ EQUITY

Notes

At December 31,  2007 At December 31,  2006 

Before
 appropriation

Before
 appropriation(in millions of euros)

Share capital 1,204 1,204
Additional paid-in capital 23 23
Legal reserve 37 32
Other reserves 105 11
Retained earnings/(deficit) (120)
Net profit for the year 45 219
Shareholders’ equity 10 1,414 1,369
Provisions 11 354 176
Bank borrowings 1,737 2,013
Other borrowings 2,096 2,587
Borrowings 12 3,833 4,600
Tax and employee-related liabilities 3 3
Other liabilities 13 694 705
Liabilities 4,530 5,308
Deferred income - 3
Unrealized foreign exchange gains 11 63
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 6,309 6,919
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B. INCOME STATEMENT

(in millions of euros) Notes  2007  2006
Dividends received from non-consolidated investments 46 20
Interest income 315 287
Interest expense (232) (250)
Sub-total 129 57
Net charges to provisions for impairment of securities 5 (75)
Net charges to provisions for subsidiary-related risks (75) (113)
Gains/(losses) on loans to non-consolidated investments - 26
Other financial income/(expenses) (60) 319
Net financial items 14 (1) 214
Operating profit/(loss) 15 (18) (27)
Net profit from ordinary activities (19) 187
Net exceptional items 16 (7) 7
Net profit from ordinary activities before tax (26) 194
Corporate income tax 17 71 25
Net profit for the year 45 219

C. CASH FLOW STATEMENT

(in millions of euros) 2007 2006
Operating activities
Net profit for the year 45 219
Elimination of non-cash and non-operating income and expenses
* Charges to depreciation, amortization and provisions 148 111
* Capital gains on assignment and waiver of receivables 26 (18)
Impact of changes in the timing differences of cash flows from operating activities (111) 19
Net cash from/(used in) operating activities (A) 108 331
Investing activities
Disbursements related to acquisitions of non-consolidated investments - (24)
Proceeds from disposal of non-consolidated investments 2 121
Net changes in loans to non-consolidated investments and other long-term investments 571 (499)
Net cash from/(used in) investing activities (B) 573 (402)
Financing activities
Par value amount of capital increase - 27
Additional paid-in capital issued in connection with capital increase - 10
Capital increase costs deducted from additional paid-in capital - (1)
Proceeds from assignment of receivables - 12
New bonds and bank borrowings 595 1,102
Redemption of bonds and repayment of bank borrowings (883) (1,440)
Net changes in inter-company loans (492) 499
Cash advances to subsidiaries 89 (540)
Net cash from/(used in) financing activities (C) (691) (331)
Change in cash and cash equivalents (A+B+C) (10) (402)
Cash and cash equivalents at the beginning of the year (D) 204 606
Cash and cash equivalents at the end of the year (A+B+C+D) 194 204
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20.3.2.3 NOTES TO THE STATUTORY 
ACCOUNTS YEAR ENDED 
DECEMBER 31, 2007 

NOTE 1 Activities and H ighlights of the Y ear

Rhodia S.A. (hereinafter referred to as “Rhodia” or the “Company”) 
is the parent company of the Rhodia specialty chemicals group and 
its sole business is that of a holding company.

During the past fiscal year, the Company has pursued the 
rescheduling of its external debt so as to extend maturity dates and 
reduce its cost. The exceptional interest expenses thereby incurred 
have been rebilled to the subsidiaries.

NOTE 2 Accounting P olicies and M ethods

The annual financial statements of Rhodia have been prepared in 
accordance with the legislative and regulatory provisions enacted 
in France, it being specified that the balance sheet and profit or loss 
presentation has been adapted to the Company’s holding company 
status.

2.1 Investments
Non-consolidated investments are shown on the face of the balance 
sheet at the lower of acquisition cost or value in use. The acquisition 
costs of non-consolidated investments are expensed as incurred.

The value in use of non-consolidated investments of operating 
entities for which there is no recent independent valuation is 
based on a multicriteria method taking into account (i) the share 
of equity held and (ii) the enterprise value generaly based on market 
multiples applied to “recurring EBITDA”, net of any indebtedness 
or the future discounted cash flow.

The share of equity held is determined using the accounting policies 
applied by Rhodia for the preparation of its consolidated financial 
statements.

Recurring EBITDA corresponds to operating profit or loss before 
restructuring costs, net charges to depreciation, amortization and 
impairment, and other operating income and expenses.

Ponderation between share of equity held and the enterprise value 
net of any indebtedness is determined regarding for each entities, 
its own situation, business and profitability forecasts.

The value in use of investments held in non-operating or minor 
entities is mainly determined based on the share of equity held.

2.2 Intangible assets
Acquired brands are capitalized. Brands with unlimited useful lives 
are not amortized. Renewal costs of brands developed internally 
are expensed as incurred.

When there is an indication of impairment, the net carrying 
amount of the non-current asset is compared with its present 
value. An impairment loss is recorded, where appropriate, when the 
present value of the non-current asset falls below its net carrying 
amount.

2.3 Bonds that can be converted or exchanged 
for shares

OCEANE bonds (bonds that can be converted or exchanged for 
new or existing shares) have been recorded under the unique 
approach.

Bonds are recorded in borrowings at nominal value on issuance, 
exclusive of the redemption premium.

A provision determined on an actuarial basis to cover the risk that 
bonds may not be converted and the redemption premium-related 
expense is recorded so long as the conversion is not reasonably 
probable.

2.4 Foreign currency transactions
Foreign currency-denominated income and expenses are recorded 
for their euro equivalent amount on the date of the transaction or 
commitment. Foreign currency-denominated payables, receivables 
and cash are shown on the face of the balance sheet for their euro 
equivalent amount at the exchange rate prevailing at the year-end. 
Differences arising from the revaluation of payables and receivables 
denominated in foreign currencies at the year-end exchange rate 
are shown on the face of the balance sheet as Currency translation 
adjustments. A provision is set aside for unrealized exchange losses 
that have not been offset by unrealized exchange gains.

2.5 Bond issuance costs and redemption premiums
Costs and redemption premiums incurred by Rhodia in respect of 
the issuance of bonds are spread out over the terms of the bonds 
on a straight-line basis when they are not rebilled to subsidiaries.

A one-time amortization charge is recognized in the event of early 
redemption or buyback of the bonds.

2.6 Derivative financial instruments
Rhodia uses derivative financial instruments in order to manage and 
mitigate its exposure to foreign exchange and interest rate risks.

Rhodia’s policy is to manage its positions on an overall basis without 
necessarily setting up specific hedges.

Interest-rate derivatives:
Income and expenses arising from the use of interest-rate derivatives 
are recognized in profit or loss symmetrically to the income and 
expenses from hedged transactions when they qualify for hedge 
accounting.
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When they do not qualify for hedge accounting, these instruments 
are valued as follows:

net unrealized losses on OTC instruments are fully provided for;

net unrealized gains on OTC instruments are recorded in profit 
or loss solely when the transaction has been settled;

unrealized gains and losses on organized markets are directly 
recognized in profit or loss.

Foreign exchange derivatives:
Foreign exchange derivatives underpin Rhodia’s foreign exchange 
position. Unrealized gains and losses on such instruments are 
included in the calculation of the provision for unrealized foreign 
exchange losses.

2.7 Retirement obligations
Rhodia recognizes its retirement obligations, other post-employment 
benefits and termination benefits via a provision.

The amount thus provided corresponds to the actuarial value of 
rights vested by the beneficiaries at the year-end, without taking 
into account their future salary increases. Actuarial gains or losses 
arising from experience adjustments and changes in actuarial 
assumptions are recorded in profit or loss as soon as recognized. 
Charges to and reversals from provisions are recorded in operating 
profit or loss.

2.8 Dividends
Dividends receivable by Rhodia from its subsidiaries and non-
consolidated investments are recorded as income on the date of 
approval by their General Shareholders’ Meetings.

m

m

m

2.9 Stock subscription plans
Stock subscription plans are recorded when options are exercised as 
a capital increase in an amount corresponding to the subscription 
price paid by option holders. The difference between the subscription 
price and the par value of the stock represents additional paid-in 
capital where appropriate.

2.10 Bonus shares to be issued
Rhodia records the bonus shares definitely vested by beneficiaries 
when they are issued, via an offsetting entry against available 
reserves up to the par value amount of the shares issued.

2.11 Corporate income tax
Rhodia and certain of its French subsidiaries have entered into 
a tax consolidation group agreement whereby each subsidiary 
computes its tax expense as if it were not part of a tax group. 
The tax savings resulting from the utilization of the tax losses of 
subsidiaries included in the tax group are immediately recognized 
in profit or loss by Rhodia and do not give rise to any subsequent 
cash payback. When subsidiaries become profit-making, Rhodia 
assumes, as appropriate, an additional tax expense as a result of 
having already deducted its subsidiaries’ tax losses.

2.12 Statement of cash flows
Cash and cash equivalents include cash in bank, marketable 
securities with a maturity of less than 3 months at inception and 
bank balances in credit.

NOTE 3 Intangible A ssets and P roperty, 
P lant and E quipment

This heading includes primarily the Rhodia brand acquired when 
the Group was established.

NOTE 4 Non-C onsolidated I nvestments

(in millions of euros) December 31, 2006 Increase Decrease December 31, 2007
Gross 3,819 (7) 3,812
Impairment (1,703) (86) 97 (1,692)
Net 2,116 (86) 90 2,120

The decrease in the gross amount is primarily attributable to the 
inter-company transfer of Rhodia Nederland to Rhodia International 
Holding BV.

The charges to provisions for impairment mainly relate to Rhodia 
Iberia (€44 million), Rhodia Brazil Ltda (€3 million), Sopargest 
(€33  million) and Rhodia China Co Ltd (€5 million). The charge 
recognized in respect of Rhodia Iberia primarily results from the 
subsidiary’s losses incurred subsequent to the disposal of its 

Phosphates business and from the impairment recognized in respect 
of the receivables from the Nylstar group which went into bankruptcy 
proceedings in 2007. The charge recognized in respect of Sopargest 
results from the decrease in this non-operating subsidiary’s equity 
subsequent to the payment of an exceptional dividend in 2007.

Provisions reversals of €6 million mainly relates to Rhodia 
Nederland, following its sale to Rhodia International Holding BV 
and Rhodia Deutschland Gmbh for a consideration of €90 million, 
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primarily attributable to an increase in the value in use in Rhodia 
Acetow Gmbh, the operating subsidiary.

As of December 31, 2007, the gross and net amounts of non-
consolidated investments pledged in connection with the set-up 
of a new credit facility in 2007 both amount to €425 million, 
compared to €3,543 million and €1,850 million, respectively, as of 
December 31, 2006. Collateral security given to lenders as part of 
this new credit facility has been significantly reduced in comparison 
with those given as part of the previous credit facility.

NOTE 5 Loans to N on-C onsolidated I nvestments

All items under this heading concern equity affiliates.

As part of its business as the Group’s holding company, Rhodia 
finances its subsidiaries and sub-subsidiaries, particularly by means 
of medium-term loans.

Loans to affiliates break down by maturity as follows:

(in millions of euros) December 31, 2007
2008 2,554
2009 144
2010 153
2011 96
2012 326
TOTAL 3,273

As of December 31, 2007, the loans pledged in connection with 
the set-up of a new credit facility in 2007 total €200 million, 
versus €3,159 million as of December 31, 2006. This decrease is 
attributable to the reduced collateral security given by Rhodia 
(see Note 4).

NOTE 6 Other R eceivables

As of December 31, 2007, this heading totals €189 million and includes 
€167 million (€82 million as of December 31, 2006) of receivables 
from equity affiliates, €8 million of receivables from the French State 
in respect of the 2007 fiscal year research tax credit (€10 million as 
of December 31, 2006) and accrued income on interest rate swaps of 
€11 million (€15 million as of December 31, 2006).

As of December 31, 2007, receivables from equity affiliates include 
the rebilling of expenses incurred in respect of Group refinancing 
transactions of €89 million and current accounts pertaining to the 
tax group of €71 million.

In addition, receivables from the French State of €10 million in 
respect of the 2006 fiscal year research tax credit were the subject 
of a trade receivable assignment agreement with a bank. The 2007 
fiscal year research tax credit totals €8 million.

NOTE 7 Cash A dvances to S ubsidiaries

This heading includes Rhodia’s advances to equity affiliates as part 
of the Group cash pooling arrangement.

NOTE 8 Marketable S ecurities

As of December 31, 2007, marketable securities comprise negotiable 
medium-term notes of €210 million.

As of December 31, 2007, the carrying amount of these investments 
approximated their net asset value.

NOTE 9 Deferred C harges

Deferred charges total €9 million as of December 31, 2007 
and relate to bond issuance costs that are to be spread forward 
(€2 million in respect of the 2006 fourth quarter bond issue and 
€7 million in respect of the new bond issue subscribed during the 
first half of 2007).

In 2007, the early redemption of bonds maturing in 2010 and 2011 
(see Notes 12 and 14) resulted in a one-time amortization charge 
to deferred charges of €23 million.

NOTE 10 Equity

10.1 Share capital and additional paid-in capital
On June 12, 2007, pursuant to the decision of the Combined 
Shareholders’ Meeting of May 3, 2007, Rhodia’s shares were 
consolidated based on the exchange of 12 former Rhodia shares 
with a par value of €1 each for one new Rhodia share with a par 
value of €12. Non-consolidated shares were listed on the Euronext 
Paris market until December 12, 2007. Shareholders have a period 
of two years to claim the consolidated shares. Upon expiry of this 
two-year period, i.e. June 12, 2009, any consolidated shares that 
have not been claimed by the beneficiaries will be sold on the Paris 
stock market and the net proceeds from the sale will be kept for 
the beneficiaries in a blocked account at BNPP Securities Services 
for a period of ten years.
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At December 31, 2007, Rhodia’s share capital totaled €1,204,413,972, 
comprising 100,367,831 Rhodia shares with a par value of €12 each. 
At December 31, 2007, the number of shares that holders did not 
ask to be issued prior to consolidation was 3,877,152.

During fiscal year 2007, the exercise of stock subscription options 
resulted in the creation of 18,984 shares with a total par value of 
€227,808 and additional paid-in capital of €214,074.

The 215,193 stock subscription warrants (prior to share consolidation) 
issued as part of the June 2006 capital increase reserved for employees 
entitle the employees to subscribe to one new share at the price of 
€1.59 and may be exercised until July 1, 2011.

10.2 Breakdown of changes in equity

(in millions of euros )
As of January 1, 

2007
Appropriation of 

 the  2006 earnings
Net profit 

for  the  year 2007
As of December 31, 

2007
Share capital 1,204 1,204
Additional paid-in capital (1) 23 23
Legal reserve 32 5 37
Other reserves 11 94 105
Retained earnings/(loss) (120) 120 -
Net profit for the year 219 (219) 45 45
Shareholders’ equity 1,369 - 45 1,414
(1) Of which €9 million restricted as earmarked to finance the allotment of bonus shares to Group employees as part of the 2006 plan and €11 million in respect of the 

2007 allotment plans (see Note 22).

As the capital increase resulting from the 2007 exercise of stock subscription options is below € 1 million, it is not reflected in the table 
below.

10.3 Proposed appropriation of the 2007 earnings
It will be proposed at Shareholders’ General Meeting to appropriate the profit 2007, being € 45 million, as follows:

(millions of euros)

Year profit 45 446 921,30  
Proposed appropriation:

Legal reserve 2 272 346,07  
Dividends* 25 091 957,75  
Other reserves 18 082 617,48  

* This amount will be adjusted according to the number of non-splited shares remaining in circulation on the date of dividend payment.
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NOTE 11 Provisions

Provisions as of December 31, 2007 and changes during fiscal year 2007 break down as follows:

(in millions of euros)
Amount as 

of  January 1, 2007 Charges Reversals
Amount as of 

December 31,  2007
Unrealized exchange losses (1) - 93 93
Termination payments on retirement and long service 
medals 20 4 (1) 23
Subsidiary-related contingencies (2) 142 75 217
Other contingencies and losses (3) 14 13 (6) 21
TOTAL PROVISIONS 176 185 (7) 354
(1) As of December 31, 2007, the revaluation of foreign currency-denominated receivables and payables, and foreign exchange derivative instruments results in a net 

unrealized loss which has been provided for in the financial statements. This unrealized loss is mainly attributable to the depreciation of the pound sterling versus 

the euro.

(2) Subsidiaries with negative equity. The charges for the year mainly concern Rhodia Chimie (France) (€(10) million) and Rhodia Holding Ltd (United Kingdom) 

(€(61) million) due to the losses of the period, mainly attributable to the restructuring costs and the rebilling of the refinancing costs by Rhodia S.A., and a decrease 

in the value of the investment as a result of disposals and operations discontinued over prior years.

(3) Of which risks associated with warranties given in respect of subsidiaries sold or their buyers (€12 million), and financial risk (redemption premium) associated with 

the 2007 bond issue (€7 million) (see Note 2 c).

NOTE 12 Borrowings

12.1 Refinancing plans

High Yield Notes and OCEANE bonds
During the fiscal year ended December 31, 2007, Rhodia continued 
to reschedule its debt by performing the following transactions:

early redemptions:

in February, 98.7% of the US dollar-denominated High Yield 
Notes bearing interest at 10.25% and maturing on June 1, 2010. 
The principal thus redeemed amounted to €415 million,

in June, US dollar-denominated Senior 7.625% High Yield 
Notes and euro-denominated Senior 8% High Yield Notes, both 
maturing in 2010, for respective amounts of €3 million and 
€97 million,

in June, US dollar-denominated Senior 8.875% High Yield Notes 
and euro-denominated Senior 9,25% High Yield Notes, both 
maturing in 2011, for respective amounts of €302 million and 
€235 million;

the issue on April 27 of OCEANE bonds (bonds that can 
be converted or exchanged for new or existing shares) in a 
nominal amount of €595 million, maturing on January 1, 2014 
and bearing interest at 0.5%. The issue price was €48.1 per 
bond. OCEANE bondholders may, at any time, exercise their 
conversion option on a 1 for 1 basis. OCEANE bonds carry a 
13.22% redemption premium and a buyback option that may 
be exercised by Rhodia under certain conditions.

m

−

−

−

m

Syndicated credit line
Rhodia entered into a multi-currency syndicated credit facility with 
a limited number of lending banks for €600 million (“Multicurrency 
Revolving Credit and Guaranty Facility” or “RCF”) maturing on 
June 30, 2012. This new syndicated credit facility replaced the 
€300 million RFA (“Refinancing Facilities Agreement” or “RFA”) 
maturing on June 30, 2008.

The interest rate applied to the borrowed sums corresponds to the 
bank discount rate according to the currency of the borrowing plus 
the applicable margin. The applicable margin is reduced based on 
an improvement in the net consolidated indebtedness/adjusted 
recurring EBITDA ratio (“leverage”). In addition, Rhodia pays a 
commitment fee corresponding to 40% or 35% of the applicable 
margin. It is usable in the form of bank loans and/or guarantees.

Rhodia has given collateral security in connection with the 
implementation of the RCF. Such collateral security is made up of 
a pledge of the securities of one of its subsidiaries and a pledge of 
a secured loan from another one of its subsidiaries.

The continuation of the RCF syndicated credit facility is subject 
to the compliance with certain financial ratios (“covenants”) by 
Rhodia which are tested on a quarterly basis.

As of and prior to December 31, 2007, Rhodia has complied with 
all applicable financial covenants.

The RCF includes early repayment clauses, including a change of 
control of Rhodia or the adoption of a break-up or liquidation plan 
for the Company.
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Moreover, the RCF includes mandatory repayment and partial cancellation clauses, notably in the case of asset disposals beyond certain 
thresholds provided for in the agreement, and under certain conditions, notably in respect of the application of proceeds from disposals.

