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THIS DOCUMENT IS Ibii‘ORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. When considering what
action you shou]d take, you should seck your own personal financial advice immediately from your stockbroker, bank,
solicitor, ace anager or other appropriate independent financial adviser authorised under the Financial

Services
UBS Warbn gMs International and Merrill Lynch are acting as underwriters and financial advisers and
UBS Warburg is 3 sponsor for ICI and no-one else in connection with the Rights Issue and none of them will be

responsible to anyone oer than ICI for providing the protections offered to clients of UBS Warburg, Goldman Sachs
International and Merrill Lynch respectively nor for providing advice in relation to the Rights Issue.

If you sell or have sold or otherwise transferred all of your existing ICI Shares {other than ex-rights) in certificated form before
26 February 2002 (the “ex-rights date”), please send this document and any accompanying document at once to the purchaser or
transferce or to the bank, stockbroker or other agent through whom you sell or have sold or otherwise transferred your ICI Shares
for delivery to the purchaser or transferee. If you sell or have sold or otherwise ransferred ICI Shares held in uncertificated form
before the ex-rights date, a claim transaction will automatically be generated by CRESTCo which, on settlement, will transfer the
appropriate number of Nil Paid Rights to the purchaser or wransferee,

The distribution of this document and/or the accompanying documents, and/or the transfer of Nil Paid Rights or Fully Paid
Righrs, through CREST or otherwise, in jurisdictions other than the UK may be restricted by law and therefore persons into
whose possession this document comes should inform themselves about and observe any of those restrictions. Any failure to
comply with any of these restrictions may constitute a violation of the securities laws of any such jurisdiction.

A copy of this document, which comprises a prospectus relating to the new ICI Shares prepared in accordance with the listing
rules made under section 74 of the Financia! Services and Markets Act 2000, has been delivered to the Registrar of Companies in
England and Wales for registration as required by section 83 of that Act. A copy of this document has also been delivered to the
Registrar of Companies in Ireland, together with copies of the consents referred to in paragraph 16 of Part 6 of this document
and the contracts referred to in paragraph 14 of Part 6 of this document as required by section 47 of the Irish Companies Act
1963.

ICI Shares are listed on the Official List and traded on the London Stock Exchange. 1CI ADSs are traded on the New York Scock
Exchange. Application has been made 1o the UK Listing Authority and 1o the London Stock Exchange for the new ICI Shares to
be admitted o the Official List and o trading on the London Stock Exchange’s market for listed securities. It is expected that
admission of the new ICI Shares to the Official List and trading on the London Stock Exchange’s marker for listed securiries will
become effective and that dealings will commence, nil paid, in the new ICI Shares on 26 February 2002. Application will also be
made for the new ICI ADSs to be listed on the New York Stock Exchange.
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Subject to the passing of the Resolutions at the Extraordinary General Meeting on 25 February 2002, and the Rights Issue
otherwise becoming unconditional, the latest time and darte for acceptance of the Rights Issue is expected to be 9.30 a.m. on
20 March 2002. The procedures for acceptance and payment are set out in Part 3 of this document and, for Qualifying non-
CREST S$hareholders only, also in the Provisional Allotment Letter. Qualifying CREST Shareholders should refer to paragraph
4 of Part 3 of this document.

Your attention is drawn to the letter of recommendation from the Chairman of ICI which appears in Part 1 of this document,

This document is intended for use only in connection with offers and sales of rights to the new ICI Shares to persons outside the
United States and is nor o be sent or given to any person within the United States. The shares and share rights offered in this
document are not being registered under the US Securities Act of 1933 (as amended) for the purpose of sales outside the US. If
you have received this document and are a holder of ICI ADSs or a US Holder of ICI Shares you should have been sent a copy of
the US Prospectus. For details of how to obrain a copy of the US Prospectus, you should refer to paragraph 7(c} of Part 3 of this
document.

Neither this document nor any other dacument relating to the Rights Issue shall be provided by any means to any persons inside
the Republic of France until the French Commission des Opérations de Bourse has granted its visa on the prospectus.

It is expected that Provisional Allotment Letters will be despatched to Qualifying non-CREST Shareholders other than these
resident in Australia, Belgium, Canada, Japan or South Africa on 25 February 2002. Qualifying CREST Shareholders will not
{except in the circumstances described below) receive a Provisional Allotment Lerter. Qualifying CREST Shareholders other than
thase resident in Australia, Belgium, Canada, Japan or South Africa are expected to teceive a credic o their appropriate stock
accounts in CREST in respect of the Nil Paid Rights to which they are entitied on 26 February 2002. The Nil Paid Rights so
credited are expecied 1o be enabled for settlement by CRESTCo as soon as practicable after admission of the new ICI Shares o
the Official List. If the Nil Paid Rights are for any reason not enabled by 11.00 a.m. on 26 February 2002, Provisional Allotment
Letters shall, unless the Underwriters agree otherwise, be sent to each Qualifying CREST Shareholder outside such jurisdictions
in substitution for the Nil Paid Rights credired to that Qualifying CREST Shareholder’s stock account in CREST.

Qualifying Non-CREST Shareholders should retain this document for reference pending receipt of a Provisional Allormenr Lerter.
Qualifying CREST Shareholders should note thar they will receive no further written communication from ICl in respect of the
Rights Issue. They should accordingly retain this document for, amongst other things, details of the action they should rake in
respect of the Righes Issue. Qualifying CREST Shareholders who are CREST sponsored members should refer to their CREST
sponsors regarding the action to be taken in connection with this document and the Rights [ssue.

The attention of Overseas Shareholders is drawn 1o paragraph 7 of Part 3 of this document.

Notice of an Extraordinary General Meeting of ICI to be held at Queen Elizabeth 1T Conference Centre, Broad Sanctuary,
Westminster, London SW1 on Monday, 25 February 2002 at 9.30 a.m., is set out at the end of this document. A Form of
Proxy for use at the Extraordinary General Meeting is enclosed and, to be valid, should be completed and returned as soon as
possible, but in any event so as to be received by Lloyds TSB Registrars not later than 9.30 a.m. on 23 February 2002,
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WHERE TO FIND HELP

Part 2 of this document answers some of the questions most often asked by sharehelders about rights issues and the
procedure for acceptance and payment. If you have further questions, please telephone the Shareholder Helpline on
the numbers set out below. This helpline is available from 8.00 a.m. to 8.00 p.m. Monday to Friday and from
10.00 a.m. to 4.00 p.m. on Saturday and will remain open undl 15 April 2002.

Shareholder Helpline telephone numbers: 0800 096 4008 (From inside the UK)
+44 20 7335 8757 (From outside the UK)

Note: For legal reasons, the Shareholder Helpline will only be able to provide information contained in this document (and
in addition information relating to ICI's register of members) and will be unable to give advice on the merits of the Rights
Issue or to provide financial or investment advice.

Cautignary statement regarding forward-looking statements

This document contains certain statements that are or may be forward-looking. By their nature, forward-locking
statements involve risk and uncertainty because they relate to events and depend on circumstances that may occur in
the future, There are a number of factors that could cause actual events and developments to differ marerially from
those expressed or implied by such forward-looking statements. These factors include, but are not limited to, the
investment considerations described in Part 5 of this document.




EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Record Date for the Rights Issue
Latest time for receipt of Forms of Proxy
Extraordinary General Meeting

Despatch of Provisional Allotment Letters (to Qualifying non-CREST
Shareholders only)

Nil Paid Rights credited to stock accounts in CREST (Qualifying CREST Share-
holders only)

Dealings in new ICI Shares, nil paid, commence on the London Stock Ex-
change

Recommended latest time for requesting withdrawal of Nil Paid Rights from
CREST (i.e. if your Nil Paid Rights are in CREST and you wish te convert them
into certificated form)

Latest time and date for depositing renounced Provisional Alloument
Letters, nil paid, into CREST or for dematerialising Nil Paid Rights into a
CREST stock account

Latest time and date for splitting Provisional Allotment Letters, nil paid
Dealings in Fully Paid Rights commence on the London Stock Exchange

Latest time and date for acceprance and payment in full

Recommended latest time for requesting withdrawal of Fully Paid Righes from
CREST (i.e. if your Fully Paid Rights are in CREST and you wish o convert
them into certificated form)

Latest time and date for splitting Provisional Allotment Letrers, fully paid
Latest time for depositing renounced Provisional Allotment Letters, fully paid,
into CREST or for dematerialising Fully Paid Rights into a CREST stock ac-

count

Latest time and date for registration of renunciation of Provisional
Allotment Letters, fully paid

New 1CI Shares credited 1o CREST stock accounts

Despatch  of definitive  share certificates  for new ICI  Shares in
certificated form

Notes:

2002

Close of business on 20 February

9.30 a.m. on 23 February

9.30 a.m. on 25 February

25 February

26 February

8.00 a.m. on 26 February

9.30 a.m. on 13 March

3.00 p.m. on 15 March
3.00 p.m. on 18 March
8.00 a.m. on 19 March

9.30 a.m. on 20 March

9.30y a.rn. on 27 March

3.00 p.m. on 3 April

3.00 p.m. on 3 April

3.00 p.m. on 5 April

8 April

12 April

(i) The dates ser out in the expected timetable of principal events above and mentioned throughout this decument and in
the Provisional Allosmens Lester may be adjusted by ICI, in which event details of the new dates will be notified to the
UK Listing Authority and to the London Stock Exchange and, where appropriate, to ICI Shareholders.

(it) References to times in this document are to London time unless otherwise stated.
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PART 1 - Letter from the Chairman of ICi

To ICI Sharcholders and, for information only, to participants in the ICI Share Option Schemes

4 February 2002

7 for 11 Rights issue of up to 463,277,500 new ICI Shares at 180 pence per share

T en, Zhanc beol e,

introduction

Your Board announced today that ICl is proposing to raise approximately £808 million, net of expenses, by the issuc
of up to 463,277,500 new ICI Shares at a price of 180 pence per share. The issue is being made by way of a rights
issue to Qualifying Shareholders on the basis of 7 new ICI Shares for every 11 existing ICI Shares held at the close of
business on 20 February 2002. The Issue Price of 180 pence per new ICI Share represents a 44 per cent. discount o
the closing middle market price of 324 pence per ICI Share on 1 February 2002, the last business day before the
date of this letter. The Rights Issue is fully underwritten.

ICI also intends to divest Synetix, its catalysts business.

The purpose of this document is to provide you with details of the Rights Issue and to explain why the Directors
believe that the Rights Issue is in the best interests of ICI and its shareholders as a whole.

This document also contains ICI's operating and financial review for the fourth quarter and full year and its audired
results for the year ended 31 December 2001 released today, which are set out in Part 4 of this document.

Set out at the end of this document is a notice convening an Exiraordinary General Meeting of 1CI 1o be held at
Queen Elizabeth 11 Conference Centre, Broad Sanctuary, Westminster, London SW1 on Monday, 25 February 2002
at 9.30 a.m. to pass Resolutions to increase 1CI's authorised share capital and to grant the Directors authority to
allot shares in relation to the Rights Issue. The Rights Issue is conditional upon, amongst other things. the passing of
those Resolutions.

UBS Warburg is acting as sponsor to 1CI with regard to the Rights Issue. The Rights Issue is being underwritten by
UBS Warburg, Goldman Sachs and Merrill Lynch. UBS Warburg, Goldman Sachs and Merrill Lynch are acting as
financial advisers wo ICI in relation to the Rights Issue. UBS Warburg and Merrill Lynch are acting as ICI's brokers.

Background to and reasons for the Rights Issue

The Group's strategic transformation, which began in 1997, is essentially complere. ICI has refocused its business
from commodity chemicals into higher added value specialty products and paints, addressing specific and specialised
customer needs. 1CI's businesses are now more knowledge intensive than capital intensive and focused on delivering
innovative products to customers in a wide range of sectors of the world economy.

ICTI's speciality products and paint businesses, referred to as the International Businesses, comprise National Starch,
Quest, Performance Specialties and Paints. These businesses serve diverse consumer and industrial markets through
some 40 strategic business units, comprising close to 100 operating units with an array of market leadership positions
across the world. In addition, a number of Regional and Industrial Businesses remain in the Group’s portfolio.

ICI's higher growth potential businesses include electronic and engineering materials, specialty food starches, flavours
and fragrances, personal care ingredients and decorative paints in Asia.

ICI's objective is to be an industry leader in its chosen markets, creating superior value for its customers and
sharcholders. [CI's aim is to build on the strength of the International Businesses, harnessing the Group's geographic
reach and maximising its technology and creativity for the benefit of its customers.
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To suppott this, ICI maintains a constant focus on improving its businesses’ operational performance. In 2001, ICI
initiated a wide ranging restructuting programme across all of its International Businesses in order to underpin future
growth as well as to provide both cost savings and working capital improvements.

The Board believes that the International Businesses have a quality customer and product mix, have strong
management teams and have potential for profitable growth.

The Board believes the results announced today demonstrate the quality and resilience of the business in a tough
economic climare. Sales on a like-for-like basts for the Internarional Businesses for the year ended 31 December 2001
were in line with last year despite the difficult external environment. The Group’s trading profit (before goodwill
amortisation and exceptional items) was only 6 per cent. lower than in 2000.

Howevet, a consequence of the divestment of most of its commeodity industrial chemicals portfolic — more than 50
businesses in the last four years — has been ICI suffering cash outflows associated with restructuring charges, pensions
top-up payments and other charges.

As at 31 December 2000 ICFs net debe stood at £2,799 million, and interest cover for the 2000 financial year was
3.2 times. By 30 September 2001, net debt had risen to £3,109 million, bur interest cover for the first 9 months of
2001 improved to 3.5 times as ICI benefited from lower prevailing interest rates, particularly in the United States.

In the difficult economic citcumstances of 2001 divestment proceeds received in the year, which had been intended
to pay down indebtedness, fell short of previous expectations. 1CI had expected to receive proceeds from the sale of
its investment in Huntsman International Holdings, LLC (“"HIH"} in 2001. However, on 21 December 2001 1Cl
announced that re-negotiations between the Huntsman Corporation and ICI regarding the sale of ICI's equity in
HIH had concluded, and proceeds were now unlikely to be received before the third quarter 2003. In addition, in
the aftermath of the tragic events of 11 September 2001, the Company believes that market interest in ICI's
investment in Pakistan PTA Limited is unlikely to result in fair value being realised in the near rerm.

Credit markets also became more difficult generally in the latter part of 2001, Discussions with the credit rating
agencies which began at the end of fast year have led the Board to conclude that a credit rating downgrade is likely if
action is not taken. If the Rights Issue were not to proceed, ICI's financing needs would continue to be met in the
debt markets, although the likely rating downgrade would lead tw reduced funding options and significantly higher
financing costs, which would have a significant impact on the ongoing carnings per share of ICL.

Your Board believes that the proceeds from the Rights Issue, together with the proceeds from a future divestment of
Synetix, will secure a stable BBB/Baa2 rating from the credit rating agencies. This will enable the Company to achieve
debrt refinancing as it is required, on significantly better terms than at a lower credit rating.

Net debt at 31 December 2001 was £2,917 million and the Rights Issue is expected, on closing, to raise
approximately £808 million, net of expenses. Proceeds from the Rights Issue and the future divestment of Synetix
will be used to pay down debr as it falls due.

Your Board has considered a wide range of options before reaching the conclusion thar this decisive action is necessary
and believes that it is in the best interests of ICl and tts shareholders to take this action now, rather than suffer
higher debt financing costs and potential constraints on running the business.

ICI’s stated growth policy is 1o develop its business organically, supplemented by small serategic bolt-on acquisitions.
In line with this policy, your Board is not considering any substantial acquisitions nor does it currently plan to
consider such acquisitions.

In summary, your Board believes that the transformation to a specialty products and paincs company has delivered
resilient trading performance. The proceeds of the Rights Issue and the divestment of Synetix will strengthen 1CI's
balance sheet, improve ICI’s financial flexibility and are expected to stabilise ICI's credit rating. Your Board believes
that this action should position [CI to realise the growth potential of its technology, creativity and geographic reach,
for the benefit of both its customers and shareholders.

Divestment of Synetix

As indicated above, ICI also intends to divest Synetix. In a global market of $8 billion, Synetix focuses on the sales
of caralysts and service technologies in key market segments — edible oils, polymerisation, methanol, ammenia, oil
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and gas, chemicals, fine chemicals and oleochemicals. Synetix has catalyst production facilities in several countries
and is headquartered in the UK, with around 800 employees and 5,000 cuscomers in 85 countries. Your Board
believes that Synetix is a strong business in a consolidating industry. ICI has made a decision not to participare in
this consolidation and believes Synetix is an attractive asset whose divestment would create more value for ICI’s
shareholders than its retention as part of the Group. For the year ended 31 December 2001, Synetix had sales of
£143 million, trading profic of £24 million and at 31 December 2001 had net operating assets of £101 million,

Results, current trading and prospects

ICI today announced its audited results for the year ended 31 December 2001. These results, which are set out in
Part 4 of this document, show that the International Businesses have continued to deliver resilient performance
during the fourth quarter, despite difficult trading conditions. Sales for the International Businesses as reported for
the fourth quarter of £1,341 million were only marginally below the fourth quarter of the previous year. On a
like-for-like basis, fourth quarter sales for the International Businesses were only 1 per cent. below the prior year, and
trading profits were in line.

For the full year ended 31 Decernber 2001, wrnover for continuing operations of £6,425 million was slightly ahead
of the £6,415 million achieved last year. Earnings before interest, tax, deprectation and goodwill amortisation for
continuing operations showed a decrease of only 4 per cent. to £782 million. Profit before rax, exceptional items and
goodwill amortisation amounted to £401 million, a decrease of 11 per cent. from 2000, while earnings per share
before exceptional items and goodwill amortisation of 39.6 pence was 10 per cent. lower.

Although trading figures for January 2002 are not yet available and economic conditions remain uncertain,
preliminary indications are that, while results for individual businesses may vary, sales overall have started
satisfactorily and the Board believes that prospects for the Group as a whole for the cutrent financial year are
satisfactory.

Investment considerations

Part 5 of this document contains certain investment considerations relating to ICI, the Rights Issue and the new ICI
Shares.

Dividerxls

Consistent with its dividend policy announced at the time of publication of the third quarter 2000 resules, ICI has
announced a second interim dividend (in which the new ICI Shares will not participate) of 9.75 pence per existing
ICI Share bringing the total dividend for the year to 16 pence per existing ICI Share. Going forward, as previously
stated, dividends are expected to represent about one third of net profit before exceptional items and goodwill
amortisation. The new ICI Shares, when issued and fully paid, will rank equally in all respects with existing issued
ICI Shares including the right to receive all further dividends or other distributions made, paid or declared after the
date of this document except the second interim dividend for 2001 referred to above. The second interim dividend
is expected to be paid on 23 April 2002 to ICI Shareholders on the register on 8 March 2002,

Principal terms of the rights issue

Up 10 463,277,500 new ICI Shares are being offered in connection with the Rights Issue, with a view to raising
approximately £808 million, after expenses. The Issue Price of 180 pence per new 1CI Share represents a 44 per
cent. discount to the closing middle markert price of 324 pence per ICI Share on 1 February 2002, the last business
day before the date of this document.

Qualitying Shareholders are being offered new 1C] Shares at a ptice of 180 pence per new ICI Share on the following

basis:

7 new ICI Shares for every 11 existing ICI Shares

held and registered in their name at the close of business on 20 February 2002 and so in proportion to any other
number of 1CI Shares then held.

Fractions of new ICI Shares will not be allotted and Qualifying Shareholders’ entitlements will be rounded down to
the nearest whole number of new 1CI Shares.
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The Rights Issue is conditional upon:

(i) the passing of the Resolutions at the EGM, or any adjournment theteof;

(i) Admission becoming effective by not later than 8.00 a.m. on 26 February 2002 (or such later time and/or
date as the Underwriters and ICl may agree (being not later than 5 March 2002)}; and

(iii) the Underwriting Agteement otherwise having become unconditional in all respects and not having
terminated in accordance with its terms prior to commencement of dealings in the new ICI Shares, nil

paid.

Subject, amongst other things, to the passing of the Resolutions, it is intended that Provisional Allotment Letters in
respect of the new ICI Shares will be despatched on 25 February 2002 to Qualifying non-CREST Sharcholders other
than cerrain Overseas Sharcholders at their own risk. It is expected that Nil Paid Rights of Qualifying CREST
Shareholders will be credited to their appropriate stock accounts by 8.00 a.m. on 26 February 2002.

It is expected that Admission will become effective on 26 February 2002 and that dealings in the new ICI Shares, nil
paid, will commence at 8.00 a.m. on that day.

The Rights Issue is expected to result in the issue of up o 463,277,500 new ICI Shares (representing approximately
39 per cent. of the issued ordinary share capital of ICI, as so enlarged).

UBS Warburg is acting as sponsor to ICI with regard to the Rights 1ssue. UBS Warburg, Goldman Sachs and Merrill
Lynch are acting as financial advisers to ICI in relation to the Rights Issue. The Rights [ssue, which is deeply
discounted, is being underwritten by UBS Warburg, Goldman Sachs and Merrill Lynch to address ICI's desire for a
high level of certainty of funds. The deeply discounted nature of the Rights [ssue has also allowed the Company o
reduce underwriters’ commissions taken as a whole to less than those normally payable en a traditional righes issue
and so hone of the sub-underwriting commissions are to be offered for tender. A summary of the material terms of
the Underwriting Agreement is set out in paragraph 14(h) of Part 6 of this document.

Taxation

Selected information regarding taxation in connection with the Rights Issue is set out in paragraph 11 of Part 6 of
this document. ICl Shareholders who are in any doubt as to their tax position should consult an appropriate
professional adviser as soon as possible.

Extraordinary General Meeting

At the end of this document, there is a Notice of the Extraordinary General Meeting to be held at Queen Elizabeth [I
Conference Centre, Broad Sanctuary, Westminster, London SWi on Monday, 25 February 2002 at 9.30 a.m., at
which the resolutions necessary to increase ICI's authorised share capital and to grant the Directors authority to alloc
shares in relation 1o the Rights Issue will be put to ICI Sharcholders for approval. The authority proposed to be
granted to the Directors will not be used for any purpose except in relation to the Righrs Issue and, to the extent
unused, will lapse at the conclusion of the 2002 Annual General Mecting of ICL.

The Resolutions will be put to a poll rather than a show of hands at the EGM. As the adoption of resolutions at
general mectings of the Company is of high importance, your Board wishes to make sure that there is an accurate
record of the votes cast by all shareholders, and that the vote is not restricted to those shareholders who find
themselves able to atzend the EGM.

The Company has a large number of shareholders, some 175,000, and is conscious that it is not possible for them all
to attend the EGM. Your Board feels strongly that a poll vote gives fairer weight to the views of all shareholders and
that a broad representation of views is essential to ensure the maximum involvement on the pare of all shareholders
in the Company’s decision-making process,

This approach to voting will be adopted by the Company for all future general meetings.

Details of the ordinary share capital of ICI and the authorities granied to the Directors to allot ICI Shares are set out
in paragraph 3 of Part 6 of this document.
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Action to be taken

You will find enclosed a Form of Proxy for use in relation to the EGM. Whether or not you intend to be present in
person at the EGM, you are requested to complete, sign and return the Form of Proxy by post or by hand to Lloyds
TSB Registrars, The Causeway, Worthing, West Sussex, BN99 6B] as soon as possible, but, in any event, so as to
arrive by no later than 9.30 am. on 23 February 2002. Completion and return of the Form of Proxy will not
preclude you from attending the EGM and voting in person should you wish.

You are not required to take any action at present in respect of the Rights Issue. It is intended that if the Resolutions
are passed at the Extraordinary General Meeting and the Rights Issue proceeds:

(a) if you are a Qualifying non-CREST Sharcholder {unless you have a registered address in Australia, Belgium,
Canada, Japan or South Africa) you will be sent a Provisional Allotment Letter giving details of your
entitlements to new IC{ Shares by post on 25 February 2002; and

(b} if you are a Qualifying CREST Shareholder {unless you have a registered address in Australia, Belgium, Canada,
Japan or South Africa) your CREST stock account will be credited with your entidlement to Nil Paid Rights on
26 February 2002,

Please see Part 3 of this document for further terms and conditions of the Rightes Issue.

if you sell or have sold or otherwise transferred all of your existing ICI Shares before 26 February 2002 you will not
be entitled to participate in the Rights Issue. However, the purchaser or transferee of your ICI Shares may be entitled
to participate in the Rights Issue in your place. In this case, pleasc send this document together with the
accompanying documents immediacely w the purchaser or transferee or to the bank, stackbroker or ather agent
through whom you sell or have sold or transferred your shares for delivery to the purchaser or transferee.

The latest time for acceptance under the Righes Issue is expected, unless otherwise announced to the Company
Announcements Office of the London Stock Exchange by ICI, to be 9.30 a.m. on 20 March 2002. The procedure
for acceprance and payment depends on whether, at the time ac which acceprance and payment is made, the Nii
Paid Rights are in certificated form (chat is, are represented by a Provisional Allotment Letter) or are in uncertificated
form (that is, are in CREST). The procedures for acceptance and payment are set out in Part 3 of this document.
Further details will also appear in the Provisional Allotment Letters that are expected to be sent 1o Qualifying non-
CREST Sharcholders (other than certain QOverseas Sharcholders) in due course,

Qualifying CREST Shareholders who are CREST sponsored members should refer to their CREST sponsors
regarding the action to be taken in connection with this document and the Rights Issue.

Overseas Shareholders and IC] ADS holders

Information for holders of 1CI Shares who have registered addresses outside the UK or who are citizens or residents
of countries other than the UK appears in paragraph 7 of Part 3 of this document, which sets out the restrictions
applicable 1o such persons. If you arc an Overseas Sharcholder, it is important that you read that parnt of this
document.

To comply with US securities laws, the Rights Issue is being made to holders of [Cl ADSs and US Holders of ICI
Shares pursuant to a registration statement expected to become effective on the date of this document. Holders of
IC1 ADSs and US Holders of ICI Shares should read the US Prospectus. If such holders do not receive a copy of the
US Prospectus, a copy can be obtained from the US information agent, Georgeson Shareholder Communications,
Inc. on +1 866 431 8984, or from ICI’s registered office.

ICl employee share schemes

Derails of how participants’ rights under ICI's employee share schemes will be affected by the Rights Issue appear in
the paragraph entitled “1CI employee share schemes™ in paragraph 4 of Part 6 of this document.

Further information

Part 2 of this document answers some of the questions most often asked by sharcholders about rights issues and the
procedure for acceprance and payment.




PART 1 - Letter from the Chairman of ICI

If you have any further questions please telephone the Shareholder Helpline on 0800 096 4008 (or
+44 20 7335 8757 if you are calling from outside the UK). This Helpline is available from 8.00 a.m. to 8.00 p.m.
Monday to Friday and from 10.00 a.m. to 4.00 p.m. on Saturday and will remain open undl 15 April 2002, For
legal reasons, the Shareholder Helpline will only be able to provide you with information contained in this document
(and in addition information relating to ICI’s register of members) and will be unable to give advice on the merits of
the Rights Issue or to provide financial or investment advice.

Holders of ICl ADSs and US Holders of IC! Shates should refer to paragraph 7(c} of Part 3 of this decument and
the US Prospectus.

Recommendation

The Directors consider that the Rights Issue is in the best interests of ICI and its sharcholders as a whole and
accordingly recommend that you vote in favour of the Resolutions as they intend to do in respect of the 295,196
IC1 Shares which they own or otherwise control (representing approximately 0.04 per cent. of the Company’s issued
ordinary share capital).

Your Board has received financial advice in relation to the Rights Issue from UBS Warburg, Goldman Sachs
International and Merrill Lynch. In providing their advice to the Board, UBS Warburg, Goldman Sachs International
and Merrill Lynch have relied on the Directors’ commercial assessment of the Rights Issue and ICI's funding
requirements. The Directors intend to take up their full entitlements to new 1CI Shares in respect of their own

beneficial holdings of ICI Shares.

Lord Trotman

Chairman

Imperial Chemical House
Millbank

London

SWID 3JF

Registered in England No. 218019




PART 2 ~ Some Questions and Answers on the Rights Issue

The questions and answers set out in this Part 2 are intended to be in general terms only and, as such, you should
read Part 3 of this document for full details of what action you should take. If you are in any doubt as to what
action you should take, please consult your stockbroker, bank, solicitor, accountant, fund manager or other
appropriate financial adviser.

Traditionally, ICI Shares have been held in certificated form (that is, represented by share certificates). Now, many
ICI Shares are held in uncertificated form (that is, through CREST). Section A below deals with general questions,
and specific questions relating ro shares in certificated form. Section B below deals with specific questions relating to
shares held in uncertificated form (in CREST).

If you do not know whether your 1CI Shares are in certificated or uncertificated form, call the Shareholder Helpline
on 0800 096 4008 (or +44 20 7335 8757 if you are calling from outside the UK). For legal reasons, the Sharcholder
Helpline will only be able to provide information conrained in this document (and in addition information relating
to ICI's register of members) and will be unable to give advice on the merits of the Rights Issue or to provide financial
or investment advice.

SECTION A: GENERAL QUESTIONS AND QUESTIONS FOR HOLDERS WITH SHARE CERTIFICATES

What is a rights issue?

Rights issues are a way for companies to raise money. They do this by giving their existing shareholders a right to
buy shares in proportion to their existing shareholdings. This Rights Issue is an offer of 7 new ICI Shares for every
11 ICI Shares held at the close of business on 20 February 2002 (the Record Date for the Rights Issue). So, if you
hold ICl Shares on the Record Date, you will be entided 1o buy 7 new 1C! Shares for every 11 ICI Shares you hold.

New shares are typically offered in a rights issue at a discount to the current share price at the time the offer is made.
Because of this discount, the right to buy the new shares is potentially valuable. In this Rights Issue, the Issue Price
represents a 44 per cent. discount to the closing middle market price of 324 pence per ICI Share on 1 February
2002, the latest practicable date before the date of this document.

If you do not want to buy the new ICI Shares to which you are entitled, you can instead sell your rights ro those
shares. This is referred to as dealing “nil paid”.

What happens next?

The Company needs to increase its authorised share capital and the Directors need authority to allot the new ICI
Shares before the Rights Issue can proceed. These marters need shareholder approval and so ICI has called an
Extraordinary General Meeting of ICI Shareholders 1o be held ar Queen Elizabeth 1T Conference Centre, Broad
Sanctuary, Westminster, London SW1 on Monday, 25 February 2002 ar 9.30 am. Please see the Notice of
Extraordinary General Mecting at the end of this document.

You will find enclosed with this document a Form of Proxy for use in relation 1o the Extraordinary General Meeting,.
Whether or not you intend to be present in person at the EGM, you are requested to complete, sign and return the
Form of Proxy by post or by hand to Lloyds TSB Registrars at The Causeway, Worthing, West Sussex BN99 6B] as
soon as possible, but, in any event, so as to arrive by no later than 9.30 a.m. on 23 February 2002. Completion and
return of the Form of Proxy will not preclude you from attending the meeting and voting in person should you
wish,

What do |1 need to do in relation to the Rights Issue?

You are not required to take any action at present in respect of the Rights Issue. It is intended that if the relevant
Resolutions arc passed at the Extraordinary General Meeting, the Rights Issue will proceed and (assuming you hold
ICI Shares in certificated form) it is expected that a Provisional Allotment Letter will be despatched to you on
25 February 2002 (unless your registered address is in Australia, Belgium, Canada, Japan or South Africa).

What are my options and what should | do with the Provisional Allotment Letter when it

arrives?

When the Provisional Allorment Letter arrives, it will show:

in Box I:  how many [Cl Shares you held at the close of business on 20 February 2002 (the Record Date for the
Rights Issue);

11




PART 2 - Some Questions and Answers on the Rights Issue

in Box 2 how many new ICI Shares you are entitled to buy; and

in Box 3:  how much you need to pay if you want to take up your rights in full.

(a)

(b)

(o

if you want to take up all your rights

If you want to take up all your rights to subscribe for the new ICI Shares to which you are entitled, all you
need to do is send the Provisional Allotment Letter, together with your cheque for the full amount shown in
Box 3, payable to “Lloyds TSB Bank Plc — ICI Rights Issue” and crossed “A/C payee only”, by hand or by post
to Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BN99 GDA, or by hand only (between
normal business hours) to Lloyds TSB Registrars, Antholin House, 71 Queen Street, London, EC4N 1SL to
arrive before 9.30 a.m. on 20 March. You can use the reply-paid envelope that will be enclosed with the
Provisional Allotment Letter. Paragraph 3(b) of Part 3 of this document has full instructions on how to accept
and pay for your new [CI Shares. Instructions will also be set out in the Provisional Allotment Letter. You will
be required to pay in full for all the rights you take up. A definitive share certificate will be sent to you for the
new [CI Shares you buy.

You will only need your Provisional Allotment Letter to be returned to you if you want to deal in your Fully
Paid Rights. Your Provisional Allotment Letter will not be returned to you unless you tick Box 4 on page |
of the Provisional Allotment Letter, Your definitive share certificate is expected to be despatched 1o you by
12 April 2002.

if you do not want to take up your rights at ali

If you do not want to take up your rights, you do not need to do anything. If you do not return your Provisional
Allotment Letter by 9.30 a.m. on 20 March, we have made arrangements under which the Underwriters will
try to find investors to take up your rights and those of others who have not taken up their rights by 22 March
2002. If the Underwriters do find investors and are able to achieve a premium over the Issue Price and the
related expenses of procuring those investors (including any irrecoverable value added tax) you will be sent a
cheque for your share of the amount of that premium. Cheques are expecied ro be desparched by 2 April 2002
and will be sent to your address appearing on ICI’s register of members (or to the first named holder if you
hold your shares jointly).

If you want to take up some but not all of your rights

If you want to take up some but not all of your rights and wish to sell some or all of those you do not want to
take up, you should first apply to have your Provisional Allotment Letter split by completing Form X on page 4
of the Provisional Allotment Letter, and returning it to Lloyds TSB Registrars, Antholin House, 71 Queen
Street, London EC4N 1SL, to be received by 3.00 p.m. on 18 March 2002, the last time and date for spliuting
Provisional Allotment Letters, nil paid, together with a covering letter stating the number of split Provisional
Allotment Letters requited and the number of Nil Paid Rights to be comprised in each split Provisional
Allotment Letter. You should then deliver the split Provisional Allotment Leteer representing the new 1Cl Shares
you wish to accept together with your cheque to Lloyds TSB Registrars to be received by 9.30 a.m. on
20 March, the last date and time for acceprance and payment in full.

If you want only 1o take up some of your rights (but not sell the rest yourself), you should also follow the
procedure to apply for split Provisional Alletment Letters in accordance with the previous paragraph.

How do | know if | am eligible to participate in the Rights lssue?

If you receive a Provisional Allotment Letter then you should be eligible to participate in the Rights Issue {as long as
you do not sell all of your ICI Shares before 26 February 2002 (the ex-rights date)).

What if | do not receive a Provisional Allotment Letter?

If you do not receive a Provisional Allotment Letter and you do not hold your ICI Shares in CREST, this probably
means that you are not eligible to participate in the Rights Issue. Some Qualifying Sharcholders, however, will not
receive a Provisional Allotment Letter, namely:

Qualifying CREST Sharcholders (please see section B below);
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*_ Qualifying non-CREST Shareholders who bought ICI Shares before 26 February 2002 but were not registered
as the holders of those ICI Shares at the close of business on 20 February 2002; and

e certain Overseas Shareholders.

If you do not receive a Provisional Allotment Letter (these are expected to be sent on 25 February 2002) bur think
that you should have received one, please contact the Shareholder Helpline on 0800 096 4008 (or +44 20 7335 8757
if you are calling from outside the UK). For legal reasons, the Shareholder Helpline will only be able o provide
information contained in this document {and in addition information relating to ICI’s register of members) and wil
be unable to give advice on the merits of the Rights Issue or to provide financial or investment advice.

How many new IClI Shares am { entitled to buy?

Box 2 on page 1 of the Provisional Allotment Letter will show the number of new ICI Shares you are entitled to
buy. You are entitled to 7 new ICI Shares for every 11 ICI Shares held on 20 February 2002, the Record Date

(rounding down any fractions).

If 1 buy IC1 Shares after the Record Date for the Rights Issue (20 February 2002}, will I be
eligible to participate in the Rights Issue?

If you buy ICI Shares after the Record Date but prior to 26 February 2002, the date the ICI Shares start trading ex-
rights (that is, withouc the right to participate in the Rights Issue), you will be eligible to participate in the Rights
Issue. If you buy ICI Shares on or after 26 February 2002, you will not be eligible in respect of those shares.

if | take up my rights, when will 1 receive my new share certificate?

If you rake up your rights under the Rights Issue, share centificates for the new ICI Shares are expected to be posted
by 12 April 2002.

Am | entitled to fractions of the shares?

Your entitlement is calculated by multiplying your holding of ICI Shares by 7 and dividing the resuit by 11. If the
result is not a whole number, your entitlement will be rounded down 1o the nearest whole number, meaning that
you will not receive 2 new [Cl Share in respect of the fractional entitlement. The new ICI Shares representing the
aggregated fractional entitlements of all ICI Shareholders will not be allotred.

Will | be taxed if ! take up or sell my rights or if my rights are sold on my behalf?

If you are resident in the UK for tax purposes, you will not have to pay UK tax when you take up your rights,
although the Righrs Essue will affect the amount of UK tax you may pay when you sell your ICI Shares. However,
you may be subject to capital gains tax on any proceeds you receive from the sale of your rights (unless, generally,

the proceeds do not exceed £3,000, although in that case the amount of UK tax you may pay when you sell your
ICI Shares will be affected).

Further information for Qualifying Shareholders who are resident in the UK, France, the Netherlands and the
Republic of Ireland for tax purposes is contained in paragraph 11 of Part 6 of this document. Qualifying Shareholders
who are in any doubt as to their tax position, or who are subject to tax in any other jurisdiction, should consult an
appropriate professional adviser as soon as possible.

I understand that there is a period when there is trading in the Nil Paid Rights. What does this
mean?

If you do not want to buy the new [Cl Shares being offered to you under the Rights Issue, you can instead sell or
transfer your tights {called Nil Paid Rights) to those new ICI Shares and receive the net proceeds of the sale or
transfer in cash. This is referred to as dealing “nil paid”. This means that, during the Rights Issuc offer period, you
can either purchase 1Cl Shares (which will not carry any entitdement to participate in the Rights Issue) or you can
trade in the Nil Paid Rights. See paragraph 3(d) of Part 3 of this document for more details.

What if | want to sell the new IClI Shares | have paid for?

Provided the new ICI Shares have been paid for and you have requested the return of the receipred Provisional
Allotment Letter, you can transfer che Fully Paid Rights by completing Form X, the form of renunciation, on the
back of the receipted Provisional Allotment Letter in accordance with the instructions set out on page 4 of the
Provisionat Allotment Letter undl 3.00 p.m. on 5 April 2002. See paragraph 3(e) of Part 3 of this document for
more details.
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After that date, you will be able to sell your new ICI Shares in the normal way. However, the share certificate relating
to your new ICI Shares is expected to be despatched to you by 12 April 2002. Pending despatch of such share
certificate, instruments of transfer may be certified by Lloyds TSB Registrars against the register.

What if 1 am entitled to ICI Shares under an ICi Share Option Scheme?

Participants in ICI Share Option Schemes will be advised separately of adjustments (if any) to their rights under the
ICI Share Schemes or as to any entitlement to participate in the Rights Issue.

What should I do if | live outside the UK?

Your ability to take up rights to new ICI Shares may be affected by the laws of the country in which you live and
you should take professional advice about any formalities you need to observe. Shareholders resident outside the UK
— particularly those resident in Australia, Belgium, Canada, Japan or South Africa — should refer to paragraph 7 of
Part 3 of this document.

To comply with US securities laws, the Rights Issue is being made to holders of ICI ADSs and US Holders of ICI
Shares pursuant to a registration statement expected to become effective on the date of this document. If you are
such a holder and you have not received a copy of the US Prospectus which forms part of the regiseration statement,
you should contact the US information agenr, Georgeson Shareholder Communicartions, Inc., on +1 866 431 8984
to obtain a copy.

Your attention is drawn to the further terms and conditions of the Rights Issue in Part 3 of this
document and (in the case of Qualifying non-CREST Shareholders) to be contained in the
Provisional Allotment Letter.

SECTION B: QUESTIONS FOR HOLDERS WITH SHARES IN CREST

How do | know if 1 am eligible to participate in the Rights Issue?

If you are a Qualifying CREST Sharcholder (save as mentioned below) and assuming the Rights Issue proceeds as
planned, your CREST stock account(s} is expected to be credited with your entitlement to Nil Paid Rights on
26 February 2002. The stock account(s) to be credited will be the account(s) under the participant ID and member
account 1D thac apply to your ICI Shares on the Record Date. If you are a CREST sponsored member, you should
consult your CREST sponsor if you wish to check that your account has been credited with your entitlement wo Nil
Paid Rights. The CREST stock accounts of Overseas Shareholdets with registered addresses in Australia, Belgium,
Canada, Japan or South Africa will not be credited with Nil Paid Rights. Overseas Shareholders should refer to
paragraph 7 of Part 3 of this document.

How do | take up my rights using the CREST system?

If you are a Qualifying CREST Shareholder you should refer to paragraph 4 of Part 3 of this document for details
on how to take up and pay for your rights.

If you are a CREST member you can make a valid acceptance by ensuring that 2 Many-to-Many instruction has
been input and has settled by 9.30 a.m. on 20 March 2002.

If your ICJ Shares are held by a nominee or you are a CREST sponsored member you should speak directly to the
stockbroker who looks after your shares or your CREST sponsor (as appropriate) who will be able to help you.

if 1| buy or have bought IClI Shares before 26 February 2002 (the date that trading in the Nil
Paid Rights commences), will | be eligible to participate in the Rights Issue?

If you buy or have bought ICI Shares before 26 February 2002, but were not tegistered as the holder of those 1CI
Shares at the Record Dare for the Rights Issue (20 February 2002), you may still be eligible to participate in the
Rights Issue. CRESTCo will raise claims in the normal manner in respect of your purchase and your Nil Paid Rights
will be credited to your stock account(s) on settlement of those claims.

You will not be entitled to Nil Paid Rights in respect of any [CI Shares acquired on or after 26 February 2002, the
ex-rights date.

14




PART 2 - Some Questions and Answers on the Rights Issue

What shouid | do if I sell or have sold or transferred all or some of my IClI Shares before
26 February 20027

Where you sell or have sold or transferred all of your ICI Shares, you should send this document and the
accompanying documents to the purchaser or transferee or to the stockbroker, bank or other financial adviser through
whom you made the sale or transfer. A claim transaction in respect of that sale or transfer will automarically be
genetated by CRESTCo which, on settlement, will transfer the appropriate number of Nil Paid Rights to the
purchaser or rransferee,

How many new ICI Shares am | entitled to acyuire?

Your stock account will be credited with Nil Paid Rights in respect of the number of new ICI Shares to which you
are entitled based on the number of ICI Shares you hold en the Record Date. You can also view the claim
transactions in respect of purchases/sales effected after this date. If you are a CREST sponsored member, you should
consult your CREST sponsor.

If | take up my rights, when will new ICl Shares be credited to my CREST stock account(s)?
If you take up your rights under the Rights Issue, new ICI Shares will be credired to the CREST stock account(s) in
which you hold your Fully Paid Rights on 8 April 2002.

Your attention is drawn to the further terms and conditions of the Rights [ssue in Part 3 of
this document,




PART 3 — Further Terms and Conditions of the Rights Issue

1. Terms and conditions of the Rights Issue

The new ICI Shares will be offered by way of rights to Qualifying Shareholders on the following basis and otherwise
on the terms and conditions set our in this document (and in the case of Qualifying non-CREST Sharcholders, the
Provisional Allotment Letter):

7 new ICI Shares at 180 pence per new ICI Share

for every 11 existing IC] Shares

held and registered in their name at the close of business on 20 February 2002 and so in proportion for any other
number of ICI Shares then held.

Holdings of ICI Shares in certificated and uncertificated form will be treated as separate holdings for the purpose of
calculating entitlements under the Rights Issue. Entitlements to new IC! Shares will be rounded down and the

aggregated fractions will not be allotted.
The attention of Overseas Shareholders is drawn to paragraph 7 of this Part 3.

Application has been made to the UK Listing Auchoricy and to the London Stock Exchange for the new ICI Shares
to be admitted to the Official List and to trading on the London Stock Exchange’s market for listed securities. It is
expected that Admission will become effective on 26 February 2002 and that dealings in the new ICI Shares will
commence, nil paid, at 8.00 a.m. on that date.

The Rights Issue is conditional upon:
(i) the passing of the Resolutions at the EGM, or any adjournment thereof;

(i) Admission becoming effective by not later than 8.00 a.m. on 26 February 2002 (or such later time and/or date
as the Underwriters and ICI may agree (being not later than 5 March 2002)); and

(iif) the Underwriting Agreement otherwise having become unconditional in all respects and not having terminated
in accordance with its terms prior to commencement of dealings in the new 1Cl Shares, nil paid.

Subject, amongst other things, to the passing of the Resolutions, it is intended that Provisional Allotment Letters in
respect of the new ICI Shares will be despatched on 25 Febtuary 2002 to Qualifying non-CREST Shareholders other
than certain Overseas Shareholders at their own risk.

The existing ICI Shares are already admitted to CREST. Applications have been made for the Nil Paid Rights and
the Fully Paid Rights 1o be admisted to CREST. CRESTCo requires ICI to confirm to it that the new ICI Shares
have been admitted to the Official List before CRESTCo will admir any security to CREST. As soon as practicable
after Admission, ICI will confirm this to CRESTCo.

It is expected that:

(a) Lloyds TSB Registrars will instruct CRESTCo to credit the appropriate stock accounts of Qualifying CREST
Shareholders with such sharcholders’ entitiements to Nil Paid Rights, with effect from 8:00 a.m. on 26 February

2002; and

{b) the Nil Paid Rights and the Fully Paid Rights will be enabled for settlement by CRESTCe on 26 February
2002, as soon as practicable after [C] has confirmed to CRESTCo that all the conditions for admission of such
rights to CREST have been satisfied.

The new ICI Shares will, when issued and fully paid, rank equally in all respects with the existing issued ICI Shares,
including the right to receive all dividends or distributions made, paid or declared after the date of this document
except the second interim dividend for the year 2001.
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The Underwriters have agreed to underwrite the Rights Issue in accordance with the terms and subject to the
conditions in the Underwriting Agreement. The Underwriting Agreement is conditional on certain marters being
satisfied or not breached prior to the commencement of dealings in the new ICI Shares, nil paid, and may also be
terminated by the Underwritets prior to the commencement of dealings in the new 1CI Shares, nil paid upon the
occurrence of certain events, in which case the Rights Issue will not proceed. The Underwriters may arrange sub-
underwriting for some, all or none of the new ICI Shares. A summary of certain terms and conditions of the
Underwriting Agreement is set out in paragraph 14(h) of Part 6 of this document.

