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Reference Document

This is a free translation into English of Rhodia’s document de référence
(the “reference document”), filed by Rhodia with the French Autorité
des Marchés Financiers on March 24, 2009, and is provided solely for
the convenience of English speaking readers.
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This reference document was filed with the Autorité des Marchés Financiers on March 24, 2009,
pursuant to Article 212-13 of its general regulations.

This reference document may be used in connection with a financing transaction if supplemented
by a note d’opération approved by the Autorité des Marchés Financiers.

Copies of the reference document are available from Rhodig,

Immeuble Cceur Défense, TourA, 110, esplanade Charles de Gaulle - 92400 Courbevoie,
from Rhodia’s website: http://www.rhodia.com, under the heading “Regulated information”,
and from the website of the Autorité des Marchés Financiers: www.amf-france.org
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1.1 Person responsible for the 2008 reference document

Jean-Pierre Clamadieu, Chairman and Chief Executive Officer.
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PERSONS RESPONSIBLE
Certification by the Person Responsible for the 2008 Reference Document (containing the annual financial report)

1.2 Certification by the person responsible for the 2008
reference document (containing the annual financial report)

«| hereby certify, after having taken all reasonable care to ensure that such is the case, that the information contained in this reference
document is to the best of my knowledge in accordance with the facts and contains no omissions likely to affect its content.

I hereby certify, to the best of my knowledge, that the financial statements presented in this reference document were prepared in conformity
with applicable accounting standards and provide accurate information about the assets, financial condition and profits of the Company
and the consolidated Group of companies, and that the management report incorporated in this reference document provides an accurate
picture of the business developments, profits and financial condition of the Company and the consolidated Group of companies, as well as
a description of the principal risks and uncertainties that these companies face.

| have received an audit completion letter from the statutory auditors in which they state that they have verified the information
regarding the financial condition and financial statements presented in this reference document and that they have reviewed the entire
reference document.

The reference document incorporates by reference the historical financial information related to the years ended December 31, 2006 and
December 31, 2007, as well as related reports by the statutory auditors.

The consolidated financial statements for the yearended December 31, 2006, prepared in accordance with International Financial Reporting
Standards (“IFRS”) and the auditors’ report for the consaolidated financial statements for the year ended December 31, 2006, as well as
the financial statements for the year ended December 31, 2006, and the auditors’ report for the financial statements for the year ended
December 31, 2006, are set forth respectively on pages 128 to 207 and 208 to 235 of the reference document of the Company filed with
the Autorité des Marchés Financiers on March 30, 2007, under number D.07-0257.

The consolidated financial statements for the yearended December 31, 2007, prepared in accordance with International Financial Reporting
Standards (“IFRS”) and the auditors’ report for the consolidated financial statements for the year ended December 31, 2007, as well as the
financial statements for the yearended December 31, 2007, and the auditors’ reportin respect to the financial statements for the year ended
December 31, 2007, are set forth respectively on pages 123 to 195 and 196 to 224 of the reference document of the Company filed with
the Autorité des Marchés Financiers on March 31, 2008, under number D. 08-0182.»

Chairman and Chief Executive Officer

Mr. Jean-Pierre Clamadieu
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2.1 Statutory auditors

PricewaterhouseCoopers Audit, member of the Regional Association
of statutory auditors of Versailles

63, rue de Villiers
92200 Neuilly-sur-Seine

Represented by Mr. Christian Perrier

appointed on April 29, 2003 with a mandate that ends at the close
ofthe shareholders’ general meeting called to approve the financial
statements for the year ended December 31, 2008.

..........................................................................

KPMG S.A., member of the Regional Association of statutory
auditors of Versailles

Immeuble Le Palatin, 3, cours du Triangle
92939 Paris La Défense Cedex

Represented by Mr. Denis Marangé

appointed on May 16, 2008 with a mandate that ends at the close
ofthe shareholders’ general meeting called to approve the financial
statements for the year ending December 31, 2013 (note that
this appointment was made at the end of the mandate as reqular
statutory auditor of Salustro Reydel, member of KPMG International
since 2005, which started on May 22, 2002).
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AUDITORS
Expected Developments

2.2 Alternate auditors

Mr. Yves Nicolas

63, rue de Villiers
92200 Neuilly-sur-Seine

appointed on April 29, 2003 with a mandate that ends at the close
ofthe shareholders’ general meeting called to approve the financial
statements for the year ending on December 31, 2008.

2.3 Expected developments

As indicated above, the mandate of both the regular statutory
auditor, PricewaterhouseCoopers Audit, and the Alternate Auditor,
Mr. Yves Nicolas, end at the close of the shareholders’ general
meeting called to approve the financial statements for the year
ended December 31, 2008.
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Mr. Jean-Paul Vellutini

1, cours du Triangle
92923 Paris La Défense Cedex

appointed on May 16, 2008 with a mandate that ends at the close
ofthe shareholders’ general meeting called to approve the financial
statements for the year ending December 31, 2013.

Consequently, atthe shareholders’ general meeting scheduled to be
held on May 20, 20089 (upon first notice of meeting), the following
proposals will be made:

2 the renewal of PricewaterhouseCoopers Audit’s appointment as
regular statutory auditors;

2 the renewal of Mr. Yves Nicolas’ appointment as Alternate
Auditor.



Selected financial information

SIMPLIFIED CONSOLIDATED INCOME STATEMENTAS OF DECEMBER 31, 2008 (IFRS)

Year ended December 31

(IMIIONS OFEUTDS) ...ttt seetacaeaeteiened ... 2007 20067,
Net sales 4,763 4,781 4,500
Otherrevenue 550 463 430
Operating profit/(loss) 309 422 323
Profit/(loss) from continuing operations 75 47 76
Profit/(loss) from discontinued operations 32 84 (10)
Net profit for the period 107 131 66
Attributable to:
Equity holders of Rhodia S.A. 105 129 62
Minority interests 2 2 4
Basic earnings pershare (ineuros) e 08 28 0.62
Diluted earnings per share (in euros) 1.04 1.27 0,62
(1) Unaudited. Restated to reflect the disposal of the Isocyanates business completed in September 2008. T
SIMPLIFIED CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 2008 (IFRS)
ASSETS s atDecember31 = ... .
(NMUIONS OfBUTOS) ||| ||\ \+eeveereerversersessessesseeseeseessessessensensesens sasensesnnesseenses 2008 2007 .o 2006
Non-current assets 2,155 2,363 2,471
CUTENEASSEIS ||| oo e 2069 oo 2015, e 2,682
O AL A TS ettt ettt en v nrenre et enea 4328 . 4478 5153,
EQUITY DEFICITAND LIABILITIES e, atDecember31 . ... .
(NMUIONS OfBUTOS) ||| ||\ . \eeveereerrerreeessessesseeseeseessessessensessensens srsensesssessesnses 2008 2007 .o 2006
Total equity deficit (356) (368) (628)
Non-current liabilities 3,117 3,219 3,630
QUITENLUADIIEIES | ettt ettt ettt e eneeneereenean 1283 1827 e 2151,
TOTALEQUITY DEFICITAND LIABILITIES || e ened 4328 . 4478 5153,
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SELECTED FINANCIAL INFORMATION

SIMPLIFIED CONSOLIDATED CASH FLOW AS OF DECEMBER 31, 2008 (IFRS)

Year ended December 31

(MO AEUC). |ttt BODRN ..ol 2007 e, 2006
Net profit for the period attributable to equity holders of Rhodia S.A. 105 129 62
Net cash flow from operating activities before changes in working capital 375 413 244
Net cash from operating activities 319 413 102
Net cash from/(used by) investment activities (82) (52) (170)
Net cash from/(used by) financing activities (129) (412) (376)
Effect of foreign exchange rate changes (31) @) 9)
Net increase/(decrease) in cash and cash equivalents 77 (52) (453)
Cash and cash equivalents at the beginning of the year 415 467 920
Cash and cash equivalents atthe endoftheyear e, 492 e, A5 s 467.
Other information veresssnaresssnssansnesd COF EN0Ed December31 ... .
(IS OEUTOS) ||\ et eeeesees s eseeses e s es s eas s e ese s essesesen sasennenneeneeneens 2008 .o 2007 e 2006
Recurring EBITDA®™ 664 758 636 @
Free Cash Flow® 37 161 (139)
Net Indebtedness® 1,311 1,484 1,949

................................................................................................................................................................

(1) Recurring EBITDA is defined as operating profit or loss prior to depreciation and impairment, restructuring costs and other operating income and expenses.

(2) Unaudited. Restated to reflect the disposal of the Isocyanates business completed in September 2008.

(3) Free Cash Flow is defined as cash from operating activities, before margin calls excluding non-recurrent refinancing expenses, less the acquisition of tangible fixed
assets and other non-current assets.

(4) 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 financial assets.
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The information provided below includes certain assumptions and expectations that, by their nature, may not

prove to be accurate.

The risks presented below could have a negative impact on the Group’s activities, financial condition, profit or
share price. Certain other risks not yet identified or not considered relevant by Rhodia could also have negative

impacts.

Additionalinformation is presented in the Chairman’s Report provided forin Article L. 225-37 of the Commercial
Code, set forth in chapter 16.5.1 of this reference document.

4.1 Issuer’s risks

4.1.1  RISKS RELATEDTO RHODIA'S
MARKETS AND ACTIVITIES
4.1.1.1  RISKS RELATED TO MARKET CYCLES

Some of the sectors in which Rhodia operates, particularly the
automotive, consumer, textile, electronics and building sectars, may
be cyclical in nature, which could have, and in the past has had,
3 negative impact on the results of its operations and its financial
condition.

Following the sharp acceleration of the deterioration in the
macroecanomic environmentin the fourth quarter of 2008, Rhodia
suffered a major drop in demand in several of its end markets. The
inventory reductions by its customers have spread to numerous
sectars, affecting especially the Polyamide, Silcea and, to a lesser
extent, Novecare Enterprises. The Acetow, Energy Services and Eco
Services Enterprises have maintained their levels of performance.
In this context, the Polyamide, Silcea and Novecare Enterprises
recorded declines in sales of (31)%, (23)% and (9)%, respectively,
in the fourth quarter of 2008, compared to the fourth quarter
of 2007.
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RISK FACTORS
Issuer’s Risks

The fluctuations in prices and demand in the business sectors in
guestion depend on factors beyond Rhodia’s control, such as the
general economic environment, competitors’ activities, international
circumstances and events, the evolution of regulations in France,
the United States of America, China and other countries, could again
cause Rhodia to experience periods of overcapacity, downward price
trends and margin reductions.

In order to limit the likelihood of such risks occurring, Rhodia’s
business portfolio consists of activities in which the Group holds
strong positions, which helps reduce its exposure to fluctuations in
demand and prices. The organization of the Group into Enterprises
and “Cash Business Units” by product line also promotes high levels
of reactivity in case of changes in the economic environment. Finally,
the management system adopted by the Group, which involves, in
particular, quarterly reviews of projections and monthly follow-up
on actual figures, provides very short-term follow-up on economic
performances and rapid decision making.

4.1.1.2 COMPETITION RISK

While the degree of Rhodia’s exposure ta competition in the markets
inwhich it operates varies significantly, it faces intense competition in
certain markets. The competitive pressure on Rhodia and its products
can be expressed as follows: strong price competition, primarily
caused by overcapacity, competition from low-cost producers in
3 particular economic situation, and/or consolidation among our
competitors or customers. A continuation of the significant decline
in demand recorded by certain Enterprises in the fourth quarter
of 2008 could contribute to causing overcapacity in certain of
Rhodia’s business activities and possibly cause stronger price
competition. New products and new technologies developed by
Rhodia’s competitors may also affect its competitive position in
these markets.

Rhodia’s principal competitors in the markets in which it operates
are described in chapter 6 of this reference document.

Rhodia manages this risk in accordance with the four following
principles:

2 3 portfolio of activities with solid leadership positions;

2 3 policy of continuously improving its industrial performance
aimed at operational excellence offering Rhodia’s customers the
best products, in the best time frames and at the best cost. This
policy is based on two programs: World Class Manufacturing
("WCM”) and Six Sigma. Competitiveness, continuous
improvement, reliable facilities, quality products and flexibility are
the five pillars of the WCM program, which is applied through the
use of appropriate methods and training in the Group’s production
plants. The Six Sigma program is designed to promote a culture
focused on the variability and evaluation of performance;

2 research and development, which strives to improve process
competitiveness and to offer Rhodia’s customers innovations
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that meet their specific needs, particularly in the fields that
help strengthen the Group’s leadership positions. To reach
this objective, a committee in charge of strategic innovation
marketing has been formed in the R&D support function, and
its mission is to identify the means for developing the most
promising markets, anticipating their needs, focusing research
on new products and solutions that can meet these needs and
allocating the resources and skills that will make it possible to
increase the chances of success. The general direction adopted
by this committee in 2008 is presented in chapter 11 of this
reference document; and

2 the creation of lasting relations with certain customers and
close cooperation with them to develop new products that meet
their needs.

4.1.1.3 CUSTOMERAND SUPPLIER RISK

The results of some of Rhodia’s Enterprises depend substantially
on continued contractual relations with certain customers
and suppliers.

Rhodia cannot guarantee that its customers and suppliers will
continue and renew these contractual relations. This could adversely
affect Rhodia’s operating profit and its financial condition. To manage
this risk, Rhodia seeks to secure a portion of its sales by signing
long-term cantracts with some of its customers when the market
and the relationship permit.

In some cases, contractual relationships exist with only a limited
number of customers and suppliers. Nevertheless, given the diversity
of its portfolio made up of six activities serving highly diversified
markets, Rhodia believes thatitis not dependent, at the Group level,
on any particular client that could have a significant impact on the
Group’s financial condition, operations or earnings. The Group’s
30 largest customers represent cumulatively less than 30% of the
Group’s sales, and no customer represents more than 2.5% of the
Group’s sales. However, sales of Acetow and Silcea depend on avery
limited number of customers. The markets for acetate tow used in
cigarette filters and silica used in tires are highly concentrated both
on the producer and customer levels.

Where the Group depends on a few significant suppliers for certain
key raw materials, Rhodia has put in place security measures to
minimize the impact of any decrease or interruption in supply.

Furthermare, with respect ta purchasing, supply, and marketing and
sales, the Group’s policy reflects an interestin and need forformalizing
and tracking purchasing and sales when commitments exceed
certain thresholds defined in terms of duration and amount.

Rhodia is also exposed to a risk of non-payment of customer
receivables. In order to mitigate this risk, Rhodia has put in place
procedures to analyze customerrisk, leading to the establishment of
creditlines foreach client and the reduction of its financial exposure.
Rhodia has also taken out insurances covering a portion of its net



sales. This insurance policy is principally used to cover exports by
Group subsidiaries.

RISKRELATED TO RAW MATERIALS
AND ENERGY

Raw materials and energy expenses, excluding packing and shipping
costs, amounted to approximately €2.2 billion in 2008. These
expenses correspond to the Group’s principal recurring purchases
of raw materials and energy and are broken down as follows:

4114

N

20% for energy;

N

24% for raw materials derived from benzene;

N

19% for raw materials derived from natural gas;

N

11% for raw materials derived from naphtha; and

N

26% for other raw materials.

Petrochemical products account for a significant portion of raw
material costs, particularly products derived from benzene. Rhodia
is therefore indirectly exposed to the volatility of oil prices and/or
directly exposed to changes in the price of benzene. Rhodia is also
exposed to price fluctuations for other raw materials, particularly
natural gas. Rhodia’s ability to maintain its operating margins
depends on its ability to pass onincreases in the cost of raw materials
through price increases.

In view of the continued increases in the cost of raw materials and
energy in 2008 (an increase of €417 million in 2008 compared to
2007, onthe basis of a constant scope of consolidation and constant
exchange rates), Rhodia continued its voluntary policy of sale price
increases in all its activities. The increases in sales prices, in local
currencies, therefore largely offset the very sharp increase in the cost
of raw materials and energy that occurred in 2008.

The Energy Services Enterprise plays a special leading role in the field
of energy. The objective of this Enterprise is to optimize the supply
and management of the Group’s energy resources in an energy
market with high volatility.

Actions such as the optimization of co-generation (an industrial
tool permitting the simultaneous production of thermal energy
and electricity using gas turbines) or intended to improve energy
efficiency in the Group’s manufacturing facilities were pursued by
Energy Services and generated significant savings in 2008 (See
chapter 6.4, “Summary of Activities - Energy Services”, below).
These economies are calculated on the basis of historical costs
priortoimplementation of the energy efficiency measures and costs
recorded afterimplementation.

Finally, via Energy Services, the Group is part of the Exeltium
consortium (composed of major electricity consuming industries

RISK FACTORS
Issuer’s Risks

in France, including Arkema, Solvay, Arcelor, Rio Tinto, Alcan, Air
Liquide) that signed an agreement in January 2007 with Electricité
de France (EDF) defining the principles of a long-term industrial
and commercial partnership. This agreement was approved by the
European Commission on July 31, 2008. The objective is to negotiate
a definitive long-term electricity purchase contract at prices based
on the costs of nuclearinvestment by EDF starting in 2009.

Rhodia also attempts to control this risk through its supplier relations
management policy (see chapter4.1.1.3, “Customer and supplier
risk”, abave).

For further information, see Note 26.4 (Management of risk
related to fluctuations in the price of oil-based commodities) to
the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

4.1.1.5 RISKRELATEDTO “CERTIFIED

EMISSION REDUCTIONS” (CER)

The production and sale of CERs contribute significantly to Rhodia’s
results of operations and cash flows (see chapter 6.4, “Summary of
Activities - Energy Services”, below).

The results generated by the CERs depend, on the one hand, from
Rhodia’s ability to reduce its greenhouse gas emissions in order
to obtain emissions credits and, on the other, Rhodia’s ability to
commercialize CERs on the market in a satisfactory manner.

The market and value of CERs are affected by uncertainties,
particularly regarding levels of supply and demand for emissions
credits. Changes in the value of CERs could have a materialimpacton
the Group. Afterhaving reached a peak of €26 in July 2008, the price
of CERs declined progressively following the global macroeconomic
decline, to fall below €10 perton in February 2008.

In 2008, the sale of CERs increased by more than 10% over 2007
and generated €158 million in recurring EBITDA, compared to
€135 million in 2007.

The Group has partnered with Société Générale Energie (a wholly-
owned subsidiary of the Société Générale group) in orderto maximize
thevalue of its CERs. InJuly 2006, Rhodia created orbeo, 3 company
that it owns jointly with Société Générale Energie. orbeo was set up
in part to market and sell CERs.

Each company granted orbeo exclusivity for its CER trading
activities. It benefits from the experience and the emissions credits
trading scale of Société Générale Energie. orbeo is an entreprise
d’investissement certified by the Committee of Credit Institutions
and Investment Enterprises (Comité des Etablissements de Crédit et
des Entreprises d’Investissement-CECE(). The company is active in
the CER market and also handled a portion of Rhodia’s CER futures
sales. Inthis context, Rhodia has granted to orbeo a guarantee of up
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to €200 million to cover the obligations of its subsidiaries resulting
from their sales of CERs to orbeo.

Rhodia’s risk exposure is limited by control systems established
within orbeo. Global risk limits are reviewed regularly by the board
of directors of orbeo and analyzed on a monthly basis by a risks
committee. Finally, risk managersfrom both partners analyze orbeo’s
daily positions and report these positions to both the management
of orbeo and the management of each partner.

4.1.1.6  COUNTRYRISK

Rhadia is an international group of companies exposed to economic
conditians, political risks and specific regulations in the countries in
which it operates. In addition to Europe and North America, Rhodia
also operates in Latin America and in the Asia-Pacific region, areas
in which the Group has focused its growth strategy and which
represented 15% and 28%, respectively, of the Group’s total sales
in 2008. The Group’s strategy is to take advantage of development
opportunities in growing markets, particularly in China, South Korea
and Brazil. The Group has had a presence in some of these areas for
a considerable amount of time. This is particularly true for Brazil,
where Rhodia has been present approximately S0 years, and in
China, where Rhodia has been for some thirty years, having been
among the first Western manufacturers to open plants there, ahead
of its competitors.

The Group’s presence in these markets exposes it to risks such as
sudden material changes in requlations, political, financial and
social instability, exchange rate fluctuations and exchange control
restrictions, making it difficult for the Group to repatriate local
currencies or, conversely, to invest or obtain local financing. The
occurrence of such events could have a negative impact on Rhadia’s
operating results and financial condition.

In order to anticipate these risks, zone and country management
are part of a specific management structure. The fourzones in which
Rhodia operates are managed by zone directors who are members
of the executive committee and who rely on country representatives
inthe main countries in which the Group has a significant presence.
These people are assigned to represent and defend the interests of
Rhodia with regard to the public authorities. They are responsible,
moreaver, for assisting the Group’s entities present in their zone to
better anticipate and comply with the particular restrictions linked
to the country, and the local situations, laws and regulations.
Additionally, in the event of a crisis in a given country or zone,
crisis management procedures exist. These procedures allow
local managers to send information up the chain of command and
manage the crisis quickly by involving the Group communications
or the Management Committee if necessary. These procedures are
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designed so that necessary measures are taken to protect Rhodia’s
interests and the interests of its employees. Crisis management is
more fully described in chapter 4.2.1.4 below.

4.1.2 INDUSTRIALAND

ENVIRONMENTAL RISKS

This section presents the industrial and environmental risks related
to Rhodia’s activities. Management of these risks is described in
chapter 4.2 of this reference document.

4.1.2.1  RISKS RESULTING FROM CURRENT

OR FUTURE REGULATIONS

Rhodia’s activities must comply with a set of continually developing
environmental, health and safety laws and regulations. These
regulations impase increasingly stringent restrictions concerning air
and water emissions, the use and handling of hazardous materials,
the storage and disposal of hazardous materials and waste and
clean-up of environmental contamination.In particular, industrial
activities are subject to the prior obtaining of permits or licenses in
most jurisdictions in which Rhodia operates. Moreover, the markets
inwhich Rhodia operates are, forthe most part, requlated: biocides,
food contacts, cosmetics, pharmaceuticals, etc. Each geographic
zone orcountry, particularly in Europe, the United States, Japan and
China has its own regulations regarding chemical products.

Complying with these requlations involves significant and recurring
costs for Rhodia. Furthermore, the area of activity in which Rhodia
operates exposes it to significant potential liability, particularly for
environmental matters.

Rhaodiaworks both lacally to identify restrictions in each country and
globally with its team of scientific experts to satisfy the requirements
of these requlations.

Rhodia could also incur significant expenses in the event that new
regulations orgovernmental policies are enacted orwhen competent
local authorities make new requests. Considerable expenditures
could, in particular, be required if certain materials, particularly low-
grade radioactive materials, which have up to now been considered
in part recyclable by the Group and which are currently stored at
the La Rochelle site, were to be considered by the government as
waste that must be transferred to specialized and regulated off-site
storage locations.

These regulations could restrict Rhodia’s ability to modify orexpand
its facilities or to continue production and could require it to install
costly control equipment orincursignificant new expenses including



remediating polluted sites. Failure to comply with these requlations
could resultin financial, criminal or other penalties for Rhodia.

Furthermoare, pursuantto certain laws, such asthe US Comprehensive
Environmental Response, Compensation and Liability Act (known
as “Superfund”), Rhodia could be forced to contribute to the clean-
up costs of third-party sites or facilities where Rhodia has stared or
disposed of its waste. According to these laws, the owner or operator
of contaminated properties and the generator of waste sent to these
sites could be held jointly and severally liable for the remediation of
such properties, regardless of fault (see Note 28.4 (Environment)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document).

4.1.2.2 INDUSTRIALRISKS

Rhodia’s business activities create certain inherent significant risks
which expose it to health, safety and environmental liability. In
particular, Rhodia operates a certain number of “Seveso” installations
as defined by Council directive 96/82/CE, orsimilarfacilities outside
Europe where hazardous substances such as chlarine, ammonia or
phosgene, which can generate significant risks for the health and
safety of neighbouring populations and for the environment, are
used, stored or produced. Indeed Rhodia has been and could be
held liable for personalinjury (resulting from exposure to hazardous
substances used, produced ordispased of by Rhodia orsituated at its
sites) and damage to property or for damage to natural resources.