12.2 Breakdown by type

(in millions of euros) December 31, 2007 December 31, 2006
Maturity as of 

December 31, 2007
2003 Senior Notes (€ denominated) 0 97
2003 Senior Notes ($ denominated) 0 2
2003 Subordinated Notes (€ denominated) 0 235
2003 Subordinated Notes ($ denominated) 0 229
2004 Senior Notes ($ denominated) 4 320 06/01/2010
2004 Senior Notes (€ denominated) 1 1 06/01/2010
2013 Bond issue (€ denominated) 1,100 1,100 10/15//2013
2014 OCEANE bonds (€ denominated) 595 0 01/01/2014
Commercial paper 0 2
Banks with a credit balance 17 6
Accrued interest and other borrowings 20 21
Sub-total bonds and bank borrowings 1,737 2,013
Inter-company loans 2,096 2,587
TOTAL 3,833 4,600

12.3 Breakdown by foreign currency

(in millions of euros) December 31, 2007 December 31, 2006
Inter-company
Euro 1,753 2,209
Swiss Franc 12 45
US dollar 56 40
Pound Sterling 263 274
Singapore dollar 12 8
Canadian dollar - 7
Other foreign currencies - 4
Sub-total inter-company 2,096 2,587
Bonds and bank borrowings
Euro 1,733 1,458
US dollar 4 555
Sub-total bonds and bank borrowings 1,737 2,013
TOTAL 3,833 4,600
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12.4 Breakdown by maturity
As of December 31, 2007, the maturity dates of these borrowings are as follows:

(in millions of euros) December 31, 2007 December 31, 2006
Equity affiliates
2007 - 425
2008 2,096 2,162
2009 - -
Sub-total equity affiliates 2,096 2,587
Bonds and bank borrowings
2007 - 29
2008 37 -
2009 - -
2010 and beyond 1,700 1,984
Sub-total bonds and bank borrowings 1,737 2,013
TOTAL 3,833 4,600

12.5 Breakdown by rate
Long and medium-term borrowings broken down by interest rate, excluding the derivatives portfolio, break down as follows:

(in millions of euros) December 31, 2007 December 31, 2006
Floating rate 2,820 3,695
Fixed rate 1,013 905
TOTAL 3,833 4,600

12.6 Market value of borrowings
As of December 31, 2007, Rhodia’s debt was discounted by some 
6% versus its nominal attributable to the changes in interest rates 
and the general downward market trends arising from investors’ 
uncertainty as to the outlook in macro-economic conditions.

12.7 Rating
Rhodia is rated by two international rating agencies.

No downward rating of either of these agencies can cause an 
accelerated repayment of any of the current borrowings or an 
increase in the cost thereof.

12.8 Available credit facilities
As of December 31, 2007, Rhodia had €600 million of committed 
credit facilities, of which €537 million were unused, the drawn 
down amount of €63 million corresponding to bank guarantees 
issued. Contrary to the syndicated credit facility, Rhodia may 
directly use the entire syndicated loan.

NOTE 13 Other L iabilities

This item includes cash advances from subsidiaries as part of the 
Group cash pooling system.
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NOTE 14 Profit/(L oss) from F inancial I tems

Profit/(loss) from financial items break down as follows:

(in millions of euros) 2007 2006
Dividends from non-consolidated investments 46 20
Interest income 315 287
Interest expense (232) (250)
Net foreign exchange gains/(losses) 2 16
Net reversal from/(charge to) provisions for impairment of non-consolidated investments and for 
subsidiary-related contingencies (70) (188)
Gains and losses on loans to non-consolidated investments - 26
Other net interest income/(expense) (62) 303
TOTAL (1) 214

14.1 Dividends from non-consolidated investments
All dividends received are from equity affiliates.

14.2 Interest income and expense
Interest income relates to loans and cash advances granted to equity 
affiliates for €275 million (€263 million in 2006) and interest rate 
swaps for €40 million (€24 million in 2006).

Interest expense relates to bonds and bank borrowings for 
€105 million (€158 million in 2006), loans and cash advances to 
equity affiliates for €89 million (€72 million in 2006) and interest 
rate swaps for €38 million (€20 million in 2006).

Net interest income totals €83 million in 2007, compared to 
€37 million in 2006. The change compared to the previous year 
results primarily from interest expense savings on the 2006 and 
2007 refinancings and the temporary investment of income from 
bonds convertible or exchangeable for new or existing shares 
(OCEANE) issue.

14.3 Impairment of non-consolidated investments 
and provisions for subsidiary-related 
contingencies

Changes in impairment of non-consolidated investments and 
provisions for subsidiary-related contingencies are analyzed in 
Notes 4 and 11.

14.4 Other interest income and expense
In 2007, this item primarily includes:

share in the losses of Rhodianyl SNC and Rhodia Participations 
SNC (French unlimited partnerships) totaling €(47) million;

in 2006, Rhodianyl SNC and Rhodia Participations SNC had 
recorded profits totaling €353 million, mostly reflecting gains 
on disposals and reversals of impairment losses on securities 
recognized in respect of transactions conducted in 2006 as 
part of the simplification of the legal organization chart of 
the Group’s businesses in France. As part of this simplification, 
Rhodianyl SNC and Rhodia Participations SNC transferred their 
investments in the Group’s main French operating subsidiaries 
to Rhodia Opérations;

the amortization of the 2003 and 2004 bond issuance costs 
in an amount of €(23) million, mainly comprising one-time 
amortization charges arising from their redemption, offset 
by the reversal of prepaid interest income in an amount of 
€2 million;

penalties incurred with respect to the 2003 and 2004 bond 
redemptions in a net amount of €(8) million, since €72 million 
was rebilled to the Group borrowing entities in respect of 2007;

a €23 million non-recurring net income corresponding for 
€34 million to an additional rebilling of the 2006 refinancing 
expenses to the subsidiaries and for €(11) million to a one-time 
amortization charge to the corresponding deferred charges.

m

m

m

m

m
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NOTE 15 Operating P rofit or L oss

Operating profit or loss breaks down as follows:

(in millions of euros) December 31, 2007 December 31, 2006
Services billed to equity affiliates - 1
Taxes 1 -
Personnel cost (exclusive of retirement) (5) (4)
Net retirement costs (1) (3) 5
Grant transferred to the income statement (2) 3 -
Other operating expenses (3) (14) (29)
Net operating loss (18) (27)
(1) See Note 11.

(2) Grant received as part of the Group’s industrial investments in South Korea.

(3) Of which €9 million in services billed to equity affiliates in 2007, versus €19 million in 2006.

NOTE 16 Net E xceptional I tems

(in millions of euros) December 31, 2007 December 31, 2006
Net gains/(losses) on disposals of securities and assignment of receivables (1) - 24
Investment disposal costs (2) (6) (17)
Other (1) -
TOTAL (7) 7
(1) The net loss recognized in 2007 on the inter-company transfer of the Rhodia Nederland securities is offset by the reversal of the provision for impairment of such 

securities.

(2) These expenses result primarily from the triggering of warranties granted by Rhodia to the buyer of Rhodia Industrial Yarns (industrial yarn and fiber business in 

Europe) sold in 2006.

NOTE 17 Tax P osition

Rhodia has been under a tax consolidation group regime since 
1999. The scope of the tax group includes 14 companies in 2007 
versus 24 in 2006 primarily as a result of the merger of the business 
conducted in France in Rhodia Operations.

In 2007, under the tax consolidation group regime, the Group 
reported net tax savings of €71 million (€25 million in 2006), 

equivalent to the tax charge of the profitable companies in the 
tax group.

Had Rhodia not belonged to a tax group, it would not have incurred 
any tax charge in respect of 2007 and 2006 due to its own loss-
making position.

As of December 31, 2007, the tax group’s tax loss carryforwards total 
€2,200 million (as a base), of which €1,703 million in losses transferred 
from consolidated subsidiaries included in the tax group.

NOTE 18 Off-B alance S heet C ommitments and T ransactions I nvolving D erivative F inancial I nstruments

18.1 Commitments given

(in millions of euros) December 31, 2007 December 31, 2006
To guarantee the obligations of equity affiliates 124 248
To guarantee the obligations of related parties 1 5
Other 19 18
TOTAL 144 271
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The decrease in commitments given to guarantee the obligations 
of equity affiliates is primarily attributable to the disposal of 
subsidiary guarantees for €65 million and to guarantees reaching 
their maturity dates in an amount of €44 million.

In addition, certain Rhodia subsidiaries are financed as part of 
trade receivable assignment programs entered into with financial 
institutions and Rhodia is committed to guarantee the payment 
of any amount payable by its subsidiaries under such programs. 
Rhodia had realized trade receivable assignments for itself. As of 
December 31, 2007, financings secured by Rhodia’s subsidiaries and 
Rhodia under such programs totaled €98 million.

Rhodia has granted Orbeo a guarantee up to a maximum of 
€200 million to cover its subsidiaries’ obligations arising from the 
sale of greenhouse gas emissions (“CER”). Orbeo is a joint venture 
created in 2006 with Société Générale É nergie (a subsidiary of 
Société Générale) for the purpose of having the CER products 
marketed by the Rhodia Group in Brazil and South Korea. As the 
forward CER sales price negotiated with Orbeo and not executed as 
of December 31, 2007 is higher than the spot exchange rate at this 
date, the risk covered by this guarantee is nil at the year-end.

18.2 Environment
Rhodia has no direct commitment to environmental matters 
except, possibly, as part of the warranties provided to transferees 
of businesses sold.

18.3 Commitments relating to disposals
With the exception of warranties provided to the buyer of 
Rhodia Industrial Yarns (see Note 16), no significant triggering 

of warranties granted as part of the disposals completed during 
the year 2007 occurred.

It should be noted that the litigation between the Group and 
Innophos Inc. pursuant to the triggering of the warranty in the 
contract for the sale of the North American phosphates business 
is still pending (see Note 19.c).

18.4 Derivative financial instruments
Rhodia is exposed to market risks as a result of its financial 
transactions.

To manage its subsidiaries’ exposure to the exchange risk arising 
primarily from their trading transactions, Rhodia sets up derivative 
instruments with external counterparties on behalf of its subsidiaries. 
The resulting exposure is immediately cancelled by the setting up of 
symmetrical contracts with the relevant subsidiaries. Thus, Rhodia 
does not assume any risk associated with these instruments.

This exposure is mainly related to fluctuations in exchange and 
interest rates.

Interest rate risk management
Derivatives designated as hedges
Rhodia is exposed to the variability of interest rates on the floating 
rate portion of its financial indebtedness. In 2006, interest rate swaps 
and options (caps) have been entered into to hedge the floating 
rate bonds issued in October 2006. The notional amounts of these 
contracts and their fair value are detailed in the table below:

(in millions of euros) Currency

At December 31, 2007

Nominal

Fair value<1 year 1 to 2 years 2 to 5 years >5 years Total

Interest rate swaps

€ 750 750 9
Lender Fixed rate

Lender Floating rate 750 750 9
Sub-total 750 750 9

Caps

€ 350 350 3
Purchase 350 350 3

Sale
Sub-total 350 350 3
TOTAL 1,100 1,100 12
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Derivatives not designated as hedges
Interest rate swaps are entered into for terms of between 1 and 2 years. The nominal amounts and the fair values of interest rate derivatives 
are detailed below by currency.

(in millions of euros) Currency

At December 31, 2007

Fair value<1 year 1 to 2 years 2 to 5 years >5 years Total

Interest rate swaps

€

Lender Fixed rate
Lender Floating rate

Sub-total

Floors

€ 750 750 1
Purchase 750 750 1

Sale
Sub-total 750 750 1
TOTAL 750 750 1

Foreign exchange risk management
Rhodia’s policy consists in limiting its exposure to short-term 
fluctuations in exchange rates by calculating on a daily basis its 
net exposure to foreign currencies in its transactions, including 
both sales and purchases, and by using derivatives to reduce such 
exposure. The main derivatives used by Rhodia are forward foreign 
exchange contracts with terms of less than one year.

The financial instruments held by Rhodia, sensitive to changes in 
exchange rates, include foreign currency denominated debts and 
financial assets hedged by foreign exchange derivatives.

During fiscal year 2007, Rhodia has repaid the essentially of all 
its dollar denominated debt. Forward currency purchase and sale 
contracts, and option contracts are mainly entered into by Rhodia 
SA to hedge its inter-company loans and borrowings and operating 
cash flows denominated in foreign currencies.

The nominal amounts as well as the fair values of forward purchase 
and sale contracts, and option contracts entered into either with 
external counterparties or with subsidiaries are detailed below:

(in millions of euros) Foreign currencies

As of December 31, 2007

Forward purchases

USD 369 (12)
GBP 55
JPY 21

Other 30
Total 475 (12)

Forward sales

USD 402 12
GBP 319
JPY 24

Other 52
Total 797 19

Purchase of call options
USD 46 -

Other -
Total 46 -
USD 15 -

Sale of call options Other - -
Total 15 -

TOTAL 1,333 7
Cross currency swap USD 30 3

JPY 30 -
TOTAL 60 3
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18.5 Counterparty risk
Transactions that may potentially expose Rhodia to a counterparty 
risk are essentially:

short-term investments;

derivative instruments.

Rhodia mainly invests its short-term deposits and enters into interest 
rate and currency contracts with banks or financial institutions with 
S&P and Moody’s ratings which are equal to or greater than A- and 
A3, respectively.

As of December 31, 2007, Rhodia’s counterparty risk was therefore 
immaterial.

NOTE 19 Pending L itigation and P roceedings

Legal proceedings
In the ordinary course of its business, Rhodia is involved in a certain 
number of judicial, arbitral and administrative proceedings. These 
proceedings are mainly initiated by buyers of businesses sold by 
Rhodia or involve environmental or civil liability compensation 
claims related to marketed chemicals. Rhodia is also subject to 
certain claims and lawsuits which fall outside the scope of the 
ordinary course of its business, the most significant of which are 
summarized below in this section.

Provisions for the charges that could result from these procedures 
are not recognized until they are probable and their amount can be 
reasonably estimated. The amount of provisions made is based on 
Rhodia’s assessment of the level of risk on a case-by-case basis and 
depends on its assessment of the basis for the claims, the stage of 
the proceedings and the arguments in its defense, it being specified 
that the occurrence of events during proceedings may lead to a 
reappraisal of the risk at any moment.

In addition, certain of the Group’s US subsidiaries have potential 
liabilities under US Federal Superfund legislation and environmental 
regulations. Given the nature of the proceedings, the number of 
plaintiffs, the volume of waste at issue and the provisions that 
have already been recognized for these cases, Rhodia estimates 
that these claims will not result in significant costs for the Group 
and will not give rise to significant additional provisions.

Finally, Rhodia believes that there is no litigation or exceptional 
issues that, taken individually or as a whole, could have a material 
negative impact on its business, financial position or results, other 
than those detailed below.

m

m

19.1 AMF administrative proceedings
On June 21, 2007, on completion of the administrative proceedings 
involving, inter alia, Rhodia and relating to facts dating back to 
the years 2001-2003, the AMF Enforcement Committee made its 
decision public. The Company has been fined € 750,000. Rhodia 
has lodged an appeal on August 20, 2007.

19.2 Litigation with shareholders
Two suits brought in January 2004 before the Paris Commercial 
Court by certain shareholders were adjourned:

an individually brought (“ut singuli”) action challenges Sanofi-
Aventis (formerly Aventis) and certain individuals who were 
members of the Board of Directors of the Company at the 
time of the alleged facts. This action disputes the terms and 
conditions of the acquisition of Albright & Wilson by Rhodia. 
The plaintiffs demand that the defendants be ordered to pay the 
Company €925 million as compensation for the alleged harm 
the Company suffered. These proceedings were adjourned on 
January 27, 2006;

the other suit challenges Sanofi-Aventis (formerly Aventis), 
certain individuals who were members of the Board of Directors 
of the Company and the Statutory Auditors at the time of the 
alleged facts, as well as the Company on a subsidiary basis. 
This action alleges that the information on environmental 
risks and deferred tax assets made public by the Company in 
2001 and until January 29, 2002 in respect of the acquisition 
by Rhodia of Albright & Wilson then Chirex, were inaccurate 
and misleading. Both plaintiffs demand that the defendants be 
ordered to pay €131.8 million as a compensation for damages. 
These proceedings were adjourned on February 10, 2006.

Both proceedings were adjourned due to the existence of a criminal 
investigation conducted by examining magistrates of the financial 
division of the Paris Court of First Instance concerning the same 
facts and pursuant to three criminal proceedings instituted in 
2003 and 2004 against an unspecified defendant by the same 
shareholders for misuse of company assets, insider dealings, 
publication of false or misleading information, fraudulent balance 
sheet and disclosure of inaccurate accounts. Rhodia decided to join 
the criminal investigation as a plaintiff claiming damages (“partie 
civile” ) on January 25, 2006. The investigation was still in progress 
as of December 31, 2007.

On March 19, 2005, one of the shareholders in the cases mentioned 
above brought a suit (in an ut singuli proceeding) against the 
Chairman of the Board of Directors and the Chief Executive 
Officer before the Nanterre Commercial Court alleging personal 
mismanagement, in an attempt to have them repay Rhodia the 
amounts paid to Mr. Jean-Pierre Tirouflet upon his departure in 

m

m
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October 2003 (severance payment of €2.1 million and, if applicable, 
payments made under a supplementary retirement plan for 
which no sums have been paid to date). On November 21, 2007, 
whereas the case was ready to be tried, the plaintiff requested an 
adjournment on the grounds that a non-peremptory charge had 
been brought by the Paris Prosecutor’s office. The defendants and 
the Company dispute the merits of such demands, including the 
application for adjournment. On February 13, 2008, the Nanterre 
Commercial Court has declared itself to be the competent authority 
and did not announce a stay in the proceedings. A decision on the 
matter is expected during the second half of 2008

Since April 7, 2005, various complaints have been filed by 
shareholders in United States against Rhodia as well as certain of 
its directors and senior management. The plaintiffs have generally 
alleged that between April 26, 2001 and March 23, 2004 or March 
24, 2005, depending on the plaintiff, certain provisions of the 
Securities Exchange Acts of 1933 and 1934 were violated, notably 
in terms of financial communication.

Some of these “Erisa” type complaints have been filed by participants 
in the Company’s US pension schemes. In this context, the parties 
have entered into an out-of-court settlement (of approximately 
$2.4 million, fully assumed by the Company’s insurers) produced 
in Court on October 1, 2007 as the Court must approve it prior 
to serving any notice to the plaintiffs. At the 2007 year-end, the 
approval process was still pending.

In respect of the other complaints, the U.S. District Court for the 
Southern District of New York has ruled, in its September 26 and 
December 12, 2007 rulings, to dismiss all the plaintiffs’ claims 
brought as part of class action suit. In the absence of appeal against 
these decisions, these proceedings are definitely closed.