All documents and cheques posted to or by Qualifying Sharcholders and/or their wransferees or renouncees (or their
agents, as appropriate) will be posted ar their own risk.

2. Action to be taken

The action to be taken in respect of new ICI Shares depends on whether, at the relevant time, the Nil Paid Rights or
Fully Paid Rights in respect of which action is to be taken are in certificated form (thar is, are represented by
Provisional Allotment Letcers) or are in uncertificated form (chat is, are in CREST).

If you are a Qualifying non-CREST Sharcholder and have received a Provisional Allotment Letter please refer o
paragraph 3 and paragraphs 5 to0 9 of this Part 3.

If you hold your ICI Shares in CREST, please refer o paragraph 4 and paragraphs 5 to 9 of this Part 3 and to the
CREST Manual for further information on the CREST procedures referred to below.

CREST sponsored members should refer 1o their CREST sponsors, as only their CREST sponsors will be able 1o
take the necessary actions specifted below to take up the entitlements or otherwise to deal with the Nil Paid Rights
or Fully Paid Rights of CREST sponsored members.

3. Action to be taken in relation to Nil Paid Rights represented by Provisional Allotment
Letters

{a) General

The Provisional Allotment Letter {referred to in this paragraph 3 of Part 3 of this document as a “PAL”) will set our:

(i) the holding of existing ICI Shares on which the Qualifying non-CREST Shareholder’s entitlement to new ICI
Shares has been based;

(i)} the number of new ICI Shares which have been provisionally alloed te the Qualifying non-CREST
Shareholder;

(i) the procedures to be followed if the Qualifying non-CREST Shareholder wishes to dispose of all or part of his
entitlement or to convert all or part of his entidement into uncertificated form; and

(iv) instructions regarding acceptance and payment, consolidation, splitting and registration of renunciation.

On the basis that PALs are posted on 25 February 2002, and that dealings commence on 26 February 20602, the
latest time and date for acceptance and payment in full will be 9.30 a.m. on 20 March 2002.

{b} Procedure for acceptance and payment

(i) Qualifying non-CREST Shareholders who wish to accept in full

Holders of PALs who wish to take up all of their entitlement must return the PAL, together with a cheque or other
remittance, made payable to “Lloyds TSB Bank Plc - ICI Rights tssue” and crossed “A/C payee only”, for the full
amount payable on acceptance, in accordance with the instructions printed on the PAL, by hand or by post, to Lloyds
TSB Registrars, The Causeway, Worthing, West Sussex, BN99 6DA or by hand only (between normal business
hours) to Lloyds TSB Registrars, Antholin House, 71 Queen Streer, London, EC4N 1SL, so as to arrive as soon as
passible and in any event so as to be received by not later than 9.30 a.m. on 20 March 2002. A reply-paid envelope
will be enclosed with the PAL. If you post your PAL within the UK by first class post, it is recommended that you
allow at least four days for delivery.
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(ii) Qualifying non-CREST Shareholders who wish to accept in part

Holders of PALs who wish to take up some burt not all of their rights and wish to sell some or all of those which
they do not want to take up, should first apply for split PALs by completing Form X on page 4 of the PAL, and
returning it to Lloyds TSB Registrars, Antholin House, 71 Queen Street, London, EC4N 1SL, by 3.00 p.m. on 18
March 2002, the last date and time for splitting Nil Paid Rights, together with a covering letter stating the number
of split PALs required and the number of Nil Paid Rights to be comprised in each splic PAL. They should then
deliver the split PAL representing the shares they wish to accept together with a cheque for the appropriate amount,
payable to “Lloyds TSB Bank Plc-ICI Rights Issue” and crossed “A/C payee only” by 9.30 a.m. on 20 March
2002, the last date and time for acceprance. Qualifying non-CREST Shareholders who you wish to take up some of
their rights (but not sell the remainder), should also follow the procedure to apply for split PALs in accordance with
this paragraph.

(iii) Company's discretion as to validity of acceptances

If payment is not received in full by 9.30 a.m. on 20 March 2002, the provisional allotment will be deemed to have
been declined and will lapse. However, the Company may, with the agreement of the Underwriters, but shall not be
obliged, to treat as valid (i) PALs and accompanying remittances which are received through the post not later than
9.30 a.m. on 21 March 2002 (the cover bearing a legible postmark not later than 9.30 a.m. on 20 March 2002) and
(i1) applications in respect of which remittances are received prior to 9.30 2.m. on 20 March 2002 from an authorised
person (as defined in Section 31(2) Financial Services and Markets Act 2000) specifying the number of new ICI
Shares to be acquired and an undertaking by that person to lodge the relevant PAL duly completed in due course,

ICI may also (in its sole discretion) treac a PAL as valid and binding on the person(s) by whom or on whose behalf it
is lodged even if it is not completed in accordance with the relevant instructions or is not accompanied by a valid
power of attorney where required.

(iv) Payments

All payments must be in pounds sterling and cheques or banker’s drafts should be made payable to “Lloyds TSB
Bank Plc —- ICI Rights Issue” and crossed “A/C payee only”. Cheques or banker’s drafts must be drawn on a bank or
building society or branch of a bank or building society in the UK or Channel Islands which is either a settlement
member of the Cheque and Credit Clearing Company Limited or the CHAPS Clearing Company Limited or a
member of cither of the Committees of the Scottish or Belfast Clearing Houses or which has arranged for its cheques
and banker’s drafts to be cleared through the facilities provided by any of those companies or committees and must
bear the appropriate sort code in the top right hand corner. Cheques drawn on most major high street banks and
building societies in the UK will be satisfactory. If you ate in any doubt, please contact the Shareholder Helpline on
0800 096 4008 (or +44 20 7335 8757 if you are calling from outside the UK}, For legal reasons, the Sharcholder
Helpline will only be able to provide information conrained in this document (and in addition informarion relating
to ICI's register of members) and will be unable to give advice on the merits of the Rights Issue or to provide financial
or investment advice. Cheques or banker’s drafts will be presented for payment upon receipt. ICI reserves the right
to instruct Lloyds TSB Registrars to seek special clearance of cheques and banker’s drafts to allow ICI 1o obtain value
for remittances at the carliest opportunity. No interest will be allowed on payments made before they are due. It is a
term of the Rights Issue that cheques shall be honoured on first presentation and if any cheque or other remittance is
presented for payment but not honoured by 9.30 a.m. on 20 March 2002 and ICI notifies the Underwriters prior to
7.30 a.m. on 21 March 2002, any acceprance in respect of new ICI Shares to which such cheque or other remittance
relates shall be treated as invalid.

{c) Money Laundering Regulations

If the value of your application exceeds £9,000 (the approximate equivalent of €15,000) (or is one of a series of
linked applications, the aggregate value of which exceeds that amount) and either you do not pay by a cheque drawn
on an account in your own name and/or the account from which payment is to be made is not held within an
institution that is authorised in the UK by the Financial Services Authority under the Financial Services and Markets
Act 2000 or by the Building Socicties Commission under the Building Societies Act 1986 or that is an EU authorised
credit institution, as defined in the First Banking Directive (77/780/EEC) as referred to in the verification of identity
requirements of the Money Laundering Regulations 1993, the Money Laundering Regulations will apply. Lloyds
TSB Registrars is entitled to require, at its absolute discretion, verification of identity from any person lodging a PAL
(the applicant} including, without limitation, any person who appears to Lloyds TSB Registrars to be acting on behalf
of some other person. Submission of a PAL will constitute a warranty and undertaking by the applicant to provide
promptly to Lloyds TSB Registrars such information as may be specified by Lloyds TSB Registrars as being required
for the purpose of the Money Laundering Regulations. Pending the provision of evidence satisfactory to Lloyds TSB
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Registrars as to identiry, Lloyds TSB Registrars may, after consultation with the Underwriters and having taken into
account their representations, retain a PAL lodged by an applicant for new ICI Shares and/or the cheque, banker’s
draft or other remittance relating to it and/or not enter the new ICI Shares to which it relates on the register of
members or issue any share certificate in respect of them. If satisfactory evidence of identity has not been provided
within a reasonable time, then the acceprance will not be valid but will be without prejudice to the right of 1CI to
take proceedings to recover any loss suffered by it as a result of the failure of the applicant to provide satisfactory
evidence. In that case, the application monies (withour interest) will be rerurned to the bank or building sociery
account from which payment was made.

The following guidance is provided in order to reduce the likelihood of difficulties, delays and potential rejection of
an application (but does not limit the right of Lloyds TSB Registrars to require verification of identity as stated
above).

(i} Applicants are urged if possible to make their payment by their own cheque. If this is not practicable and an
applicant uses a cheque drawn by a building society or other third party or a banker’s draft, the applicant should:

{a} write the applicant’s name and address on the back of the building sociery cheque, banker’s draft chird
party cheque and, in the case of an individual, record his date of birth against his name; and

(b) if a building society cheque or banker’s draft is used, ask the building society or bank to print on the
cheque the full name and account number of the person whose building society or bank account is being
debited or 1o write those derails on the back of the cheque and add their stamp.

(ii) If an application is delivered by hand, the applicant should ensure that he has with him evidence of identity
bearing his photograph, for example, a valid fuil passport.

If you are making an applicarion as agent for one or more persons and you are not a UK or EU regulated person or
institution (e.g. a UK financial institution), irrespective of the value of the application, Lloyds TSB Registrars is
obliged to take reasonable measures to establish the identity of the person or persons on whose behalf the application
is being made. Applicants making an application as agent should specify on the PAL if they are a UK or EU regulated
person or institution.

All enquiries in relation to the PALs should be addressed to the Shareholder Helpline on 0800 096 4008 (or
+44 20 7335 8757 if you are calling from outside the UK). For legal reasons, the Shareholder Helpline will only be
able to provide information contained in this document {and in addition information relating to ICI's register of
members) and will be unable to give advice on the merits of the Rights Issue or to provide financial or investment
advice.

(d) Dealings in Nil Paid Rights

Assuming the Resolutions are passed at the EGM and the Righis Issue is otherwise uncenditional, dealings on the
London Stock Exchange in the Nil Paid Rights are expected to commence at 8.00 a.m. on 26 February 2002. A
transfer of Nil Paid Rights can be made by renunciation of the PAL in accordance with the instructions printed on it
and delivery of the letter to the transferee.

{e) Dealings in Fully Paid Rights

After accepiance of the provisional allotment and payment in full in accordance with the provisions set out in this
document and (in the case of Qualifying non-CREST Shareholders) the PAL, the Fully Paid Rights may be
transferred by renunciation of the relevant fully paid PAL and lodging it, by hand or by post, with Lloyds TSB
Registrars, The Causeway, Worthing, West Sussex, BN99 6DA, or by hand only (between normal business hours) o
Lloyds TSB Registrars, Antholin House, 71 Queen Street, London, EC4N 15L by not later than 3.00 p.m. on 5
April 2002, and delivery of the lerter to the transferee. However, fuily paid PALs will not be returned to shareholders
unless their return is requested by ticking Box 4 on page 1 of the PAL.

After 5 April 2002, the new ICI Shares will be in registered form and transferable in the usual way (see paragraph
3(i) of this Part 3).

{f) Renunciation and splitting of PALs

Qualifying non-CREST Shareholders who wish to transfer all the Nil Paid Rights or, after acceprance of the
provisional allotment and payment in full, Fully Paid Rights comprised in a PAL may (save as required by the laws
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of certain overseas jurisdictions) renounce such allotment by completing and signing Form X on the PAL and passing
the entire letter to their scockbroker or bank or other appropriate financial adviser or to the transferee. Once a PAL
has been renounced, the letter will become a negotiable instrument in bearer form. The latest time and date for
registration of renunciation of PALs, fully paid, is 3.00 p.m. on 5 April 2002

If a holder of a PAL wishes to have only some of the new ICI Shares registered in his name and to transfer the
remainder, or wishes to transfer all the Nil Paid Rights or (if appropriate) Fully Paid Rights but to different persons,
he may have the PAL split, for which purpose he must complete and sign Form X on the PAL. The PAL must then
be sent to Lloyds TSB Registrars, Antholin House, 71 Queen Street, Londonr, EC4AN 1SL by not later than 3.00
p-m. on 18 March 2002, if nil paid, or 3.00 p.m. on 3 April 2002, if fully paid, to be cancelled and exchanged for
the split PALs required. The number of split letters required and the number of Nil Paid Rights or (as appropriate)
Fully Paid Rights to be comprised in each split letter should be stated in an accompanying letter. Form X on split
PALs will be marked “Original Duly Renounced” before issue.

{g) Registration in names of persons other than Qualifying Shareholders originally entitled

In order to register Fully Paid Rights in certificated form in the name of someone other than the Qualifying
Shareholder(s) originally entitled, the renouncee or his agent(s) must complete Form Y (unless the renouncee is a
CREST member who wishes to hold such shares in uncertificated form, in which case the CREST Deposit Form
must be completed — see paragraph 3(h) of this Part 3) on the PAL and send the entire letter, when fully paid, by
hand or by post to Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BN99 6DA or by hand only
(between normal business hours) to Lioyds TSB Registrars, Ancholin House, 71 Queen Street, London, EC4N 1SL
by not later than 3.00 p.m. on 5 April 2002.

(h) Deposit of Nil Paid Rights or Fully Paid Rights into CREST

The Nil Paid Rights or Fully Paid Rights represented by a PAL may be converted into uncertificated form, thar is,
depasited into CREST (whether such conversion arises as a result of a renunciation of these rights or otherwise).
Subject as provided in the next following paragraph, normal CREST procedures apply in relation to any such
conversion. You are recommended to refer to the CREST Manual for details of such procedures.

The procedure for depositing the Nil Paid Rights represented by a PAL into CREST, whether such rights are to be
converted into uncertificated form in the name(s) of the person(s) whose name(s) and address appear on page 1 of
the PAL or in the name of a petson or persons to whom the PAL has been renounced, is as follows. Form X and the
CREST Deposit Form (both on page 4 of the PAL) will need to be completed and the PAL deposiced with the
CCSS; in addition, the normal CREST Stock Deposit procedures will need to be carried our, except thart (a) it will
not be necessary to complete and lodge a separate CREST Transfer Form (prescribed under the Stock Transfer Act
1963) with the CCSS and {b) only the whole of the Nil Paid Rights, or Fully Paid Rights represented by the PAL
may be deposited into CREST. If you wish to deposit some only of the Nil Paid Rights or Fully Paid Rights
represented by the PAL into CREST, you must first apply for split PALs. If the rights represented by more than one
PAL arc 10 be deposited, the CREST Deposit Form on each PAL must be completed and deposited. The
Consolidation Listing Form must not be used.

A holder of the Nil Paid Rights represented by a PAL who is proposing to convert those rights into uncertificated
form (whether following a renunciation of such rights or otherwise) is recommended w ensure that the conversion
procedures are implemented in sufficient time to enable the person holding or acquiring the Nil Paid Rights in
CREST following the conversion to take all necessary steps in connection with taking up the entitlement prior to
9.30 a.m. on 20 March 2002. In particular, having regard to processing times in CREST and on the part of Lloyds
TSB Registrars, the latest time for depositing a renounced PAL, with the CREST Deposit Form on page 4 of the
PAL duly completed, with the CCSS (in order to cnable the person acquiring the Nil Paid Rights in CREST as a
result of the conversion to take all necessary steps in connection with taking up the entitlement prior to 9.30 a.m. on
20 March 2002) is 3.00 p.m. on 15 March 2002.

(i) Issue of new ICI Shares in definitive form

Definitive share certificates are expected to be despatched by post by 12 April 2002 to accepting shareholders at their
registered address unless lodging agent details have been completed on page 4 of the PAL. After desparch of definitive
share certificates, PALs will cease to be valid for any purpose whatsoever. Pending despatch of definitive share
certificates, instruments of transfer may be certified by Lloyds TSB Registrars against the register.
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4. Action to be taken in relation to Nii Paid Rights in CREST

(a} General

Subject as provided in paragraph 7 of this Part 3 in relation to certain Overseas Sharcholders, each Qualifying
CREST Shareholder is expected to receive a credit to his stock account in CREST of his entitement to Nil Paid
Rights on 26 February 2002. The CREST stock account to be credited will be an account under the participant ID
and member account [D that apply to the existing ICI Shares held on the Record Date by the Qualifying CREST
Shareholder in respect of which the Nil Paid Rights are provisionally allotted.

The Nil Paid Righrs will constitute a separate security and can accordingly be transferred, in whole or in part, by
means of CREST in the same manner as any other security that is admitted to CREST.

If for any reason stock accounts of Qualifying CREST Shareholders cannot be credited by, or the Nil Paid Rights
cannot be enabled by 11.00 2.m. on 26 February 2002, Provisional Allotment Letrers shall, unless the Underwriters
agree otherwise, be sent out in substitution for the Nil Paid Rights which have not been so credited or enabled and
the expected timetable as set out in this document may, with the consent of the Underwriters, be adjusted as
appropriate. References to dates and times in this document should be read as subject to any such adjustment. ICI
will make an appropriate announcement to the Company Announcements Office of the London Stock Exchange
giving details of the revised dates.

CREST members who wish to take up their entitlements in respect of, or otherwise to transfer Nil Paid Rights or
Fully Paid Rights held by them in CREST should refer to the CREST Manual for further information on the CREST
procedures referred to below. If you are a CREST sponsored member you should consult your CREST sponsor if
you wish to take up your entitlement as only your CREST sponsor will be able to take the necessary action to rake
up your entitlements or otherwise to deal with your Nil Paid Rights or Fully Paid Rights.

(b) Procedure for acceptance and payment

(i} Many-to-Many instructions

CREST members who wish to take up all or some of their entitlement in respect of Nil Paid Rights in CREST must
send for, if they are CREST sponsored members, procure that their CREST sponsor sends) 2 Many-To-Many
(MTM) instruction to CRESTCo which, on its settlement, will have the following effect:

{a}) the crediting of a stock account of Lloyds TSB Registrars under the participant !D and member account 1D
specified below, with the number of Nil Paid Rights to be taken up;

(b) the creation of a settlement bank payment obligation (as this term is defined in the CREST Manual), in
accordance with the CREST RTGS payment mechanism (as this term is defined in the CREST Manual), in
favour of the RT'GS settlement bank of Lloyds TSB Registrars in sterling in respect of the full amount payable
on acceptance in respect of the Nil Paid Rights referred to in sub-paragraph (a) above; and

(¢) the crediting of a stock account of the accepting CREST member {being an account under the same participant
ID and member account 11> as the account from which the Nil Paid Rights are to be debited on setlement of
the MTM instruction) of the corresponding number of Fully Paid Rights to which the CREST member is
entitled on taking up his Nil Paid Rights referred 1o in sub-paragraph (a) above.

{ii} Contents of Many-to-Many instructions

The MTM instruction must be properly authenticated in accordance with CRESTCo’s specifications and must
contain, in addition to the other information that is required for settlement in CREST, the following details:

*  the number of Nil Paid Rights to which the acceptance relates;

*  the participant [D of the accepting CREST member;

*  the member account ID of the accepring CREST member from which the Nil Paid Rights are to be debited;
*  the participant ID of Lloyds TSB Registrars, in its capacity as a CREST receiving agent. This is GRA30;

*  the member account ID of Lloyds TSB Registrars, in its capacity as a CREST receiving agent. This is
RA261001;

+  the number of Fully Paid Rights that the CREST member is expecting to receive on sertlement of the MTM
instruction. This must be the same as the number of Nil Paid Rights 1o which the acceprance relates;
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*  the amount payable by means of the CREST settlement bank payment obligation on settlement of the MTM
instruction, This must be the full amount payable on acceptance in respect of the number of Nil Paid Rights
referred to in (i) above;

«  the intended setrddement date. This must be on or before 20 March 2002; and

+  the Corporate Action Number for the Rights Issue. This will be available by viewing the relevant corporate
action details in CREST.

(iii) valid acceptance
An MTM instruction complying with each of the requirements as to authenticadon and contents set out in sub-
paragraph (i) of this paragraph 4(b) above will constitute a valid acceptance where either:

{(a) the MTM instruction sertles by not later than 9.30 a.m. on 20 March 2002; or
(b) () the MTM instruction is received by CRESTCo by not later than 9.30 a.m. on 20 March 2002; and

(i) the number of Nil Paid Rights inserted in the MTM instruction is credited to the CREST stock member
account of the accepting CREST member specified in the MTM instruction at 9.30 a.m. on 20 March
2002.

An MTM instruction will be treated as having been received by CRESTCo for these purposes at the time at which
the instruction is processed by the Network Providers’ Communications Host (as this term is defined in the CREST
Manual) at CRESTCo of the network provider used by the CREST member {or by the CREST sponsored member’s
CREST sponsor), This will be conclusively determined by the input time stamp applied to the MTM instruction by
the Network Providers' Communications Host.

(iv) Representations, warranties and undertakings of CREST members

A CREST member or CREST sponsored member who makes a valid acceptance in accordance with this paragraph
4(b) of Part 3 represents, warrants and undertakes to ICI thar he has taken {or procured to be taken), and will ke
{or will procure to be taken), whatever action is required to be taken by him or by his CREST sponsor (as
appropriate) to ensure that the MTM instruction concerned is capable of settdement at 9.30 a.m. on 20 March 2002
and remains capable of settlement at all times after that until 2.00 p.m. on 20 March 2002 (or until such later time
and date as ICI may determine). In particular, the CREST member or CREST sponsored member represents,
warrants and undertakes that at 9.30 a.m. on 20 March 2002 and at all times thereafter until 2.00 p.m. on 20 March
2002 (or until such later time and date as ICl may determine), there will be sufficient Headroom within the Cap (as
those terms are defined in the CREST Manual) in respect of the cash memorandum account to be debited with the
amount payable on acceptance to permit the MTM instruction to sertle. CREST sponsored members should conract
their CREST sponsor if they are in any doubt.

{v) CREST procedures and timings

CREST members and CREST spensors {on behalf of CREST sponsored members) should note thae CRESTCo does
not make available special procedures in CREST for any particular corporate action. Normal system timings and
limitations will therefore apply in telation to the inpur of an MTM instruction and its settlement in connection with
the Rights Issuc. It is the responsibility of the CREST member concerned to take (or, if the CREST member is a
CREST sponsored member, to procure that his CREST sponsor takes) the action necessary to ensure that a valid
acceptance is received as stated above by 9.30 a.m. on 20 March 2002. In this connection CREST members and
(where applicable) CREST sponsors are referred in particular to these sections of the CREST Manual concerning
practical limitations of the CREST system and timings.

{vi) CREST member’'s undertaking to pay

A CREST member or CREST sponsored member, who makes a valid acceptance in accordance with the procedures
set out in paragraph 4(b} of this Part 3, (a) undertakes to pay to 1CI, or procure the payment to ICI of, the amount
payable in sterling on acceptance in accordance with the above procedures or in such other manner as ICl may
require (it being acknowledged that, where payment is made by means of the RTGS payment mechanism (as defined
in the CREST Manual) the creation of an RTGS settlement bank payment obligation in sterling in favour of Lloyds
TSB Registrars RTGS settlement bank in accordance with the RTGS payment mechanism shall, to the extent of the
obligation so created, discharge in full the obligation of the CREST member (or CREST sponsored member) 1o pay
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to ICI the amount payable on acceptance) and (b) requests that the Fully Paid Rights, and/or new ICI Shares, two
which he will become entitled be issued to him on the terms set out in this document and subject to the
memorandum and articles of association of ICI.

(vii) Company’s discretion as to rejection and validity of acceptances

The Company may agree to:

(a) reject any acceptance constituted by an MTM instruction, which is otherwise valid, in the event of breach of
any of the representations, warranties and undertakings set out or referred to in paragraph 4(b} of this Part 3.
Where an acceprance is made as described in this paragraph 4(b) of Part 3 which is otherwise valid, and the
MTM instruction concerned fails to sertle by 2.00 p.m. on 20 March 2002 (or by such later time and date as
ICI has determined), ICI shall be entitled to assume, for the purposes of its right 1o reject an acceptance
contained in paragraph 4(b) of this Part 3, that there has been a breach of the representations, warranties and
undertakings set out or referred to in paragraph 4(b) of this Part 3;

(b} with the agreement of the Underwriters, treat as valid (and binding on the CREST member or CREST
sponsored member concerned) an acceptance which does not comply in all respects with the requirements as to
validity set out or referred to in paragraph 4(b) of this Part 3;

(c) with the agreement of the Underwriters, accept an alternative properly authenticated dematerialised instruction
from a2 CREST member or {where applicable) a CREST sponsor as constituting a valid acceptance in
substitution for, or in addition ro, an MTM instruction and subject to such further terms and conditions as ICI
may determine;

(d) treat a properly authenticated dematerialised instruction (in this sub-paragraph the “fhrst instruction™) as not
constituting a valid acceptance if, at the time at which Lloyds TSB Registrars receives a properly authenticated
dematerialised instruction giving details of the first instruction, either ICI or Lloyds TSB Registrars has received
actual notice from CRESTCo of any of the matters specified in Regulation 35 (5Ka) in relation to the first
instruction. These matters include notice that any information contained in the first instruction was incorrect
or notice of lack of authority o send the first instruction; and

{e) with the agreement of the Underwriters, accept an alternative instruction or nottfication from a CREST member
or (where applicable} a CREST sponsor, or extend the time for acceptance and/or sertlement of an MTM
instruction or any alternative instruction or notification, if, for reasons or due to circumstances outside the
contral of any CREST member or CREST sponsored member or (where applicable) CREST sponsar, the
CREST member or CREST sponsored member is unable validly to take up all or part of his Nil Paid Rights by
means of the above procedures. In normal circumstances, this discretion is only likely 1o be exercised in the
event of any interruption, failure or breakdown of CREST (or of any part of CREST) or on the part of facilities
andfor systems operated by Lloyds TSB Registrars in connection with CREST,

{c} Money Laundering Regulations

1f you hold your Nil Paid Rights in CREST and apply to take up all or part of your entitlement as agent for one or
more persons and you are not a UK or EU regulated person or institution {e.g. a UK financial institution), then,
irrespective of the value of the application, Lloyds TSB Registrars is entitled to take reasonable measures to establish
the identity of the person or persons on whose behalf you are making the application. You must therefore contact
Lloyds TSB Registrars before sending any MTM instruction or other instruction so that appropriate measures may

be taken.

Submission of an MTM instruction which constitutes, or which may on its settlement constitute, a valid acceprance
as described above constitutes a warranty and undertaking by the applicant 1o provide promptly to Lloyds TSB
Registrars any information Lloyds TSB Registrars may specify as being required for the purposes of the Money
Laundering Regulations. Pending the provision of evidence satisfactory to Lioyds TSB Registrars as to identity, Lloyds
TSB Registrars, having consulted with the Underwriters, may take, or omit to take, such action as it may determine
to prevent or delay settlement of the MTM instruction. If satisfacrory evidence of identity has not been provided
within a reasonabie time, then Lloyds TSB Registrars will not permit the MTM instruction concerned to proceed to
settlement bur without prejudice to the right of ICI to take proceedings to recover any loss suffered by it as a result
of failure by the applicant to provide satisfactory evidence.
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(d)} Transfers of Nil Paid Rights

Dealings in the Nil Paid Rights on the London Stock Exchange are expected to commence at 8.00 a.m. on
26 February 2002. A transfer of Nil Paid Rights can be made by means of CREST in the same manner as any other
security that is admitted to CREST. The Nil Paid Rights are expected to be disabled in CREST after the close of
CREST business on 18 March 2002.

(e) Transfers of Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the provisions of this document,
and (where approptiate) the Provisional Allotment Leuter, the Fully Paid Rights may be transferred by means of
CREST in the same manner as any other security thar is admired to CREST. The last date for settlement of any
transfer of Fully Paid Rights in CREST is expected to be 5 April 2002. The Fully Paid Rights are expected to be
disabled in CREST after the close of CREST business on 5 April 2002.

After 5 April 2002, the new ICI Shares will be registered in the name(s) of the person(s} entitled to them in ICI’s
register of members and will be transferable in the usual way (see paragraph 4(g) of this Part 3).

(f) withdrawal of Nil Paid Rights or Fully Paid Rights from CREST

Nil Paid Rights or Fully Paid Rights held in CREST may be converted into certificated form, thar is, withdrawn
from CREST. Normal CREST procedures {including timings) apply in relation to any such conversion.

The recommended latest time for receipt by CRESTCo of a properly authenticated dematerialised instruction
requesting withdrawal of Nil Paid Rights from CREST is 9.30 a.m. on 13 March 2002, so as to enable the person
acquiring or (as appropriate) holding the Nil Paid Rights following the conversion to take all necessary steps in
connection with taking up the entitlement prior to 9.30 2.m. on 20 March 2002.

{g) Issue of new ICI Shares in CREST

Fully Paid Rights in CREST are expected to be disabled in CREST after the close of CREST business on 5 April
2002 (the latest date for settlement of transfers of Fully Paid Rights in CREST). New ICI Shares (in definitive form)
will be issued in uncertificated form 10 those persons registered as holding Fully Paid Rights in CREST at the close
of business on that date. Lloyds TSB Registrars will instruct CRESTCo to credit the appropriate stock accounts of
those persons (under the same participant 1D and member account ID that applied to the Fully Paid Rights held by
those persons) with the entittements to new 1C] Shares with effect from the next business day (expected to be 8§ April
2002).

(h) Right to allot/issue in certificated form

Despite any other provision of this document, 1CI reserves the right to allot and to issue any Nil Paid Rights, Fully
Paid Rights or new ICI Shares in certificated form. In normal circumstances, this right is only likely to be exercised
in the event of an interruption, failure or breakdown of CREST (or on any part of CREST) or on the part of the
facilities and/or systems operated by Lloyds TSB Registrars in connection with CREST.

5. Procedure in respect of Rights not taken up (whether certificated or in CREST)

If an entitlement to new ICI Shares is not validly taken up in accordance with the procedure laid down for acceptance
and payment, then that provisional allotment will be deemed to have been declined and will fapse. The Underwriters
will severally endeavour to procure, for all (or as many as possible) of those new ICI Shares not taken up, subscribers
from whom an amount can be obtained per share which is ac least equal o the aggregate of the Issue Price (at which
price the new ICI Shares shall be subscribed) and the expenses of procuring the relevant subscribers (including any
value added tax), such subscribers to be found by nor later than 4.30 p.m. on 22 March 2002.

Notwithstanding the above, the Underwriters may cease 10 endeavour to procure any such subscribers if it is unlikely
that any such subscribers can be so procured at such a price by such time. If and to the extent that subseribers cannot
be procured on the basis outlined above, the relevant new ICI Shares will be subscribed for by the Underwriters or
sub-underwriters at the Issue Price on the terms of the Underwriting Agreement.

The premium over the aggregate of the Issue Price and the expenses of procuring subscribers (including any value
added rax) shall be paid (subject as provided in this paragraph 5):
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(i) where the provisional allotment was, at the time it lapsed, represented by a Provisional Allotment Letter, 1o the
person whose name and address appeared on page 1 of the Provisional Allotment Letter; and

(ii) where the Nil Paid Righss were, at the time they lapsed, in uncertificated form, to the person registered as the
holder of those Nil Paid Rights at the time of their disablement in CREST.

New ICI Shares for which subscribers are procured on this basis will be allotted to the subscribers and the aggregate
premium (being the amount paid by the subscribers after deducting the Issue Price and the expenses of procuring
the subscribers including any value added tax) will be paid (without interest) to those persons entitled (as referred to
above) pro rata to the relevant lapsed provisional allotments.

Any transactions undertaken pursuant to paragraph 5 of this Part 3 shall be deemed to have been undertaken at the
request of the persons entitled to the lapsed provisional allotments and none of ICI, the Underwriters or any other
person procuring the subscribers shall be responsible for any loss or damage (whether actual or alleged) arising from
the terms of or timing of the subscription or the failure to procure subscribers on the basis described above. Cheques
for the amount due will be sent, at the risk of the person(s} entitled, to their registered addresses (the registered
address of the first named in the case of joint holders), provided that, where any entitlement concerned was held in
CREST the amount due will, unless ICI (in its absolute discretion) otherwise determines, be satisfied by ICI
procuring the creation of a seulemen: bank payment in favour of the relevant CREST member’s {or CREST
sponsored member’s) RTGS scttlement bank in respect of the cash amount concerned in accordance with the RTGS
payment mechanism.

6. Taxation

Information on taxation in the UK, France, the Netherlands and the Republic of Iteland with regard to the Rights
Issue is set out in paragraph 11 of Part 6 of this document. Shareholders who are in any doubt as to their tax
position or who are subject to tax in any other jurisdiction should consult an appropriate professional adviser
immediately.

7. Overseas Sharcholders and ICI ADS holders

(a) General

THE OFFER OF NEW ICI SHARES TO PERSONS RESIDENT IN, OR WHO ARE CITIZENS OF,
COUNTRIES OTHER THAN THE UK MAY BE AFFECTED BY THE LAW OF THE RELEVANT
JURISDICTION. THOSE PERSONS SHOULD CONSULT THEIR PROFESSIONAL ADVISERS AS TO
WHETHER THEY REQUIRE ANY GOVERNMENTAL OR OTHER CONSENTS OR NEED TO OBSERVE
ANY OTHER FORMALITIES TO ENABLE THEM TO TAKE UP THEIR RIGHTS.

Receipt of this document and/or a Provisional Allotment Letter or the crediting of Nil Paid Rights to a stock account
in CREST will not constitute an offer in these jurisdictions in which it would be illegal 1o make an offer and, in
those circumstances, this document andfor a Provisional Allotment Letter will be sent for information only and
shouid not be copied or redistributed. Ne person receiving a copy of this document and/or a Provisicnal Allotment
Letter and/or receiving, a credit of Nil Paid Rights to a stock account in CREST in any tercitory ather than the UK
may trcar the same as constituting an invitation or offer to him, nor should he in any event use the Provisional
Allotment Letter or deal with Nil Paid Rights or Fully Paid Rights in CREST unless, in the relevant territory, such
an invitation or offer couid lawfully be made to him or the Provisional Allotment Letter or Nil Paid Rights or Fully
Paid Rights in CREST could lawfully be used or dealt with without contravention of any unfulfilled registration or
other legal requirements.

Accordingly. persons receiving a copy of this document andfor a Provisional Allotment Lecter or whose stock account
in CREST is credited with Nil Paid Rights or Fully Paid Rights should not, in connection with the Rights Issue,
distribute or send the same, or transfer Nil Paid Rights or Fully Paid Rights to any person in or into any jurisdiction
where 10 do so would or might contravene local secutities laws or regulations. 1 a Provisional Allotment Letrer or
credit of Nil Paid Righes or Fully Paid Rights in CREST is received by any person in any such territory, or by their
agent or nominee, he must not seek to take up the rights represented thereby or renounce the Provisional Allotment
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Letter except under an express written agreement between him and ICI. Any person who does forward this document
or a Provisional Allotment Letter into any such territories {whether under a contractual or legal obligation or
otherwise) should draw the recipient’s atention to the contents of this paragraph 7.

Subject to paragraph 7(d) of this Part 3, any person (including, without limitation, nominees and trustees) outside
the UK wishing to take up his rights under the Rights Issue must satisfy himself as to full observance of the applicable
laws of any relevant territory including obtaining any requisite governmental or other consents, observing any other
requisite formalities and paying any issue, transfer or other taxes due in such territories. The comments set out in
paragraph 7 of this Part 3 are intended as a general guide only and any Qualifying Sharcholder who is in doubt as
to his position should consult his professional adviser without delay.

The Company may, in consultation with the Underwriters, treat as invalid any acceptance or purported acceptance
of the offer of new ICI Shares which appears to 1CI or its agents to have been executed, effected or despatched in a
manner which may invoke a breach of the legislation of any jurisdiction or if it believes or its agents believe that the
same may violate applicable legal or regulatory requirements or if, in the case of a Provisional Allotment Leter, it
provides an address for delivery of share certificates for new ICI Shares in Australia, Belgium, Canada, Japan or South
Africa or any other jurisdiction outside the UK in which it would be unlawful to deliver such share certificates. The
attention of Qualifying Sharcholders with registered addresses in Australia, Belgium, Canada, Japan or South Africa
is drawn to paragraph 7(d) of this Part 3 below.

Despite any other provision of this document or the Provisional Allotment Letter, ICI reserves the right to permit
any Qualifying Sharcholder to take up his righes if ICI in its sole and absolute discretion is satisfied that the
transaction in question is exempt from or not subject to the legislation or regulations giving rise to the restrictions in
question.

Those ICI Shareholders who wish, and are permitted, to take up their entitlement should note that payments must
be made as described in paragraphs 3 (Qualifying non-CREST Shareholders) and 4 (Qualifying CREST
Sharcholders) of this Parr 3 above.

The provisions of paragraph 5 of this Part 3 will apply generally to Overseas Shareholders who do not take up new
ICI Shares provisionally allotted to them.

{b) Notice in the London Gazette

In accordance with section 90(5) of the Companies Act, the offer by way of rights to Qualifying Shareholders who
have no registered address within the UK and who have not given to ICI an address within the UK for the service of
notices will {provided the Resolutions are passed and subject to the other condidions of the Rights Issue) be made by
ICI publishing a notice in The London Gazette on the day following the date the Provisional Allorment Letters are
despatched, stating where copies of this document and the Provisional Allotment Letter may be inspected, or, in
certain circumstances, obrained on personal application, by or on behalf of such Qualifying Shareholders. However,
in order to facilitate acceptance of the offer by way of rights made to such Qualifying Sharcholders by virtue of such
publication, Provisional Allotment Letters will be posted to such Qualifying Shareholders or Nil Paid Rights will be
credited to the stock accounts in CREST of such Qualifying Sharcholders, as appropriate (other than those
Qualifying Sharcholders referred to in paragraph 7(d) of this Part 3 below). Accordingly, Qualifying Shareholders
who have no registered address within the UK and who have not given ICI an address within the UK fer service of
notices may accept the offer by way of rights either by returning the Provisional Allotment Letters posted to them in
accordance with the tnstructions printed thereon or (subject to surrendering the original Provisional Allotment Letters
so posted to them) by obtaining copies thereof (or, in the case of persons referred to in paragraph 7{d} of this Part 3
below, originals thereof) from Lioyds TSB Registrars, The Causeway, Worthing, West Sussex BN99 6DA or by
following the relevant procedures for acceptance in the case of Qualifying CREST Shareholders whose Nil Paid
Rights have been credited to their stock accounts.

{¢} United States of America

ICT’s shares are listed on the New York Stock Exchange in the form of ADSs. Application will be made to the New
Yotk Stock Exchange to list the new ICI ADSs. It is expected that the existing ICI ADSs will trade ex-rights on the
New York Stock Exchange from 27 February 2002, and thar trading on the New York Stock Exchange in the rights
to subscribe for the new ICI ADSs, will commence on a when issued basis on 26 February.
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This documnent does not constitute an offer of any securities for sale in the United States. The Rights Issue is being
made in the US pursuant to the US Prospectus which is part of a registration statement which is expected to become
effective on the date of this document. US Holders and holders of ICI ADSs are advised 1o read the US Prospectus as it
contains important information relating to the Rights Issue. These persons can inspect and obtain a copy of the US
Prospectus relating to the Rights Issue at the public reference facilities maintained by the SEC at 450 Fifth Street N.W.,
Washington D.C. 20549. In addition, copies, of the US Prospectus are available from the US information agent,
Georgeson Shareholder Communications, Inc. on +1 866 431 8984 or from ICI's registered office.

(d) Australia, Belgium, Canada, Japan and South Africa

Due to restrictions under the securities laws of Australia, Belgium, Canada, Japan and South Africa, no prospectus or
Provisional Allotment Letter in relation to the new ICI Shares will be sent to, and no Nil Paid Rights will be credited
to a stock account in CREST of, Qualifying Shareholders with registered addresses in, and the new ICI Shares may
not be transferred or sold to or renounced or delivered in, any of those countries. Accordingly, no offer of new ICI
Shares is being made by virtue of this document into Australia, Belgium, Canada, Japan or South Africa.

The provisions set out in paragraph 5 of this Part 3 will apply to the rights of Qualifying Sharcholders with registered
addresses in Australia, Belgium, Canada, Japan or South Africa that are not taken up.

{e) Overseas territories other than Australia, Belgium, Canada, Japan or South Africa

Provisional Allorment Letters will be posted to Qualifying non-CREST Sharcholders other than those Qualifying
non-CREST Shareholders whe have registered addresses in Australia, Belgium, Canada, Japan or South Africa and
Nil Paid Rights will be credited to the CREST accounts of Qualifying CREST Sharcholders other than those
Qualifying CREST Sharcholders who have registered addresses in Australia, Belgium, Canada, Japan or South Africa,
Such Qualifying Sharcholders may, subject to the laws of their relevant jurisdiction, accept the Rights Issue in
accordance with the instructions set ourt in this document. In cases where Overseas Shareholders do not take up Nil
Paid Rights provisionally allotted to them, the provisions of paragraph 5 of this Part 3 will apply.

Persons resident in, or who are citizens of, countries other than the UK should consult their professional advisers as
to whether they require any governmental or other consents or need to observe any other formalities to enable them
to take up their rights.

If you are in any doubt as to your eligibility to accept the offer of new ICI Shares, you should contact your
professional adviser immediately.

8. Times and Dates

The Company shall in its discretion and after consultation with its financial and legal advisers (and with the
agreement of the Underwriters) be entitled to amend the dates that Provisional Allotment Letters are despatched or
nil paid dealings commence and amend or extend the latest date for acceptance under the Rights Issue and all related
dates set out in this document and in such circumstances shall notify the UK Listing Authority and the Company
Announcements Office of the London Stock Exchange and, if appropriate, IC] Shareholders.

8. Governing Law

The 1erms and conditions of the Rights Issue as set out in this document and the Provisional Allotment Letter shall
be governed by, and construed in accordance with, the laws of England.




PART 4 — FINANCIAL INFORMATION
A — Chairman’s Statement

Set out in Parts A and B of this Part 4 is the full text of ICI's announcement to the London Stock Exchange dated
4 February 2002. Included in Part C of this Part 4 are the audited results referred to in that announcement.

IMPERIAL CHEMICAL INDUSTRIES PLC
FOURTH QUARTER AND FULL YEAR 2001 RESULTS,

RIGHTS ISSUE AND DIVESTMENT OF SYNETIX

PART 1
*  Full year results demonstrate resilience
+  Second Interim Dividend of 9.75p per share
*  Proposed 7 for 11 rights issue to raise approximately £808 million (net of expenses)

*  Intended divestment of Synetix.
Lord Trotman, Chairman of ICI, said:

“The transformation to a specialty products and paints company has delivered resilient trading performance. The
proceeds of the Rights Issue and the divestment of Synetix will strengthen ICI’s balance sheet, improve our financial
flexibility and are expected to stabilise ICI's credit rating. Your Board believes that this action should pasition ICI 1o
realise the growth potential of its technology, creativity and geographic reach, for the benefit of its customers and
sharchoiders.”
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Year Year Fourth Quarter
2001 2000 2001 2000

KEY FINANCIALS £m £m £m £m
{Unaudited)
Turnover
— International Businesses® . ... ...t i e e i 5,645 5,570 1,341 1,364
— Continuing Operations . . . .« ovv vt vrirane i inr s 6,425 6,415 1,508 1,601
EBITDA
— International Businesses® . . . . .. vv i e i e 743 764 178 184
— Continuing Operations. .. ... vt in e it i 782 816 189 205
Trading Prohe*
— International Businesses™ . . .. ... ittt e e 569 600 134 139
— Continuing Operations . . . . . e 573 617 136 153
— IO e e 573 612 136 152
Profit before tax® ... ... e 401 450 83 104
Nt Profit® L e e e 286 318 58 73
B e e e e 39.6p 44.0p 8.0p 10.1p
Dividends per £1 Ordinary Share .. ... .. ... oo i, 16.0p 32.0p

TRADING HIGHLIGHTS
*  Resilient comparable performance for the International Businesses:
- Fourth quarter sales 1 per cent. lower; Paints and Quest both ahead.

~  Fourth quarter trading profit in line with 2000; National Starch ahead offserting lower profits in
Paints and Performance Specialties.

~  Full year sales in line with 2000; Asia and Europe both ahead.
~  Full year trading profit 6 per cent. lower.

*  Full year Group profit before tax and earnings per share 11 per cent. and 10 per cent. below 2000,
respectively.

*  Full year cashflow substantially improved. Year end net debt £2.9 billion.

*  Interest cover improved to 3.5 times for the year.

PROPOSED RIGHTS ISSUE TO RAISE £808 MILLION
*  Up te 463.3 million new [CI shares to be offered at a price of 180 pence per new 1CI share.
*  Qualifying sharcholders offered 7 new ICI shares for every 11 existing ICI shares.
*  Deaisive action to stabilise credit rating and strengthen balance sheet.

*  Stabilised credit rating will facilitate refinancing of maturing debt on significantly betrer terms,

*  Underwritten by UBS Warburg, Goldman Sachs and Meirill Lynch.

*Proftt and EPS figures are quoted before goodwill amortisation and exceptional items throughout this statement
unless otherwise stated. The Group’s “Continuing Operations” comprise the “International Businesses” (National
Starch, Quest, Performance Specialties and Paints) and the “Regional and Industrial” segment. References to
“Comparable” performance excludes the effect of currency translation differences and the impact of acquisitions and
divestments on the results reported by the International Businesses.
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CHAIRMAN'S STATEMENT

Trading

In the fourth quarter, the International Businesses once again delivered resilient results, with total comparable trading
profit it line with last year. Profits were 6 per cent. up in National Starch. This offset Paints, only 3 per cent. lower
despite the difficult conditions in Latin America, and Performance Specialties, 14 per cent. lower. Quest had a good
quarter, achieving trading profit in [ine with last year.

For the full year, the International Businesses achieved sales in line with last year, and trading profit 6 per cent. lower.
Significant reductions in interest largely offset a lower contribution from Associates, principally Huntsman
International, and Group profit before tax, at £401 million, was 11 per cent. lower than in 2000. Earnings per share
were 10 per cent. lower, at 39.6 pence.

Cash flow

Total cash flow was more than £200 million better than in 2000, with operating cash flows almost £100 million
berter, and a reduction in cash flows associated with reshaping and legacy items of more than £100 million. The cash
outflow of £111 million in the year resulted in net debt of £2.9 billion at the year end.

Strong cash management, lower interest rates and the resilient profit performance contributed to a significant
improvement in interest cover, up from 3.2 times in 2000 to 3.5 times in 2001.