4.1.2.3 RISKS RELATED TO THE DISCOVERY

OF PAST POLLUTION

Environmental, health and safety regulations concern not only
activities at sites currently in operation but may also concern
Rhodia’s past activities or the sites it has shut down or sold. A large
number of Rhodia’s current, past or discontinued production sites
have a long history ofindustrial use. As a result, soil and groundwater
contamination has occurred at certain sites in the past, and it is
possible that other contamination could be discovered at these sites
orothersites in the future. Rhodia could be held liable and required to
incur considerable remediation costs forthese sites and forany new
obligations in addition to those existing at December 31, 2008.

4.1.24 ENVIRONMENTALRISKS

AND POTENTIAL LIABILITIES

The discovery of new facts, events, circumstances or conditions as
well as other events such as changes in the law orthe interpretation
orenforcement thereof, could resultin increased costs and liabilities
which could significantly affect Rhodia’s activities, financial

RISK FACTORS
Issuer’s Risks

condition or operating profit. For example, current revisions to
European directives concerning waste and ground pollution could
increase Rhadia’s liahilities in these areas. Forexample, concerning
France, the adoption in 2005 of certain provisions contained in the
Environmental Code could result in new costs for the Group. The
provisions of Article R.515-39 and following of the Environmental
Coderegarding risk prevention plans created measures for monitoring
urbanization around the most hazardous sites. Atechnological risk
prevention plan should be implemented for approximately eight
sites that Rhodia or one of its Enterprises operates in France. In
addition, the pravisions of Articles R. 512-1 and following of the
Environmental Code provide for new security and remediation
procedures for a site at the time it ceases operations. These provisions
could, in certain cases, generate additional costs, depending on the
outcome of discussions with relevant authorities.

Compliance with laws and requlations related to environmental
protection may limit Rhodia’s ability to modify or develap its
facilities, prevent the production of certain products, require it to
install antipollution equipment or incur significant remediation
costs, including fines and penalties. Potential liabilities, estimated
at approximately €158 million on December 31, 2007, were
re-estimated at approximately €183 million on December 31,
2008 (gross amount without adjustment to present value), an
increase essentially linked to the site in La Rochelle (France). The
other potential liabilities relate principally to the sites of Point de
Claix (France), Silver Bow and Freeport (USA) and Cubatao (Brazil),
with respect to possible obligations to store or remediate waste or
materials off-site, as well as possible containment of an internal
landfillin France. No provisions for these items were recorded as of
December31, 2008, inthe absence of an actual obligation as of that
date (See Note 28.4 (Environment) to the consolidated financial
statements in chapter 20.3.1.3 of this reference document).

4.1.2.5 PRODUCT RISKS AND RISKS
RELATED TO THE IMPLEMENTATION
OF THE EUROPEAN REGULATION
CONCERNING THE REGISTRATION,
EVALUATION AND AUTHORIZATION

OF CHEMICALS (“REACH")

In Europe, the REACH regulation ((EC) Regulation 1907/2006)
came into force on June 1, 2007. It aims to establish a European
regulatory framework for the registration, evaluation and
authorization of chemical products. Its implementation will have
a financial impact for Rhodia and could affect its ability to market
certain chemical products in Europe.
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Rhodia had been actively preparing forthe REACH regulation forthe
past five years. As of December 1, 2008, the Group had preregistered
736 substances included in products it imported, manufactured or
marketed on the European market, in conformity with the regulation.
In addition, Rhodia preregistered about 100 substances included in
the raw materials, as a precaution. Identification of these substances
could represent approximately €80 million in expenditures on
tests over the period corresponding to the implementation of the
regulation, i.e., between 2008 and 2018.

The Purchasing Division of Rhodia, in conjunction with the operating
units, evaluates the risks that this requlation could create for its
supplies of raw materials: unfareseen use by a supplier (equivalent
to a ban on use or a need for Rhodia to proceed with registration),
production shut down of an item in the upstream chain and non-
registration of the substance by a non-European supplier, etc. About
2,300 pairs of materials/suppliers were therefore evaluated.

Convinced early on of the need for regulation in this area and
strongly adhering to its long-established culture of Responsible
Care®, Rhodia has anticipated the implementation of REACH since
2005, particularly its “Authorization” section, notably through its
red line, which concerns CMR substances (Carcinogens, Mutagen
and substances toxic to Repraduction) and controlling risks related
to the use and marketing of these products.

The Group set up a structure to guide the implementation of this
regulation. In addition to all of the business units, it includes the
functions involved (Purchasing, Information Systems, Legal, etc.).
Furthermore, a project director was appointed at the end of 2007.

The Group also warks alongside the European Commission and
the European Chemical Products Agency to make available to the
industry as a whole the tools, guides and procedures allowing the
objectives of REACH to be achieved, particularly in 2008, in the
waorking group for the development of the European Chemical
Industry Council (CEFIC)/Conservation of Clean Air and Water in
Europe (CONCAWE) guide on “Strictly Controlled Intermediate
Products.”

Rhodia also contributes by providing them with the necessary
documents to register substances (chemical safety and risk
evaluation report).

Rhaodia’s support for the European REACH regulation
program is consistent with the Group’s commitment toward
sustainable development and its reputation as a responsible
chemical producer.

4.1.2.6  RISKS RELATED TO OCCUPATIONAL

DISEASES

Rhaodia now owns and aperates sites that have successively belonged
to Stauffer Chemical Inc. and Rhone-Paoulenc, where asbestos
was sometimes used as insulation in pipes, boilers and furnaces.
However, asbestos was not used directly in the production process.
As a consequence, Rhodia has beeninvolved in a limited number of
lawsuits connected with asbestos exposure.

Two Rhodia sites in France, one of which was sold in 2008, were
registered on the official list of establishments that manufactured
materials containing asbestos, which potentially entitles asbestos
workers to claim early retirement. Rhodia cannot exclude the
possibility that other sites may also be included on this list in
the future.

Considering the asbestos-related diseases brought to its attention,
and although it is not possible to estimate the liabilities that may
result from all the complaints that could be filed against Rhodis,
Rhodia believes, based on available information and on its experience
inthis area, thatits future risk with respect to asbestos-related claims
is limited.

4.1.3 FINANCIALRISKS

Formore detailed information on risks related to financial markets,
see Note 26 (Financial risk management and derivatives) to the
consolidated financial statements in chapter 20.3.1.3 of this
reference document.

4.1.3.1 RHODIA'S FINANCIAL RESOURCES

At December 31, 2008, Rhodia had net financial indebtedness of
€1,311 million, compared to €1.484 million at December 31, 2007.
This reduction of €173 million is due principally to: positive Free Cash
Flow ™ of €37 million and €230 million of proceeds from the sale of
assets, reduced by dividends paid and other items that affected the
level of debt without affecting ash flow (conversions, split accounting
for the debt portion of the OCEANE convertible notes).

As of December 31, 2008, Rhodia had available liquidity of
€1,036 million (compared to €959 million as of December 31,
2007), consisting of €502 million of cash, cash equivalents and
other liquid current financial assets and an unused syndicated
credit facility of €534 million.

In light of the refinancing transactions carried out in 2006 and
finalized in 2007, in particular the issuance of €1,100 million of
Floating Rate Notes due 2013 and €595 million convertible notes
(OCEANE) due 2014, Rhodia believes that its liquidity requirements

(1) Free Cash Flow is defined as cash from operating activities, before margin calls and excluding non-recurrent refinancing expenses, less the acquisition of tangible

fixed assets and other non-current assets.
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will be met through the maturity of its syndicated credit facility in
June 2012.

As aresult, the Group believes that it has sufficient financial flexibility
to meet its obligations and current needs.

4.1.3.2 RESTRICTIONS IMPOSED BY LINES

OF CREDITAND OTHER LOANS

Rhodia is subject to restrictions and to compliance with certain
financial ratios for its lines of credit and other loans. However, the
refinancing operations carried outin 2006 and 2007, particularly the
renegotiation of the “RCF” (Revolving Credit Facility) significantly
reduced such restrictions.

The RCF and other outstanding loans, particularly the Floating
Rate Note (“FRN") bond loan, which are described in chapter 10.3
“Liquidity and capital resources”, contained various covenants at
December 31, 2008, limiting the ability of Rhodia and certain of
its subsidiaries ta:

2 borrow money;

2 repay in advance certain portions of its debt;

2 pay dividends on, repurchase or cancel its shares;

2 make investments;

2 create or modify certain securities;

A conduct sale or lease transactions;

2 substantially modify its area of activity; and/or

2 consolidate, merge or sell all or a significant part of its assets.

Furthermore, most of Rhodia’s existing financing agreements
contain cross-default provisions and/or cross-acceleration clauses,
pursuant to which a payment default, payment acceleration orfailure
to respect a financial covenant under one agreement could in some
cases cause a default or acceleration of all or a significant portion
of Rhodia’s debt.

4.1.3.3 DEBTRATING

Some outstanding debt instruments are rated by the independent
rating agencies Moody’s Investors, Service and Standard & Poar’s.

In 2008 Moody’s Investors Service maintained its Corporate Family
Rating of Ba3 for Rhodia and in December adjusted its outlook from
positive to stable. It maintained its rating of B1 for Rhodia’s senior
unsecured notes and the OCEANE issue.

RISK FACTORS
Issuer’s Risks

Standard & Poor’s assigned a rating of BB (stable outlook) to Rhodia
(Corporate credit rating), and a rating of BB to Rhodia’s long-term
debt in April 2008. These two ratings were previously BB-. In
February 2009, Standard & Poor’s adjusted its outlook from stable
to negative.

These ratings limit Rhadia’s access to the commercial paper
market.

4.1.3.4 RETIREMENT OBLIGATIONS

Rhodia’s commitments with respect to retirementand othersimilar
obligations are not fully financed.

Rhodia has obligations toward its employees and retirees related
to severance pay and other end-of-contract benefits in most of
the countries in which it operates. In the United States and in
the United Kingdom, these obligations result from employment
contracts, retirement plans and otheremployee benefit plans some
of which are accompanied by an obligation to allocate assets in
ordertofinance these benefits. In France, retirement compensation
and supplemental retirement benefits are defined by collective
bargaining agreements, internal agreements and French legal
provisions. Expenses for the year are financed from current cash
flows. In France there is no legal obligation to make provisions for
these obligations. At December 31, 2008, Rhodia’s contractual
liability with respect to its retirement plans in France amounted to
€856 million.

Rhodia’s projected benefit obligations are based on end-of-career
wages using certain actuarial assumptions thatvary from country to
country, particularly with respect to discount rates, expected long-
term rates of return oninvested plan assets and also rates of increase
in compensation levels. If actual results, especially discount rates
and/or rates of return on invested plan assets, differ from Rhodia’s
assumptions, its retirement benefits and other similar obligations
could be higher or lower and its cash flows could be favorably or
unfavorably affected by financing these obligations.

Rhodia cannot guarantee that it will not be required to make
additional contributions in the future. Such contributions could
have a negative impact on Rhodia’s financial condition and liguidity.
Concerning foreign retirement plans, on December 31, 2008,
Rhodia estimated that the currentvalue of the payment obligations
pursuant to its retirement obligations amounted to €1,241 million
(including €149 million related to countries that, like France, do
not require companies to allocate separate assets to finance these
obligations) and the value of its assets allocated to these plans
was estimated at €946 million. See Note 27 (Retirement benefits
and similar obligations) to the consolidated financial statements in
chapter 20.3.1.3 below.
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4.1.4 RISKS RELATED TO FINANCIAL

MARKETS

For a description of the risks related to financial markets, see
Note 26 (Financial risk management and derivatives) to the
consolidated financial statements in chapter 20.3.1.3 of this
reference document.

As of the date of this reference document, not holding any of its
own shares ar significant equity interests in other listed companies
(3 legal proceeding with SEBI is described in Note 32 (Litigation)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document), Rhodia is not exposed to any equity-related
risks of this nature. As part of its ongoing cash flow management
policy, it only subscribes to monetary instruments that are not subject
to equity-related risks.

The assets of retirement plans are in large part invested in shares
of publicly-traded companies. The allocation is set forth in Note 27
(Retirement benefits and similar obligations) to the consolidated
financial statements in chapter 20.3.1.3 below. As noted in
chapter4.1.3.4, the valuation of these assets affects the financing
of these obligations by the Group.

Moreover, pursuant to its share repurchase plan (resolution 12
approved by the general shareholders’ meeting of May 16, 2008,
which was implemented by a decision of the board of directors
atits July 29, 2008 meeting), Rhodia acquired its own shares to
cover existing plans for the free distribution of shares to employees
and corporate officers of the company and its subsidiaries. As of
December 31, 2008, Rhodia held 1,788,803 of its own shares.

4.1.5 LEGAL AND CONTRACTUALRISKS

4.1.5.1 LEGALPROCEEDINGS

Rhodia is involved in lawsuits arising in the normal course of its
business involving primarily buyers of businesses previously sold
by Rhadia or related to environmental claims or civil liability
compensation claims related to chemical products sold in the
marketplace. Rhadia is also involved in a certain number of claims
that arise outside of the scope of its normal business operations, the
most significant of which are summarized in Note 32 (Litigation)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document.
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4.1.5.2 COMPETITION LAW COMPLIANCE

Given high concentration in certain of its markets, the Group cannot
rule out the risk that it may be investigated for unfair competition
practices by relevant authorities. However, Rhadia is not presently
aware of any such practices or complaints against it.

In this context, the Group carries out its commercial and industrial
strategy with the utmost caution in orderto ensure thatits employees
do not make use of unfaircompetition practices (sbuse of a dominant
pasition, agreements with other players in the market, etc.). Various
tools and resources have been putin place to raise Group employee
awareness of these risks:

2 the Group’s Conduct Policy, subject to reqular updates, gives
the general rules of conduct and principles to be followed and
complied with in the matter by all Group employees;

2 information, training and awareness sessions are offered regularly
on these rules of conduct.

4.1.5.3 PATENT RISKS

In 2008, Rhodia filed 98 patent applications fora range of products
and procedures that have been added to its already considerable
global trademark and patent portfolio. Depending on its operating
needs, the Group may also acquire patent licenses or grant such
licenses. All of the Group’s patents and trademarks are essential
assets forits business activity.

However, the individual loss of a patent or trademark for a product
or procedure would not have material adverse effect on Rhodia’s
earnings, financial condition or cash flow.

4.1.5.4 JOINTVENTURE RISKS

A number of Rhodia Enterprises are subject to risks related to the
operations they carry out through joint ventures in which Rhodia
holds a stake but does not have an exclusive controlling interest.
Certain joint venture partners are also significant Rhodia customers
and/ar suppliers. A list of joint ventures consolidated by Rhodia is
provided in Note 37 (List of companies included in the consolidated
financial statement for the year ended December 31, 2008) to
the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

In accordance with the contracts and agreements regulating the
control and financing of these entities, certain key matters such
as new financing, capital expenditures, approval of business plans
and decisions as to the timing and amount of dividend distributions
require agreement by the partners. There is a risk of disagreement
or deadlock among the partners of these joint ventures. It is also



possible that decisions will be made that are contrary to Rhodia’s
interests. Furthermore, Rhodia’s investments in these jointventures,
both in general and as a result of arrangements with their joint
venture partners, may require new capital expenditures or sales
or purchases of holding companies. Rhodia considers that these
agreements contain standard clauses and conform to standard
practice in international contract, commercial and corporate law.
As of the present, Rhodia does not have a minarity shareholder or
management pasition in its material joint ventures. In the event of
any deadlock in the decision-making process in these jointventures,
in most cases the shareholders’ agreements binding Rhodia contain
deadlock clauses aimed at ending the deadlock.

RISKS RELATED TO FAILURES IN THE
INTERNALCONTROL SYSTEM

If the internal control system related to gathering financial
information were to fail, Rhodia could be unable to provide accurate
financial earnings or prevent fraud.

4155

Rhodia has developed and continues to develop its internal control
systems with the aim of providing reasonable assurance that (1) its
transactions are properly authorized; (2) its assets are protected
against improper or unauthorized use; and (3) its transactions are
properly recorded and reported in the appropriate written documents
S0 3s to assure that financial statements conform to applicable
accounting standards. These internal control systems are designed
using internal resources, outside consultants and, if necessary,
certain of Rhadia’s joint venture partners.

4.2 Risk management

4.2.1 INTERNALCONTROL AND RISK

MANAGEMENT SYSTEM

Rhaodia has a matrix organization that operates transversally,
strengthening managerial performance while incorporating
the Group’s commitment to sustainable development, as well
as the demands expected from a listed company with respect

RISK FACTORS
Risk Management

Any system of control, however well designed and operated, can
provide only reasonable, and not absolute, assurance that the
objectives of the system are met. In addition, the design of any
controlsystem is based at leastin part on certain assumptions about
the likelihood of future events. Because of these and other limitations
inherent to control systems, no absolute guarantee can be given
thatany of the control systems will succeed in achieving their stated
goals in the future.

The internal control system is described in the Chairman’s report
pursuant to Article L. 225-37 of the Commercial Code, included in
chapter 16.5.1 of this reference document.

to corporate governance. The organizational structure has four
main components:

2 worldwide Enterprises that are responsible for their operating
results. They operate globally with extensive autonomy in
managing their operating activities and are responsible for
strategy, marketing &sales, industrial, innovation and the Supply
Chain;
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2 support Functions (finance, legal, purchasing & procurement,
information technology, human resources, communications,
research & development and manufacturing) organized into
shared services that define the processes and offer their support
to the Enterprises;

2 geographic zones (North America, Latin America and Asia-
Pacific), each supervised by a Zone Director, whose role is to
facilitate the implementation of Group policies and practices,
ensure compliance with all local laws and requlations and ensure
directly orindirectly the representation of Rhodia on the board of
directors of local subsidiaries and joint ventures;

2 the Management Committee, which supervises the Enterprises
and support functions and defines and implements the Group’s
strategy and policies.

The material internal control procedures implemented in the
Rhodia Group are described in the Chairman’s Report pursuant to
Article L. 225-37 ofthe Commercial Code, in chapter 16.5.1 of this
reference document.

Rhodia’s principal risk management tools are described below.

4.2.1.1 MANAGEMENT BOOK

Rhodia’s risk management system corresponds to its organizational
structure, thus, within Rhodia there is na single individual responsible
for risk management. The president of each Enterprise, functional
director ormanager of 3 geographic zone is responsible for managing
the risks falling within their responsibility.

Ten processes are presented in the Rhodia Management Book, and,
foreach of these ten processes, a description of functional risks they
may have to confront is presented. These include:

2 the Spring system, 3 dynamic management projections
process;

2 Marketing & Sales;

A |ndustrial;

2 Finance;

2 Legal;

2 Information Systems;

2 Purchasing & Procurement;

2 Human Resources;

2 Communication & Public Affairs; and

2 Research & Development.
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Adjustments taking the changes in the Group into account have been
made to the document. This new version of the Management Book,
approved by the General Management, was distributed in 2008.

The design, development, distribution and control of each process
are the respansibility of the Corporate Process Owner (CPQ), an
expert at the highest level in the group and who is 3 member of
either the Management Committee or the Executive Committee.
CPOs have full authority to make decisions concerning their area
of expertise. They ensure that sub-processes and internal controls
for a given process are applied. CPOs are supported by a network
of internal experts, the Corporate Process Experts (CPE), who are
responsible for key sub-processes.

The objectives to be achieved, the risks associated with the process,
the red lines and the rules to be obeyed, the audit standards and/
or the bodies responsible for internal control are described for
each process.

Red lines are mandatory rules that must be applied regardless of
the circumstances in order to limit the Group’s exposure to major
risks. They define the limits of the managers’ autonomy. Failure
to adhere to these rules results in penalties, administered by the
Management Committee.

Furthermore, a set of additional rules corresponding to good
practices is defined by each support function. Their application
seeks to improve discipline or align practices at each level of the
organization. The support functions are responsible for disseminating
these rules and for ensuring compliance. Failure to apply these
rules may result in penalties administered by the concerned CPO
in cooperation with superiors.

4.2.1.2 COMPLIANCE POLICY

This risk management system includes a code of conduct that defines
the principles of individual behaviorin the various situations of daily
professional life. This policy aims to prevent certain legal risks that
Rhodia employees may encounter and, therefore, evolves with the
Group’s industrial and regulatary environment. The challenges,
recommendations and prohibitions related to the following areas
are presented in a3 document available in French and in English
on the Group’s Intranet site: insider trading/buying and selling
shares (and other financial instruments), protection of confidential
information, protection of the legal entity, conflicts of interest, using
information systems, respect for free competition, good commercial
practices, prevention of bribery (offers of gifts-invitations-financing)
and responsible influence. Itis reqularly updated.

Failure by an employee to comply with the Rhodia compliance policy
may result in penalties.



4.2.1.3 WHISTLEBLOWING PROCEDURE

The whistleblowing procedure, established by Rhadia in July 2005,
is an additional mechanism that allows each employee throughout
the world, whether anonymously or not, to exercise his right to
inform an Ethics committee by mail ore-mail of any failure to comply
with accounting and finance rules or of any fact that could threaten
Rhodia’s vital interests or the personal or moral integrity of its
employees. Respecting confidentiality, the Ethics committee, made
up of five Group employees, investigates the allegations received
before sending the files to the Management Committee, which must
decide on measures to be taken. The National Commission for Data
Protection and Liberties (Commission Nationale de ['Informatique
et des Libertés or CNIL) guidelines were analyzed and taken into
consideration when setting up this procedure.

4.2.1.4  CRISIS MANAGEMENT

A crisis is defined as any established or suspected event that may,
through its potential effects or its media coverage, adversely affect
Rhodia’s image and its strategic interests vis-3-vis customers,
personnel, shareholders or the general public. This event may be
industrial, commercial, logistical, legal, financial, political or social
in nature.

Rhodia’s crisis management procedure aims to disseminate and
share information concerning a potential crisis situation, identify
the individuals responsible for managing the situation, and ensure
effective decision-making and communication throughout the
various entities of the Rhodia Group vis-3-vis the public.

The crisis is managed by the crisis units closest to the events
and players involved, by the site managers, commercial entities,
corporate departments, countries or areas concerned.

4.2.1.5 FRAUD MANAGEMENT

Rhodia has developed a fraud prevention plan that allows fraud
prevention and detection. For the most part, this plan structures
actions already set up orinitiated within the Group and is based on
the main tools conveying the Group’s internal control culture. Inthe
area of fraud prevention it is particularly important to mention:

2 the Management Book;

2 the compliance policy;

2 the code of ethics for financial managers;

2 the whistleblowing procedure;

2 the fraud information and tracking procedure;

2 more generally, all of the rules, procedures and controls; and

2 the role of the internal control and internal audit departments.

RISK FACTORS
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The main references mentioned above are presented in this
chapter 4.2.1 and in the Chairman’s report pursuant to Article
L. 225-37 of the Commercial Code included in chapter 16.5.1 of
this reference document.

In 2006 afraud mapping exercise was conducted which allowed the
formalization of an Anti-Fraud Plan. This plan, presented to the Audit
Committee in 2007 and communication to the Group’s managing
badies (Executive Committee and the management of Enterprises,
corporate functions and geographical zones), was reviewed and
improved in 2008.

Action plans to increase the awareness of various actors of good
practices are regularly carried outwith the Internal Audit department,
eitherin dedicated sessions orthrough aninternal newsletter “Rhodia
News” distributed to all group employees.

In addition, a procedure is in place requiring senior Finance
department members to ensure that all cases of fraud are reported up
the corporate ladder, via an appropriate form, to the Group Financial
Controller and the Director of Internal Audit. The Audit Committee
is reqularly informed of reported cases of fraud and subsequent
actions taken.

4.2.2 MANAGEMENTOFINDUSTRIAL
AND ENVIRONMENTALRISKS

Controlling its industrial risks and taking into account the
environmental consequences of its activities are among Rhodia’s
commitments concerning sustainable development. Rhodia’s
sustainable development approach, presented in chapter 5.3 of this
reference document, provides additional information, particularly
the main actions undertaken in 2008 to continuously improve
control of its industrial and environmental risks.

4.2.2.1 MANAGEMENTSYSTEM

Managing industrial and environmental risks entails identifying and
prioritizing these risks in orderto implement the necessary preventive
and protective measures based on systematic reviews of processes,
installations and workstations.