19.3 Trade litigation

Rhodia/Innophos litigation
On November 8, 2004, Rhodia received from Innophos, a subsidiary 
of Bain Capital, a complaint originating from Mexico’s National 
Water Commission relating to water use at the Coatzacoalcos site 
during the period from 1998 to 2002. The total claim amounts 
to approximately 1.5 billion Mexican pesos (around 100 million), 
including user fees, interest and penalties. The Coatzacoalcos site 
was part of the specialty phosphates business that was sold in 
August 2004 to Bain Capital, giving rise to the creation of a new 
company, Innophos. To best protect its interests, Rhodia then 
informed Bain that it was willing to assume direct responsibility, 
subject to certain legal reservations, for resolving this matter with 
the Mexico National Water Commission. Since then, Rhodia has 
worked closely with Innophos to prepare a response, which was 
filed in Innophos’ name on January 17, 2005. The amount of the 
initial claim was lowered following the application made by Rhodia 
to the administrative authority to reconsider and materialized by 
a decision rendered in August 29, 2005. The total amount of the 

revised claim is approximately 16.5 million. Rhodia still believed 
that stronger arguments exist in its defense and with respect thereto 
made public in November 2005 its imminent demand to cancel the 
claim pending before the Mexican federal administrative and tax 
courts. Should the case be decided against Innophos, the New York 
Court has ruled that Rhodia should totally indemnify Innophos. The 
case is still pending as of December 31, 2007. Based on its analysis 
of the merits of the case, Rhodia did not consider it necessary to 
recognize a provision in respect of this claim.

19.4 Other proceedings

Rhodia litigation with the Securities and Exchange 
Board of India
Rhodia is involved in proceedings in India initiated by the 
Securities and Exchange Board of India (“SEBI”), which is seeking 
to require Rhodia to initiate a public tender for 20% of the shares 
of Albright  &  Wilson Chemicals India Limited (“AWCIL”), a listed 
subsidiary of the group formerly known as Albright & Wilson, which 
Rhodia acquired in 2000 and of which it now owns 72.79%. These 
shares would be acquired at a price of 278 rupees per share, based 
on the value of those shares at the time of our acquisition of 
Albright  &  Wilson, and increased by interest accrued since 2000. 
Such a decision by the SEBI would increase Rhodia’s holding of 
AWCIL from 72.79% to 92.79%. As its shareholding would exceed 
90%, Rhodia would then be required to initiate a mandatory 
public tender offer (or “squeeze out”) for the remaining 7.21% of 
outstanding shares for the same price. In this case, all the shares not 
yet held by Rhodia (27.21%) would be acquired for € 7.2 million. 
Rhodia is challenging the merits of SEBI’s claim but this risk is 
provided in the financial statements. The High Court of Mumbai, 
which is hearing the case on Rhodia’s appeal following an initial 
unfavorable judgment, is expected to make a final decision in 
2008.

19.5 Significant proceedings entered 
into by the Company

The Company is pursuing various proceedings initiated in 2004 and 
2005 in France, in Brazil and in the United States against Sanofi-
Aventis (Rhône-Poulenc’s successor) in respect of environmental 
and other employee pension liabilities inherited from its former 
parent company.
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NOTE 20 Compensation of Management and Administrative S enior E xecutives

Compensation and other benefits vested and paid to members of the Executive Committee and to corporate officers break down as follows:

AMOUNTS PAID DURING THE PERIOD

(in thousands of euros, except for subscription options and bonus shares) 2007 2006
Wages, costs and short-term benefits 3,748 3,074
Total stock subscription options and bonus shares granted (1) 98,379 97,833
(1) The 2006 figures are presented after the reverse share split in 2007 (1 for 12).

AMOUNTS DUE IN RESPECT OF THE YEAR (SALARY) OR OBLIGATIONS EXISTING AT THE END OF THE YEAR (OTHER ELEMENTS)

(in thousands of euros, except for subscription options and bonus shares) 2007 2006
Wages, costs and short-term benefits 3,825 3,374
Accumulated retirement and other post-employment benefits 6,198 6,104
Severance payments (1) 4,714 3,858
Total stock subscription options and bonus shares granted (2) 290,528 192,141
(1) Severance payments acquired correspond to the commitments undertaken by Rhodia for the Group’s key executives in the event of employment contract 

termination.

(2) The 2006 figures are presented after the reverse share split in 2007 (1 for 12).

NOTE 21 Average N umber of E mployees

2007 2006
Management 6 7
Non-management 1 1
TOTAL 7 8
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NOTE 22 Stock S ubscription O ptions 
and B onus S hares G ranted

Rhodia has granted stock subscription options to certain of its executive 
managers and employees. All of these option plans are payable in 
shares over the vesting periods mentioned below. The exercise of 
the stock subscription options is subordinated to the beneficiary’s 

continued employment within the Group on the date of said fiscal 
year, with certain exceptions (such as retirement). The options vested 
may be exercised over a period limited in time. The exercise period 
varies according to the reason for leaving the Group.

The principal changes in the stock subscription option and bonus 
share plans occurring during the year are as follows:

2007 2006

Options Bonus shares Total Options Bonus shares Total
Outstanding at the beginning of the year prior 
to reverse share split 25,695,334 8,799,350 34,494,684 26,640,063 - 26,640,063
Outstanding at the beginning of the year after 
reverse share split 2,141,278 733,279 2,874,557 - - -
Adjustment for reverse share split 931 506 1,437 - - -
Granted - 923,360 923,360 - 9,306,250 9,306,250
Cancelled (50,689) (28,494) (79,183) (944,729) (506,900) (1,451,629)
Exercised (18,984) - (18,984) - - -
Outstanding at the yearend 2,072,536 1,628,651 3,701,187 25,695,334 8,799,350 34,494,684

22.1 Share capital increase reserved for employees
In 2007, Rhodia has not issued any shares to employees.

Description of the offers proposed in 2006
Group employees, in addition to those taking retirement or early 
retirement in France, were able to subscribe to a reserved capital 
increase in the first half of 2006 through two options:

the standard offer: Subscription through a bridge fund to Rhodia 
shares at a discount (15%) compared to the benchmark price 
(determined on June 16 as the average opening Rhodia share 
price on the Paris stock market for the twenty trading days 
prior to June 16 and therefore set at €1.59 prior to reverse 
share split);

the leverage offer: Subscription via the Group’s Saving Plans to a 
number of Rhodia shares entitling the holder, upon expiry of the 
5-year holding period, to benefit from the best return between 
a yearly 2% personal contribution bonus and a multiple of 9.2 
or 8.7 times, depending on the country (10.2 times for Group 
employees in Germany), the average increase in the Rhodia 
shares subscribed to with the personal contribution calculated 
in relation to the subscription price.

m

m

22.2 Stock subscription options and bonus shares

Stock subscription option plan in force
During 2006 and 2007, the Board of Directors did not grant any 
new stock option plans.

Options granted under the 2004 plans are exercisable over an 
eight-year period, with a holding period of four years for French 
tax residents and three years for foreign tax residents as from the 
grant date by the Board of Directors.

Options granted as part of the B 2004 plan are definitely vested, as 
the performance criteria to which the plan was subject were met 
at the 2006 year-end.

Options granted under the 2001, 2002 and 2003 plans are exercisable 
over a twelve-year period, with a holding period of four years for 
French tax residents and three years for foreign tax residents as 
from the grant date by the Board of Directors.

Options issued under the 1998, 1999 and 2000 plans are exercisable 
over a ten-year period, with a holding period of five years for French 
tax residents and three years for foreign tax residents as from the 
grant date by the Board of Directors.
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Main changes in the stock subscription option plans outstanding at December 31, 2007:

2007 2006

Options

Weighted average 
exercise price 

(in euros ) Options

Weighted average 
exercise price 

(in euros )
Options outstanding at the beginning of the period (1) 2,141,278 61.34 2,220,005 60.91
Adjustment for reverse share split 931 - - -
Options forfeited (2) (50,689) 59.88 (78,727) 49.24
Options exercised (18 984) 23,28 - -
Options outstanding at the end of the period 2,072,536 61.73 2,141,278 61.34
(1) Options outstanding at the beginning of the period correspond to the number of options after the one-for-twelve reverse share split.

(2) Stock subscription options forfeited during the year.

The weighted-average remaining contractual life of the stock subscription options outstanding as of December 31, 2007 is 4 years versus 
5.1 years in 2006.

As of December 31, 2007, of all plans granted by the Rhodia Board of Directors, 18,984 options (after reverse share split) have been exercised, 
of which 11,947 on the 2003 plan, 6,242 on the A 2004 plan and 795 on the B 2004 plan.

Main features of the stock option plans outstanding at December 31, 2007:

The options figures presented in the table below are presented after the 2007 one-for-twelve reverse share split.
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Stock subscription 
option plan

1998 
Plan

1999/1 
Plan

1999/2 
Plan

2000/1 
Plan

2000/2 
Plan

2001
 Plan

2002
 Plan

2003
 Plan

2004 A 
Plan

2004 B 
Plan

Date of shareholders’ 
meeting approval 05/13/1998 05/13/1998 05/13/1998 05/13/1998 04/18/2000 04/18/2000 04/18/2000 05/21/2002 05/21/2002 05/21/2002

Date of grant as 
approved by the Board 
of Directors 06/24/1998 02/23/1999 02/23/1999 03/30/2000 09/27/2000 03/16/2001 03/20/2002 05/28/2003 06/17/2004 06/17/2004

Exercise period (a)
7 years from 

06/24/01
7 years from 

02/23/02
7 years from 

03/01/02
7 years from 

03/30/03
7 years from 

09/27/03
9 years from 

03/16/04
9 years from 

03/20/05
9 years from 

05/28/06
5 years from 

06/17/07
5 years from 

06/17/07

Original options granted 133,333 131,667 100,000 175,000 12,500 215,022 166,667 109,412 225,125 114,375
Of which granted to the 
Board of Directors and 
Executive Committee (b) 6,667 7,792 5,000 17,250 - 19,750 14,837 8,542 29,500 46,250
Original exercise price 
(in  euros ) 256.08 180.00 180.00 205.68 195.12 188.40 144.8 (f) 66.00 (f) 18.00 18.00
Maximum term (years) 10 10 10 10 10 12 12 12 8 8
Weighted-average 
remaining contractual 
life at December 31, 
2007 (years) remaining 
contractual life at 
December 31, 2007 
(years) 0.5 1.2 1.2 2.2 - 5.2 6.2 7.4 4.5 4.5
Adjusted exercise price (c) 108.96 76.56 76.56 87.48 - 80.16 61.44 (f) 28.08 (f) 15.12 15.12
Weighted average 
exercise price 108.96 76.56 76.56 87.48 - 80.16 62.76 31.44 15.12 15.12
Weighted average 
exercise price of 
exercisable options 108.96 76.56 76.56 87.48 - 80.16 62.76 31.44 15.12 15.12
Options outstanding at 
December 31, 2006 3,301 267,301 199,088 333,729 - 417,412 339,022 232,385 225,293 123,748
Adjustment for reverse 
share split (d) 3 66 101 95 176 172 133 144 41
Options forfeited 
between January 1 and 
December 31, 2007 (686) (4,309) (2,940) (5,628) - (9,576) (12,970) (9,913) (2,780) (1,886)
Options exercised 
between January 1 and 
December 31, 2007 - - - - - - - (11,947) (6,242) (795)
Options outstanding at 
December 31, 2007 2,618 263,058 196,249 328,195 - 408,012 326,224 210,658 216,415 121,107
Of which granted to the 
Board of Directors and 
Executive Committee (e) - 12,828 7,345 35,642 - 40,537 30,167 11,066 31,918 50,336
Options exercisable at 
December 31, 2007 2,618 263,058 196,249 328,195 - 408,012 326,224 210,658 216,415 121,107
Of which granted to the 
Board of Directors and 
Executive Committee (e) - 12,828 7,345 35,642 - 40,537 30,167 11,066 31,918 50,336
Number of beneficiaries 
at December 31, 2007 10 279 276 382 - 572 402 417 254 69
(a) Without taking into account the tax holding period for tax residents in France of 4 years as from 2001 and 5 years previously.

(b) As made up on the stock subscription option grant date.

(c) After the capital increases which took place on May 7, 2004 and December 20, 2005, the Board of Directors adjusted the exercise price and the number of options 

outstanding in accordance with the French Commercial Code and applicable regulations to stock option plans.

(d) The adjustment represents the fractional shares resulting from the reverse share split.

(e) Actual data.

(f) As a result of a personal commitment, Mr. Tirouflet accepted that the exercise price of his options be set at €15 (after the 2004 and 2005 adjustments, this price 

was reduced to €6.38 before the reverse share split or €76.56 after the reverse share split).
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Bonus share plan
Under the 2005 French Finance Act, French companies are entitled 
to grant bonus shares to their executives and employees as from 
January 1, 2005.

2007 A and B plans
In accordance with the resolutions adopted by the Extraordinary 
General Meeting of June 23, 2005, the Board of Directors approved 
on January 15, 2007 the terms and conditions governing two bonus 
shares allotment plans subject to performance criteria and the 
vesting and holding periods.

The terms and conditions of these plans are as follows:

Plan A Plan B
Number of shares 4,129,500 (before reverse share split) * 4,129,500 (before reverse share split) *
Number of beneficiaries 448 448
Grant date January 15, 2007 January 15, 2007
Vesting date At the close of January 15, 2009 At the close of January 15, 2009
Holding period Minimum at the close of January 17, 2011 Minimum at the close of January 17, 2011

Performance criteria

Net debt/recurring EBITDA ratio as resulting 
from the consolidated financial statements of 
the Company as of December 31, 2007 below 

or equal to 2.2.

Recurring EBITDA margin exceeding the 
average margin of a panel of competitors for 

the period ended December 31, 2007
Validation of vesting conditions Board of Directors Board of Directors
* i.e.: 344,125 shares after reverse share split.

Under both the above plans, 2,020,000 bonus shares (168,334 shares 
after reverse share split) have been granted to key Group 
executives.

As the performance criteria of both plans were met at the 2007 
year-end, shares are definitely vested, subject to the continued 
employment provisions mentioned above.

2007 “2+2” and “4+0” plans
In accordance with the 16th resolution adopted by the Combined 
General Meeting of May 3, 2007, the Board of Directors’ meeting of 
July 30, 2007 approved the terms and conditions governing two other 
bonus shares allotment plans which provides for different vesting and 
holding periods (more particularly with regard local legal and fiscal 
constraints) and are not subject to performance criteria.

The terms and conditions of these plans are as follows:

“Plan 2 + 2” “Plan 4 + 0”
Number of shares 92,355 142,755
Number of beneficiaries 6,157 9,517
Grant date July 30, 2007 July 30, 2007
Vesting date July 31, 2009 July 31, 2011
Holding period Minimum July 31, 2011 -
Validation of vesting conditions Board of Directors Board of Directors

2006 A and B plans
In accordance with the resolutions adopted by the Extraordinary 
General Meeting of June 23, 2005, the Board of Directors approved 
on January 13, 2006 the terms and conditions governing two bonus 

shares allotment plans subject to performance criteria and vesting 
and holding periods.

The performance criteria to which the 2006 A and B plans were 
subject were met at the 2006 year-end.
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Major changes in the bonus shares allotment plans outstanding at December 31, 2007:

The number of bonus shares shown in the table below is presented after conversion of the one-for-twelve shares resulting from the 2007 
reverse share split.

Bonus shares allotment plan
2006 

A Plan (d)
2006

 B Plan
2007

 A Plan (e)
2007

 B Plan (e)
2007 

“2+2” Plan
2007 

“4+0” Plan
Date of shareholders’ meeting approval 06/23/2005 06/23/2005 06/23/2005 06/23/2005 05/03/2007 05/03/2007
Date of grant as approved by the Board of 
Directors 01/13/2006 01/13/2006 01/15/2007 01/15/2007 07/30/2007 07/30/2007
Vesting date 01/14/2008 01/14/2008 01/16/2009 01/16/2009 07/31/2009 07/31/2011
Original bonus shares granted 387,760 387,760 344,308 344,308 92,355 142,755
Of which granted to the Board of Directors 
and  Executive Committee (a) 83,917 83,917 84,167 84,167 90 -

Period of non-transferability

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period

2 years, after 
the vesting 

period -
Number of bonus shares outstanding 
at  December  31, 2006 366,640 366,640 - - - -
Bonus shares granted between January 1 
and  December 31, 2007 (b) 70 70 344,308 344,308 92,355 142,755
Bonus shares forfeited between January 1 
and  December 31, 2007 (7,397) (7,397) (4,818) (4,818) (660) (3,405)
Number of bonus shares outstanding 
at  December  31, 2007 359,313 359,313 339,490 339,490 91,695 139,350
Of which granted to the Board of Directors 
and  Executive Committee (c) 73,917 73,917 74,167 74,167 75 -
Number of recipients at December 31, 2007 303 303 438 438 6,113 9,290
(a) As made up on the grant date.

(b) Including the (506) fractional shares resulting from the reverse share split.

(c) Actual data.

(d) The performance criteria were met as of December 31, 2006.

(e) The performance criteria were met as of December 31, 2007.

NOTE 23 Subsequent E vents

o n January 15, 2008, Rhodia proceeded to a capital increase 
relating to the bonus share plan of 2006 for €8,617,512; 

o n March  17, 2008, the Board of Directors approved a new bonus 
share plan for 342 participants (2 x 511,980 shares) subject to the 
conditions governing Rhodia’s performance and the continued 
employment of the participants; 

m

m

o n March 19, 2008, Rhodia is entered into exclusive negotiations 
for the sale of its Isocyanates businesses to the Swedish Perstorp 
group. These activities are essentially based in Pont-de-Claix 
(France) and Freeport (USA). The finalization of this divestment 
project should take place over the next few months.

m
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NOTE 24 Subsidiaries and N on-C onsolidated I nvestments

(in millions of euros)
Share 

capital

Shareholders’ 
equity 

(exclusive of 
net income 
for the year % held

Gross 
carrying 
amount

Net 
carrying 
amount

Loans 
granted 

by the 
Company 

not yet 
repaid

Amount of 
guarantees 

given 
by the 

Company

Previous 
year 

revenue 
exclusive 

of tax

Net profit 
or loss of 
previous 

year

Dividends 
received 

by the 
Company 

during the 
previous 

year

(a) (b) (c) (d)

French subsidiaries
Rhodia Participations 110 112 100.00% 110 110 701 - - 12 -
Rhodianyl 605 615 100.00% 615 615 442 - - (59) -
Rhodia Finance 252 253 99.98% 252 252 - - - 5 5
Rhodia Chimie 29 175 100.00% 84 - - - 7 1 -
TOTAL FRENCH 
SUBSIDIARIES 1,061 977 1,143 - 7 -41 5
Foreign subsidiaries (d)

Rhodia Holding INC 768 USD 126 89.02% 425 425 - - - 1
Rhodia de Mexico SA 
de CV 283 MXN (6) 100.00% 25 - 5 - 18 (1)
Rhodia Silica Koréa 
Co Ltd

12,989 
KRW 14 100.00% 9 9 - - 47 (1)

Rhodia Holding Ltd 306 GBP (107) 100.00% 929 - 543 - - (45)
Sopargest 20 CHF 15 99.99% 74 18 - - - 1 33
Rhodia Ibéria 16 EUR 16 100.00% 115 70 - - 70 7
Rhodia Polyamides Co 
Ltd

24,629 
KRW 36 59.40% 24 24 32 - 277 4 2

Rhodia Brasil LTDA 313 BRL 93 100.00% 410 291 - - 33 1
Rhodia China Co LTD 405 CNY 36 100.00% 43 38 - - 10 -
Rhodia Deutschland 8 EUR 182 100.00% 677 256 273 - - (10)
Other companies more 
than 50% held 13 10 1 94 8 5
TOTAL FOREIGN 
SUBSIDIARIES 2,744 1,141 854 - 549 (35) 40
Total subsidiaries 
more than 50% held 3,805 2,118 1,997 - 556 (76) 45
Subsidiaries 50% held 
or less
French subsidiaries 4 1 - - 508 (20) -
Foreign subsidiaries 3 1 - - 330 1 1
Total subsidiaries 
50% or less 7 2 - - 838 (19) 1
Total non-
consolidated 
investments 3,812 2,120 1,997 - 1,394 (95) 46
(a) The currency translation rate used for foreign companies is that prevailing at the end of December 2007.