Rights Issue

Introduction

ICI is proposing to raise approximately £808 million, net of expenses, by the issue of up to 463.3 million new ICl
shares at a price of 180 pence per share. The issue is being made by way of a rights issue to shareholders on the
register at the close of business on 20 February 2002 (“Qualifying Shareholders™) on the basis of 7 new 1CI shares
for every 11 existing ICI shares then held. The Issue Price of 180 pence per new ICI share represents a 44 per cent.
discount to the closing middle market price of 324 pence per ICI share on 1 February 2002, the last business day
before the date of this announcement. The Rights Issue is fully underwritten.

We also intend to divest Synetix, our catalysts business.

The Rights Issue requires the convening of an Extraordinary General Meeting (“EGM”) of ICI to be held at Queen
Elizabeth 11 Conference Centre, Broad Sanctuary, Westminster, London SW1 on Monday, 25 February 2002 ar
9.30 a.m. to pass Resolutions ro increase ICI's authorised share capital and to grant the Direcrors authority to allot
shares in relation to the Rights Issue. The Rights Issue is conditional upon, amongst other things, the passing of such
Resolutions. A notice of EGM will be despatched with the UK and US Prospectuses which are to be sent to
Qualifying Sharcholders (other than certain overseas sharcholders).

Background to and reasons for the Rights Issue

The Group’s strategic transformation, which began in 1997, is essendially complete. 1C1 has refocused its business
from commodity chemicals into higher added value specialty products and paints, addressing specific and specialised
customer needs. ICI's businesses are now more knowledge intensive than capital intensive and focused on delivering
innovative products to customers in a wide range of sectors of the world economy.

ICI's specialty products and paints businesses, referred to as the International Businesses, comprise National Starch,
Quest, Performance Specialties and Paints. These businesses serve diverse consumer and industrial markets through
some 40 straregic business units, comprising close to 100 operaring units with an array of marker Jeadership positions
across the world. In addition, a number of Regional and Industrial Businesses remain in the Group’s portfolio.

ICI's higher growth potential businesses include electronic and engineering materials, specialty food starches, flavours
and fragrances, personal care ingredients and decorative paints in Asia.

ICI's objective is to be an industry leader in its chosen markets, creating superior value for its customers and
sharcholders. ICI’s aim is to build on the strength of the International Businesses, harnessing the Group'’s geographic
reach and maximising its technology and creativity for the benefit of its customers.

To support this, [C] maintains a constant focus on improving its businesses’ operational performance. In 2001, 1CI
initiated a wide ranging restructuring programme across all of its International Businesses in order to underpin future
growth as well as to provide both cost savings and working capital improvements.

The Board believes that the International Businesses have a quality customer and product mix, have strong
management teamns and have potential for profitable growth.
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The Board believes thar the results announced today demonstrate the quality and resilience of the business in a tough
economic climate. Sales on a like-for-like basis for the International Businesses for the year ended 31 December 2001
were in line with last year despite the difficult external environment. The Group'’s trading profit (before goodwill
amortisation and exceptional items) was only 6 per cent. lower than in 2000.

However, a consequence of the divesiment of most of its commodity industrial chemicals portfolic — more than 50
businesses in the last four years — has been ICI suffering cash outflows associated with restructuring charges, pension
top-up payments, and other charges.

As at 31 December 2000 ICI’s net debt stoad at £2,799 million, and interest caver for the 2000 financial year was
3.2 times. By 30 September 2001, net debt had risen to £3,109 million, but interest cover for the first 9 months of
2001 improved to 3.5 times as ICI benefited from lower prevailing interest rates, particularly in the United States.

In the difficuit economic circumstances of 2001 divestment proceeds received in the year, which had been intended
to pay down indebredness, fell short of previous expectations. ICI had expected to receive proceeds from the sale of
its investment in Huntsman International Holdings, LLC (“HIH™) in 2001. However, on 21 Decernber 2001 [CI
announced that re-negotiations between the Huntsman Corporation and ICI regarding the sale of ICP’s equity in
HIH had concluded, and proceeds were now unlikely to be received before the third quarter 2003, In addition, in
the aftermath of the tragic events of 11 Seprember 2001, the Company believes thar marker interest in ICI’s
investment in Pakistan PTA Limited is unlikely to result in fair value being realised in the near term.

Credit markets also became more difficult generally in the latter part of 2001. Discussions with the credit rating
agencies which began at the end of last year have led the Board to conclude that a credit rating downgrade is likely if
action is not taken. If the Righes Issue were not w proceed, [CI's financing needs would continue to be met in the
debt markets, although the likely rating downgrade would lead to reduced funding options and significantly higher
financing costs, which would have a significant impact on the ongoing earnings per share of ICIL

Your Board believes that the proceeds from the Rights Issue, together with the proceeds from a future divestment of
Synetix, will secure a stable BBB/Baa2 rating from the credit rating agencies. This will enable the Company to achieve
debt refinancing as it is required, on significantly better terms than ar a lower credit rating,

Net debt at 31 December 2001 was £2,917 million and the Rights Issue is expected, on closing, to raisc
approximately £808 million net of expenses. Proceeds from the Rights Issue and the future divestment of Synetix
will be used to pay down debt as it falls due,

Your Board has considered a wide range of options before reaching the conclusion that this decisive action is necessary
and believes that it is in the best interests of ICI and its shareholders to take this action now, rather than suffer
higher debr financing costs and potential constraints on running the business.

ICI’s stated growth policy is to develop its business organically, supplemented by small strategic bolt-on acquisitions.
in line with this policy, your Board is not considering any substantial acquisitions nor does it currently plan to
consider such acquisitions.

In summary, your Board believes that the transformation to a specialty products and paints company has delivered
resitient trading performance. The proceeds of the Rights Issue and the divestment of Synetix will strengthen 1CI's
balance sheet, improve ICI's financial flexibility and are expected to stabilise ICI’s credit rating. Your Board believes
that this action should position ICI 1o realise the growth potential of its technology, creativity and geographic reach,
for the benefit of both its customers and sharcholders.

As indicated above, UK and US Prospectuses are shortly to be sent to Qualifying Shareholders. These will contain
full details of the Rights Issue and ICT's audited resuls for the year ended 31 December 2001,

The principal terms of the Rights Issue are set out below.

Divestment of Synetix

As indicated above, ICI also intends to divest Synetix. In a global marker of $8 billion, Synetix focuses on the sales
of catalysts and service technologies in key market segments — edible oils, polymerisation, methanol, ammania, oil
and gas, chemicals, fine chemicals and oleochemicals. Synetix has caralyst production facilities in several countries
and is headquartered in the UK, with around 800 employees and 5,000 customers in 85 countries. Your Board
believes that Synetix is a strong business in a consolidating industry, ICI has made a decision not to participate in
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this consolidation and believes Synetix is an attractive asset whose divestment would create more value for ICDs
shareholders than its retention as part of the Group. For the year ended 31 December 2001, Synetix had sales of
£143 million, trading profit of £24 million and at 31 December 2001 had net operating assets of £101 million.

Dividends

Consistent with its dividend policy announced at the time of publication of the third quarter 2000 results, ICI
announces today a second interim dividend (in which the new ICI shares issued in connection with the Rights Issue
will not participate) of 9.75 pence per existing [CI share bringing the total dividend for the year to 16 pence per
existing ICI share. Going forward, as previously stated, dividends are expected 1o represent about one third of net
profit before exceptional items and goodwill amortisation. The new ICI shares, when issued and fully paid, will rank
equally in all respects with existing issued ICI shares including the right to reccive all further dividends or other
distributions made, paid or declared after the date of this announcement except the second interim dividend for 2001
referred to above. The second interim dividend is expected to be paid on 23 April 2002 to shareholders on the register

on 8 March 2002.

Current trading and prospects

Although trading figures for January 2002 are not yet available and economic conditions remain uncertain,
preliminary indications are that, while results for individual businesses may vary, sales overall have started
satisfactorily and the Board believes that prospects for the Group as a whole for the current financial year are
satisfactory.

Principal terms of the Rights Issue

Up to 463.3 million new ICI shares are being offered in connection with the Rights Issue, with a view to raising
approximately £808 million, after expenses. The Issue Price of 180 pence per new ICl share represents a 44 per cent.
discount to the closing middle market price of 324 pence per ICI share on 1 February 2002, the last business day
before the date of this announcement.

Qualifying Shareholders are being offered new ICI shares at a price of 180 pence per new ICI share on the following
basis:

7 new ICI shares for every 11 existing ICI shares

held and registered in their name at the close of business on 20 February 2002 and so in proportion to any other
number of ICl shares then held.
To comply with US securities laws, the Rights Issue is being made to holders of ICl ADSs and US halders of ICI
shares pursuant to a registration statement filed with the SEC. Holders of ICI ADSs and US holders of IC! shares
should read the US Prospectus.

Fractions of new [CI shares will not be allotted and Qualifying Sharcholders’ entidements will be rounded down to
the nearest whole number of new ICI shares.

The Rights Issuc is conditional upon:
(i the passing of the relevant resolutions at the EGM, or any adjournment thereof;
(i) admission of the new ICI shares to the Official List of the UK Listing Authority and 10 trading on the
London Stock Exchange’s market for listed securities becoming effective by not later than 8.00 a.m. on 26
February 2002 {or such later time and/or date as UBS Warburg, Goldman Sachs, Merrnill Lynch and ICI
may agree (being not later than 5 March 2002)); and
(iii) the Underwriting Agreement otherwise having become unconditional in all respects and not having
terminated in accordance with its terms prior to commencement of dealings in the new ICI shares, nil
paid.
Subject, amongst other things, to the passing of the relevant resolutions, it is intended that Provisional Alletment
Letters in respect of the new ICI shares will be despatched on 25 February 2002 to Qualifying non-CREST
Sharcholders other than certain overseas shareholders at their own risk. It is expected that Nil Paid Righes of
Qualifying CREST Sharcholders will be credited to their appropriate stock accounts by 8.00 a.m. on 26 February
2002.

It is expected that admission of the new ICI shares to the Official List of the UK Listing Authority and to trading on
the London Stock Exchange’s market for listed securities will become effective on 26 February 2002 and that dealings
in the new ICI shares, nil paid, will commence at 8.00 a.m. on that day.
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The Rights Issue is expected to result in the issue of up to 463.3 million new ICI shares (representing approximately
39 per cent. of the issued ordinary share capital of ICI, as so enlarged).

UBS Warburg is acting as sponsor to ICI with regard to the Rights Issue. UBS Warburg, Goldman Sachs and Merrill
Lynch are acting as financial advisers to ICI in relation to the Rights Issue. The Rights Issue, which is deeply
discounted, is being underwritten by UBS Warburg, Goldman Sachs and Merrill Lynch to address ICI’s desire for a
high level of certainty of funds.

Participants in ICI's employee share schemes will be contacted in due course to inform them of how the Rights Issue
will affect them and the actions proposed by ICIL.

Further information

If you have any further questions, please telephone the Sharcholder Helpline on 0800 096 4008 (or
+44 20 7335 8757 if you are calling from outside the UK). This Helpline is available from 8.00 a.m. to 8.00 p.m.
Monday to Friday and from 10.00 2.m. to 4.00 p.m. on Saturdays and will remain open until 15 April 2002, For
legal reasons, the Shareholder Helpline will only be able to provide you with information contained in this document
(other than informartion relating 1o IC's register of members) and will be unable 10 give advice on the merits of the
Rights Issue or to provide financial or investment advice.

Audited financial statements for the Company for the three years ended 31 December 2001 comprising the Group
profit and loss account, the statement of Group total recognised gains and losses and the statement of Group cash
flows and related notes for each of the three years ended 31 December 2001 together with the Group balance sheet
and related notes as at 31 December 2001 and 31 December 2000 ase included in the Company’s prospectus of
today's date and are available from the Company’s registered office at Imperial Chemical House, Millbank, Londen,
SWIP 3JF and on the Company's website.

EXPECTED TIMETABLE OF PRINCIPAL EVENTS

2002

Record Date for the Rights Issue Close of business on 20 February
Latest time for receipt of Forms of Proxy 9.30 2.m. on 23 February
Extraordinary General Meeting 9.30 a.m. on 25 February
Despaich of Provisional Allotment Letters (to Qualifying non-CREST

Shareholders only) 25 February
Nil Paid Rights credited to stock accounts in CREST

{Qualifying CREST Shareholders only) 26 February
Dealings in new ICI shares, nil paid, commence on the London Stock

Exchange 8.00 a.m. on 26 February
Recommended latest time for requesting withdrawal of Nil Paid Righss from

CREST (i.e. if your Nil Paid Rights are in CREST and you wish to convert them

into certificated form) 9.30 a.m. on 13 March
Latest time and date for depositing renounced Provisional Allotment Letters, nil

paid, into CREST or for dematerialising Nil Paid Rights into a CREST stock

account 3.00 p.m. on 15 March
Latest time and date for splicing Provisional Allotment Leuers, nil paid 3.00 p.m. on 18 March
Dealings in Fully Paid Rights commence on the London Stock Exchange 8.00 a.m. on 19 March
Latest time and date for acceptance and payment in full 9.30 a.m. on 20 March
Recommended latest time for requesting withdrawal of Fully Paid Rights from

CREST (i.c. if your Fully Paid Rights are in CREST and you wish to convert

them into certificated form) 9.30 a.m. on 27 March
Latest time and date for splitting Provisional Allotment Letters, fully paid 3.00 p.m. on 3 April
Latest time for depositing renounced Provisional Allotment Letters, fully patd,

into CREST or for dematerialising Fuily Paid Rights into a CREST stack ac-

count 3.00 p.m. on 3 April
Latest time and date for registration of renunciation of Provisional Allatment

Lerters, fully paid 3.00 p.m. on 5 April
New ICI shares credited to CREST stock accounts 8 April
Despaich of definitive share certificates for new [CI shares in certificated form 12 April
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UBS Warburg is acting as sponsor to ICI with regard to the Rights Issue. UBS Warburg, Goldman Sachs
International and Merrill Lynch International are acting as underwriters to ICI with regard to the Rights Issue. UBS
Warburg, Goldman Sachs International and Merrill Lynch International are acting as financial advisers to ICI. The
contents of Part 1 of this announcement, which has been prepared and issued by, and is the sole responsibility of
Imperial Chemical Industries PLC, have been approved solely for the purposes of section 21 of the Financial Services
and Markets Act 2000 by UBS Warburg Lid, Goldman Sachs International and Merrill Lynch International.

Each of UBS Warburg, Goidman Sachs International and Merrill Lynch International is acting exclusively for ICI
and no-one else in connection with the Rights Issue and will not be responsible to anyone other than ICI for
providing the protections afforded to clients of UBS Warburg, Goldman Sachs International or Merrill Lynch
International or for providing advice in relation to the Rights Issue or any matter referred to herein.

The address of UBS Warburg is 1 Finsbury Avenue, London, EC2ZM 2PP. The address of Goldman Sachs
International is Peterborough Court, 133 Fleet Streer, London, EC4A 2BB. The address of Merrill Lynch
International is 2 King Edward Street, London, EC1A 1HQ.

Prices and values of, and income from, shares may go down as well as up and an investor may not get back the
amount invested. It should be noted that past performance is no guide to future performance. Persons needing advice
should consult an independent financial adviser.

A registration statement relating to these securities is expected to be filed today with the Securities and Exchange
Commission but has not yet become effective. These securities may not be sold nor may offers be accepted priot 1o
the time the registration statement becomes effective. This announcement does not constiture an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of these sccurities in any State in which such offer,
solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such Stare.
It is currently expected that the prospectus will become available on or around 4 February 2002. When the prospectus
is available, copies will be sent to US holders and will also be available at the registered office of ICI at Imperial
Chemical House, Millbank, London, SW1P 3]F.

Certain statements made in this announcement are forward-looking statements. Such statements are based on current
expectations and, by their nature, are subject to a number of risks and uncertainties that could cause actual results
and performance to differ marterially from any expected future results or performance, expressed or implied, by the
forward-looking statement. ICI assumes no responsibility 1o update any of the forward-looking statements contained
herein except o the extent required by law.
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PART 2
Fourth
Year Quarter
2001 2000 2001 2000
£m £m £fm £m
{unaudited)

Turnover
International Busimesses . . . . v e ettt ettt e i e 5645 5,570 1,341 1,364
Regional and Industrial . ...... ...l 821 892 175 251
E imimations 4 e vese st et te et ertenrvrsscnncrssasasnsnessannnnsss (41) (47} {8 (14)
Continuing Operations .. «c.vveeiiaaiacuanastasaernasssaratananres 6,425 6415 1,508 1,601
Discontinued .o oo vr vt i ittt e et b bt e — 1,333 — 345
Total GIOUP .+ttt rnisnranennnnneseinasnansnnesoons 6,425 7,748 1,508 1,946
Profit (before goodwill and exceptional items)
International BuSinesses . . v v vttt o v eneneeareresoresnneacnrarnanes 569 600 134 139
Regional and Industrial .. ... ..o i i 4 17 2 14
Continuing Operations . . ... vttt iirneieriasneariaanaaass 573 617 136 153
Discontinued . v i in i i i i it e e e — (5) — (1)
Total Group trading profit . . ......oi it 573 612 136 152
Income from associates (net of INterest) ... .. covue ot in e ann. {10) 40 (20) 6
Net interest for the Growp ... .o i i e (162} {202) (33) (54)
Profit before tax . ...ttt i i e e e et 401 450 83 104
11 1 ) (89) (108} (19} (22)
Artributable to minorities .. ... L e (26} (24) (6) 9N
Net profit for the period . .. ... L i e 286 318 58 73
Earnings per £1 Ordinary Share 39.6p 44.0p 8.0p 10.1p
Key ratios
Trading margin {International Businesses) ........ ... 10.1% 10.8% 10.0% 10.2%
Trading margin {ICI Group) .......... R 89% 79% 9.0% 7.8%
Interest cover—times . ........... ... ... ... e 3.5 3.2 3.5 2.9
B ecmive 1o TALC . o oot e e e e e e 22% 24% nfa n/a

Basis of presentation:

The Group's “Continuing Operations” comprise the “International Businesses” (National Starch, Quest,
Petformance Specialties and Paints) and the “Regional and Industrial” segment.

References 10 “comparable” performance exclude the effect of currency transtation differences and the impact of
acquisitions and divestments on the results reported by the International Businesses. Regional and Industrial results,

and the Group as a whole and financial numbers included in the tables are shown “as reported” in accordance with
UK GAAP.

A further explanarion is included in Section VIII of the Additional Sections including the definitions for key ratios.
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Trading — Fourth Quarter

Sales for the International Businesses, at £1,341m, held up well in the fourth quarter in a difficult trading
environment, being only 1 per cent. lower on a comparable basis than the same quarter a year ago. 4 per cent. sales
growth to customers in Asia largely offset a slight decline in North America, 1 per cent., and a further slowdown in
Latin America. Sales in Europe wete in line with last year, Within the International Businesses, growth in the more
consumer orientated Paints and Quest businesses, up 3 per cent. and 2 per cent. respectively, largely compensated
for lower sales in National Starch and Performance Specialtes, which were 5 per cent. and 4 per cent. lower
respectively. As reported, sales fot the International Businesses were 2 per cent. lower, with the offsetting 1 per cent.
principally due to several small divestments. Regional and Industrial sales as reported were 30 per cent. lower as non-
novated contracts were renegotiated through the year.

Group sales in the quarter, at £1,508m, were £438m lower than 2000, principally due to the impact of the
divestment programme, particulatly the sale of the Halochemicals (Chlor-Chemicals and Klea) and Crosfield
businesses, which was completed in January 2001.

The International Businesses delivered a trading profit of £134m, £3m below last year, but in line with 2000 on a
comparable basis before the impacts of foreign exchange, £3m, and acquisitions and disposals, £2m. Gross margin
percentages held up well in the quarter, and were up slightly on the same period last year.

National Starch, benefiting from its cost reduction programme, returned to profit growth, with trading profit 6 per
cent. ahead on a comparable basis. This offset lower results in Paints, only 3 per cent. lower despite the difficult
conditions in Latin America, and Performance Specialties, 14 per cent. lower. Quest had a good quarter, with trading
profit in line with the same quarter last year. Conditions were more challenging for the Regional and Industrial
businesses, and overall Group trading profit was £16m lower, at £136m.

Income from associates, at a loss of £20m, was £26m lower than a year ago as the Polyurcthanes, Propylenc Oxide,
Petrochemicals and Tioxide businesses of our principal associate, Huntsman Internatienal (formerly Huntsman ICI),
were impacted by the economic downturn. 2000 also benefired from the contribution of Phillips-lmperial Petroleum,
which was sold at the end of that year.

The Group net interest charge was £33m, £21m beuter than 2000, benefiting from lower interest rates. Interest cover
in the quarter rose to 3.5 times compared to 2.9 times a year ago.

Profit before tax, goodwill and exceptionals for the quarter was £83m in 2001, compared to £104m last year.
Taxation on profits before goodwill and exceptionals in the quarter was £19m, compared to £22m last year.
Earnings per share before goodwill and exceptionals for the quarter were 8.0p, compared to 10.1p in 2000.

Exceptional items charged in the quarter were £122m to trading profit relating to the restructuring programme
undertaken by the International Businesses, and £9m being the Group’s share of the restructuring costs incurred by
our associate, Huntsman Internacional. Exceptional items below trading profit include £22m write down of
investments, offset by profits on sale of businesses (including a release of £15m of divestment provisions) and fixed

aSsets.

Profit before tax after goodwill and exceptionals was a loss of £58m compared 1o a loss of £415m a year ago. 2000
included an exceptional item providing for the loss on the sale of the Chlor-Chemicals, Klea and Crosfield operations.
Tax on exceptional items was a credit of £34m, mainly due to the restructuring progtamme in the International
Businesses,

Net profit after goodwill and exceptionals was a loss of £52m compared with a loss in the fourth quarter last year of
£450m.

Total earnings per share after goodwill amortisation and exceptional items were a loss of 7.2p compared with a loss
per share of 62.3p in 2000.
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Trading - Year in review

Sales for the year in the International Businesses, at £5,645m, were 1 per cent. ahead as reported and in line with
2000 on a comparable basis (after allowing for the effect of foreign exchange, +2 per cent., and disposals, -1 per
cent.). Growth in Asia and Europe compensated for lower sales in North and Latin America where conditions were
more challenging. The more consumer orientated businesses of Quest and Paints grew comparable sales by 3 per
cent. and 2 per cent. respectively, offsetting lower sales in National Starch, -4 per cent., and Performance Specialties,
-2 per cent.

Total sales as reported for the Group's continuing operations for the year were £6,425m compared to £6,415m in
2000 (or £7,748m including discontinued operations sold in 2000 as part of the divestment programme).

Trading profit for the year for the Group was £573m, 6 per cent. lower than 2000. In the International Businesses
gross margins were less than one percentage point lower, while fixed costs were slightly reduced, giving trading profit
of £569m, 6 per cent. lower on a comparable basis, 5 per cent. lower as reported, the difference principally being
currency movements. Paints, slightly ahead a1 £176m, and Quest, in line with last year at £107m, did not fully offsec
the impacr of lower sales on trading profits in National Starch, ar £218m, and Performance Specialtics, at £68m.
Regional and Industrial profics of £4m were £13m lower than 2000, with Pakistan PTA and Argentina both reporting
losses for the year.

Income from associates before exceptionals was a loss of £10m, largely due to trading difficulties faced by Huntsman
International, particularly in the fourth quarter. The Group result included the Group’s share of trading profit from
associates of £57m (2000 £100m) less net interest payable by associates of £67m (2000 £60m). In addition, 2000
beneficed from the contribution of Phillips-Imperial Petroleum which was sold at the end of that year.

The Group net interest charge for the year was £162m compared to £202m a year ago as the Group benefited from
falling interest rates, particularly in the United States.

Profit before tax, goodwill amortisation and exceptional items for the year was £401m, 11 per cent. lower than last
year. Lower trading profits in the International Businesses £31m and Regional and Industrial businesses £13m were
largely offset by interest costs which were £40m lower and the absence of £5m of losses of the discontinued
operations. However, reduced profits from associates, £50m, meant that overall Group profit before tax decreased by
£49m.

Taxation on profit before goodwill and exceptionals of £89m was £19m lower than last year reflecting the reduced
trading profits and lower effective tax rate of 22 per cent., an improvement over the effective rate in 2000 of 24 per
cent.

Earnings per share before goodwill and exceptionals for the year were 39.6p, 10 per cent. lower than in 2000.

Exceptional items charged o trading profic in the year were £143m relating to the restructuring programme in the
International Businesses announced with the third quarter results, and £9m being the Group’s share of the
restructuring costs incurred by Huntsman International. Exceptional items charged after trading profic comprised
£7m profits from sale of businesses (including a release of £20m of divestment provisions), £8m profit from the sale
of fixed assets and £22m write down of investments.

The total profic before tax after goodwill and exceptionals was £205m compaced with a loss in 2000 of £87m which
included the provision for loss on the sale of the Chlor-Chemicals, Klea and Crosficld operations which completed
in januvary 2001,

Net profit after goodwill and exceptionals was £121m compared with a loss last year of £228m.

Total earnings per share after goodwill amortisation and exceptional items were 16.8p compared with a loss per
share of 31.6p in 2000.
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OPERATING CASH FLOW

Year Year

2001 2000

£m £m
Continuing Operations :
Earnings before Incerest, Tax, Depreciation and Amortisation (“EBITDA™) .............. 782 816
Movement in working capital ...... .. .. o i o (30 (41)
Capital expenditire ... ... ot e e (235) (233)
Other items including exceptional cutflows against restructuring provisions. .. ............ (85) (69)
Operating cash flow after capital expenditure
— Continuing OPerations ... ........outtiruaiiiiiaaa it e iennn. 432 473
— Discontinued OPerations . ... ... ..uuutriinniuitinne ittt — (71)
Operating cash flow after capital expenditure — Total Group. ..............oooiiaalt, 432 402
Interest and tax excluding tax on divestments ... ... .. oo (224) (255)
Dividends paid. . . ... oo oot e (203) (238)
Net operating cash in / (out) flow — Total Group ..............ccoiiieiiiiiii.a. 3 {91}
RESHAPING AND LEGACY CASH FLOWS
Divestment proceeds from sale of assets and businesses. . ... ... ... o oLl 344 175
Tax paid on dIVESIMERLS . . - - ..ottt e ettt et e e e 21 (67)
Payments against divestment provisions. . ...... ... .o i e (298) (242)
Special 10p up pension Payment .. ......otvi it e (30 {100)
ACQUISIEIONS . .+« oo ottt ettt et e e (68) (8}
Loans to associates and Ineos Chlor ... ... ... i e (41) (5)
Net cash in / {out) flow due to reshaping and legacyitems ............... . ... ... (114) (247)
MOVEMENT IN NET DEBY
Opening netdebt ... .. (2,799 (2,347)
Net operating cash in / {out) flow .. ... o 3 on
Ner cash in / {out) flow due to reshaping and legacy items. . .......... ... ... .. ... (114) (247)
Cash flow before financing . ... ... . i (111) (338)
Non cash movements in net debe arising on foreign currency translation . ................ (7) {114)
Total movementin netdebt . ... . i e (118) (452)
Closing netdebt ... e (2,917) {2,799)

Note

Section V1 of the Additional Sections includes notes reconciling this presentation to the UK GAAP FRS! cash flow
statement.

Cash flow — year in review

The analysis of Group cash flow distinguishes between cash flows relating to operating activities and those related to
portfolio reshaping and legacy issues. Included within “reshaping and legacy” are gross proceeds from divestments,
cash expenditures relating to divestments (including tax paid and payments against divestment provisions, which, in
some cases, will continue for a number of years), the ICI UK Pension Fund top-up payments, acquisition
expenditure, and loans to associates and other investments.

Management believes this presentation provides important financial informarion relating to the continuing operating
activities of the Group separate from cash flows relating to the divestment programme and the transformation of the
Group. This should not be considered as an alternative but as supplementary to the presentation of cash flows in
accordance with UK GAAP included in the appendices.
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Operating cash flow

Earnings before interest, tax, depreciarion and goodwill amortisation from continuing operations in the year, at
£782m, were only 4 per cent. below 2000. A significant, and expected, seasonal working capital inflow of £215m in
the fourth quarter resulted in an outflow of only £30m in the full year, slightly better than the corresponding figure
for 2000 of £41m. Capital investment for continuing operations for 2001, ar £235m, was ar a similar level to last
year, while exceptional outflows and other items increased to £85m (2000 £69m} as a result of the restructuring
programme announced with the third quarter results.

Overall, operating cash flow after capital expenditure was £432m for 2001 compared to £402m for 2000 which was
after an outflow of £71m from discontinued operations last year.

Net interest and tax payments (excluding tax on divestments} during 2001 amounted to £224m (2000 £255m). The
Group benefited from lower interest rates during the year, and interest payments were £31m lower. Tax payments
were broadly in line with the previous year. Dividend payments in 2001, at £205m, were below 2000, with the
reduced interim dividend, in line with the policy announced in November 2000, partially offset by higher
distributions to minority sharcholders.

Overall, the net operating cashflow for the Group was an inflow of £3m, £94m better than in 2000,

Reshaping and legacy outflows

Proceeds from the divestment programme in 2001 of £344m arose principally from the sale of the Chlor-Chemicals,
Klea and Crosfield businesses. The sale of these businesses resulted in tax paid on divestments of £21m reduced by
£46m for the year, however higher payments were charged against divestment provisions compared to 2000. The
payment to the JC] UK Pension Fund was reduced to £30m in the year from £100m in 2000, as the reduction in
the assessed fund deficit reduced the required top up.

Acquisition expenditure of £68m (2000 £8m) resulted from several small bolt-on acquisttions in the International
Businesses, while loans of £6m (2000 £5m) and £35m were provided to an associate and Ineos-Chlor respectively.

Overall, total cash outflow on teshaping and legacy items was £114m, a £133m improvement compared to an
outflow of £247m in 2000.

Movement in Net Debt

Net debr at 31 December 2001 of £2,917m increased by £118m from £2,799m at the start of the year, a consequence
of the reshaping and legacy cash outflows. Non cash foreign exchange movements were £7m, as gains and losses in
different currencies largely offset each other, compared 1o a loss of £114m last year.

The Company’s net debt position has historically changed over the course of a year, and in particular short-term
debt has generally increased in the early part of a year 10 fund working capital requirements. These working capital
nceds arise principally from the seasonality of the Group’s Paints business, which experiences higher sales, and thus
working capital, during the North American and European summer. The Group’s commercial paper programmes
and other short-term borrowings are used to fund these working capital fluctuations. Principally as a result, the
Company cxpects that its short-term debt will increase significantly, and as a result its net debr will also increase
significantly over the first part of 2002.




PART 4B - Operating and Financial Review

Exceptional items

Exceptional items for the fourth quarter and the full year were as follows:

Fourth Quarter
Year {unaudited)
2001 2000 2001 2000
£m £m £m £m
Exceptional operating items in trading profic ...... ... ... . i (143) — (122) —
Share of associates’ exceptional operatingitems. . .......... ... . oo, ) — )] —_
Profit/(loss) on sale or closure of operations .......... ... i, 7 (515) 16 (514)
Fundamental reorganisation. . .........oeoet i — (14) — —
Profit/(loss) on disposal of fixed assets .. ... L oo 8 11 6 4
Write Off Of INVEStMENUS © . . o\ttt it i et et i iann e cnararanerens (22) — (22) —
Exceptional items in interest ... ..o i s — 16 — —
Exceptional items before tax and minority interests. ... ... .. ... ... {(159) (502) {131} (510)
00 1o o W 33 (9 34 (4)
Minority INEEEStS .. ... ot e i i i i e (2) — (3) —
Exceptional items after tax and minority interests ... ...........0 oot (128) (511) (100) (514)

Fourth Quarter

Exceptional operating items in trading profit comprised the major part of the restructuring programme announced
in November 2001. The £122m charge refated to amounts charged by all four International Businesses.

During the fourth quarter, Huntsman International announced a major restructuring of its Polyurethanes business,
including the closure of the Shepton Maller facility and reductions in the workforce of approximately 200 employees.
[CP’s share of these restructuring costs was £9m.

Amounts written off investments related to shares of the Company held to hedge obligations granted prior to 1999
under the employee share ownership plans. Profit/(loss} on sale or closure of operations included the release of £15m
of provisions relating 1o divestments complered in eatlier years.

Year in review

In November 2001, the Group announced a programme to improve cost effectiveness and supply chain efficicncies
across all the International Businesses. The programme resulted in an exceptional charge before wx of £143m,
comprising £118m of anticipated exceptional cash expenditure {(including severance costs of £78m) and non-cash
asset write-ofts of £25m. £30m of the cash expenditure was incurred in 2001. The programme is expecied 10 be
substantially completed within the next two years.

The exceptional charge covers expenditure associated with the restructuring programme by National Starch £46m
(including severance costs of £25m and asser write downs of £9m), Quest £45m (including severance costs of £21m
and asser write downs of £4m), Performance Specialties £28m (including severance costs of £23m and assct write
downs of £3m) and Paints £24m (including severance costs of £9m and asset write downs of £9m).

Huntsman International recorded a restructuring exceptional charge during the fourth quarter. ICI's share of these
costs was £9m.

There was no exceptional charge to trading profit in 2000.

The Group reported a pre tax profit on sales of operations of £7m (2000 loss £515m) which related primarily to
gains on the divestments of the remaining Polyurethanes businesses in Japan and India, partially offset by losses on
the divestment of the Eutech business and the Paints India Motors business. Profit on disposal of fixed assets
amounted to £8m for 2001 (2000 £11m). Amounts written off investments related 1o shares of the Company held
to hedge obligations granted prior to 1999 under the employee share ownership plans.
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In total, exceptional items before tax and minority interests for 2001 amounted to a loss of £159m (2000 £502m
loss, including £16m exceptional interest income relating to a tax repayment). Exceptional items after tax and
minarities were a loss of £128m, including the benefit of a tax credit principally for restructuring costs.

OPERATIONAL AND FINANCIAL REVIEW—CONTINUING OPERATIONS

The financial numbers and tables in the following section are presented in pounds sterling and are “as reported”. As
reported numbers include the effects of currency translation, acquisitions and divestments and are quoted before
accounting for goodwill amortisation and exceptional items.

Unless otherwise stated, the commentary on pages 41 through 46, for the International Businesses, being National
Starch, Quest, Performance Specialties and Paints, refers to performance measured on a “comparable basis” excluding
the effect of currency translation differences and the impact of acquisitions and divestments, Comparable numbers
are unaudited.

Commentary on the Regional and Industrial businesses is “as reported” rather than “comparable”.

A full description of comparable performance variances and an explanation of the Group’s segmentation is set out in

Section V111 of the Additional Sections.

National Starch

4th Quarter {unaudited) Full Year
2001 2000 Comparable 2001 2000 Comparable
fm fm % % £m fm % %
451 482 (6} {5) Sales 1,853 1,894 (2} (4)
76 75 1 6 EBITDA 289 309 (6) (8)
57 57 0 6 Trading Profit 218 245 (11} (12)

National Starch comprises four distinct business groupings: Adhesives and Sealants (42 per cent. of National Starch’s
sales in 2001) Foed and Endustrial Starch (26 per cent.), Specialty Syathetic Polymers (19 per cent.) and Electronic
and Engineering Materials {13 per cent.). The geographic split of sales by destination in National Starch in 2001 was
Europe 25 per cent., North America 44 per cent., Asia 24 per cent. and Latin America and Rest of World 7 per
cent.

Fourth Quarter

For the quarter, National Starch'’s sales were 5 per cent. below the prior year, with sales continuing to be affected by
the slowdown in the electronics and semiconductor markers served by the Elecironic & Engineering Matenals
division, and by weakness in the US economy. Nevertheless, cost reduction initiatives and resttucturing activities
announced earlier in the year reduced fixed costs by 9 per cent., and, together with weakening raw material prices,
improved gross margins over both Q3 2001 and Q4 2000. Consequently, the business delivered a G per cent. increase
in trading proht for the quarter.

As reported profits were in line with the same quarter last year, with foreign exchange (4 per cent.) and divestments
(2 per cent.) offsetting the comparable increase.

Adhesives sales were 4 per cent. lower, with weakness in the US offsetting growth in both Europe and Asia. Despite
this, the benefits of cost reduction activities enabled the division to deliver strong profit growth.

Starch sales were slightly ahead of prior year, with strong growth in Asia, particularly for Industrial Starches, partially
offset by the downturn in papermaking starch in the US. Profits were in line with prior year.

For Specialty Synthetic Polymers, profits grew strongly, particularly in Europe, on the back of the major drive for
cost reduction, which delivered costs 23 per cent. below last year, and easing raw matenial prices improved gross
margin percentages. Sales were 4 per cent. lower, with Vinamul and Elotex both experiencing shortfalls.
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The environment for Electronic and Engineering Materials in the fourth quarter was little changed from Q3. Sales
were 18 per cent. lower, and profits were also well down despite improved gross margin percentages compared to Q4
2000.

Year in review

National Starch’s sales of £1,853m were 4 per cent. behind 2000 with trading profit 12 per cent. lower for the same
period. Both sales and profit declines reflected the effects of the continued economic downturn in the US, and the
sharp downturn in the electronics industry which impacted from early in 2001. However, profit improvement
programmes, including an 8 per cent. reduction in headcount during 2001, reduced the rate of profit decline versus
last year to only 3 per cent. for the second half, and improved trading margins compared with the first half of 2001.
In the fourth quarter, a restructuring programme was announced that is intended to further reduce the cost base and
improve competitiveness. In total, £37m is intended 1o be spent on restructuring programmes over the next two
years, which include the closure or sale of several sites in the US, Europe, Asia and Australasia, and a further
significant headcount reduction. The programme is focused on Specialty Polymers and Adhesives in North America
and Europe.

Foreign exchange effects largely accounted for the difference between comparable and as reported results with as
reported sales and trading profits 2 per cent. and 11 per cent. lower respectively.

Adhesives sales were 3 per cent. behind 2000, and trading profit was also lower as good performances in Europe and
Asia were offset by the impact of the economic downturn in the US. In the US, price increases and aggressive cost
control efforts partially offset lower sales volumes, while the European business was more robust, recovering from a
slow start to deliver both sales and profit growth for the full year. The Asia Pacific region continued to be a strong
performer. While the downturn in Japan had a significant impact, growth continued in other parts of Asia, most
notably in China and in the Dongsung-NSC business. During the year, Dongsung-NSC expanded its shoe adhesives

business into Vietnam and Mexico.

Sales for Starch were slightly below 2000, and trading profit also declined, as Food Starch growth was more than
offset by the decline in the papermaking sector in North America. Food Starch sales were strong in all regions,
including North America, with its focus on customer needs through technology application continuing to distinguish
this business from its competitors. Tapioca-based starch products produced in Thailand maintained their sales
growth, both in Asia and in other regions of the world, but margins were squeezed by higher tapioca costs, especially
in the latter part of the year. The papermaking starch business, which is under severe pressure in North America,
continued to grow in Asia.

Specialty Synthetic Polymers sales for 2001 were 2 per cent. below 2000. Margins were impacted early in the year
by high raw material costs, but improved as the year progressed as a result of aggressive cost reduction efforts and
more favourable raw material costs. Trading profit in 2001 was well ahead of the previous year. The Vinamul
polymers business experienced lower demand in many applications, and pressure en pricing remained strong. Alco
Chemical, which supplies low molecular weight chemistries for water treatment and other applications, continued its
strong growth in North America and sustained its expansion in Europe and Asia. The Elotex powders business
suffered from lower sales due to the decline in construction in Western Europe, especially Germany, and from high
raw material costs early in the year.

The personal care business continued to progress with broad geographic sales growth, building on the recovery of
sales that commenced in the second half 2000.

Electronic and Engineering Materials suffered from the effects of a major downturn in the semiconductor and
electronics industry, and, as a result, sales for 2001 were 13 per cent. below 2000. Ablestik, which supplies materials
for semiconductor packaging and micro-electronic assemblies, was most severely impacted by this downturn, but
continued to work closely with customers throughout the period and is expected by Group management to be well
positioned to benefic from a future upturn in this sector. Acheson sales of coatings for cathode ray tubes slowed,
reflecting sluggish demand for computer monitors and television sets. Emerson & Cuming was also affected by the
downturn, although it was able to maintain its strong refationships with key ink jer customers, while the Circuit
Assembly Materials business unit developed significant new business in the aerospace sector, particularly within
satellite companents. Costs were reduced throughout the division to offset the industry slowdown, and, despite the
decline in sales, the division generated a positive trading profir.

42
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Quest
4th Quarter {(unaudited) Full Year
2001 2000 Comparable 2001 2000 Comparable
“Em &m % % £m £m % %
172 167 3 2 Sales 727 687 6 3
28 27 4 2 EBITDA 126 121 4 1
23 22 5 0 Trading Profit 107 103 4 0

Quest comprises two distinct business groupings: Fragrances (41 per cent. of Quest’s sales in 2001) and Food
(59 per cent.). The geographic split of sales in Quest by destination in 2001 was Europe 41 per cent., North America
25 per cent., Asia 18 per cent. and Latin America and Rest of World 16 per cent.

Fourth Quarter

Quest returned o sales growth in the fourth quarter, with total sales up 2 per cent. All regions other than Europe
contributed to the growth. Trading profits were in line for the quarter compared to last year,

Sales as reported include the contribution of Quest India +2 per cent and foreign exchange differences, —1 per cent.
Similatly, as reported profits were up 5 per cent. due to Quest India.

Fragrance delivered good growth in most sectors, but continued to be impacted by less favourable trading conditions
in the fine fragrances market, Overall, sales growth was 2 per cent. Performance was strong in Asia and Laiin Ametica.
Improved gross margin percentages from procurement initiatives and raw material price reductions contributed to
profits being ahead in the quarter.

Food sales in the quarter were up by 1 per cent. with solid performances in most regions. 6 per cent. growth in
North America, with Flavours performing strongly, offset weakness in Europe. However, continued adverse sales mix
and higher raw material costs led to trading profits lower than last year.

Year in review

Quest delivered 3 per cent. overall sales growth for the year, with high single digit growth outside Europe and North
America. Improvements in Fragrance offset an adverse sales mix in Food, and trading profit was in line with 2000.

As reported sates were up 6 per cent., with the effect of foreign exchange, 2 per cent. and the Quest India acquisition,
1 per cent. accounting for the improvement over comparable petformance.

During the year, Quest initiated a major programme to rationalise its cost base through the closure of surplus
manufacturing sites, restructuring and redesign of the supply chain and the streamlining of management and support
services. In addition, business systems, processes and capabilities will be upgraded in order to drive supply chain
improvements, significantly enhance customer service levels and create e-connectiviry. The estimated total exceptional
cash expenditure of £41m is expected to be incurred within the next three years.

During the year, ICl, mostly via 1C] India, acquired a 51 per cent. stake in Quest India from Hindustan Lever
Limited for $33m.

Fragrance had a strong year with 3 per cent. sales growth, despite more difficult market conditions in the second half
of the year. The introduction of new products, most notably in personal care, contributed to the growth, with higher
sales also achieved in fragrance ingredients. Fine fragrance sales were up significantly in the first half of the year bur
slowed in the second half, reflecting the market downturn. Improved sales mix and supply chain improvements
contributed to improved gross margin percentages, and, as a result, trading profit was well ahead for the year. Trading
profit growth was achieved in all the major regions.

Food had a more difficult year burt sales grew by 2 per cent. Food ingredients grew, particularly in Asia Pacific, while
Flavours did well in North America and there was continued strong sales growth with most key customers. Flavour
sales were slower in Europe. Culinary sales were lower, but this was offset, in particular, by strong growth in snacks
and dairy. The associated adverse sales mix effects and higher raw material prices, partially offset by cost containment
programmes during the year, caused trading profits to be lower than in 2000,
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Performance Specialties

4th Quarter {(unaudited) Full Year
2001 2000 Comparable 2001 2000 Comparable
Em Em % % £m Em % %
199 209 (5) {4) Sales 832 837 (1) )
23 26 (12) (10) EBITDA 98 103 (5 (6)
16 19 (16) {14) Trading Profit 68 75 9 (10)

Performance Specialties comprises two main businesses: Uniqema (80 per cent. of Performance Specialties” sales in
2001) and Synetix (I8 per cent.) together with other businesses (2 per cent.). The geographic split of sales in
Performance Specialties by destination in 2001 was Europe 49 per cent., North America 30 per cent., Asia 15 per
cent. and Latin America and Rest of World 6 per cent.

Fourtr arter

The £ quarter saw 2 continuation of the trend of previous quarters, with a good performance by Synetix offset
by Ur.  .a. Overall sales were 4 per cent. lower and, despite tight cost control, profits were down by 14 per cent.
for the «.arter.

As reported sales and trading profit were a further | per cent. and 2 per cent, lower respectively due to the additional
effect of foreign exchange movements.

Uniqgema sales were 7 per cent. lower than last year. Low glycerine prices and weak industrial markets in North
America were again the main contributors. Lubricants performed well in the quarter. Fixed costs were well down on
last year, but this could not offset the sales decline, and profits were significantly lower than last year.

Synetix had a strong quarter with sales up 9 per cent. All business units contributed, but performance was particularly
strong in the Polymers, Chemicals and Edible Oils business unit, and the marker for catalysts for Ammonia and
Methanol continued to recover, Gross margin percentages improved on last year, and, as a consequence, profits were
considerably ahead for the quarter.

Year in review

Owerall, the year was disappointing for Performance Specialties, with sales 2 per cent. lower and trading profit 10 per
cent. lower. The extent of the profit decline was, however, considerably limited by cost saving initiatives in Unigema.

As reported sales were 1 per cent. lower with foreign exchange effects partially offsetting the 2 per cent. lower
comparable performance. As reported profits were similarly affected.

Unigema experienced the effects of the global economic downturn, particularly in industrial sectors in North
America. These were heightened by the impact of significantly lower glycerine prices after the first quarter,
particularly in Europe and North America, which reduced profits by some £8.5m woridwide. Sales were down 5 per
cent., although the Health and Personal Care business continued to grow. Overall, fixed costs were 3 per cent. below
2000 levels with reductions taking effect in the second half, burt the savings were insufficient 1o make up for the sales
shortfall, and profits were well down on the previous year. Demand in the process intermediates sector remained
strong in Europe in the first half of the year, but weakened somewhat in the second half. Market conditions in the
US were difficult throughout the year. Synthetic fubricants showed strong volume growth year on year despite
competitive pressures, but the polymers sector slowed with industrial markers generally, particularly in Europe in the
second half of the year,

As announced in November, at an estimated cash expenditure of £25m, Unigema in Europe is implementing
programmes to improve supply chain efficiencies and undertake site restructuring. In July 2001, Unigema also
completed the sale of its ester manufacturing plant at Baleycourt, France o Ineos Chior.