Rhodia has developed its own safety and environmental management
system, SIMSER +, which integrates the requirements of the
ISO 14000 or OSHA 18000 standards and the principalinternational
regulations. This system, or its simplified version for smaller sites
(Rhodia Rules and Recommendations/3RHSE), is implemented at
all of Rhodia’s sites worldwide.

According to this system, each site is audited every three years.
Furthermare, allinstallations and processes are subject to a security
review adapted to their risks. These reviews are updated every five
years to reflect changes in the laws, developments in scientific
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and technological knowledge, analysis methods and impact
modelling tools.

If 3 significant event occurs at an installation, these reviews are
carried out orupdated immediately. Rhadia has recognized methods
and a network of trained experts to perform these reviews. Particular
care is devoted to the “upper tier” Seveso sites (as defined by
European Directive 96/80/CE of December 9, 1996, known as
the “Seveso” directive, which include installations likely to present
very large risks to the health or safety of neighbouring populations
and the environment, due to the danger of explosion or release of
harmful products) orequivalent forsites outside Europe, i.e., 25 sites
within the historical scope of consolidation® (a site being defined
as the geographic location that could belong to or be operated by
several subsidiaries of the Rhodia Group) on 3 worldwide level
(12 in Europe, including 8 in France). These safety studies allow
us to identify the hazards, whether physical or chemical, and to
evaluate the risks, taking into account the factors in the occurrence of
accidents and potential targets. They make it passible to classify risk
into three categories. Rhodia’s objective is to eliminate the highest
category risks in the year following their identification.

Rhadia also encourages exchanges of experience between its sites,
which for the most part have systems for compiling incidents. A
monthly letter called “Safety Procedures” helps develop these
exchanges.

4.2.2.2 COOPERATION WITHTHE

AUTHORITIES AND THE COMMUNITY

Rhodia cooperates with public authorities through the Union of
Chemical Industries (Union des Industries Chimigues) and the
French Business Confederation (Le Mouvement des Entreprises de
France) for enforcement of the decrees implementing Law 2003-
699 of July 30, 2003, onindustrial risks, and in particular addressing
urban areas surrounding sites that pose risks and the remediation of
polluted sites. Rhadia helps communicate this information through
the Local Information and Consultation Committees (Comités
Locaux d’Information et de Consultation). With procedure DRC 40,
Rhodia uses a methodology recognized by INERIS.

At the European level, Rhodia participates in the Strategy
Implementation Groups (Stakeholders Dialogue, Responsible Care”
and Climate Change) of the European Chemical Industry Council
(CEFIC), whichwark toimplement the principles aimed at promoting
transparency and the dialogue between the European chemical
industries and their stakeholders, as well as safety, health, respect
for the environment and reduction of the effects of greenhouse gas
emissions on the planet.

4.2.2.3 INTERNALPOLICY FOR
CONTROLLING PROFESSIONAL

RISKS

Additionally, the Group’s policy incorparates the prevention of
professional risks in its safety approach.

The signing of the Responsible Care® Global Charter in
November 2006 reinforces the Responsible Care® commitment
(Progress Commitment) in place for more than thirty years. This
risk control policy is one of the three pillars of the Group’s sustainable
development policy and is reflected in continuous performance
improvement. As demonstrated by the work accident frequency
rate, 2008 was marked by the continued improvement in results
as indicated in chapter 17.1.2, below.

4.2.2.4 CAPITALEXPENDITURES
AND PROVISIONS BASED ON

AVAILABLE DATA

Asinthe past, Rhodia intends to continue to invest each yearin order
to comply with the regulations, norms and standards in force. Given
presently available information, capital expenditures are planned to
carry outimprovement projects related to the environment. Similarly,
Rhodia regularly evaluates all of its environmental liabilities and
the means for dealing with them. Rhodia sets up provisions for
environmental risks when it is legally, contractually or implicitly
obligated to do so, when it is probable that this obligation will
translate into an expenditure of resources and when this obligation
can be assessed reliably. Rhodia evaluates these provisions in light
of its knowledge of the applicable requlations, the nature and extent
of pollution, rehabilitation techniques, expenditures schedule and
other available information.

As of December 31, 2008, the provisions created by Rhodia for
environmental liability expenditures (studies, soil and underground
water monitoring, projects to create and operate remediation
devices) amounted to €136 million, compared to €203 million in
2007 and €207 million in 2006 (see Note 28 (Provisions) of the
notes to the consolidated financial statements in chapter 20.3.1.3
of this reference document).

Given the information currently available and the provisions set up by
Rhodia forenvironmental problems, the Group’s current obligations
to comply with the environmental regulations and to undertake
remediation work should not have a significant negative impact on
its operations and future revenue.

(2) The historical scope of consolidation being defined as the scope of consolidation as of December 31 of each year
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4.3 Risk coverage and insurance

4.3.1 EXPOSURETO OPERATING RISKS

FORWHICH PRESENT INSURANCE
COVERAGE MAY BE INSUFFICIENT

Rhodia uses large quantities of potentially hazardous substances that
need to be handled with care. Rhodia is aware of the risks related to
its activity and seeks to contraol them. However, if a major accident
occurs, Rhodia’s results could be significantly impacted. Accordingly,
Rhadia has transferred a portion of these risks to insurers by taking
out standard industry policies.

However, Rhodia cannot guarantee that this coverage:

2 is exhaustive: certain insurance policies for the chemicals
industry may not be offered or may be offered under prohibitive
conditions;

2 is sufficient: claims may exceed coverage limits;

2 can be maintained at the same levels in the future: unfavorable
developments in liabilities and the insurance market could lead
to increased costs.

4.3.2 INDUSTRIALRISKCOVERAGE

After analyzing its industrial risks, Rhodia manages them by relying
firston a comprehensive prevention policy. With its insurers, Rhodia
has set up an important comprehensive industrial risk prevention/
protection program. This program includes the organization of
inspections that are conducted each year by the insurer’s experts
and that seek (i) to evaluate the changes that have occurred at a site
and the corrective actions carried out since the previous inspection
and (ii) to make new recommendations as part of a continuous
improvement pracess. Furthermore, all findings related to these
inspections are recorded in an annual assessment performed by
Rhodia and its insurers.

Worldwide insurance programs supplement this risk control
policy. In order both to minimize the premiums paid to insurers
and to provide strang incentives for prevention, all these insurance
programs include relatively high deductibles.

The Rhodia Group only transfers catastrophic losses to the
insurance market.

Over and above the deductible amounts borne by each of the
operational companies, the Group has set up a retention system:

2 forthe direct retention of liability claims; and

2 forthe retention assumed at the central level through consolidated
captive insurance companies that assume respaonsibility for
casualty claims.

4.3.3 MAIN WORLDWIDE INSURANCE
PROGRAMS

The following description of the principalinsurance policies to which
Rhodia subscribes is necessarily partial and incomplete in order to
comply with confidentiality requirements and to protect Rhodia’s
competitiveness.

2 the Property and Casualty policy absorbs most of the costs
(insurance premiums and prevention program). Itis supplemented
by business interruption coverage not only for standard fire and
explosion risks but also for equipment breakdowns and natural
disasters. Coverage amounts are cansistent with estimated risks.
Most of the industrial sites are currently covered by an umbrella
policy with a limit of €300 million per claim. The largest sites
benefit from additional coverage of up to €800 million, in line
with assessments of maximum possible loss;

2 liability insurance includes:

- 3 civil liability program covering both operating and product
liability,
- the Directors and Officers liability program, and,

- special environmental coverage,

Rhodia believes that the amount of its insurance coverage is
consistent with market practice;

2 theTransport program, with a coverage threshold of €15 million
underwritten on the insurance market (without participation by
the captive insurance company) covers goods that Rhodia stores
as well as goods in transit or stored by third parties.

The Group has set up worldwide programs with a panel of insurers
that satisfy the strictest solvency criteria. The cost of more than 85%
of Rhodia’s premiums carresponds to these programs. However,
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for legal or economic reasons, some countries do not belong to the
worldwide programs. In these cases, coverage is provided where
necessary by local policies issued by representatives of the leading
insurers or, for some countries with special status, by first class
localinsurers.

The total cost of insurance premiums related to these worldwide
programs amounted to approximately €21 million in 2007.
Benefiting from a decline in the market, Rhodia reduced this
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amount to €18 million in 2008, while improving certain terms.
These savings offset a significant decrease in activities between
2006 and 2007. These premiums are paid to insurers and reinsurers
that are independent from the Group.

On January 1, 2009, Rhodia’s property, casualty, general civil and
products liability polices were renewed under good conditions, with
an improvement in the quality of the coverage.
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5.1 History and development of the Company

5.1.1 COMPANY NAME 5.1.3 DATEOF INCORPORATION
ANDTERM

The Company was incorporated on September22, 1989, fora term
of 99 years as of its date of registration or until September 21, 2088,

The Company’s name is Rhodia.

5.1.2 COMPANY’S PLACE barring early dissolution or extension.
OF REGISTRATION AND The Company’s origins date back to the 19th century and more
REGISTRATION NUMBER precisely to two chemical companies, Saciété Chimigue des Usines
The Company is registered with the Company and Commercial du Rhéne and Entreprise de ProduitsAChimiques Etienne Poulenc,
Registry of Nanterre under number 352 170 161. Its APE code WhECh merged in 1328 to ;reate'thon‘e—Poulenc. Oyerthe years,
< 64207, Rhone-Poulenc developed its activities in the polyamide, polyester

and life sciences sectors and carried out impartant acquisitions in
the chemicalindustry. During the 1990s, Rhone-Poulenc refocused
its strategy on life sciences and specialty chemicals.

Rhodia’s current name and organization date from January 1, 1998,
and result from a series of restructuring operations carried out by
Rhone-Poulenc and its subsidiaries.
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Rhodia became a listed company on June 25, 1998, when 32.7%
of Rhone-Poulenc’s stake in its capital was sold to the public. In
October 1999, Rhéne-Poulenc sold its remaining 67.3% stake in
Rhodia’s capital through the sale of 39.1% of the Company’s capital
and through the issue of convertible bonds representing 25.9% of
the company’s capital. In December 2002, Rhéne-Poulenc, now
Aventis, redeemed these bonds early and cancelled them (as a
consequence, Aventis’ stake in Rhodia’s capital on December 31,
2002 was 25.2%). On May 2, 2003, Aventis decreased its holdings
in the capital of the Company from 25.2% to 15.3% through a
purchase and sale contract executed with Crédit Lyonnais (now
Crédit Agricole), involving 17.8 million shares of the Company
or 40% of Aventis’ stake in it. Sanofi-Aventis declared that, on
October 17, 2006, it sold all of its holdings in Rhodia.

5.1.4 REGISTERED OFFICE -
REGULATIONS - LEGAL FORM

The Company’s registered office is located at Immeuble
Cceur Défense-Tour A, 110, esplanade Charles de Gaulle - 92400
Courbevaie.
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The Company’s telephone numberis + 33 (0)1 53 56 64 64.

Rhodiais a French business corparation (société anonyme) organized
under the laws of France subject to all of the laws and regulations
governing commercial companies, particularly the provisions of the
Commercial Code.

5.1.5 SIGNIFICANT EVENTS
INTHE DEVELOPMENT
OF THE COMPANY’S ACTIVITIES

In addition to the information contained in chapter 9, below, the
significant events that have occurred with respect to the development
of Rhodia’s activities since December 31, 2008 are:

2 onJanuary 12,2009, Rhodia signed an agreement to acquire from
Mclintyre Group Ltd. a chemicals company producing specialty
surfactants for the cosmetic industry, employing 200 people
and realizing sales estimated at $146 million in 2008. Rhodia’s
acquisition of McIntyre was realized on February 27, 2009.



5.2 Investments

5.2.1 THE COMPANY’S PRINCIPAL

CAPITALEXPENDITURES
DURING THE PERIODS COVERED
BYTHE HISTORICAL FINANCIAL
INFORMATION

See Note 3.1 (Information by business segment) to the consolidated
financial statements in chapter 20.3.1.3 of this reference document
forsegment reporting information on Rhodia’s capital expenditures
forthe yearended December 31, 2008, Note 3.1 to the consolidated
financial statements on pages 147 and following of the reference
document filed with the Autorité des Marchés Financiers (the French
Financial Markets Authority) undernumber D.08-0182 forsegment
reporting information on Rhodia’s capital expenditures for the year
ended December 31, 2007, and Note 3.1 to the consalidated
financial statements on page 144 and following of the reference
document filed with the Autorité des Marchés Financiers (the French
Financial Markets Authority) undernumber D.07-0257 forsegment
reparting information on Rhodia’s capital expenditures for the year
ended December 31, 2006.

5.2.2 CURRENTCAPITAL EXPENDITURES

Capital expenditures, which include purchases of praperty, plantand
equipmentand othernon-current assets, amounted to €282 million
in 2008.

These capital expenditures primarily involved acquisitions of tangible
assetsin the amount of €241 million. Acquisitions of otherintangible
assets amounted to €41 million and related to computer software
and development costs.

Fifty one percent of capital expenditures relate to assets located in
Europe. This figure includes capital expenditures for information
systems acquired in Europe but used worldwide and capital
expenditures for R&D (for more detailed information, see Note 3.2
(Information by geographical zone) to the consolidated financial
statements in chapter 20.3.1.3 of this reference document).

INFORMATION ABOUT THE COMPANY
Investments

Capital expenditures in 2008 included the following:

2 approximately half of the Group’s capital expenditures is devoted
to the development of the Group’s activities;

Projects in Asia and Latin America represented 57% of
development expenses, the principal projects being:

- the construction of a new unit for the production of high
performance silica in Qingdao (China);

- the construction of a new unit for the production of surfactants
in Roha (India);

- theincrease of capacity of a phenol production unit (Brazil).

The principal North American project concerned putting into
compliance and increasing the sulfuric acid regeneration capacity
at the site in Houston (United States).

The principal project in Europe was:

- production capacity increases of ADN at the site in Chalampé
(France).

2 the other half of the Group’s capital expenditures concerns
investments realized in order to maintain the Group’s production
assets;

On February 27, 2009, Rhodia completed the acquisition of
MclIntyre. The acquisition resulted in a capital expenditure of
approximately €100 million.

The other capital expenditures made, since December 31, 2008,
were to maintain the Group’s production assets.

5.2.3 FUTURE CAPITAL EXPENDITURES

In 2009, Rhodia expects to maintain a very selective capital
expenditure program, with a target of €180 million to
€200 million.
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5.3 External commitments and sustainable development policy

The Rhodia Group considers its long-term approach to sustainable
development and awareness of the environmental consequences
of its activities as fundamental. This aspect of Rhodia’s approach is
presented below. See chapter 17.1 of this reference document for
a discussion of Rhodia’s assessment of the social consequences of
its activities.

The listed company Rhodia S.A. is the financial holding company
thatdirectly orindirectly holds all of the equity interests forming the
Rhaodia Group. Unlike its subsidiaries, its own activity is therefore not
likely ta resultin any notable social orenvironmental consequences.
It does not have any direct operational or industrial activities.

5.3.1 SUSTAINABLE DEVELOPMENT

The overall performance of a3 company is the combined result of its
technical, organizational and commercial successes and its ability to
assume sacial and environmental responsibility. This understanding
guides the Group’s approach to sustainable development.

Undertakenin 2000, as part of the health, safety and environmental
policy initiated more than 20 years ago and endowed with dedicated
personnel since 2003, this approach to sustainable development
is now one of the pillars of the Group’s identity.

This approach is based on Rhodia Way, the framewark of reference for
Rhodia’s responsibility. This framework of reference is stakeholder-
oriented (customers, employees, suppliers, investors, environment
and communities). Its implementation, which began in 2007,
marks a major step in the Group’s commitment to sustainable
development.

This framework allows the managers of the different support
functions and Enterprises to perform their own evaluation of their
entity’s performance with respect to social and environmental
responsibility, to identify limitations and define the corresponding
improvements to be made in a spirit of continuous progress.
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Incorporated into the managerial processes, the Rhodia Way
framework seeks to raise the general level of responsibility for the
Group’s practices through a dialogue involving all personnel to the
greatest extent possible and associating the external stakeholders
concerned whenever necessary.

The second self-evaluation cycle conducted in 2008 involved 100%
of the Group’s target entities (industrial sites, business units and
research centers and the departments of Purchasing, Finance, Legal
and Public Affairs), representing 92% of the Group’s manpower. Each
entity determined its responsibility profile and defined a progress
plan. The progress made with respect to these plans will be analyzed
during the next evaluation scheduled for December 2009.

For 2008, the Group decided to have PricewaterhouseCoopers
verify its Respansible Care® (RC) reporting together with its
verification of the sustainable development framework Rhodia
Way. The Responsible Care® information reporting system being
well-developed within the Group and the internal control system
being well-structured (DRC 06 procedure), it was decided to limit
the extent of PricewaterhouseCoopers’ controls. This explains the
issuance of a report with moderate assurance for 2008, while a
report with reasonable assurance had been issued previously (see
chapter 5.4 of this reference document).

5.3.1.1  EXTERNALAGREEMENTS
EXPRESSING RHODIA'S

COMMITMENT

The commitments made by Rhodia with external partners are
intended to strengthen and focus the Group’s progress objectives.
These voluntary commitments go beyond simple statements
of intention and are accompanied by measurements of the
progress made.
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5.3.1.2 PRINCIPAL AGREEMENTS

..................................................................................

.................................................................................

1997  Signing of the “chemistry industry’s commitment to progress,” a sector specific initiative internationally known under the name
“Responsible Care®” that seeks to promote respect for the environment and personal safety and health.

..................................................................................

.................................................................................

2002  The Group’s commitment in connection with the Assaciation of Companies for the Reduction of the Greenhouse Effect, Assaciation des
Entreprises pour la Réduction de I'Effet de Serre (AERES), to reduce its greenhouse gas emissions in France by 30% for the 1890-2010 period.

2003  Adherence to the UN Global Compact.
2004  Signing of the Diversity Charterin France.

2005  Signing of the Global Social and Environmental Responsibility agreement with the ICEM (International Federation of Chemical, Energy,

Mine and General Workers Unions).

2006 Signing of the Responsible Care® Global Charter. Global initiative of the chemicalindustry (International Council of Chemical
Associations), the objective of the Global Commitment Charter for Progress is to go beyond the principles of “Responsible Care®”
concerning health, safety and environmental performance. Improved management of product cycles (Product Stewardship), greater
transparency vis-3-vis stakeholders, as well as the evaluation and publication of enviranmental performance are amaong the key criteria
of this charter, which identifies the conditions for responsible chemistry.

2007 First evaluation mission in China validating the carrect application in the field for the ICEM global agreement.

2008 Renewal of the ICEM agreement for a 3-year period after updating and integration of the text as part of the Rhodia Way.
Second evaluation mission of the application of the ICEM agreement in Brazil.

..................................................................................

53.1.3 AGLOBALCOMMITMENTTO
CORPORATE AND ENVIRONMENTAL
RESPONSIBILITY

On February 1, 2005, the Rhodia Group signed a global agreement
on Social and Environmental Responsibility with the largest
international union federation (ICEM). This agreement is applicable
to all employees of the Group worldwide.

The first of its kind in the chemistry industry, this agreement
establishes the framework for an ongoing dialogue for compliance
with international employment standards and a set of commitments
specific to Rhodia covering the following areas:

N

health and safety;

2 mobility and employability;

2 social welfare;

2 supplier and subcontractor relations;

2 risk control and respect for the environment;
2 dialogue between labor and management;

2 civil dialogue; and

N

whistle-blowing.

In 2006, the first assessment performed with the ICEM focused on
fulfilling commitments made to provide information concerning the
agreement including:

2 translation of the text into the Group’s five main languages;

.................................................................................

2 availability of the text on the Group’s intranet site;
2 providing information to the Group’s committee; and
2 providing information to the European waorks council.

In 2007, the first evaluation mission was conducted in China by
a delegation made up of members of the ICEM and the Group’s
Management Committee. Visits to two sites and a meeting with
their management and employee representatives demonstrated
that the agreement was being complied with properly.

The successive annual assessments, as well as the findings of the
evaluation conducted in China, were presented to the Group’s
employees’ representative bodies (European works council).

In early 2008, Rhodia and the ICEM renewed the agreement for a
new three-yearterm. The updated, improved textis now anintegral
part of the Rhodia Way.

In late 2008, a combined ICEM/Rhodia Management Committee
delegation conducted the second evaluation in Brazil, which
included a visit to installations and meetings with management,
employees and their representatives. This field visit gave ICEM
representatives the opportunity to conduct a survey of the frequency
rate of accidents, levels of pay, training policies, the percentage
of women in management, the monitoring of suppliers and
subcontractors, and the dialogue between laborand management,
among other things.
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53.14

HEALTH, SAFETYAND
ENVIRONMENTAL POLICY

Pursuant taits initial 1997 Responsible Care® commitment, which
was renewed in 2006 with the Responsible Care® Global Charter,
Rhodia has implemented a policy of continuous improvement as
regards health, safety of individuals and property, the environment,
transport, product safety and security, which is built on the
management system of these areas.

Rhaodia has developed its own system for managing the safety of
its employees and its sites, and for reducing its impacts on the
environment (SIMSER +: System Integrating Management for Safety
and Environment, industrial hygiene and transport specific to Rhodia
forsites with more than 100 people and 3 RHSE-Rhodia rules and
recommendations concerning health, safety and environment-for
sites with fewer than 100 people). This system was certified as
conforming to the OHSAS 18001 standards in 2005 by the firm
DP2i and, with respect to the Environment, is identical to the ISO
14001 standard.

Areporting rate of 100% compliance with the Responsible Care”
Global Charter has been confirmed for all of Rhodia’s entities
throughout the world.

With 100% of its sites audited according to its standards (3 RHSE
and/or SIMSER +) in less than 3 years &, Rhodia’s performance
has been excellent.

As for safety and health risks evaluated within the past five years,
the rate remained at 3 goad level in 2008 a3t 91%.

The Group’s worldwide investments related to health, safety and
the environment amounted to €52.8 million in 2008 including
€16.1 million for health and safety and €36.7 million for the
environment.

53.2 RHODIAS COMMITMENTSWITH

RESPECTTO THE ENVIRONMENT

Rhodia’s environmental policy and related objectives are based on
three principles:

A promoting environmental management;
2 preserving natural resources; and

2 limiting environmental impacts and preserving biadiversity.

5.3.2.1 PROMOTING ENVIRONMENTAL

MANAGEMENT

Rhodia uses its own health, safety and environment management
system (SIMSER +), which is ISO 14001 compliant with respect
to the environment.

Analyses are based on a rigorous identification of the dangers and a
precise evaluation of the risks and potential impacts of the Group’s
activities on the environment. In 2008, 86% of its installations were
the subject of an environmental study that was adapted, performed
or reviewed within the past five years compared to a rate of 80% in
2006 and 90% in 2007.

Regular compliance studies of Group sites are performed which
resultin corrective upgrades. Qur regulatory monitoring allows the
Company to perform necessary studies so as to comply with new
requirements.

In 2007, reporting of accidents/incidents having an impact on the
environment (loss of containment, water, airand ground discharges)
was implemented worldwide and an environmental controlindicator
illustrating these accidents was constructed. This indicator and the
associated action plans allow the sites to improve control of their
discharges and emissions.

Incidents and accidents having environmentalimpact declined 21%
in 2008 compared to 2007. The most significant accidents have
been followed up with corrective actions.

5.3.2.2 PRESERVING NATURAL RESOURCES

The data below are presented on the basis of the group’s current
scope of consolidation @ as of the end of December 2008 and the
developments discussed referto data from prioryears that have been
restated to reflect the scope of consolidation as of December 31,
2008.

Water use

Use of surface and ground water, primarily for cooling installations,
decreased in 2008 (-3.4% compared to 2007). This decline was
mainly in surface water, and, to a lesser extent, in ground water
aquifers.

Use of drinking waterwas also better controlled in 2008 witha 1.7%
decrease compared to 2007.

Aninventory of our sites in water stress zones, as well as a mapping
of their water use and consumption, was carried out.

Energy consumption

Energy Services is the Enterprise of the Group in charge of managing
energy supply, production and greenhouse gas emissions.