(b) The currency translation rate used for foreign companies is the cumulative average rate from January 1 through December 31, 2007.

(c) For foreign companies, revenues exclusive of services and ancillary revenues.

(d) Share capital in (millions of) local currency. Shareholders equity, revenue and net income are derived from the statutory accounts estimated to date.
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20.3.3 PORTFOLIO OF NON-CONSOLIDATED INVESTMENTS AND MARKETABLE SECURITIES 

20.3.3.1 NON-CONSOLIDATED INVESTMENTS 

Subsidiaries Number of Shares % capital
Value at

31/12/2007

(in millions of euros)

French subsidiaries
Rhodia Participations 7,348,699 100.00% 110
Rhodianyl 40,357,499 100.00% 615
Rhodia Finance 16,797,466 99.98% 252
Rhodia Chimie 28,836,752 100.00% -
TOTAL FRENCH SUBSIDIARIES 977
Foreign subsidiaries
Rhodia Holding INC 1,540 89.02% 425
Rhodia de Mexico S.A. de CV 283,053,127 100.00% -
Rhodia Silica Koréa Co Ltd 2,597,810 100.00% 9
Rhodia Holding Ltd 306,000,000 100.00% -
Sopargest 19,997 99.99% 18
Rhodia Ibéria 2,609,690 100.00% 70
Rhodia Polyamides Co Ltd 2,925,780 59.40% 24
Rhodia Brasil LTDA 369,823 100.00% 291
Rhodia China Co LTD 49,000 100.00% 38
Rhodia Deutschland 7,721 100.00% 256
Other companies held at more than 50% 10
TOTAL FOREIGN SUBSIDIARIES 1,141
TOTAL SUBSIDIARIES HELD AT MORE THAN 50% 2,118
Subsidiaries held at 50% and less
French subsidiaries 1
Foreign subsidiaries 1
Total subsidiaries held at 50% and less 2
Total non-consolidated investments 2,120

20.3.3.2 MARKETABLE SECURITIES 

Mutual Funds Number held
Unit value
(in euros)

Value at
 31/12/2007

BMTN
Société Générale BMTN TR 52 567 167,867 95
Société Générale BMTN TR 57 320 164,188 53
Société Générale BMTN TR 67 33 183,552 6
Société Générale BMTN TR 80 60 245,821 15
Société Générale BMTN TR 82 203 204,584 41
Total BMTN 210
Total Marketable Securities 210
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 20.3.4 COMPANY FIVE YEAR FINANCIAL SUMMARY 
(Articles R. 225-83 and R. 225-102 of the Commercial Code)   

PERIOD END DATE 31/12/2007 31/12/2006 31/12/2005 31/12/2004 31/12/2003

12 months 12 months 12 months 12 months 12 months
Capital at year-end
Share capital (in thousands of euros) 1,204,414 1,204,186 1,176,717 627,582 179,309
Number of shares

ordinary (1) 100,367,831 1,204,186,174 1,176,716,541 627,582,158 179,309,188
priority dividend

Maximum number of shares
by conversion of bonds
by subscription right

Results of o perations (in thousands of euros)
Net sales excluding tax 1,197 595 12,702 7,807 9,481
Profit before tax, investments, depreciation, amortization 
and provisions 140,102 326,577 (400,485) (332,444) (890,489)
Income tax (including net gain under the tax consolidation 
group regime) 71,149 24,356 13,476 24,004 15,806
Participation of employees
Depreciation, amortization and provisions (165,803) (132,426) (288,899) 44,560 (1,233,818)
Net profit for the year 45,447 218,507 (675,908) (263,880) (2,108,501)
Distributed profit 25,092 0 0 0 0
Earnings per share (in euros)
Earnings per share after tax and investments and before 
depreciation, amortization and provisions 2.10 0.29 - 0.33 - 0.49 - 4.88
Earnings per share after tax, investments, depreciation, 
amortization and provisions 0.45 0.18 - 0.57 - 0.42 - 11.76
Dividends (3) 0.25 0
Employees
Average number of employees 7 8 24 25 27
Payroll (in thousands of euros) (2) 3,413 4,921 12,204 20,467 5,763
Employee benefits (social security) (in thousands of euros) (2) 1,633 1,166 3,423 5,067 2,045
(1) Recapitulation of successive issuances of ordinary shares 

forming the capital 27,469,633 549,134, 383 448,272,970

 Reverse share split (number of shares) (1,103,818,343)

 Capital increase with access to capital with preferential 

subscription rights 549,134 448,273

 Increase reserved for employees (in thousands of euros) 228 27,470

(2) Including severance payments and post-employment benefits

(3) Upon proposal of the general shareholders’ meeting of May 16, 2008
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 20.3.5  C OMPANY F INANCIAL S ITUATION 
AND P ROFITS

20.3.5.1  FINANCIAL S ITUATION AND 
A NNUAL F INANCIAL S TATEMENTS

During the period, Rhodia S.A. continued its activities as Group 
holding company, including:

 management of its portfolio of holdings, and;

 centralization of the Group financial management and cash 
position, including management of its exposure to market 
risks.

The annual financial statements for the year ended December 31, 
2007 showed net profits of € 45 million and a total balance sheet 
of € 6,309 million.

These financial statements were prepared in accordance with 
accounting rules and principles applicable in France.

Significant events during the year ended December 31, 2007 
included:

 ongoing refinancing activities aimed at reducing the cost of the 
Group’s financial resources and involving in 2007, as in 2006, 
the item for extraordinary expenses in the income statement 
that were charged  to the subsidiaries;

 free allocation of shares to certain categories of employees 
subject to performance and presence in January 2007, and free 
allocation of shares without performance conditions to 15,674 
Group employees in July 2007.  This transaction does not impact 
financial statements based on French accounting standards.

20.3.5.2 PRINCIPAL B ALANCE S HEET 
C HANGES

20.3.5.2.1 Fixed assets
 t he item “Investments” showed a decline in gross value of € (7) 
million, corresponding primarily to the internal sale of Rhodia 
Nederland to Rhodia International Holding BV; 

 d epreciation of € 86 million includes the following: Rhodia Iberia 
by € (44) million, Rhodia Brazil Ltda. by € (3) million, Sopargest 
by € (33) million, and Rhodia China Co. Ltd. by € (5) million. 
Depreciation for Rhodia Iberia results from losses of the subsidiary 
primarily following the sale of its phosphates operations and 
from the losses of value of receivables owed by the Nylstar 
group, whose principal subsidiaries declared a termination of 
payments in July 2007. Depreciation corresponding to Sopargest 
resulted from a decrease in shareholders’ equity, which has no 
operating activities , following the payment of an extraordinary 
dividend in 2007; 

m

m

m

m

m
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 p rovision reversals essentially correspond to Rhodia Nederland 
in the amount of € 6 million, following its sale to Rhodia 
International Holding BV and Rhodia Deutschland Gmbh for 
€ 90 million, specifically due to the increase in value of its share 
in the operating subsidiary Rhodia Acetow Gmbh; 

 p rovisions and reversals are determined based on the useful value 
of equity instruments, for which there is no recent independent 
evaluation, estimated at the close, as indicated in the Company's 
financial statements, taking into consideration, on the one hand, 
the portion of shareholders’ equity held and, on the other hand, 
the Company's value determined based on market multiples 
applied to “recurring EBITDA,” net debt or future consolidated 
cash flow.

The portion of shareholders’ equity held is determined by using 
the accounting principles applied by Rhodia in preparing its 
consolidated financial statements.

“Recurring EBITDA” is defined as operating profit or loss prior 
to depreciation and impairment, restructuring costs and other 
operating income and expenses.

The weighting between the portion of shareholders equity and 
the net business value of debt is evaluated as a function of the 
specific situation of each subsidiary and its business outlook 
and its projected  profitability;

 t he item “Receivables from holdings” had a net decline of € 534 
million, representing the change in loans granted to Group 
subsidiaries.

20.3.5.2.2 Current assets
Current assets, as a whole, declined by € 70 million. This overall 
decline resulted from the following principal changes:

 the item “Receivables” increased by € 79 million, from € 107 
million as of December 31, 2006, to € 186 million as of December 
31, 2007, primarily due to increased invoicing to Group entities 
of expenses related to refinancing activities, representing € 89 
million as of December 31, 2007, and current accounts relative 
to tax integration of € 71 million; 

 t he item “Cash advances to subsidiaries” declined by € 150 
million, from € 543 million as of December 31, 2006, to € 393 
million as of December 31, 2007, consisting of advances made 
by Rhodia to its subsidiaries within the framework of the Group’s 
centralized cash management; 

 the item “Investment securities” increased by € 35 million as 
of December 31, 2007, with investment securities consisting of 
€ 210 million in negotiable, medium-term bonds; 

 a s of December 31, 2007, the book value of these investments 
was close to their liquidation  value.

m
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m
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 20.3.5.2.3 Adjustment accounts
The item “Expenses to be distributed” totaled € 9 million as of 
December 31, 2007, corresponding to expenses from the issuance 
of loans remaining to be distributed.

The decline in this item in 2007 resulted primarily from the 
depreciation in 2007 of € 23 million through early redemptions of 
bonds maturing in 2010 and 2011.

20.3.5.2.4 Shareholders’ equity
Shareholders’ equity increased from € 1,369 million as of December 
31, 2006, to € 1,414 million, or by € 45 million, as a result of earnings 
for the year.

Pursuant to the decision of the general shareholders’ meeting, 
earnings for the year ended December 31, 2006, or € 219 million, 
were allocated, on the one hand, to cover the loss carried forward 
totaling € 120 million, and to legal reserves in the amount of 
€ 5 million, with the balance of € 94 million allocated to other 
reserves.

20.3.5.2.5 Provisions
Provisions for contingencies and expenses totaled € 354 million 
as of December 31, 2007, an increase of € 178 million compared 
to the previous year. This increase is primarily attributable to the 
following allocations:

 a s of December 31, 2007, the revaluation of credits and debts 
denominated in foreign currencies and foreign exchange 
derivatives yielded, on the one hand, a net underlying loss of 
€ 93 million, subject to provisions in the financial statements. 
This underlying loss was primarily related to depreciation of the 
pound sterling against the euro; 

 €75 million to provisions for subsidiary risk  hedging to cover 
the negative shareholders’ equity of certain subsidiaries. 
These allocations are attributable up to € 61 million to Rhodia 
Holding Ltd. (United Kingdom) due to the losses during the 
period (restructuring costs, re-invoicing of financing charges 
by Rhodia) and the diminution in value of the shareholding 
due to disposals  or termination of activity during the preceding 
years;  

 €3 million in net allocations for reversals of the retirement 
provision; 

 €7 million in net allocations for the risk provisions, including 
risks related to guarantees given in favor of subsidiaries sold 
or their purchasers (€ 12 million), financial risk (redemption 
premium) linked to the bond issued in 2007 (€ 7 million). 

20.3.5.2.6 Debt
“Loans and debts to credit establishments” decreased by € 276 
million, corresponding primarily to the following:

 the accelerated repurchase of “High Yield” bonds maturing in 
2010, totaling $415 million in February 2007, for $3 million and 

m
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€ 97 million in June 2007, and finally, the redemption of the 
senior subordinated “High Yield” 8.875% dollar-denominated 
bonds, and the senior subordinated “High Yield” 9.25% euro-
denominated bonds, both maturing in 2011, for $302 million 
and € 235 million, respectively; 

 the issuance on April 27, 2007 of bond s with option of conversion 
and/or exchange to new or existing shares (OCEANEs) in the 
nominal amount of € 595 million, maturing January 1, 2014, 
and bearing interest at an annual rate of 0.5%. The issuance 
price totaled € 48.1 per bond; 

 “Other loans and financial debts” decreased by € 491 
million, corresponding to the net change in loans to Group 
companies; 

 “Other debts” remained stable compared to 2006, and included 
cash advances from Group subsidiaries within the framework 
of centralized cash management.

20.3.5.2.7 Adjustment accounts
Adjustment accounts reflected a decrease in unrealized foreign 
exchange gains (€ 11 million as of December 31, 2007, compared 
to € 63 million as of December 31, 2006), primarily representing 
the fall of the latent exchange profits due to the depreciation of 
the pound sterling compared to the euro.

20.3.5.3  CALCULATION OF I NCOME
Net book income in 2007 totaled € 45 million, compared to € 219 
million in 2006.

20.3.5.3.1 Financial income
Financial income, totaling € (1) million, specifically included:

 net sales net of interest on the financing activity of Group 
subsidiaries, totaling € 83 million;

 dividends received from holdings, totaling € 46 million;

 reversals of provisions from holdings totaling € 5 million, and 
€ (75) million in net provisions for subsidiary risks;

 a net foreign exchange gain of € 2 million; and

 other financial changes totaling € (62) million.

This item specifically includes:

 amortization of issuance expenses for bonds in 2003 and 2004 
in the net amount of € (23) million, primarily consisting of 
exceptional  payments related to their repurchase;

 penalties related to the repurchase of 2003 and 2004 bonds for 
the net amount of € (8) million, € 72 million having been passed 
on to borrowing entities of the Group in 2007;

 net non-recurring revenue of € 23 million, with € 34 million 
corresponding to a supplemental rebilling of 2006 refinancing 

m
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expenses to subsidiaries, and € (11) million corresponding to 
an extraordinary amortization of the corresponding expenses 
to be distributed;

 the shares of the loss of the SNC Rhodianyl and earnings from 
the SNC Rhodia participations, totaling € (47) million (see Note 
14 relative to the corporate financial statements in chapter 
20.3.2.3 of this document).

 20.3.5.3.2 Operating profit/(loss)
Operating loss, which totaled € (18) million, specifically included:

 personnel expenses of € (5) million, excluding retirements;

 net retirement expenses and similar commitments totaling € (3) 
million;

 a subsidy received within the framework of the Group’s industrial 
investments in South Korea; and

 other operating expenses totaling € (14) million, including € (9) 
million corresponding to services billed by related companies in 
2007, compared to € (19) million in 2006.

 20.3.5.3.3 Extraordinary income/(loss)
Extraordinary loss totaled € (7) million and resulted primarily from 
the charge on the divestment of holdings corresponding to exercise 
of the guarantees granted by Rhodia to the acquirer of Rhodia 

m
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Industrial Yarns (industrial threads and fibers operations in Europe), 
sold in 2006.

20.3.5.3.4 Income tax
Revenue from the income tax on earnings of € 71 million for the 
year ended 2007 corresponded primarily to the tax consolidation 
gain.

20.3.5.4 CASH F LOW
Cash declined by € (10) million to a 194 million as of December 31, 
2007. This change resulted from:

 cash from operating activities, or € 108 million;

 cash from investment activities, or € 573 million; and

 cash from financing activities, or € (691) million.

m

m
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20.4 Verification of the Annual Historical Information

20.4.1 REPORT OF THE STATUTORY AUDITORS
See  the reports of the S tatutory A uditors on the consolidated financial statements and the corporate financial statements for the year 
ended December 31, 2007, found respectively in chapters 20.3.1.1 and 20.3.2.1 of the present reference document.

20.4.2 OTHER INFORMATION V ERIFIED BY THE S TATUTORY AUDITORS
See  the report and certification of the S tatutory A uditors on the aspects of health, environment and safety found in chapter 5.4 of the 
present reference document.

 20.5 Date of the Last Financial Information

Not applicable.

20.6 Interim  and Other Financial Information

Not applicable.

m

m
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20.3.6  A LLOCATION OF I NCOME IN 2007
At the general shareholders’ meeting to allocate earnings for the year ended December 31, 2007, the following proposals will be made:

Origin  ( in euros)

Profit for the year 45, 446, 921. 30
To allocate as follows:  
Legal reserves (5% of the profit for the year) 2, 272, 346. 07
Dividends* 25, 091, 957. 75
Balance of Other Reserves 18, 082, 61 7. 48
* This amount will be adjusted depending on the number of outstanding non-consolidated shares on the date of dividend distributions.  
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20.7 Dividend Distribution Policy

Over the course of the last five  years, net paid dividends, taxes pre-paid to the tax authorities (tax credits) and overall income  have been 
in the following amounts:

Y ear corresponding to the dividend payment
Net dividend per share 

(in euros)
Taxes prepaid to the 

authorities (tax credit) Overall income  (in euros)
2002 0.12 0.06 0.18
2003 0 0 0
2004 0 0 0
2005 0 0 0
2006 0 0 0

The B oard of D irectors has suggested payment of a dividend of € 0.25 per ordinary share if the Rhodia’s 2007 financial results allow such 
a payment. The decision to make a dividend payment and the suggested amount will be submitted to shareholder approval during the 
annual shareholders’ meeting (see chapter 20.3.6 for the information about the distribution of profits for 2007).

Rhodia foresees that its dividends will either remain the same or increase in upcoming years to the extent allowed by its future financial 
performance.

 Dividends which are not claimed within five years of their distribution revert to the French government.

20.8 Legal Proceedings

See  Note 31 to the consolidated financial statements.

20.9 Significant Changes and Trends 

See i nformation found in chapter 5.1.5 and Note 34  to the consolidated financial statements related to  events after the closing in chapter 
20.3.1.3 above      .

m

m

m



Reference Document 2007 - RHODIA 2007 223

21
Additional Information

21.1 Share Capitalm
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21.1.1 SHARE CAPITAL AT 
DECEMBER 31, 2007 – REVERSE 
 SHARE SPLIT OF RHODIA SHARES

At December 31, 2007, following the Company’s reverse share split, 
Rhodia’s capital stock amounted to one billion two hundred four 
million four hundred thirteen thousand nine hundred seventy 
two (1,204,413,972) euros, divided into one hundred million three 
hundred sixty seven thousand eight hundred thirty one shares 
(100,367,831) with the nominal value of twelve (12) euros per 
share, fully paid and of the same class .

A t December 31, 2006, Rhodia’s share capital increased to one 
billion two hundred four million one hundred eighty six thousand 

one hundred seventy four (1,204,186,174) euros and was divided 
into one billion two hundred four million one hundred eighty six 
thousand one hundred seventy four (1,204,186,174) ordinary shares 
with the nominal value of one (1) euro per share.

The reverse share split took place on June 12, 2007. On that 
date, it was decided to consolidate one billion two hundred four 
million two hundred thirty one thousand nine hundred ninety two 
(1,204,231,992) shares with the nominal value of one (1) euro per 
share into one hundred million three hundred fifty two thousand 
six hundred sixty six new shares (100,352,666) with the nominal 
value of twelve (12) euros per share ( or one new share with the 
nominal value of twelve (12) euros for twelve (12) old shares with 
the nominal value of one (1) euro).
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At December 31, 2007, the number of post-reverse split  shares 
with a nominal value of €12 per share which were not delivered 
to shareholders was 323,096. 

The shareholders have two years from the time of the reverse share 
split, or until June 12, 2009, to claim their post-reverse split  shares. 
During this two-year period and in accordance with Article 18 of 
the Company’s bylaws, every pre-reverse split  share will provide its 
holder with the right to one (1) voting right and every post-reverse 
split  share to twelve (12) voting rights, such that the number of 
voting rights attached to the shares of the Company is proportional 
to the part of the capital that they represent.

By default, post-reverse split  shares not reclaimed by their holders 
will be sold in the market and the net proceeds of the sale will 
be held on behalf of such holders for 10 years in a blocked bank 
account at BNP Paribas Securities Services. At the expiry of the 
10 year period, the outstanding sums due to such holders will be 
transferred to the Caisse des Dépôts et Consignations (the Deposit 
and Consignment Office) and will remain at the holders’ disposal 
subject to the thirty-year statute of limitations period, after which 
the sums revert to the Republic of France. 