Synetix had an excellent year. Higher sales and improved gross margins delivered significant trading profit growth
and the total business sales were ahead by 13 per cent. In January 2001, Synetix completed the acquisition of the
‘CelActiv’ catalyst business from Celanese Chemicals Europe GmbH, and this business has performed well since
acquisition.
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Within other businesses, Security Systems increased its sales and profits in 2001.

Paints
4th Quarter (unaudited) Full Year
2001 2000 Comparable 2001 2000 Comparable
£m £m % % £Em fm % %
519 506 3 3 Sales 2,233 2,152 4 2
51 56 ) (3) EBITDA 230 231 ¢ 1
38 41 V)] (3 Trading Profit 176 177 (1) 1

The Paints business comprises two main businesses: the Decorative business (90 per cent. of Paints’ sales in 2001)
and Packaging (10 per cent.). The geographic split of sales in Paints by destination in 2001 was Europe 32 per cent.,
North America 47 per cent., Asia 11 per cent. and Latin America and Rest of World 10 per cent.

Fourth Quarter

Paints recovered from the slowdown in sales seen in the US and parts of Furope immediately following the events of
September 11th, and sales reverted to expected levels by the middle of October. However, the increasing economic
turmoil in parts of Latin America inhibited the rotal sales and profic performance. In total, sales were 3 per cent.
ahead. Trading profit was only 3 per cent. lower, despite the Latin American shortfall, with all other regions
performing well in the quarter.

As reported trading profits were 7 per cent. lower with divestments accounting for a further 7 per cent. reduction
from the comparable figures, partially offset by positive foreign exchange effects of 3 per cent.

In Europe, sales growth was 7 per cent., with strong performances from UK Trade and Ireland somewhat offset by
weakness in Germany. Profits were ahead of prior year.

Sales in North America recovered quickly from September 11ch, and growth was 7 per cent, Sales were ahead in
both the US Consumer and US Stores businesses,

The positive momentum in Asia was maintained, with sales up 12 per cent. and trading profits also well ahead.
showing double-digit growth. Performance was particularly strong in China and India.

Sales in Latin America were 23 per cent. below prior year, with the economic difhiculdes in Argendna causing a
significant sales decline, and, in Brazil, the 24 per cent. year-on-year devaluation in the Real against the US$ causing
both a decline in reported sales revenue, and margin erosion. The business continued to take action 1o improve
margins through price increases, manufacturing improvements and fixed cost management, although this could not
offset the volume decline. Consequently, overall trading profits were down 42 per cent. in whar has normally been
the strongest quarter of the year.

The Packaging business experienced some softness in year-end sales, as several customers closed plants for an
extended period over Christmas. As a resulr, sales were 2 per cent. lower for the quarter.

Year in review

For the full year, sales growth of 2 per cent. was achieved despite the slowdown in the US and economic difficulties
in parts of Latin America. Performance in Asia was excellent, with 11 per cent. sales growth and trading profit well
ahead over prior year. Trading profit for Paints was up 1 per cent. on prior year, with a halving of trading profits in
Latin America more than offset by profic growth in all other regions.

Reported sales were up 4 per cent. with foreign exchange effects, +3 per cent,, less divestments, -1 per cent.,
accounting for the differences from the comparable resulis. Trading profits as reported were 1 per cent. lower.

The worldwide spend on media and publicity for the year was up 3 per cent.

In Europe, sales were 1 per cent. ahead in a slowing European economy, with growth in the UK, France and Ireland
offsetting lower sales in Germany. Trading profits were also ahead for the full year as a result of both the growth in
sales and the benefits of successful restructuring in France.
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In North America, the business delivered sales growth of 5 per cent. for the year, with the US Consumer business
doing well, and sales from our US Stores returning to modest levels of growth towards the end of the year. The
business was significantly impacted in the short-term by events of September 11th but recovered eatly in the fourth
quarter. Profits for the year were ahead of 2000. During the fourth quarter, we announced the next phase of
restructuring  the North American Decorative business. Cost reduction projects include the closure of a
manufacturing facility as well as a number of loss-making stores at an estimated cash expenditure of £15m. This
simplification of our supply chain infrastructure is expected by management to deliver both cost and working capital
reductions.

Sales growth in Asia of 11 per cent. was achieved despite slowing cconomic growth in the region. There were strong
performances in China, India and Thailand. Selling and marketing resources were increased, particularly in India
and China, and overall profits were still well up. The divestment of the India Motors business was completed in
April 2001.

In Latin America sales declined 18 pet cent. for the year and profit was well down. The major influence on sales was
the significant devaluation of the Real in Brazil, which continued to impact results throughour the year, particularly
by inflating imported raw material costs. In the second half, the deteriorating economic situation in Argentina
depressed the paint market, reducing sales and causing a significant reduction in profits for the year overall.

The Packaging business delivered sales growth of 3 per cent. and profits in line with prior year. Sales growth was

good in Europe. Investments in projects to improve the supply chain in Europe resulted in higher costs in the year,
but are expected by management to deliver benefits in 2002.

Regional and Industrial

4th Quarter {unaudited) Full Year

2001 2000 2001 2000
TI'I:- fm % £m £m %
175 251 (30} Sales 821 892 (8)
11 21 (48) EBITDA 39 52 (25)
2 14 (806) Trading Profit 4 17 (76)

Regional and Industrial is shown on an “as reported” basis, The Regional and Industrial segment comprises the
Group's regional businesses (of which the largest opetation is the pure terephthalic acid (“PTA”) business in Pakistan)
and some ongoing residual activity in the UK relating to legacy management. The geographic split of sales in
Regional and Industrial by destination in 2001 was Europe 49 per cent., North America 3 per cent., Asia 40 per
cent. and Laun America 8 per cent,

Fourth Quarter

Fourth quarter sales in the PTA business increased slightly over last year, but, as in the third quarter, the other
regional businesses were below prior year. “Nil margin sales” from non-novated concraces for che quarter were £47m
versus £88m in 2000 as contracts with the suppliers and customers of divested businesses continue to be novared.
Trading profits fell due 1o the difficulties in Argentina and continued weak PTA prices.

Year in review

Regional and Industrial sales for 2001, at £821m, were 8 per cent. below 2000 due to several small disposals during
the year. Trading profits were £4m, £13m below prior year. Turnover included £275m of “nil margin sales” (2000
£328m) and also included sales of Methanol under a tolling agreement which ceased in April 2001 and supply
contracts involving businesses that have been divested.

Pakistan

The world and Asian PTA markets showed no improvement, and the PTA business made a small trading loss during
the year. Sales and trading profits were also lower in Polyester Fibre, although the soda ash business continued to
perform well. Overall, trading profits were slightly below the prior year.
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India

Trading profits for the regional businesses in India were down & per cent. in 2001 due to the divestment of the
polyurethanes business during the period, and costs associated with the restructuring of the rubber chemicals business.
The explosives and nitrocellulose businesses continued to do well.

Argentina

Sales in Argentina for 2001 were significantly below 2000, with the performance of both the wine chemicals and
performance chemicals businesses adversely affected by the difficult economic conditions. Consequently, a trading
loss was recorded for the year.

Discontinued Operations

4th Quarter (unaudited) Full Year
2001 2000 2001 2000
Em “Em tm Em
— 346 Sales —_ 1,339
—_— 9 EBITDA — 29
— (1) Trading Profit — (5)

Discontinued Qperations comprise the following significant businesses: Halochemicals (including Chlor-Chemicals
and Klea), Crosfield, Methanol, and the 50 per cent. associate, Phillips-Imperial Petroleum.

No businesses became discontinued in the year.

NEW ACCOUNTING STANDARDS

The following two standards will impact the financial statements. FRS 18 relates to the review and disclosure of
accounting policies and does not impact the financial results in 2001.

FRS 17 Retirement Benefits

This standard sets out revised requirements for the accounting and disclosure of an employers retirement benefit
obligations and related funding. Recognition in the primary statements is not required until 2003. The Group is
following the transitional arrangements set out by the standard and related disclosures are set out in the nates to the
accounts within the financial statements appended ro this press release. Further disclosures will be made regarding
the annual pension costs under the new standard. While the analysis has not been finalised at this stage, the 2001
P&L impact is not expected to be materially different from the current costs under SSAP 24. There is no cash flow

impact. The balance sheet impact is to record the assets and obligations of the fund and exclude the prepayment
recorded under SSAP 24,

FRS 19 Deferred Taxation

This standard requires full provision to be made for deferred tax assets and liabilities arising on riming differences
berween the recognition of gains and losses in the financial statements and their recognition in a tax computation.
The standard is not required to be implemented uniil 2002.

Had FRS 19 been implemented in 2001, the effective tax rate on Profit before tax, goodwill amortisation and
exceptional items would have tisen from 22.2 per cent. for 2001 (2000 24.0 per cent., 1999 26.3 per cent.) to an
estimated 28.9 per cent. (2000 31.6 per cent,, 1999 31.1 per cent.). This would have increased the tax charge on
ordinary items to an estimated £116m in 2001, (2000 £142m, 1999 £117m) and reduced carnings per share before
goodwill amortisation and exceptional items from 39.6p in 2001 (2000 44.0p, 1999 37.0p) to an estimated 35.9p
{2000 39.3p. 1999 34.5p).

The new standard will have no impact on cashflows.
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EXTRAORDINARY GENERAL MEETING

An Extraordinary General Meeting of the Company will be held at the Queen Elizabeth II Conference Centre, Broad
Sanctuary, Westminster, London SWI, on Monday, 25 February 2002 at 9.30 a.m.

ANNUAL GENERAL MEETING

The Annual General Mecting of the Company will be held at the Queen Elizabeth II Conference Centre, Broad
Sanctuary, Westminster, London SW1, on 28 May 2002 at 11:00 a.m.

NEXT ANNOUNCEMENT
Trading results for the first quarter of 2002 will be announced on 2 May 2002,

Imperial Chemical Industries PLC
ICI Group Headquarters

9 Millbank

London SW1P 3]F

4 February 2002
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SECTION |
IMPERIAL CHEMICAL INDUSTRIES PLC

GROUP PROFIT AND LOS5 ACCOUNT
YEAR 2001

The audited trading results of the Group for the year 2001, are set out below, with comparative figures for 2000 set
out on the following page:

Year 2001
Discontinued
Continuing Operations Operations  Total
Before
Exceptional Exceptional
Items Hems
£m £m £m £m
TUIOVer L o et 6,425 — 6,425
Trading profit/{loss) ........ ... ... ... oL 536 {143) — 393
(afier deducting goodwill amortisation). .. ........ ... ... (37) _ — (37)
Income from assoCiates . .o ottt ii it a s 57 {9 — 48
Profit/(loss) on sale of operations . ..................... (11} 18 7
Fundamental reorganisation costs. . ....... ... ..., — — —
Profus/{losses) on disposal of fixed assets . ............... 8 — 8
Write off of investment .. ... ... ... ... i (22) — (22)
Profit/{loss} on ordinary activities before interest . ......... 593 (177} 18 434
Net interest payable —Group...................... (162) — — (162)
— ASSOCIALES v v v i (67) — — (67}
Profit/(loss) on ordinary activities before taxation ......... 364 (177) 18 205
05T+ « A (89) 39 (6) (56)
Attributable to minorities . .. ... .. e (26) (2} — (28)
Net profitf{loss) fortheyear. ... ... oo oL 249 (140) 12 121
Dividends .. ... i e (116)
Profit/(loss) tetained . ... .o e 5
Profit before goodwill amortisation, taxation and
exceptionals .. ... ... L 401 — 401
Profit/(loss) before taxation and exceptionals . ............ 364 —_ 364
Net Profit/(loss) before exceprionals . ... ... . ... 249 — 249
Earnings/{loss) per £1 Ordinary Share:
~ before goodwill amortisation and exceptionals ... .. ..... 39.6p
~before exceptionals ... o oo 34.5p
—after exceptionals . ... oL 16.8p
Weighted average number of shares .. ... ... 722m
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SECTION |
IMPERIAL CHEMICAL INDUSTRIES PLC
GROUP PROFIT AND LOSS ACCOUNT
YEAR COMPARATIVES FOR 2000
Year 2000
Discontinued
Continuing Operations Operations  Total
Before
Exceptional Exceptional
Items Items
£fm fm fm £m
U OVEL o oot e ettt ettt it et 6,415 1,333 7,748
Trading profit/(loss) ... ...... ..o 582 — 5) 577
(after deducting goodwill amortisation) . .. ... ... ... .. (35) — _— (35)
Income from associates . . ... ... v rinarainnnens 21 — 9 100
Profit/{loss) on sale of operations .. ............. ... ..., 16 (331) (515)
Fundamental reorganisation costs, . ....... ..o o ia. .. (14) — (14
Profits/(losses) on disposal of fixed assets ................ 10 1 11
Write off of investments . ... ... ... . ... .., — — —
Profit/{loss) on ordinary activities before interest ........ .. 673 i2 (526) 159
Net interest payable —Group. .. (201 16 (1 {186)
— ASSOCIALES .. ... {60) — — (60)
Profit/(loss) on ordinary activities before taxation ......... 412 28 (527) {87)
T aXATION o oot et et e e (112) (6) 1 (117)
Attributable to minorities ... ... L e (24) — — (24)
Net profic/(loss) for theyear. ... ... ... ... ... .. 276 22 {526) (228)
Dividends .. ... it i i et (232)
Profit/(loss) retained . .. . ... .. ... ... ... (460)
Profut before goodwill amortisation, taxation and
exceptionals .. ..., ... e 447 3 450
Profit/(loss) before taxation and exceptionals ............. 412 3 415
Net Profit/(loss) before exceptionals . ................... 276 7 283
Earnings/(loss) per £1 Ordinary Share:
— before goodwill amortisation and exceptionals ..... ... .. 44 Op
—before exceprionals . ... Lo L 39.2p
—afterexceptionals . . ..., ... .. o {31.6p})

Weighted average number of shares ... ... .0 L 722m
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SECTION |

IMPERIAL CHEMICAL INDUSTRIES PLC

GROUP PROFIT AND LOSS ACCOUNT
FOURTH QUARTER 2001

The unaudited trading results of the Group for the fourth quarter 2001, are set out below, with comparative figures
for 2000 set out on the following page:

Fourth Quarter 2001

Discontinued
Continuing Operations Operations  Total
Before
Exceptional Exceptional
Items Items
£m £fm fm £m
TUIOVEr oo e e 1,508 — 1,508
Trading profitf(loss) .......... oo 126 {122) — 4
(afier deducting goodwill amortisation) . . ... ... .. ..., (10} — — (10
Income from associates . . .. ..o iinr it (2) (9 — (11}
Profit/{loss) on sale of operadions ...................... 3 8 16
Fundamental reorganisation costs...................... — — —
Profits/{losses) on disposal of fixed assets ................ 6 — G
Writeoff of investments . . ... ... . . . (22) — (22)
Prefit/{loss) on ordinary activities before interest .......... 124 (139} 8 {7
Net interest payable - Group...................... (33) — _ (33)
— ASSOCIATES .. ..., (18} — — (18)
Profit/{loss) on ordinary activities before taxation ......... 73 (139) 8 (58)
Taxation .. ......... e e e e e (19 34 — 15
Atrtributable to minorities . .. ... .. . o e (6) {3) — 9
Net profit/(loss) for the quarter .......... ..o oot 48 {108} 8 (52)
Dividends . .. ... i e _ @y
Profit/(loss) retained . . ... ... e (123}
Profit before goodwill amortisation, taxation and
exceptionals ... ... ... Ll 83 — 83
Profit/(loss) before taxation and exceptionals ............. 73 — 73
Net Profit/(loss) before exceptionals . ... ................ 48 — 48
Earnings/(loss) per £1 Ordinary Share:
~ before goodwill amortisation and exceptionals ..... ... .. 8.0p
— before exceptionals .......... ... ..l 6.7p
—afterexceptionals . . ... ... il (7. 2)p

Weighted average number of shares ... ......... .. . ... 722m
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SECTION |
IMPERIAL CHEMICAL INDUSTRIES PLC
GROUP PROFIT AND LOSS ACCOUNT
FOURTH QUARTER COMPARATIVES FOR 2000
Fourth Quarter 2000
Discontinued
Continuing Operations Operations  Total
Before
Exceptional Exceptional
Items Items
fm fm £m £m
Turnover .. e 1,601 345 1,946
Trading profit/(loss) .. .. ..o e e 144 — (1) 143
(after deducting goodwill amortisation). . ............ ... {» — — (9
Income from associates. . ....vvtivinn e, 19 — 4 23
Profit/(loss) on sale of operations . ..................... 10 (524) (514)
Fundamental reorganisation costs. . ..........vuveiia... — — —
Profits/{losses) on disposal of fixed assets .. .............. — 4 4
Profit/(loss) on ordinary activities before interest . ... ...... 163 10 B517) (344)
Net interest payable —Group ... e (54) — — (54)
—ASSOCIATES . ..t (7} — — (17}
Profit/(loss) on ordinary acrivities before taxation ......... 92 10 (517) (415)
Taxation ... ... i e (26) (2} 2 (26)
Attributable to minorities .. ... ... L L (9) — — ()]
Net profit/(loss) for the quarter ... ... ... ... ...... 57 8 (515) (450)
Dividends . . ... o (142)
Profic/{loss) retained ... ... (592)
Profit before goodwill amortisation, taxation and
exceptionals ... ..., 101 3 104
Profit/{loss) before taxation and exceptionals . ... ....... .. 92 3 95
Net Profit/(loss) before exceptionals.................... 57 7 64

Earnings/(loss) per £1 Ordinary Share:

— before goodwill amortisation and exceptionals . ...... ... 10.1p

— before exceptionals . ... ... o 8.9p

—after exceptionals . ... ... oo L (62.3)p

Weighted average number of shares ......... ... ... ... 722m
53
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SECTION 1l
IMPERIAL CHEMICAL INDUSTRIES PLC

SEGMENT INFORMATION

TURNOVER
Fourth Quarter
Year (unaudited)

2001 2000 2001 2000

£m £m £fm £m
Continuing Operations
National Starch . ... . i i i e e et 1,853 1,894 451 482
L P 727 687 172 167
Performance Specialties . ....... .. . ... i i 832 837 199 209
T3 1 ¢ 2,233 2,152 519 506
International Businesses ... .vvuvveuinrnrnnsnnernsncanrnon 5,645 5,570 1,341 1,364
Regional and Industrial ............ ... .. oo ol 821 892 175 251
Inter-class eliminations. ... ..oovre e ier e ettt (41) (26} (8} (7)
Grosstotal ... i e e e e 6,425 6,436 1,508 1,608
Sales by Continuing Operations to Discontinued Operations . . . .. — (21) — 7
Net total — Continuing Operations .. .............oiiaenn. .. 6,425 6,415 1,508 1,601
Discontinued Operations
Grouprotal ... ... . — 1,339 — 346
Sales by Discontinued Operations to Continuing Operations . .. .. — 6) — (1)
Net total - Discontinued Operations. .......... ...t — 1,333 — 345

Toral Group External Turnover. ... ...t 6,425 7,748 1,508 1,946
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SECTION 1Nl
IMPERIAL CHEMICAL INDUSTRIES PLC

SEGMENT INFORMATION
TRADING PROFIT

BEFORE GOODWILL AMORTISATION AND EXCEPTIONAL ITEMS
Fourth Quarter

Year (unaudited)
2001 2000 2001 2000
fm £fm £m £fm
Continuing Operations
National Starch .. ..ot i e e e 218 245 57 57
60T P 107 103 23 22
Performance Specialties . . ...... ... . i e, 68 75 16 19
S T 3 S P 176 177 38 41
International Businesses . ... ...ttt e e 569 600 134 139
Regional and Industrial . ... ... ... 4 17 2 14
Total Conrinuing Operations . ... ..oouviiviitiei e iaens 573 617 136 153
Discontinued Operations . ... .. .. oot — (5) — (1)
Total Group Trading Profit .......... e 573 612 136 152
AFTER GOODWILL AMORTISATION BEFORE EXCEPTIONAL ITEMS
Fourth Quarter
Year (unaudited)
2001 2000 2001 2000
£m £m im fm
Continuing Operations
National Starch . ... ... 200 227 53 52
QUESE - - v et e 106 103 22 22
Performance Specialties. .. ... ... ... o e 67 74 16 19
Palnts .. ot e 159 161 33 37
international Businesses . ... ....... ... i 332 565 124 130
Regional and Industrial . ... ... .. ... ... 4 17 2 14
Total Continuing Operations .. .......... ... ..o ... 536 582 126 144
Discontinued Operations .. ... iiiii i — (5} — (n
Total Group Trading Profit ........ ... .ot 536 577 126 143

AFTER GOODWILL AMORTISATION AND EXCEPTIONAL ITEMS
Fourth Quarter

Year {unaudited)
2001 2000 2001 2000
£m £m £m £im
Continuing Operations
National Starch . ... v 154 227 12 52
Quest ............ e 61 103 (7) 22
Performance Specialties . ... ... .. 39 74 (12) 19
PainTS . e 135 161 9 37
International BUsSiNesses .. ... ...ttt e 389 565 2 130
Regional and Induscrial . ... . ... . 4 17 2 14
Tortal Continuing Operations .. .......... ... . .o i, 393 582 4 144
Discontinued Operations ............o i — (5) — n
Total Group Trading Profic ... e 393 577 4 143
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SECTION IV
IMPERIAL CHEMICAL INDUSTRIES PLC
SUMMARY GROUP BALANCE SHEET
At At
31 December 31 December
2001 2000
£m £m
ASSETS EMPLOYED
Inrangible fixed assets .........o i i 613 609
Tangible fixed assets . ...t e e 2,186 2,398
4T 1 U 374 327
Current assets
Cash and short-term investments . ..... .. it ininerrennan. 460 G70
Oher CUITEME GSSELS v i v vt et ettt e e e e s e aaaeareanaannreanan 2,666 3,087
3,126 3,757
Total ASSEIS . . . o e e, 6,299 7,091
Creditors due withineneyear. .. ... ... o o i {3,601) (3,508)
Total assets less current liabilities ....... ... o it iinnnnn.. .. 2,698 3,583
FINANCED BY
Creditors due after more than one year:
Loans. e e e e e 1,705 2,231
Other creditors .. oo e i, 49 63
1,754 2,294
Provisions for liabilicies and charges .......... ... ... ... oL 1,176 1,446
Minority interests — equity - .. ... i e, 51 59
Shareholders’ funds — equity:
Sharecapital ... .. e e 728 728
{1,011) (944)
(283) (216)

2,698 3,583
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SECTION V
IMPERIAL CHEMICAL INDUSTRIES PLC

STATEMENT OF GROUP TOTAL RECOGNISED GAINS AND LOSSES

Ner profit (loss)
Parent and subsidiary undertakings . ....... ... . i
ASSOCIATES . o 1 ot vttt et et e et e e

Currency translation differences on foreign currency
net investment and related Joans ... ... . .
Taxation and transtation differences on foreign currencyloans ...... ... it

Total gains and losses recognised since last annual report ... ... oL

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

Net prefit/(loss) for the financial year. .. .. e
Dividends . . oL L e

Retained profit/(fass) for year .. ... o i i e
Issues of [CI Ordinary Shares............ e e e e
Goodwill movement .. .. ... .. e e
Other recognised gains/(losses) relating o theyear ... ool
Ner increase/{reductions) to shareholders’ funds ... ..... .. ... .. .. .. ... .. ... ... ... ...
Sharcholders’ funds at beginning of year —equity ........ ... .. . i il

Sharcholders’ funds at end of year —equity ... ... .

Year

2007 2000

fm fm
113 217}
8 (11
121 (228)
(59) {15)
(5) (27)
57 (270)

Year

2001 2000

£m £m
121 (228)
{116) (232)
3 (460)

— 1

(8) 41
(64) (42)
(67)  (460)

(216) 244
(283) (216)




PART 4B - Operating and Financial Review {Additional Sections)

SECTION V1
IMPERIAL CHEMICAL INDUSTRIES PLC
SUMMARY GROUP CASH FLOW
Year
2001 2000
£m £fm
Net cash flow from operating activities!. ... ... ..o i e 637 586
Dividends received from associated undertakings . . ......... ... oooioinni L, — 5
Returns on investments and servicing of finance .. ... ... ... o oo ool (207) (230)
B0 |+ N P (58) (104)
372 257
Capital expendicure and financial investment
Purchase of tangible fixed assets? ....... .. ... i (233) (284)
Sale of tangible fixed assets ... ... o e 29 58
(206) (226)
166 31
ACQUISITIONS .. . i i i e i e et (109) (13)
DHSPOSALS? « . .ot 17 (125)
Equity dividends paid . ... ... ..o (185) (231)
Cash outfiow before use of liquid resources and financing . ...... ... ... (111} (338
Management of liquid resources. .. ... i e 253 (12)
Financing —Issueofshares. ... ... ... oo i — 1
— (Decrease)/Increase in debt ... ... 77 335
(Decrease}/Increase in cashi . ... vv vttt i i i ittt e 65 (14)

Notes on the reconciliation of the FRS1 format above to the cash flow presentation on page 38

1. Reconciliation of “net cash flow from operating activities” to the subtotal “operating cash flow after capital
expenditure” shown on page 38.

Year

2001 2000

£m fm
Net cash flow from operating activities perabove ............ ... ... o il 637 586
Capital expenditure in continuing operations, . ....... ... ... .o .. (235)  (233)
Capital expenditure in discontinued operations ............ ... .. o oL — (1)

{235) {284)
Exclude top-up payment to ICI UK Pension Fund ............. ..ol 30 100
Operating cash flow after capital expenditure perpage 38 .. ... .. ... ... ... ... 432 402

2. £nil (2000: £51m) of purchase of tangible fixed assets (capital expenditure) relates to discontinued operations.

3. The Group received gross cash consideration of £315m, (2000: £117m). Of this amount, £298m (2000:
£242m) was paid against ongoing disposal costs and provisions.

Cash flow UK GAAP FRS1 Presentation — Management discussion

The Group's net cash inflow from operating activities for 2001, at £637m, was £51m higher than the £586m for

2000. 2000 included a cash outflow from discontinued operations which was absent in 2001.

Capital expenditure and financial investment at £206m in 2001 was £20m lower than 2000 due to discontinued

opcrations, a saving of £51m compared to 2000 partly offser by lower hixed asser sales.

Net disposals resulted in a cash inflow of £17m for 2001 (2000 outflow: £125m) and comprised £315m gross

disposal proceeds (2000: £117m) less expenditure against disposal provisions of £298m (2000: £242m). Disposals in

2001 mainly included the Chlor-Chemicals, Klea and Crosfield businesses and these were the main cause of the

higher expenditure in the year against disposal provisions.

Cash outflow before the use of liquid resources in 2001 was £111m compared with an outflow of £338m in the

same period of 2000, the reduced outflow being mainly due to the higher net disposal proceeds, combined with

lower interest tax and dividend payments.

58




PART 4B - Operating and Financial Review {(Additional Sections)

SECTION VII
IMPERIAL CHEMICAL JNDUSTRIES PLC
RECONCILIATION BETWEEN UK AND US GAAP
The results of the ICI Group are prepared in accordance with UK GAAP.

UK GAAP differs in cerrain respects from US GAAP. Net income of continuing and discontinued operations and
shareholders’ equity calculated in accordance with US GAAP are set out below. Note 43 to the financial statements
describes the significant differences between UK GAAP and US GAAP affecting the ICI Group’s net income and
shareholders’ equity. Under US GAAP, net income for 2001 was a profit of £13m (2000 £(456)m) compared wich a
net income of £121m (2000 £(228)m) under UK GAAP. Under US GAAP, sharcholders’ equity at 31 December
2001 was £2,568m and at 31 December 2000 was £2,828m compared to a deficit of £(283)m, and £(216)m
respectively under UK GAAP, These differences primarily result from the differing accounting treatment of purchase
accounting adjustments (including, in the years prior to 1998, amortisation and write-off of goodwill), disposal
accounting, capitalisation of interest, pensions, foreign exchange, deferred tax, derivative instruments and hedging
activities and restructuring costs.

The following is a summary of the material adjustments to net income which would have been required if US GAAP
had been applied not UK GAAP:

Year
2001 2000
Em Em
Net income after exceptionals — UK GAAP
Continuing OPErATIONS . . . .o\ ittt ettt ettt et e e e 109 298
Discontinued operations. . .. ... ... e e 12 (526)
121 {228)
Adjustments to conform with US GAAP
Pension XPenSe . . ..o vttt e e e e e e e (37) (108)
Capiralisation of interest less amortisation and disposals .. ......................... {2) (18)
Purchase accounting adjustments
Amortisation of goodwill and intangibles ... .. ... .. .. L 27y (123)
Disposals and ether adjustments. ... ... ... . L 10 (3)
Reversal of write down of investment. ... .. .. e e 22 2
Derivative instruments and hedging activities. ... ....... ... ... . oL 49 (8)
Restructuring costs ... ... o e 5 (19
Foreign exchange ... .. .. . i e —_ (14)
Share cOMPENsation eXPenst. . .. .. .ttt ittt et e 1 (5)
Others. .o e e e 2 2
Deferred taxation
Arisingon UK GAAP results . ... oo i e (41) 21
Ansing on US GAAP adjustments .. .. ... o o 10 45

(108) (228)

Net income after exceptionals — US GAAP
Continuing operations ... .. .. ..ttt 13 (4506)

Discontinued operations. .. ...ttt e e — —

13 (456)




PART 4B—Operating and Financial Review (Notes)

SECTION VHI
IMPERIAL CHEMICAL INDUSTRIES PLC

NOTES

1. Basis of Presentation

The Group’s financial statements are prepared under the historical cost convention and in accordance with the
Companies Act 1985 and applicable accounting standards. The Group’s accounting policies conform with UK
Generally Accepted Accounting Principles (“UK GAAP”). The main policies are set out in the accounts section of
the annual report.

The financial data presented in this document is for the fourth quarter 2001, being the three months ended
31 December 2001, and the 2001 full year being the 12 months ended 31 December 2001. These periods are
compared to the corresponding periods in the previous year being the fourth quarter 2000 (three months ended
31 December 2000) and 2000 full year (12 months ended 31 December 2000) respectively,

References to “Comparable” performance excludes the effect of currency translation differences and the impact of
acquisitions and divestments on the results reported by the International Businesses. Performance is measured on a
consistent basis over two or more financial periods. Comparable results for both 2001 and 2000 are translated at
constant exchange rates, which equate to the annual average exchange rates for 2000, and exclude the results of
divested businesses and the impact of acquired businesses from the relevant periods.

2. Basis of segmentation

Segmental data in this statement is analysed as follows:

Continuing Operations comprising the International Businesses (being National Starch, Quest, Performance
Specialties and Paints) and Regional and Industrial. The Regional and Industrial segment comprises the Group'’s
Regional businesses (of which the largest operation is the pure rerephthalic acid business in Pakistan) and some
ongoing residual activity in the UK relating to legacy management.

Discontinued Operations comprising the following significant businesses: Halochemicals (including Chlor-Chemicals
and Klea), Crosfield, Methanol, and the 50 per cent. associate, Phillips-Imperial Petroleurn.

3. Forward looking statements

Cerrain statements in this press release may be forward-looking statements as that term is defined in the United States
Privare Securities Litigation Reform Act of 1995. Such forward-locking statements involve risks and uncertainties
that could cause actual results to differ materially from those expressed or implied by such statements. These factors
include, among other things, the impact of competitive products and pricing, changes in the price of raw materials,
the accurrence of major operational problems, the loss of major customers, limitations imposed by our indebtedness
and leverage, a credit downgrade by the ratings agencies, contingent liabilities arising in connection with recently
disposed businesses, risks associated with our international operations, risks of litigation and other factors described
in our filings with the SEC.

4. Segmental allocation of interest and tax

Net interest payable and taxarion have been allocated to Discontinued Operations to reflect the legal entity incidence
of these items within the businesses divested.

5. Relationship to Statutory Accounts and Audit Status

The information in this announcement does not comprise statutory accounts within the meaning of Section 240 of
the Companies Act 1985. The statutory accounts for the year ended 31 December 2000, on which the auditors have
given an unqualified opinion, have been filed with the Registrar of Companies.

The statutory accounts for the year ended 31 December 2001 have been completed and signed on behalf of the
Board of Directors on 3 February 2002. The auditors have given an unqualified audit opinion on the statutory
accounts. The financial information included relating to the fourth quarters 2001 and 2000 is unaudited.
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6. Earnings before interest, Tax, Depreciation and Amortisation ("’'EBITDA’")

EBITDA is defined as trading profit before interest, tax, depreciation and goodwill amortisation. The depreciation
charged by the businesses in 2001 {excluding exceptional asset write-downs} was as follows: National Starch £71m
(2000 £64m); Quest £19m (2000 £18m); Performance Specialties £30m (2000 £28m); Paints £54m (2000 £54m)
and Regional and Industrial £35m (2000 £35m). Total depreciation for the Group before exceptional asset write-
downs was £209m (2000 continuing operations £199m and discontinued operations £34m). Management believe
EBITDA and related measures of cash flow serve as important financial indicators, however, EBITDA should not be
considered in isolation, or as an alternative to operating or net income or cash flows from operating activities, in
each case, determined in accordance with UK or US GAAP as appropriate.

7. Interest Cover

Calculations of interest cover are based on the sum of Group trading profit before goodwill and exceptionals and net
associate company income (associate trading profit less associate interest) divided by Group interest cost {excluding
associate lnterest).

8. Trading margin

Trading margin is calculated as trading profit (before goodwill amortisation, exceptionals, interest and share of profits
of associates) expressed as a percentage of sales.

9. Effective tax rate

Effective tax rate is calculated as taxation (excluding tax on exceptional items) divided by profit before tax before
goodwill amortisation and exceptionals.
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PART 4 — FINANCIAL INFORMATION
C — Audited Financial Statements

Nature of Financial information

The financial information set out below has been extracted without material adjustment from the audited
consolidated financial statements of [CI for the three years ended 31 December 2001. The financial information
comprises the Group profit and loss account, the statement of Group total recognised gains and losses and the
statement of Group cash flows and related notes for cach of the three years ended 31 December 2001 and the Group
balance sheet and related notes as at 31 December 2001 and 31 December 2000,

The financial information concerning ICI does not constitute statutory accounts within the meaning of
section 240(3) of the Companies Act. Audited statutory accounts for the two years ended 31 December 2000 have
been delivered to the Registrar of Companies in England and Wales. Statutory accounts for the year ended
31 December 2001 have not yet been delivered to the Registrar of Companies in England and Wales.

The Company’s auditors, KPMG Audit Ple, Chartered Accountants and Registered Auditors, has made a report
under section 235 of the Companies Act on the consolidated financial statements for the three years ended
31 December 2001.




PART 4C - Audited Financial Statements

accounting policies

As used in the financial statements and related notes, the term
‘Company’ refers w0 Imperial Chemical Industrics PLC: the
terms ‘ICI' and Group’ refer to the Company and its
consolidated subsidiaries but not 1o associates.

The financial statements are prepared under the historical cost
convention and in accordance with the Companies Act 1985
and applicable accounting standards. Accounting policies
conform with UK Generally Accepted Accounting Principles
(“UK GAAP”}). The following paragraphs describe the main
accounting policies. The accounting policies of some overseas
subsidiaries do not conform with UK Accounting Standards
and, where appropriate, adjustments are made on consolidation
in order to present the Group financial statements on a
consistent basis.

Turnover
Turnover excludes Intra-Group sales and value added raxes.
Revenue is recognised at the point ar which title passes.

Depreciation

The Group’s policy is to write-off the book value of each
tangible fixed asset to its residual value evenly over its estimated
remaining life. Reviews are made annually of the estimated
remaining lives of individual productive assecs, taking account
of commetcial and technological obsolescence as well as normal
wear and tear. Under this policy it becomes impracucable o
calculate average asser lives exactly; however, the toral lives
approximate to 37 years for buildings and 16 years for plant
and equipment. Depreciation of assets qualifying for grants is
calculated on their full cost.

Pension costs

The pension costs relating to Group retirement plans are
assessed in accordance with the advice of independent qualified
actuaries. The amounts so determined include the regular cost
of providing the benefits under the plans which should be a
level percentage of current and expected future earnings of the
employees covered under the plans. Variations from the regular
pension cost are speead on a systematic basts aver the estimated
average remaining service lives of current employees in the
plans.

Research and development
Research and development expenditure is charged to profe in
the year in which it is incurred.

Foreign currencies

Profit and loss accounts in foreign currencies are transtated into
sterling at average rates for the relevant accounting periods.
Assers and liabilities are translated at exchange rates ruling at
the date of the Group balance sheet. Exchange differences on
short-terrn foreign currency borrowings and  deposits are
included with ner interest payable. Exchange differences on all
other balances, except relevant foreign currency loans, are taken
to wading profit. In the Group accounts, exchange differences
arising on consolidation of the ner investments in overseas
subsidiary undertakings and associates are taken to reserves, as
are differences arising on equity investments denominated in
foreign currencies in the Company accounts. Differences on
relevane foreign currency loans are taken to reserves and offset
against the differences on ner investments in both Group and
Company accounts.

Financial derivatives

Hedge accounting

The Group uses various derivative financial instruments to
reduce exposure to foreign exchange risks. These include
currency swaps, forward currency contracts and currency
options. The Group also uses interest rate swaps, forward rate
agreements and interest rate caps derivartives to adjust interest
rate exposures. The Group considers its derivative financial
instruments to be “hedges” (i.e. an offser of foreign exchange
and interest rate risks) when certain criteria are met. Under
hedge accounting for currency options, the Group defers the
instrument’s impact on profit until it recognises the underlying
hedged item in profit. Other material instruments do not
involve deferral since the profit impact they offset occurs
during the terms of the contracts.

Foreign currency derivative instruments:
The Group’s criteria to qualify for hedge accounting are:

* The instrument must be celated o a foreign cutrency asset
or liabilicy that is probable and whose characteristics have
been idenrified;

* It must involve the same currency as the hedged item; and

* It must reduce the risk of foreign currency exchange
movements on the Group’s operations.

interest rate derivative instruments:
The Group's criteria to qualify for hedge accounting are:
+ The instrument must be related to an asset or a liabilicy; and

» It must change the character of the interest rate by
converting a variable rate 1o a fixed rate or vice versa.

Derivative financial instruments reported in the financial
statements:

*+ The unamortised premium paid on purchased cutrency
options is included in debrors in the balance sheet.

Cash flows related to foreign currency derivative transactions
are reported along with related transactions in net cash inflow
from operating activities or returns on investment and servicing
of finance, as appropriate, in the Statement of Group cash flow.

Currency swaps

Principal amounts are revalued at exchange rates ruling ac the
date of the Group balance sheet and included in the seerling
value of loans. In accordance with SSAP20 and FRS 3 exchange
gainsflosses are included in the Statement of Group total
recognised gains and losses along with similar movements in
the values of the investments being hedged.

Forward currency contracts

Those forward currency contraces hedging  transaction
exposures {purchases and sales held in the books of account) are
revalued ro balance sheet rates with net unrealised gains/losses
being shown as trade receivables/payables. Both realised gains
and losses on purchases/sales and unrealised gainsflosses on
forward contracts are recognised in trading profit.
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accounting policies

Financial derivatives (continued)

Those contracts used to change the cumrency mix of ner debe
are revalued to balance sheet rates with net unrealised
gains/losses being shown as part of the debr they are hedging,
The difference between spot and forward rate for these
contracts is recognised as part of net interest payable over the
period of the contract. Realised and unrealised exchange
gains/losses are shown in the financial statements in the same
place as the underlying borrowing/deposir.

Currency options

Option premia are recognised at their historic cost in the
Group balance sheet as ‘other receivables’. At maturity, the
option premia net of any realised gains on exercise, are taken
to the financial statements as trading profit.

Interest rate swaps and forward rate agreements

Interest payments/receipts are accrued with ner interest
payable. They are not revalued w fair value or shown on the
Group balance sheet at period end. If they are terminarted early,
the gain or loss is spread over the remaining maturity of the
original inscrument.

interest rate caps

The option premia are recognised on the Group balance sheet
as ‘other reccivables’. The option premia, net of any realised
gains on individual caplets, are raken to net interest payable
and spread evenly over the lifetime of the cap.

Associates

Associates are undertakings in which the Group holds a long-
term interest and over which it actually exercises significant
influence. The Group's share of the profits less losses from
associates are included in the Group profit and loss account on
the equity accounting basis. The holding value of associates in
the Group balance sheet is calculated by reference to the
Group’s equity in the net assets of such undertakings, as shown
by the most recent accounts available. Interests in joinr
arrangements that are not entities are included proportionately
in the accounts of the investing entity.

Taxation

The charge for taxation is based on the profit for the year and
takes into account taxation deferred because of timing
differences berween the tearment of certain items, including
post-retirement  benefits, for raxation and for accounting
purposes. However, no provision is made for taxation deferred
by relicfs uniess there is reasonable evidence that such deferred
taxation will be payable in the furture. Taxation on exchange
differences on relevant foreign currency loans used to finance
net investments in subsidiary undertakings and associates is
taken to reserves 10 be consistent with the treatment of the
underlying exchange differences on the loans and net
investments.

Stock valuation

Finished goods are stated at the lower of cost and net realisable
value, raw materials and other stocks ar the lower of cost and
ner realisable value; the first in, first out or an average method
of valuation is used. In determining cost for stock valuation
purposes, depreciarion is included but selling expenses and
certain overhead expenses are excluded.

Environmental liabilities

The Group is exposed o environmental liabilivies relating
primarily to its past operations, principally in respect of soil
and groundwarer remediation costs. Provisions for these costs
arc made when expenditure on remedial work is probable and
the cost can be estimated within a reasonable range of possible
putcomes.

Goodwill

On the acquisition of a business, fair values are attributed to
the net assets acquired. Goodwill arises where the fair value of
the consideration given for a business exceeds the fair value of
such net assets. For purchased goodwill arising on acquisitions
after 31 December 1997 goadwill is capitalised and amortised
through the profit and loss account over a period of 20 years
unless the Directors consider it has a materially different useful
life, either on acquisition or subsequently, if a shorter life is
indicated. For goodwill arising on acquisitions prior to
31 December 1997 purchased goodwili was charged directly 1o
reserves in the year of acquisition. On subsequent disposal or
termination of & previously acquired business, the profit or loss
recognised on disposal or rermination is calculated after
charging the amount of any related goodwill previously taken
10 reserves.

Employee Share Ownership Plan “"ESOP’*

The financial statements of the Group include the assets and
related liabilities of Imperial Chemical Industries PLC
Employee Benefits Trust and Impkemix Trustees Limited, a
subsidiary company of the Group, which acts as trustee for the
Group's employee share ownership plan. The shares held by the
ESOP are stated at the lower of cost and estimated ner
realisable value.
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group profit and loss account

for the year ended 31 December 2001

2001
Continuing operations  Discontinued Total
operations
Before Exceptional
exceptional items
items
notes £fm £m Em £m
Turnover 5,6 6,425 - 6,425
Operating costs 4,6 (5,935) (143) - (6,078)
Other operating income 6 46 - - 46
Trading profic (loss) 4,5,6 536 (143) - 393
Afier deducting goodwill amortisation 5 (37} - - (37)
Share of operating profits less losses of associates 4,7 57 (9) - 48
593 (152) - 441
Fundamental reorganisation costs 4 - - -
Profits less [osses on sale or closure of operations 4 (an 18 7
Profits less losses on disposals of fixed assets 4 8 - 8
Amounts wrirten off investments 4 (22) - (22)
Profit (loss) on ordinary activities before interest 5 593 (177) 18 434
Net interest payable 4,8
Group (162) - - (162)
Associates (67) - - (67}
(229} - - (229)
Profit {loss) on ordinary activities before taxation 364 (177) 18 205
Taxation on profit (loss) on ordinary activities 9 (89) 39 6) (56)
Profit (loss) on ordinary activities afier taxation 275 (138} 12 149
Attributable to minorities (26) 2) - (28)
Net profit (loss) for the financial year 249 (140) 12 12%
Dividends 10 (116)
Profit (loss) retained for the year 25 5
Earnings (loss) per £1 Ordinary Share 11
Basic 34.5p (19.4)p 1.7p 16.8p
Diluted 34.5p (19.4)p 1.7p 16.8p
statement of group total recognised gains and losses
for the year ended 31 December 2001
2001
£m
Ner profit (loss) for the financial year
Parent and subsidiary undertakings 113
Associates 8
121
Currency translation differences on foreign currency net investments and related loans (59)
Taxation on translation differences on foreign currency loans (5)
{64)
Other items -
Total gains and (losses) recognised since last annual report 57
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2000

1999

Continuing operations Discontinued Total Continuing operations Discontinued Total
operations operations
Before Exceptional Before Exceptional
exceptional iterms exceptional items
items items
£m £m £m fm £m £m £m £fm
6,415 1,333 7,748 6,179 2,270 8,449
(5,876} - (1,350) (7,226) (5,710) (83) (2,225) (8,018)
43 - 12 55 30 - 12 42
582 - (5) 577 499 (83) 57 473
(35) - - (35) {35) - - {(35)
91 - 9 100 54 - 7 )
673 - 4 677 553
(14) - (14)
16 {531} (515}
10 i i1
673 12 (5206) 159 553
201) 16 () {186) {261)
(60) - - (60) (29
{261) 16 (1} (2406) (290)
412 28 (527) (87} 263
(112) (6) 1 (117} (69)
300 22 (526) (204) 194
(24) -~ - (24) (10)
276 22 (526} (228) 184
(232)
(460}
38.2p 3.0p {72.8)p (31.6)p 25.5p
38.2p 3.0p (72.8)p (31.6)p 25.4p
2000
£fm
(217)
(11)
(228)
{15)
(27)
{42)

(270
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balance sheets

at 31 December 2001

Group Company
2001 2000 2001 2000
notes fm fm fm f£m
Assets employed
Fixed assets
Intangible assets — goodwill 12 613 609 — -
Tangible assets 5,13 2,186 2,398 69 58
Investments
Subsidiary undertakings 14 9,072 10,095
Participating and other interests 15 374 327 58 12
3,173 3,334 9,199 10,165
Current assets
Stocks 16 753 843 29 27
Debrors 17 1,913 2,244 3,985 3,395
Investments and short-term deposits 18 159 415 - -
Cash 34 301 255 13 16
3,126 3,757 4,027 3,438
Total assets 6,299 7,091 13,226 13.603
Creditors due within one year
Short-term borrowings 19 (418) {765) - -
Current installments of loans 21 (1,250) (466) 1) (27)
Other creditors 20 {1,933) (2,277) {8,458) (8,119)
(3,601) (3,508) (8,459) (8,146)
Net current assets {liabilities) (475) 249 (4,432) (4.708)
Total assets less current fiabilities 5 2,698 3,583 4,767 5.457
Financed by
Creditors due after more than one year
Loans 21 1,705 2,231 420 279
(Onher creditors 20 49 63 884 1,337
1,754 2,294 1,304 1,616
Provisions for liabilities and charges 22 1,176 1,446 193 254
Minority interests — equity 51 59 - -
Shareholders’ funds - equity
Called-up share capital 24 728 728 728 728
Reserves
Share premium account 589 589 589 589
Associates’ reserves 22 14 - -
Profit and loss account (1,622) {1,547) 1,953 2,270
Toual reserves 25 (1,011} (944) 2,542 2.859
Total shareholders’ funds {page 69} (283) (216) 3,270 3,587
2,698 3,583 4,767 5.457

Included within Group net current liabilities are debtors of £552m (2000 £538m} which fall due after more than one year.
Included within the Company net current liabilities are debrors of £312m (2000 £365m} which fall due after more than one

year.