Energy Services manages energy purchases for the Group and for
third parties. Fifty-five percent of these purchases are for natural
gas, and 30% for electricity. In France, the Enterprise is the second
largestindustrial purchaser of natural gas, and is ranked among the
10 largest purchasers of electricity.

Energy Services’ mission is also to optimize Group energy production
assets. Within this framewark, the Enterprise deployed energy

(3) Among the sites required to perform audits according to the Group’s applicable internal procedures.

(4) The current scope of consolidation as of December 31, 2008 corresponds to all sites totally or partially belonging (in accordance with the Internal procedure of

Rhodia DRC 06) to the Group at December 31, 2008.
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efficiency measures focusing on optimizing co-generation (an
industrial tool permitting the simultaneous production of thermal
energy and electricity using gas turbines), as well as on reducing
energy consumption and CO, emissions through optimizing
production, distribution and consumption of utilities in industrial
processes such as steam, electricity, gas, heat transfer medium
or compressed air. Significant savings were achieved from this
in 2008.

In addition Energy Services is a founding member of Exeltium, the
French consortium of electro-intensive industries for purchase of
electricity in France, the abjective of which is to negotiate a final
long-term electricity purchase contract at prices based on the costs
of nuclear investment by EDF starting in 2009. See chapter 6.4 of
this reference document.

Waste

Recycling, reuse and thermo-conversion are the technologies used
at the Group’s sites.

All of the Rhodia sites use selective sorting, which makes it
possible to recycle and reuse a portion of the raw materials and
packaging used.

Sixty-seven percent of the waste incinerated in 2008 was incinerated
using thermo-conversion.

5.3.2.3 REDUCING THE IMPACTS
OF RHODIA'S ACTIVITIES

ON AIRAND WATER

Developments discussed in this section refer to data from prioryears
that have been restated to reflect the scope of consolidation as of
December 31, 2008.

Air emissions

Airemissions are subject to regulatory changes, which are becoming
increasingly stringent and more carefully monitored. These emissions
affect climate change because they include greenhouse gas as well
as have an impact on environment and health due to discharges
of volatile organic compounds (VOCs), nitrogen oxides (NOx) and
sulfur oxides (SOx).

Since 2007, indirect CO, emissions connected with electricity
purchases have been reprocessed by applying the national emissions
coefficients instead of the global coefficient adopted by Rhodia.
The total greenhouse gas emissions of the Group in 2008, after
reprocessing, amounted to approximately 6.3 million tons of CO,
equivalent, compared to 7.9 million tons in 2008.

In 2008, Rhodia again significantly reduced greenhouse gas
emissions. Not counting electricity reprocessing, the Group’s
total emissions amounted to approximately 6.9 million tons of
CO, equivalentin 2008 as compared to 8.4 million tons in 2007,
a decline of 17.6% from 2007. Rhodia monetized a part of its

(5) Certified Emission Reduction unit.

reductions by selling carbon credits (CERs ®)) in connection with
Clean Development Mechanism (CDM) projects realized at the
Onsan (South Korea) site and the Paulinia (Brazil) site.

As regards VOCs (Volatile Organic Compounds), Rhodia’s discharges
held steady in 2008 afteran overall decline of 17% since 2005. The
declines recorded at several sites (Santo André (Brazil), Freiburg
(Germany), Saint Fons and Salindres (France) were offset by
data resulting from more exhaustive assessments, specifically at
some French sites as regards undertaking regulatory operations
assessments.

In 2008, sulfur oxide (50x) emissions decreased 7.1%, as
expenditures allocated in 2007 bore fruit (especially in Houston
and Baton-Rouge in the United States).

Finally, with respect ta nitrogen oxides (NOx), which together with
VOCs are precursors of smog (ozone), in 2008, Rhodia achieved a
significant reduction (-10.8%), largely due to lower activity in the
last quarter of 2008 (Livourne) improved control of operations at the
Chalampé and Roussillon sites (France) and to several investments
made in major combustion plants in France (Pont de Claix, Saint
Fons...).

Woater discharges

The laws in certain countries where Rhodia operates require the
establishment of files that include “impacts on fauna and flora”
based on the materials used or the products manufactured when
an operating permit is requested. In France, potential impacts are
examined with regard to the national inventory of natural areas of
ecological, faunistic and floristic interest (inventaire national des
zones naturelles d’intérét écologique, faunistique et floristique)
and significant bird conservation areas (zones importantes pour (3
conservation des 0iseaux).

Chemical oxygen demand (COD), nitrogen (N) and phosphorous
(P) discharges that contribute to the eutrophication of waters,
hazardous substances (halogenated arganic compounds and
heavy metals), suspended matter, pH and temperatures are the
main physicochemical parameters monitored.

The ecotoxicity of agueous effluents and biotic indicators concerning
the receiving enviranment concerned have been measured at a
number of sites, particularly in France.

Reductions in the chemical oxygen demand (COD) of Rhodia’s
discharges, already significant in 2007, continued in 2008
(-12.1%). Specifically, this decline is explained by better control of
our operations at the Chalampé (France) and Baotou (China) sites,
but also less activity in the last quarter of 2008 at the Chalampé
and Saint Fons (France) sites.

The appreciable decline (-19%) in nitrogen discharges (N) is
attributable to better control of operations at our various sites, in
particular at Chalampé, La Rochelle and Roussillon (France).
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The decline of mare than 21% (as in the previous year) in our
phosphorus discharges (P), which is even more significant than our
decline in nitrogen discharges, is explained by optimizing discharges
at the site in Chalampé (France), as well as better control at the
site in Charleston (USA), and by reduced activity at the Oldbury
site (England).

Significantreductionin discharges of hazardous substances expressed
as emissions of absorbable halogenated organic compounds (AOX)
continued in 2008 (-59% as compared to 2007) due to improved
management of operations at the Salindres (France) site. In 2008
AOx discharges amounted to approximately 14 tons.

Finally, discharges of heavy metals, of around 3.4 equivalent tons
of copper, decreased by 27%.

5.3.2.4 ACTIONSTO REDUCE THE IMPACT
OF GROUND POLLUTION

The Group’s policy seeks to improve knowledge about the impacts
of its activities on the soil of its contaminated sites in order to provide
the most appropriate treatments (particularly with respect to “past

5.3.25 ENVIRONMENTAL RESULTS

pollution” or sites where activities have been discontinued) and to
keep use of the “land” forindustrial purposes to a3 minimum. These
actions primarily consist of containment, treatment, incineration or
regulated disposal at regulated landfills, pumping and groundwater
treatment or simple monitoring.

At the end of 2008, Rhodia’s environmental provisions amounted
to €196 million, making it possible to cover the present value of
all expenses that can be reasonably estimated through 2020 and
even 2050 for certain sites, as the case may be. Expenditures, which
amounted to €26.5 million in 2008, cover the costs of impact
control studies and remediation operations as well as the operating
costs of treatment plants both at closed sites and at sites operating
in Europe, North America and Latin America.

In 2008 the following projects were completed: demolition of the
industrial installations at the sites in Mulhouse (France) and Lille
(France) completed in December 2007; elimination of hard-burnt
bricks at Silver Bow (United States); continued demolition of the
formerunitin Cubatao (Brazil); and completion of land remediation
in Wattrelos (France) under the supervision of the Nord-Pas de
Calais Public Land Institution (Etablissement Public Foncier).

The following environmental results are calculated based on historical scope of consolidation © and show the Group’s annual impact.

B ettt rerer e eresessrere s s e anersessnenes 2005
Eutrophication - Total phosphorus and nitrogen (in

tons) 5,082
Deterioration of the aquatic environment — chemical

oxygen demand (COD) (in tons of oxygen) 15,893
Waterwithdrawal (inthousands of m?) .. ... 464,307 .
Rir(inBOnS) ottt 2005
Greenhouse Effect - Total CO, (after elimination

of intra-Group transfers) 23,940,618
Acidification - Total SOx + NOx 31,096
Tropospheric ozone - Volatile Organic Compounds

(VOC) 6,973

....................................................................................

.................. 2006 ... 2007 RRRRNNLCEA
5,043 3,717 3,080
13,389 10,289 8,868
.............. 463,452 ...........422.000
.................. 2006 e 2007 LA
22,559,640 8,402,665 6,564,086
29,093 25,271 23,044
5,939 5,494 5,275

...........................................................................

(1) By reprocessing the indirect emissions in 2008 connected with electricity purchases, by applying national emissions coefficients instead of the global coefficient
adopted by Rhodia. Without this reprocessing, 2008 emissions would have been 7,300,216 and 9,051,572 tons in 2007.

All indicators representative of air and water emissions pollutants
improved in 2008 compared to 2007, even excluding the effect of
disposals (as set forth in chapters 5.3.2.2 and 5.3.2.3).

The year 2008 confirmed the Group’s steady and significant progress
3sregards reducing both its airand wateremissions. The objectives
setin 2005 for 2010 were exceeded, except for the acidification of
the air for which the 2010 objective has been met by 75%.

The emission of gaseous VOCs, SOx/NOx and CO, declined
respectively by 17%, 15% and 72% in 2008 compared to 2005,
whereas the reduction objectives for 2010 were 10%, 20% and
33% respectively.

Waterdischarges, specifically Chemical Oxygen Demand, reflecting
waterdegradation and the presence of nitrogen, phospharus, which
causes eutrophication, were lowered by 34% and 45% respectively

(6) The historical scope of consolidation for year N corresponds to sites belonging, or having belonged, totally or in part to (in accordance with the internal procedure

of Rhodia DRC 06) to Group during year N.
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on the Paulinia site in Brazil and on the Salindres site in France
(2005 data restated to reflect the Group’s scope of consolidation
as of December 31, 2008).

in 2008 compared to 2005, whereas the reduction objective set
for 2010 was 20%.

Greenhouse gas emissions significantly decreased in 2008 due to
two investments realized in 2006 on the Onsan site in South Koresa,

Waste e enesnnenerenenenen e 200D e 20062007 2008
Hazardous waste sent to Technical Landfill Center

(Centre d’Enfouissement Technique) (in tons) 26,082 31,650 7,543 20,490
Non-hazardous waste sent to landfills (in tons) 39,743 29,270 35,554 39,323
Incineration rate with thermo-conversion (3s a %) 67 65 70 68
Energy (in equivalenttonsofoil) . . . 2005 2006 o 2007 2008
Total equivalent tons

(after elimination of internal transfers) 2,298,482 2,154,735 1,913,821 1,824,282

The increase of hazardous waste sent to landfills is the result of dismantling the site in Lille (France).

5.3.2.6 ENVIRONMENTAL INVESTMENTS
AND REMEDIATION EXPENSES

IN 2008

Environmental investments totaled €36.7 million in 2008
(compared to €30.6 million in 2007 and €34.5 million in 2006),
which can be broken down as follows:

2 3ir: €25.7 million (or 70%);
2 water: €8.1 million (or 22%);
2 waste: €1.4 million (or 4%);

2 dismantling of workshaops, sail, noise pollution and landscaping:
€1.5 million (or4%).

Site remediation expenses amounted to €26.5 million in 2008.

5.3.2.7 RHODIA'S COMMITMENTS
TOWARDS RESPONSIBLE

PRODUCT MANAGEMENT
The Product Stewardship Approach

The Product Stewardship approach consists of managing health,
safety and environmental issues throughout a product’s life cycle,
that is, from design to end-of-life.

Each product is assigned a safety data sheet (SDS in Europe - or
MSDS, Material safety data sheet, in North America) that provides
the necessary information regarding health, safety, environmental or
transportinformation, which must be updated at least every three years
according to the Group’s rules. This sheet is then sent to customers
and to research and production teams who are informed of the various
dangers based on the stage at which they are handling it.

At the end of 2008, all four zones—Europe, North America, Latin
America and Asia—met orexceeded theirthree-yearrevision objective
for safety data sheets.

In 2008, the operational deployment of the Compo EHS integrated
database fortracking all manufactured compositions (raw materials
and products) put on the market, represented a significant step
forward forthe Product Stewardship Program. This new traceability
tool, which complies with requlatory requirements, allows Rhodia
continuous qualitative updating of the information that the Group
provides to its customers.

Research and recording of CMR substances
(CMR: carcinogens, mutagens and substances
toxic to reproduction)

Rhodia satisfied the requirement of the European REACH Regulation
to register different substances that it produces or imports.
Furthermore, so as to make continued progress, since 2006, the
Group has also developed its own additional standards (CMR “red
line”). These standards apply globally and, therefore, surpass the
REACH requirements.

The CMR “red line”: Rhodia’s worldwide
voluntary commitment

Within the framework of its Management Book (an internal control
mechanism described in chapter4.2.1.1, “Management Book”, of
this reference document), the Group putinto place in 2006 a special
procedure cancerning CMR substances (all products put on the
market, CMR levels 1, 2 in the European Union and groups 1 and
2Aaccording to the CIRC classification) globally. This “red line” used
at all Rhadia sites requires an inventory of Rhodia’s CMR products,
the systematic research of substitutes, and the management of risks
inherent to these products.
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In 2006, such inventory resulted in identifying five Rhodia CMR
substances that were put on the market alone or as part of another
product contributing to the classification of that product as CMR.
Overthe same period, pursuant toits Responsible Care” commitment,
the Group decided to classify three additional substances, raising to
eight the number of CMR substances listed by the Group worldwide
within the framewark of its internal policy.

In 2007, in accordance with the red line, six of the eight listed
substances were subject to a study of substitution and risk
management involving Rhodia clients. The Group also stopped the
production and marketing of one substance, lowering the number of
Rhodia’s CMR substances to seven that are on the market worldwide
alone aor as components.

In 2008, there were still seven CMR substances marketed by
Rhodia, and studies of substitution were carried out or updated on
all of them.

One of the studies of substitution is particularly exemplary. Thanks
to the analysis of manufacturing process actions and the analytic
monitoring of formaldehyde contents with respect to a product line
intended for the industrial market, the CMR profile related to the
presence of this substance was withdrawn for more than half the
products in this line marketed by Rhodia.

Inventory of CMR substances subject to the
REACH regulation in the European zone:

Rhodia completed pre-registration (the first stage in implementing
REACH) for 736 substances. Out of these 736 substances, three
of seven CMR substances listed on the Rhodia “red line” might be
subject to authorization under REACH as CMR 1 and 2.

In general terms, in 2006, the European Commission estimated
that a total of 30,000 substances must be registered within the
framework of REACH by all European industrial producers and
importers. Out of these 30,000 substances, the EU Commission
also estimates that 700 to 800 CMR substances must undergo
authorization.

Internal organization to comply with REACH

2008 was an extremely busy year due to the launch of REACH, as
regards:

2 the continuation of the inventory of substances subject to
registration and installation of tracking tools for substances
produced and imported by Rhodia into Europe;

2 the continuation of the REACH action plan with Rhodia’s
raw materials suppliers to ensure pre-registration of these
substances;

(7) Indicator based on the aggregate coverage percentages for each production plant.
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2 theinstallation of IT tools (IUCLIDS, REACH IT etc.) developed
by the Helsinki-based European Chemicals Agency (ECHA);

2 the evaluation of the “strictly controlled conditions” status
of isolated intermediates for the first tonnage band (subject
to registration by December 1, 2010). The evaluations show
whether the production and use of these intermediates is being
monitored by HSE management system and that Rhodia is
controlling exposure vis-3-vis health and the environment;

2 the participation in pre-consortia or consortia (jointly with other
producers and importers of identical substances), in order to
prepare for registering substances in the first tonnage band
(subject to registration by December 1, 2010); and

2 the pre-registration of all substances manufactured orimported
by Rhodia and contained in Rhodia products put on the market
in the European Economic Area (i.e. 736 substances in all that
must be registered).

5.3.3 RHODIA'S RESPONSIBILITY
TOWARD LOCALCOMMUNITIES

5.3.3.1  CONTROLLING INDUSTRIAL RISKS

Evaluating risks tied to installations
and processes

Control of Rhodia’s industrial risks is based on a precise evaluation
of existing risks. To this end, a safety audit is performed at all of the
Group’s industrial sites. These extremely detailed “process safety”
audits evaluate the potential risks connected with both products and
processes and are reviewed every five years. This program relies on
a network of process safety experts, supported by process managers
who are responsible for validating the transition from one phase
to another of a project both with respect to production and safety.
The purpose of these procedures is to analyze the prevention and
protection measures required for all the sites and installations and
analyze all the processes in action in order to evaluate the risks by
detecting the key parameters. Rhodia’s principle is to maintain a
high level of vigilance.

The goal is to have performed or reviewed a safety audit for each
installation suited to these risks within the past five years.

An analysis of risks in the area of procedural safety was performed
at 89% of the installations within the past five years. The effort
focused particularly on Seveso or similarinstallations (for countries
outside the European Union) for which a coverage rate of 99% )
was achieved.

Furthermore, at the end of December 2008, Rhodia identified
in its reporting 25 “upper or lower tier” Sevesa or similar sites
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waorldwide (of which 12 are in Europe) with the potential to present
risks for the health or safety of neighbouring populations and for
the environment due to dangers from explosion or emissions of
hazardous products.

............................................................................. 2005
Number of category C “process” accidents 0
Number of category H “process” accidents 1
Number of category M “process” accidents 45
Number of category L “process” accidents N/A

....................................................................................

All accidents originating from a malfunction related to processes
are recorded and analyzed. Rhodia tracks on a worldwide scale the
numberofthese “accidents,” based on theirseverity: C (catastrophic),
H (high), M (medium), and L (low).

.................. 2006 ............. 2007 ORI
0 0 0
3 2 3
19 37 48
N/A 112 324

.......................................................................... .

* In 2007, the scope of process accidents reporting changed. The Group has implemented two reporting methods that will allow it to gain more visibility concerning

the origins of the accidents (accidental or chronic).

Improvements in safety procedures resulted from an approach of
permanent progress and are subject to the constant efforts on the
part of the sites of the Group.

In 2008, forthe ninth consecutive year, no category C (catastrophic)
accidents occurred.

In addition, the number of category H (high) accidents is low and
has remained stable from year to year for the past four years.

Always conscious of improving process safety procedures, in 2007,
Rhodia began level L (low) accident reporting. The increased
awareness of the principal participants of this new reporting led
to improvement in the extensiveness of reporting in 2008, which
explains the increase in the number of accidents in this category
compared to 2007. The analysis of their principal cause is targeted at
the implementation of preventive actions, which should contribute
generally to better control of accident risk.

Lastly, the risk analysis efforts were carried on in France with the
continued development of documentation for Technological Risk
Prevention Plans (TRPP) pursuant to the law of the same name
of July 30, 2003.

Defining emergency plans for managing any type
of accidental situation

Rhodia’s abjective is to produce emergency plans for each entity and
activity which are suited to the risks identified. Rhodia has focused on

Transport accidents were as follows:

....................................................................................

Historical scope of consolidation

....................................................................................

Number of accidents 23

....................................................................................

achieving azero-accident objective. Since zero risk does not exist, the
Groupis preparing for different types of accidents connected with the
industry, transport or products. Given the variety of risks, the Group
has established emergency plans at different organizational levels:
Group, country, Enterprises and industrial sites. The emergency
plans define the roles of each entity depending on the type of crisis
encountered and specify how the different entities must coordinate
with one another to handle a situation effectively. The objective is
foreach Enterprise to establish (orrevise) an emergency plan suited
to its activities.

Since preparing employees to respand to emergency situations is
indispensable to ensuring that they will respond appropriately and
proactively, training has been undertaken in the main countries
in which the Group has an industrial presence. These worldwide
crisis management training programs emphasize the importance
of coordination, cohesion and the mobilization of expertise (inside
and outside the Group) throughout the different stages of crisis
situations.

The following efforts, building on efforts from 2007, were carried
outin 2008:

2 98% of the entities had tested their emergency plan within the
pastthree years (35% reviewed theiremergency plan within the
past three years). This accomplishment confirms the progress
made last year, demonstrating that this is now an ongoing
practice atvirtually all of the Group’s operational entities.

.......................................................................... .

2006 2007 2008
22 25 22
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Close to 55% of accidents are still attributable to events occurring
during transport: efforts to raise carrier awareness will continue in
2009. Almost 45% of accidents occur during loading or unloading
operations: procedure reminders are present at the sites to help
eliminate these problems.

Rhodia pays particular attention to the carriers it chooses by using
CEFIC data. In addition a Sustainable Development and Corporate
Social Responsibility (DD/RSE) evaluation guestionnaire has
been implemented and will be used generally in 2009 to evaluate
suppliers as soon as they are selected. In addition, implementation
of an annual performance review process has begun in the Europe
zane.

The following actions, initiated in 2006, were continued in the
transport field:

2 pursuant to international transport regulations, Rhodia sites
established transport security plans for high consequence
dangerous goods. “Security” means the measures or precautions
to be taken to minimize theft orimproper use of hazardous goods
that may be a danger to people, property or the enviranment;

2 following the commitment that Rhodia made in 2003 to fight
terrorism as part of the voluntary US C-TPAT (Customs Trade
Partnership against Terrorism), U.S. customs conducted an
audit of three of Rhodia’s French sites in 2006. The inspectors
felt that certain good practices used at these sites could be
considered examples that should be publicized. In 2007, they
awarded Rhodia Inc. the highest possible status (tier [1). Triennial
re-certification by U.S. customs will take place in 2009;

2 3 clause related to transport safety vis-3-vis terrorist threats
was added to the new transport contracts. It states, inasmuch
as the transport volumes entrusted to service providers involve
shipments of goods destined for the United States in shipment
cantainers, these shipment containers should satisfy the
requirements of the voluntary U.S. C-TPAT initiative.

5.3.3.2 STRENGTHENING EXCHANGES
AND DIALOGUE WITH LOCAL

STAKEHOLDERS
Proactive information and communication

Since it has agreed to implement a policy to control its industrial
risks, the Group has endeavored to apply it to its entire network and
to explain it to its external stakeholders. It is imperative for Rhodia
to meet the expectations of its stakeholders so that its activities
can be incorporated into its local communities in 3 sustainable
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way. Living near Rhadia sites gives residents, local elected officials
and associations the right to be heard and informed concerning
Rhodia’s activities through open, honest dialogue. Open house days
like the ones held in France or involvement in local information
and consultation committees (CLIC in France, community advisory
panels in the United States, etc.) contribute positively to this goal.

In 2008, Rhodia continued the “emergency communication”
initiative launched by the Union of Chemical Industries (UIC) and
the Ministry responsible for Ecology, Energy and Sustainable and
Territorial Development (MEEDDAT- Ministére de [’Ecologie, de
l’Energie, du Développement Durable et de [Aménagement du
Territoire). This initiative provides emergency information about
incidents, even minorincidents, occurring at the Group’s production
sites ar during transport of its products. Applicable to all Rhodia
production plants in France, this proactive communication approach
strengthens the Group’s dialogue with residents, the local press,
elected officials and other stakeholders.

Involvement in local life

Created by the Group in 2007 in Brazil, the Rhodia Foundation
(Instituto Rhodia) functions as an independent arganization. Its
purpose is to develop social and environmental projects in the
country. The Foundation has funding of $1 million (€735,000) over
six years (2007-2013), which will come in part from the value
created by the greenhouse gas emissions reduction project at the
Paulinia site in Brazil.

This foundation’s first project called Alguimia Jovem (Young
Alchemy), is focused on educating disadvantaged or socially
marginalized youths. It involves the communities near the Rhodia
research centerlocated in this region. Beginning in 20083, the board
of directors of the foundation, composed of Rhodia managers and
employees as well as local community members, will look into
developing new projects.