 In addition, and for the remainder, the change in the share capital 
between December 31, 2006 and December 31, 2007 was due to 
the exercises of stock options during 2007.

The historical development of the share capital is found in chapter 
21.1.7 below.

21.1.2 SECURITIES  NOT R EPRESENTING 
CAPITAL

Since the entry into force of Order 2004-604 of June 24, 2004 
introducing certain reforms in the securities sector, the new 
Article L. 228-40 of the Commercial Code provides that the Board 
of Directors has the authority to decide or authorize the issuance 
of bonds , except if the bylaws reserve this power to the general 
meeting of shareholders or if the latter decides to exercise this 
power. Because t he Company’s  bylaws do not grant  this power to the 
shareholders, the Board of Directors has the authority to issue bonds . 
It will not have to demand new authorizations for the issuance of 
bonds during  future general meetings of shareholders.

Rhodia did not issue any bonds  in 2007.

Detailed information of different prior or existing loans is found 
in chapter 10.3 above .

21.1.3 THE COMPANY’S ACQUISITION 
OF ITS O WN SHARES

SPECIAL R EPORT ON THE P URCHASE 
BY THE COMPANY OF ITS O WN S HARES 
IN 2007
In conformity with Article L. 225-209, second paragraph of the 
Commercial Code, we inform you that in 2007, your Board of 
Directors did not authorize any program for the purchase by the 
Company of its own shares.

Number of the Company’s shares 
owned  by  the  Company
Rhodia does not own any of its own shares as of today.

Existing authorization
The combined annual shareholders’ meeting on May 3, 2007, 
authorized the Board of Directors for the period of 18 months 
from the date of the meeting, to purchase or make the Company 
purchase its shares:

limited to the number of shares representing 10% of the authorized 
capital at the time of purchase, that is December 31,  2007, a 
maximum number of 10,036,783 consolidated shares (noting 
that the maximum number of shares held after these purchases 
could not exceed 10% of the share capital);

for the maximum purchase price of €60 per share (after taking 
into account the reverse share split ).

Such purchase must have for its objective one of the following: (i) 
the Company’s participation in the reverse share split , (ii) allotment 
of shares to the employees or officers of the Company and/or 
companies or groups related to it, in the context of option plans for 
subscription to or purchase of shares or free allocation  of shares, (iii) 
delivery of shares at the time of the exercise of rights attached to 
securities giving access to the capital, (iv) conservation or delivery 
subsequent to the exchange or payment within the framework of 
possible transactions for external growth, (v) ensuring liquidity and 
animating  the market for  the Company’s shares by an investment 
service provider within the framework of a liquidity agreement , 
and (vi) allocation with any other objective conforming to the 
regulations in force and to the market  practice .

This authorization put an end to the authorization given by the 
combined annual shareholders’ meeting on June 23, 2005.

To date, the authorization for purchase of shares has not been 
used; consequently, no report  by the Company to the Autorité des 
marchés financiers has been made (such information having to be 
transmitted in case of purchase, sale, transfer or cancellation of 
the Company’s shares by the Company).

m
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This authorization will expire in November 2008. A new authorization on this subject will be submitted to the vote of the general meeting 
of shareholders scheduled to take place on May 16, 2008 (upon second notice of meeting ).

21.1.4 AUTHORIZATIONS AND  USE 

SUMMARY TABLE OF CURRENT AUTHORIZATIONS:

Transactions 
Maximum nominal 
amount of issuance Use (date)

The duration of the 
authorization (and 

expiration)
P urchase of the Company’s shares, General Shareholders’ Meeting 
05/03/07 – 7th Resolution

10 % of the capital 
Purchase p rice : ≤ 60 € no 18 month (11/08)

Capital increase, all types of stock with shareholders’ 
preferential subscription rights, General Shareholders’ Meeting 
05/03/07 – 10th  Resolution

In capital =
€600 million 

In loan = 
€800 million no 26 months (07/09)

Capital increase reserved for participants in a Company savings plan , 
General Shareholders’ Meeting 05/03/07 – 14th Resolution

€50 million, 
nominal  value (*) no 26 months (07/09)

Capital increase reserved to a category of beneficiaries , General 
Shareholders’ Meeting 05/03/07 – 15th Resolution

€50 million, 
nominal   value(*) no 18 months (11/08)

Free allocation  of shares to employees and managers (Article L. 225-197-1 
and following  of the Commercial Code), General Shareholders’ Meeting 
05/03/07 – 16th Resolution

2 % of the capital 
(at the date of the 

allotment(s))

235,110 allotted 
shares (07/07)  (**) 

1,023,960 allotted 
shares (03/08)  (***) 26 months (07/09)

Allotment of options for subscription to or purchase of shares 
(Article L. 225-177 and following   of the Commercial Code), General 
Shareholders’ Meeting 05/03/07 – 17th Resolution

1 % of the capital 
(at the date of the 

allotment(s)) no 26 months (07/09)
(*) The two delegations with respect to capital increase for the benefit of employees are subject to the total limit of €50 million nominal value.

(**) Of which 92,355 as part of the “2+2” plan and 142,755 as part of the second plan known as “4+0” in the framework of a global plan for the free allocation  

of  shares to 15,674 employees  (for a detailed description of these allotments, see   chapter 17.2.3 on the “Free allocations of shares ”, above  )

(***) As part of the plans for  free allocations  of shares authorized by the Board of Directors at the session held on February 27, 2008 (for a detailed description of  these 

allotments, see  chapter 17.2.3 on the “Free allocations of shares ”, above ).
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SUMMARY TABLE OF AUTHORIZATIONS EXPIRED DURING THE YEAR:

Transactions 
Maximum Nominal 
Amount of Issuance Use (date) Expiration Date

Capital Increase, all types of stock with shareholders’ 
preferential subscription rights, General Shareholders’ Meeting 
06/23/05 – 17th Resolution

In capital = €1 billion (*) 
In loan = €1 billion (*)

€549,134,383 (**) 

(12/05) May 2007
Capital Increase, all types of stock without shareholders’ 
preferential subscription rights, General Shareholders’ Meeting 
06/23/05 – 18th Resolution

In capital = €1 billion (*) 

In loan = €1 billion (*)
€595,124,994.10 (***) 

(04/07) August 2007

Increase of the number of shares to be issued in the event  of 
oversubscription , General Shareholders’ Meeting 06/23/05 –  
19th Resolution

Limited to (i) 15 % of 
the initial issuance 

and (ii) the cap in the 
delegation used*

€595,124,994.10 (***) 

(04/07) August 2007

Free allocations  of shares to the employees and managers (Article L. 225-
197-1 and following . of the Commercial Code), General Shareholders’ 
Meeting 06/23/05 – 20th Resolution

1,5 % of the capital 
(at the date of the 

decision of the Board of 
Directors)

9,306,250 allotted 
shares 

(01/06) (****) 

8,259,000 allotted 
shares (01/07) (*****) May 2007

Capital increase reserved for participants in a Company savings plan , 
General Shareholders’ Meeting 06/23/05 –  22nd Resolution €30 million

€27,469,633 

(06/06) (******) May 2007
(*) The three delegations with respect to the capital increase with o r without shareholders’ preferential subscription rights and the increase of the number of shares 

to be issued in case of additional demands will be subject to the global limit (in capital = €1 billion (*)/ in loan = €1 billion).

(**) Issuance in December 2005 of 549,134,383 new shares, €1 nominal value, representing a capital increase of €604,047,821 (with an issue premium of 

€54,913,438).

(***) Issuance on April 27, 2007 of bonds convertible and/or exchangeable for new or existing shares (OCEANEs) for the nominal amount of €595,124,994.10, 

expiring on January 1, 2014 and bearing interest at the annual rate of 0.5%.

(****) Of which, 4,653,125 shares under Plan A and 4,653,125 shares under Plan B (the conditions for execution have been met – see  chapter 17.2.3 on the 

“Free allocations of shares ”, above ).

(*****)  Of which, 4,129,500 shares under Plan A and 4,129,500 shares under Plan B, these allotments being subject to the economic performance of the Company 

(for  a detailed description of these allotments, see  chapter 17.2.3 on “Free allocations of shares ”, above ).

(******)  Issuance in June 2006 of 27,469,633 new shares, €1 nominal value, representing a capital increase of €37,237,767 (with an issue premium of €9,768,134) 

as  well as 215,193 share warrants.

A uthorizations that will be proposed for  vote at  the general meeting of shareholders scheduled for May 16, 2008 (upon second notice of 
meeting ) are presented in the following table:

Transactions 
Maximum Nominal 
Amount of Issuance

The duration 
of  the  authorization 

(and expiration)

Repurchase of shares – Resolution 12
10 % of the capital 

Purchase price: ≤ 45 € 18 months (11/09)
Capital reduction of the stated capital by cancelling treasury stock - Resolution 13 10% of the capital 24 months (11/09)
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21.1.5 SHARES, S ECURITIES GIVING 
A CCESS TO C APITAL, O PTIONS 
FOR S UBSCRIPTION TO S HARES 
AND F REE A LLOCATIONS 
OF S HARES 

21.1.5.1 RECAPITULATION OF THE E XISTING 
A UTHORIZATIONS

Authorization to increase capital by issuance 
of  ordinary shares and/or of all types of securities 
giving immediate or future access to  capital  
     with  preferential subscription rights
The combined annual shareholders’ meeting on May 3, 2007, 
delegated to the Board of Directors for a period of 26 months the 
power to decide to increase  capital, one or several times, in the 
amount and at the time it decides appropriate, by issuing    shares 
of the Company as well as all types of securities giving immediate 
or future access to  capital, with preferential subscription rights  
 setting €600 million as the maximum nominal amount for the 
issue of shares and debt €800 million as the maximum nominal 
amount for the issue of securities .

This delegation put an end to the authorization related to the 
issuance of shares and securities giving access to the capital with 
preferential subscription rights that was granted by the general 
meeting of June 23, 2005.

Authorization to increase capital by issuance 
 of shares and/or securities giving immediate 
or future access to  the  capital   issued by 
the  Company reserved for participants 
in a Company savings plan 
The general shareholders’ meeting held on May 3, 2007 authorized 
the Board of Directors to issue shares and/or securities giving access 
to the capital issued by the Company:

reserved to  employees participating in one of the Company’s  
savings plan, for a maximum nominal amount of €50 million. 
This authorization to issue is valid for a period of 26 months 
and put an end to that conferred by the general meeting of 
shareholders on June 23, 2005 in the 22nd Resolution;

reserved to a category of beneficiaries (employees and officers 
of the companies of the Rhodia Group situated outside of France 
and/or  the mutual funds  for    employee shareholders of Rhodia), for 
the maximum nominal amount of €50 million. This authorization 
for issuance is valid for  18 months.

An overall limit of  €50 million was set as the  maximum nominal 
amount of capital increases that can be made  pursuant to these 
two delegations.

m

m

Authorization to make free allocations of  shares 
for the benefit of certain officers  and employees 
of the Group or certain categories among them
The general shareholders’ meeting held on May 3, 2007, authorized 
the Board of Directors to make free allotments of existing or newly 
issued shares by the Company limited to the equivalent of 2% of 
the capital at the date of the decision.

The beneficiaries of allotments could be the employees of the 
Company and companies and economic interest groups that are 
related to the Company within the meaning of  Article L. 225-197-2 
of the Commercial Code as well as certain officers.

The authorization provides that the allotment of shares to their 
beneficiaries can only be end of: 

a vesting period  of two  years, the minimal duration of the 
obligation of conservation of shares (holding period) by the 
beneficiaries running from the time of  the delivery  of shares 
being also set for two  years; or

a vesting period with a minimal duration of four years, the period 
of conservation (holding period) can be thus eliminated. 

It should be clarified that the Board of Directors could provide for 
vesting and holding periods longer than these minimal periods. 

The authorization provides that the free allocations  of shares 
must further be accompanied by certain conditions of economic 
performance, except for a limited number of shares representing 
a  maximum nominal value of €3 million.

This authorization is valid for a period of 26 months and put an 
end to the one conferred by the general meeting of shareholders 
of June 23, 2005.

Detailed information concerning different plans for the  free 
allocations of shares currently available in Rhodia is found in 
chapter 17.2, above .

Allotment of options for subscription 
to  or  purchase of shares
The general shareholders’ meeting of May 3, 2007, authorized the 
Board of Directors to approve, within the limit equivalent to 1% 
of the capital at the date of the decision, one or several times, 
options giving right to  subscription of   new shares in  the Company 
or purchase of existing shares in  the Company related to the 
repurchases made by the Company.

The beneficiaries will be the employees, or some of them, of the 
Company and companies or economic interest groups that are related 
to it directly or indirectly within the meaning of  Article L. 225-180 
of the Commercial Code as well as certain officers.

This authorization is valid for  26 months.

m

m
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Detailed information on the option plans for subscription to shares 
currently available in Rhodia is found in chapter 17.2, above .

21.1.5.2 TRANSACTIONS C ARRIED OUT 
IN 2007

a) Free allocations of shares to certain officers 
and employees of the Group – January 2007 

For a detailed description of these allotments, see chapter 17.2.3, 
“Free allocations of shares”, above.

 b) Global plan for free allocations of shares 
to employees of the Group – July 2007 

For a detailed description of these allotments, see chapter 17.2.3, 
“Free allocations of shares”, above. 

c) Capital increase with the suppression 
of preferential subscription rights of 
shareholders by issuance of bonds convertible 
and/or exchangeable for new or existing 
shares (OCEANEs)  

(i) Description
On April 27, 2007, the Company issued 12,372,661 bonds with the 
option to be converted and/or exchanged into new or existing 
shares (OCEANEs, the “Bonds”) for the nominal amount of 
€595,124,994.10, with the following characteristics:

nominal value:  €48.10  per bond;

issue Premium: 42% above the reference price of the Rhodia 
share;

maturity: January 1, 2014;

allotment Ratio: one  OCEANE gives right to the allotment of 
one consolidated share;

interest: the annual rate is equal to 0.5% of the nominal value 
payable in arrears on January 1st of each year.

This issuance of OCEANEs was completed pursuant to the 
authorizations by the combined annual shareholders’ meeting of 
June 23, 2005 (twenty eighth and twenty ninth resolutions).

(ii) Additional report of the board of directors 
relating to the capital increase with suppression of 
preferential subscription rights of the shareholders 
by the issuance of bonds convertible and/or 
exchangeable for new or existing shares (OCEANEs)

The transaction described below was the subject of the Note 
d’opération (public offering circular) with a visa attributed by the 
Autorité des marchés financiers  under number 07-127 and dated 
April 19, 2007. The present report established in conformity with 
Articles R. 225-115 and following  of the Commercial Code describes 
the definitive terms of the transaction and provides background 

m

m

m

m

m

information on the results  of the transaction on  Rhodia’s shareholders 
(hereinafter “Company”). This report is being currently developed.

1) Authorizations and decisions
The general meeting of the shareholders of the Company, assembled 
as the combined annual shareholders’ meeting on June 23, 2005 
adopted the following resolutions:

in its twenty eighth resolution, related to the quorum and 
majority conditions required for the general extraordinary 
meeting, after having taken note of the report of the Board of 
Directors and the special report of the auditors, in conformity 
with the terms of Articles L. 225-129-2, L. 225-135, L. 225-136 
and L. 228-92 of the Commercial Code, the shareholders:

delegated to the Board of Directors, for a  period of 26 months, 
the power to decide capital increases, on one or more occasions , 
in the amount and at the time it finds appropriate, by issuing 
shares of the Company as well as all other types of securities 
giving immediate or future access to the Company ’s capital, 

decided that the total amount of capital increases likely to be 
immediately realized and/or for the period under this delegation 
could not be more than €1 billion, the amount to which is 
added, if necessary, an additional amount of shares to be issued 
to preserve, in conformity with law, the rights of the holders of 
the securities giving rights to  shares,

decided that in case of an issuance of debt securities giving access 
to the Company’s shares, that may  be issued under the above-
mentioned delegation, the maximum nominal amount of all the 
debt securities cannot exceed €1 billion, or the exchange value 
of this amount in case the issuance is in a different currency or 
in any other monetary unit established by reference to several 
currencies, at the date of the issuance. This amount does not 
include redemption premiums eventually agreed upon,

decided to suppress the preferential subscription rights of the 
shareholders to securities issued under the present delegation,   
and 

conferred all powers to the Board of Directors, with the power 
to subdelegate, under the conditions set by law and the bylaws, 
to implement the present delegation and, notably, to set the 
conditions for the issuance, record any realized capital increases, 
modify corresponding provisions of the bylaws, accomplish the 
required formalities and generally do everything necessary to 
achieve its task.

In its nineteenth resolution, laying out the conditions of quorum 
and majority requirements for the general extraordinary meetings 
of shareholders, after having taken  notice of the report of the Board 
of Directors and the special report of the Auditors, in conformity 
with the terms of Article L. 225-135-1 of the Commercial Code, the 
general shareholders’ meeting authorized the Board of Directors for 
a period  of 26 months to decide for each issue of shares determined 
by the application of the seventeenth and eighteenth resolutions, 
that the number of shares to be issued can be increased during 

m

−
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the 30 day period following the closure of the subscription by the 
B oard, with the power to subdelegate, when that will constitute 
an additional demand, within the limit of 15% of the initial 
issuance.

On April 12, 2007, the Board of Directors, pursuant to the delegation 
of power and the above-mentioned authorization:

decided to increase the capital of the Company by way of public 
issue, by issuing the bonds convertible and/or exchangeable for 
new or existing shares (OCEANEs), with the suppression of the 
preferential subscription right of the shareholders:

within the limit of the nominal value of a maximum loan for 
€450 million (or its exchange-value in foreign currencies or 
other monetary units) before the possible use of the clauses of 
flexibility ( extension clause for 15% and the over-allotment 
option equal to 15%),

within the limit of a maximum  nominal value of €170 million, 
by the issuance of up to a maximum of €170 million new shares, 
with the nominal value of €1 per share,  resulting from the 
conversion of OCEANEs.

acknowledged , when necessary, that the above-mentioned 
delegation, by law and for the benefit of the holders of the 
securities giving access to the Company’s capital, results in the 
renunciation of the shareholders’ preferential subscription right 
for shares for which these transferable securities give right; 

decided, in conformity with the terms of Article L. 225-129-4 
of the Commercial Code as well as based on the authorization 
by the above-mentioned general shareholders’ meeting in the 
eighteenth resolution, to subdelegate to the Chief Executive 
Officer , for the period up to December 31,  2007, inclusive, 
the powers necessary to implement and to realize this capital 
increase by the issue of OCEANEs.

On April 19, 2007, as a result, and making use of the delegation that 
was granted to him by the Board of Directors, the Chief Executive 
Officer :

decided to issue, with the suppression of the preferential 
subscription rights of shareholders, 10,758,836 shares convertible 
and/or exchangeable for new or existing shares of the Company, 
corresponding to the following characteristics:

nominal value: €48,10, resulting in, after taking into account 
the allotment ratio of 12 shares for 1 OCEANE, a 42% issue 
premium over the Rhodia share reference price, of €2,8228. This 
reference price is equal to the volume-weighted average price of 
the Rhodia share on the Eurolist market of Euronext Paris since 
the launch of the stock market session on April 19, 2007 until 
the time the final terms of the OCEANEs are determined,

maturity : January 1, 2014,

m
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m

m
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allotment Ratio: 1 OCEANE gives right to the allotment of 
12 shares,

interest: the OCEANEs will carry interest at the annual rate of 
0.5% of the nominal  value, or  €0.24050 for each OCEANE, 
payable in arrears on January 1st of each year. For the period 
from April 27, 2007 to December 31, 2007, inclusive, the 
payment for the interest is due on January 1, 2008, calculated 
prorata temporis,

public Subscription Period: from April 20, 2007 to April 24, 2007 
inclusive;

among other aspects and conditions set out in the note 
d’opération, setting forth notably the conditions of normal 
amortization, early amortization upon Rhodia’s decision, early 
redemption in favor of the holders of OCEANEs in case of a 
change in control, in cases of early payability; 

authorized, when necessary, the increase of the number of OCEANEs 
to be issued, in case of additional demands, until April 25, 2007 
(inclusive), within the limit of 15% of the initial issue.