The accounts on pages 64 to 133 were approved by the Board of Directors on 3 February 2002 and were signed on its behalf by:

Lord Trotman Director

TA Scott Direcror
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statement of group cash flow

for the year ended 31 December 2001

notes _km T 'Em
Net cash inflow from operating activities 26 637 586 582
Dividends received from associates - 5 4
Rewins on investments and servicing of finance 27 {207) (230} (307)
Taxation (58) {104) (G5)
372 257 214
Capital expenditure and financial invesiment 28 (206) (226) (356)
166 31 {142)
Acquisitions and disposals
Acquisitions 29 (109} (13) (12)
Disposals 31 17 (125) 2,040
92) (138) 2,028
Equiry dividends paid (185) (231) (232)
Cash inflow (outflow) before use of liquid resources and financing (nn (338) 1,654
Management of liquid resources 30 253 (12) 215
Financing
Issues of shares - 1 1
Increase (decrease) in debt (77) 335 (1,910)
32 (77} 336 (1,909)
Increase {decrease) in cash 34 65 (14) (40)

reconciliation of movements in shareholders’ funds

for the year ended 31 Decernber 2001

Net profit (loss) for the financial year

Dividends

Profit (loss) retained for year

Issues of ICI Ordinary Shares

CGoodwill movement

Acquisitions

Disposals

Orther recognised losses related to the year

Ner increase (reduction) in shareholders’ funds

Shareholders’ funds at beginning of year — equity

Shareholders” funds ar end of year - equity
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notes relating to the accounts

1. Basis of presentation of financial information
New UK Accounting Standards
During 2000, the ASB published the following Standards:

FRS No. 17 Retirement benefits

This Standard sets out revised requirements for the accounting and disclosure of an employer’s retirement benefit
obligations and related funding. Increasing levels of disclosure of amounts measured in accordance with the Standard,
is required over the years 2001 and 2002, with recognition in the primary statements for accounting periods ending
on or after 23 July 2003. The Group is following the transitional arrangements under which information on financial
assumptions to calculate the projected benefit obligations of Group schemes and details of scheme assets, expected
rates of return, liabilities and net (liabilities) assets are disclosed by way of note (note 38). In 2002 further analysis
covering amounts charged to trading profit, other finance income and the Statement of Group Total Recognised
Gains and Losses will be provided. Upon full adoption in 2003, comparative financial statement information will be
restated. Whilst the analysis has not been finalised at this stage, the 2001 profit and loss impact is not expected to be
materially different from the current costs under SSAP24,

FRS No. 18 Accounting Policies

This Standard sets out the principles to be followed in selecting accounting policies and the required disclosures
regarding their adoption and how they have been applied. The Standard has been adopted in the accounts for the
year ended 31 December 2001. The adoprion of this Standard did not have a material impact on the financial
statements.

FRS No. 19 Deferred Tax

This Standard requires full provision to be made for deferred tax assets and liabilities arising from timing differences
berween the recognition of gains and losses in the financial statements and their recognition in tax computations.
The Standard is requited to be implemented for periods ending on or after 23 January 2002. Upon adoption,
comparative financial statement information will be restated.

Had FRS No. 19 been implemented in 2001, the effective tax rate on profit before tax, goodwill amertisation and
exceptional items would have risen from 22.2 per cent. for 2001 (2000 24.0 per cent., 1999 2G.3 per cent.} to an
estimated 28.9 per cent. (2000 31.6 per cent., 1999 31.1 per cent.). This would have increased the tax charge on
ordinary items to an estimated £116m in 2001, (2000 £142m, 1999 £117m) and reduced earnings per share before
goodwill amortisation and exceptional items from 39.6p in 2001 (2000 44.0p, 1999 37.0p) to an estimated 35.9p
{2000 39.3p, 1999 34.5p}.

The new standard will have ne impact on cash flows.

No new Standards were published in 2001.

Continuing and Discontinued Operations and Classes of Business

For UK reporting purposes, the results in these accounts differentiate berween the Group’s continuing and discontinued
operations, As defined in FRS No. 3 — Reporting Fingncial Performance, discontinued operations are marerial, clearly separate
operations which have been sold or permanentdly terminated either during the financial year or during the subsequent period up
to the date of approval of the financial statements. All other operations are classified as continuing operations.

Discontinued operations, in these financial statements, comprise
Polyurethanes business
Tioxide business
Selected Petrechemicals businesses (Olefines and Aromarics}
Acrylics business
Fluoropolymers business
Chior-Chemicals, Klea and Crosfield businesses
Methanol business
50 per cent. equity shareholding in Phillips-Imperial Petroleum Ltd
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Where businesses have been reclassified as discontinued operations, comparative segmental data has been restated in all cases. Net
interest payable and tax on profic (loss) on ordinary activities have been allocated to discontinued operations o reflect the legal
entity incidence of these items within the businesses divested.

Non co-terminous year ends

Owing 10 local conditions and to avoid undue delay in the presentation of the Group financial statements, four subsidiaries made
up their financial statements to dates earlier than 31 December, but not earlier than 30 September; additjonally six subsidiaries
made up their financial statements prior 1o 30 September bur interim financial statements to 31 December were drawn up for
consolidation purposes.

Estimates

The preparation of the Consolidated financial statements in conformity with Generally Accepted Accounting Principles requires
management to make estimates and assumptions that affect reported amounts and relared disclosures. Actual results could differ
from those estimates.

2. Post halance sheet events

On 31 January 2002 the Group announced that it was in the advanced stages of preparation for a rights issue to raise
approximately £800 million, net of expenses, and thar it intended o divest Synetix. The rights issue is subject to shareholder
approval.

3. Directors’ and Officers’ remuneration and interests

The aggregate remuneration paid to or accrued for all Directors and Officers of the Company for services in all capacities during
the year ended 31 December 2001 was £4.8m (2000 £6.4m; 1999 £6.1m); Direcrors £3.2m (2000 £3.9m; 1999 £4.3m); Officers
£1.6m (2000 £2.5m; 1999 £1.8m}. The aggregate amount set aside or accrued to provide pension, retirement and similar benefits
for Directors and Officers of the Company during the year ended 31 December 2001 was £1.0m (2000 £0.8m; 1999 £0.6m);
Directors £0.7m (2000 £0.6mr 1999 £0.5m); Officers £0.3m (2000 £0.2m; 1999 £0.1m). At 3 February 2002 shares held by and
options granted to Directors and Officers to subscribe for £1 Ordinary Shares in the Company were as follows:

£1
Ordinary
Sharest Options grantedt
Options

outstanding Date
at 3 February Subscription latest
2002 prices option
Number Number £ expires
Directors 322,933 2,836,832  [285t0 £12.14  05.03.11
Ofhicers 27,287 1,042,013 £2.85w £12.14 05.03.11

t Inciudes ADRs disclosed in 1erms of £1 Ordinary Share equivalents/QOrdinary Share option equivalents.

No individual director or officer had interests in shares or options exceeding one per cent of the issued Ordinary Share capiral of
the Company.
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4. Exceptional items before tax

o m
Charged in arriving at trading profit (loss)®
Continuing operations
Rartionalisation of operations
National Starch, including severance costs of £25m (2000 £nil; 1999 £8m) and asset write-
downs of £9m (2000 £nil; 1999 £26m) (46) - {37}
Quest, including severance costs of £21m (2000 £nil; 1999 £9m), asset write-downs of £4m
(2000 £nil; 1999 £nil} and restructuring and redesign cost of £12m (2000 £nil; 1999 £nil) (45) - (14)
Performance Specialties, principally severance costs of £23m (2000 £nil; 1999 £nil) and asset
write-downs of £3m (2000 £nil; 1999 £nil) (28) - -
Paints, principally severance costs of £9m (2000 £nil; 1999 £11m) and asset write-downs of
£9m (2000 £nil; 1999 £11m); 1999 includes a release of £6m relating to 1998 (24} - (32)
(143) - (83)
Discontinued operations
Rationalisation of operations
Regional and Industrial, including severance costs of £nil (2000 £nil; 1999 £10m), site
clearance costs of £nil (2000 £nil; 1999 £5m) - - (15)
Credited {charged) after trading profit {loss)
Continuing gperations
Profits less losses on sale or closure of operations
Profits 16 17 174
Losses (27) (1) (3)
(11) 16 171
Fundamenral reorganisation costs - (14)uh (74)
Profits less losses on disposal of fixed assets 8 10 29
Share of associates exceptional operating items (9}t - -
Interest exceptional (see note 8) - 16 {54)
Amounts written off investments (22)0 - -
Discontinued operations
Profits less losses on sale or closure of operations
Profits 21 10 212
L.osses 3 (3g)w (15)
Provision for losses on future sale - (503} -
18 (531} 197
Profits less losses on disposal of fixed assets - 1 (9}
Exceptional items within profit (loss) en ordinary activities before taxation {159) (502) 162

{a} A detailed description of those cxceptional items charged/credited in arriving at trading profic (loss) is provided in note 23.

{b) Profits on sale or closure of continuing operations in 1999 were principally the profit on the sale of the Group’s Autocolor

automotive refinish business (£173m).

{¢) The losses on sale or closure of continuing operations in 2001 relare primarily to the loss en disposal of Eutech (£19m).

(d) Fundamental reorganisation costs relate to the reorganisation of the corporate centre during 1999 and 2000 as a consequence

of the changing business portfblio.

(¢} The share of associates exceptional operating items relates to the major restructuring of the Polyurethanes business of

Huntsman International Holdings, LLC.
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(f The write-down of investments related to shares of the Company held to hedge obligations granted prior to 1999 under the
employee share ownership plans. A provision has been made to write-down these shares to estimated net realisable value having
regard to the period over which the related options are exercisable.

() Profits on sale of discontinued operations in 1999 principally included the disposal of Polyurethanes, Tioxide and selected
Petrochemicals businesses (£100m), the Acrylics business (£43m) and the Fluoropolymers business and the Asahi-ICI
Fluoropolymer joint venture (£29m).

(h) Losses on the sale of discontinued operations in 2000 comprised the disposal of the Group’s Methanol business and the 50
per cent. interest in Phillips-Imperial Perroleum Lid.

(i) The provision for losses on future sale in 2000 relates to the disposal of the Chlor-Chemicals, Klea and Crosfield operations
completed in January 2001. The charge comprises £133m for fixed asser write-downs, a £41m goodwill write-off and £329m
as a provision for the anticipated loss.

Under UK GAAP, exceptional items are material items which derive from cvents or transactions that fall within the ordinary
activities of the Group and which individually or, if of a similar type, in aggregate, need to be disclosed by vire of their size or
incidence if the financial statements are 1o give a wue and fair view. Under US GAAP, exceptional items would be included in
operating income, unless they relate 1o discontinued operations.

5. Segment information

The Group is managed in five business segments, or classes, differentiated primarily by the nature of products manufactured in
each, together with a segment for discontinued operations. An explanation of the basis on which operations are classified as
discontinued is set out in note 1.

The major products of each business segment are as follows:

Business Products

National Starch adhesives, sealants, specialty synthetic polymers, speciaity food and industrial starches,
electronic and engineering marerials, specialty coatings and process lubricants

Quest flavours, food ingredients, fragrances, fragrance marerials

Performance Specialties oleochemicals {process intermediates), polymers, base stocks and additives for lubricants,

personal care, performance specialties for the manufacrure of agrochemicals and
coatings, oilfield chemicals, textile auxiliaries, spin finish, polymer additives, specialey
cleaning and catalyst and support services

Paints decorative paint, and coatings for food and beverage cans

Regional and Industrial polyester staple fibre, pure rerephthalic acid, soda ash, agrochemicals, pharmaceuricals,
rubber chemicals and tartaric acid

The accounting policies for each segment are the same as those appearing on pages 64 and 65. The Group's policy is to transfer
products internally at external marker prices. Corporate overheads are allocated to each business segment on a consistent basis
over the periods presented.
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5. Segment information {continued)

Classes of business

Profit before taxation,
goodwill amortisation

Profit before interest and
taxation after

Turnover and exceptional items exceptional items*
2001 2000 1999 2001 2000 1998 2001 2000 1999
fm £m fm £m fm £m £m f£m £m
Consinuing aperasions
International businesses
Natrional Starch 1,853 1,894 1,792 218 245 248 154 238 193
Quest 727 687 676 107 103 92 61 103 78
Performance Specialtics 832 837 864 68 75 74 39 76 70
Paints 2,233 2,152 2,180 176 177 159 136 164 284
5,645 5,570 5512 569 600 573 3% 581 625
Regional and Industrial 821 892 705 4 17 {39 - 13 {83}
Inter-class eliminations (41) (26) (24}
6,425 6,436 6,193 573 617 534 390 594 542
Sales o discontinued operations - (21) {14)
6,425 6.415 6,179 573 617 534 3%0 594 542
Discontinued operations
Tatal - 1,339 2333 - (3) 72 18 (535) 245
Sales to continuing operations - (6) (63)
- 1,333 2,270 - {5) 72 i8 (535} 245
Assgriares
Share of profits less losses 57 100 61 48 100 6]
Interest payable (67) {60) 29
Group net interese charge (162) {202) (262)
Amounts written off investmencs (22) - -
6,425 7.748 8,449 401 450 376 434 159 848
*Goodwill amortisation charged in arriving at the results
MNatonal Srarch 18 18 18
Quest 1 - -
Performance Specialties i 1 1
Paints 17 16 16
37 35 35

Inter-class turnover affected several businesses, 2000 Regional and Industrial to Discontinued operations £17m; 1999

Discontinued operations to Paints £35m.

Depreciation {(note 13)

Capital expenditure {note 13)

2001 2000 1999 2001 2000 1999
£fm £m fm £m £m im
Centinuing operations
International businesses
WNational Starch 78 64 79 83 96 111
Quiest 23 18 18 3 28 27
Performance Specialues 31 28 29 43 39 38
Paints 59 54 60 55 54 70
191 164 186 217 217 246
Regional and Induscrial 35 37 34 21 18 21
226 201 220 238 235 267
Discontinued operations - 167 935 - 54 143
226 368 315 238 289 410

74




PART 4AC - Audited Financial Statements

notes relating to the accounts

5. Segment Information (continued)

Geographical areas

The information opposite is re-analysed in the table below by geographic area. The figures for each geographic area
show the turnover and profit made by, and the net operating assets owned by, companies located in that area; export
sales and related profits are included in the arcas from which those sales were made.

Profit before taxation, Profit before interest and
goodwill amortisation taxation after exceptional
Turnover and exceptional items items
2001 2000 1999 2001 2000 1999 2001 2000 1999
£m £m £m £m £m £m £m £fm £m
Conrinuing operations
United Kingdem
Sales in the UK
External 932 994 856
Intra-Group 122 84 114
1,054 1,078 970
Sales overseas
External 348 338 353
Intra-Group 155 193 223
503 531 576
1.557 1,609 1,546 71 71 30 4 64 48
Continental Europe
External 1,165 1,087 1.187
Intra-Graup 368 323 318
1,533 1,410 1,505 142 120 147 82 120 142
LiSA
External 2,120 2,094 2.008
[ntra-Group 156 156 146
2,276 2.250 2.154 168 192 211 115 183 E78
Other Americas
External 671 678 619
Inra-Group 77 74 54
748 752 673 36 54 38 F2 51 36
Asia Pacific
External 1,136 1.171 1.095
Intra-Group 127 122 115
1,263 1,293 1.210 150 169 103 142 171 132
Orher countries
External 53 53 60
intra-Group - - -
53 53 G0 6 3 5 1) 5 4]
7,430 7.367 7.148 573 G617 534 390 594 542
Inter-arca climnations (1,005} (931) {935)
Sales to discontinued operaucns - 2n (14)
6.425 6415 6.179 573 617 534 390 594 542
Discontinued aperations - 1.333 2270 - {5} 72 18 {533%) 245%
Associates
Share of prohis less losses 57 100 61 48 100 6l
Interest payable (67) (60} 29
Group interest payable (§62} (202) {262)
Amounts writien off investments (22) - -
6,425 7,748 B.449 401 450 376 434 159 848
After amonisation of goodwill 37 35 33

Turnover by Discontinued operations is primarily in the following geographic areas:

2001 £nil; (2000 United Kingdom £1,113m, USA £92m and Continental Europe £52m; 1999 United Kingdom £1,131m, USA
£564m and Concinental Europe £406m).
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5. Segment information {continued)

Classes of business

Total assets less current

liabilities
T m .
Nert operating assets
Conzinuing operations
International businesses
National Starch 1,604 1,590 1,531
Quest 398 360 342
Performance Specialties 577 552 545
Paints 918 945 948
3.497 3,447 3,366
Regional and Industrial 365 475 518
3,862 3,922 3,884
Discontinued operations - 251 408
Total ner operaring assets 3,862 4,173 4,292
Net non-operating liabilities (1,164) {590} (219
2,698 3,583 4,073
Goodwill included above
T m 'E
Goodwill
National Starch 294 309 3N
Quest 22 - -
Performance Specialties 21 21 22
Paints 273 276 293
Regional and Industrial 3 3 -
613 609 626
Net non-operating liabilities
2001 2000 1999
notes £m £m fm
Net non-operarting liabilies
Non-operating assets
Fixed asset investments 15 374 327 292
Non-operating debrors 17 217 299 150
Investments and short-term deposits 18 159 415 394
Cash ar bank 34 301 255 270
1,051 1,296 1,106
Non-operating liabilities
Short-term borrowings 19 (418) (765} {(102)
Current instalments of loans 21 (1,250) (466) (647)
Non-operating creditors 20 (547) {655) (576)
{2,215} {1,886)  (1,329)
(1,164) (590) {219)
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5. Segment information (continued)

Geographic areas
grap Total assets less

Tangible fixed assets current liabilities
A - T - T - T
Tangible fixed assets/Net operating assets
Conrinuing operations
United Kingdom 312 300 301 933 983 958
Continental Europe 380 383 360 706 630 679
USA 815 801 758 1,197 1,312 1,121
Orher Americas 178 184 168 326 290 301
Asia Pacific 497 544 596 691 694 809
Other countries 4 8 9 9 13 16
2,186 2,220 2,192 3,862 3,922 3,884
Discontinued operations - 178 282 - 251 408
Total net operating assets 3,862 4,173 4,292
Nert non-operating liabilities (1,164) (590) (219)

2,186 2,398 2,474 2,698 3,583 4,073

Total assets less currene liabilities of Discontinued operations are primarily in the following geographic areas:

2001 £nil; (2000 United Kingdom £83m, Continental Europe £33m, USA £130m; 1999 United Kingdom £209m, Continental
Europe £46m, USA £133m).

Turnover by customer location

I

Continuing operations
United Kingdem 943 952 834
Continental Europe 1,325 1,291 1,372
USA 2,058 2,012 1,948
Other Americas 720 727 656
Asia Pacific 1,270 1,312 1,234
Other countries 109 121 135
6,425 6,415 6,179
Discontinued operations - 1,333 2,270

6,425 7,748 8,449

Turnover by customer locations for Discontinued operations is primarily in the following geographic areas:

2001 £nik (2000 United Kingdom £864m, Continental Furope £201m and USA £97m; 1999 United Kingdom £783m,
Continental Europe £578m and USA £557m).
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6. Trading profit {loss)

2001
Continuing Discontinued Total
operatu.}rrl: ('.!peratu:éun‘sl m
Trading profit (loss) before exceptional items
Turnover 6,425 - 6,425
Operating costs
Cost of sales {4,336) - {4,336)
Distribution costs (598) - (598)
Research and development {153) - (153)
Administration and other expenses (848) - (848)
(5,935) - (5.935)
Other operating income
Royalties 4 - 4
Other income 42 - 42
46 - 46
Trading profit (Joss) 536 - 536
Total charge for depreciation and amortisation of goodwill included above (246} - (246)
Gross profit, 2s defined by Companies Act 1985 2,089 - 2,089
Trading profit {loss) after exceptiona! items
Turmnover 6,425 - 6,425
Operating costs
Cost of sales (4,352) - (4,352}
[istribution costs (607) - (607)
Research and development (158) - (158)
Administration and other expenses {961) - (961)
{6,078) - {6,078)
Other operating income
Royalties 4 - 4
Other income 42 - 42
46 - 46
Trading profit (loss) 393 - 393
Toral charge for depreciation and amortisation of goodwill included above (263) - (263)
Gross profit, as defined by Companies Act 1985 2,073 - 2,073
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2000 1999
Continuing  Discontinued Total Continuing  Discontinued Total
operati%rr: operati%r: em operatic::rrlé operatic;rr'ﬁ em
6,415 1,333 7,748 6,179 2,270 8,449
{4,260) {1,074) {5,334} (4,134) {1,756) (5.890)
(565) (118) (683) (483) (217) (700)
(160) (16) (176) (144) (37) (181)
(891) (142) (1,033} (949) (200) {1,149)
(5,876} {1,350 (7,226) (5,710} (2,210) (7,920)
4 I 5 3 1 4
39 11 50 27 11 3g
43 12 55 30 12 42
582 (5) 577 499 72 571
(234) (34) (268) (224) (93) (319
2,155 259 2,414 2,045 514 2,559
6,415 1,333 7.748 6,179 2,270 8,449
(4,260) (1,074) (5,334} (4,162) (1,756) (5,918)
{565) {118) {683) (503) (217) (720)
(160) {16} (176) (146) (37) (183)
(891) {142) (1,033) (982) (215) (1.197)
(5.876) (1,350} (7.226) (5,793) (2,225} (8,018)
4 1 5
39 11 50
43 12 55
582 {3 577
(234) (34) (268)

2,155 259 2,414
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7. Share of operating profits less losses of associates

2001
Continuing Discontinued Total
opel:etlfgl:z operations
el
£m £m £fm
Share of operating profits less losses before interest and rtax
Dividend and other income - - -
Share of operating profits less losses before exceptional iterns 57 - 57
57 - 57
8. Net interest payable
Interest payable and similar charges
Group
Loan interest
Bank loans 28 - 28
Other loans 173 - 173
201 - 201
Interest on short-term borrowings
Bank borrowings 25 - 25
Other borrowings 52 - 52
77 - 77
278 - 278
Amortisation of discounted pravisions 10 - 10
Associates 67 - 67
Interest receivable and similar incorme
Group (126) - (126)
Net interest payable befare exceptional items 229 - 229
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2000 1999
Continuing Discontinued Total Continuing Discontinued Total
operations operations operations operations
efore hefore
exceptional exceptional
items items
£m £m £m £m £m £m
1 5 6 6 3 9
90 4 94 48 4 52
91 100 54 7 61
42 1 43 25 1 26
74 - 74 95 - 95
116 1 117 120 1 121
27 - 27 35 - 35
150 - 150 205 - 205
177 - 177 240 - 240
293 l 294 360 [ 361
6 - 6 3 - 3
60 - 60 29 — 29
(98) - (98) (102) - {102)
261 1 262* 2901 1 2911

" In 2000 there was exceptional interest income of £16m relating 1o interest Teceived on tax repayments. The total interest charge, including

excepuonal 1tems, was £246m,

* In 1999 there was an exceptional interest charge of £54m relating to the costs associated with unwinding long-term swaps, put in place ar the

Speciality Chemicals acquisition to protect the Group against the upward movement of interest rates. These hedges were no longer required as the
underlying borrowings have been repaid from the proceeds of the disposal programme. The total interest charge, including exceptional items,

was £345m.
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9. Taxation on profit (loss) on ordinary activities

Continuing operations Discontinued Total
operations
Before Exceptional
exceptional items
items
fm £m fm £m
2001
ICI and subsidiary undertakings
United Kingdom taxation
Corporation tax 34 (15) (16) 3
Double taxation relief (13) - - (13}
Deferred taxadion 43 9 20 70
62 (6 4 60
Qverseas taxation
Overseas taxes 56 (22) 4 38
Deferred raxation (22) (8) (2) (32)
34 (30) 2 [
Associates (7) {3) - (10
Taxation on profit (loss) on ordinary activities 89 (39} 6 56
2000
ICI and subsidiary undertakings
United Kingdom taxation
Corperation tax 24 {8} (28) (12)
Double taxation relief {4) - - (4)
Deferred raxation - 10 6 16
20 2 (22) -
Overseas taxation
Overseas 1axes 82 {5} 23 100
Deferred taxation (4) 9 (2 3
78 4 21 103
Associates 14 - - 14
Taxation on profit (loss) on ordinary activities P12 6 (1 17
1999
ICI and subsidiary undertakings
United Kingdom taxation
Corporation tax (47 54 (56) (49)
[Double taxation relief (1) - - (1)
Deferred taxation 52 {25) 5 32
4 29 (51) (18
(verseas taxation
Overseas taxes 76 7 182 265
Deferred taxation (18) 5 (10)
58 10 187 255
Associates 7 - - 7
Taxation on profit {loss) on ordinary activities 6% 39 136 244

UK and overseas taxation has been provided on the profits (losses} earned for the periods covered by the Group accounts.

corporation tax has been provided at the rate of 30 per cent. (2000 30 per cent.; 1999 30.25 per cent.).

UK

The exceprional tax charges {(credits), in 2001, 2000 and 1999 were in respect of disposal and restructuring programmes, as

discussed in note 4.
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9, Taxation on profit {loss) on ordinary activities (continued)

o we

Profit (loss) on ordinary activities befote taxation is analysed as follows:

United Kingdom 73 (355) 36

Overseas 151 228 435

Associates (19) 40 32
205 (87) 503

The table below reconciles the tax charge (credit) ar the UK corporation tax rate to the Group’s tax on profit (loss) on ordinary

acrivities,

Taxation charge (credit) at UK corporation tax rate (2001 30 per cent.; 2000 30 per cent.; 1999

30.25 per cent.) 62 (26) 152
Movement on (credit) provisions (32) 50 49
Local taxes 9 (3) 5
Capital (gains) losses not taxable/deductible - 26 {11)
Taxable Intra-Group dividend income 21 20 31
Depreciation — tax versus book 4} 35 9
Overseas tax rates (3) 11 {2)
Current year tax losses not relieved 22 16 32
Prior year tax losses urilised (9 8) {21)
Goodwill amortisation 9 19 18
Other {19) {23) {18)
Taxation on profit {loss} on ordinary activities 56 117 244

To the extent thar dividends remitted from overseas subsidiaries and associates are expected to result in additional taxes,
appropriate amounts have been provided. No taxes have been provided for unremicred earnings of subsidiaries and associates when
such amounts are considered permanently re-invested. Cumulative unremitted earnings of overseas subsidiaries and associates
toralled approximarely £887m at 31 December 2001 (2000 £828m; 1999 £1,164m); the remiceance of these amounts would incur
tax at substantially lower than statutory rates after giving effect to foreign rax credies.

Deferred taxation

The amounts of deferred taxation accounted for at the balance sheer date and the porential amounts of deferred taxation are

disclosed below,

Group Company
- A -
Accounted for at balance sheet date (notes 17 and 22)
Timing differences on UK capital allowances and depreciation 57 60 29 7 9 2
Miscellaneous timing differences (47) {92) (80) 46 - (14)
10 (32) (51) 53 9 (12)
Not accounted for at balance sheet date
Timing differences on UK capital allowances and depreciation - - - - - -
Miscellaneous timing differences 81 33 42 - (47 -
81 33 42 - (47) -
Full potential deferred taxation 91 | ) 53 (38} (12)
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9. Taxation on profit (loss) on ordinary activities (continued)

Deferred taxation
Deferred raxation accounted for in the Group financial statements and the potential amounts of deferred taxation were:

2001 2000
£m £m
Deferred tax liabilivies
UK fixed assets 57 60
Non-UK fixed assets 155 181
Others 303 304
515 545
Deferred tax (assets)
Restructuring provisions (36) (36}
Pensions (65) 735)
Employee liabilities 75) {62)
Business provisions (44) (33)
Inter-company inventory transfers - (2)
Stock valuation (7} (5}
Provisions on disposal of businesses (84) {157}
Losses (12) (15)
Intangibles (22} (22)
Other 79 {137}
(424)  (544)
Full potential deferred tax liability/(asset) 91 I
Not accounted for at the balance sheer date (81) {33)
Deferred 1ax accounted for at the balance sheet dare 10 (32)
Analysed as:
Current 74 (6)
Non-current {64} (26)
10 (32}

Under UK GAAP, deferred waxes are accounted for 1o the exvent that it is considered probable tha a liability or asser will crystallise in the
foresceable future. Under US GAAP, in accordance with SFAS No.109, deferred raxes are accounted for on all timing differences, including,
those arising from US GAAP adjustments, and a valuarion allowance is established in respect of those deferred tax assets where it is more likely
than not that sorme portion will not be realised. The deferred tax adjustments to net income and net equity to conform with US GAAP are
disclosed in note 43.

10. Dividends

2001 2000 1999 2001 2000 1999

Pence per £1 Ordinary Share £m fm £m

First interim, paid 4 October 2001 6.25 12.5 12,5 45 90 91
Second interim, payable on 23 April 2002 9.75 19.5 19.5 71 142 142

16.00 32.0 320 116 232 233

No withholding rax is deducted from payments to UK residents, However, the shareholder, when receiving a dividend, receives an imputed 1ax credit
against his personal rax liability. With effect from 6 April 1999 significant changes were made to the mechanisms for taxing UK resident individuals
on dividends from UK companies. The Company is no longer required to pay Advance Corporation Tax to effectively compensate the UK tax
authorities for impuring a tax credit to shareholders. The level of tax credit has been reduced to one-ninth of the amount of the dividend. This credir
satisfies the tax liabiiity of sharcholders who are not subject to rax at rates higher than the basic rate. To the extent that shareholders’ income exceeds
the basic rate limit a furcher liability equivalent to 25 per cent. of the dividend received will be due. The first interim dividend for 1998 was paid as a
Foreign Income Dividend with no attaching tax credir although a UK individual shareholder had no kiability ro tax on the dividend ar the basic rate of
income tax. The second interim dividend for 1998 and all subsequent dividends were paid under the regime described above.

Impkemix Trustees Limited, 2 wholly owned subsidiary which acts as a trustee for Imperial Chemical Industries PLC Employee Benefit Trust (the
Trust} has waived the right to receive dividends on shares held by the Trust in its own name. Dividends on shares allocated 10 beneficiaries and
shares held in the form of American Depositary Shares (ADSs} are distributed, respectively, to beneficiaries and ADS holders.
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11. Earnings (loss) per £1 Ordinary Share

Continuing Discontinued Total
operatlcérrlri operatrofr']: ¢m
2001
Net profit (loss) for the financial year before exceptional irems 249 - 249
Exceptional items after cax and minorities (140) 12 (128)
Net profit (loss) for the financial year 109 12 121
million million million
Weighted average Ordinary Shares in issue during year 728 728 728
Weighted average shares held by Group’s employee share ownership plan (6) (6) {6)
Basic weighted average Ordinary Shares in issue during year 722 722 722
Dilutive effect of share options - - -
Diluted weighted average Ordinary Shares 722 722 722
pence pence pence
Basic earnings (loss} per £1 Ordinary Share
before exceptional items 34.5 - 34.5
after exceptional items 15.1 1.7 16.8
Diluted earnings (loss) per £1 Ordinary Share
before exceprional ttems 34.5 - 34.5
after exceptional items 15.1 1.7 16.8
2000 £m £m £m
Net profit (loss) for the financial year before exceptional items 276 7 283
Exceptional items after tax and minorities 22 (533) (511}
Net profic (loss) for the financial year 298 (526) (228)
million million million
Weighted average Ordinary Shares in issue during year 728 728 728
Weighted average shares held by Group's employee share ownership plan {6) (6) (6)
Basic weighted average Ordinary Shares in issue during year 722 722 722
Dilutive effect of share options - - -
Diluted weighted average Ordinary Shares 722 722 722
pence pence pence
Basic earnings (loss) per £1 Ordinary Share
before exceprional items 38.2 1.0 39.2
after exceptional items 41.2 (72.8) (31.6)
Diluted earnings (loss) per £1 Ordinary Share
before exceptional items 38.2 1.0 39.2
after exceptional items 41,2 (72.8) (31.6)
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11. Earnings {loss) per £1 Ordinary Share (continued)

Continuing Discontinued Total
operatic::r: operati%r': fm
1999
Net profit (loss) for the financial year before exceptional items 184 48 232
Exceptional items after tax and minorities 47) 67 20
Net profit {loss) for the financial year 137 115 252
million million million
Weighted average Ordinary Shares in issue during year 728 728 728
Weighted average shares held by Group’s employee share ownership plan (7) (7) (7)
Basic weighted average Ordinary Shares in issue during year 721 721 721
Dilutive effect of share options 2 2 2
Diluted weighted average Ordinary Shares 723 723 723
pence pence pence
Basic earnings {loss) per £1 Ordinary Share
before exceptional items 25.5 6.7 32.2
after exceptional items 19.0 16.0 35.0
Diluted earnings (loss) per £1 Ordinary Share
before exceptional items 25.4 6.7 32.1
after exceptional items 18.9 16.0 34.9

There are no options, warrants or rights outstanding in respect of unissued shares except for the share option scheme for employees
(notwe 24).

Earnings per £1 Ordinary Share before exceprional items have been calculated o show the impact of exceptional tems as these
can have a distorting effect on earnings and therefore warrant separate consideration.

12. Intangible fixed assets - goodwill

£m
Group
Cost
At beginning of year 702
Acquisitions 43
Lisposals -
Exchange adjustments (2)
At end of year 743
Amortisation
At beginning of year 93
Charge for year 37
At end of year 130
Net book value at end 2001 613
Net book value at end 2000 609

Substantially all of the Group’s goodwill arose on the purchase of Acheson Industries Inc. and of the European Home
Improvement business of Williams Plc in 1998. The Directors estimate that the useful economic life of this goodwill is at least 20
years and it is amortised over 20 years in accordance with FRS 10,
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13. Tangible fixed assets

Land and Plant and Payments Total
buildings equipment on account
and assets
in course of
<onstruction
fm im fm fm
Group
Cost
At beginning of year 992 3,360 224 4,576
New subsidiary undertakings 1 10 - 11
Capiral expenditure - - 238 238
Transfers of assets into use 47 207 (254) -~
Exchange adjustments 7 2 {0 4
Disposals and other movements (108 {1,134) {(37) (1,279}
At end of year 939 2,441 170 3,550
Depreciation
At beginning of year 248 1,930 2,178
Charge for year 32 194 226
Exchange adjustments 1 (1) -
Disposals and other movements (69) (971) (1,040)
At end of year 212 1,152 1,364
Net book value at end 2001 727 1,289 170 2,186
Ner book value ar end 2000 744 1,430 224 2,398

The Group depreciation charge of £226m, shown above, comprises £209m charged in arriving at trading profic and £17m charged
to exceptional iterns relating to the restructuring, programmes (see note 23).

Capital expenditure in the year includes capitalised finance leases of £1m; creditors for capital work done bur not paid for
increased by £2m; the resulting cash expenditure on tangible fixed assers was £235m.

The net baok value of the tangible fixed assets of the Group includes capitalised finance leases of £4m (2000 £7m) comprising
cost of £6m (2000 £13m} less depreciation of £2m (2000 £6m). The depreciation charge for the year in respect of capitalised
leases was £1m (2000 £2m} and finance charges were £nil (2000 £1m).

Included in land and buildings 1s £146m (2000 £165m) in tespect of the cost of land which is not subject to depreciation.
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13. Tangible fixed assets (continued)

Land and Plant and Payments Total
buildings equipment on account
and assets
in course of
construction
£m fm fm fm
Company
Cost
At beginning of year 21 146 12 179
Capital expenditure 23 23
Transfers of assets into use 18 (18} -
Transfers {to)/from subsidiary undertakings 1 1
Disposals and other movements (0 2 {3)
At end of year 20 163 17 200
Depreciation
At beginning of year 12 109 121
Charge for year 12 12
Disposals and other movements (2) (2)
At end of year 12 119 131
Net book value at end 2001 8 44 17 69
Net book value at end 2000 9 37 12 58
Group Company
2001 2000 2001 2000
£m £m £m fm
The ret book value of land and buildings comprises:
Freeholds 694 705 8 9
Long leases {over 50 years unexpired) 26 29 - -
Short leases 7 16 - -
727 744 8 9
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14. investments in subsidiary undertakings

Shares Loans Total
£m £m £m
Cost
At beginning of year 8,218 2,331 10,549
New investments/new loans 187 97 284
Disposals/loans repaid (530 (787) (1,317)
Exchange adjustments (1) 13 12
At end of year 7,874 1,634 9,528
Provisions
At beginning of year (453) ) (454)
Exchange adjustments {2 - (2)
Disposals/loans repaid - - -
At end of year (455) (1) (456)
Balance sheet value at end 2001 7,419 1,653 9,072
Balance sheet value at end 2000 7,765 2,330 10,095
2001 2000
£fm £m
Shares in subsidiary undertakings which are listed investments
Balance sheet value 4
Marker value 19 27

The Company’s investrent in its subsidiary undertakings consists of either equity or long-term loans, or both. Normal trading
balances are included in either debtors or creditors. Information on principal subsidiary undersakings is given on page 133.
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15. Investments in participating and other interests

Associates Other investments Total
Equity Non equity Loans Own* Other Loans
accosl..'l_.r'latl%c: accosl.'a;tl_e;!c: shares shares
£m £m fm £fm £m fm £m
Group
Cost
At beginning of year 48 1 190 54 106 - 399
Additions 8 - 33 - 2 61 104
Disposals and repayments (15) - (17} (1) v2) - (125)
Reclassifications (5} - - (1) (1} - (7)
Exchange adjustments (1) - 4 - 2 - 5
At end of year 35 1 210 52 17 01 376
Share of post-acquisition reserves less losses
At beginning of year 14 14
Retained profits less losses 8 8
Disposals and repayments - -
Exchange adjustments - -
At end of year 22 22
Provisions
At beginning of year - {1 - - {85) - (86)
Addittons - - - (22) - - (22)
Disposals - - - - 85 - 85
Exchange adjustments - - - - (1) - {1)
At end of year - (1 - (22) m - (24)
Balance sheet value at end 2001 57 - 210 30 16 61 374
Balance sheet value at end 2000 G2 - 190 54 21 - 327
The above investments included:
2001
Listed investments — batance sheet value 30 - 30
— marker value 23 - 23
2000
Listed investments — balance sheet value 54 6 60
— market value 34 6 40

* “Own shares” relate to 6.1m (2000 6.2m) shares of the Company held by Imperial Chemical Industries PLC Employee Benefits Trust which
are under option to, or condirionally gifted to, employees under the arrangements described in note 24. A provision has been made to wrize-
down these shares to estimated net realisable value having regard to the period over which the oprions are exercisable,

The fair values of unlisted investments are not matetially differenc from their carrying values.

The Group's principal associares are as follows:

Issued share and loan  Held Principal activities
capital at date of latest by ICl
available audited accounts

Class of capital £fm %
IC Insurance Lid Ordinary 20 49t Insurance and reinsurance underwriting
England
Huntsman International Holdings LLC Membership Manufacture of specialty and commeodity chemicals:
USA units (voting) 2,126 301  polyurethane chemicals, propylene oxide,

petrochemicals and ritanium dioxide

tHeld by subsidiaries

The country of registration or incorporation is stated below each company, The principal operations of IC Insurance Lid are carried out in the
UK and those of Huntsman International Holdings I.LC in the USA and Europe.
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15. Investments in participating and other interests (continued)

Shareholding rights and restrictions

Huntsman International Heldings LLC

Under the terms of an option agreement dated 2 November 2000, ICI Alra Inc., the subsidiary of the Company which
holds the equity interest in Huntsman International Holdings LLC (“HIH") had the right wo require Huntsman
Specialty Chemicals Corporation (“HSCC”) to acquire its 30 per cent. equity interest in HIH for a basic purchase
price of $365m (together with interest from November 2000 until completion). ICI served notice of exercise of that
right on 30 October 2001. By an agreement entered into as of 20 December 2001, certain terms of that option
agreement relating to the completion of the option and the price payable by HSCC were then amended. Subject to the
satisfaction of certain conditions (principally regulatory), HSCC will acquire the 30 per cent. equity interest for a basic
purchase price of $365m (together with an amount equivalent to interest from December 2001 until compledion),
payable in the third quarter of 2003. An additional amount of $32.7m will be payable by HSCC unless it exercises its
right to complete the purchase prior to the date completion is otherwise due to take place in the third quarter of 2003.
The amount payable may separately be reduced by up to $20m if HSCC makes advance payments.

During the petiod prior to when the completion of the transfer of 1CI's 30 per cent.equity interest has taken place,
there are constraints on members of HIH transferring any interest in HIH to third parties without the consent of
other members.

In general, HIH is required to make certain distributions in respect of taxes payable by its members (“rax
distributions™), and may make other distributions upon approval of a majority of its board of directors, subject 10
two restrictions. First, under Delaware law, HIH may not make a distribution to its members if, after such
distribution, HIH's liabilities would exceed the fair value of its assets. Second, with certain exceptions (including for
tax distributions), the terms of HIH's outstanding indebtedness (which mature in 2009) generally prohibit HIH from
making any distributions or payments on or with respect to HIH’s equity while such indebredness is outstanding.
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15. Investments in participating and other interests (continued)

Loans Other Total
im o B tm
Company
Cost
At the beginning of year 5 93 98
Additions 55 - 55
Disposals (3) (92) {95)
Exchange adjustments - 1 1
At end of year 57 2 59
Provisions
At the beginning of year - (86) (86)
Additions - - -
Disposals - 85 85
Exchange adjustments - - -
At end of year - (1 {1)
Balance sheet value at end 2001 57 1 58
Balance sheet value at end 2000 5 7 12
The above investments included:
2001
Listed investments — balance sheet value - -
— market value - -
2000
Listed investments — balance sheet value 6 6
— market value 6 [3
16. Stocks
Group Company
2001 2000 2001 2000
£m fm £m £fm
Raw materials and consumables 261 287 6 6
Stocks in process 28 42 i 1
Finished goods and goods for resale 464 514 22 20
753 843 29 27
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17. Debtors
Grove debiors aiuded in Company
Groug
2001 2000 2001 2000 2001 2000
fm £m £fm £m £m fm
Amounts due within one year
Ttade debtors 985 1,229 14 13
Less: amounts set aside for doubtful accounts (67) (60} - -
918 1,169 14 13
Amounts owed by subsidiary undertakings 3,607 2,996
Amounts owed by associates - 5 - ~
Prepaid pension costs 15 12 - -
Deferred tax asset - 6 - 6 - -
Taxation recoverable 108 121 108 121 - -
Other prepayments and accrued income 145 161 72 71 46 68
Other debrors 175 232 35 48 6 13
1,361 1,766 215 246 3,673 3,090
Amounts due after more than one year
Deferred tax asset - 26 - 26 - -
Prepaid pension costs 495 475 - - 312 305
Other debtors 57 37 2 27 - -
552 538 2 53 312 305
1,913 2,244 217 299 3,985 3,395

Trade debtors include amounts which have been securitised with a financial insticution. An amount of £97m is included within
the current instalment of loans as the Group retains the risks in relation to this amount. Accordingly the financial instirution has
rights over amounts included within trade debtors of £200m at 31 December 2001 {up 10 a maximum of its loan}.

Under US GAAP, the amounts due after more than one year would be shown as non-current.
Y

18. Current asset investments and short-term deposits

Group Company

2001 2000 2001 2000

fm fm £m £m
Listed investments - 35 - -
Unlisted investments and short-term depaosits 159 380 - -
159 415 - -
Included in cash and cash equivalents 135 317 - -
Marker vzlue of listed investments - 35 - -

Included in unlisted investments and short-term deposits and cash are amounts totalling £104m (2000 £224m) held
by the Group’s insurance subsidiaries. In 2001 £38m (2000 £24m) was readily available for the general purposes of
the Group.

The management of current asset investments is discussed in note 39,
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19. Short-term borrowings

Average interest

Group Company rate — Group*
2001 2000 2001 2000 2001 2000
fm fm £m £m % Y%
Bank borrowings
Secured
by fixed charge - 1 = -
by floating charge 13 13 - -
Unsecured 54 32 — _
67 G6 - - 5.7 7.5
Other borrowings (unsecured) 351 699 - - 3.5 6.9
418 765 - -
878 936 - -

Maximur: short-term borrowings outstanding during year

* Based on borrowings outstanding at 31 December.

Various short-term lines of credit, both commirted and uncommitted, are available to the Group and are reviewed regularly. There
are no facility fees payable on uncommitted lines nor is there a requirement for an equivalent deposit to be maintained with any

of the banks,

20. Other creditors

Non-operating

e,
Group Group Company
Tm G W R YR W
Amounts &ue within one year
Trade creditors 804 917 53 56
Amounts owed to subsidiary undertakings 8,096 7,678
Amounts owed to associates - 7 - -
Corporate taxation 327 374 327 374 189 166
Value added and payroll taxes and social security 17 42 - -
Dividends to Ordinary Shareholders 71 142 7! 142 71 142
Environmental liabilities 3 4 - - - -
Accruals 365 444 129 125 19 44
Ocher creditors® 346 347 20 14 30 33
1,933 2,277 547 655 8,458 8,119
Amounts due after more than one year
Corporate taxation 2 2 - -
Amounts owed ro subsidiary undertakings 879 1,331
Environmental liabilities 5 6 4 4
Pension liabilities 11 12 - -
Orher creditors” 31 43 1 2
49 63 884 1,337

* Includes obligations under finance leases {note 36).