Rhodia Brazil's support for the Museu de Arte Jovern (program
bringing together art and youth) continued in 2007. Since
March 2008, the Group has been developing a new project called
Memoaria Local Na Escola. This project is intended for children age
nine to 12 who are enrolled in 15 public schools in Santo André,
the city where Rhodia built its first Brazilian manufacturing plant.
The objective is to get children and teachers to think about the
history of their community and to bring young and old together. At
the end of the year, exhibits organized in public places presented
the results of this work and a dedicated website was also created
www.institutorhodia.com.br.
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5.4 Review report from one of the statutory auditors on the
calculation of environmental and safety indicators published
in the Rhodia Group reference document for 2008

Atthe request of Rhodia’s Senior Management, and in our capacity as Our responsibility is to express a conclusion about this data, based
the Group's statutory auditor, we have carried out certain verification on our verification work.

work to obtain limited assurance concerning the following 2008

data, based on historical Group structure for 2008 (all sites that

belonged to Rhodia during the year 2008) and presented in sections NATUREAND SCOPE OF OUR VERIFICATION
5.3.2.5and 17.1.2 of the reference document: WORK

2 Air: greenhouse gases expressed in CO2 equivalent, acidification
(nitrogen and sulphur oxides) and tropospheric ozone (volatile
organic compounds)

Ourwork was conducted at corporate headquarters and at 5 major

sites worldwide, representing 5 operating units, selected on the basis

of 2007 data (main contributors to environmental indicators):

2 Water: water withdrawals, eutrophication (nitrogen and
phosphorus) and damage to the aquatic environment (chemical
oxygen demand and suspended solids)

Onsan Pl (South Korea),

Chalampé (France)

2 Safety: Rhodia personnel (TF1, TF2, TG and deaths), contractors
(TF1, TF2 and deaths) and temporary staff (TF1, TF2 and
deaths), all personnel (Rhodia, contractors and temporary: TF1
and TF2)

Freiburg Acetow (Germany)

Santo Andre Acetow (Brazil)

- Houston Regen Acid (United States)
This data, which is the responsibility of Rhodia’s Senior Management,
has been prepared in accordance with Responsible Care data Ourwork was conducted between December 2008 and the end of
reporting procedures (DRC 06 and the related glossary, DRC 06-01), January 2009.
which represent the standards generally accepted by the global

chemical industry and are available for consultation at corporate Environmental data forthe units visited covers, foreach indicator,

the following percentages of the total figures published by the

headquarters. Rhodia Group:

Greenhouse gases (CO2 equivalent, sfter elimination of intra:Group transfers) 2008, | /...t e 5%,
Acidification (nitrogen and sulphur oxide emissions) 2008 | i ettt 3%,
Tropospheric ozone (VOC emissions) 2008 || . .. . ittt ettt ea et et ens stetesseesessesaesseenead 10% .
Waterwithdrawals 2008 | . e eeeeeeteerterertere st te et e et e et e e s e b e s e b e s ebesaebe e b e e b esaetesaates srsebensrserenssensrsesens 22%,
Eutrophication (nitrogen and phosphorus emissions) 2008 ||| .ot sttt 36%.
Damage to the aquatic environment (COD emissions) 2008 || et et 32% .
Damage to the aquatic environment (suspended solids) 2008 25%

..................................................................................................................................................................

For each safety indicator, data for the units visited covers the following percentages of total hours worked used to calculate frequency
and severity rates:

..................................................................................................................................................................

RNOGIBDEISOMMEL ettt ettt ettt et ettt e et et et e s et et e es et et st ese et e et e e e enenne 12%
COMUTBCL BIMIDIOVERS | ettt ettt ettt e et et e e e st e e e e e et et et ea e s et et e e ese et et saseseseaeeseeseaeenenns 10%.
DOy SIBMT ettt ettt ettt ettt ettt eese ettt eaeen steneene et eeenenneeenenns O
All personnel (Rhodia, contract, temporary) 11%

..................................................................................................................................................................
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We carried out the work described below in order to obtain limited
assurance that the selected data is free of material misstatement.
A higher level of assurance would have required more extensive
procedures.

At corporate headquarters and prior
to the site visits:

2 Assessment ofthe reporting procedures in terms of theirrelevance,
reliability, objectivity and ease of comprehension.

During site visits:

2 \We checked thatthe Group reporting rules were properly applied,
particularly the definitions of the Responsible Care indicators
within our scope of work.

2 Concerning environmental and safety indicators:

- We reviewed the calculation methods used to determine
Responsible Care reporting data, particularly their consistency
and reliability.

- We compared, on a test basis, the data entered in the reporting
system by the operating units with information obtained
from a wide range of sources (including self-assessments,
reports prepared for government agencies, reports by outside
organizations drawn up in the context of local requlations,
internal monitoring documents, invoices and management
reporting data).

- We performed an analytic review of the raw data used to calculate
the 2008 indicators, compared with data for the previous year.

- Where discrepancies were identified, we determined the correct
value based on discussions with the operating unit and Corporate

Responsible Care team, and checked that the necessary
adjustments had been made in the operating unit’s reporting
datasheet.

After the site visits, at corporate headquarters:

2 Forthe sites visited:

- We checked that the data reviewed for the operating units visited
had been properly included in the consolidated data produced
by the reporting managers in the Corporate Responsible Care
Department.

2 Forthe sites that were not visited:

- Wereviewed, on a test basis, the work carried out by the reporting
managers to follow-up and explain the discrepancies between
2007 and 2008 data.

- We reviewed, on 3 test basis, the consistency checks made by
the reporting managers.

- We reviewed, on a test basis, the significant corrections
made by non-visited sites after discussions with the reporting
managers.

We requested the assistance of our experts from the Sustainable
Development Department to conduct this verification work.

Conclusion

Based on ourwark, no material misstatement came to our attention
that would cause us to believe that environmental and safety data
described in the first paragraph has not been prepared in accordance
with the Group’s reporting procedures in 2008.

Neuilly-sur-Seine, February 12, 2009

PricewaterhouseCoopers Audit

Christian Perrier

Statutory Auditor Partner
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Sylvain Lambert

Sustainable Development Department Partner
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This chapter presents a description of the activities, technologies, strategies, growth levers and market conditions
foreach of Rhodia’s Enterprises. Rhodia has a strategy of profitable growth across four platforms: Polyamide,
Novecare, Silcea, and Energy Services. These Enterprises have leading positions in their markets. Through
innovative solutions, they respond to demand created though new environmental factors. Acetow and Eco
Services are two Enterprises that contribute very significantly to the Group ’s profits.

The market positions of the various Enterprises described below are based on management estimates.

6.1 Polyamide

The Enterprise had sales of € 1,789 million in 2008, representing
38% of Rhodia’s consolidated net sales.

With 14 industrial sites and seven research and development
centers, Polyamide serves its clients throughout the world.

As a rare player with production lines integrating diverse
manufacturing processes of different polyamide types and grades,
the Enterprise believes that it benefits from a major competitive
advantage. Upstream of this production line, it produces two large
polymerfamilies-the PA6 and PA6.6 polymers. The PA6 and PAG.6
polymers are obtained from specific manufacturing processes, which
differ depending on the raw materials used. Both of them generate
a series of intermediate products such as phenol, adipic acid, ADN,
HMD, olone, and nylon salts, mainly. Downstream, the Enterprise
develops from the PA 6 and PA 6.6 polymers high-performance
product lines with strong added-value, such as engineering plastics,
industrial fibers and yarns, as well as textiles.

The 6.6 polyamide-based products (intermediates, polymers and
engineering plastics) represent 90% of the Enterprise’s sales. The
polyamide 6 segment, which is highly competitive due to the large
number of players in the market, represents 10% of Rhodia’s sales.
While serving its own needs, this segment offers full service to its
customers, mainly on the Asian textile and fiber market.

The Enterprise is seeking profitable growth through:

2 the development of its intermediate and polyamide 6.6 polymer
markets, which, according to company estimates, ranks Rhodia
as world’s second largest producer amang four leading market
players.

2 the development of its high added-value engineering plastics
offer, an extremely concentrated sector, in which it holds the
numberthree position behind DuPont and BASF. Rhodia believes
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Polyamide

thattechnological and financial barriers to entry have reinforced
the concentration of the sector.

2 the implentation of a worldwide program to reduce production
costin order to increase its competitiveness.

The following are products from the Enterprise’s polyamide chain
and related markets:

2 intermediates are manufactured from petrochemical derivatives
(natural gas, butadiene, coumene, ammonia, nitric acid and
cyclohexane, mainly). They are essential elements to obtain the
PA 6.6 polymers required for manufacturing technical plastics,
industrial fibers and textile yarns. With the STABAMID™ brand,
the Enterprise offers a full line of PA 6.6 polymers, which
contributes new features such as UV protection and antistatic
functions. Intermediate products from HMD also have application
in paints;

2 solvents and derivatives, which are exclusively manufacturedin
Brazil, have a strong competitive position and make the Enterprise
a recognized leader in Latin America for phenol, bisphenol A,
adipic acid and oxygenated solvents:

- phenol is the principal raw material needed to produce the
resin used for plywood production (construction), foundries
(automotive industry) and abrasives,

- oxygenate solvents (acetone, acetic acid and its derivatives)
are used in the automotive industry (paints, metal cleaning)
and industrial products (flexible packaging, coatings, adhesives,
agrochemistry, textiles and leather) or consumer goods (home
and personal care). Such products have a high solvent power,

Stabamid™

Intermediates
and polymers

Oxygenated solvents

Industrial paints, textiles, tires, airbag,
automotive, electronics

Industrial paints, leather, automotive,
packaging, inks, industrial products,
consumer goods

Automotive, electrical, electronics,
industrial goods, consumer goods

Engineering plastics

Engineering yarns
and fibers

Textile yarns

Automoative, tires, filtration, printing,
ropes, carpets, furniture, textiles

Lingerie, clothing and sportswear

Since late 2007, the general conditions of the warldwide
Polyamide 6.6 market have changed, mainly due to a decline in
consumption in North America and in the rug fiber market. This
slowdown created a polymer overcapacity that local North American
producers put back into European and Asian markets. At the same
time, in Europe, a slowdown in demand started taking effect in
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low toxicity and have a low impact on the ozone layer. They
are biodegradable and as such, are the primary alternative to
chlorinated solvents.

2 engineering plastics are used for their mechanical and thermal
properties in high-tech sectors, such as the automotive, electrical,
and electronics industries, and in a3 number of consumer and
industrial goads such as sports and recreational equipment. A
business with a high rate of innovation, Rhodia’s engineering
plastics provide high value-added functional qualities, such
as high mechanical, chemical and thermal performance, and
excellent surface appearance, which are adapted to meet the
specific requirements of applications. Engineering plastics are
increasingly used as alternatives to steel and aluminum, which
leads to significant weight savings and gives designers greater
freedom. The keys ta the success of Rhodia’s engineering plastics
activity lies in the worldwide application of its offer, its capacity
to innovate and the competitiveness of its goods and services.
The Enterprise has launched more than 20 new product lines
in five years. Its flagship brand, Technyl” is regularly enhanced
by innovations;

2 technical yarns and fibers are mainly manufactured in Valence
(France), and in Brazil. The flagship line of polyamide fibers,
Passaréa™, intended forthe automobile market, is exceptionally
durable as regards wear and light-fastness resistance;

2 industrialyarn, produced exclusively in Brazil, is used in lingerie,
clothing and sportswear.

The new product lines launched by the Enterprise in 2008 are
presented in “chapter 11 - Research and Development” of this
reference document.

Invista, BASF, Solutia, DuPont,
Asahi, Radici

BP, Celanese, Exxon, Dow,
Oxiteno, Shell,

Technyl® Technyl® Force, Technyl®
Alloy, Technyl® Xcell, Technyl® SI,

Technyl® XT, Technyl® HP, Technyl
Star™, Oromid, Technyl Star™, AFX

Sylkharesse® Noval® Passoréa™

Amni® Emana™

DuPont, BASF, Lanxess, DSM,
Solutia

Invista, Acordis, Asahi, Dusa,
Honeywell, Solutia, Toray

Invista, Radici Nilit, TWD, Hyosung

the second half of 2008, especially in the automative, textile,
construction and building markets.

Lastly, 3 weak American dollar against the euro, as well as a record
increase in raw materials and energy costs proved to be unfavorable
for the Enterprise, especially during the first nine months of 2008.
In this context, the Enterprise carried out an extremely determined
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policy of sale price increases, which, at first, allowed it to almost
neutralize the rise in supply costs. Furthermare, the Enterprise began
to refocus its industrial activities in order to be more competitive.
Against this backdrop, an action aimed at optimizing production
and research &development facilities in Europe was launched in the
fourth quarter of 2008, an outcome of which will be the closing of the
Ceriano (ltaly) site in the beginning of 2009. This plan constitutes
the first phase of a broaderwarldwide program to cut approximately
€60 million in costs by 2011.

6.2 Novecare

The Enterprise had sales of €971 million in 2008, representing
20% of Rhodia’s consolidated net sales.

Novecare provides high performance chemicals to a wide array of
industries serving key segments of the cosmetics, detergent, ail,
agrochemical, automotive, construction and building markets.

The strategy of the Enterprise is to generate growth that is both
profitable and durable by serving niche markets in which it holds
solid leadership positions as well as recognized technological
expertise. Furthermore, Novecare develops its activities through
ambitious research projects that it carries out in partnership with its
strategic customers. By relying on its strong innovation capacity, the
Enterprise undertakes short-terminnovation programs for the design
of rapidly marketable tailor-made formulations. Simultaneously, it
carries out breakthrough innovation programs involving innovative
products and processes designed for high-growth target markets.
In addition, Novecare is developing research partnerships with
recognized organizations in order to enhance and increase its
innovation potential both at research and technical expertise and
market know-how levels.

With 22 industrial sites and four regional corporate headquarters
located in Cranbury (United States), Aubervilliers (France) and
Sao Paulo (Brazil), as well as its European sales service platform,
the Enterprise benefits from a worldwide R&D presence that it
strives to reinforce in strong-growth and high-potential markets,
particularly in Asia and Latin America. Itis positioned as a key partner
by ensuring local follow-up with its worldwide customers, as well
as the same level of service and product quality in every region
where it operates.

Novecare

During the fourth quarter of 2008, a sharp acceleration of the
deterioration in the worldwide macroeconomic environment resulted
in a steep fall off in demand in all geographic zones where the
Enterprise operates, especially in the automobile market. However,
despite this apparent slowdown, Asia, where the Enterprise has
a solid industrial base, continues to experience significant annual
average growth and represents, in this respect, a future growth
driver for Polyamide.

The Enterprise’s products and related markets are the following:

2 surfactants are molecules made up of two distinct parts, one
with a strong affinity for oils the other for water. They are used
as performance additives in formulations serving the personal
care and household markets;

2 phosphorus derivatives used in numerous applications, from
water treatment to agrochemical products and fire protection;

2 natural polymers and their derivatives are vegetable-based
and water soluble. They have properties used to madify texture
or rheology, emulsify ails, stabilize complex formulations and
prolong the efficacy of active agents or even modify surfaces.
They have applications in several markets, such as cosmetics,
agrochemical formulations and oil drilling;

2 specialty polymers are obtained by radicular polymerization or
by condensation. The broad range of these products responds
to both diverse and specific needs. Specialty monomers, used
in small quantities, improve the performance of coatings and
adhesives on emulsion, solution or polymerization;

2 formulations are systems with multiple components which bring
camplementary and synergetic characteristics to application
products having multifunctional properties such as detergents,
personal care products, metal treatment and agrochemicals;

2 dibasic ester-based solvents are molecules produced by
diacid esterification with a number of alcohols, thus producing
a3 biodegradable, nontoxic and environmentally responsible
solventwhichis used in several areas, notably, in the treatment of
metals and surface coatings and dressings as well as in industrial
cleaning.
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Novecare

To respond to the strong demand generated by economic,
environmental and social factors, sustainable development has
become the main focus of the Enterprise’s portfolio of innovations.
In 2008, Novecare launched 55 new products and realized more
than 20% of its sales through products that were less than five years
old. The percentage of its net sales that are allotted to research
and development is greater than the average amount invested by
other Enterprises of the Group. Emphasis was placed on targeted
innovation programs requiring basic competence in biodegradable
solvents, biological herbicide activators, rheology and surface
modification.

On the personal care and household markets, Novecare’s new
products address three strategic segments: hair and skin care,
specialty cleaners and specialty polymers forhard-to-clean surfaces.
Innovations patented by Novecare provide consumers with multiple
benefits, while offering manufacturers competitive solutions (easy
formulation and adaptation).

In the field of high-performance solutions:

2 in the petroleum extraction sector, Novecare offers a broad
range of efficient chemical products for the drilling, yield and
reinforcement of wells by means of 8 wide range of technologies
including guar-based biopolymers (Jaguar®), synthetic polymers,

surfactants, phosphorus derivatives (Aquarite®) and biocides
(Tolcide®);

2 on the agrochemistry market, Novecare’s strategy is aimed at
developing new “bioactivators” for liquid glyphosphate-based
formulations generally used as herbicides and expanding its
supply of ecological solvents for pesticides.

In the field of industrial formulations:

2 intheindustrial solvents sector, Novecare continues to strengthen
its leadership position in ecological solvents by launching several
projects designed to respond to the strong growth of that market,
as well as to the growing demand for products to meet ever-
stricter environmental and use standards;

2 other products or product lines with a sustainable development
dimension were launched in 2008 in the specialty phosphorus
derivatives sector as well as in the paint and industrial coating
market.

The new products and product lines launched by the Novecare
Enterprise in 2008 are presented in “chapter 11 - Research and
Development” of this reference document.

Surfactants

Phosphorus derivatives
Natural polymers

Polymers and specialty
monomers

Formulations

Solvents

Cosmetics, detergents, agrochemical
formulations, lubricants, emulsions,
polymerization, petroleum

Fine chemistry, agrochemicals, water
treatment, fire protection, oil

Cosmetics, detergents, agrochemical
formulations, industrial formulations, oil
Cosmetics, detergents, agrochemical
formulations, industrial formulations,
polymerization, emulsions

Cosmetics, detergents, agrochemical
formulations, industrial formulations

Foundries, steel sheet casing and

Miranol, Dermalcare, Miracare,
Soprophor, Lubrhophos, Supersol,
Abex, Rhodafac, Geropon, Antarox,

Supragil, Alkamuls, Igepal, Rhodacal

Praban, Amgard, Tolcide, Briquest,
Bricarr, Albrite, Aquarite

Jaguar, Rheozan, Rhodopal,
Rhodicare

Geropon, Mirapol, Polycare,

Carbomer, Glokill, Albritect, Repel-O-

Tex, Sipomer
Mirasheen, Supersol, Miracare SLB

Rhodiasolv

Akzo Nobel, BASF, Clariant,
Cognis, Croda, Dow, Evonik,
Huntsman, ICl, Sasol (Condea),
Shell, Stepan

Bayer, Solutia, Cytec, Thermphos,
Clariant, Ciba Hercules, Lamberti

Hercules, Lamberti

BASF, Arkema, ISP, Dow-
Amerchol, Evonik, Clariant,
Rohm & Haas

Cognis, Clariant, Zeller

Invista, Cytec

lithographic varnish, cleaners, paint
additives

Throughout the year, Novecare experienced satisfactory growth in
the personal care, household and agrochemical markets, as well
as in the oil industry. The industrial formulations sector, which
serves mainly the automobile, construction and building industries,
was affected by the rapid deterioration in the macroeconomic
environment in the fourth quarter of the year.

In addition, Novecare successfully offset the significant rise in raw
material and energy costs in the first nine months of 2008 thanks
to a reinforced price increase policy, which included its polymer,
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monomer, detergent, guar-based and phosphorus derivative
activities. Over the course of the year, and despite a sharp drop in
demand in the industrial formulations sector in the fourth quarter,
the Enterprise’s profitability grew compared to 2007.

The operational excellence programs (Six Sigma, World Class
Manufacturing, etc.) to improve competitiveness and productivity
continued in 2008, and made it possible to generate significant
savings through approximately 130 projects around the world,
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involving the optimization of industrial assets, variable and fixed
production costs and the supply chain.

In addition the Enterprise expanded its ISO 9001 certification to all
itsindustrial sites - 22 of them, four regional corporate headquarters
located respectively in Cranbury (United States), Aubervilliers
(France), Singapore and Sao Paulo (Brazil), as well as its European
sales service platform, thus demonstrating its capacity to provide
the same level of service and product quality in all geographic zones
where it operates.

Mareover, Novecare made several investments to shore up its
presence in high growth geographic zones and markets:

2 inIndia, the Enterprise began construction of a new surfactants
production unit, which will meet growing demand for personal
care and household products;

2 the Enterprise signed an exclusive partnership agreement
with KCI, 3 South Karean specialty chemicals company, for
the provision of polymers enabling shampoo and shower gel
formulation. With Novecare formulating ten products from

6.3 Silcea

The Enterprise had sales of €746 million in 2008, representing
16% of Rhodia’s consolidated net sales.

The Silcea Enterprise combines three main businesses: high-
performance silicas (Silica Systems), and rare earths (Electronics &
Catalysis) and the diphenol product line, derived from the phenol
chemistry product branch. Emanating from the restructuring of the
former Organics Enterprise, © the diphenols activity was integrated
into Silcea in the first quarter of 2008.

Silcea is the world leaderin each of these domains. The Enterprise
has 18 production units, located in Europe, North America, Latin
America and Asia.

Based on its technological leadership and presence in expanding
markets, Silcea’s strategy is to pursue profitable and durable
growth:

2 by differentiating itselfthrough a complete and innovative product
portfolio, responding to increasingly strict environmental and
reqgulatory constraints;

2 by creating unigue partnerships with certain major customers;
and

Silcea

KCI's Polyquatermium product underthe Polycare® brand name,
Novecare has become the first company that can offer a full line
of polymer conditioners for hair care;

2 in early 2009, the Group acquired Mclntyre Group Ltd, a
chemicals company producing specialty surfactants. This targeted
acquisition will facilitate both cansolidating the Novecare product
line on the health and beauty segment, and enhance its offer on
the hair care and industrial and domestic detergents segment.
In addition, this consolidation will encourage developing
applications in oil excavation and agrochemistry, as well as the
emergence of new opportunities in strong growth regions such
as Asia-Pacific and Latin America.

Lastly, on the Asian detergents, cosmetics and industrial applications
market, the Enterprise should benefit from the expertise of the
new international Research and Development center based in
Shanghai (China), inaugurated by the Group in November 2008,
one of the main missions of which is to develop formulations
combining competitiveness, high-performance and respect for the
environment.

2 by reinforcing its worldwide presence through geographic
growth.

The Enterprise’s products and related markets are the following:

Silcea’s silicas are amorphous silicas generated by chemical
reactions and precipitation. The process consists of mixing sand
and sodium carbonate and baking the mixture at 1,400 degrees
Celsius to obtain a silicate of sodium. After dissolution and dilution,
the resulting sodium silicate is neutralized through precipitation
with sulfuric acid. This stage is decisive in the production of high
performance silicas. Afiltration process eliminates by-products. The
high performance silicas are thereafter washed, dried, crushed and
stored.

As the inventor of high-performance silicas in the 1990s and the
world leader of such technology, the Enterprise primarily services
the tire industry. Silcea has developed products that are essential
to numerous innovations, such as high-performance, low energy
consuming “green” tires, which are used by most of the world’s tire
manufacturers. Itis also used in the animal nutrition and toothpaste
markets.

(8) The Isocyanates business was sold to Perstorp and the Salicylics business was integrated into a Business Unit included in “Corporate and Other”.
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Silcea

Rare earths are natural elements, like iron or oxygen, present in
large quantities in the earth’s crust. Rhodia Silcea is involved in
the processes of separating and finishing these elements to a high
degree of purity. Rhodia Silcea then uses them to produce high
value-added compositions adapted to clients needs. The Enterprise
serves the electrical and electronics markets (luminescence for
low energy light bulbs, for LCD and plasma flat screen televisions,
high precision optics, polishing, electronic components and
semiconductors) and the automobile catalysis sector (reducing
pollution from gas-and diesel-driven vehicles). Rhadia recently
acquired an alumina washcoat business, the production of which
is based in Cincinnati (United States), and which supplements its
materials offer for pollution control solutions for cars.

.................................................................................

.................................................................................

High-performance silicas Tire industry, rubber technical pieces,
elastomers and silicones, sports shoes,
animal food and nutrition, dental hygiene,
etc.

Rare earth-base Luminescent materials for flat screens and

compositions, alumina for low-energy light bulbs. Polishing powders

washcoats for precision optics, flat screens, luxury
accessories and electronic components.
Formulations for automative pollution
abatement for gasoline and diesel powered
vehicles

Diphenol product branch  Synthesis of aromas and olfactory notes for
the food industry, fine perfumes, cosmetics
and detergents. Performance products
forindustry: polymerization inhibitors,
agrochemistry, conventional photography

.................................................................................