Finally, on April 25, 2007, the Chief Executive Officer  :

o bserved that the nominal amount of the loan Rhodia 0.5% 2007-
2014, represented by 10,758,836 OCEANEs with the nominal unit 
value of €48.10, was increased from €77,624,982.50 by the 
issue of 1,613,825 additional OCEANEs, with the nominal unit 
value of €48.10 following the full exercise of the over-allotment 
option granted by Rhodia to the Global Coordinators, Managers, 
and Joint Bookrunners, the total nominal amount of the loan 
is thus €595,124,994.10, represented by 12,372,661 OCEANEs 
with the nominal unit value of €48.10; 

declared that the settlement and delivery will take place on 
April 27, 2007.

2) Definitive terms of the transaction
The definitive principal terms of the transaction are the following:

Number of OCEANEs issued and the nominal amount of the 
issuance
The loan is a total nominal amount of €517,500,011.60 represented 
by 10,758,836 OCEANEs. In addition, the over-allotment option was 
fully exercised by the Global Coordinators, Joint Lead Managers, 
and Joint Bookrunners, bringing the final amount of the issuance of 
OCEANEs to €595,124,994.10 million, corresponding to 12,372,661 
OCEANEs.

Nominal value of each OCEANE
The nominal value of each OCEANE is set at €48.10, resulting, after 
taking into account the allotment ratio of 12 shares for one bond, 
in a 42% issue premium above the Rhodia share reference price, 
or  €2.8228. This reference price is equal to the volume-weighted 

−

−

−
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average price of the Rhodia share on the Eurolist market of Euronext 
Paris since the launch of the stock market session on April 19, 2007 
until the time the final terms of the OCEANEs are determined.

Absence of the preferential subscription rights
The shareholders of the Company renounced their preferential 
subscription rights.

There is no priority subscription period.

Intention of principal shareholders
No shareholder informed the Company about its intention to 
subscribe to the issuance.

Placing of bonds
The OCEANEs are issued firstly for private placing intended 
exclusively for  qualified investors in France and the institutional 
investors outside of France, excluding the United States of America, 
Canada, Australia, and Japan, as announced by the Company in  a 
press release dated  April 19, 2007.

This private placement was carried out, once the final terms of the 
issuance had been set at the end of the process known as book-
building and the visa had been granted by the Autorité des marchés 
financiers for the prospectus, of the public offer in France only.

The issuance did not include a specific portion intended for a 
specific market.

Subscription of the public
The subscription was opened to the public on April 20, 2007 until 
April 24, 2007, inclusive.

Establishments responsible for placing
A banking syndicate led by CALYON, Credit Suisse Securities (Europe) 
Limited et Société Générale was responsible for the placement of 
the OCEANEs.

Underwriting
The placing and the subscription of the issuance were underwritten 
by a banking syndicate led by CALYON, Credit Suisse Securities 
(Europe) Limited et Société Générale, which can be terminated up to 
(and including) the date of settlement and delivery of the OCEANEs 
upon the occurrence of certain events that could jeopardize the 
success of the issuance.

Issue price
€48.10 per Bond.

Date of settlement–Date of issuance
April 27, 2007.

Interest
The OCEANEs will bear an interest at the annual rate of 0.5% per 
Bond, equal to €0.24050, payable in arrears on January 1st of each 
year. For the current period from April 27, 2007 until December 31, 

2007, inclusive, an amount of interest calculated prorata temporis 
will be paid on January 1, 2008.

Term of bonds
6 years and 249 days.

Normal redemption
The OCEANEs will be redeemed in full on January 1, 2014 by a 
repayment of at the price of €54.46, or  113.22% of the nominal 
value of the OCEANEs.

Early redemption at the option of the Company
The Company will be able to carry out early redemption OCEANEs, 
at any moment, under the following conditions:

without limitation on price or quantity, for all or a portion of 
the outstanding OCEANEs, by purchasing on or off the market 
or by way of public offers; 

at any time, starting on April 27, 2009, and until the maturity 
date of the OCEANEs at the Early Redemption Price, plus interest 
accrued since the last date of interest payments preceding 
the date of early redemption and up to the date of actual 
redemption, subject to a 30-day notice in accordance with the 
following conditions: (i) from April 27, 2009 to April 27,  2011 
(inclusive), if the mathematical average, calculated for a period 
of 15 consecutive stock-exchange trading days during which 
the share is quoted, chosen by the Company from among 
the 30  consecutive stock exchange trading days prior to the 
publication of the notice announcing the early redemption, of 
the products of the first quoted price of the share multiplied by 
the share allotment ratio in force as at that date, exceeds 170% 
of the Early Redemption Price and (ii) from April 28, 2011 until 
the maturity date of the Bonds, if the mathematical average, 
calculated for a period of 15 consecutive stock-exchange trading 
days during which the share is quoted, chosen by the Company 
from among the 30 consecutive stock exchange trading days 
prior to the publication of the notice announcing the early 
redemption, of the product of the first quoted price of the share 
multiplied by the share allotment ratio in force as at that date, 
exceeds 135% of the Early Redemption Price; 

for the totality of the outstanding OCEANEs at the Early Redemption 
Price, subject to the requirement of a 30-day notice if their number 
is less than 15% of the number of the issued OCEANEs.

Early redemption at the option of the holders of OCEANEs 
in  the  event of a change of control
In the event of a change of control of the Company (the term 
control having the meaning as defined by Article L. 233-3 of the 
Commercial Code), any holder of OCEANEs may request the early 
redemption of all or part of OCEANEs, at the Early Redemption 
Price, during the period of 10 business days expiring at the latest 
40  business days following the notification of the change of control, 
plus interest accrued since the last date of interest payments (at 
issuance date of the Bonds as the case may be) preceding the date 
of early redemption and up to the date of actual redemption.

m

m

m
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Case of early payability/default
The general shareholder’s meeting of the holders of OCEANEs 
may render the totally of OCEANEs due and payable at the Early 
Redemption Price, plus interest accrued since the last date of 
interest payments (at issuance date of the Bonds as the case may 
be) preceding the date of the early redemption until the date of the 
actual redemption, upon the occurrence of certain events (default 
of payment, failure to respect the terms related to OCEANEs, cross 
default, early enforceability of other financial debts, insolvency 
proceedings, de-listing of shares of the Company from a regulated 
market).

Gross annual interest return
2.35% on the date of the issue of OCEANEs (in the absence of the 
exercise of the right to the allotment of shares and in the absence 
of early redemption by repurchase or exchange).

Type of credit
The OCEANEs and the interest thereon constitute an unsecured debt, 
direct, general, unconditional, unsubordinated and not supported 
by the Company’s guaranty, of the same rank as any other unsecured 
debts and guarantees (subject to those benefiting from a legal 
preference), present or future, of the Company.

Rating of the loan
The loan was assigned, on April 19, 2007, a “B” rating from Standard 
and Poor and “B1” from Moody’s.

Allotment of new and/or existing shares
The holders of OCEANEs will have, at any moment until the seventh 
business day preceding the date of the normal redemption, which 
is December 20, 2013, or, if need be, the date of early redemption, 
the right for the allotment of new and/or existing Rhodia shares 
(hereinafter the “Share Allotment Right”) that will be fully paid-
up and/or settled through repayment of the underlying debt, 
subject to the provisions of the paragraph “Payment for f ractional 
s hares” below.

Rhodia will be able to, upon its decision, to delivery new shares to 
be issued or existing shares or a combination of the two.

The seventeenth resolution proposed to vote of the combined 
annual shareholders’ meeting scheduled for May 3, 2007, 
authorized the Board of Directors to acquire the shares of Rhodia 
within the limit of 10% of the number of shares constituting its 
capital. This authorization will be valid, if it is adopted, during the 
period of 18  months from the date of the meeting. On the date 
of the signing of the note d’opération, Rhodia will not own any 
of its new shares.

Suspension of the Share Allotment Right – In the event of a capital 
increase or the issue of new bonds or securities giving access to the 
capital, merger or splitting or other financial transactions involving 
a preferential subscription right or reserving a priority right for the 
benefit of Rhodia’s shareholders, the Company reserves the right to 
suspend the exercise of the Share Allotment Right for a period that 

cannot exceed three months or any other period set by an applicable 
regulation; this power cannot be, however, used in any case to 
deprive the holders of OCEANEs called for redemption of the Right 
to the Allotment of Share and the benefit of the period provided 
for in the paragraph “Period of the E xercise and the Allotment of 
Shares Rate” below.

In this case, the decision to suspend the exercise of the Share 
Allotment Right will be published as an opinion in the Bulletin 
of legal notices. This opinion will be published at least seven days 
before the date of entry into force of the suspension; it will mention 
the date of entry into force of the suspension and the date on which 
it will end. This information will also be the subject of a notice in 
a financial newspaper nationally distributed and of a notice of 
Euronext Paris.

The Period of Exercise of the Allotment of Shares Rate – The holders of 
OCEANEs could exercise their Share Allotment Right at any moment 
from the date of the issue of OCEANEs until the 7th business day that 
precedes the date of redemption, or December 20, 2013, at the rate 
of 12 shares of Rhodia, nominal value of €1 per bond (hereinafter 
designated as the “Allotment of Shares Rate”).

In case of approval by the combined annual shareholders’ meeting 
of the Company convened on May 3, 2007 of the 19th Resolution 
related to the reverse share split  of the Company’s shares, the 
Allotment of Shares Rate will be one share for one Bond, subject to 
final adjustments.

For the OCEANEs redeemed at the expiration date or early, the 
Share Allotment Right will end at the end of the 7th business day 
that precedes the date of redemption.

The holders of OCEANEs must demand the exercise of the Share 
Allotment Right through an intermediary with which it had its bonds 
registered. The establishment responsible for the financial services 
(hereinafter the “Financial Agent”), will ensure the centralization 
of the transactions.

Any request for the exercise of the Share Allotment Right addressed 
to the Financial Agent in its capacity as the centralizer during 
one calendar month (a “Period of Exercise”) will take effect at the 
earliest of the following two dates (the “Date of Exercise”): (a) the 
last business day of the aforementioned calendar month and; (b) 
the seventh business day, which precedes the date set for normal 
or early redemption.

To be considered received on a business day, the corresponding 
demand must reach the Financial Agent at the latest at 5PM of the 
said day. Any request received after 5PM will be deemed received 
on the following business day.

For the OCEANEs with the same Date of Exercise, Rhodia can upon 
its decision chose between the conversion of the OCEANEs into 
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new shares, exchange of the OCEANEs for existing shares, and the 
delivery of a combination of new shares and the existing shares.

All holders of the OCEANEs having the same Date of Exercise will 
be treated in the same way and will have their shares, if need be, 
converted and/or exchanged in the same proportion, subject to 
possible rounding off.

The holders of the OCEANEs will obtain the delivery of the shares 
allotted by Rhodia on the seventh business day following the Date 
of Exercise.

Rights of the holders of the OCEANEs to the interest on OCEANEs 
and to dividends on the delivered shares – In the event of exercise 
of the Share Allotment Right, no interest will be paid to the holders 
of the OCEANEs for the period between the last Date of Payment 
of Interest preceding the Date of Exercise and the date of the 
delivery of shares.

The rights attached to new shares issued following a conversion 
or rights attached to existing delivered following an exchange are 
defined in the paragraph “Shares given at the time of the exercise 
of the Share Allotment Right” below.

Payment for fractional shares
Any holder of the OCEANEs exercising its Share Allotment Right 
will be able to obtain a number of shares equal to the product of 
the Allotment of Shares Rate in force multiplied by the number 
of OCEANEs whose exercise it demanded through the Share 
Allotment Right.

When the number of shares thus calculated is not a whole number, 
the holder of OCEANEs will be able to require the delivery of: (i)  either 
a whole number of shares immediately lower, in which case, it will 
be paid in cash a sum equal to the product of the fractional value 
of the share multiplied by the value of the share, equal to the first 
listed price at the stock market session preceding the day of the 
exercise of the Share Allotment Right; (ii) or the number of shares 
immediately higher, subject to the condition that the holder will pay 
Rhodia a sum equal to the value of the fractional share additionally 
received, calculated based on the formula in (i).

In case where the holder of the Bond does not specify either of 
the options; it will be given a whole number of shares of Rhodia 
immediately inferior plus a complement in cash such as described 
above for the fractional share.

Shares given at the time of the exercise 
of  the  share  allotment  right
The new shares issued on conversion will be subject to all the 
provisions of the bylaws and their enjoyment will start on the 
first day of the year of the date of exercise of the share allotment 

right. They will have the right, during the abovementioned year 
and the subsequent years, to the same dividend per share, at the 
same nominal value, that can be distributed on any other shares of 
the same value. They will be, consequently, entirely comparable to 
such shares in terms of payment of dividends for the preceding year 
or, in the absence of dividends distribution, following the general 
annual meeting on the accounts for that year. The existing shares 
delivered following an exchange of the Bonds will be the ordinary 
existing shares, currently giving rights that will be conferred to 
their holders, from the time of their delivery, all the rights attached 
to the shares, taking into account, in case where a detachment 
of the dividend takes place between the Date of Exercise and the 
date of the delivery of shares, the holders of the OCEANEs will not 
have the right to those dividends and will not have the right to any 
indemnity for this reason.

Other than the right to vote granted by law, every ordinary share 
will give a right to the quotity proportional to the number and 
the nominal value of the existing ordinary shares, and profits or 
proceeds after liquidation.

These shares will be additionally subject to all provisions of the 
bylaws.

The dividends will be forfeited for the benefit of the State following 
the five year statues of limitations.

Applicable law
French law.

Establishment responsible for the financial service
The centralization of the financial services for the bonds (payment 
of interest, payment for the redeemed stock, centralization of the 
requests for conversion and exchange, etc.) as well as the service 
for the shares will be ensured by General Société.

Clearing of the OCEANEs
Application has been made to obtain the admission of the OCEANEs 
to the operations of Euroclear France (ISIN code FR0010464487), 
Euroclear Bank S.A./N.V. et Clearstream Banking, a French limited 
liability company (société anonyme).

Listing of the OCEANEs
Application has been made to request the admission of the OCEANEs 
to trading on the Eurolist market of Euronext Paris from their date 
of issuance.

Listing of Shares
The shares of Rhodia (code ISIN FR0000120131) are admitted 
to trading on Eurolist of Euronext Paris. The new shares issued 
following the conversion of the OCEANEs will be subject to the 
request of regular admission on the same market.
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3) Impact of a conversion or exchange on the position 
of the shareholders’ or holders of the securities giving 
access to the capital

W ere all issued OCEANEs  to be converted  into new shares of Rhodia, 
the impact of this conversion on the ownership of 1% of the share 
capital of the Company at December 31, 2006 (or 12,041,861 shares 

out of the total 1,204,186,174 shares of the Company on that date), 
that is, prior to the issue of the OCEANEs and not subscribing to 
this would be as follows: 

Holding of the shareholders in % of the 
number of shares of the share capital

Without exercise of 
the over-allotment 

option

After exercise of 
the over-allotment 

option
Prior to the issue of OCEANEs and prior to the exercise of all of the Dilutive Instruments (1) 1.000 1.000
Prior to the issue of the OCEANEs and after the exercise of all the of Dilutive Instruments (1) 0.972 0.972
After the issue and conversion of the OCEANEs and prior to the exercise of all of the Dilutive 
Instruments (1) 0.903 0.890
After the issue and conversion of the OCEANEs and after the exercise of all of the Dilutive Instruments  (1) 0.880 0.868
(1) After taking into account the exercise of all the options for subscription to shares, free allocations  of shares and equity warrants for shares such as described in 

sections 21.1.5.4 and 21.1.6 of the Reference document 2006.

To illustrate the impact of the issue of the OCEANEs and their conversion based on the quota of the consolidated stockholders’ equity at 
December 31, 2006 (date on which the share capital was 1,204,186,174 shares) for the holding of one Rhodia share does not subscribe 
to the issue of the OCEANEs will be as follows:

Quota of the stockholders’ equity 
(in euros)

Without exercise of 
the over-allotment 

option

After exercise of 
the over-allotment 

option
Prior to the issue of OCEANEs and prior to the exercise of all of the Dilutive Instruments (1) (0.54) (0.54)
Prior to the issue of the OCEANEs and after the exercise of all the of Dilutive Instruments (1) (0.42) (0.42)
After the issue and conversion of the OCEANEs and prior to the exercise of all of the Dilutive 
Instruments (1) (2) (0.10) (0.4)
After the issue and conversion of the OCEANEs and after the exercise of all of the Dilutive 
Instruments (1) (2) 0.00 0.05
(1) After taking into account the exercise of all the options for subscription of shares (exercisable or not),  the free allocations  of shares and the equity warrants 

for  shares such as described in sections 21.1.5.4 and 21.1.6 of the Reference document 2006.

(2) Prior to the impact of the vouchers to be paid during the life of the OCEANEs.

4) Theoretical impact on the actual stock market value 
of the share

The theoretic impact of the issue and conversion of the OCEANEs 
on the stock market value of Rhodia’s share is +4.66%.

It was calculated based on:

the price of €2.78 per share of Rhodia equal to the average 
 price for 20  trading days preceding April 19, 2007 (date of the 
launch of the issue of the OCEANEs), for the calculation of 
the capitalization on the stock market of Rhodia prior to the 
issue;

m

the issue of 12,372,661 OCEANEs, € 48.10 par value per share, 
likely to be converted into 148,471,932 shares of Rhodia 
(12  shares for every one OCEANE); and

net proceeds of the issue of €587.3 million.

m

m

In case of an exchange of all the OCEANEs into the existing shares of Rhodia, the shareholders’ position will not be affected.
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Number of Rhodia shares prior to the issue of OCEANEs 1,204,186,174
Price of Rhodia share prior to the issue of OCEANEs €2,78
Stock market value of Rhodia prior to the issue of OCEANEs €3,343,422,912.11
Number of OCEANEs issued 12,372,661
Rate of conversion of OCEANEs 12
Total number of Rhodia shares likely to be created by conversion of OCEANEs 148,471,932
Total number of shares of Rhodia after the issue and conversion of OCEANEs 1,352,658,106
Net proceeds of the issuance of OCEANEs 587,300,000
Theoretical Stock market value of Rhodia after the issue and conversion of OCEANEs €3,930,722,912.11
Theoretical value of the Rhodia share after the issue and conversion of OCEANEs €2.91
Theoretical impact of the issue and conversion of OCEANEs +4.66%

Courbevoie, May 3, 2007

Mr. Yves René Nanot Mr. Jean-Pierre Clamadieu
Chairman of the Board of Directors Chief Executive Officer  and Member of the Board

Rhodia Rhodia

(iii) Additional Statutory auditors’ report on the issuance of the securities giving access to the capital 
with  suppression  of  the  preferential subscription rights

 Dear Shareholders, 

In our capacity as auditors of your Company in accordance with the provisions of article R. 225-116 of the Commercial Code, we are 
presenting to you an additional report to our special report of May 12, 2005 concerning the issuance of the bonds with the option to be 
converted and/or exchanged into new ordinary or existing shares with the suppression of the preferential subscription right authorized by 
your general extraordinary meeting of the shareholders on June 23, 2005 pursuant to the resolutions 18 and 19.