Under US GAAP, provisions for liabilities and charges (note 22) would be shown under other creditors — amounts due after

more than one year.
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21. Loans
Group Company
Repayment 2001 2000 2001 2000
dates fm £m £m fm
Secured Joans
US Dollars 2002 106 4 - -
Orther currencies 2002/2006 103 100 - -
Total secured 209 104 - -
Secured by fixed charge - bank loans 77 73 - -
~ other 28 10 - -
Secured by floating charge ~ bank loans 104 21 - -
Unsecured loans
Sterling
9%9% and 10% Bonds 2003/2005 200 200 200 200
7.625% Bonds 2007 298 297
6.375% to 6.52% medium-term notes 2003 130 5 130 5
3.649% 1o 5.054% short-term notes 2002 400 200
Variable rate medium-term notes 2003 16 6 16 6
Others 2002/2003 27 39 10 15
1,071 747 356 226
US dollars
87 % Debentures 2006 173 168
8.9% medium-term notes 2002 10 10
8%9% Notes 2001 - 168
7% % Notes 2002 138 134
6% % Notes 2002 173 168
6'%0% Notes 2004 518 504
7% Notes 2007 173 168
6%% Bonds 2002 345 335
Variablc rate medium-term nores 200372010 49 73 49 73
Others 2002/2008 67 92
1,646 1,820 49 73
Other currencies 2002/2005 37 32 15 6
Total unsecured 2,754 2,599 420 305
Total ioans - before financial derivatives (see rable on page 96} 2,963 2,703 420 305
Financial derivatives (8) {6) 1 1
Toual loans — after financial derivatives (sec table on page 96) 2,955 2,697 421 306

The secured debt referred to in this note and the secured short-term borrowings referred to in note 19 were secured by propeny,
plant and other assets with a net book value at 31 December 2001 of £185m.

An analysis reflecting the effects of financial instruments on the Group's financial liabilities ar 31 December 2001 is set out in
note 39.
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21. Loans (continued)

Effects of financial derivatives
The following analysis reflects the effects of financial detivatives on the Group's borrowings ar 31 December 2001.

finBaerIgi;el fina?'lfctigg
derivatives derivatives
£m £m
Sterling 1,071 614
US dollar 1,752 1,899
Euro and Euro related currencies 10 127
Japanese yen 24 162
Others 106 153
2,963 2,955
Fixed rate loans 2,772 1,216
Floating rate loans 191 1,739
2,963 2,955
Group Company
2001 2000 2001 2000
fm fm fm fm
Loan maturities
Bank loans
Loans or instalments thereof are repayable:
After 5 years from balance sheer dace 12 20 - -
From 2 1o 5 years 126 242 100 -
From | to 2 years i38 74 100 -
T'otal due after more than one year 276 336 200 -
Total due within one year 176 56 - -
452 392 200 -
Other loans
Loans or instalments thereof are repayable:
After § years from balance sheet date 503 664 35 34
From 2 to 5 years 734 562 5 230
From 1 to 2 years 192 669 186 5
Total due after more than one year 1,429 1,895 220 279
Total due within ene year 1,074 410 1 27
2,503 2,305 22} 306
Total loans
Loans or instalments thereof are repayable:
Afer 5 vears from balance sheer dare 515 634 35 34
From 4 1o 5 years 187 114 - 106
From 3 to 4 years 120 535 105 -
From 2 ta 3 years 553 155 - 124
From 1 to 2 years 330 743 280 15
Taotal due afrer more than one year 1,705 2,231 420 279
Total due within one year 1,250 466 1 27
Total loans 2,955 2,697 421 306
Aggregate amount of loans any instalment of which falls due after 5 years 569 783 35 34

Within the total Joans due within one year of £1,250m, £74m represents loans marturing in overseas operations primarily in Pakistan and
India.
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22. Provisions for liabilities and charges

Deferred Unfunded Employee Environmental Disposal Restructuring Other Total
taxation nsions  Benefits provisions provisions provisions provisions
note 38) (note 23) (note 23}
£m £m fm fm £m £m £m £m
Group
At the beginning of 2001 - 205 225 31 766 119 100 1,446
Profit and loss account 38 13 12 - 3 126 (4) 188
Increase due to efffuxion of time 10 10
Net amounts paid or becoming
payable - (19 (19 2) (282) (79} (9 {410)
Movements due 1o acquisitions
and disposals - (14) (1 {5) - (17) (6) (43)
Exchange and other movements (28) (6) 16 19 4 9 an {15)
At end of 2001 10 179 233 43 501 140 70 1,176
Company
At the beginning of 2001 9 - - - 205 25 15 254
Profit and loss account 44 - - - 13 - 13 70
Net amounts paid or becoming
payzble - - - - (52} (14) (23} {89)
Movements due to acquisitions
and disposals - - - - - - - _
Exchange and other movements - - - - (51) -~ 9 (42)
At end of 2001 53 - - - 115 11 14 193

Under US GAAP, provisions for liabilities and charges would be shown under other credirors (note 20).
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23. Disposal and restructuring provisions

Disposal provisions Restructuring provisions
2001 2000 1999 2001 2000 1999
fm im £m fm £rm £m
At beginning of year 766 605 421 127 237 191
Exceptional items before tax
Rationalisation of operations (note 4) - - - 143 - 98
Fundamental reorganisation costs (note 4) - - - - 14 74
Profit and loss account 3 489 515 - - -
Asser write-offs - (133) 27 (17) - (31)
Amounts paid (282) (200 (302 79 (12 (93)
Movements due to acquisitions and disposals - - - (21} - -
Exchange and other adjustments 14 5 (2) {9 (12) (2)
At end of year 501 766 605 144 127 237
Reported as
Provisions 501 766 600 140 119 215
Creditors - - 5 4 8 22
501 766 605 144 127 237
Comptising
Severance costs 51 141 132 82 67 116
Other 450 625 473 62 60 121

501 766 605 144 327 237

Disposal provisions

ICI commenced reshaping its portfolio of businesses in 1997 consistent with plans to focus its resources on Paints and Specialty
Products. In pursuit of this strategy, the Group announced thar it intended to divest most of its Industrial Chemicals businesses.

Prior to 1999
Major disposal prior to 1999, where provisions remain, included the sale of:

(i) the Polyester polymer and intermediates business excluding operations in Pakistan in 1997;
(ii) the Explosives operations in Canada, Latin America and Europe and the explosives distribution business in the USA in 1998;
{11} the Polyester film business in 1998.

Osher significant disposals prior to 1999, where provisions remain, include the Forest Products business based in Canada, the UK
based Fertiliser business, the Teesside Utilities and Services business and the Methylamines and derivatives businesses.

Disposal provisions of £601m were made for these disposals in 1997 and 1998. During 2001, revisions were made to the estimared
costs of these disposals resulting in £14m being released as an exceptional profit.

At 31 December 2001 provisions remaining to be spent were £114m, including termination costs (£21m), where some 80 jobs
are still to be terminated, environmental and the site dearance costs (£30m) and long-term residual costs (£36m). With the
exception of the environmental, site clearance and long-term residual costs, the majority of the provisions are expected 1o be
utilised by the end of 2003.
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23. Disposal and restructuring provisions {(continued)

1999
In the period from 1 January 1999 ro 31 December 1999, the Group dispased of the following majer businesses:
(i} Polyurethanes, Tioxide and selected Petrochemicals businesses

In June 1999 the Group sold its Polyurethanes, Tioxide and selected Petrochemicals businesses (aromatics, hydrogen and North
Tees Logistics businesses, together wich the Qlefines supply business) to Huntsman International Holdings L1.C, Total provisions
charged were £312m mainly in respect of termination costs (£38m) for 360 employees, pension costs relating to employees
transferring to the purchaser (£35m), transaction costs (£42m), separation costs (£23m), IT related costs (£26m), site clearance
costs (£13m), asset write-downs {£13m) and long-term residual costs {(£91m}. At 31 December 2001, £122m remained to be
spent relating to the cost of long-term employee benefits (£13m), site clearance costs (£9m), transaction and related legal costs
{(£5m}, IT related costs (£5m) and long-term residual costs (£82m). With the exception of the long-term residual costs and long-
term employee benefits, the provisions are expected to be substantially utilised by the end of 2003.

(i} Automotive Refinish business

The Group sold its Automotive Refinish business outside the Indian sub-continent ro PPG Industries. The sale of the business in
Europe and the Americas was completed in July 1999 and the sale of the Asian business outside the Indian sub-continent was
completed in December 1999. Total provisions charged were £90m including termination costs (£6m) for 220 employees, pension
costs relating to employees transferring to the purchaser (£21m), transaction costs (£13m), asset write-downs (£12m), separation
costs (£6m) and IT related costs {£5m). During 2001, revisions were made to the estimated costs of this disposal resulting in £2m
being released as an exceptional profit. At 31 December 2001, £17m remained to be spent including IT related costs (£4m),
separation costs (£3m}, environmental costs (£3m), and long-rerm residual costs (£5m). With the exception of long-term residual
costs, the majority of the provisions are expected to be subsrantially utilised by the end of 2003.

(iii) Acrylics business

In November 1999 the Group sold its Acrylics business to Ineos Acrylics Led. Total provisions of £76m were set up, including
termination costs (£5m) for 45 employees, pension costs relating to employees transferring to the purchaser (£25m), transaction
costs {£18m), 1T related costs (£7m) and long-term residual costs {£10m). During 2001, revisions were made to the estimated
costs of this disposal resulting in £1m being charged as an exceptional cost. At 31 December 2001, £18m remained to be spent
principally on long-term residual costs (£10m).

{iv) Other disposals

The Group also divested some smaller businesses including Flucropolymers and Ethylene Oxide. Pravisions of £63m were raised
for these disposals including termination costs (£11m) for 110 employees, pension costs associated with employees rransferring 1o
the purchaser (£8m), site clearance costs (£9m} and long-term tesidual costs {£12m). During 2001, revisions were made to the
estimated costs of this disposal resulting in £4m being credited as an exceptional profit. At 31 December 2001, £31m remained
to be spent principally comprising separation costs {£11m) and long-term residual costs (£12m). With the exceprion of the long-
term sesidual costs these provisions are expected to be substantially utilised by the end of 2003.

2000
(i) Chlor-Chemicals, Klea and Crosfield businesses

The Group announced the divestment of its Chlor-Chemicals, Klea and Crosfield businesses in December 2000 and completed
the divestment in January 2001 (see note 41). The toral pre-tax loss for the divestment was £503m, recorded as a fxed asset
write-down of £133m. goodwill of £41m charged as a loss and £329m as a provision for the anticipated loss. Included in the
catculation of the anticipated loss were disposal provisions of £305m. These provisions include long-term residual costs (£12)m),
pension transfer costs (£55m), termination costs (£39m) relating to 230 employees, transition and separation costs {(£33m),
transaction costs (£17m) and environmental costs (£15m). At 31 December 2001, £176m remained to be spent principally on
transition and separation costs (E20m), pension costs relating to employees transferring to the purchaser {£14m), termination
costs (£13m) relaring to some 50 employees, and long-term residual costs (£123m). With the exception of the long-term residual
costs these provisions are expected to be substantially utilised by the end of 2003.

(i} Other disposals

The Group also divested some smaller businesses including its 50% interest in Phillips-Imperial Petroleumn and its Methanol
business. Provisions of £37m were raised for these disposals including terminarion costs {(£9m) for 73 employees. At 31 December
2001, £17m remained to be spent principally on separation costs (£8m) and termination costs (£6m) for some 20 employees.
The provisions are expected to be substantially utilised by the end of 2003.
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23. Disposal and restructuring provisions (continued)

2001

In addition to completing the disposal of Chlor-Chemicals, Klea and Crosfield businesses as described above, the Group
completed several other disposals in 2001, principally its Eutech engineering consultancy subsidiary. Provisions of £23m were
raised for these disposals including pension costs relating to employess transferring o che purchaser {(£19m). At 31 December
2001, £5m remained to be spent. The majority of the provisions are expected to be utilised by the end of 2002.

The long-term residual costs noted above arise directly from the disposals and comprise pension administration, environmental
and site maintenance.

Restructuring provisions

Prior to 1999

Restructuring provisions set up prior to 1999 and remaining unspent at 31 December 2001 were £21m including £8m relating to
termination costs for some 80 employees. The provisions are expected to to be spent in 2002,

1999
In 1999 the Group undertook a series of restructuring actions across its portfolio affecting the following segments:
(i) National Starch - reorganisation of adhesives production facilities in the USA and Europe, the reotganisation of certain

Specialty Synthetic Polymers operations in the UK and the Nethetlands and four smaller restructuring projects in the
Adhesives and Electronics and Engineering Materials businesses.

(i) Quest - three programmes worldwide 10 improve supply chain efficiency and reduce costs.

(iii) Paints — rationalisation of the French Decorative business, including exiting the trade operation and five projects to improve
and rationalise the European supply chain including exiting the UK retail wallcoverings business, and the rationalisation of
woodcare production facilities.

{iv) Discontinued operations — additional costs associated with the reduction of the Chlor-Chemicals business cost base and
the restructuring of electricity and steam supplies at the Group’s Runcorn site.

(v) Reorganisation of the Group’s Corporate Centre — as a result of the changed business portfolio which requires a
smaller and more focused Corporate Centre, the Group has provided for a fundamental reorganisation of the Corporate
Cenure,

The total exceptional provisions before tax of £172m for these restructuring programmes was charged against 1999 profits. The
total included £80m relating to termination of 1,030 employees, £31m to asset write-downs and £61m for other costs. During
2000, revisions were made to the estimated costs of the Paints restructuring resulting in £8m of these provisions being released
with additional costs of £8m being incurred and charged to profit and loss. At 31 December 2001, £28m of these provisions
remained 1o be spent, including £14m relating 1o the termination of some 70 employees. Most of the provisions are expected 10
be substantially utilised by the end of 2003,

2000

The £14m restructuring charge in 2000 relates to additional restructuring of the Group’s Corporate Centre announced in 1999.
At 31 December 2001, £2m of these provisions remained unspent. Most of the provisions are expected to be utilised in 2002.

2001

In 2001 the Group initiated a series of restructuring actions in the following business segments:

{i)y National Starch - staff reductions and the closure and sale of several sites in the USA, Europe and Asia Pacific. Most of
the restructuring relates to the Specialty Polymers and Adhesives business groups in North America and Europe.

(i} Quest - the rationalisation of manufacturing sites, restructuring and redesign of the supply chain and streamlining of
management and support services.

(iii} Performance Specialties — programmes to improve supply chain efficiencies and undertake site restruceuring in Unigema
Europe.

{iv} Paints — restructuring the North American decorative business including the closure of 2 manufacturing facility and the
closure of loss making stores.

The total exceptional charge before tax for these restructuring programmes was £143m, which has been charged against 2001

profits. The rotal included £78m relating to the termination of some 1,300 employees, £17m to asset write-downs and £48m for

other casts. At 31 December 2001, £88m remained ro be spent including £59m relating to termination of some 1.000 employees.
The majority of the provisions are expected to be utilised by the end of 2003.
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24. Called-up share capital of parent company

Allotted,
called-up
Authorised and fully paid
£m £m
Ordinary Shares of £1 each
At beginning of 1999 850 728
Employee share option schemes — options exercised -
At end of 1999 850 728
Employee share option schemes — options exercised -
At end of 2000 850 728
Employee share option schemes — options exercised -
At end of 2001 850 728

Employees’ share option schemes and other share based plans

ICI granted share options and other market based units to Executive Directors, senior execurtives and certain key employees under
four main plans: the Performance Growth Plan and other share based plans, the Share Option Scheme {Senior Staff Scheme), the
Bonus Conversion Plan (which operated for the last time in respect of the 1999 performance year) and the Stock Appreciation
Rights Plan (SARP). The Company also operates a savings related share option scheme (UK — Sharesave) for alt UK employees
meeting minimum service requirements.

At 31 December 2001 the maximum number of ordinary share equivalents which could be awarded under the Performance
Growth Plan was 1,243,072 (2000 551,076). The maximum number awarded in 2001 was 733,842 with lapses during the year
of 41,846. 540,073 {2000 238,825) would be awarded for achieving median TSR/on target Economic Profit performance.

The prices at which options are granted under the Seniot Staff Scheme must not be less than the nominal value of an Qrdinary
Share nor less than the average of the middle market quotation of an 1C! Ordinary Shate on the London Stock Exchange on the
five business days immediately preceding the date on which the option is offered. Options ynder this scheme expire after 10 years.
Grants under the SARP are made on the same terms as the Senior Staff Scheme. On exercise the participant receives the gain
payable in American Depositary Shares — ADSs (for grants prior to 1998 paid two-thirds in cash and one-third in ADSs).

At 31 December 2001 there were 440,788 shares representing the matched shares under the Bonus Conversion Plan 1o be
delivered as the Company's Ordinary Shares or in the form of ADSs.

The Group has acquired, or is committed to acquire under forward contracts, 27.9 million shares or ADSs to hedge its obligarions
under the Senior Sraff Scheme, the Performance Growth Plan, the Bonus Conversion Plan and the Srock Appreciation Righrs
Plan. 6.im shares bave been purchased in the market by a trust {see note 15). In addition, the trust has entered into forward
commitments to purchase 21.8 million shares at a weighted average cost of £5.81 per share in the period 2002 to 2004. These
shares are intended to satisfy requirements for share options exercisable in the period 2009 1o 2011.

Undet the UK — Sharesave Scheme the price at which options are granted must not be less than the greater of the nominal value
of an Ordinary Share, or 80 per cent. of the average marker value of an Ordinary Share on the three business days preceding the
day on which the offer of options is made. The total purchase cost in respect of options granted under the UK — Sharesave
Scheme in 1994 and 1995 is deducted from salary over a period of five years. and in respect of options granted thereafter over a
period of three or five years ar the choice of the employee. The maximum number of shares made available under this scheme for
issue under option during a 10 year period is 5 per cent. of the Company’s Ordinary Share Capital in issue on 21 March 1994,
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24. Called-up share capital of parent company (continued)
a) Transactions on Option Schemes

Senior Staff Scheme UK - Sharesave SARP
Number Weighted Number Weighted Number Weighted
of average of average of average
options exercise options exercise options exercise
000 pricg 000 pricg in ADSS pricg
QOutstanding
At beginning of 1999 4,465 9.61 12,596 6.05 374 68.71
Granted 5,125 5.81 2,996 493 547 35.66
Exercised (119} 5.73 (147) 5.94 3) 34,70
Cancelled (360) 8.58 (3,476) 6,29 (16) 45.49
At beginning of 2000 2,111 7.56 11,969 5.71 902 48.98
Granted 3,537 5.10 2,975 3.66 619 32.41
Exercised - - (220) 5.98 (15) 34.70
Cancelled (464) 7.19 (4,351) 5.92 (19 57.14
At beginning of 2001 12,184 6.87 10,373 5.03 1,487 42.07
Granted 4,678 5.12 5,042 2.85 772 29.87
Exercised - - (47) 3.94 - -
Cancelled (1,543) 7.52 (5,368) 5.26 (167) 50.70
At end of 2001 15,319 6.27 10,000 3.81 2,092 36.88
Number of options exercisable at:
31 December 1999 2,353 7.46 - - 173 47.48
31 December 2000 2,221 7.47 - - 280 56.60

31 December 2001 4,182 8.48 365 4.75 403 57.22
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24. Called-up share capital of parent company (continued)

b) Summary of share options outstanding at 31 December 2001

Total options outstanding Exercisable options

at 31 December 2001 at 31 December 2001
Number Weighted Weighted Number Weighted
outstanding average average exercisable average
remaining exercise exercise
contractll;fael price price
000 Years s 000 £s
Exercise price range
Senior Staff Scheme
£0 - £10 13,584 7.78 5.57 2,625 6.42
£10 - £20 1,735 6.26 11.78 1,557 11.96
15,319 6.27 4,182 8.48
UK - Sharesave
£0 - £10 10,000 3.69 3.81 365 4.75
£10 - £20 - - - - -
10,000 3.81 365 4.75
SARP {ADSs)
$20 - %40 1,786 8.39 31.83 148 33.46
$40 - 360 79 o 44,56 28 47.22
$60 - 380 227 6.16 73.95 227 73.95
2,092 36.88 403 57.22

At 31 December 2001 there were options ourstanding in respect of 25.3m (2000 22.6m) Ordinary Shares of £1 each under the
Senior Staff and UK - Sharesave Option Schemes normally exercisable in the period 2002 to 2011 {2001 o 2010} at subscription
prices of £2.85 1o £12.14 (2000 £3.66 1o £12.14). Movements in the number of shares under option during 2001 comprised
new options 9.7m, options exercised 0.05m, and options lapsed or waived 6.9m. The number of Ordinary Shares issued during
the year, wholly in respect of the exercise of options, toralled 0.05m (2000 0.2m; 1999 0.2m). The weighred average subscriprion
price of options outstanding at 31 December 2001 was £5.30.

At 3 February 2002 there were options outstanding in respect of 25.3m Ordinary Shares of £1 normally exercisable in the period
2002 1o 2011 (2001 to 2010} at subscription prices of £2.85 o £12.14 (2000 £3.66 to £12.14). The weighted average
subscription price of options outstanding at 3 February 2002 was £5.30.
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25. Reserves

Share premium Retained earnings Total
sccount Associates Profit and
£m m loss acco%rg Toé:g: em
Group
Reserves attributable to parent company shareholders
At beginning of 1999 587 15 (1,181) (1,166) (579)
Net profit {ioss) for the financial year 16 236 252 252
Dividends {note 10) (233) (233) (233)
Transfer of goodwill on disposals 69 69 69
Amounts taken direct to reserves
Share premiums — share option schemes 1 1
Goodwill relating to 1997 acquisitions 10 10 10
Exchange adjustments (5) 1 (4) 4)
1 (5) 11 6 7
At beginning of 2000 588 26 (1,098} (1,072) (484)
Ner profit (loss) for the financial year - 1) 2175 (228) (228)
Dividends (note 10) (232} (232) (232)
Transfer of goodwill on disposals 41 41 41
Amounts taken direct to reserves
Share premiams — share option schemes 1 1
Exchange adjustments - (1) (41) (42) (42
! {1 (41) (42) (41)
At beginning of 2001 589 14 (1,547)  (1,533)  (944)
Net profit (loss} for the financial year - 8 113 121 121
Dividends (note 10) (116} (116} (116)
Transfer of goodwill (8) (8) (8)
Amounts taken direct to reserves
Share premiums — share option schemes - -
Exchange adjustments - - (64) (64) (64)
= - (64) (64) (64)
At end of 2001 589 22 (1,622) (1,600) (1,011)

At the end of 2001, the cumulative goodwill offset against profit and loss account amounted w0 £4,049m (2000
£4,041m; 1999 £4,082m). The transfer of goodwill in 2001 relates to adjustments to the purchasc price of the 1997
acquisitions. Included in this figure was negative goodwill the cumulative amount of which at 31 December 2001
was £1m (2000 £im; 1999 £1m).

[n the Group accounts, £8m of net exchange gains on foreign currency loans (2000 losses £128m; 1999 gains £28m)
have been offset in reserves against exchange losses (2000 gains; 1999 losses) on the net investment in overseas
subsidiaries and associates.
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25. Reserves (continued)

The cumulative exchange gains and losses on the translation of foreign currency financial statements into pounds sterling are taken
into account in the above statement of Group reserves, US GAAP — SFAS No.52, Foreign Currency Transiation, requires the
separarte disclosure of the cumulative amount of the foreign currency translation effects on sharcholders” funds, as follows:

2001 2000 1999

£m £ £m
At beginning of year (319) @77y (273)
Exchange adjustments (64) (42) (4
At end of year (383 (319 (277)

There are no significant statutory or contractual restrictions on the distribution of current profits of subsidiary undertakings or
associates except as regards Huntsman International Holdings LLC, see note 15; undistributed profits of prior years are, in the
main, permanently employed in the businesses of these companies. The undistributed profits of Group companies overseas may
be liable o overseas taxes and/or UK taxation (after allowing for double taxation relief) if they were to be distributed as dividends.
No provision has been made in respect of potential taxation liabilities on realisation of assets at restated or revalued amounts or
on realisation of associates at equity accounted value.

The Articles of Association of Imperial Chemical Industries PLC state that borrowings after deducting cash, current asset
investments and shore-term deposits, must not exceed two and a half times the shareholders’ equity after adding back sums,
calculated in accordance with US GAAP, equivalent to the unamortised balance of goodwill arising on acquisitions made after 1
January 1986. Any borrowings, cash or short-term investments held by subsidiaries in their capacity as trustee of a Group pension
fund are excluded from the calculation. For the purpose of calculating the basis of the borrowing limits, in accordance with the
Articles of Association, the total of the sums standing to the credit of capital and revenue reserves of the Company and its
subsidiary undertakings, to be added to the nominal 2mount of the share capital of the Company, was £2,756m at 31 December
2001 (2000 £2,713m; 1999 £3,313m).

Share Profit 2001 2000
Counm  sdoum e Tow
£m £m £fm £m
Company
Reserves
At beginning of year 589 2,270 2,859 3,369
Net profit {loss) for year (191} (191) {300
Dividends (116) (116) (232)
Amouncs taken direct to reserves
Share premiums — share option schemes - - 1
Exchange and other adjustments - (10} (10} 21
- (10} (10) 22
At end of year 589 1,953 2,542 2,859

By virtue of 5230 of the Companies Act 1985, the Company is exempr from presenting a profit and loss account.
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26. Net cash inflow from operating activities

2001 2000 1999

fm £m £m

Trading profit 393 577 473
Exceptional charges within trading profit 143 - 98
Trading profit before exceprional items 536 577 571
Depreciation and amortisation of goodwill 246 268 319
Stocks (increase)/decrease 7 (6) 21

Debtors (increase}/decrease 65 (ry) (191}
Creditors increase/ (decrease) {120} (12) 30
Other movements (23} 21) (75)
711 695 675

Outflow related to exceptional items (74) (109) (93)

637 586 582

Qutflow related to exceptional irems includes expenditure charged to exceptional provisions relating to business rationalisation
and restructuring. The major part of the 2001 expenditure relates to the restructuring programme as described in note 4 and
note 23.

27. Returns on investments and servicing of finance
2001 2000 1999

fm £m fm
Dividends received from other investments - 3 4
Interest received 93 38 82
Interest paid (280) (256} {376}
Dividends paid by subsidiary undertakings to minority shareholders (20) (15) a7n

(207} (230) (307)

28. Capital expenditure and financial investment
2001 2000 1999

£m £m £m
Purchase of tangible fixed assets (235) {284) {428)
Purchase of fixed asser investments other than associates or joint ventures - - -
Sale of fixed assers 29 58 72

(206) (226)  (356)
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29, Acquisitions

2001 2000
Total Total
Fair vaIEl:ﬁ Fair \.'aI)éth'?|
Subsidiary undertakings and operations
Fair value of ner assets acquired 12 14
Goodwill acquired 43 11
Considerarton for subsidiary undertakings and operations acquired 55 25
Investments in participating interests 41 5
96 30

Less
Cash included in undertakings acquired ~ ~
Cash consideration — current year 926 30

— deferred consideration (4) (17)

— previous year's acquisitions 17 -

109 13
30. Management of liquid resources
2001 2000 1999
£m fm im
Commercial paper 1 89 89
Bank depasits and certificates of deposit 254 (115) 126
Floating rate notes, medium rate notes, treasury bills (2) 14 ~
253 {12) 215

Liquid resources are current asset investments held as readily disposable stores of value. In these accounts they comprise currenc

asset investments and short-term deposits (note 18).
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31. Disposals

2001 2000
£fm £m
Subsidiary undertakings and operations
Tangible fixed assets and investments 243 53
Intangible fixed assers - 4
Net current assets 104 36
Creditors due after more than one year - -
Provisions for liabilities and charges {43) 9)
Minority interests (22) -
Book value of nert assets disposed 282 84
Disposal costs and provisions 22 19
Goodwill written back on disposal - -
Investments in participating interests - 1
Repayment of loans 3 -
Profics less losses on disposals (11) (12)
Consideration received on prior year disposals 41 25
Non cash consideration (22) -
315 117
Outflow on divestment provisions (298) (242)
Cash consideration 17 {125)
Comprising inflow {outflow) arising on
current year’s disposals 96 34
previous year’s disposals {(79) (159)
17 {125)

During 2001 the Group received gross cash consideration of £315m (2000 £117m), primarily for disposals of
operations £312m (2000 £117m) and £3m (2000 £nil) in respect of repayment of fixed asset investment loans. Of
this amouat, £298m (2000 £242m) was paid against ongoing disposal costs and provisions.

Disposals by the Group during 2001 included the sale of the Chlor-Chemicals, Klea and Crosfield businesses and
Eutech Engineering Solutions Ltd.
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32. Financing

Financing - shares Financing - debt Total
Shares issued by  Minorities* Total Loans Short-term Finance Total
Company borrowings  leases
Share Share other than
capital  premium overdrafts
notes fm £2n'51 fm £fm £2:'r11 £3n‘: f?;ﬁ im fm
At beginning of 1999 (728) (587) (40 (1,355)  (3,539) {1,350) {15) (4,904) (6,259
Exchange adjustments 24 - - 24 24
Financing
New finance (1) - 1) (l6h) (11,383) (11,544) (11,545}
Finance repaid 773 12,679 2 13,454 13,454
Cash flow - )] - 1) 612 1,296 2 1,910 1,909
Acquisitions and disposals 4 4 - 1 5 6 10
Other movements 2 2 4 (N (2) 1 3
At beginning of 2000 (728) (588) (34) (1,350 (2,899) (54) (10) (2.963) (4.313)
Exchange adjustments (128) 8 (1 (i21) (121)
Financing
New finance - {1} - (1 (308) (2.619 (2.927)  (2,928)
Finance repaid 642 1,947 3 2,592 2,592
Cash flow - (m - (1) 334 (672} 3 (335y  (330)
Acquisitions and disposals (4) (4) 4) (1) 1 (4) (8
Other movements - - - - - - - - -
At beginning of 2001 (728) (589 (38) (1.355) (2,697) (719} (7) (3,423) {(4,778)
Exchange adjustments (34} 42 (1) 7 7
Financing
New finance - - - - (512) (4.625) (5.137)1 {5.137)
Finance repaid 288 4,925 1 5.214e 5,214
Cash flow - - - - (224) 300 1 77 77
Acquisitions and disposais 8 8 - 4 3 7 15
Other movements - - {1} 0 - (4) - 4 5
At end of 2001 (728} (589) B (1,348 (2,955) (377) 4)  (3,336) (4.684)
* Share capital element of minority iterests.
Repaycr;r:i:: Currency Rate Amo%r:
+ New finance Bank loan 2002 - 2006 Various Various 344
Euro dollar medium-term nores 2003 Various Various 145
Euro commercial paper 2002 Various Various 1,599
US commercial paper 2002 Uss Various 2,961
Qthers 88
5,137
# Finance repaid
Euro dellar medium-term notes Uss Various 26
Euro commercial paper Various Various 1,704
US commercial paper Uss Various 3,042

Others
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33. Analysis of net debt

Current
asset Net
Ca_sh Financing - debt investment debt
Leans Short-term Finance Total
borrowings leases
other than
overdrafts
Due after  Due within
one year one year
notes 34 21 21 34 36 18
£m fm £m fm f£m fm £m fm
At beginning of 1999 272 (2,954) (585) (1,350) (15)  (4,904) 455  (4,177)
Exchange adjustments (7) (27) 51 ~ - 24 - 17
Cash flow (40) 41 571 1,296 2 1,910 {215) 1,655
Acquisitions and disposals - - - 1 5 6 154 160
Orther non-cash changes (3) 688 (684) (1} (2) | - 2)
At beginning of 2000 222 (2,252} {647) (54} {(10) (2,963) 394 (2,347)
Exchange adjustments (2) (132) 4 8 (1) (121} 1 {122)
Cash flow (14) {99) 433 (672} 3 (335) 12 (337)
Acquisitions and disposals - - 4 {1) 1 (4) 3 (1
Other ron-cash changes 3 252 (252) ~ - - 5 8
At beginning of 2001 209 (2,231 {466) (719) (7) (3.423) 415 (2,799
Exchange adjustments (8 (32) {2) 42 (1) 7 (2) (3)
Cash flow 65 (161) (63) 300 1 77 (253) (11ny
Acquisitions and disposals (11) - - 4 3 7 - (4)
Other non-cash changes 5 719 {719) (4) - (4} ()] -
At end of 2001 260 (1,705) (1,230) (377) (4) (3,336) 159 (2,917)
34. Cash and short-term borrowings Cash ¢
Cash Short-terrn borrowings bagi ar?é
at bank {note 19) Net Total overdrafts)
Overdrafts Cther Total
£m £fm £ fm £m £m
At beginning of 1999 367 {95} (1,350 {1,445} {1,078} 272
Exchange adjusiments (6) (N - (1) (7) (7)
Cash flow (91} 51 1,296 1,347 1,256 (40)
Acquisitions and disposals -~ - 1 1 1 -
Other non-cash changes ~ (3) 1) (4) (4} (3)
At beginning of 2000 270 (48} (54) (102) 168 222
Exchange adjustments (4) 2 8 10 6 (2)
Cash flow (14) - (672) (672) {686) (14)
Acquisitions and disposals -~ - (1) 1) (1) -
Other non-cash changes 3 - - - 3 3
At beginning of 2001 255 {46) (719) (765) (510} 209
Exchange adjustments (4) (4) 42 38 34 (8)
Cash flow 62 3 300 303 365 65
Acquisitions and disposals (14) 3 4 7 7 (11)
Other non-cash changes 2 3 (4) n 1 5
At end of 2001 301 (41) (377) (418) (117) 260

In the Starement of Group cash flow and related notes, “cash™ includes cash at bank, deposits repayable on demand and overdrafts; deposits are
repayable on demand if they are available within 24 hours withour penalty.
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35. Statement of Group cash flow: Basis of preparation

The Statement of Group cash flow is prepared in accordance with UK FRS No.l (Revised 1996) — Cash Flow Statements, the
cbjective of which is similar to that ser out in the US Standard SFAS No. 95 — Statements of Cash Flows. The two statements
differ, however, in their definitions of cash and their presentation of the main constituent items of cash flow.

The definition of cash in the UK Standard is limited to cash plus deposits less overdrafts/borrowings repayable on demand without
penalty, In the US, the definition in SFAS No. 95 excludes overdrafts but is widened to include cash equivalents, comprising
shore-term highly liquid investments that are both readily convertible to known amounts of cash and so near their maturities that
they present insignificant risk of changes in value: generally, only investments with original maturities of 3 months or less qualify
for inclusion. Calculated in accordance with SFAS No. 93, cash and cash equivalents ac 31 December 1999, 2000 and 2001 and
the mavements during the years ending on those dates were as follows:

2001 2000 1999
fm im fm

Cash and cash equivalents
Cash 30 255 270
Investments and sheri-term deposits which were within 3 months of maturity when acquired 135 317 184

436 572 454

Change in the balance of cash and cash equivalents

Ar beginning of year 572 454 609
Exchange adjustments (3} 1 (8)
Cash inflow (outflow) during year (119) 114 (147)
Acquisitions and disposals (14) 3 -

At end of year 436 572 454

The format of the UK statement employs some nine headings compared with three in SFAS No. 95. The cash Hows within the
UK headings of “Operating activities”, “Dividends received from associates”, “Returns on investments and servicing of finance”
and “Taxation™ would all be included within the heading of “Ner cash provided by operating activiries” under SFAS No. 95.
Likewise, the UK headings of “Capital expenditure and financial investment” and “Acquisitions and disposals” cortespond with
“Cash flows from investing activities” under SFAS No. 95, and “Equity dividends paid”, “Management of liquid resources™ and
“Financing” in the UK, subject to adjustments for cash equivalents, correspond with “Cash flows from financing activities” in the
USA.
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36. Leases
Total rentals under operating leases,
charged as an expense in the profit
and loss account
Hire of plant Other Total
and machinery
Em fm fm
2001
Continuing operations 11 58 69
Discontinued operations — - -
Total 11 58 69
2000
Continuing operations 10 55 65
Discontinued operations 2 - 2
Total 12 55 67
1999
Continuing operations 11 45 56
Discontinued operations 2 1 3
Total 13 46 59
Land and buildings Other assets
2001 2000 2001 2000
fm £m £m im
Commitments under non-cancellable operating leases to pay rentals during the year
following the year of these accounts, analysed according to the period in which each
lease expires
Expiring within 1 year 7 8 4 7
Expiring in years 2 to 5 18 17 14 19
Expiring thereafter 20 21 4 3
45 46 22 29
Cperating leases finance leases
2001 2000 2001 2000
£m £m £m £m
(bligations under leases comprise
Rentals due within 1 year 67 75 2 2
Rentals due after more than 1 year
From 1 to 2 years 56 57 1 2
From 2 1o 3 years . 43 45 1 1
From 3 1o 4 years 33 33 - 1
From 4 to 5 years 26 25 - 1
After 5 years from balance sheer dare 146 143 - -
304 303 2 5
371 378 4 7
L.ess amounts representing interest - -
Present value of net minimum lease payments 4 7
less current lease obligations (2) (2
Non current lease obligations 2 5

Obligations under finance leases are included in other creditors (note 20).

The Group had no commitments under finance leases at the balance sheet date which were due to commence thereafter.

112




PART 4C - Audited Financial Statements

notes relating to the accounts

37. Employee numbers and costs
Average number of people employed by the Group

Classes of business

2001 2000 1999
Continuing operations
International businesses
National Starch 10,110 10,570 10,490
Quest 4,720 4,580 4,450
Performance Specialties 4,120 4,140 4,370
Paints 15,900 16,760 18,200
34,850 36,050 37,510
Regional and Industrial 4,490 4,970 5,290
Corporate
Board support 150 180 220
Group technical resources and other shared services 290 380 1,160
39,780 41,580 44,180
Discontinued operations - 4,350 9,270
39,780 45,930 53,450
Geographic areas
Continuing cperations Total
20m 2000 1999 2001 2000 1999
United Kingdom 6,710 7.170 8,310 6,710 10,490 13,570
Continental Europe 6,550 6,850 7.39¢ 6,550 7,250 9,140
USA 10,930 11,510 11,440 10,930 11,750 12,560
Other Americas 5,710 5.930 6,390 5,710 6,070 6.640
Asia Pacific 9,590 9,830 10,320 9,590 14,020 10,980
Orther countries 290 290 330 290 350 560
Votal employees 39,780 41,580 44,180 39,780 45.930 53,450
Number of people employed by the Group at the year end
2001 2000 1999
Conunuing operations 38,600 40,960 42,360
[iscontinued operations - 4,170 4,300
Total employces 38,600 45,130 46,660




PART 4C - Audited Financial Statements

notes relating to the accounts

37. Employee numbers and costs (continued)

Employee costs

Continuing operations Total
2001 2000 1999 2001 2000 1999
£m £m £m £m £m £m
Salaries 1,016 1,001 1,038 1,016 1,124 1,298
Social security costs 101 99 109 101 110 138
Pension costs 70 70 93 70 85 132
Other employment costs 31 29 24 31 31 30

1,218 1,199 1,264 1,218 1,350 1,598

Less amounts allocated to capital and to provisions set up in

previous years (B (2) (37) {1) (2) (38)
Severance costs charged in arriving at profit (loss) before tax 104 15 50 104 54 70
Employee costs charged in arriving ar profit (loss) before tax 1,521 1,212 1,277 1,321 1,402 1,630

38. Retirement benefits

The Group continues to report on employee retirement benefits in accordance with the UK Standard SSAP 24 — Accounting for
pension costs and, in respect of post-retirement healthcare in compliance with the sixth Abstrace of the Urgent Issues Task Force -
Accounting for post-retirement benefits other than pensions. In 2001 additional analysis is also provided in accordance with the
Accounting Standard, FRS No. 17 - Retirement benefits, which is being implemented, progressively, during the years ending 31
December 2001 to 31 December 2003.

Analysis is also provided in note 43 of the agpregate net periodic benefits cost and funded starus of the Group’s major post-
retirement schemes restated in accordance with US GAAP and in compliance with the requirements of SFAS No. 87 ~ Employers’
Accounting for Pensions, SFAS No. 88 Employers’ Accounting for Sertlements and Curtailments of Defined Benefic Pension Plans and
Jor Termination Benefits, SFAS No. 106 — Employers’ Accounting for Post-Retirement Benefiss other than Pensions and SFAS No. 132
— Employers' Disclosures about Pensions and Other Post-Retirement Benefits.

Pensions (SSAP 24)

Group
The Company and most of its subsidiaries operate retirement plans which cover the majotity of employees (including directors)
in the Group. These plans are generally of the defined benefit type under which benefits are based on employees’ years of service
and average final remuneration and are funded through separate trustec-administered funds. Formal independent actuarial
valuations of the Group’s main plans are undertaken regularly, normally ar least triennially and adopting the projected unit
method.

The actuarial assumprions used to calculare the projected benefir obligation of the Group's pension plans vary according to the
economic conditions of the country in which they are situated. The weighred average discount rate used in determining the
actuarial present values of the benefit obligations was 6.1 per cent. (2000 6.0 per cent.}. The weighted average expected long-term
rate of return on investments was 6.3 per cent. (2000 6.1 per cent.). The weighted average rate of increase of future earnings was
4.1 per cent. {2000 4.4 per cent.).

The market value of the fund assets of these plans at the date of the latest actuarial valuations was sufficient to cover 99 per cent.
(2000 99 per cent.) of the benefits that had accrued to members, after allowing for expected future increases in earnings; their
market value was £7,843m (2000 £8,240m).

The total pension cost for the Group for 2001 was £70m (2000 £85m; 1999 £132m). Accrued pension costs amounted to £11m
(2000 £13m) and are included in other creditors (note 20); provisions for the benefit obligation of a small number of unfunded
plans amounted to £179m (2000 £205m} and are included in provisions for liabilities and charges — unfunded pension (note 22).
Prepaid pension costs amounting to £510m (2000 £487m) are included in debtors {note 17).

I1CI Pension Fund

The ICI Pension Fund accounts for approximately 85 per cent. of the Group’s plans in asset valuation and projected benefit
terms.
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From the date of the actuarial valuation of the ICI Pension Fund as at 31 March 1994 the Company has been making payments
into the Fund to reflect the exira liabilities arising from carly retirement as retirements occur. Based on a Funding Review as at 31
March 1997, the Company agreed to make six annual payments into the Fund of £100m per annum from 1998 through 2003,
subject to a review in 2000, The latest actuarial valuation of the Fund, as at 31 March 2000, disclosed a solvency ratio of 98 per
cent. and the Company has agreed to make a further six annual payments into the Fund of £30m per annum from 2001 to 2006,
subjecr to review in 2003. The deficit, together with the prepayment, is taken into account in arriving at the employers’ pension
costs charged in the accounts by being amortised as a percentage of pensionable emoluments over the expected working lifetime
of existing members. In 2001 this gave rise to a charge of £13m,

Healthcare (UITF Abstract 6)

The Group provides in North America, and to a lesser extent in some other countries, certain unfunded healthcare and life
assurance bencfits for retired employees. Ar 31 December 2001 approximately 20,000 (2000 23,000) current and retired
employees were eligible to benefit from these schemes. The liabilities in respect of these benefits are fully accrued over the expected
wotking lifetime of the existing members.

The total post-retirement healthcare cost for the Group for 2001 was £10m (2000 £13m; 1999 £3m) and the provision at the
year end was £199m (2000 £199m).

The Group has adopted the measurement bases of the US Standard, SFAS No. 106 — Employers’ Accounting for Post-Retirement
Benefits other than Pensions as the basis of its UK GAAP reporting. Costs and provisions were determined on an actuarial basis,
The assumptions relating to the US plans, which represent a substantial portion of the Group roral, are ser out in the table in
note 43,

The healthcare cost trend has a significant effect on the amounts reported. For the Group, increasing the assumed healchcare cost
rates by 1 per cent. in every year would increase the accumulated post-retirement benefit obligation at 31 December 2001 by
£8m (2000 £12m) and the aggregate of the service and interest cost components of net periodic post-retirement benefit cost for
the vear ended 31 December 2001 by £1m (2000 £2my).

Retirement benefits - Pensions and Healthcare {(FRS No. 17)

The most recent actuarial valuations of the Group’s major retirement benefit schemes, including pose-retirement
healthcare schemes, have been updated to 31 December 2001 o take account of the requirements of FRS No. 17.

Financial assumptions to calculate the projected benefit obligations of Group schemes

The principal, weighted average rates used were:

Discount rare

Inflation rate

Long-term rare of increase in future earnings

Increase in pensions in payment

Post-retirement healthcare cost inflation rate
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Scheme assets, expected rates of return, liabilities and net (liabilities) assets

Leng-term Valued
rate of
return
expected at

31 Dec 2001 31 Dec 2001

Assets in schemes

Equities 7.8% 2,329
Bonds 5.4% 5,191
Other 6.9% 59
Total fair valee of assets 7.579
Present value of scheme liabilities 8,078
Net (deficit) in the schemes (499)
Less Unrecognisable surpluses {12)
Net recognised {deficit) (511}
Deferred tax asset (liability) 58
Nert (liabilities) (453)
Deficits
Pension schemes {(352)
Post retirement healthcare schemes {109)
(461)
Surpluses
Pension schemes 8
(453)
Analysis of net recognised (deficit)
Deficits
IC] UK Pension Fund (161)
Orher pension schemes (207)
Post retirement healthcare schemes
(included in Provisions for liabilities and charges — Employee Benefits: note 22) (156}
(524)
Surpluses
Other pension schemes 13
(511)
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39. Financial risk management
{a) Interest rate risk

The interest rate profile of the Group’s financial assets and financial liabilities ar 31 December 2001, after raking into accounc the
effect of interest rate and currency swaps, is set out in the tables below.

Financial assets

2001 2000
Atfixed Atfloating Interestfree Total Atfixed Atfloating Interestfree Total
interest interest interest interest
rates rates rates rates
im im £m Em Em im im im
Current assefs investments, short-term
deposits and cash
Sterling - 21 23 44 - 116 29 145
US Dollar - 13 77 920 - 39 67 106
Euro and Euro related currencies - 7 79 86 - 21 53 74
Japanese Yen - - 5 5 - - 3 3
Other currencies - 14 117 131 - 17 101 118
- 55 301 356 - 193 253 446
Fixed asset invesements and debrors due
after more than one year
Sterling 70 46
US doltar 264 185
Euro and Euro related currencies 5 5
Other currencies 2 6
Total financial assets 697 688

At 31 December 2001 the financial assets of the Group comprised:

Investments in participating and other investments

Loans to associates 210 190

Other investments

Shares 16 21
Loans 61 -
Debtors due after more than one year 54 31
Currene asset investments and shert-term deposits 159 415
Cash 301 2595
Less financial assets of insurance
subsidizaries (104) {224)
Tortal financial assets 697 _-(;;3_8

Floating rare Anancial assets comprise bank deposits bearing interest at rates fixed in advance for periods ranging from 1 month to
G months by reference 10 the relevant inter-bank rate.
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39. Financial risk management {continued)

Financial liabilities

At fixed At ﬂoazt?r?; Total At fixed At floazt?gg Total
T eates " ates oS e
£m £m £m £m fm fm
Sterling 170 (283) (113) 350 o4 414
US Dollars 661 1,449 2,110 179 1,682 1,861
Euro and Euro related currencies 61 585 646 - 767 767
Japanese Yen 227 176 403 27 296 323
Other currencies 97 266 363 102 42 144
1,216 2,193 3,409 658 2,851 3,509
At 31 December the financial liabilities of the Group comprised:
Short-term borrowings 418 765
Current instalments of loans 1,250 466
Loans 1,705 2,231
Other creditors due after more than one year
Environmental liabilities 5 6
Other creditors 29 36
Finance leases 2 5
Less financial liabilities of insurance subsidi-
aries - -
3,409 3,509

Floating rate financial liabilities comprise borrowings bearing interest at rates fixed in advance for periods up to 12 months.