Before feeling the effects of the deterioration in the macroecanomic
environment in the late fourth quarter of 2008, Silcea benefited
from positive conditions in its four main markets until the third
quarter, including:

2 The low-energy consumption tire market

On this market, Zeosil® high-performance silicas experienced
strong growth, due to increased penetration of this technology
in Europe. In addition, the Enterprise launched a new generation
of high-performance silicas with the Zeosil® Premium product
line in the beginning of the year.

Mareover, driven by increased enviranmental awareness, growth
in North America and Asia proved to be dynamic. To serve the
Asian market, construction of a new factory for high-performance
silicas in Qingdao (China) started in 2008.
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Luminostar™, Cerox™, Opaline™,
Superamic™, Neolor™, Eolys™,
Actalys™, Optalys™

Silcea is the world’s largest producer of diphenols, 3 product branch
which includes: hydroguinone, catechol, vanillin and ethylvanillin.
Hydroquinone is found on the polymerization inhibitors and anti-
oxidizer market. Catechol is an intermediate mainly used in the
manufacture of vanillin and ethylvanillin, as well as in agrochemistry
applications. Vanillin and ethylvanillin are ingredients indispensible
to the aroma and perfume market. Its world leadership is founded
on competitive processes, significant technological progress and
strong customer relations. Silcea is the only playerin the sector to
have three production sites on three continents: St Fons (France),
Baton Rouge (United States) and Zhenjiang (China), which began
production in 2007.

................................................................................

Zeosil® Zeosil® Premium, Tixosil®,
Tixolex®

Evonik, Huber, PPG, OSC

NeoMaterial, DKK, MEL, Chinese
producers, Innaspec, Infineum,
Sasol, Mitsui, SDK

Rhovanil® Rhovanil® Natural,
Rhodiarome® Rhodiantal™
Rhodiascent™

Borregaard, Jiaxing, Mitsui, Ube,
Eastman

................................................................................

2 The automobile catalysis market

Sustained by changes in laws and increased environmental
awareness, this market benefited from the deployment on the
European level of particle filters for private diesel vehicles for
which its Eolys™ additive technology is a market reference with
more than 3.5 million vehicles equipped to date.

In addition, materials for Actalys™ and Optalys™ catalytic
converters forgas motors and alumina forwashcoats supplement
the existing offer fortreatment of emissions. In this sector, where
innovative solutions are proposed thanks to the synergies
between alumina and rare earth oxides, sales rose until and
throughaut the third quarter.
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2 The electricity and electronics market

Onthe electricity market, growing requirements forenergy savings
generated increased demand for rare earths-based luminescent
materials (Luminostar™ line) to produce energy-efficient light
bulbs, which are progressively replacing incandescent ones.

On the electronics market, the demand for luminescent materials
(Luminostar™ line) and polishing powders (Cerox™ and Opaline™
lines) rose, driven by growth in the flat screens market. Lastly,
growth in portable electronic devices (mini-computers, etc.)
resulted in an increase in demand for performance materials
(Superamic™ line).

The aromas and perfumes market

Following the recent food crises, particularly in Asia, emerging
countries reinforced their requirements in terms of product
traceability and food safety. Thanks to its products which meet
the most stringent regulations and which implemented the most
environmentally responsible technologies, Rhodia’s position on
the aroma market has been continuously strengthened.

In Europe and the United States, the growing demand for high-
intensity aroma formulations, which enhance product taste of
sugar free, low fat and low calorie products, generated a rise in
demand forvanillin and ethylvanillin (Rhovanil® and Rhodiarome®
brands).

In addition, natural vanillin (Rhovanil® Natural), produced by
Rhodia, shored upits share of the market due to growing pressure
fora “natural aroma” labeling, particularly in the ice cream and
drinks segment.

The performance products for industry market

Verywell positioned on the Asian market, the Enterprise benefited
from strong growth in the need for polymerization inhibitors
related to the installation of new manomer capacity (styrene,
butadiene, acrylics and esters) in Asia. Furthermore, the demand
for agrochemistry intermediates experienced strong growth,
particularly in Latin America, driven by the desire to use energy
sources that provide alternatives to oil, especially biofuels.

Silcea

Additional information on new products and product lines
launched by the Silcea Enterprisein 2008 are presented in Chapter
11 Research and Development of this reference document.

Throughout the year, the Enterprise was confronted by a sharp
rise in raw materials and energy prices, which it almost fully
offset thanks to its well managed product mix and its increased
sales prices.

Like the rest of the industry, the rapid deterioration in the
macroeconomic environment affected Silcea in the fourth
quarter, which resulted in, as from this quarter, 3 steep drop in
demand in all its markets.

Nevertheless, the Enterprise’s complete and competitive high-
performance product portfolio, responding to increasingly strict
environmental and regulatory constraints, as regards human
health and the environment, represents a genuine asset to reduce
its exposure to market cycles.

Therefore, despite the marked slowdown in the automabile
sector, the change in the law as regards emission reductions
should continue to benefit the Enterprise’s rare earths business.
The applications of this business in the electronics and electricity
sectorshould benefit from favorable growth prospects, particularly
in the flat screen TV and energy-efficient light bulb segment.
Furthermore, with its silicas technology, the Enterprise intends
to strengthen its position on the replacement tires segment,
which represents 70% of total worldwide sales and which is less
exposed to an additional drop in demand than the new vehicles
tire segment. Closely related to consumer goads, the diphenols
business (food aromas, olfactory notes for detergents) remains
exposed to 3 lesser extent to market cycles overall.

Lastly, on the Asian market, where Silcea has a solid industrial
and commercial base, the Enterprise continues to benefit from
favorable growth prospects.
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Energy Services

6.4 Energy Services

The Enterprise had sales of €233 million in 2008, representing
5% of Rhodia’s consolidated net sales.

Energy Servicesisin charge of supplying the Group with energy and
managing Rhodia’s projects in the field of greenhouse gas reduction,
pursuant to Rhodia’s commitment to fighting climate change.

In the field of greenhouse gas emissions, the Enterprise’s mission
is to ensure the development of emissions reductions projects of
Group sites, and produce Certified Emission Reductions (CERs) in
accordance with the Kyoto Protocol or pursuant to a framewark of
voluntary projects. In 2008, the volumes of CER received by Rhadia
represented approximately 14% of all CER emitted worldwide.

The manufacture of adipic acid, of which Rhodia is the world’s
second largest producer, and its use as a raw material for Polyamide
6.6, generates nitrogen protoxide. Nitrogen protoxide or N,O is one
of the greenhouse gases identified by the Kyoto Protocol. Within
the framewark of the Clean Development Mechanisms (CDM)
of the Kyoto Protocol, Rhodia developed two plans to reduce its
greenhouse gas (N,0) emissions on its sites at Onsan (South Korea)
and Paulinia (Brazil). Operational since late 2006, the facilities
deployed to reduce the emissions of these sites have proved reliable
and efficient. Since 2007, they have enabled the Group to receive
approximately 13.5 million tons of CER peryear. The Group expects
to generate approximately 13 million tons of CER in 2009, of which
55% has been hedged at €15.50 per ton.

Furthermore, within the framework of the Chicago Climate Exchange,
Rhodia reduced its emissions from its sitesin Brazil, in particular
through a project to substitute fossil fuels (project to change from
fuel to natural gas).

In 2008, Energy Services developed the first greenhouse emissions
reduction program on the French national territory that falls within
the framework of the Kyoto Protocol. This program concerns the
Salindres (France) facility, which produces trifluoroacetic acid.
The production of acid does not impact stratospheric ozone and
is therefore not cited in the Montreal Protocol. Nevertheless the
production process does coproduce greenhouse gases recognized
by the United Nations Framewaork Convention on Climate Change
(UNFCCC) Secretariat. The program will facilitate destroying
these coproducts as well as other greenhouse gases not included
in the Kyoto Protocol. These emissions reductions will give
rights to Emission Reduction Units (ERU) at a volume estimated
at approximately 200,000 CO, equivalent tons per year over the
2009-2012 period. The first deliveries should be made during
20089. After being validated by an accredited independent auditor,
the French Ministry of Ecology, Energy, Sustainable Development
and Territorial Development (Ministere de [’Ecologie, de 'Energie,
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du Développement Durable et de [Aménagement du Territoire)
approved the program in 2008.

The Group has partnered with Société Générale Energie (3 100%
owned subsidiary of the Société Générale group) to reduce the risks
associated with the volatility and fluctuation of the emission credit
market and to maximize the value of its CERs. In 2006, Rhodia
created orbeo, 3 company it owns in equal partnership with Société
Générale Energie.

Based on anintegrated upstream and downstream business model,
which combines industrial and financial expertise, orbeo operates
across the carbon chain, from projects to markets, and is one of the
leading buyers and sellers of CO, products. orbeo offers origination
(identification and development plans of reduction of greenhouse
gasforthird parties), trading, optimization of carbon credit portfolios
and structuring of personalized transactions for all types of customers
such as industry, governments and investors. orbeo is an entreprise
d’investissement certified by the Committee of Credit Institutions
and Investment Enterprises (CECEI).

In 2008, orbeo continued to grow on the world carbon markets.
The company was selected to be a3 market maker for carbon futures
contracts in equivalent carbon dioxide (CO,e) units on the Montreal
Climate Exchange. orbeo is also a market maker on the BlueNext
environmental exchange for derivative future contracts on European
Union Allowances (EUA) transactions.

orbeo also benefited from the launch of the International Transaction
Log (ITL), which contributed to increasing liquidity of the CER market.
The company was also the first to process a CER options contract
on the European Climate Exchange with the ICE electronic trading
platform. Processing options on CERs provides greater liquidity to
the market and enables orbeo to develop hedging strategies foritself
and forits customers.

Through its trading business and the development of new products,
orbeo supports the emergence of a global, fluid environmental
market; orbeo thus contributes to providing a significant and
reliable CO, market price, which allows manufacturers to assess
the profitability of their future industrial investment plans.

In the origination field, many contracts were signed in 2008. For
example, orbeo signed a purchase agreement with Hysacam, a
Cameroonian company specialized in waste disposal. Based on
the recycling of gas emitted from a landfill in the Cameroon, this
unprecedented projectshould curb 400,000 tons of CO,, emissions
by 2012, and create 200 jobs; and it should be registered within
the framewaork of the Clean Development Mechanisms (CDOM) in
July 2008.
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Aside from increased activity in China, a country which is home to
avery large portion of greenhouse gas emission reduction projects,
orbeo has expanded its geographic coverage and signed emission
reduction purchase agreements in Latin America, Vietnam and
Africa.

As regards the sales of carbon credits, orbeo concluded, togetherwith
Rhodia Japan, a new dealin 2008 involving approximately 8 million
tons of CER overthe 2008-2013 period, with the New Energy and
Industrial Technology Development Organization (NEDQ), whichis
the administrative agency in charge of the CER purchase program to
meet Japan’s Kyoto commitment. Furthermore orbeo has developed
the sales of primary carbon credits (CERs), and has for example
sold CERs from a small hydroelectric station in China to the Nordic
Environment Finance Corporation (NEFCO) - an international
financial institution with five Nordic member countries.

In 2008, sales of CER increased by over 10% compared to 2007
and generated €158 million of recurring EBITDA, compared to
€135 million in 2007. After reaching a peak of €26 per ton in the
course of July 2008, CER prices gradually fell off subsequent to the
deterioration of the worldwide macroecanomic environment, hitting
around €14 per ton at the end of 2008.

orbeo received several awards in 2007 and 2008, and Energy Risk
magazine named it “House of the Year — Emissions Europe” in
June 2008.

In the energy field, Energy Services manages energy purchases
around the world, 55% of which are natural gas and 30% electricity.

6.5 Acetow

The Enterprise had sales of €467 million in 2008, representing
10% of Rhodia’s consolidated net sales.

With four production sites throughout the world, Acetow is the
world’s third largest producer of acetate tow, for cigarette filters,
and one of the principal manufacturers of cellulose acetate flakes.

The Enterprise serves roughly 18% of the cigarette filter market
worldwide, with its principle markets in Europe, the CIS, Asia and
Latin America.

Cellulose acetate flakes are derived from the chemical reaction of
acetic anhydride with wood pulp. To obtain acetate tow, cellulose
acetate flakes are putinto a solution in acetone and extruded into

Acetow

In this capacity, itis the second largest industrial purchaserof gas in
France, and ranks among the top ten purchasers of electricity.

Inthe secand halfof 2008, Energy Services signed a ten-year service
contract with a multi-operator chemical platform with a view to
optimizing the site’s energy supply through the globalization of
primary energy purchases.

Energy Services is also a3 member of Exeltium, a French consortium
of electro-intensive industries for purchase of electricity in France,
which signed an agreement in January 2007 with Electricité de
France (EDF) defining the principles of a long-term industrial and
commercial partnership. This agreement was approved by the
European Commission on July 31, 2008. The objective is to negotiate
a definitive long-term electricity purchase contract at prices based
on the costs of nuclearinvestment by EDF starting in 2009.

The mission of Energy Services is also to optimize the Group’s energy
production assets. Within this framework, the Enterprise deployed
energy efficiency measures to improve operations of co-generations
(anindustrial tool permitting the simultaneous production of thermal
energy and electricity using gas turbines), as well as to reduce energy
consumption and CO, emissions through optimizing production,
distribution and consumption of utilities in industrial processes such
as steam, electricity, gas, heat transfer medium or air. Major savings
were thus reaped in 2008.

strands that make up the tow. The tow is then supplied to tobacco
companies to make cigarette filters. As a result of its technical know-
how, which enables it to provide high quality products, togetherwith
clientservice and the competitiveness of its manufacturing facilities,
Acetow has become a favared partner of the cigarette industry.

Recognized foritsinnovation, in close collaboration with its principal
customers Acetow has developed new manufacturing methods that
help it produce an acetate tow suited to a new generation of cigarette
filters, such as filters for “super slim” cigarettes.
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Eco Services
Productlines ... Markets i, Trademarks ... Competitors ...
Acetate tow Cigarette industry RHODIA® Filter Tow Celanese, Eastman, Daicel,
Mitsubishi

Cellulose acetate flakes Textile industry

.................................................................................

The world cigarette filter market grew 4.5% in 2008, compared to
3.5%in 2007, driven by increasing demand mainly in the CIS, and
in regions of Asia and the Middle East. This rise, as well as plant
closings subsequent to consolidation of this sector since 2007,
generated an overall global utilization rate close to 100% for all
market participants. This market benefited from good resistance to
current economic conditions and should continue to grow in the
coming years.

In 2008, Acetow was confronted by a sharp rise in raw materials
and energy costs that it successfully offset by raising its sales price
and reducing production costs.

6.6 Eco Services

The Enterprise had sales of €306 million in 2008, representing
6% of Rhodia’s consolidated net sales.

Eco Services produces and regenerates sulfuric acid mainly intended
foroilrefineries and the North American chemicalindustry. Operating
in the United States, the Enterprise serves the American market
through a network of eight production units in six different sites
along the American Gulf Coast, in California and the Midwest, where
one production unit also serves certain Canadian customers. On the
Gulf Coast, two sites provide treatment services for special chemical
residues.

Sulfuric acid, the most used chemical product in many industrial
applications, is also a key component for North American energy
infrastructures. In this respect, the reliability and expertise of Eco
Services are vital, and have been recognized by its customers for
many years.

Eco Services is a leaderin sulfuric acid regeneration services for oil
refineries. Sulfuric acid, which is a catalyst for producing alkylate,
an essential component of high-octane gasoline, gathers impurities
thatreduce its catalytic properties during the production of alkylate.
The used acid is then transported to the Enterprise’s sites, where

.................................................................................

.................................................................................

Sulfuric acid, regeneration services Oil refining, chemical and
and other sulfur derivatives petrochemical production
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RHODIA® Acetol

.................................................................................

Celanese, Eastman, Daicel, Acetati

Doing businessin markets denominatedin U.S. dollars, the Enterprise
was particularly affected by currency depreciation in relation to the
euro during the first nine months of 2008. Its efforts to denominate
a significant portion of its sales in euros enabled the Enterprise to
practically neutralize the negative impacts of currency fluctuations
in the fourth quarter of the year.

Lastly, the ambitious plan to improve competitiveness launched
by the Enterprise in late 2007 began to bear fruit in the second
half of 2008. This plan reduced costs and improved productivity,
which should lead to increased production capacity of approximately
10,000 tons by 2010. Acetow should therefore be on track to reach
its objective of generating €35 million in savings by 2011.

it is purified in high-temperature natural gas furnaces, before it is
returned to the refineries that reuse it.

The Enterprise also produces sulfuric acid that it manufactures from
sulfur in different concentrations, depending on customer needs.
Beyond the quality of its tailor-made products, the Enterprise’s
customers also call upon it forits expertise in application, transport
and product handling.

Eco Services works within the framewark of multi-year contracts
for implementing operational reliability, safety and the diversity
of transport means, which are essential features of its service. Its
products are transported by railroad, water and roadways or by
pipeline.

Inthe summerof 2008, Hurricanes Gustav and lke struck a portion
of this transpart network and three Eco Services sites located along
the American Gulf Coast. These sites, like many of its Gulf Coast
customers, were required to suspend their operations during and after
the hurricane strikes. In the interim, other Eco Services sites quickly
restored regeneration services. Such responsiveness strengthened
the Enterprise’s competitive advantage and contributed to its
reputation for reliability.

.................................................................................

.................................................................................

Chemtrade, DuPont, General
Chemical, Marsulex



SUMMARY OF ACTIVITIES - GENERAL INFORMATION ON PRODUCTS AND MARKETS

The Enterprise recorded a high productivity level as well as extremely
good safety resultsin 2008. New investments continue to improve
the environmental performance of its sites, pursuant to the Group’s
sustainable development approach. Thus, in accordance with the
commitment signed with the US Environmental Protection Agency
(USEPA) in 2007, the first stages of the construction of installations
aimed at reducing its sulfur dioxide emissions 90% by 2014 were
finalized. This commitment, the first of its kind for American
producers of sulfuric acid, paved the way forthe Enterprise to receive
an autharization to increase capacity in several of its units.

Eco Services

In 2008, Eco Services had to address record inflation in the cost of
sulfur (more 1,200% in total compared to 2007), a key raw material
of sulfuric acid, and, to a lesser extent, of natural gas. Considerable
sales price increases absorbed this sharp rise in costs, which, in the
second half of 2008, drove down demand for sulfuric acid. In 2009,
Rhodia expects sulfur prices to return to their historical levels.
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7.1

The Group

7.1.1  ORGANIZATIONALCHARTIN PLACE IN 2008

Below is the simplified functional organizational chart of the Group in 2008.

Board of Directors

Management Committee

48
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7.1.2 OPERATION OF THE GROUP

7.1.2.1  THE MANAGEMENT COMMITTEE

The Management Committee, described in chapter 14.1.2.1 below,
oversees the Enterprises, support functions and zones. It contributes
to the defining of and implements the strategy of the Group decided
by the Board of Directors and defines the policies at the Group
level. It settles disputes and allocates resources. It relies on a3 small
operating team in the fields of strategy, industry, marketing and sales,
and on the skills and expertise of the support functions.

Beyond this first level of the Group’s Management Committee is
the Executive Committee (Comex), composed of members of the
Management Committee, presidents of the Enterprises and directors
of support functions and geographical zones, whose purpase is to
establish trends with respect to the general policies of the Group
(organization, methods for allocating investments, rules of variable
compensation plans, etc.). It ensures the establishment of priorities
among the various entities that make up Rhodia (Enterprises,
support functions, geographical zones) and coordinates the action
of the Group on transversal subjects (innovation, communication,
development of Rhodia in high-growth countries, etc.). It also aims
at being the “champion” and sets the company’s culture, defining
the values and identity of the Rhodia Group.

In addition, in 2008, the Management Committee sought to
enhance its work by integrating the skills and experience of the
operations management with varied profiles. This led to the creation
of an extended Management Committee that meets every month
and is responsible for determining the scope and ensuring the
implementation of the Group’s strategies, which are determined
by the Board of Directars, the allocation of resources among various
Enterprises and support functions and ensuring adequate functioning
of the Group’s operational processes.

7.1.2.2 RHODIA'S BUSINESSES

Since the first quarter of 2008, Rhodia’s operational activities have
been organized into six Enterprises:

.............................................................................

.............................................................................

Polyamide
Acetow
Novecare
Silcea

Eco Services
Energy Services

The Enterprises have a global presence. They benefit from broad
autonomy in the management of their operational activities and
full responsibility in the fields of marketing and sales, industrial
manufacturing, innovation and production lines. They propose

ORGANIZATIONAL CHART
The Group

their strategy to the Management Committee. To this end, they
have dedicated resources and are responsible for their operating
profits. For further information on the activities of the Enterprises,
see chapter 6 above.

As part of the simplification of its organization, an March 19, 2008,
Rhodia announced thatits Organics Enterprise would be discontinued
starting from the first quarter of 2008, following a plan to sell its
isocyanates operations. These operations have been classified as
“discontinued operations” since the first quarter of 2008.

The Diphenols strategic activity was integrated into the Silcea
Enterprise; the Isocyanates activities were sold an September 1,
2008 to Perstarp; the other fine organic chemistry activities, for
which reaorganization measures or closings have already been
announced, were assigned to a specific Business Unit integrated
into “Corporate and Other.”

7.1.2.3  SUPPORT FUNCTIONS

The Enterprises rely on the following support Functions: procurement
and supply, communication, sustainable development, finance,
industrial, legal, research and development, human resources,
information systems and strategy. These support Functions are to
efficiently supply services to the Enterprises at an optimal cost. They
are responsible for their costs and have their own resources (staff,
organization, etc.) enabling them to render services and allocate
according to an efficiency criterion, cost and service level. They are
organized as shared services but can also decide to dedicate specific
personnel to one of the Enterprises.

7.1.2.4 ZONES

The North America, Latin America and Asia/Pacific zones are
each supervised by a regional director. Their role is to facilitate
the implementation of the policies and practices of the Group, to
monitor compliance with laws and local regulations and to directly
orindirectly represent Rhodia before the board of directors of local
entities and joint ventures.

7.1.3 PARENT COMPANY/AFFILIATE

RELATIONS

Rhodia is the holding company of the Group and does not directly
exercise any operational or industrial activities. In its role as parent
company it provides support, advisary, coordination and training
services to its subsidiaries.

Since its direct participation in activities is limited, it operates
through other holding companies situated in different zones. Such
organization, partly resulting from the Group’s history, responds to
geographical and organizational needs.
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Rhodia maintains 3 “Parent - Affiliate” type relationship with its
subsidiaries, the principal characteristics of which in 2008 are
described in Rhadia’s financial statements in chapter20.3.2. These
include:

2 centralized management of the Group’s treasury ensured by
Rhodia and organized through a bank;

2 re-invoicing of shared services and assistance to the Enterprises
related to Rhodia S.A. for a total of €6 million in 2008;

2 granting of guarantees by Rhodia S.A. in the framework of

certain bank financings and/or operations contracts in favor of
its subsidiaries;
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2 centralization of exchange and interest rate risks of the Group;

2 centralized management of risks related to the commodities
market; and

2 management of French fiscal integration.

Foradditionalinformation regarding the activities of its subsidiaries,
see chapters 6 and 9.1 of this reference document.



The table of the subsidiaries and equity holdings of the Company is
shown in Note 24 to the parent company financial statements in
chapter 20.3.2.3 of this reference document.

Rhodia’s scope of consolidation as of December 31, 2008 is
shown in Note 37 to the consolidated financial statements in

ORGANIZATIONAL CHART
Subsidiaries and Equity Holdings of the Company

7.2 Subsidiaries and equity holdings of the Company

In 2008, Rhodia did not establish an equity position in a French
company within the meaning of Article L.233-6 of the Commercial
Code.