This general extraordinary meeting delegated to the Board of Directors the power to decide such transaction within the period of 26  months 
for a total nominal amount of €1 billion, with the authority to increase the number of bonds to be issued in case of an additional 
demand.

Resorting to this authorization, your Board of Directors decided, during its session of April 12, 2007, to:

issue the bonds with the suppression of the preferential subscription rights with the option to be converted and/or exchanged into new 
ordinary or existing shares of Rhodia (OCEANEs);

for the nominal maximum amount of the debt of €450,000,000 with the clause for an increase by 15% and a further over-allotment 
option equal to 15%,

for the nominal maximum amount of new shares equal to €170,000,000 resulting from the conversion of OCEANEs, each with the 
nominal value of one euro; 

subdelegate to the Chief Executive Officer   all powers to carry out successfully this issuance.

Resorting to this subdelegation, your Chief Executive Officer  , on April 25, 2007, observed that the allotment option was fully exercised.

The principal characteristics of this transaction are as follows:

a total number of 12,372,661 OCEANEs have been issued with the nominal value of €48.10 per bond, equal to the loan amount of 
€595,124,994.10;

the issue price resulted, after taking into account the rate of allotment of 12 shares per 1 OCEANE, in an issue premium of 42% above 
the reference price of the Rhodia share, equal to €2.8228;

m

−

−

m

m

m
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the OCEANEs will bear interest at the annual rate of 0.5 % of the nominal value of the Bond, payable in arrears on January 1st of each 
year. The loan will be due on January 1, 2014, the ate on which the OCEANEs will be redeemed at the price of €54. 46, corresponding 
to the yield to maturity rate of 2.35%;

the Company will have the option for early redemption starting on April 27, 2009, at the Early Redemption Price, under certain conditions 
based on, among others, the stock market value of the Bond.

The Board of Directors can establish a report in conformity with articles R. 225-115 and R. 225-116 of the Commercial Code. It is our role 
to give you advice on the integrity of the information involving accounts, on the proposal to suppress the preferential subscription right 
and on certain other information concerning the issue given in that report.

We have performed our work in accordance with the professional standards applicable in France. These standards require verifying 
diligently:

the figures extracted from the consolidated financial statements at December 31, 2006 approved by the Board of Directors. These 
consolidated financial statements will be subject to audit under our care in accordance with the professional standards applicable in 
France;

the conformity of the methods of the transaction with the delegated power granted by the general meeting of shareholders and the 
integrity of the information given in the additional report of the Board of Directors on the choice of factors for the calculation of the 
price of issue and on the amount.

We do not have to make comments on the following:

the integrity of the figures taken from the financial statements and given in the additional report of the Board of Directors;

the conformity of the methods of the transaction with respect to the delegation granted by the general extraordinary meeting of 
June 23, 2005 and the corresponding guidelines;

the proposal to suppress the preferential subscription right of which you have been informed, the choice of the factors for the calculation 
of the price of the issuance of the bonds and its final amount;

the presentation of the consequences of the issuance on the position of the holders of these bonds and securities giving access to the 
capital evaluated by the report on the shareholders’ equity and on the stock market value of the share.

May 3, 2007

Neuilly-sur-Seine and Paris, La Défense

Auditors

PricewaterhouseCoopers Audit Salustro Reydel

Christian Perrier
Member of KPMG International

Dominique Stiegler

m

m

m
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21.1.5.3 SECURITIES GIVING ACCESS 
TO RHODIA’S CAPITAL 

a) Bonds with the option to be converted 
and/or exchanged into new or existing shares 
of the Company (OCEANEs)

At December 31, 2007, there were 12,372,661 outstanding 
OCEANEs.

Following the reverse share split  of the Company ’s shares and 
consecutive adjustments on the dilutive instruments of the 
Company, one  OCEANE gives the right to obtain one  share of the 
Company with the nominal value of €12.

The characteristics of the OCEANEs are described in chapter 
21.1.5.2  c), above.

b) Subscription Warrants 
At December 31, 2007, there were 215,193 outstanding subscription 
warrants .

Following the reverse share split   of the Company’s shares and 
consecutive adjustments on the dilutive instruments of the 
Company, 12 subscription warrants  give right to the subscription 
 of one post-reverse split  share with the nominal value of €12.

These subscription warrants  were issued within the context of 
the capital increase reserved to the employees and executed on 
June 30,  2006 and are attributed for the benefit of the employees of 
Rhodia’s subsidiaries located in Germany, in place of a subscription 
discount , in order to offer  them economic  equivalent to those 
of the employees of the subsidiaries located in other countries. 
These warrants are held by the Common Fund for Placement of 
the Enterprise “Zukunft 2006” (Fonds Commun de Placement 
d’Entreprise), the employees of Rhodia’s subsidiaries located in 
Germany having subscribed to this transaction for the reserved 
capital increase holding shares in this fund.

21.1.6 STOCK SUBSCRIPTION OPTIONS 
At December 31, 2007, the option s on the capital of the Company 
were as follows:

 OCEANEs (see chapter 21.1.5.2 c), above);

 option plans for the subscription to the shares described in 
chapter 17.2 above;  and

share warrant s (see chapter 21.1.5.3  b ), above).

In addition, the free allocations  of shares, such as the ones described 
in chapter 17.2 above, can result in the issuance of new shares.

m

m

m
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21.1.7 HISTORY OF THE CAPITAL

Date Amount of the Capital
Number of Shares 

(nominal value) Nature of the transaction 
Beginning 12/31/1999 €2,621,115,615.00 174,741,041 (€15)

09/2000 €2,689,637,820.00 179,309,188 (€15)

Capital increase reserved for  employees: issuance of 4,568,147 new 
shares with a  nominal value of €15 representing a capital increase of 

€68,522,205 (an issue premium of €1,644,532.92).

05/2002 €179,309,188 179,309,188 (€1)

Capital decrease for an amount of €2,510,328,632.00 by way of a decrease 
in  the nominal value of 179,309,188 shares from €15 to €1 (amount of 

the decrease registered  as “non-distributable issue premium”).

05/2004 €627,582,158 627,582,158 (€1)

Capital increase with a  preferential subscription right: issue of 
448,272,970  new shares with a  nominal value of €1 representing a capital 

increase of €448,272,970 (an issue premium of €22,413,648.50).

12/2005 €1,176,716,541 1,176,716,541 (€1)

Capital increase with a  preferential subscription right: issue of 
549,134,383 new shares with a  nominal value of €1 representing a capital 

increase of €549,134,383 (an issue premium of €54,913,438).

06/2006 €1,204,186,174 1,204,186,174 (€1)

Increase in capital reserved for employees: issue of 27,469,633 new shares 
with a nominal value of €1 representing a capital increase of €37,237,767 

(an issue premium of €9,768,133.55)

06/2007 €1,204,231,992 100,352,666 (€12)

1/Exercise of options for the subscription  of shares: capital increase 
of  €45,828  by  the issuance of 45,828 shares  with  a  nominal 

 value  of   €1  per  share. 
2/The reverse share split : an exchange of 12 shares with the nominal value 

of  €1 per share for one  share with a  nominal value of  €12.

12/2007 €1,204,413,972 100,367,831 (€12)

Exercise of options for the subscription  of shares:  a capital increase 
of  €181,980 by the issuance of 15,165 shares with a  nominal 

value  of  €12  per share.

01/2008 €1,213,031,484 101,085,957 (€12)

Plans A and B for the free allocations  of shares 2006: a capital increase 
with a  nominal amount of  €8,617,512 by the issuance of 718,126  new 

shares RHODIA with a  nominal value of  €12 per share .

21.1.8 MARKET FOR THE COMPANY’S 
FINANCIAL INSTRUMENTS  

 Rhodia’s  shares have been listed on Eurolist of Euronext 
(Compartment A) in Paris since June 25, 1998.

On  June 12, 2007, Rhodia consolidated its shares by way of an 
exchange of one new share with the nominal value of €12 for 12  old 
shares with the nominal value of €1 per share. From that date, the 
consolidated shares were transferred from the market Eurolist of 
Euronext to the market CVRMR (Compartment for  Shares Un-listed 
from the Regulated Markets), where they were negotiable during 
the period of six months, or until December 12, 2007, with the view 
of encouraging the negotiation of the “fractions” of the shares for 
the shareholders of Rhodia not having the necessary quantity for 
the reverse share split .

In addition, from June 25, 1998 to September 28, 2007, the shares 
of Rhodia were listed on the New York Stock Exchange  in New 
York as level three  American Depositary Receipts (ADR). Each 

ADR was representative of one American Depositary Share (ADS), 
representing itself a share of Rhodia. These ADRs were consolidated 
on June 12, 2007, one new ADR for 12 old ADRs.

On September 7, 2007, Rhodia notified the New York Stock 
Exchange  of its intention to delist  from the New York Stock 
Exchange  , the de-listing of the level three  ADRs having taken 
effect on September 28,  2007. On that same date, Rhodia initiated 
deregistration of all of its bonds that were registered with the 
Securities and Exchange Commission (SEC) by accomplishing 
the required formalities. This deregistration became effective on 
December 28, 2007.

Rhodia decided to maintain the listing of its shares in the United 
States in the form of level one  privately negotiable ADRs on the 
International OTCQX. Each ADR is representative of one American 
Depositary Share (ADS), representing itself a Rhodia share. Every 
holder of such ADRs can, at any time, either sell its ADRs  or convert 
them into Rhodia shares, which are the underlying shares, by settling 
the expenses of the conversion with the depository. In this latter 
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case, the ADR which represented the Rhodia S.A. share is cancelled. 
At December 31, 2007, there remained 2,713,254 outstanding ADRs, 
representing 2,7% of the Company’s capital.

IDENTIFICATION S HEET FOR RHODIA S.A. 
SHARE 
Code ISIN FR0010479956

Code Bloomberg: RHA FP

Code Reuters: RHA.PA

Share eligible for SRD (Service for Deferred Payment) : yes

Share eligible for PEA (Plan for savings of shares): yes

 IDENTIFICATION S HEET OF RHODIA S.A. ADR 
Ratio : One  ADR for one  share of Rhodia S.A.

Code ISIN : US7623972061

Code Bloomberg: RHAYY US

Code Reuters: RHAYY.PK

The tables below describe  the development in 2007 of the prices and 
volume of transactions in  shares of Rhodia S.A. listed on Eurolist 
of Euronext Paris and the ADRs of Rhodia S.A. listed on New York 
Stock Exchange until September 27, 2007 and on the International 
OTCQX from September 28, 2007.

Considering the reverse share split  of Rhodia’s shares and the 
ADRs  realized on June 12, 2007, the historical data up to date is 
as follows:

for the prices of the Rhodia S.A. share: reprocessing of the prices 
of the share pre-reverse split  (multiplication by 12) whose code 
ISIN was FR0000120131;

for the prices of ADR of Rhodia S.A.: reprocessing of the prices 
of ADR pre-reverse split   (multiplication by 12) whose code Cusip 
was 762397 107; and

reprocessing of the volumes of the exchanged shares (division by 
12) on Eurolist of Euronext and on New York Stock Exchange.

The historical date from June 12, 2007 represents the prices of 
consolidated shares and ADRs of Rhodia.

m

m

m

SHARES OF RHODIA S.A. LISTED ON EUROLIST OF EURONEXT PARIS

 Close Price Volumes of transactions (daily average)

(in euros) High Low Number of shares Amount of Capital
January 2007 34.80 31.08 1,636,696 53,545,737
February 2007 34.92 31.8 1,409,080 47,553,829
March 2007 33.24 30.36 1,888,312 60,461,965
April 2007 37.32 33.48 1,670,916 58,947,991
May 2007 37.92 35.76 1,319,004 48,214,731
June 2007 36.84 31.57 1,663,053 56,074,407
July 2007 35.71 32.90 996,885 34,235,684
August 2007 32.90 27.06 1,411,340 41,697,583
September 2007 30.83 25.26 1,474,837 39,905,667
October 2007 29.44 26.14 1,193,590 33,043,618
November 2007 28.73 23.22 1,759,551 45,251,986
December 2007 26.40 23.85 947,636 23,545,842
January 2008 26.83 17.47 1,569,949 32,433,694
February 2008 22.23 16.57 1,849,968 34,483,133
March 2008 (through March 28 ) 16.43 12.22 2,318,007 32,453,171
Source: Bloomberg 
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AMERICAN DEPOSITARY RECEIPTS (ADR) OF RHODIA S.A. LISTED ON THE NEW YORK STOCK EXCHANGE UNTIL SEPTEMBER 27, 
2007 AND THE INTERNATIONAL OTCQX FROM SEPTEMBER 28, 2007

 Close Price Volumes of transactions (daily average)

(in dollars) High Low Number of shares Amount of Capital
January 2007 45.24 39.24 17,782 455,791
February 2007 45.60 41.28 8,754 387,813
March 2007 43.92 39.12 9,361 394,750
April 2007 49.92 45.00 48,940 2,272,161
May 2007 51.36 48.12 18,595 914,282
June 2007 50.28 44.42 44,859 2,107,792
July 2007 50.36 46.07 28,538 1,381,927
August 2007 46.14 37.27 27,378 1,129,048
September 2007 42.44 35.88 21,781 381,880
October 2007 41.30 37.00 24,127 925,150
November 2007 42.15 33.95 6,670 245,994
December 2007 38.20 34.30 11,168 399,752
January 2008 39.65 26.50 10,364 328,258
February 2008 32.95 24.80 6,568 182,660
March 2008 (through March 28 ) 25.10 19.14 32,591 692,330
Source: Bloomberg 

21.2 Articles of Incorporation and Bylawsm

21.2.1 CORPORATE PURPOSE
Pursuant to Article 3 of the bylaws, the purpose of the Company, 
in France as well as abroad, is, either directly or indirectly:

to perform transactions in the fields of chemistry, fibers and 
polymers;

to research, develop, manufacture, transform, market and supply 
products and goods, and to license, acquire, and transfer all 
industrial and commercial property rights;

to make investments in any form whatsoever, in particular 
through the formation of new corporations, contributions, 
subscription, purchase of stock or interests in any business, 
groups or corporations relating directly or indirectly to the 
corporate purpose and, if appropriate, for any other purpose;

to issue any guarantee, first demand guarantees, surety bonds 
and other security interests in compliance with the provisions 
of current laws and regulations, in particular to any company 
or entity of the Group, in connection with their activities, as 

m

m

m

m

well as the financing or re-financing of their activities. The 
contracting of any loan and, in general, the use of any method of 
financing, in particular, by the issue or, where applicable, by the 
subscription of financial instruments, with a view to facilitating 
the financing or re-financing of the Company’s operations;

as well as, in general, all financial, commercial, industrial, civil, 
real property, personal property transactions or services that may 
be directly or indirectly related to one of the specified purposes 
or to any similar or related purpose or which is liable to further 
the development of the Company’s assets.

21.2.2 STATUTORY PROVISION RELATING 
TO THE BOARD OF DIRECTORS 
AND MANAGEMENT COMMITTEE 

Organization of the Board of Directors and  Management Committee 
is described in Articles 11 to 16 of the Company’s bylaws.

For further information, see  chapter 14.3, above.

m
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21.2.3 RIGHTS, PREFERENTIAL RIGHTS 
AND RESTRICTIONS A TTACHED 
TO THE COMPANY’S SHARES 
(A RTICLE 9 OF THE BYLAWS)

Each share entitles the holder thereof to a proportionate ownership 
in the assets of the Company and in the proceeds after liquidation 
equal to the pro rata portion of the registered capital represented 
by such share.

All securities which represent or will represent part of the registered 
capital will be included as registered capital for tax purposes. Thus, 
all duties and taxes which, for whatever reason may become payable 
by certain holders upon distribution of capital, either during the 
existence of the Company or at liquidation, will be allocated among 
all securities representing capital at the time of such distribution 
or distributions, with the result that, after taking into account the 
unredeemed nominal value of the securities to the extent of their 
respective rights, all present or future securities will confer upon 
the holders thereof the same effective benefits and the right to 
receive the same net amounts.

Whenever it is necessary to possess a certain number of shares in 
order to exercise a right, it shall be up to holders that do not possess 
such number to group together and, if necessary, to purchase or 
sell the requisite number of shares or rights.

21.2.4 MODIFICATION 
OF THE SHAREHOLDERS’ RIGHTS

Any modification of the voting rights attached to the shares are 
regulated by law, the Company’s bylaws do not provide for specific 
provisions.

21.2.5 GENERAL S HAREHOLDERS’ 
MEETINGS (A RTICLE 18  OF 
 THE  BYLAWS)

Ordinary or extraordinary shareholders’ meetings are called and 
deliberated in accordance with the law.

Meetings are held at the registered office or any other place 
specified in the  notice for  meeting.

The right for shareholders to personally attend shareholders’ 
meetings, or to do so through a proxy holder or by mail, is subject 
to the  registration of the shares in the name of the shareholder 
or the intermediary registered on his behalf (as provided for by 
law) by midnight (Paris time) on the third business day prior to 
the meeting:

for registered shareholders: in registered securities accounts 
maintained by the Company;
m

for  bearer shareholders: in bearer securities accounts maintained 
by an authorized intermediary, as provided for by the applicable 
regulations.

A shareholder who does not have his domicile in France, within the 
meaning of Article 102 of the Civil Code, may be represented at 
ordinary or extraordinary meetings by an intermediary registered 
in accordance with the conditions provided for by current law and 
regulations. Said shareholder shall then be deemed to be present at 
said meeting for the calculation of the quorum and majority.

Subject to the qualifications provided for by regulations, and 
in accordance with the procedures established therefore by the 
Board of Directors, shareholders may attend and vote at any 
shareholders’ or special meetings by videoconference or any 
electronic telecommunication or remote transmission means in 
accordance with applicable law and regulations. In such event, an 
electronic signature may be provided using a process that meets the 
requirements listed in the first sentence of the second paragraph 
of Article 1316-4 of the Civil Code. The shareholders shall then be 
deemed present at said meetings for the calculation of quorum 
and majority.

The shareholders, in accordance with the conditions defined by 
current regulations, may send their proxy vote form or mail vote 
form for all ordinary or extraordinary meetings, either on paper, 
or by remote transmission by decision of the Board of Directors 
published in the notice of  meeting and the notice to attend the 
meeting.

To be accepted, all ballots and proxies must have actually been 
received at the Company’s principal office or at the location stated 
in the meeting notice no later than two days prior to the date of 
the shareholders’  meeting, except i f a shorter period is stated in 
the meeting notice or required by mandatory provisions reducing 
said period.

Instructions given by electronic means that contain a power of 
attorney or a proxy may be received by the Company in accordance 
with the conditions and within the time limits defined by the 
current regulations.

The meeting’s proceedings may be transmitted live by 
videoconference and/or by remote transmission. Where applicable, 
reference shall be made thereto in the notice of meeting and in the 
notice to attend the meeting.

The Chairman of the Board of Directors or, in his absence, a D irector 
 specifically delegated for said purpose by the Chairman presides 
over the meetings. Failing that, the meeting shall appoint its own 
Chairman.

The duties of tellers are fulfilled by the two members of the meeting 
with the highest number of votes and who accept said duties.

The officers of the meeting appoint the secretary, who may be 
chosen among non-shareholders.

m
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An attendance sheet, drawn up in accordance with the law, is kept 
at each meeting of the Annual General Meeting. Said attendance 
sheet, duly signed by the shareholders and proxies, shall be certified 
true by the officers of the meeting.