The applicable weighted average interest rates for fixed rate financial liabilities are: Sterling 7.8 per cent. (2000 8.0%); US dollar
6.7 per cent. (2000 7.0 per cent.); Euro and Euro related currencies 4.4 per cent. (2000 nil); Japanese yen 0.7% (2000 3.6 per
cent.); other currencies 15.6 per cent. {2000 15.5 per cent.).

The applicable weighted average period for which rates are fixed are: Sterling 4 years {2000 5 years); US dollar 3 years (2000
6 years); Euro and Euro related currencies 5 years (2000 nil); Japanese yen 3 years (2000 4 years) and other currencies 2 years
{2000 2 years).

The figures shown above take into account various interest rate swaps, currency swaps and forward exchange contracts used to
manage the interest rate and currency profile of financial assets and liabilicies.

(b) Currency exposures on monetary assets and liabilities

The Group's policy is, where practicable, to hedge all exposures on monetary assets and liabilities. As a result there are no
significant non functional currency exposures.

(c) Maturity of financial liabilities
The maturicy profile of the Group’s financial liabilities, as defined in section (a) above, at 31 December 2001 was as follows:
2001 2000

£m £m
In one year or less on demand 1,668 1,231
In more than one year but not more than two years 366 790
In more than two years but not more than five years 860 804
In more than five years 515 684

3,409 3,509
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{d) Borrowing facilities

Commirted facilities available 1o the Group at 31 December 2001 in respect of which all conditions precedent had been mer at
that dare were as follows:

o
Expiring in one year or less 512 600
Expiring in more than one year - 671
Expiring in more than two years 1,232 738

1,744 2,009

(e) Net debt management

The Group manages the currency and interest rate exposure which arises on borrowings and cash not immediately required by
the business on a net basis through the use of currency swaps, forward exchange contracts, interest rate swaps and interest rate
caps.

The most significant consequences of this approach are:

- to manage the US dollar currency exposure arising from US dollar loans by holding US dollar cash and through currency
swaps.

- 1o reduce the proportion of the Group’s fixed intesest rate liabilities arising, from US dollar loans through the use of fixed to
floating rate swaps.

The financial instruments used in debt management are accounted for as described in the Group's accounting policies on pages
64 and 65.

The novonal principal amounts and fair values, net of associated hedges, of the Group's financial assets and financial liabilities
were as foliows:
Notional principal

amounts Carrying values* Fair values*
At 31 December At 31 December At 31 December
2001 2000 2001 2000 2001 2000
£m £m £m £m fm fm
Interests in participating and other investments — other
investmentst 287 296 287 211 287 211
Current asset investments and short-term depositst 55 191 55 191 55 19
Casht 301 255 301 255 301 255
Other fnancial assetst 54 26 54 26 54 26
Short-term borrowings (418) {765) (418) (765) (425) (763)
Loans (2,965) (2,703) (2,963) (2,703) (3,077} (2,739)
Orther financial liabilitiest (36} (47) (36) 47} (36} (47)
Currency swaps (849) (751) 8 6 38 34
Interest rate swaps 4,377 2,780 - - 68 11
Interest rate caps : 1,945 2,071 - 5 - 1

Total net liabilities

Financial assers

Financial liabalities

*( )=lability

t The Group has assumed that the fair valuc approximates to the carrying value.
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39. Financial risk management (continued)
{e) Net debt management (continued)

The fair value of the Group’s long-term publicly quoted debr is based upon quoted market prices. The fair value of the Group’s
non-publicly quoted debt, all swaps, and caps have been estimated from discounted anticipated cash flows utilising a zero coupon
yield curve,

The total increase in the fair value of long-term debt net of associated hedges for the year ended 31 December 2001 of £338m
arose from the new foans {£189m), adverse movements on foreign exchange (£43m} and movements due to changes in interest
rates (£106m),

A portfolio approach is adopted to create the Group’s rarget proportion of fixed and floating rate debt by currency. The maturity
profile of the net fixed rate exposure is spread over several years to reduce re-pricing risk. Short term borrowings include balances
relating to forward exchange contracts. These balances are further analysed in section (g).

Where interest rate and currency instruments are designated 1o a group of borrowings or cash and cash equivalents with similar
characteristics, altering their interest rate or currency profile, the net cash amounts to be received or paid on the agreements are
accrued in current assets or liabilities and recognised as an adjustment to interest income or expense (“accrual accounting”).

The Group is exposed to credit related losses in the event that counterparties to off-balance-sheet financial instruments do not
perform according to the terms of the contract. In the opinion of management, the counterparties to the financial instruments are
creditworthy parties and the Group does not expect any significant loss to result from non-performance. The immediate credit
exposure of financial instruments is represented by those financial instruments thar have a positive fair value at 31 December
2001.

At 31 December 2001 the aggrepate value of all financial instruments with a positive fair value (assets) was £51m for currency
swaps, £342m for interest rate swaps, £36m for forward contracts, nil for interest rate caps and nil for currency oprions.

There were no net marerial gains or losses deferred at 31 December 2001 (2000 nil).

{f) Hedges
The table below analyses movements in the fair values of derivatives used to hedge financial assets and liabilities:
2001 2000
Fair Fair Total net Fair Fair Total net
value value assets/ value vaiue assets/
assets liabitities liabilities assets liabilities liabilities
im fm £m im £m £m
Unrecognised gains and losses on hedges at
1 January 2001 107 (79) 28 142 (66) 76
Gains and losses arising in previous years that
were recognised in 2001 {23} 7 (16) (68) 61 (7)
Cains and losses arising before 1 January 2001
that were not recognised in 2001 84 (72) 12 74 {3) 69
Gains and losses arising in 2001 that were not
recognised tn 2001 345 (217) 128 33 (74) (41}
Unrecognised gains and losses on hedges at 31
December 2001 429 (289) 140 107 {79 28
Of which:
Gains and losses expected (0 be recognised in
2002 102 {3} 99 23 {7) 16
Gains and losses to be recognised in 2003 or
later 327 {286) 41 84 (72) 12

(289) 140 107 (79) 28
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{(g) Currency management

The Group hedges its net transactional currency exposure arising on stocks, trade debrors and creditors (trade working capital)
fully through the use of forward foreign exchange contracts. The Group selectively hedges its anticipated currency cash flow
exposures for up to 12 months ahead through the use of forward foreign exchange contracts and selective purchase of currency
options.

Surplus funds are invested in instruments in a variety of currencies. Forward foreign exchange contracts are used ro hedge these
back to the currencies that are appropriate for the net debt portfolio.

The fAinancial instruments used in currency management are accounted for as described in the Group’s accounting policies on
pages 64 and 65.

The notional principal amounts and fair values of forward exchange contracts used in currency management are as follows:

Notional
principal amounts Carrying values* Fair values*
At 31 December At 31 December At 31 December
2001 2000 2001 2000 2001 2000
fm £m £m fm £m £m
Hedging working capital 1 - i -
Forward contracts 1o buy currency 86 198
Forward contracts to sell currency (85) (198)
Hedging anticipated cash flows 1 - 1 4
Forward contracts - -
Currency contracts to buy currency 135 142
Currency contracts to sell currency {133) (101)
Hedging debt 39 (21} 32 {20
Forward contracts 1o buy currency 1,445 1,375
Forward contracrs to sell currency (1,409)  (1,390)

* () = liabilicy
The carrying values of currency hedging instruments do not materially differ from the fair values based on quoted marker prices.

{h) Management of current asset investments

Surplus funds are invested in high quality liquid marketable investments, including money market instruments, government
securities and asset backed securities. Investments are of a plain vanilla nature with no embedded interest rate options. The
majority of asset backed securities have some risk of early redemption, but are of a floating rate narure and hence have minimal
fixed incerest rate risk. There are no investments of a fixed rate nature with maturicy greater than one year and consequently the
fair value of investments is considered o be materially the same as the value in the Group’s balance sheet. Investments are classified
as ‘available for sale’.

The Group's exposure to credit risk is controlled by setting a policy for limiting credit exposure to counterparties, which is
reviewed annually, and reviewing credit ratings and limiting individual aggregace credit exposures accordingly. The Group
considers the possibility of material loss in the event of non-performance by a financial counterparty o be unlikely.

The natienal amounts of financial instruments used in debr and currency management do not represent amounts exchanged by

the parties and, thus, arc not a measure of the credit risk to the Group arising through the use of these instruments, The
immediate credit risk of these instruments is represented by the fair value of contracts with a positive fair value.

40. Statutory and other information

Remuneration of auditors charged in the Group accounts for 2001 was £2.8m {2000 £2.9m; 1999 £3.5m); fees patd to the
Auditor (and ics associates) of the parent Company for services other than statutory audic supplied 1o the Group during 2001
totalled £3.1m (2000 £5.1m; 1999 £6.3m) of which £0.4m (2000 £1.4m; 1999 £4.7m) related to divestment and acquisition
acrivities.

The remuneration and expenses of the Auditor in respect of the statutory report to the members of the Company for the year
2001 amounted to £66,000 (2000 £60,000; 1999 £79,000).
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Included in debtors is an interest free loan rotalling £7,000 (2000 £7,000; 1999 £7,000} to Dr ] D G McAdam. This relates to
the potenrial exercise of share options under 2 Company scheme and the amount, in currency, has remained unchanged
throughour 2001.

41. Commitments and contingent liabilities

Group Company
2001 2000 2001 2000
£m fm £m fm
Commitments for capical expendicure not provided for in these accounts
(including acquisitions)
Contracts placed for future expenditure 28 36 1
Expenditure authorised bur not yet contracted 118 142 11
146 178 12

Contingent liabilities existed at 31 December 2001 in connection with guarantees and uncalled capital relating to subsidiary and
other undertakings and guarantees relating to pension funds, including the solvency of pension funds. There was no contingent
liability in respect of guarantees of borrowings and uncalled capital for the Group at 31 December 2001 (2000 £nil); the
maximum contingent liability for the Company, mainly on guarantees of borrowing by subsidiaries, was £2,308m (2000
£2,488m).

The Group is also subject to contingencies pursuant to environmental laws and regulations that in the future may require it to
take action ro correct the effects on the environment of prior disposal or release of chemical substances by the Group or other
parties. The ultimate requirement for such actions, and their cost, is inherently difficult 1o estimate, however provisions have been
established at 31 December 2001 in accordance with the Group’s accounting policy noted on page 65. It is believed thas, raking
account of these provisions, the cost of addressing currently identified environmenral obligations is unlikely to tmpair marterially
the Group's financial position and results of operations.

The Glidden Company {“Glidden™), a wholly owned subsidiary of 1Cl, is a defendant, along with former lead paint and pigment
producers as well as other lead produce manufacturers and their trade associations, in a number of suits in the Unired Srates, four
of which purpott to be class actions. These suits divide into two categories, first those seeking damages for alleged personal injury
caused by lead related products and second those secking the costs of removing lead-based paint.

Suits have been served on Glidden because an alleged predecessor company of Glidden manufactured lead pigments until the
1950’s and lead-based consumer paints until the 1960’s. Duc to the nature of the suits, Glidden is unable to quantify the amount
being claimed although the suits are likely to involve substantial claims for damages. Rulings adverse 1o Glidden could lead 10
additional claims.

The cases pending include a suir filed in 1989 by the New York Housing Authority in New York Srate courr secking the removal
of all lead-based paints from all buildings in two of the New York Housing Authority projects. A purported personal injury class
action suit filed tn August 1992 on behalf of all children alleged 1o be affected by lead-based paints is pending in the State court
of Ohio. and a purported personal injury class action on behalf of all children in the State of New York was filed in New York
State court in 1998. In 1999, the State of Rhode Island filed a suit seeking lead paint abarement and other moncrary damages
including costs of related governmental programmes, and similar suits were filed by the Ciry of St Louis, Missouri and the County
of Santa Clara, California in early 2000. Glidden is awaiting a decision from the Judge in the Rhode Island case on a number of
procedural matters. This decision is currently expected in early February 2002. The judge’s decision will be significant in
determining the likely overall timetable for the Rhode Island case and could advance the likely trial date. In additdon, two suits
were filed in Maryland in 1999. One of these is a purported class action seeking abatement of lead paint in Matyland and the
other is a personal injury suit on behalf of six allegedly injured minots. In mid 2000, two Texas school districis filed separate suits
secking the costs of removing lead-based paint and an individual action was filed in Chicago, lllinois secking medical monitoring
and damages for lead related illnesses. In the later part of 2000, two personal injury actions were filed in San Francisco, California
and Jefferson, Mississippi. Four other individual personal injury actions were filed in Baltimore, Maryland against Glidden and
other members of the lead industry, however, these actions have not been served on any of the defendants and no activity is
expected for the foreseeable future. Several US State legislatures have considered or are considering proposed legislation thar could
adversely affect Glidden’s position in pending or possible furure cases, including proposals that could add additional grounds for
legal liability or that would permit suits otherwise time-barred.
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In 2001, two Mississippi school districts filed separare suits seeking the costs of removing lead-based paint. The county of Harris,
Texas fled suit seeking lead paint abatement and other monetary damages, and a suit was also recently filed by the City of Newark,
New Jersey. One further individual personal injury action, in addition to the existing four, was filed in Baltimore, Maryland
against Glidden and other members of the lead industry, however, these Maryland acrions have not been served on any of the
defendants and no activiry is expected for the foreseeable future,

Glidden is aware that around 22 new cases were filed recently in New Jersey. Glidden is not currently named as a defendant in
those cases though it could be named in those or other cases in due cours,

Glidden believes that it has strong defences to all these claims and has denied all liability and will continue to vigorously defend
all actions.

ICI Chemicals and Polymers Limited (“CAP"), a subsidiary is involved in arbitration proceedings in Singapore regarding PTA
technology exchange and licence arrangements with PT Polyprima Karyareksa (Polyprima). Fees due under these arrangements
are being claimed against Polyprima who, in response, has claimed damages rotalling up o US$130m for alleged fraud, deceir,
misrepresentation and concealment, allegations which CAP rejects and intends to resist vigorously.

The Group is also involved in various other legal proceedings. principally in the United Kingdom and United States, arising out
of the normal course of business. The Directors do not believe thar the outcome of these other proceedings will have 2 material
effect on the Group’s financial position.

in recent years, the Group has carried out a programme of straregic disposals, in the course of which we have given to other
parties in these transactions certain indemnities, warranties and guarantees, including indemnities, warranties and guatantees
telating ro known and potential latent environmental, health and safety liabilities. There are also a number of contracts relating to
businesses which we exited as part of our disposal programme which have not been novared to the purchasers of these businesses.

In connection with the disposal of the Group’s Chlor-Chemicals business to Ineos Chlor, Ineos Chlor have made a £65 million
claim against the Group relating to expendiwre allegedly required in relation to the Runcorn site, which the Group is dispuring.
As yet, legal proceedings have not been commenced by Ineos Chlor but it is possible thar they will be in the near future. Ineos
Chlor has also approached the UK Department of Trade and Industry to seek Regional Selective Assistance for cerrain capiral
projects and is also seeking financial support from its parent company and the Group. 1C1 has recently received reports that Ineos
Chlor may seek to close part or al] of its business if this financial support is not forthcoming. If such a closure was 1o oceur, a
number of Chlor-Chemicals contracts in the Group’s name which have not yer been novaced to Ineos Chlor and certain
environmental liabilities could revert to the Group or be accelerated.

The Group’s 50 per cent. interest in Teesside Gas Transportation Ltd (TGT) was sold, during 1996, to its other sharcholder,
Enron Europe Lid (Enron) which is currently in administration. TGT contracted with the owners of a distribution network (the
CATS partes) for pipeline capacity for North Sea gas and the commitment is puaranieed severally on a $0:50 basis by the
Company and Enron (the present value of the commitment guaranteed by the Company is estimared at £174m). On the sale of
the Group’s interest in TGT to Enron the Company received the benefit of a counter guarantee from Enron’s parent, Enron
Corp. Enroen Corp. sought Chapter 11 bankruptey protection in the USA on 2 December 2001.

The Group's interest in Teesside Power Ltd (TPL) was sold on 31 December 1998 to Enron Teesside Operations Lid (ETOL).
TPL had previously contracted with certain gas sellers for the purchase of gas. Enron Corp. and the Company had guaranteed on
a several basis the liability of TPL to the gas sellers in the propartions 70 per cent. and 30 per cent. respectively.

On the sale of the Group's interest in TPL to ETOL, the Company received the benefit of a counter indemniry from ETOL and
a guarantee from Enron Corp. in respect of the Company’s 30 per cent. guarantee commitment to the gas sellers. The present
value of this commirment at the year end is estimated at £308m. The subsidiaries from which the Company has indemnities are
currently operating, The numbers quoted above are current estimates of the Company’s maximum potential liabiliry.

The Group has agreed wo provide or guarantee up te £100m of future financing to the Chlor-Chemicals business. These facilities
are available at market related rates, for 5 years and may, if necessary, be extended for a further 2 years. As ar 31 December 2001
Ineos Chlor had borrowed £35 million from the Company under these facilities. Subsequentdy, in January 2002, Ineos Chlor
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borrowed a further £15 million under this facility. The facilities together with Ineos Chlor’s obligation to assume various Chlor-
Chemicals contracts are secured in favour of the Group. While any of these liabilities remain outstanding, the Group has certain
rights under a shareholders” agreement including, in the event of an Ineos Chlor default, the right, for no considerarion, to take
control of Ineos Chior if the Group judges that it is in its best interests to do so. The Group’s 15 per cent. shareholding in
Chlor-Chemicals, which it intends to hold for ar least § years, is subject to put and call options in certain circumstances.

The only significant take-or-pay contract entered into by subsidiaries is the purchase of electric power, which commenced in the
second quarter of 1998, for 15 years. The present value of this commitment at the year end is estimated at £155 m.

The ultimate outcome of the matters described above is subject to many uncertaindes, including future events and the
uncertainties inherent in litigation. The Group has made provision in irs financial statements for such marrers to the extent losses
are presently considered probable and estimable. However, these matters involve substantial sums, and an unfavourable outcome
of one or more of these marters could have 2 material effect on the Group’s resulss of opetations, liquidity and financial position,

42. Related party transactions

The following information is provided in accordance with FRS No. 8 ~ Related Party Transactions, as being marerial transactions
with related parties during 2001.

Related party: Huntsman International Holdings LLC {HIH}, disclosed as a principal associate on page 90.

Transactions:

a)  Sales of naphtha and condensate to HIH amounted to £152m (2000 £201m; 1999 £128m).

b)  Purchases of ethylene and titanium dioxide from HIH amounted to £177m (2000 £153m; 1999 £97m).

c)  Amounts owed to the Group relating to the above transactions at year end amounted to £1m (2000 debtor £1m; 1999
debtor £10m),

Related party: Irish Fertilizer Industries, an equity accounted associate in Ireland.

Transactions: Loans totalling £5m (2000 £5m; 1999 £nil) have been provided to the associate by ICL. The maximum amount
outstanding during 2001 was £5m. Interest is payable at a rate of 72.37 basis points above the prevailing 2 year fixed rate.

ICT has also provided the associate with a revolving credit facility under which £3.1m has been borrowed. Interest is payable ar a
rate of 150 basis points above the prevailing 1 month Euro LIBOR rate. The maximum amount outstanding during 2001 was
£3.1m.

Related party: IC Insurance Lid and is subsidiaries, disclosed as a principal associate on page 90.

Transactions:
a)  Insurance claims serded by IC Insurance Lid with ICI amounted to £nil (2000 £0.2m; 1999 £1m).
b}  Funds on deposit with ICI Finance PLC amounted to £10m (2000 £10m; 1999 £10m).

43. Differences between UK and US$ accounting principles

"The accompanying Group financial statements included in chis report are prepared in accordance with United Kingdom Cienerally
Accepted Accounting Principles (UK GAAP). The significant differences berween UK GAAP and US Generally Accepred
Accounting Principles (US GAAP) which affect the Group’s net income and shareholders’ equity are set out below:

(a) Accounting for pension costs
Thete are five significant differences between UK GAAP and US GAAP in accounting for pension costs:

(i) SFAS No. 87, Employers” Accounting for Pensions, requires that pension plan assets are valued by reference to their fair
or marker refated values, whereas UK GAAT permits an alternative measurement of assets, which, in the case of the
main UK retirement plans, is on the basis of the discounted present value of expected future income streams from the

pension plan assers.

(i} SFAS No. 87, requires measurements of plan assets and obligations to be made as at the date of financial statements or
a date not more than three months prior to that date. Under UK GAAP, calculations may be based on the results of
the latest actuarial valuation.
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43. Differences hetween UK and US accounting principles {continued)

(iii) SFAS No. 87, mandates a particular actarial method — the projected unit credit method — and requires thac each
significant assumption necessary to determine annual pension cost reflects best estimates solely with regard to thar
individual assumption. UK GAAP does not mandate a particular merhod, but requires thar the method and
assumptions, taken as a whole, should be compatible and lead to the actuary’s best estimate of the cost of providing the
benefits promised.

{iv) Under SFAS No. 87, 2 negative pension cost may arise where a significant unrecognised net asset or gain exists ar the
time of implementation. This is required to be amortised on a straight-line basis over the average remaining service
period of employees. Under UK GAAP, the Group’s policy is not to recognise pension credits in its financial statements
unless a refund of, or reduction in, contributions is likely.

{v) SFAS No. 88, Employers’ Accounting for Settlements and Curtailments of Defined Benefir Pension Plans and for Termination
Benefits, requires immediate recognition of previously unrecognised gains or losses when certain events meeting the
definition of a plan sertlement ot curtaitment occur. Under UK GAAP, such gains or losses are recognised over the
expected service life of the remaining employees.

(b} Purchase accounting adjustments, including the amortisation and impairment of goodwill and
intangibles

In the Group's financial statements, prepared in accordance with UK GAAP, goodwill arising on acquisitions accounted for
under the purchase method after 1 January 1998 is capitalised and amoriised, as it would be in accordance with US GAAP.
Prior to that date such goodwill arising on acquisitions was and remains eliminated against retained earnings. Values were
not placed on intangible assets. Additionally, UK GAAP requires thar on subsequent disposal or closure of a previously
acquired asset, any goodwill previously taken direcdly to shareholders’ equicy is then charged in the income starement against
the income or loss on disposal or closure. Under US GAAP all goodwill would be capitalised in the Group balance sheet and
amonised through the income statement over its estimated life not exceeding 40 years. Also, under US GAAP, it is normal
practice to ascribe fair values to identifiable intangibles. For the purpose of the adjustments o US GAAP, included below,
identifiable intangible assets are amontised to income over the lower of their estimated lives or 40 years. Provision is made
where there is 2 permanent impairment to the cartying value of capiralised goodwill and intangible assets based on a
projection of future undiscounted cash flows.

{c) Capitalisation of interest

There is no requirement in the UK to capitalise interest and the Group does not capitalise interest in its Group financial
statemnents. Under US GAAP, SFAS No. 34 Capitalization of Interest Cost requires interest incurred as part of the cost of
constructing fixed assets to be capitalised and amortised over the life of the asser.

{d) Derivative instruments and hedging activities

In fune 1998 the Financial Accounting Standards Board {FASB) issued SFAS No. 133, Accounting for Derivative Instruments
and Certain Hedging Activities. In June 2000 the FASB issued SFAS No. 138, Accounting for Certain Derivative Instruments
and Certain Hedging Activities, an Amendment of SFAS 133 SFAS No. 133 and SFAS No. 138 require that all derivative
instruments be recorded on the balance sheet at thetr respective fair values. SFAS No. 133 and SFAS Ne. 138 are effective
for all fiscal quarters of all fiscal years beginning after June 30, 2000; the Group adopred SFAS No. 133 and SFAS No. 138
on January 1, 2001. In accordance with the transition provisions of SFAS 133, the Group recorded, at January 1 2001, a
net-of-tax cumulative-cffect-type increase of £4m in accumulated other comprehensive income within sharcholders’ equiry
to recognize at fair value all derivatives that were previously designated as cash flow hedging instruments. A fair value
adjustment increased debt by £35m which was offset by a corresponding amount to record derivatives previously designated
as fair value hedging instruments. All of the transition adjustment thar was recorded in accumulared other comprehensive
income has been reclassified into earnings as of 31 December 2001. The fair value adjustment ro debt is being amortised
over the period of the debr in accordance with the transitional rules. Upon adoption, the Group’s management decided not
to designate any of its derivative instruments as hedges for US GAAP accounting purposes. Derivatives previously designated
as cash flow and fair value hedges are now marked to market. Consequently, the Group’s earnings under US GAAT may be
more volatile because of the effect of derivative instruments. Under US GAAP the forward contracts 1o purchase the
Company’s Ordinary Shares by the employee share crust in order to hedge obligations in respect of options issued under
certain employee share option schemes, are recognised in the balance sheet at fair value with changes in the fair value,
recognised in net income.
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Differences between UK and US accounting principles {continued)

(e) Restructuring costs

Under UK GAAP, provisions are made for restructuring costs once a detailed formal plan is in place and valid expectations
have been raised in those affected thar the restructuring will be carried out. Provision is made for voluntary redundancy
payments to the extent that it is expected that volunteers will come forward. US GAAP requires a number of specific criteria
be met before resttuctuting costs can be recognised as an expense. Among these criteria is the requirement thar all significant
actions atising from the restructuring plan and cheir completion dates must be identified by the balance sheer date. Under
US GAAP voluntaty severance benefits are accrued when the terms are accepted by the individual employee. Also, to the
extent restructuring costs are related to the activities of the acquired company, US GAAP allows them to be recognised as a
liabilicy upon acquisition provided certain specific criteria are mer whereas UK GAAP does not. Accordingly, timing
differences arise berween the UK GAAP and US GAAP recognition of such costs.

(f} Foreign exchange

Under UK GAAP, on the sale of a foreign enterprise cumulative foreign exchange differences within reserves are not
considered in acriving at a gain or loss on disposal. Under US GAAP, on the sale of a foreign enterprise the cumulative
foreign currency differences within reserves are taken to net income in arriving at the gain or loss on disposal within net
income.

(g) Discontinued operations

Priot to the adoption of SFAS No. 144 as described below, the criteria for treatment of a disposal as a discontinued operation
under US GAAP is different from the criteria under UK GAAP. A description of the UK GAAP criteria and a list of
businesses which have been treated as discontinued operations under UK GAAP is included in note 1. Only the disposal of
Melinex polyester film operations, made prior to 1999 with final adjustments in 1999, met the criteria for discontinued
operations under US GAAP. For the purpose of the US GAAP reconciliation, net income has been allocated berween
continuing operations and discontinued operations based on the classification described in note 1 of the Group’s financial
statements after taking inte accounr the above differences. US GAAP Swaff Accounting Bulletin (SAB) Topic SE requires
that, inter alia, where material lender risk exists following disposal the entiry is not deconsolidated under US GAAP.
US GAADY accounting for the Chlor-Chemicals business may therefore differ from that under UK GAAP and may involve
applying an equiry method of accounting for any future losses that may arise. The approximate gross assets and gross
liabilities of Chlor-Chemicals are £150m and £150m respectively under UK GAAP.

{h) Employee share trust arrangements

An employee share trust has been established in order to hedge obligations in respect of options issued under certain
employee share option schemes. Under UK GAAP the Company’s Ordinary Shares held by the employee share trust are
included ac the lower of cost and estimated ner realisable value in fixed asset investments. Under US GAAP, such shares are
treared as treasury stock and included in shareholders’ equiry ar historic cost.

{i) Ordinary dividends

Under UK GAAP, the proposed dividends on Ordinary Shares, as recommended by the Directors, are deducied from
sharcholders’ equity and shown as a liability in the balance sheet ar the end of the period to which they relate. Under
US GAAP, such dividends are only deducted from shareholders” equity at the date of declaration of the dividend.

(i) Deferred taxation

Deferred taxation is provided on a full provision basis under US GAAT which requires deferred tax assets to be recognised if
their realisation is more likely than not. Under UK GAAP no provision is made for taxation deferred by reliefs unless there
is reasonable evidence that such deferred taxation will be payable in the foreseeable future.
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43. Differences between UK and US accounting principles (continued)

(k) Share compensation expense

In the Group’s consolidated financial statements prepared under UK GAAP no compensation expense is recognised in respect
of the Group's share option schemes. Under US GAAP compensation cost has been recognised for all options including
arrangements under the Group’s UK Sharesave scheme. The cost is calculated as the difference berween the option price and
the marker price at the end of the reporting period for all option plans including performance related criteria but excluding
the UK Sharesave scheme. In the Group’s UK Sharesave scheme, the cost is calculated as the difference between the option
price and the marker price at date of grant. The cost is amortised over the period from the date the options are granted to
the date they are first exercisable, that is, the vesting date. At 31 December 2001, the Group had a number of share-based
compensation plans, which are described in note 24 of the Group’s financial statements. The Group recognises compensation
costs for US GAAP purposes in accordance with the requirements of APB Opinion No. 25, Had compensation costs for the
Group’s share option plans been determined based on the fair value ar the grant date for awards under those plans consistent
with the method of SFAS No. 123 Accounting for Stock-Based Compensation, the Group's profit of £13m would have been
reduced to a profir of £#4m. The basic earnings per ADS share as reported of 1.8p would be 0.6p on a proforma basis
{1999 and 2000 nc material difference).

{i} New US Accounting Standards implemented in the period

In June 2001, the FASB issued SFAS No. 141, Business Combinations which supersedes APB 16, Business Combinations. SFAS
No. 141 eliminates the pooling-of-intetests method of accounting for business combinations and modifies the application of
the purchase accounting method. The elimination of the pooling-of-interests method is effective for transactiens initiated
after 30 June 2001. The remaining provisions of SFAS No. 141 will be effective for transactions accounted for using the
pucchase method that are completed after 30 June 2001. There were no businesses combinations completed after 30 June
2001 and hence the adoption of this standard did not have an impact on the financial statements.

{m)} New US Accounting Standards and pronouncements not yet effective

In June 2001, the FASB issued SFAS No. 142, Goodwill and Intangible Assets, which supersedes APB 17, Intangible Assets.
SFAS No. 142 eliminates the current requitément to amottize goodwill and indefinite lived intangible assets, addresses the
amortization of intangible assets with a defined life and the annual impairment testing and recognition for goodwill and
intzngible assets. SFAS No. 142 will apply to goodwill and intangible assets arising from transactions completed before and
after the effective date. SFAS No. 142 is effective for 2002, The Group has goodwill of £613m under UK GAAP
and £3,757m under US GAAP. The Group has nor yet evaluared the effect of this Standard on the financial statemencs.
Were an impairment to arise from such an evaluadion it could be significant. US GAAP net income for the year ended 31
December 2001 and 2000 includes a charge of £164 million and £158 million, respectively, of goodwill and intangible assex
amortisation.

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations. SFAS No. 143 requires the
Company to record the fair value of an asset retirement obligation as a liability in the period in which it incurs a legal
obligation associated with the retirement of tangible Jong-lived assers thar result from the acquisiion. construction,
development and/or normal use of the assets. SFAS No. 143 is applicable for 2003. The Group has not yet evaluated the
effect of this Srandard on the financial statements.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of lLong-Lived Assers.
SFAS No. 144 requires long-lived assets to be reviewed for impairment whenever events or changes in circumstances indicate
thar the carrying amount of an asset may not be recoverable. Recoverability is measured by a comparison of the carrying
amount to future net cash Haws expected o be generated by the asser. SEAS No. 144 requires companies to report separacely
discontinued operations and extends that reporting to a component of an entity chat either has been disposed of or is
classified as held for sale. SFAS No. 144 is applicable for 2002, This standard will impact the presentation of any operations
which are discontinued after January 1 2002 and recognition of future impairment of long-lived assets.

In May 2000, the Emerging Issues Task Force (EITF) reached a consensus on Issue 00-14, Accounting ﬁ;r Cerratn Sales
Incentives. EXTF 00-14 addresses the recognition and income statement classification of various sales incentives. Among its
requirements, the consensus will require the costs related to consumer coupons currently classified as marketing costs to be
classified as a reduction of revenue. In April 2001, the EITF delayed the effective date for this consensus to 2002. The impact
of this consensus on the financial statements has not been evaluared. However, any impact will be limired 1o a reduction of
revenue and operating costs by like amouns, there will be no effect on net income.
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In April 2001, the EITF reached a consensus on lssue 00-25, Vendor Income Statement Characterization of Consideration Paid
to & Reseller of the Vendor’s Producss. EITF 00-25 addresses the income statement classification of considerarion, other than
that directly addressed in Issue 00-14, from a vendor to a reseller, or another party that purchases the vendor’s products.
The consensus requires most of the Group’s customer promotional incentives currently classified as marketing costs to be
classified as a reduction of revenue. The impact of this consensus, effective in 2002, on the financial statements has not been
cvaluated. However, any impact will be limited to a reduction of revenue and operaring costs by like amounts, there will be
no effect on net income.

43, Differences between UK and US accounting principles (continued)

The following is a summary of the material adjustments to net income and sharcholders’ equity which would have been required
if US GAAP had been applied instead of UK GAAP:

2001 2000 1999
fm fm £m
Ner income (loss} after exceptional items - UK GAAP 121 (228) 252
Continuing operations 109 298 137
Discontinued operations 12 (526) 115
Adjustments to conform with US GAAP
Pension expense (37) (108) (100)
Purchase accounting adjustments
Aarrtisation of goodwill and intangibles (127) (123) {124)
I sosals and other adjustments - 6 14
Ui’ﬁrr disposal adjustments 10 (9) 2
Employee share trust arrangements 22 2 -
Capiralisation of interest less amorisation and disposals (2) (18) (65)
Derivative instruments and hedging activities 49 (8) -
Restructuring costs 5 (19) (33)
Foreign exchange - (14) {50)
Share compensation expense 1 (5) -
Orhers 2 2 2
Deferred taxation
Arising on UK GAAP results (41) 21 79
Arising on US GAAP adjustments 10 45 76
Total US GAAP adjustments (108) (228) (199)
Net income (loss} — US GAAP 13 {456) 53
Conrinuing operations 13 (456) 13
Discontinued operations - - 40
pence pence pence
Basic and dilured net earnings {net loss) per Ordinary Share in accordance with US GAAP 1.8 (63.2) 7.3
Continuing operations 1.8 {63.2) 1.8
Discontinued operations - - 5.5

For US GAAP, the segmentation follows that of UK GAAP with the exception of adjustments made between Continuing and
Discontinued operations so that the segmentation under US GAAP satishes APB 30.

For the purposes of segmental disclosures under UK GAAP, reference should be made 1o page 73 where there is a description of
each class of business.
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43. Differences between UK and US accounting principles (continued)

Balance sheet
line item 2001 2000
notes* £m £m
Shareholders’ funds — equity, as shown in the Group Balance Sheet — UK GAAD (283) (216)
Adjustments to conform with US GAAP
Pension expense 2 (510} (487)
Pension costs 4 (26) a2
Putchase accounting adjustments, including goodwill and intangibles ! 3,320 3,417
Disposal accounting adjustments 4 (28) {38)
Capiralisation of interest less amortisation and disposals I 43 45
Derivarive instruments and hedging activities 2 41 (8}
Restructuring provision 4 7 2
Employee share trust arrangements I (30 (54}
Ordinary dividends 3 72 142
Share compensation expense 3 - (3
Other 3 {4) (6)
Deferred taxation 4 (349) (292)
Deferred taxation 2 315 340
Total US GAAP adjustments 2,851 3,044
Sharcholders’ equity in accordance with US GAAP 2,568 2,828

* Relevant balance sheet line items included above to facilitate comparison betnween UK GAAP and US GAAP: 1. Tangible
foxed assets 2. Debrors 3. Creditors 4. Provision for Liabilities and charges

The effect of applying US GAAP to items other than these directly affecting ner income or shareholders’ equity is dealt with in
other notes relating to the accounts. The disclosures required by SFAS No. 130 Reporting Comprebensive Income have been made
in the Group’s financial statements in the statement of total recognised gains and losses and note 25.

Pensions and other post-retirement benefits (US GAAP)

For the purposes of the disclosure in accordance with US GAAP, the pension cost of the major UK retitement plans and of the
retirement plans of the major non-UK subsidiaries have been restated in the following tables, on a Group basis, in accordanee
with the requirements of SFAS No. 87 — Employers’ Accounting for Pensions and of SFAS No. 132 — Employers’ Disclosures about
Pensions and Other Pose-Retirement Benefits. The actuarial liabilities of these plans comprise a substandial portion of the Group
total.

Assumed discount rates and rates of increase in remuneration used in calculating the projected benefit obligarions together with
long-term rates of return on plan assets vary according to the ecenomic conditions of the country in which the retirement plans
are situated. The weighted average rates used in the Group’s major pension plans for SFAS No.87 purposes in the Group are
shown in the table below, together with the assumptions relating te other post-retirement benefir plans.

Other
post-retirement
Pension benefits benefits
2001 2000 2001 2000
% % % %
Discount rate 5.9 5.9 7.4 7.5
Expected long-term rate of return on assets 5.9 6.2
Long-term rate of increase in remuneration 4.0 3.6
Initial post-retirement benefits trend rate(s) 7.5 - 4.0 8.0 - 45

o Assumed ro decrease gradually to 4.0 per cent. by the year 2008 and remain ar that level thereafer.
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43. Differences between UK and US accounting principles (continued)

The net periodic benefit cost for the major retirement plans under SEAS No. 87 and SFAS No, 88, and in respect of other post-

retirement benefits SFAS No. 106, comprised:

Pension benefits

Cther post-retirement

benefits

B o o oW om o
Components of net periodic benefit cost
Service cost 61 75 101 4 4 6
Interest cost 462 452 437 12 12 il
Expected return on plan assets for period (487) {540} (471) (1) - -
Amortisation of prior service cost 15 23 30 (1) - -
Amortisation of transition amount 3 3 4 - - -
Recognised net actuarial loss 18 7 44 (N (1) (1)
Recognised on termination/curtailment/settdlement benefits 49 144 171 (3) (2) {13}
Net periodic benefit cost 121 164 316 10 13 3

The net periodic benefit cost includes £51m (2000 £129m) for contractual terminations which are included within the relevant
UK GAAP statutory headings.
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43. Differences between UK and US accounting principles (continued)
Pensions and other post-retirement benefits {continued)

The funded status of the Group’s major post-retirement plans, covering both continuing and discontinued operations, under SEAS No.87
and SFAS No. 106 is as follows:

Other
post-retirement
Pension benefits benefits
2001 2000 2001 2000
£m £m £m £m
Change in benefir obligations
Benchit obligation at beginning of year 8,045 7,636 178 166
Service cost 61 75 4 4
Interest cost 462 452 12 12
Participants’ contributions 5 7 - -
Plan amendments 1 1 {5} ]
Acwarial loss (gain) (86) 383 3 (12)
Business combinations - - - 10
Divestitures (8) (4} (3) )
Curtaifments - (3) - (2)
Settlements {32) (202) - -
Termination benefits 51 127 - 2
Exchange 6 54 3 13
Benefit payments {535) (501) (14) (12)
Bencfit obligation at end of year 7,970 8,043 178 178
Change in plan assers
Fair value of plan assets at beginning of year 8,159 8,169 10 -
Acwal return on plan assets {162} 328 2 1
Business combinztions - B - 10
Divestitures (6) (3} - -
Settlements (27) {198) - -
Employcr's contributions 124 298 12 10
Paricipants’ contributions 5 7 - _
Exchange 11 59 - 1
Benefit payments (335) {501) (14) (12)
Fair value of plan assets at end of year 7.569 8,159 10 10
Funded status
Funded status at end of year {401) 114 {168) (168)
Unrecogrised net actuarial loss (gain) 327 (197) (23) (31)
Unrecognised transition amount 35 44 - -
Unrecognised prior service cost 48 67 (8 -
Adjustment 10 recognise minimum liabiliy (37) (5) - -
Intangible assets (8) 2) - -
Other 3 2 - -
Net amount recognised (33 23 (199) (199)
Prepaid benefit cost 8 88 - -~
Accrued benefit cost (234) (63) {199) {199}
Intangible assers 43 - - -
Accumulated other comprehensive income 148 - - -
Neu (Liability) asser recognised (33 23 {199) (199}

Plan assets consist primarily of investments in UK and overseas equity and fixed interest securities.

The rotal benefic obligation at the ¢nd of 2001 for the major pension plans where the benefic obligations exceed plan assets was £7,622m and the
fair value of the plan assets for such plans was £7,237m. The total accumulated benefit obligation at the end of the year for major pension plans
with accumulated benefit obligations in excess of plan assets was £7,304m and the fair value of plan assets for such plans was £7,080m.

At the end of 2000, the toral benefit obligation for the major pension plans where the benefir obligarions exceed plan assets was £440m and the
fair value of the plan assets for such plans was £336m. The total accumulated benefic obligation ar the end of 2000 for major pension plans with
accumulated benefit obligadons in excess of plan assets was £80m and the fair value of assets for such plans was £34m.
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44. Valuation and qualifying accounts

Balance at Additions charged to Deductions Balance at
1 January Cost and Other 31 December
m O £m £m
1999
Allowance for stocks 39 9 (5} 43
Allowance for doubtful accounts 87 16 - (23) 80
Allowance for losses (deducted from investments) - - - - -
126 25 - (28) 123
2000
Allowance for stocks 43 11 9 45
Allowance for doubtful accounts 80 9 - 29) 60
Allowance for losses {deducred from invesrments) - - - - -
123 20 - (38) 105
2001
Allowance for stocks 45 12 (14) 43
Allowance for doubtful accounts 60 19 - {12) 67

Allowance for losses (deducted from investments) - - - - _
105 31 - (26) 110
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principat subsidiary undertakings

at 31 December 2001

Class of Held bcv Principal activities
capital ICI
%
UNITED KINGDOM
ICI Chemicals & Polymers Lid Ordinary 100% Manufacwre of surfactants and caralysts
England
ICl Finanee PLC Ordinary 100% Financial services
England
Quest Lnternational Flavours, Food Ordinary 100t Manufacture of flavours, food ingredients and fragrances
Ingredients and Fragrances UK Lid

England
CONTINENTAL EUROPE
Deutsche ICI GmbH Ordinary 100t Manufacture of catalysts, paints, specialry starch, adhesives
Germany and oleochemicals
Quest International Nederland BY Oxdinary 106t Manufacture of flavours and food ingredients
The Netherlands
Unichema Chemie BV QOrdinary 100t Manufacture of specialty oleachemicals and derivatives
The Netherlands
THE AMERICAS
ICI American Holdings Inc Common 1004 Holding company
UsSA
The Glidden Company Commeon 1001 Manufacture of paints
USA
Indopco Inc Common 100t Manufacture of adhesives, specialty starches, electronic matertals,
usa food ingredients and flavourings, fragrances, oleochemicals, Tesins

and specialty chemicals
ICI Canada Inc Commen 1004 Manufacture of paints; merchanting of ICI products
Canada Preference 100t
Tintas Coral Ltda Ordinary 1001 Manufacture of pains
Brazil
ASIA PACIFIC
ICI India Ltd Equity” 51 Manufacrure of paints, surfactans, catalysts, adhesives, industrial
india explosives, rubber chemicals, nitrocellulose and pharmaceuricals
(Accounting date 31 March;
reporting date 31 December)
ICI Pakistan Led Ordinary* 76t Manufacture of polyester staple fibre, soda ash, paints,
Pakistan specialty chemicals, formulation of agrochemicals and

pelyurethanes; marketing of toll manufactured

and imported pharmaceuticals and animal health

products; merchanting of general chemicals
Pakistan PTA Ltd Ordinary* 76t Manufacture of pure rerephrhalic acid
[rakistan
Nippen NSC Lid Common 100t Manufacture of adhesives and specialty synchetic polymers;
Japan sale of specialty starches
National Starch and Chemical Ordinary 100 Manufacture of specialty starches

{Thailand} Lid
Thailand

* Lisced tHeld by subsidiaries

The country of principal operations and registration or incorparation is stated below each company. The accounting dates of principal subsidiasy
undercakings are 31 December unless otherwise stated.

The companies listed above are those whose results, in the opinien of the Directors, principally affected the profits or assets of the Group. A full
list of subsidiary undertakings and associates at 31 December will be annexed to the next annual return of the Company to be filed with the

Registrar of Companies.
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An investment in ICT Shares involves risks. ICI Shareholders should carefully consider all of the information in this
document and, in particular, the investment considerations described below before deciding to invest in new ICI

Shares.

The following describes some of the significant risks that could affect ICI. Additionally, some risks may be unknown
to [CI and other risks, currently believed to be immaterial, could turn out to be marerial. All of these could materially
adversely affect ICI’s business, results of operations, cash flow, financial condition, turnover, profits, assets, liquidity
and capital resources. Furthermore, the trading price and liquidity of ordinary shares could decline, in which case
ICI Shareholders may lose part or all of their investment. The investment considerations described befow should also
be considered in connection wich the warning regarding forward-looking statements on page 2 of this document.

Risks Relating to IC!’s Business

The Group operates in competitive markets. If the Group does not continue to compete in its
markets effectively by developing innovative products and responding effectively to the
activities of its competitors, the Group could lose customers and its results of operations could
be adversely affected.

The Group has a wide portfolio of business units competing across a diverse range of geographic and product
markets. The Group’s business may be adversely affected if it does not continue to develop innovative products that
satisfy customer needs and preferences, develop new technology or enhance existing technology that supports product
development or provides cost or other advantages over its competitors, and attract and retain skilled employees that
are key to creating new products. Because the Group is subject to price competition from its competitors, it must
also continue to sartisfy these objectives while mainraining a competitive cost base.

In addition, sume of the Group’s competitors in certain markets are larger and have greater financial resources than
the Group, which may enable them to deliver products on more attractive terms or to invest larger amounts of capital
into their businesses, including expenditures for research and development. If any of the Group's current or future
competitors develop proprietary technology that enables them to produce new products or services or to deliver
existing products or services at a significantly lower cost, the Group’s products and services could be rendered
uneconomical or obsolete.