The organizational chart below shows the simplified corporate
structure of the Group in 2008 (including the main companies of

chapter 20.3.1.3. of this reference document. the Group).
RHODIA
France
Asia- North Latin Europe
Pacific America America
100 % 100 % 100 % 100 % 100 % 100 % 100 % 100 %
RHODIA CHINA RHODIA INC RHODIA RHODIA RHODIA RHODIA RHODIA RHODIA
COLTD POLIAMIDA | OPERATIONS | [ |ENERGY GHG SERVICES UK LTD ACETOW Gmbh
China United States BRAZIL LTDA France France France Great German
Brazil Britain 100 %
50 % 100 % 100 %
10% 50 % RHODIA RHODIA 000 SERTOW
ELECTRONICS ENERGY
L > AND L > France Russia
CATALYSIS 50 %
France
RHODIA PRIMESTER BUTACHIMIE ORBEO
HENGCHANG
60 o7 | ZHANGJIAGANG United States France France
COLTD
China
50 % 50 % 50 %
30 %

Zhangjiagang
Hengchang
Chem. Company

Eastman Chemical
Company

Kosa France Holding Société Générale Energie
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8.1 Significant or planned tangible assets

The total gross value of the Group’s property, plant and equipment The total net value of the Group’s tangible assets amounted to
at December31, 2008 amounted to €4,965 millionincluding €121 €1,501 million, or approximately 34.7% of the total consolidated
million of property, plant and equipment under construction. This balance sheet at December 31, 2008. It includes the value of
amount principally includes the value of machinery and equipment machinery and equipment worth €1,050 million, buildings worth
worth €3,349 million and buildings worth €762 million. €228 million, land warth €102 million and property, plant and

equipment under construction worth €121 million.

Form of Holding Assets

At December 31, 2008, Rhodia’s principal property, plant and equipment in full ownership and acquired under finance leases were as
follows:

.....................................................................................................................................................................

Land  Materials and PPE under
(I IONSOFUTOS) oottt SNO. BUILDiNGS | Equipment construction
Property, plant and equipment:
Gross value 895 3,949 121
DEPICOUON | | oo (5E5)........... 2899) oo
NETVALUE OF PROPERTY, PLANTAND EQUIPMENT 33 . 2050 121,
Including:
Fully owned:
Gross value 890 3,926
DEPIECIALION ettt ettt ettt et eb et e a et et eneeaeereneaeerennne 2 (2885) v
Total fully-owned property, plantand equipment 329 .. 1081
Finance-leased assets:
Gross value 5 23
Depreciation 4) (14)
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PROPERTY, PLANTAND EQUIPMENT
Environmental Restrictions that Could Influence Use of these Assets by Rhodia

Location of the Sites production capacity. Out of these 65 sites, 10 are shared by several
Enterprises. Each site listed in the table below is classified as a
The table below shows the number of Rhodia sites, by Enterprise function of the Enterprise that uses it the most. The table does not
and geographical zone at December 31, 2008. The size of these include the 2 sites not consolidated at the Group level, which are
sites can vary considerably in terms of number of employees and essentially held in joint ventures.
................................. Asof December31,2008  ....ooeeeeeeeeeeeeen
EIBIISES ettt Europe NorthAmerica  LatinAmerica  Asia/Pacific TOTAL
Novecare 5 8 1 9 23
Silcea 4 2 1 7 14
Polyamide 6 4 2 12
Acetow 2 1 1
Eco Services 7 7
Energy Services 1 1
D et tr ettt s e e e e ettt e s n s b e s n et ene OO URPRE -SSRSO
TOTAL 20 18 7 20 65

8.2 Environmental restrictions that could influence use of
these assets by Rhodia

Environmental information is included in chapters 4.1.2 and 5.3 of this reference document.
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9.1 Management analysis conventions

This section contains information comparing year to year the
performance of Rhodia and its Enterprises, specifically unaudited
accounting data derived from management reports on the impact
of the following items on net sales and on the principal line items
of Rhodia’s income statement:

2 changes in scope of consolidation (for example, as a result of
acquisitions, divestitures, changes in consolidation and, with
respect to comparisons of the results of operations at the
Enterprise or business level, transfers of businesses or activities
between Enterprises or businesses);

2 fluctuations in exchange rates affecting the translation into euros
of netsales, expenses and otherincome statement line items that
are denominated in currencies other than the euro;

2 changes in average selling prices;
2 changes in volumes; and

2 thetransactional effect of exchange rate changes (defined as the
difference arising from the exchange into local currency from
sales and purchases made in another currency).

Rhodia hasimplemented this measure and tracks the development
of its performance based on quarterly reports submitted by its various
entities and uses it for its internal analysis requirements. The same
management information is used for its financial communication.
Within the framework of the comparison of profits from operations
during two periods (the “prior” period, forexample, 2007, and the
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“current” period, forexample, 2008), Rhodia calculates the impact
of these changes as follows:

2 theimpact of changes in the scope of consolidation is calculated (i)
in the case of acquisitions, by including in the prior year’s data the
results of the currentyear generated by the acquired business, for at
aminimum the number of months of the prioryearthat the business
had not yet been acquired, and at 3 maximum for the number of
months not exceeding the presence of the acquired business in the
currentyearand (i) in the case of divestitures, by excluding the results
from the prior period of any activity included in the consolidated
financial statement thatwere generated autside of the corresponding
period when the asset was held in the current year;

2 the impact of fluctuations in exchange rates is calculated by
adjusting the prior period’s results for fluctuations in exchange
rates arising from the conversion into euros of items in the income
statement denominated in currencies other than the euro at
average exchange rates during the subsequent period;

2 the impact of changes in average selling prices is calculated by
comparing the current weighted average net unit selling prices
foreach productinthe current period (forexample, the euro cost
per ton) against the weighted average net unit selling prices in
the prior period, multiplied in both cases by volumes sold during
the current period;

2 the impact of changes in volumes is calculated by comparing
quantities shipped in the current period against quantities shipped
in the prior period, multiplied in both cases by the weighted
average net unit selling price in the prior period.



Moreover, Rhadia uses forits analyses and financial communications
pro forma indicators, the definitions of which are the following:

2 recurring EBITDA is defined as operating profit or loss prior to
depreciation and impairment, restructuring costs and other
operating income and expenses;

2 Free Cash Flow s defined as cash from operating activities, before
margin calls excluding non-recurrent refinancing expenses, less
the acquisition of tangible fixed assets and other non-current
assets.

9.2 Accounting aspects

The Group’s consolidated financial statements for the year ended
December 31, 2008 are prepared in accordance with IFRS
(International Financial Reporting Standards), as adopted by the
European Union and applicable as from December 31, 2008.

These consolidated financial statements are also consistent with
IFRS adopted and published by the IASB (International Accounting
Standards Board) and applicable to the year ended December 31,
2008.

OPERATING AND FINANCIAL REVIEW

Group operating profit / (loss) in 2007 and 2008

Rhodia believes these measurements are useful tools for analyzing
and explaining changes and trends in its historical results of
operations, as they allow performance to be compared on a
regular basis. They are not, however, subject to audit and are not
performance measurements with regard to regulations or IFRS. They
should not be considered as replacing performance measurements
within the framework of regulations or IFRS. The methods of
calculating changes used by Rhadia may differ from those used by
other companies.

Preparation of financial statements in accardance with the IFRS
conceptual framework requires making estimates and assumptions
that affect the amounts shown in the financial statements. The
final amounts are likely to differ from the estimates used when
preparing the financial statements that are ultimately presented.
Management also exercises judgment in applying accounting
methads. Areas invalving a high level of judgment or complexity or
forwhich the assumptions and estimates are significant with regard
to the consolidated financial statements are described in Note 2.2
(Basis of preparation) to the consolidated financial statements in
chapter20.3.1.3.

9.3 Group operating profit / (loss) in 2007 and 2008

..................................................................................

..................................................................................

Otherrevenue

Cost of sales

Administrative and selling expenses
Research and development expenditure
Restructuring costs

Other operating income/(expenses)
Operating profit/(loss)

..................................................................................

9.3.1 NETSALES

Rhodia’s 2008 net sales showed a slight decline of (0.4)%, and
amounted to €4,763 millionin 2008, compared to €4,781 million
in 2007.

Thanks to the solid position in the majority of its markets, Rhodia was
ableto continue taraise its sales prices in a context of sharp increases

..................... 2007 ...2008 Changein%_
.................... 4781 AT83 oA
463 550 18.8%
(4,168) (4,382) (5.1)%
(506) (482) 4.7%
(93) (73) 21.5%
(55) (40) 27.3%
0 27)
...................... 422 309258

in raw materials and energy costs. These price increases represent a
favarable impact of €440 million, which was offset by:

2 the unfavarable impact of fluctuations in exchange rates
(conversion and transaction costs) of €(233) million, or
(4.9)%;
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Group operating profit / (loss) in 2007 and 2008

2 the negative impact of €(224) million, or (4.7)%, related to the
decline in volumes, specifically late in the year due to a sharp
deterioration in the macroeconomic context, which affected a
certain number of the Group’s end markets, and notably those of
the Polyamide Enterprise, such as the automobile, electronics,
construction and textile markets; and

2 the negative impact of €(1) million arising from changes in scope
of consolidation.

See chapter 9.3.4 below for 3 more detailed description of the
Group’s net sales.

9.3.2 OPERATING EXPENSES

Cost of sales

The cost of sales increased from €(214) million, or (5.1)%, rising
from €(4,168) million in 2007 to €(4,382) million in 2008. This
appreciable change in costs reflects the rise in raw materials and
energy costs, which was partially offset by the favarable conversion
effect of €126 million (largely due to the depreciation of the US dollar,
the Korean won and the British pound against the eura), as well as
by a decline in volumes.

Administrative and selling expenses

Administrative and selling costs declined to €(482) millionin 2008,
compared to€(506) in 2007, mainly thanks to a favorable conversion
effect of €11 million, and to cost cutting efforts started at the end of
the year to address the deteriorating economic situation.

Research and development expenditure

Research and development expenditure amounted to €73 million,
falling by 21.5% in 2008 compared to 2007, due principally to the
reduction in operating costs as a result of productivity gains. These
amounts are presented net of the impact of research tax credits.

Restructuring costs

Restructuring costs amounted to €(40) million in 2008, compared
to €(55) million in 2007.

In 2008, new measures represented a total cost estimated at
€30 million and mainly concern the closing of the site in Ceriano,
Italy (Polyamide), as well as new productivity measures for the
support functions in France, the United Kingdom and the United
States. In Italy they prompted a €4 million acceleration of impairment
of tangible assets.

In 2007, the most significant measures in France concerned the
planto discontinue the activities of the Mulhouse Dornach site and
the paracetamol activity at the Roussillon site; outside of France,
the largest projects were the plan to discontinue operations at the
Avonmouth site and the plan to improve productivity of Acetow’s
Freibourg, Germany site.
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Note 6 (Restructuring costs) to the consolidated financial statements
in chapter 20.3.1.3 of this reference document provides detailed
information on this section.

Other operating income and expenses

Other Operating Income and Expenses, which appeared as a zero
balance in 2007, amounted to €(27) million in 2008.

Net gains/(losses) on disposals had a positive impact of €26 million
in 2008, compared to €27 millionin 2007. They primarily included
the disposal of the Rhodia distribution network, which operated in
SoutheastAsia, India, Australia and Taiwan and had 180 employees,
to Brenntag, a major player in chemical products distribution. The
disposal gains and losses recognized in 2007 mainly included the
gains on the sale of the Sulfuric acid business in France to Adisséo,
asubsidiary of China National Bluestar Corporation, and the gain on
the sale of the Di-Calcium Phosphates business to Innophos.

Costs related to the environment totaled €(34) million in 2008
against €(14) million in 2007. This increase was due principally
to an additional provision relating to the La Rochelle (France) site,
correspanding mainly to a revision of study costs of the future Andra
(NationalAgency forthe Management of Radiferous Waste) center,
based on the most recent data available from the agency, as well
as the revision of storage costs for radiferous waste which should
be stored at this future center. See Note 28.4 (Environment) to
the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

QOther operating income/(expenses) amounted to €(19) million
in 2008 compared to €(13) million in 2007, and are made up
principally of the “trading” component of orbeo’s business (buying/
selling CER and EUAs), changes in fair value of derivatives not
designated for hedging involving operational factors, as well as
changes in value of the ineffective portion of derivatives hedging
on operations.

See also Note 7 (Other charges and operating items) to the
caonsolidated financial statements in chapter 20.3.1.3 of this
reference document.

9.3.3 OPERATING PROFIT

Rhadia’s operating profit amounted to €309 million in 2007, as
compared to €422 million in 2007, or a3 decline of (26.8)%.

This change is explained in particular by the decline in volume, the
negative impact of which totaled €(52) million, or (12.3)%, and by
the unfavorable effect of exchange rate changes of €(78) million,
or (18.5)%, which was mainly due to the weak dollar against other
major currencies.



OPERATING AND FINANCIAL REVIEW
Group operating profit / (loss) in 2007 and 2008

The massive rise of raw materials and energy costs, totaling Lastly, the Group continued its efforts to cut fixed expenses, which
€(417) million, was largely offset by increased selling prices recorded a €23 million reduction.

amounting to €440 million.
See chapter 9.1.3.4 below for 3 more detailed description of

operating results.

9.3.4 ANALYSIS OF SALES AND OPERATING PROFIT/ (LOSS)
The following table sets forth an analysis of change in net sales in 2008 compared to 2007:

....................................................................................................................................................................

2007 net
sales at Change in net

constant sales from

structure Changein 2007 to 2008
Evolution Exchange and Exchange net sales at constant
of the net sales Net sales rate impact exchange  Volume Selling rateimpact Netsales from 2007 structure and
(inmillions ofeuras) ........ 2007 Structure (conversion) . . rate ... &mix  price  (transactions)™) 2008 | 02008 exchangerste
Rhodia 4,781 (1) (149) 4,631 (224) 440 (84) 4,763 (0.4)% 2.9%
Polyamide 1,975 (7) (60) 1,908 (154) 87 (52) 1,789 (9.4)% (6.2)%
Novecare 931 (5) (50) 876 (18) 113 0 971 4.3% 10.8%
Silcea 736 12 (17) 731 (33) 54 (6) 746 1.4% 2.1%
Energy Services 202 0 1 203 17 13 0 233 15.3% 14.8%
Acetow 441 0 7) 434 21 34 (22) 467 5.9% 7.6%
Eco Services 218 0 (15) 203 (11) 114 0 306 40.4% 50.7%
Corporate & Other
(after elimination of
inter-company sales) 278 (1) (@) 276 (46) 25 (4) 251 (9.7)% (9.1)%

....................................................................................................................................................................

(1) Sum of the transactional foreign exchange effect on selling prices and the transactional foreign exchange effect on the purchase of raw materials and energy.

The following table sets forth net contribution by Enterprise to Rhodia’s net sales in 2007 and 2008:

(OIS OfRUTOS) ..ottt 2007 NE— 00%A
RNOGIGNELSAES | e 4781 4,763
Net contribution to Rhodia’s revenue by Enterprise (3s 3 %):

Polyamide 41% 38%
Novecare 20% 20%
Silcea 15% 16%
Energy Services 4% 5%
Acetow 9% 10%
Eco Services 5% 6%
Corporate & Other (sfter elimination of INter:COMPANY SALES). ||| ... .eivieieeieieececeeeeeceeee s e O it 2%,
LU 100% e 100%
The following table sets forth the contribution by geographic region to total net sales and other revenue in 2007 and 2008:

(I IONS OfRUTOS) ..ottt 2007 NE— 0058
RNOGIGNELSAES | e 4781 4,763
Net contribution to Rhodia’s revenue by Enterprise (3s 3%):

France 9% 9%
Rest of Europe 30% 28%
North America 17% 20%
Latin America 17% 15%
ASIB AN OMETCOUNIIES ||| | 1. teieesieeseeesssssessssss st st st s st s st sttt 278 e 28%.
TOTAL 100% 100%

.................................................................................................................................................................
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Group operating profit / (loss) in 2007 and 2008

The following table sets forth changes in operating profit in 2008 compared to 2007:

. Operating Foreign Restructu- Operating
Changein —...profit, exchange/ Other ope- ring o, PR
operating profit Exchange Volume & Foreign  Price Raw Raw Fixed ratingreve-  excluding  Amortiza-

(in millions of rateimpact mix- exchan- materials& materials& expen- nueand  Amortiza- tion&

eures) ..........0ec;2007 Structure (comersion) revenue Price gefPrice  eneray  energy  ses oexpemses | tion Depreciation _ Dec. 2008
Rhodia 422 (27) (12) (52) 440 (84) (417) 18 23 16 (18) 309

Polyamide 156 - (6) (46) 87 (52) (134) 13 1 17 (21) (5) 10

Novecare 71 - (7) 3 113 (89) 1 1 (2) 91

Silcea 93 (1) (3) (18) 54 6) (61) 3 (17) (3) 41

Energy Services 165 - - 26 13 (7) (2) - - 195

Acetow 42 2 (1) 4 34 (22) (27) 7 4 1 8 2 54

Eco Services 54 - (5) 8) 114 (88) (10) 1 58

Corporate & Other (159) (28) 10 (13) 25 (4) (18) (2) 31 1 28 (11) (140)

Consolidated net sales

Rhodia’s 2008 net sales amounted to €4,763 million, or a reduction
of (0.4)%, compared to €4,781 million in 2007. Changes in scope
of consolidation (activities that have modified the Group’s scope
of consolidation but that were not categorized as “discontinued
operations” within the meaning of IFRS 5 orchanges in accounting
methods) had a negative impact of €(1) million. Fluctuations in
exchange rates, resulting primarily from the depreciation of the
US dollar and the Korean won against the euro and, to a lesser
extent, the British pound against the euro, had a negative impact
of (3.1)% in 2008 as compared to 2007.

At a constant scape and exchange rate, sales rose 2.9% due ta 3
9.5% increase in selling prices. The negative transactional foreign
exchange impact of (1.8)% mainly stemmed from the depreciation
ofthe US dollaragainst the euro and the Brazilian real. The negative
impact of (4.8)% resulted from the reduction in volumes, especially
late in the year subsequent to an extremely sharp deterioration in
the macroeconomic context, which affected a certain number of
the Group’s end markets, and specifically those of the Polyamide
Enterprise, such as the automobile, electronics, construction and
textile markets.

Operating Profit

Rhodia’s operating profit amounted to €303 million in 2008, as
compared to €422 million in 2007, or a decline of (26.8)%.

This change was principally due to a (12.4)% decline in recurring
EBITDA, which fell from €758 million in 2007 to €664 million
in 2008. Accordingly, the recurring EBITDA margin declined from
15.9%in 2007 to 13.9% in 2008. Fluctuations in exchange rates,
primarily resulting from the depreciation of the US dollar and the
Korean won against the euro and, to a lesserextent, the depreciation
of the British pound against the euro, had a negative impact of
€(22) million.

Capital gains recorded in 2007 resulting from the sale of the Sulfur
business in France and the sale of the Di-Calcium Phosphates
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business explain the negative impact of changes in the scope of
consolidation of €(27) million in 2008.

The accelerated deterioration of the macroeconomic environment
in the fourth quarter of 2008 generated sharp declines in volumes,
specifically in the automabile, electronics, construction and building
markets and, to a lesserextent, in the industrial specialties markets.
This drop in volume, which mainly concerned the Polyamide,
Novecare and Silcea Enterprises, had a negative impact of
£€(52) million in 2008.

Rhodia continued its policy of price increases, resulting in a positive
effect, in local currency, of €440 million. These price increases more
than offset the increased cost of raw materials and energy, the
negative impact of which, in local currency, totaled €(417) million.
While price increases were affected by a negative transactional
foreign exchange impact of €(84) million, purchases of raw materials
and energy benefited from a positive transactional foreign exchange
impact of €18 million. This negative impact of currency fluctuations
isin addition to a negative conversion effect of €(12) million, which
mainly stemmed from the depreciation of the US dollar and the
Korean won against the euro.

The otherfactors explaining the change in the Group’s 2008 operating
profit/(loss) compared to that of 2007 are the following:

2 3€23 million reduction in fixed expenses, mainly due ta savings
generated by productivity improvement programs across the
Group and the significant rise in research tax credit;

2 restructuring costs not including depreciation were reduced by
€16 million. The new measures taken in 2008 mainly concerned
Polyamide as well as new productivity support functions
measures. In 2007, the most significant measures principally
related to Organics and the plan to improve productivity at
Acetow’s Freibaurg site in Germany;

2 depreciation and amortization increased €(18) million, principally
due to asset depreciation.



Polyamide
Net sales

Polyamide’s net sales totaled €1,789 million in 2008, compared
to €1,975 million in 2007, or a decline of (9.4)%.

Fluctuations in exchange rates gave rise to a negative exchange rate
of (3)%, which mainly resulted from the depreciation of the Korean
wan and, to a lesser extent, of the US dollar and the Brazilian real
against the euro.

At a constant structure and exchange rate, Polyamide’s net sales
fell (6.2)%. Down (8.1)%, volumes were greatly affected by the
crisis in the automobile sector and by the slowdown in demand
in the building and textile sectors. Price increases, which had a
positive effect of 4.6%, did not totally offset the rise in raw materials
and energy costs. The Enterprise’s capacity to raise its prices was
limited by American competitors that benefited from a weak dollar
and implemented an aggressive sales strategy to offset the major
slowdown in domestic American markets. The (2.7)% negative
impact of exchange rates mainly stemmed from the weak dollar
against the Brazilian real and the euro and, to a lesser extent that of
the Korean won against the euro.

Operating profit

Polyamide’s operating profit amounted to €10 million in 2008, as
compared to €156 million in 2007, or a decline of (33.6)%.

This change is explained by a (49.3)% decrease in recurring
EBITDA, which amounted to €142 million in 2008 as compared
to €280 million in 2007. Thus, recurring EBITDA margin totaled
7.9% in 2008, compared to 14.2% in 2007.

The negative impact of the drop in volumes on the operating profit/
(loss) amounted to €(46) million. The positive effect of €87 million
from price increases was unable to fully absorb the negative impact
of €£(134) million resulting from the sharp increase in raw materials
and energy costs throughout 2008. Furthermore, Polyamide was
adversely affected by the depreciation of the US dollar against the
Brazilian real and the euro, which generated a negative transactional
foreign exchange effect of €(39) million.

Other operating income and expenses showed a favorable change
of €17 million, as exceptional provisions for doubtful debt related
to Nylstar France were integrated into 2007. This change partially
offsets the €(21) million increase in restructuring costs subsequent
to implementing the competitiveness improvement program for
European businesses in the fourth quarter.

The other factors explaining the change in Polyamide’s operating
profit/(loss) include the €1 million reduction in fixed costs, the
€(6) million negative foreign exchange rate conversion effect
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resulting from the weak Korean wan against the euro, as well as
the €(5) million increase in depreciation and amortization due to the
accelerated depreciation of assets affected by the competitiveness
improvement programs, specifically the closing of the Ceriano site
in ltaly.

Novecare
Net sales

Novecare’s netsales grew 4.3%, and totaled €971 million in 2008,
compared to €931 million in 2007.

The Enterprise recorded a negative impact of (5.4)% related to
exchange rate fluctuations mainly stemming from the depreciation
of the US dollar and the British pound against the euro and
correspanding principally to the Enterprise’s businesses located in
the US.

At a constant structure and exchange rate, Novecare’s net sales
increased 10.8%. The Enterprise continued its voluntary policy
of sale price increases, which allowed it to recognize a positive
effect of 12.9% as regards sales. Demand in the agrochemistry and
oil markets rose throughout the year, and the personal care and
household markets held their ground well, even late in the year.
The (2.1)% drop in volumes mainly stemmed from the significant
slowdown in demand of the industrial formulations, construction
and building markets in the fourth quarter.

Operating profit

Novecare’s operating profit rose 28.2% and amounted to €31 million
in 2008, as opposed to €71 million in 2007.

This improvement came from a 16.5% rise in recurring EBITDA,
which reached €127 million in 2008, compared to €109 million
in 2007. Recurring EBITDA margin thus rose from 11.7% in 2007
to 13.1% in 2008. Exchange rate fluctuations, mainly arising from
the depreciation of the US dollar and the British pound against the
euro, generated a negative impact of €(10) million.

Volume growth had a positive effect of €3 millions. The positive
impact of significant price increases- €133 millions in total - more
than allowed for offsetting the negative impact of €(89) million effect
from the rise in raw materials and energy costs. These major price
increases were obtained thanks to Novecare’s leadership position
in its markets, and the close relationships it developed with its
customers within the framework of sustainable partnerships.