Each meeting participant shall have as many votes as shares held or 
represented, subject to statutory limitations. Until two  years after 
the start date of the reverse split transactions described in the notice 
of reverse share split published by the Company in the Bulletin des 
Annonces Légales Obligatoires pursuant to the resolution adopted 
at the May 3, 2007 shareholders’ meeting, all pre-reverse split  shares 
give their holder the right to one (1) vote and all post-reverse split  
shares to twelve (12) votes, so that the number of votes generated 
by the Company’s shares will be proportionate to the portion of 
equity they represent.

At the request of one or several members of the meeting representing 
by themselves or as proxies at least on tenth of the capital present 
or represented at the meeting, a secret ballot shall be held.

Minutes of the meetings are drawn up and copies thereof are 
certified in accordance with the law.

The right to vote attached to the share belongs to the beneficial 
owner at ordinary shareholders’ meetings, as well as at  extraordinary 
or special meetings.

21.2.6 CHANGE OF CONTROL
Neither Rhodia’s bylaws nor any other internal document contain any 
provision for delaying, deferring or preventing a change of control.

21.2.7 THE CROSSING OF THRESHOLDS
Aside from the legal obligation to inform about the holding of a 
certain fraction of the share capital or voting rights and to make 
all necessary declarations in compliance with law, as from the date 
of the general shareholders’ meeting of April 28 2006, nothing in 
the bylaws or other internal documents requires the holder of the 
shares to inform Rhodia about owning any fraction of the share 
capital. The declarations on crossing the thresholds of ownership 
made to the Autorité des m archés f inanciers and to Rhodia are 
described  in c hapter 18.3, above.

21.2.8 MODIFICATION OF SHARE CAPITAL
Any modification of the share capital or of the voting rights 
attached to the shares is subject to applicable  legal requirement ; 
the bylaws do not contain any specific rules.

21.2.9 CORPORATE FINANCIAL 
STATEMENTS AND CONSOLIDATED 
FINANCIAL STATEMENTS 
(ARTICLE 19 OF THE B YLAWS)

21.2.9.1 CORPORATE F INANCIAL 
S TATEMENTS

Each corporate year lasts 12  months and starts on January, 1  and 
closes on December, 31.

At the end of each year, in accordance with existing laws, the 
Board of Directors establishes the inventory, corporate financial 
statements and a management report.

The net earnings during the year minus general costs and other 
expenses of the Com pany , including all depreciation and provisions, 
shall constitute net profits.

Net profits, minus losses from previous years (if any), are subject to 
a charge of at least one-twentieth of such net amount, which shall 
be used to create a reserve called the “legal service”. This charge shall 
cease to be obligatory when the amount of the reserve becomes 
equal to one-tenth of the registered capital.

Distributable income equals the net profits of the year, minus losses 
from previous years and the charge from the legal reserve, plus 
profits carried forward from previous years.

In addition ,  shareholders may upon recommendation of the Board 
of Directors, decide at a general shareholders’ meeting to distribute 
amounts held in the reserve funds that are available for their use, in 
such case, the decision of the shareholders must specifically indicate 
the reserves from which the funds are to be taken.

After approval of the accounts and verification of the existence 
of distributable amounts, the ordinary general shareholders’ 
meeting shall decide upon the distribution of such amounts and, 
upon recommendation of the Board of Directors, shall distribute 
out of this amount to all holders of shares pro rata to their 
percentage interest in the registered capital. If a balance remains 
the shareholders shall decide at an ordinary general shareholder’s 
meeting which amounts will be carried forward to the next year or 
placed in one or more reserve funds that it administers.

The ordinary general  shareholders’  meeting called to approve the 
financial statements for the year may grant each shareholder the 
right to elect to receive all or part of the final or interim dividends 
in cash or in shares.

In the event that financial statements established at the end of a year 
or at any date during the year, certified by the Statutory Auditors, 
set forth that the Company, since the close of the preceding year, 
after provision for depreciation and necessary reserves, deductions 
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for prior losses, if necessary, and sums carried forward as reserves 
in application of the law or the bylaws and taking into account 
carried forward profits, has made a profit, it may distribute interim 
dividends before the approval of the year-end accounts.

The amount of these interim dividends shall not exceed the amount 
of the profit thus defined.

The extraordinary shareholders’ meeting may decide to reduce the 
share capital for reasons other than for losses, by reducing the 
par value of the share. The amount of the reduction of the share 
capital, or  the difference between the former and new par value 
multiplied by the number of outstanding shares, shall be recorded 
in an issue premium account, the amount of which shall not be 

distributable. Nevertheless, it may be subsequently capitalized or 
used to offset losses .

21.2.9.2 CONSOLIDATED F INANCIAL 
S TATEMENTS

The Board of Directors presents at the general shareholders’ 
meeting the Group’s management report and consolidated financial 
statements. The shareholders’ meeting deliberates on all matters 
relating to the consolidated financial statements of the last year.

The Group’s management report may be included in the management 
report mentioned  above ).

21.3 Statutory Auditors’ Fees for 2006 and 2007m

The table below sets out the S tatutory A uditors’ fees for 2006 and 2007.

(in millions of euros)

PricewaterhouseCoopers Audit Salustro Reydel Member of KPMG International

Amount (excluding tax ) % Amount (excluding tax ) %

2007 2006 2007 2006 2007 2006 2007 2006
Audit
Statutory A uditors, 
certification; examination of 
individual and consolidated 
financial statements 3.5 8.0 88 95 1. 3 1. 3 86 87

Issuer 0.9 1.7 23 20 0.4 0.5 26 34
Consolidated  subsidiaries 2.6 6.3 65 75 0.9 0.8 60 53

Other tasks and services 
directly related to the 
statutory auditor’s mission 0.4 0.3 10 4 0. 1 7

Issuer 0.2 0.1 5 2 0. 1 7
Consolidated   subsidiaries 0.2 0.2 5 2

Sub-total 3.9 8.3 98 99 1. 4 1. 3 93 87
Other servi ces provided to 
by  consolidated   subsidiaries

Legal, tax, labor 0.1 0.1 2 1 0.1 0.2 7 13
Other (to be given in detail 
if it is more than 10% of the 
audit fees)

Sub-total 0.1 0.1 2 1 0. 1 0. 2 7 13
Total 4.0 8.4 100 100 1. 5 1. 5 100 100
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To date, Rhodia has not entered into any material contracts resulting in a material obligation or undertaking for the 
entire Group, other than those concluded in the normal course of its business.

Concerning material contracts concluded in the normal course of its business, see  the financial contracts described  in 
chapter 10.3 of the present reference document:

the syndicated credit facility  “new RCF”, for the amount of €600 million, with the maturity date June 30, 2012;

contract for the issuance  of the “Floating Rates Notes” realized i n 2006 for  €1,100 million with maturity in 2013;

two trade receivable securitization agreements , North American and European; and 

the contract for the issuance of shares with the option to be converted and/or exchanged into new shares or to be 
issued that occurred in April 2007 (OCEANE). 

m

m

m

m

 Material Contracts
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Not applicable.

Third Party Information, Statements 
by Experts and Declarations of Interest
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Publicly available Documents

24.1 Documents A   vailable on the Company’s Websitem

24.2 Annual Documents C  reated P  ursuant to Article 222-7 of 
the General Regulations of the Autorité des m  archés f  inanciers     
m

co
nt

en
ts

The following documents are available on the website of the 
Company (www.rhodia.com):

the present reference document filed with the Autorité des 
m  arché f  inanciers      as an annual report;

financial press releases;  and 

m

m

 bylaws.

Documents and information concerning the Company can 
be also requested at Rhodia’s registered office located at 
Immeuble  Cœur  Défense, Tour A, 110 esplanade Charles de Gaulle, 
92400 Courbevoie (phone number: 01  .53.56.64.64).

m

  24.1 Documents Available on the Company’s Website 245

24.2 Annual Documents Created Pursuant to Article 222-7 of the General Regulations of 
the Autorité des marchés financiers 245

Pursuant to Article 222-7 of the General regulations of the Autorité des m  archés f   inanciers     , the following list sets forth the information 
disclosed by Rhodia since January 1, 2007 (in addition to the information included in c hapter 24.1).

LIST OF PRESS RELEASES
During 2007 and until the publication of the present document, the following press releases have been published on the Company’s website 
(www.rhodia.com) or in the Legal Information section of the website:

01.02.07m Rhodia completes the sale of its European business related to industrial wire and technical fiber to Butler Capital

02.01.07m Rhodia begins its transaction for the repurchase of shares

02.01.07m Rhodia completes the sale of its Silicones business to China National Bluestar Corporation

02.14.07m Rhodia’s net sales for 2006

02.15.07m Rhodia announces the preliminary results of its offer of stock repurchase

03.02.07m Rhodia announces the final results of its offer of stock repurchase

03.06.07m Rhodia sells its participation in Nylstar

03.07.07m Annual profits for 2006
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PUBLICLY AVAILABLE DOCUMENTS24 Annual Documents C reated P ursuant to Article 222-7 of the General Regulations of the Autorité des m archés fi  nanciers   

03.14.07m Information related to the Combined Annual Shareholders’ Meeting dated May 3, 2007
03.23.07m Rhodia announces the planned closure of its Mulhouse Dornach site in France, and anticipates the redeployment of most of its employees
03.30.07m Rhodia files its Reference Document with the Autorité des m archés f inanciers  , and its annual report 20-F with the SEC
04.19.07m Rhodia enhances its financial profile issuing convertible bonds OCEANEs
04.19.07m Accomplishment of the convertible bond offering OCEANEs
04.19.07m Authorization of Autorité des m archés f inanciers  for the convertible bond offering
04.20.07m Rhodia announces the exercise in full of the over-allotment option, increasing the amount of the convertible bond offering
04.26.07m Rhodia announces the increase of its production of intermediates in Brazil
04.27.07m Rhodia announces the construction of upstream silica facility in China
05.04.07m Rhodia’s shareholders general meeting
05.10.07m First quarter 2007 results: a good beginning of the year
05.15.07m Rhodia completes the sale of its stake in Nylstar
05.25.07m Rhodia’s reverse share split  of its shares: notice of the launch
06.07.06m Rhodia asks the Autorité des m archés f inanciers  to commence an investigation
06.07.07m Rhodia reiterates its confidence in achieving its objectives
06.11.07m Launch of the reverse shares split
06.20.07m Rhodia strengthens its position in the automotive emissions control market (purchase of Washcoat-Rhodia Silcea)
06.21.07m The Autorité des m archés f inanciers  proceedings completed
07.09.07m Rhodia reacts to the voluntary receivership of Nylstar
07.20.07m Rhodia and CNRS improve their partnership
07.31.07m Second quarter 2007 results: strong progress in transactional performance
07.31.07m Rhodia launches a global free allocation  of shares to its employees
08.02.07m Rhodia completes the acquisition of Washcoat’s alumina division
08.07.07m Rhodia 2007 half year report available
09.07.07m Rhodia notifies New York Stock Exchange of delisting
10.24.07m Rhodia creates the direction Innovation Pierre-Gilles de Gennes

10.26.07m Rhodia Organics announces plans to discontinue the paracetamol activity in its Roussillon site

11.06.07m Third quarter 2007 results: confirming the satisfaction of a good level of the Free Cash Flow generation

11.15.07m Rhodia on the road to sustainable mobility

11.15.07m Rhodia in negotiation with stakeholders

11.16.07m Rhodia inaugurates its diphenols production site in China

11.16.07m Rhodia announces its project to construct new high performance silica plant in China

11.22.06m Rhodia announces global price increases for all product ranges

12.06.07m Rhodia, Adecco and Adia signed the first social accountability chart applicable to the temporary work

12.12.07m Rhodia creates the Rhodia Pierre-Gilles de Gennes Price

12.18.07m Rhodia launches Acetow competitiveness improvement program

02.28.08m Annual profits for 2007

18.03.08m Jean-Pierre Clamadieu appointed Chairman and Chief Executive Officer  of Rhodia

19.03.08m Rhodia and Lyondell enter into exclusive negotiations with Perstorp with the view of selling  their Isocyanates activities

19.03.08m Rhodia finalizes re-centering of its portfolio and simplifies its organization
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PUBLICLY AVAILABLE DOCUMENTS 24Annual Documents C reated P ursuant to Article 222-7 of the General Regulations of the Autorité des m archés fi  nanciers   

LIST OF DOCUMENTS PUBLISHED IN BALO 
(BULLETIN  DES  ANNONCES  LÉGALES  OBLIGATOIRES)

February 14, 2007 Periodic  publication: Net sales
March 14, 2007 Notice of meeting  – Shareholders meeting (notice of  meeting)
April 2, 2007 Periodic  publication: Annual financial statements
April 6, 2007 Notice of meeting  – Shareholders meeting
April 23, 2007 Issuance and listing – French stocks/Shares
April 25, 2007 Notice of meeting  – Shareholders meeting (second notice of meeting )
May 14, 2007 Periodic publication – Net sales
May 25, 2007 Other transactions – R everse share split  
May 28, 2007 Periodic publication – Annual financial statements
June 11, 2007 Other transactions – R everse share split (three notices)   
August 1, 2007 Periodic publication – Net sales
August 13, 2007 Periodic publication – Intermediate statements
November 7, 2007 Periodic publication – Net sales
February 29, 2008 Periodic publication – Net sales
March 26, 2008 Notice of meeting  – Meeting of shareholders and stockholders 

 The information above is available on the Company’s website (www.rhodia.com), as well as on the official website of the Autorité des 
m archés f inanciers (www.amf-france.org).
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Information on Shareholdings
See  chapter 7.2 above of the present document and Note 35  to the consolidated financial statements dated December 31, 
2007, included in chapter 20.3.1.3 of the present reference document. 

List of Reports

Reports Chapter
Internal Reports
Report of the Chairman on the conditions of preparation and organization of the Board tasks and internal control proceedings 
implemented by the Company 16.5.1
Special report of the Board of Directors on stock options 17.2.2.1
Special report of the Board of Directors on the free allocations of shares 17.2.3.1
Special report of the Board of Directors on stock  purchase 21.1.3.1
Complementary report of the Board of Directors relating to the capital increase with the suppression preferential subscription 
right by issuance of convertible bonds and/or exchange in ordinary new or existing shares (OCEANE) 21.1.5.2
External Reports
PricewaterhouseCoopers report: Audit on calculation of environmental and security indicator 5.3.4.1
PricewaterhouseCoopers Certification: Audit on health, security and environment actions 5.3.4.2
Report of the Statutory Auditors, prepared pursuant to article L. 225-235 of the Commercial Code on the report 
of the Chairman of the Board of Directors of Rhodia S.A., concerning the internal control procedures related to the preparation 
and use of the financial and accounting information 16.5 .2
Special report of the Statutory Auditors on regulated agreements and obligations 19 
Report of the Statutory Auditors on the capital increase with the suppression of the preferential subscription right 21.1.5.2 
Reports of the Statutory Auditors on the consolidated financial statements dated December 31, 2007 20 .3 .1  
General Report of the Statutory Auditors on the annual financial statements dated December 31, 2007 20.3.2.1 
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Reconciliation Table
 (R eferring  to  the  Financial  and  Management  Reports)

The reconciliation table is to identify the chapters of the annual financial report (pursuant to Article L. 451-1-2 of Monetary and Financial 
Code and Article 222-3 of the General Regulations of the Autorité des m archés f inanciers  ) and the  management report of Rhodia (pursuant 
to Article L. 225-100  and following  of the  Commercial Code), incorporated in the present reference document.

The information from Rhodia’s annual financial report is set forth in entries 1, 3, 4, 5, 6, 7 and 8 in the table below.

The information from Rhodia’s consolidated corporate management report is set forth in entries 1 to 3 in the table below.

Information Reference

1 Company Management Report of the Board of Directors
Chapter 20.3.5  of the present 
reference document

1.1 Position of the Company’s activity during the past  year, and if applicable, position 
of  its  subsidiaries  and  affiliates’ activity

Chapter 6 and 9  of the present 
reference document

1.2 Profits of the Company, its subsidiaries, and its affiliates by business sector
Chapter 9 et 20.3 of the present 
reference document

1.3 Important events between the end of the  year and the day the report was created
Chapter 20.9 of the present reference 
document

1.4 Issues and future prospects
Chapters 6, 9  and 12 of the present 
reference document t

1.5 Research and Development activities
Chapter 11 of the present reference 
document

1.6 Analysis of business, profits and financial developments
Chapter 6 and 9 of the present 
reference document

1.7 Financial performance indicators
Chapter 3 of the present reference 
document

1.8 Indicators in environment and employee area
Chapter 4, 5.3 and 17 of the present 
reference document

1.9 Description of main risks and uncertainties
Chapter 4 of the present reference 
document

1.10
Information on the use of financial instruments and the Company’s policy on the management 
of  financial risks

Chapter 4 and 10 of the present 
reference document

1.11 Employees participation in the share capital
Chapter 18.1 of the present reference 
document

1.12 Total compensation and any fringe benefits granted to each D irector
Chapter 15 and 17.2 of the present 
reference document

1.13 List of positions  and positions exercised by each D irector of the Company, corporate governance
Chapter 14 of the present reference 
document

1.14 Social and environmental impact 
Chapter 4.1.2, 4.2.2 and 5.3 of the 
present reference document

1.15 Information on the Company’s policy on the prevention of risks of technological accidents, the 
Company’s ability to cover its civil liability for damages to the goods and persons resulting from certain 
classified installations, and methods designed to ensure indemnification processes for victims of 
technological accidents for which the Company is held liable for

Chapter 4 and 5.3 of the present 
reference document

1.16 Dividends distributed during the past three  years
Chapter 20.7 of the present reference 
document

1.17 Information relating to stock  purchase plan
Chapter 21.1.3 of the present reference 
document
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27 RECONCILIATION TABLE (REFERRING TO THE FINANCIAL AND MANAGEMENT REPORTS)

Information Reference

1.18 Transactions by the D irectors with respect to their own shares
Chapter 14.2.2 of the present reference 
document

1.19 Calculation and results of the adjustments of the conversion basis or of the exercise of securities giving 
access to the capital and stock options for subscription to or purchase of the shares

Chapter 17.2.2 of the present reference 
document

1.20 Acquisitions of shareholdings in companies with their registered office on the French territory and 
representing more than 1/20, 1/10, 1/5, 1/3, 1⁄2 or 2/3 of their share capital or voting rights and 
takeovers of companies with their registered office located on the French territory

Chapter 25 of the present reference 
document

2 Summary Table of the Board of Directors’ Current Delegation Related to the Capital Increase
Chapter 21.1.4 of the present 
reference document

3 Consolidated Group Management Report of the Board of Directors
Chapter 9  of the present reference 
document

3.1 Business development
Chapter 6 and 9  of the present 
reference document

3.2 Position of all the consolidated companies
Chapter 6 and 9  of the present 
reference document

3.3 Foreseeable developments
Chapter 6, 9  and 13 of the present 
reference document

3.4 Important events between the end of the  year and the day the report was drafted
Chapter 20.9 of the present reference 
document

3.5 Research and Development activities
Chapter 11 of the present reference 
document

3.6 Description of main risks and uncertainties
Chapter 4 of the present reference 
document

3.7 Information on the use of financial instruments and the Company’s policy on managing financial risks
Chapter 4 of the present reference 
document

4 Company Annual Financial Statements
Chapter 20.3 of the present 
reference document

5 Consolidated Financial Statements
Chapter 20.3 of the present 
reference document

6 Certification by the Person Responsible for the reference document (containing the annual 
financial report)

Chapter 1.2 of the present reference 
document

7 General Report of the Statutory Auditors on the Company Financial Statements
Chapter 20.3 of the present 
reference document

8 Statutory Auditors Report on the Consolidated Financial Statements
Chapter 20.3 of the present 
reference document
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