Lastly, the positive effect of €2 million, related to lower fixed
and restructuring costs, totally absorbed the negative impact
of €(2)million resulting from the increase in depreciation and
amortization.
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Silcea
Net sales

With €746 million in net sales, Silcea recarded slight growth in
2008. Integrating the alumina washcoat business in mid-2007
accounted for a positive structural effect of 1.6%. Fluctuations in
exchange rates, primarily resulting from the depreciation of the
US dollar and the Korean won against the euro, had a negative
impact of (2.3)%.

Ata constant structure and exchange rate, Silcea’s net sales showed
3 2.1% increase. The Enterprise benefited from sustained demand
on all its markets until the end of the third quarter. However, in
the fourth quarter volumes fell significantly in three segments
(rare earths, silicas and diphenols) due to the crisis that struck the
automotive and electronics industry and, to a lesser extent, due to
the slowdown in demand in the canstruction and building sectors.
Hence, in 2008, volumes had a negative impact of (4.5)%. The
Enterprise almost fully passed on increased raw materials and energy
costs to its sales prices, which were up by 7.4%.

Operating profit

Silcea’s operating profits fell (55.9)% to €41 million in 2008, as
compared to €93 million in 2007.

This change resulted from a decline of (23.2)% in recurring
EBITDA, which declined from €106 million in 2008 compared to
€138 millionin 2007. The recurring EBITDAmargin declined from
18.8% in 2007 to 14.2% in 2008.

Volumes fell an €(18) million due to a sharp drop in demand for all
markets served by the Enterprise at the end of the year.

Price increases in local currencies almost offset the very significant
increase inraw materials and energy costs in 2008. Overthe year, the
positive effect of price increases amounted to €54 million, whereas
inflated raw materials and energy costs had a negative impact of
€(61) million. In addition, fixed costs fell by €3 million.

The depreciation of the US dollar against the euro and Brazilian
real caused a negative transactional foreign exchange effect of
€(6) million

Other operating income and expenses had a negative impact of
€(17) million mainly corresponding to the revision of study costs
for the future ANDRA (Agence Nationale pour la Gestion des
Déchets Radiferes — French National Agency for the Management
of Radiferous Waste) storage center, as well as to the revision of
storage costs of radiferous waste that may be stored at the future
center, according to the agency’s latest data.

Lastly, otherfactors generating a negative impact on the Enterprise’s
operational profits are the following:

2 3 negative conversion effect of €(3) million mainly due to the
depreciation of the US dollar against the euro and, to a lesser
extent, that of the Korean waon against the euro;
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2 3 €(3) million increase in depreciation and amortization;

A 3 negative structural effect of €(1) million.

Energy services
Net sales

In 2008, Energy Services’ net sales amounted to €233 million, up
by more than 15%. This increase mainly resulted from the sales of
CO, emissions credits (CERs). More than 90% of the Enterprises
net sales were related to emissions credits (CERs), which grew by
more than 10% compared to 2007, thanks to the combined effect
of price and volume increases. The activity related to optimizing the
Group energy supply also progressed.

Operating profit

Energy Services’ aperating profits rase 18.2%, increasing from
€165 million in 2007 to €135 million in 2008. This improvement
resulted from increased recurring EBITDA, which amounted to
€213 million in 2008, compared to €181 million in 2007.

The sales of CERs contributed €158 million to recurring EBITDAIn
2008, against €135 million in 2007, or 17% growth.

Highervolumes had a positive impact of €26 million. Higher prices
- mainly the sales price of CERs on a dynamic carbon market -
generated a positive effect of €13 million.

Furthermore, driven by the new CER production and marketing
activity, fixed costs rose €(7) million.

Lastly, the Enterprise’s operating profit had a negative impact of
€(2) million resulting from other operating income and expenses.

Acetow
Net sales

Acetow’s markets proved dynamic throughout 2008 and held up well
against the deteriorating macroeconomic environment late in the
year. Thus, the Enterprise’s sales increased 5.9% to €467 million.

Fluctuations in exchange rates, resulting primarily from the
depreciation of the US dollaragainst the euro, had a negative impact
of (1.6)%.

At constant structure and exchange rates, Acetow’s sales increased
7.6% thanks to rising volumes and increased prices, which had
positive impacts of 4.8% and 7.8% respectively. Throughout the year,
the transactional effect of exchange rates had a negative impact of
(5.1)%. The efforts initiated in the first half of 2008 to denominate
transactions in euros virtually neutralized the Enterprise’s exposure
to US dollar fluctuations at the end of the year.



Operating profit/(loss)

Acetow’s operating profit grew by 28.6% amounting to €54 millionin
2008, compared to €42 millionin 2007. The Enterprise recognized
a positive structural effect of €2 million. Fluctuations in exchange
rates, resulting primarily from the depreciation of the US dollar
against the euro, had a negative impact of €(1) million.

Recurring EBITDA showed a slightincrease of 1.2% and amounted
to €84 millionin 2008, compared to €83 millionin 2007. Recurring
EBITDA declined slightly under the mechanical effect of increased
sales subsequent to rises in sales prices, edging down from 18.8%
in 2007 to 18% in 2008.

Volume increases had a positive effect of €4 million. Increased
selling prices, the positive impact of which, in local currencies,
totaled €34 million, offset the negative impact of €£(27) million
caused by the increased cost of raw materials and energy. Although
the enterprise succeeded in pratically neutralizing its exposure to
currency fluctuations in the fourth quarter, the depreciation of the
US dollar against the euro had a negative transactional exchange
rate impact of €(15) million.

The competitiveness improvement program launched by the
Enterprise in December 2007 permitted the realization of
approximately €15 million in savings in 2008, which generated a
€4 million reduction in fixed costs compared to 2007.

Lastly the otherfactors producing a positive effect on the Enterprise’s
operating profit are the following:

2 3n €8 million reduction in restructuring costs;
2 3 €2 million decline in depreciation and amortization;

2 3 positive effect of €1 million resulting from other operating
income and expenses.

Eco services
Net sales

Eco Services’ net sales had very strong growth of 40.4%, reaching
€306 million in 2008 against €218 million in 2007.

Fluctuations in exchange rates, resulting from the depreciation of
the US dollar against the euro, had a negative impact of (6.9)%.

At a constant structure and exchange rate, Eco Services’ sales rose
50.7%. Very significant price increases, occurring in the context
of sharp increases in raw materials and energy costs, generated 3
favorable effect of 56.2%. Reduced volumes in the second halfyear
gave rise to 3 negative impact of (5.4)%.

Operating profit

Eco Services’ operating profit rose 7.4% to €58 million in 2008,
compared to €54 million in 2007.

OPERATING AND FINANCIAL REVIEW
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This increase resulted from a 2.9% improvement in recurring
EBITDA, which climbed from €70 million in 2007 to €72 million
in 2008. Although recurring EBITDA rose, the recurring EBITDA
margin declined from 32.1% in 2007 to 23.5% 2008 under the
mechanical effect of very large rises in net sales subsequent to
significant sales price increases.

Amounting to €114 million, these price rises largely enabled
absorbing the price increases in raw materials (sulfur) and energy
(natural gas) of €(88) million, as well as increases in fixed costs of
€(10) million, which is mainly explained by the uninsured portion
of damages caused by the hurricanes in the United States, rising
maintenance costs and inflation.

Volumes showed a decline of €(8) million mainly due to the slowdown
in demand for sulfuric acid in the fourth quarter of 2008.

Eco Services operates exclusively in the United States, and its
operating profit was affected by a negative conversion effect of
€(5) million resulting from the depreciation of the US dollar against
the euro.

Lastly, depreciation and amortization fell by €1 million.

Corporate & other
Net sales

Net sales of Corporate & Other (before elimination of inter-company
sales) amounted to €303 million. Corporate &otheris mainly made
up of the Salicylic activities and of the Group’s trading activity that
it does in its own behalf or on behalf of third parties.

Operating profit

Corporate & Other operating profit consisted of an expense of
€(140) million in 2007, compared to €(159) million in 2007.

Recurring EBITDA improved slightly, to €(80) million in 2008,
compared to €(103) million in 2007.

Corporate & Other operating profit is made up of the margins made
on Salicylic and trading activities, as well 3s expenses related to the
Group’s corporate services and functions, restructuring costs related
to the Group’s reorganization, expenses related to the additional
item of environmental provisions relative to suspended sites and
activities, and capital gains or losses from divestments.

Gains recorded in 2007 resulting from the disposal of the Sulfuric
acid business in France and the sale of the Di-Calcium Phosphates
business mainly explain the negative structural effect of €(28) million
in 2008.

The €(11) million increase in depreciation stems from accounting
reclassifications and impairment losses mainly related to asset
depreciation. These impairment losses were offset by a lower level
of depreciation following the closing of sites.
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Moreover, the conclusion of the reorganization and restructuring
measures, specifically in France (closing of the Mulhouse Dornach
site and the paracetamol activities at the Roussillon site), provided
forin 2007, caused a reduction in restructuring costs of €28 million
as compared to 2007.

9.3.5 OTHERINCOME STATEMENTITEMS

(in millions of euros)

Operating profit/(loss)

Profit/(loss) from financial items

Share of profit/(loss) of assaciates

Income tax benefit /(expense)

Profit/(loss) from continuing operations
Profit/(loss) from discontinued operations
Net Profit/(loss) for the period

Attributable to equity holders of Rhodia S.A.
Attributable to minority interests

Profit / (loss) from financial items

Net financial income amounted to €(178) million compared to
€(294) million for the financial year ended December 31, 2007.
This change mainly corresponds to the absence of non-recurring
refinancing-related transaction expenses.

In 2007, refinancing-related expenses included expenses recorded
for the repurchase of high yield notes, amounted to €(96) million.

Recurring interest expenses totaled €(135) million in 2008 as
compared to €(154) millionin 2007, or a decrease of €19 million.
This decline was mainly due to the impact of the full year cost
reduction of the debt from refinancing operations finalized during
the first half of 2007.

Profit / (Loss) of associates.
Profit/(loss) of associates totaled €(1) million in 2008.

Income tax benefit / (expense)

For the year ended December 31, 2008, the Group recognized
an income tax expense of €(55) million. This tax expense largely
carresponded to the tax recognized for US, German, Brazilian,
and Asian entities. For the French and British tax businesses, the
Company has not changed its estimate of the likelihood of recovery of
deferred tax assets. Hence, their deferred tax assets were recagnized
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Lastly, other operating income and expenses had a positive impact
of €1 million, which mainly resulted from the difference between
the gains from the disposal at the Rhadia distribution network that
operated in Southeast Asia, Australia and Taiwan to Brenntag in
2008, and the favorable adjustmentin 2007 for provisions pending
litigation, specifically tax audits and certain other litigation.

............................................................................. .

..................... 2007 ...2008 Changein%
422 309 (26.8)%
(294) (178)
2 @)
(83) (55)
47 75
84 32
131 107
129 105 (18.6)%
2 2

............................................................................. .

up to the amount of deferred tax liabilities so that the deferred tax
position of the French and British tax groups show a zero value.
Assets held for sale and discontinued operations

See Note 10 (Assets held for sale and discontinued operations) to
the consolidated financial statements in chapter 20.1.3.3 of this
reference document.

Minority interests
The share of income corresponding to minority interests at the end
of 2008 amounted to €2 million.

Income attributable to Rhodia ’s equity holders

Earnings attributable ta Rhodia’s equity holders totaled €105 million
as of December31, 2008, compared to €129 million as of December
31,2007.
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10.1 Information on the Group’s capital resources

This section provides an analysis of the consolidated balance sheet
at December 31, 2008, compared to that of December 31, 2007.

10.1.17 WORKING CAPITAL

Operatingworking capitalamounted to €562 million at December 31,
2008 as compared to €587 million at December 31, 2007. The
ratio of operating working capital to net sales and other revenue of
the activity amounted to the same level at December 31, 2008 as
it did at December 31, 2007 — 10.8%.

10.1.2 CONSOLIDATED NET DEBT

Total borrowings, defined as the sum of current and non-current
borrowings and financial debt, totaled €1,831 as of December 31,
2008 compared to €1,918 million as of December 31, 2007. This
decline is mainly related to fewer sales of trade receivables due
principally to the Group’s surplus cash position.

Cash and cash equivalents and other current financial assets
increased from €434 million at December 31, 2007, to €520 million
at December 31, 2008.
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Consolidated netdebt (defined as non-current and current borrowings
less cash and cash equivalents and aother current financial assets)
was reduced to €1,311 million at December 31, 2008, compared
to €1,484 million at December 31, 2007.

10.1.3 RETIREMENTBENEFITSAND
SIMILAR OBLIGATIONS

Rhodia’s obligations were measured and accounted for at
December31, 2008 in accordance with amended IAS 19 - Employee
Benefits.

Retirement obligations include retirement and other post-
employment benefits, including termination benefits.

Other benefits granted to employees primarily consist of bonuses
related to length of service of employees serving in France, the
United States of America and the United Kingdom.

Total abligations corresponding to liabilities on the balance sheet
amounted to €1,248 million at December 31, 2008, compared to
€1,246 million at December 31, 2007.

A detailed description of the analysis of retirement benefits and
similar abligations is provided in Note 27 (Retirement benefits
and similar obligations) to the consolidated financial statements in
chapter 20.3.1.3 of this reference document.

10.1.4 PROVISIONS

Provisions classified under current and non-current liabilities totaled
€416 million at December 31, 2008, compared to €456 million at
December 31, 2007.
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These pravisions are analyzed by type as follows:

A restructuring provisions, covering employee expenses and site
closure costs;

2 environmental provisions. Rhodia periodically assesses its
environmental liabilities and future possible remediation
measures. The provision is calculated based on future discounted
cash flows; and

A other provisions.

Adetailed description of the analysis of provisions by type is provided
in Note 28.3 (Restructuring) and note 28.4 (Environment) to
the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

10.1.5 OTHER NON-CURRENT LIABILITIES

Other non-current liabilities totaled €33 million at December 31,
2008, compared to €29 million at December 31, 2007.

10.1.6 SHAREHOLDERS’ EQUITY

Shareholders’ equity amounted to € (356) million at December 31,
2008, compared to the € (368) million at December 31, 2007.

On January 15, 2008, Rhodia increased its capital by €8,617,512
in accordance with its 2006 plan for the allotment of free shares,
orby 718,126 shares;

In 2008, the exercise of share subscription options resulted in the
issuance of 1,111 shares.

At December 31, 2008, the share capital consisted of 101,087,068
shares with a nominal value of €12 per share.
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10.2 Group’s consolidated cash flows

The following table sets forth consolidated cash flows at December 31, 2008, compared to December 31, 2007.

(MTHILSTEUT) . ...o.rrrecrreecermrecarsenseressassrscessesersmmsassssenessessessasensssenserense Abmbcemoer 31, 2007 RO D CeoEA AR TIOC
Cash Flow

Net profit for the year 129 105
Net cash flow from operating activities before changes in working capital 413 375
Net cash from operating activities 413 319
Net cash from/(used by) investment activities (52) (82)
Net cash from/(used by) financing activities (412) (129)
Effect of foreign exchange rate changes (M (31)
Net increase/(decrease) in cash and cash equivalents (52) 77

10.2.1 NETCASH FROM OPERATING
ACTIVITIES

Net cash from operating activities amounted to €319 million in
2008, compared to €413 million in 2007.

This change results from the decline in net cash flow from operating
activity before changes in working capital, which decreased from
€413 million in 2007 to €375 million in 2008, and the change
in working capital (defined as trade and other receivables, plus
changes in inventory less trade and other payables plus changes
in other current assets and liabilities). In 2007 changes in working
capital requirements had no impact on cash, while in 2008 these
requirements increased by €56 million. This rise in working capital
mainly comes from the change in inventory due to increases in
purchase price of raw materials and energy.

10.2.2 NETCASH FROM/(USED BY)
INVESTMENTACTIVITIES

Net cash flow from investing activities accounted for an outflow
of €82 million in 2008, compared to an outflow of €52 million in
2007.

The factors explaining this €30 million increased use of cash flow
were:

2 3 €17 million reduction in purchases of property, plant and
equipment, and a €25 million decline in the acquisition of
tangible fixed assets and other non-current assets (in particulara
€15 million reduction in total software acquisitions as compared
to 2007);

2 3 €64 million decline in income realized from the disposal of
assets, which amounted to €209 million in 2008, compared
to €273 millionin 2007. In particular, Rhodia finalized the sale
of its distribution network, which operated in Southeast Asia,
India, Australia and Taiwan, to Brenntag, as well as the sale of
its Isocyanates business to Perstorp in 2008, whereas in 2007
it finalized the sale of its Silicones business to China National
Bluestar Corporation, as well as the sale of its phosphates
production business in Spain to Misa Inc.;

2 the absence of acquisitions of entities in 2008 generated a
€17 million improvement, specifically due to the acquisition of
the alumina washcoat business from the US group Grace & Co
in 2007,

2 3 €25 million decrease in the repayment of non-current loans,
which generated a €9 million negative cash flow in 2008 as
compared to 3 €16 million positive cash flow in 2007.

10.2.3 NETCASH FROM/(USED BY)
FINANCINGACTIVITIES

Cash flow from refinancing activities represented an outflow of
€(129) millionin 2008, compared to €(412) in 2007. This reduction
in net outflow is related to the absence of significant refinancing
activities subsequent to finalizing the restructuring of Rhodia’s debt
in 2007, specifically with the early repurchase of mast “High Yield”
notes remaining in February and May 2007, partially offset by the
OCEANE issuance in April.
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10.3 Liquidity and capital resources

10.3.1 RHODIA'S FINANCING

Given the refinancing undertaken in 2006 and completed in 2007,
essentially the €1,100 million of Floating Rate Notes due in 2013
and a convertible bond (OCEANE) totaling €595 million maturing in
2014, Rhodia expects its liquidity requirements to be assured until
maturity of the syndicated credit line in June 2012.

The Group’s capacity to repay and/ar refinance its debts at maturity
will depend on its ability to generate pasitive operating cash flows
and on market conditions.

For further information, see Note 24 (Borrowings and financial
debt), Note 24.2 (Analysis of borrowings by maturity and
Note 26.7 (Liquidity risk) to the consolidated financial statements in
chapter20.3.1.3 of this reference document, as well as chapter4.1.3
of this reference document regarding financial risks.

10.3.1.1 SYNDICATED CREDIT LINE

In March 2007, Rhodia entered into a8 multi-currency syndicated
credit facility with a limited number of lending banks for €600 million
(“Multicurrency Revolving Credit and Guaranty Facility” or “RCF”)
maturingonjune 30, 2012. Theinterest rate applied to the borrowed
sums corresponds to the bank discount rate applicable to the currency
of the borrowing plus the applicable margin. The applicable margin
can be reduced based on an improvement in the net consolidated
indebtedness/adjusted EBITDA ratio. The syndicated credit facility
can be used in the form of bank loans and/or guarantees. In 2008,
itwas used exclusively for bank guarantees.

Forfurtherinformation, see Note 24.4 (Commentary on financings)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

10.3.1.2 HIGH YIELD NOTES AND OCEANE
BONDS

As of December 31, 2008, following refinancing operations carried
out in 2006 and 2007, Rhodia’s bond debt is mainly comprised

of:

2 £1,100 million in high-yield notes (Floating Rate Notes) due
October 15, 2013, bearing interest at three-month Euribor
plus 2.75%. In December 2008, Rhodia undertook the early
redemption of a portion of these bonds for 3 nominal amount
of €33 million, thus reducing the principal amount of the notes
to €1,067 million. The redemption price was €17 million.

2 bonds with the option of conversion and/or exchange into new or
existing shares (OCEANEs) fora nominal amount of €595 million,
with maturity on January 1, 2014, and bearing interest at an
annualrate of 0.5%, OCEANE bonds carry a 13.22% redemption
premium. Arepurchase option may be exercised by Rhodia under
certain conditions.

66  Reference Document - RHODIA 2008

10.3.1.3 TRADE RECEIVABLE SECURITIZATION
AGREEMENTS

Rhodia has another financing source by which it sells certain of its
uncollected trade receivables.

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

Twao asset securitization programs, one in Europe and one in North
America, were set up in 2005.

Forfurtherinformation, see Note 24.4 (Commentary on financings)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document.

10.3.1.4 UNCOMMITTED CREDIT FACILITIES
OF RHODIAAND ITS SUBSIDIARIES

Rhodia and certain of its subsidiaries, including unconsolidated
subsidiaries, have entered into a number of uncommitted facilities,
overdraft authorizations and letters of credit with various financial
institutions. The majority of these facilities exist to finance working
capital requirements and for general corporate purposes. These
facilities do not typically have a specified maturity and the lenders
may generally cancel these facilities with relatively short notice.

The uncommitted credit facilities and overdraft authorizations
of consolidated subsidiaries amounted to €79 million at
December 31, 2008.

10.3.2 OFF-BALANCE SHEET
COMMITMENTSAND
CONTRACTUAL OBLIGATIONS

Note 31 (Off-balance sheet commitments and contractual obligations)
to the consolidated financial statements in chapter 20.3.1.3 of this
reference document, presents the off-balance sheet commitments
and contractual obligations mentioned above.

During the March 2007 implementation of the “RCF” Multicurrency
Revolving Credit and Guaranty Facility, Rhodia S.A. provided
collateral security made up of a pledge of the securities of one
of its subsidiaries and a pledge of a secured loan of anather of its
subsidiaries. At December 31, 2008, this surety largely covered
the amount drawn under the RCF, which amounted to €66 million
at such date.



CASH AND CAPITAL RESOURCES
Information on Anticipated Sources of Funds Needed to Fulfill Commitments

10.3.3 |_|QU|D|TY The Rhodia Group also had €534 million available under its
syndicated credit facility.

Rhodia had €492 million in cash and cash equivalents at R o
December 31, 2008, compared to £415 million at December 31, The Group’s liquidity was €1,036 million at December 31, 2008,
2007. compared to €959 million at December 31, 2007.

Rhodia also had €10 million in otherliquid, current financial assets
at December 31, 2008.

10.4 Information on any restrictions on the use of capital
resources

See chapters 4 and 10.3 above.

10.5 Information on anticipated sources of funds needed
to fulfill commitments

Information concerning financing sources expected or needed to meet commitments, as described in chapters 5.3 and 8.1, appear in
chapter 10.3, above.
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The following information is incorporated by reference into this reference document:

2 the section “Key Figures 2007” of chapter 11 (Research and Development), set forth on page 69 of the Company’s reference document
filed with the Autorité des Marchés Financiers on March 31, 2008, under number D. 08-0182;

2 the section “Key Figures 2006” of chapter 11 (Research and Development), set forth on page 74 of the Company’s reference document
filed with the Autorité des Marchés Financiers on March 30, 2007, under number D.07-0257.

KEY FIGURES 2008

R&D Personnel 850
5 (Aubervilliers, Lyon,

Number and locations of research and technologies centers Shanghai, Paulinia, Bristol)

Expenses  dedicated to R&D (cash-flow total) €102 million
Capitalization R&D 15.1 million
Number of registered patents 98

(1) Gross research and development expenses before deduction for disposed assets, capitalization of development costs and subsidies (research tax credits).

With more than 20% of its sales from new products (less than 5 years
old), Rhodia’s Research and Development (R&D) contributes to the
development of existing activities of the Group and to strengthening
itsworldwide leadership positions. Its mission is to conceive custom-
made solutions and products that are quickly marketable and
value-creating. The mission is also to identify new opportunities
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to generate profitable internal growth. It is made up of a solid,
dynamic, international network of skills and experts. This network
provides technical support for commercial actions and conceives
of incremental improvement projects and break-through projects
intended to improve the performance of industrial processes orresult
in the launch of new products.



RESEARCH AND DEVELOPMENT

Product and Process Innovations to Develop Rhodia’s Growth Platforms

11.1 An ambitious, growth-producing strategic vision

The collective awareness of the stakes of sustainable development
and the establishment of new regulations will create new needs
that led Rhadia to structure its R&D around three axes. lts lifecycle
analysis process, measuring the impact of its products and processes
on the environment from their conception (choice of raw materials)
to the end of the lifecycle fits into this strategy perfectly.

ENVIRONMENTAND CL