While some of the Group’s product range comprises products and services that are protected by proprietary
knowledge or patents, some of the Group’s businesses use technology thart is widely available. Accordingly, certain
product segments of the Group’s business may be vulnerable to new competitors and may be adversely affected by
increased price competition. Any of these developments could lead to a loss of customers and could adversely affect
its results of operations.

The price volatility of some of the Group’s raw materials could adversely affect its results of
ope - .fons.

The up uses significant amounts of various chemicals 2nd other materials as raw materials in manufacturing its
products. Prices for some of these raw materials are volatile and are affected by cyclical movements in commodity
prices, availability of such raw materials, demand for a variety of products which are produced using these raw
materials, levels of price competition among local and global suppliers and general economic conditions. The Group's
diverse portfolio of value added produces provides some ability to pass on higher inpur prices to its customers, but
this ability is, to a large extent, dependenr upon market conditions. There may be periods of 1ime in which the Group
is not able 1o recover increases in the cost of raw materials for some products due to weakness in demand for such
products or the actions of its competitors. This may adversely affect the Group's results of operations.

The occurrence of major operational problems could have an adverse effect on its results of
operations and cash flow.

The Group’s revenues are dependent on the continued operation of its various manufacturing facilities. Operational
risks include:
*  cquipment failure,
»  failure o comply with applicable regulations and standards and to maintain necessary permits and
approvals,
*  raw material supply disruptions,

*  labour force shortages or work stoppages,
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»  events impeding or increasing the cost of transporting the Group’s products,
*  natural disasters, and

*  terrorist attacks.

While the Group maintains insurance at levels that it believes are typical for its industry, some of these operational
risks and problems could result in uninsured losses or labilities or in losses and liabilities in excess of the Group’s
insurance coverage. The occurrence of major operational problems resulting from the above or other events may have
an adverse effect on the results of operations of a particular manufacruring facility, or with respect to certain of these
risks, the results of operations and cash flow of the Group as a whole.

The Group derives a significant percentage of its revenue in some of jts businesses from sales
to major customers, and if it is unable to retain these customers, its results of operations could
be adversely affected.

While no single customer accounted for more than 5 per cent. of the Group’s sales in 2001, sales 1o major customers
in some of the Group's businesses, particularly in the Paints and Quest businesses, are significant. The Group
believes, that the wide selling range and nature of the specialty products it supplies reduce the potential adverse
consequences of the loss of business from any one customer for any one of its products or in any onc of its businesses.
Nevertheless, the loss of major customers, without replacement, could have an adverse effect on the Group's results
of operations.

The Group’s reliance on key suppliers in some of its businesses could result in an adverse effect
on jts results of operations.

Some of the Group’s business unirts rely on a small number of suppliers for their key raw materials. If any of these
suppliers is unable to meet its obligations or increases its prices, the Group may not be able to find a replacement
supplier that is able to provide such raw materials on similar terms. Consequently, we may be forced to pay higher
prices to obtain raw materials, which it may not be able to pass on to its customers in the form of increased prices
for its finished products. In addition, some of the raw materials the Group uses may become unavailable, and there
can be no assurance that the Group will be able to obtain suttable and cost effective substitutes. Furthermore, any
consolidation in the industries that supply the Group's raw materials could further reduce the number of available
suppliers. Any interruption of supply or price increases caused by these or other factors, which the Group is not able
to mitigate by securing satisfactory replacement suppliers, could have an adverse effect on its results of operations.

The Group’s indebtedness and leverage could reduce its operational and competitive flexibility,
increase its vulnerability to adverse economic and industry conditions, increase its interest costs
and adversely affect its results of operations and cash flow.

The Group's outstanding net indebtedness amounted to £2.9 billion as of 31 December 2001. The Group’s
indebtedness could affect it in adverse ways, in particular by requiring ir to dedicate a significant portion of its
operational cash flow to service payments on such indebtedness, and by limiting its abilicy to borrow additional funds
or refinance existing indebtedness on attracuve terms. Furthermore, the Group’s indebredness could increase its
vulnerability to adverse economic and industry conditions, limit its ability to fund future capital expenditures,
rescarch and development and other general corporate requirements and limit its fexibiliry to react to changes in its
business and the industries in which it operares.

In addition, like many other companies, the Group is dependent on its ability 1o obtain shori-term financing to fund
a portion of its financing requirements. Whilst, ar 1 February 2002, the latest practicable date ptior 10 publication of
this document, the Group had access to £1.5 billion in commited and undrawn bank facilities, any limitation on its
ability to access short-term financing could increase its interest costs and could adversely affect its results of operations
and cash flow.

A decision by the rating agencies to downgrade the Group’s credit rating would reduce its
funding options, increase its cost of borrowings and have an adverse impact on its results of
operations and cash flow.

The Group is currently rated investment grade by the major US rating agencies. However, certain of these ratings
agencies have recently indicared to the Group that its credit rating could be downgraded in the furure if it does not
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take acrion to reduce its indebtedness. The Group has therefore undertaken this rights offering and decided to divest
Synetix in order to maintain its investment grade credit rating. Nevertheless, a number of factors, some of which are
not within the Group’s control, may, individually or in combination, affect the rating agencies’ view of its credit
profile and lead them to place it on credit watch or downgrade its credit rating, including;

+  the failure to reccive sales proceeds from the disposal of Synetix or other non-core businesses or assets
within a time period that is acceptable to the rating agencies,

*  asignificant deterioration in the Group's trading position,
*  asignificant deterioration in the economic environment in which the Group operates,
¢ the incurrence of substantial costs arising from the Group’s contingent liabilities, or

»  the occurrence of any of the events described in the other risk factors contained in this prospectus.

While the Group expects to maintain its investment grade credit rating, it cannot assure sharcholders that this will
occur. Any downgrade of the Group’s credit rating would reduce its funding options, including a loss of access to
the major commercial paper and money markets, significantly increase its cost of borrowings and have an adverse
effect on its results of operations and cash flow.

Recently disposed businesses may expose the Group to costs that could have an adverse effect
on its results of operations, cash flow and financial condition.

In recent years, the Group has carried out a programme of strategic disposals, in the course of which it has given to
other patties in those transactions certain indemnities, warranties and guarantees, including indemnities, warranties
and guarantees relating to known and potential latent environmental, health and safety liabilities. There are also a
number of contracts relating to businesses that the Group exited as part of its disposal programme which have not
been novated to the purchasers of these businesses,

In connection with the Group’s disposal of its Chlor-Chemicals business to Ineos Chlor, Ineos Chlor has made a
£65 million claim against the Group relating to expenditure allegedly required on the Runcorn site, which ICI is
disputing. As yet, legal proceedings have not been commenced by Ineos Chlor but it is possible that they will be in
the near future. Ineos Chlor has also approached the UK Department of Trade and Industry to seek Regional
Selective Assistance for certain capital projects and is also secking financial support from its parent company and the
Group. The Group has recently received reports that Ineos Chlor may seck to close part or all of its business if this
financial suppaort is not forthcoming. If such a closure were 1o occur, a number of Chlor-Chemicals contracts in the
Group’s name which have not yet been novated to Ineos Chlor and certain environmental fiabilities could revert to
the Group or be accelerated.

In connection with the sale of the Group's interests in Teesside Gas Transportation Lid and Teesside Power Lid 1o
Enron Teesside Operations Ltd, the Group received counter guarantees from Enron Corp. for guarantees that it had
given (and which currently remain in place) for certain pipeline capacity and gas purchase contracts. While the two
businesses for which the Group has provided these guarantees continue to operate normally, Enron Corp. has filed
for Chapter 11 bankruptcy protection in the United States. As of 31 December 2001, the estimate of the Group’s
maximum potencial liability under these guarantees was £482 million.

The extent to which the Group will be required in the future to incur costs under any of the indemnifications,
warranties, guarantees or contracts discussed above or any similar contractual provision which the Group entered
into in connection with its disposal programme, is not predictable and, if the Group should incur such costs, the
costs could have an adverse effect on its results of operations, cash flow and financial condition.

In December 2001, the Group agreed new arrangements with Huntsman Specialty Chemicals Corporation
(“HSCC") relating to the completion of the sale of the Group’s sharcholding in Huntsman International Holdings
LLC, or HIH, to HSCC, under which HSCC is required to pay the Group the sale proceeds in the third quarter of
2003. Any delay or failure by HSCC in complering this purchase could have an adverse effect on the Group’s cash
fiow and financial condition.

Risks associated with the Group’s international operations could adversely affect its results of
operations.

The Group is an international business with operations located in over 50 countries and conducts business in many
currencies. These operations are subject to the risks associated with international opertations which include:

+  slowdown or recession in global, regional or national economic growth,




PART 5 - Investment Considerations

»  tariffs and trade barriers,

*  exchange controls,

»  flucruations in national currencies,

«  social and political risks,

*  national and regional labour disputes,

*  required compliance with a variety of foreign laws, regulations and standards, and

«  the difficulty of enforcing legal claims and agreements through some foreign legal systems.

Furthermore, the Regional and Industrial Businesses are subject to cyclical fluctuations in the industries and
economies in which they operate. Finally, like all international businesses the Group faces the risk of exposure when
costs arise in a different currency than sales and the risk arising from the need to translate foreign currency
denominated profits into pounds sterling, its reporting currency. Any of the risks discussed above could adversely
affect the Group's results of operations.

Economic, social and political conditions in developing economies could adversely affect the
Group’s results of operations and future growth.

The Group has operations in many developing economies in Asia and Latin America, and its strategy includes
continuing to expand its business in these regions. However, many developing economies have recent histories of
economic, social and political instability brought about by a number of factors, including:

»  unexpected changes in local laws, regulations and standards,

*  substantial depreciation and volarility in national currencies,

«  the imposition, of trade barriers, and

*  wage and price controls.

Any of these factors could adversely affect the Group’s results of operations and future growth. In particular, our
businesses in Argentina and Brazil have been, and may continue to be, affected by recent economic conditions in
those countries. Any of these factors could adversely affect the Group’s results of operations and future growth.

The Group’s exposure to consumer markets exposes it to legal risks, regulation and potential
liabilities from product liability claims asserted by consumers which could have an adverse effect
on its results of operations and financial condition.

A significant proportion of the Group’s products is sold directly or indirecdy to end-user consumers, even if the
Group does not itself provide these produets directly to consumers. This exposure to consumer markets expaoses the
Group 1o legal risks, regulation by relevant authorities and poteniial Habilities to consumers of these products, which
may not be covered by the Group's existing insurance coverage or may exceed its insurance coverage. Any of these
factors could have an adverse effect on the Group's results of operations and financial condition.

Certain companies in the Group are defendants in various lawsuits which, if successfully
asserted against them could have an adverse effect on the Group's results of operations and
financial condition.

Cerrain companies in the Group are defendants in various lawsuits. These lawsuits concern issues such as alleged
product liability, contract disputes and property damage maiters. For 2 more detailed discussion of these lawsuits, see
“Litigation” in paragraph 13 of Part 6 of this document. One of the Group's subsidiaries, Glidden, is a defendant,
along with other former lead paint and pigment producers as well as other lead related products manufacturers and
their trade associations. in a number of lawsuits in the United States, including class action fawsuits and lawsuits by
state and municipal authorities. Lawsuits have been served on Glidden because an alleged predecessor company of
Glidden manufactured lead pigments until the 195(0°s and lead-based consumer paints until the 1960’s. Due 1o the
nature of the suits, Glidden is unable to quantify the amount being claimed although the suits are likely to involve
substantial claims for damages. These lawsuits mainly relate o alleged injury caused by lead related products or for
the costs of removing lead based paint. Rulings adverse to Glidden could lead to additional claims. Glidden is
currently awaiting a decision from the judge in 2 lawsuit filed by the State of Rhode Island in 1999 secking lead
paint abatement and other monetary damages. This decision is currently expected in early February 2002, This
decision will be significanc in determining the likely overall timetable for the Rhode Island case and could advance
the likely trial date. Glidden is also aware of approximately 23 new cases that were filed recendy in New Jersey,
including a lawsuit filed by the City of Newark secking lead paint abatement and other monetary damages. While
Glidden has only been named in the City of Newark case, and is not currently named as a defendant in the other 22
cases it could be named in those or other cases in due course. The successful assertion of claims made under these or
other current or future lawsuits could have an adverse effect on the Group’s results of operations and financial
condition.
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Violations of environmental, health and safety and other laws, regulations and standards could
restrict the Group’s operations, expose it to liability, increase its costs and have an adverse
effect on its results of operations, cash flow and financial condition.

The Group is subject to a broad range of laws, regulations and standards in each of the jurisdictions where it operates,
relating to pollution, the health and safety of employees, protection of the public, protection of the environment and
the generation, storage, handling, transportation, treatment, disposal and remediation of hazardous substances and
waste materials. These regulations and standards are becoming increasingly stringent. For example, the U.S.
Comprehensive Environmental Response, Compensation and Liability Act, or CERCLA, imposes liability, without
regard to fault or the legality of a party’s conduct, on certain categories of persons (known as “potentially responsible
partics™) who are considered to have contributed to the release of hazardous substances into the environment. In the
ordinary course of business, the Group is subject to inspections and meonitoring by the appropriate enforcement
authorities. The Group also requires relevant permits and approvals for its operations which require compliance with
their terms and which may be subject to renewal, modification and, in some circumstances, revocation.

It is the Group’s policy to require that all of its subsidiaries comply with relevant laws, regulations and standards.
However, violations of applicable laws, regulations and standards, in particular, provisions of environmental, health
and safety laws (including spills or other releases of hazardous substances to the environment) or of permit or approval
requirements, could result in restrictions on the operation of the Group’s facilities, damages, fines or other sanctions,
increased costs of compliance as well as repurational damage. The Group is also subject to environmental laws and
regulations, principally in respect of soil and groundwater remediation, that in the future may require it to take action
to correct effects on the environment of prior disposal or release of chemical substances by the Group or other parties.

The Group has established provisions in respect of future environmental, health and safety liabilities that are not
covered by enforceable indemnities from third parties, for which expenditure is probable and the cost of which can
be estimated within a reasonable range of outcomes. These actual and potential liabilities, however, are inherently
difficult to predict and to quantify. Existing provisions could therefore be inadequate to cover these liabilities and
additional costs to meet such acrual and potential obligations could have an adverse effect on the Group's results of
operations, cash flow and financial condition.

The Group has given undertakings and guarantees relating to pension funds, including the
solvency of the ICi UK Pension Fund, which could have an adverse effect on its results of
operations and cash flow.

The Group provides retirement benefits for the majority of its former and current employees through a variety of
defined benefit and defined contribution schemes. These include the ICI UK Pension Fund, which is the Group’s
largest defined benefit scheme and which, at 31 December 2001, had liabilities of approximately £6.7 billion. This
fund accounts for approximately 85 per cent. of the Group’s retirement benefit schemes by asser value and projected
benefit terms and covers approximately 84,000 former and current employees in the UK. The Group has guaranteed
the solvency of the ICl UK Pension Fund and is currently making additional contributions to it of £30 million per
year until 31 March 2006 to cover past funding shortfalls. These funding shortfalls were identified at the last actuarial
valuation at 31 March 2000 and at that date amounted to 2 per cent. of the liabilities. At 31 December 2001, over
70 per cent. of the fund’s assets were invested in fixed-income securities, which should reduce volatility in the market
value of the fund. The balance of the fund’s assets was invested almost exclusively in equities. Accordingly, the Group
is exposed to the financial performance of its retirement benefit schemes and particularly to the financial performance
of the ICI UK Pension Fund. In the event that the market value of ICI UK Pension Fund’s assets declines in relation
to its liabilities, the Group may be required to increase its additional contributions to cover any further funding
shortfalls in the 1C1 UK Pension Fund. This could have an adverse impact on the Group’s results of operations and

cash flow.

Risks Relating to the Offering

A shareholder may not revoke his acceptance of the offer.

Once a shareholder accepts the offer, he may not revoke his acceptance of those rights.
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If a shareholder does not accept the offer of Nil Paid Rights, he may not be entitled to any
consideration in certain circumstances.

The Group has made arrangements under which the Underwriters, within the two-day period following the
expitation of the offer period, will attempt to find investors for shares not taken up by shareholders. However, if the
Underwriters are unable to find investors for such shares or are unable to achieve a specified premium over the Issue
Price and the related expenses of procuring such investors, the sharcholder will not receive any consideration for the
Nil Paid Rights he has not taken up. Furthermore, any consideration that ADS helders may receive in such
circumstances could be reduced as a result of the currency fluctuations described below.

The Group may offer additional ordinary shares or ADSs in the future and these and other sales
may adversely affect the market price of outstanding ordinary shares and ADSs.

The Group has no current plans for a subsequent offering of its ordinary shares or ADSs or of rights to subscribe for
its ordinary shares or ADSs. However, it is possible that the Group may decide to offer additional ordinary shares in
the future, including ordinary shares in the form of ADSs, for example to effect an acquisition. In addition, the
granting of employee stock options in respect of ordinary shares or ADSs is an integral element of the Group’s
compensation policies. An additional offering of ordinary shares or ADSs by the Group, significant sales of ordinary
shares or ADSs by employees or major sharebolders, or the public perception thar an offering or sales may occur,
could have an adverse effect on the markert price of outstanding ordinary shares or ADSs.

Currency fluctuations may adversely affect the trading prices of the Group's ordinary shares and
ADSs and the value of any distributions it makes.

Because the Group’s ordinary shares are traded in pounds sterling and the ADSs are traded in U.S. dollars,
fluctuations in the exchange rate between pounds sterling and the U.S. dollar may affect the U.S. dollar value of a
shareholder’s investment. In addition, when the Group makes distributions on its ordinary shares in pounds sterling,
the ADS depositary converts these distributions to U.S. dollars. If exchange rates fluctuate before the ADS depositary
converts the currencies, a shareholder may lose some of the value of the distribution.
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1.

Responsibility

The Directots, whose narnes appear on page 4 of this document, accept responsibility for the information contained
in this document. To the best of the knowledge and belief of the Directors (who have taken all reasonable care to
ensure that such is the case), the information conrained in this document is in accordance with the facts and does
not omit anything likely to affect the import of such information.

2.
(a)
{b)

()
3.
€Y

(b)

{c)

{d)

(B

(&

Incorporation and activities
ICI is incorporated in England and Wales.

The registered and head office of 1CI is Imperial Chemical House, Millbank, London SW1P 3]F. It is intended
that in March 2002, the registered office will be changed to 20 Manchester Square, London, W1U 3AN.

ICI is the parent company of the Group.

Share capital
Pursuant to resolutions passed at ICI’s Annual General Meeting held on 23 May 2001:

(i) the Directors were authorised generally in accordance with section 80 of the Companies Act to allot
relevant securities (as defined in that section) up 10 an aggregate nominal amount of £122,047,325 such
authority to expire at the close of the Annual General Meeting of ICI to be held in 2002; and

(i) the Directors were authorised to allot equity securities {as defined in section 94(2) of the Companies Act)
for cash as if secrion 89(1) of the Companies Act did not apply to any allounent of equity securities up to
an aggregate nominal amount of £122,047,325, such power to:

{a) expire at the close of the Annual General Meeting of ICI to be held in 2002; and

(b} be limited to: (i) the allotment of equicy securities of ICI in propostion (as nearly as may be} to
existing holdings of ICI Shares, but subject to such exclusions or other arrangements as the Directors
deem necessary or expedient in relation to fractional entitlements or any legal or practical problems
under the laws of any territory, or the requirements of a regulatory body or stock exchange; and (ii)
the allotment of equity sccurities for cash otherwise than pursuant to (i) up to an aggregate nominal
amount equal to £36,397,634.

The Resolutions are in addition to the existing authority of ICI in paragraph (a) above. Following the passing
of the Resolutions, the Directors will have authority to allot relevant securities up to an aggregate amount of
£585,280,103, representing approximately 80 per cent. of the then issued share capital of ICI Up to
£463,277,500 of this authority is expected to be used in connection with the Rights Issue. The authority
proposed to be granted to the Directors pursuant to the Resolutions will not be used for any purpose except in
relation to the Rights Issue and, to the extent unused, will lapse at the conclusion of the 2002 Annual General
Meeting of ICL.

The authorised and issued share capital of ICI (i) on 1 February 2002, the latest practicable date prior to the
publication of chis documenc, and (ii) immediacely following the Rights Issue (assuming thac 10,000 1CI Shares
may be issued pursuant to the Company'’s employee share schemes between 4 February 2002 and 20 February
2002, the Record Date, and as a result, up to 463,277,500 new [CI Shares are issued pursuant to the Rights
Issue) are as follows:

Authorised Issued
Number Amount Number Amount
{1 850,000,000 £850,000,000 727,997,500 £727,997,500
{i1) 1,400,000,000 £1,400,000,000 1,191,285,000 £1,191,285,000

The Rights Issue is expected 1o result in the issue of up to 463,277,500 new ICl Shares, leading to an increase
in ICI’s issued share capital of £463,277,500.

The new ICI Shares will, when issued, be in registered form and will be capable of being held in certificated or
uncertificated form.

None of the new ICI Shares have been marketed or are available in whole or in part to the public otherwise
than pursuant to the Rights Issue.

The provisions of section 89 of the Companies Act (which confers on shareholders rights of pre-emprtion in
respect of the allotment of equity securities which are to be paid up in cash) apply to the authorised but unissued

ordinary share capital of IC]. The Rights Issue will be effected in accordance with the pre-emption provisions
of section 89 of the Companies Act. Fractions of ICI Shares resulting from the Rights Issue will not be allotted.
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(h) The closing mid market quotations for an ICI Share as derived from the Daily Official List of the London Stock
Exchange for the first dealing day in each of the six months prior to the date of this document and for the last
dealing days before the announcement of the Rights Issue and the date of this document were as follows:

Date Share price/pence
3 8eptember 2000 L. ... i e 421.75
1 October 2000 ... o e e e 290.00
I November 2001 ..t i i e it e e e 362.00
3 December 2001 ..ottt e e 395.00
2January 2002 . et 390.00
30 January 2002 ... e 371.00
1 February 2002 ... o e 324.00

(i} Asar | February 2002 (being the latest practicable date prior to the publication of this document), the following
options and awards over [CI Shares have been granted to Directors and employees:

Summary of share options
Outstanding share options under the ICI Share Option Schemes are as follows:

Number of ICl Shares

Grant Exercise Exercisable under outstanding
Date Price £ _f_:cL__ options
1984 UK Senior Staff 01-Apr-92 6.52 01-Apr-95 39,625
Share Option Scheme!:? 28-May-92 7.01 28-May-95 43,444
and Senior Staff Share 22-Mar-93 6.07 22-Mar-96 58,300
Option Scheme 1994 24-Jun-93 6.606 24-Jun-96 153,400
25-Nov-93 7.23 25-Nov-96 62,900
22-Mar-94 7.55 22-Mar-97 94,900
08-Aug-94 8.54 08-Aug-97 8,800
07-Nov-94 7.85 07-Nov-97 187,600
09-May-95 7.49 09-May-98 218,000
07-Aug-95 7.91 07-Aug-98 20,900
06-Nov-95 7.77 06-Nov-98 11,900
07-May-96 8.98 07-May-99 262,200
05-Aug-96 7.52 05-Aug-99 10,000
04-Nov-96 7.93 04-Nov-99 32,100
04-Aug-97 10.20 04-Aug-97 16,700
04-Aug-97 10.20 04-Aug-00 313,800
03-Nov-97 8.99 03-Nov-00 23,000
18-May-98 12.14 18-May-98 57,300
18-May-98 12.14 18-May-0i 1,373,859
03-Aug-98 7.52 03-Aug-01 14,361
02-Nov-98 5.62 02-Nov-01 17,696
08-Mar-99 5.22 08-Mar-99 141,141
08-Mar-99 5.22 08-Mar-02 2,191,550
29-Apr-99+ 6.57 29-Apr-02 1,756,323
28-May-99 6.91 28-May-02 35,817
02-Aug-99 7.28 02-Aug-99 7,686
29-Nov-99 6.63 29-Nov-02 81,446
21-Feb-00 5.11 21-Feb-00 21,740
21-Feb-00 5.11 2i-Feb-03 3,807,932
09-May-00 5.20 09-May-03 131,507
05-5ep-00 4.67 05-5¢p-03 73,873
05-Mar-(1 5.17 05-Mar-04 4,472,192
13-Jun-01 4,57 13-Jun-04 28,063
06-Aug-01 4.39 06-Aug-04 95,981

03-Dec-0i 4,12 03-Dec-04 124,982
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Grant Exercise Exercisable Number of IClI Shares under
Date Price £ from outstanding options
1994 UK Sharesave 22-Nov-96 6.43 01-Feb-02 513,023
Schemne 21-Nov-97 7.31 01-Feb-03 356,589
02-Oct-98 4,75 01-Dec-01 363,711
02-Oct-98 4,75 01-Dec-03 838,832
26-Nov-99 4.93 01-Feb-03 864,410
26-Nov-99 4.93 01-Feb-05 764,976
08-Dec-00 3.66 01-Feb-04 648,903
08-Dec-00 3.66 01-Feb-06 1,051,758
12-Dec-01 2.85 01-Feb-05 2,100,210¢
12-Dec-01 2.85 01-Feb-07 2,932,932
Grant Exercise Exercisable Number of ADSs under
Date Price $ from outstanding options
ICI US SAR Scheme 30-Mar-92 45.65 30-Mar-95 4,118
(ADSs)? 30-Jul-93 39.60 30-Jul-96 30,000
15-Aug-94 53.02 15-Aug-97 11,900
19-May-95 48.35 19-May-98 18,609
14-Aug-96 46,75 14-Aug-99 5,867
04-Aug-97 65.50 04-Aug-00 83,911
18-May-98 78.90 18-May-01 141,979
02-Nov-98 33.90 02-Nov-01 8,296
08-Mar-99 34.70 08-Mar-02 390,803
29-Apr-994 42.69 29-Apr-02 27,379
28-May-99 43.91 28-May-02 20,496
29-Nov-99 41.52 29-Nov-02 6,200
21-Feb-00 32.49 21-Feb-03 598,103
09-May-00 32.59 09-May-03 1,956
12-Dec-00 29.74 12-Dec-03 19,065
05-Mar-01 30.12 05-May-04 729,463
13-Jun-01 25.50 13-jun-04 1,900
06-Aug-01 25.10 06-Aug-04 36,294
Notes:

(1) Since 1998, grants are made subject to a performance condition that, over a three year period, the growth in [Cls
earnings per share must be equal to or greater than the increase in the UK Retail Price Index, plus 3 per cemt. per

{2)
(3)

4)

(5)

annuwm,

The table includes stock appreciation rights which are abo subject to the performance condition described above.

The awards disclosed include stock appreciation rights which have, since 1998, been subject to the performance

conditions described above.

In accordance with the Listing Rules, the 1999 annual grant of share options to Executive Directors and certain
individuals involved with the proposed disposal of businesses to Huntsman ICI Holdings LLC was delayed. As a
result of this delay, those participants were granted fewer options at a higher exercise price than would have been
the case had the grants been made to them at the same time as they were made to all other participants at an
exercise price of £5.22. The Remuneration and Nomination Committee decided that those individuals so affected
should receive the same gross gain at the time they exercise their options as if the grant had not been delayed.

The oprions disclosed in the table above were granted for no consideration.
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Summary of share awards

Ouustanding awards under the ICI UK Bonus Convetsion Plan, the ICI Performance Growth Plan, the ICI US
Restricted Stock Plan, the ICI UK Restricted Share Awards, and the ICI US Bonus Conversion Plan are as

follows:
Scheme Award Date Awarded Released
ICI UK Bonus Conversion Plan . . ... oo iiir i cri e iaannne 29-Mar-99 33,483  29-Mar-02
29-Apr-99 15,752 29-Apr-02
24-Feb-00 301,053 24-Feb-03
ICI Performance Growth Plan ... ... covuieinnin ., 2000 551,076 2003
2001 691,996 2004
ICI US Restricted Stock Plan .............ccvu... e nfa 26,708 nla
ICI UK Restricted Share Awards. . . ....ovii i, 2000 35,000 2002
ICI US Bonus Conversion Plan ..........cviiiiniiiiion, 15-Mar-99 25,388 15-Mar-02
15-Mar-00 65,112  15-Mar-03
Notes:

(1) Under the ICI UK Bonus Conversion Plan (superseded by the ICI Performance Growth Plan in 2000),
participants elected to receive all or part of a performance-related after tax bonus in ICI Shares. The ICI Shares
are held in a trust for a three year restricted period. At the end of the period, provided that the participant
remains in employment of the ICI Group (or has left employment for a specified reason), the ICI Shares will be
released together with matching ICI Shares on 4 one-for-one basis. This plan aperated for the last time in respect
of the 1999 financial year.

(2)  The ICI Performance Growth Plan is a share-based plan, under which ICI Shares may be earned over a three
year period based on ICI's relative Total Shareholder Return (“TSR”) and, for certain Executive Directors, a
mixture of TSR and economic profit of the relevant business. The maximum conditional award is 100 per cent.
of base salary per annum (200 per cent. in the case of US Directors).

4. IC! employee share schemes

In the case of the ICI Share Option Schemes, the Board proposes (subject to local legal restrictions) to adjust the
number of ICI Shares {and where appropriate ADSs) in respect of which ICI share options or stock appreciation
rights may be exercised and the price at which those ICI Shares (and where appropriate ADSs) may be acquired to
take account of the Rights Issue. The Board proposes to make similar adjustments to stock appreciation rights granted
under the JCI US SAR Scheme and the ICI International SAR Scheme. The adjustments will, where necessary, be
subject to written confirmation from the auditors of the Company that the adjustments are, in their opinion, made
in accordance with the rules of the relevant scheme and in respert of UK Inland Revenue tax approved schemes, will
also be subject to the prior approval of the Inland Revenue.

Participants in the ICI Profic Sharing Schemes (under which the ICI Shares to which they are beneficially entitled
are held in a trust on their behalf) will be able to participate in the Rights Issue in respect of their ICI Shares, either
by taking up the rights allocated to them in full, by selling their tights or by selling sufhicient righes nif paid to enable
the balance of their rights to be taken up. Any new ICl Shares acquired as a result will be held in the trust and
released at the same time as the current shareholding to which they relate will be released. Participants in the ICI
North American Stock Purchase Plan will similarly be able to participate in the Righes Issue.

Participants in the ICI UK Bonus Conversion Plan for whom awatds of ICI Shares are held in trust will be able 1o
participate in the Rights Issue in respect of the award of ICI Shares 1o which they are beneficially entitled by taking
up the rights allocated to them in full, or by selling sufficient rights nil paid to enable the balance of their rights ro
be taken up. The new LCI Shares acquired as a result will be held in trust, and be released on the same basis as the
awards of ICl Shares to which they relate. A participant will be entitled to receive matching shares on a one for one
basis for every ICI Share in the original award and every new ICI Share acquired as a result of the Rights Issue
provided he or she remains in employment and the original award and the new sharehoiding is retained in crust for
three years from the original award date.

In the case of the ICI Performance Growth Plan, the ICI US Bonus Conversion Plan, the ICI UK Restricted Share
Awards and the ICI US Restricted Stock Plan, the Board proposes to make appropriate adjustments to the number
of ICI Shares which may be acquired by a participant pursuant to the contingent share awards granted under these
plans 1o take account of the Rights Issue.
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5. Summary of share rights

The following is a summary of certain of the provisions of the ICI Articles, which are available for inspection as
provided in paragraph 18 of this Part 6. The rights attaching to ICI Shares are defined in the relevant legislation and
in its articles of association and may only be amended pursuant to 75 per cent. vote in favour by shareholders in a
general meeting.

“Shareholder” or “holder” is, in each case, a reference to the person whose name is entered on ICI's register of
shareholders as the holder of the relevant shares.

{a) Registration and objects

ICl is incorporated under the name Imperial Chemical Industries PLC. It was incorporated and registered in England
and Wales pursuant to the Companies Acts, 1908 to 1917, and re-registeted as a public limited company under the
Companies Acts, 1948 to 1980 with company number 218019. ICI’s objects and purposes are set out in the fifth
clause of its memorandum of association and contemplate the conduct of a wide range of industrial and other
businesses and activities.

The following is a summary of the rights under the ICI articles relating to voting, dividends and transfers which
artach to the ICI Shares and with which the new ICI Shares under the Rights Issue will rank pari passi in all respects
(except in respect of the second interim dividend for the year 2001) when unconditionally allotted and fully paid.

ICI's ordinary shares are represented in certificated form and also in uncertificated form under CREST. CREST is
an electronic settlement system in the United Kingdom which enables ICIs ordinary shares to be evidenced other
than by a physical certificate and transferred electronically rather than by delivery of a written stock transfer form.
Sharcholders can choose whether their shares are to be evidenced by share certificates (i.e., in certificated form) or
held in electronic (i.e., uncertificated) form in CREST.

(b} Voting rights

Voting at any general meeting of shareholders is by a show of hands unless a poll, which is a written vote, is duly
demanded. On a show of hands, every sharcholder present in person at a general meeting, including the duly
authorised representative of a corporate holder of 1CI's shares which is not itself a sharcholder entitled to vote, has
one vote regardless of the number of shares held. On a poll, every shareholder who is present in person or by proxy
has one vote for every share held by that shareholder.

A poll may be demanded by any of the following:
+  the chairman of the meeting;
¢ at lcast five sharcholders entided to vote and present in person, by prexy eor by duly authorised

representative at the meering:

*  any sharcholder or sharcholders representing in the aggregate not less than one-tenth of the toral voting
rights of all shareholders entitled to vote at the meeting and present in person, by proxy or by duly
authorized representative; or

*  any sharcholder or sharcholders holding shares conferring a right to vote at the mecting on which there
have been paid-up sums in the aggregate equal to not less than onc-tenth of the total sum paid up on ali
the shares conferring that right.

A proxy also has the authority 10 demand a poll, or to join others in demanding one.

The Chairman has indicated in his letter in Part 1 of this document thar each of the Resolutions ar the EGM will be
put to a vote on a poll rather than a show of hands.

{c} Variation of rights

If, ar any time, ICI's share capital is divided into different classes of shares, the rights attached to any class may be
varied, subject to the provisions of the Companies Act, cither with the written consent of the holders of not less than
75 per cent. in nominal value of the issued shares of that class or upen the adoption of an extraordinary resolution
passed at a scparate meeting of the holders of the shares of thar class.
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At every such separate meeting, all of the provisions of the articles of association relating 1o proceedings at a general
meeting apply, except that (a) the quorum is to be the number of persons (which must be at least two) who hold or
represent by proxy not less than one-third in nominal value of the issued shares of the class o, if such quorum is not
present on an adjourned meeting, one person who holds shares of the class regardless of the number of shares he
holds; (b) any person present in person or by proxy may demand a poll; and (¢) each shareholder will have one vote
per share held in that particular class in the event a poll is taken.

Class rights are deemed not to have been varied by the creation or issue of new shares ranking equally with or
subsequent to that class of shares in all respects or by the purchase by ICI of its own shares in accordance with the
Companies Act and the articles of association.

{d) Dividends

No dividend may be paid other than out of profits available for distribution. The Directors may declare interim
dividends. ICI Sharecholders may declare dividends by ordinary resclution but may not declare dividends in excess of
the amount recommended by the Directors.

If a dividend is unclaimed for 12 years after the dare such dividend became due for payment, it will be forfeited and
will revert to ICI.

ICI’s articles of association permit payment or satisfaction of a dividend wholly or partly by distribution of specific
assets, including fully paid shares or debentures of any other company. Such action must be directed by the general
meeting which declared the dividend and upon the recommendation of the Directors.

{e) Distribution of assets on winding up

In the event of the liquidation of ICI, after payment of all liabilities and deducrions in accordance with English law,
the balance of assets available for distribution will be distributed among the holders of ordinary shares according to
the amounts paid-up on the shares held by them. This distribution is generally made in cash.

A liquidator may, with the sanction of an extraordinary resolution of the shareholders and any other sanction required
by the UK Insolvency Act 1986, divide among the sharcholders in kind the whole or any part of ICI's assets, whether
they consist of propenty of the same kind or not.

(f} Transfer of shares

Except as described in this paragraph, ICI's memorandum and anicles of association do not restrict the transferability
of ICI's ordinary shares. ICI’s ordinary shares may be transferred by any instrument in any usual form or in any
form acceptable to the Directors. The Directors may refuse, in their absolute discretion and without giving any
reason, to register a transfer if the shares to be transferred are not fully paid or ICl has a lien on them.

They may also refuse to register a transfer if it is:

*  not duly stamped, if so required, and accompanicd by any other evidence as the Directors may reasonably
require;

* in respect of mare than one class of shares;

* in favour of more than four persons jointly;

*  made by or in favour of an infang

*  made by or in favour of a patient within the meaning of the Mental Health Act 1983,

If the Directors refuse to register a transfer, they must send notice of the refusal to the applicant within two months
of the date on which the transfer was lodged with 1CI.

6. Directors of IC1

(a) The Directors of ICI their functions in the Group are as follows:

Lord Alexander James Trotman of Osmotherley — Chairman

Appointed a Non-Executive Director in 1997, he became Chairman in January 2002. He was Chairman and
Chief Executive Officer of Ford Motor Company until his retirement in 1998. He joined Ford in the UK in
1955 and was appointed to the Board of Directors in 1993. He is a member of the Board of Directors of [BM
and of the New York Stock Exchange, Aged 68.
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Dr. Brendan Richard O’Neill — Chief Executive

Appointed a Director and Chief Operating Officer in 1998 and Chief Executive in 1999. He was formerly Chief
Executive of Guinness Limited. He is also a Non-Executive Director of EMAP ple. Aged 53.

Timothy Alexander Scott -~ Chief Financial Officer

Appointed a Director and Chief Financial Officer in 2001, He is Chairman of the ICI Charlry Trust and
Appeals Committee. He joined Unilever in 1983 and held a variety of senior roles in their Speciality Chemicals
business and group headquarters. He worked subsequently for ICI as Chief Administrative Officer for ICI Paints
in North America and Vice President, Strategy and Performance. Aged 39.

Paul Joseph Drechsler — Direcror

Appointed a Director in 1999, He is Chairman and Chief Executive of Quest International. He joined ICI in
1978 and has held senior positions in Brazil, USA and Europe. He is Chairman of ICI Pensions Trustee
Limited, has Board responsibility for Sustainable Development within ICI and is a member of the Council of
the World Business Council for Sustainable Development. Aged 45.

Dr. John David Gibson McAdam - Director

Appointed a Director in 1999. He is Chairman and Chief Executive of ICI Paints and has Board responsibility
for Research, Development and Technology. He joined ICI in 1997 following the acquisition of the Speciality
Chemicals business from Unilever, where he held a number of senior positions. He is also a Non-Executive
Director of Severn Trent Ple. Aged 53.

William Howard Powell - Director

Appointed a Director in 2000. He is Chairman and Chief Executive Officer of National Starch and Chemical
Company and has Board responsibility for Group Safety, Health and the Environment. He joined ICI in 1997
following the acquisition of the Speciality Chemicals business from Unilever, where he held a number of senior
positions. He is a pasc Chairman of the Corn Refiners Association and currently an Honorary Director. He is a
member of the Institute of Food Technologists and the American Insticute of Chemical Engineers. He is also a
member of the Board of Overseers of the New Jersey Institute of Technology and a member of the Board of
Trustees of the State Theater of New Jersey. Aged 56.

Adri Baan — Non-Executive Director

Appointed a Non-Executive Director in 2001. He is a Director of PSA Corporation Limited (Port of Singapore
Authority), ASM International N.V., Koninklijke Volker Wessels Stevin nv, Integrated Production and Test
Engineering NV, NPM Capital and KAS BANK NV. Undil his retirement in March 2001 he was Executive
Vice President of Royal Philips Electronics and President and Chief Executive Officer of their Consumer
Electronics Division. Aged 39.

Lord Frederick Edward Robin Buder of Brockwell, GCB, CVQO — Non-Executive Director

Appointed a Non-Executive Director in 1998. He is Master of University College, Oxford and a Non-Executive
Director of HSBC Holdings plc. He was formerly Secretary of the Cabinet and Head of the UK Home Civil
Service. Aged 64.

Joseph Tolle Gorman — Non-Executive Director

Appointed a Non-Executive Director in 2000. He is Chairman of the ICI Audit Committee. He was formerly
Chairman and Chief Executive Officer of TRW Inc. He is also a Director of Alcoa, Inc., The Procter 8 Gamble
Company and National City Corporation. He s a past Chairman and current member of the US-Japan Business
Council and serves on the Boards of the US-China Business Council and The Prince of Wales Business Leaders
Forum. He is active in numcrous business and community organisations. Aged 64.

Richard Neil Haythornthwaite - Non-Executive Director

Appointed a Non-Executive Director in 2001. He is Chairman of the ICI Remuneration and Nomination
Committee. He is Group Chief Executive of Invensys plc and a Non-Executive Director of Lafarge S.A. and
Cookson Group plc. He previously held senior positions with Blue Circle Industries plc, BP plc and Premier
Oii ple. He is also Chairman of the Centre for Creative Communities and the Almeida Theatre Company. Aged
45.

The business address of each of the Directors is 9 Millbank, London SW1P 3]F,
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(b) The details of those companies and partnerships outside the Group of which the Directors have been directors
or partners at any time during the five years prior to the date of this document are as follows:

Current directorships Previous directorships
Name of Director and partnerships and partnerships
Lord Trotman .........cc.... IBM Ford Motor Company

New York Stock Exchange, Inc.

The Cambridge-MIT Institure Limived
The Halduyt Foundation

The Shakespeare Globe Trust

Dr. Brendan R. O'Neill ....... Emap PLC Diageo plc
G.U.D. Pension Trustee Limited

Paul J. Drechsler ............. World Business Council for Sustainable Chemicals Industries Association
Development Limited
ICI Pensions Trustee Limited

Dr. John D, G. McAdam...... Severn Trent plc

William H. Powell . ........... American Institute of Chemical Engineers
American Institute of Food Technologists
Board of Overseers of the New Jersey Institute
of Technology
Corn Refiners Association

Timothy A. Scotr. . ........... None None

AdiBaan................... PSA Corporation Limited (Port of Singapore Royal Philips Electronics nv
Authority) Medquist
ASM International N.V,
Koninklijke Volker Wessels Stevin nv
Integrated Production and Test Engineering NV
NPM Capital
KAS BANK NV

Loed Budler .....ovvviinns HSBC Holdings ple
The Shakespeare Globe Trust

Joseph T. Gorman . ........... Alcoa Inc TRW Inc.
National Ciry Corporation The Prince of Wales International
The Procter & Gamble Co Business Leaders Forum
Moxehela Enterprises, LLC.
Hydro Partners LLC.
Resilient Capiral
Hummer Whole Health Management, Inc.

Richard N. Haythornthwaite . ... Invensys plc Blue Circle Industries pic
Cookson Group ple Premier Oil ple
Lafarge S.A. Whitechapel Art Gallery
Almeida Theatte Company Construction Products Association
British American Arts Association

{c) At the date of this document no Director:
(i) has any unspent convictions in refation to any indictable offences;
{i) has been bankrupt or entered into an individual voluntary arrangement;

(ili) was a director with an executive function of any company at the time of or within 12 months preceding
any receivership, compulsory liquidation, creditors voluntary liquidation, administracon, company
voluntary arrangement or any composition or arrangement with that company’s creditors generally or with
any class of its creditors;

(iv) has been a partner in a partnership at the time of or within 12 months preceding any compulsory
liquidation, administration or partnership voluntary arrangement of such partnership;

fv) has had his assets the subject of any receivership or has been a partner of a partnership ac the time of or
within 12 months preceding any assets thereof being the subject of a receivership; or

{vi) has been subject to any public criticism by any statutory or regulatory authority {including any designated
professional body} nor has ever been disqualified by a court from acting as a director of a company or
from acting in the management or conduct of the affairs of a company.
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7. Directors’ and others’ interests

(a) At 1 February 2002, the latest practicable date prior to the publication of this document, the interests of the
Directors {and persons connected with them within the meaning of section 346 of the Companies Act) in the
share capital of ICI (a) which are required to be notified by each Director to ICI pursuant to section 324 or
section 328 of the Companies Act or {(b) are required to be entered in the register referred to in section 325 of
the Companies Act or (c) are interests of a connected person of a Director which would, if the connected person
were a Director, be required to be disclosed under (a) or (b), and the existence of which is known, or which
could, with reasonable diligence, be ascertained by that Director, were as follows:

Directors’ Interests

(i) 1C1 Shares and Share Options

ICl Shares? Options

Non- over ICl Contingent Interest in
Beneficial? Beneficial Shares matched IC) Shares?

LoriTromman ....oovivinninnnnenarnans 46,500 - - -
Dr. Brendan R.O'Neill ... ............. .. 104,193 - 852,199 31,193
Paul J. Drechsler. .. ....... ... ..ot 59,542 - 353,386 21,326
Dr. John D.G.McAdam ................. 20,178 - 322,764 17,126
William H, Powell ....... .. ... . ... .. 45,720 - 603,816 -
Timothy A. Scott .. ....oii it 8,365 - 178,135 7,921
AdriBaan . ...... ... .. il - - - -
LordButler. ... ... it 1,000 - - -
Joseph T. Gorman ...............ovuva. 8,000 - - -
Richard N. Haythornthwaite .. ............ 1,698 - - -

In addition, certain Directors have a conditional interest in ICI Shares under the 1CI Performance Growth Plan
set out under (ii) below.

Notes:

(1) For the purpose of this table, interests in ADSs have been disclosed as share equivalents; each ADS represents four
ICI Shares.

(2)  In addition, all Directors (other than Non-Executive Directors) are deemed to have an interest in the ICI Shares
and ADRs beld by Impkemix Trustee Limited, a company which holds ICI Shares in trust to bedge senior staff
share schemes. As at 1 February 2002 these interests related to 5,634,706 ICI Shares (including ADSs expressed
as ICI Share equivalents);

(3) Certain Executive Directors have a contingent interest in matched ICI Shares under the ICI UK Bonus
Conversion Plan provided in respect of 1998 and 1999 bonuses. This plan operated for the last time in respect
of the 1999 financial year. A bonus recipient could elect to have ICI Shares purchased at market value with part
or all of the net bonus after tax. After three years, ICI Shares purchased in the plan are released and matched by
an equal number of 1C] Shares by ICI, provided the individual remains an employee of the Group.
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(ii) Share Awards

The following Directors have been granted the following conditional awards over ICI Shares under the ICI
Petformance Growth Plan:

ICI Shares that
would be awarded :
for median TSR/on Maximum number

Year of target Economic of ICl Shares that Performance
award  Profit performance could be awarded Pericd
Economic Economiic
TSR Profit TSR Profit
Measure Measure Measure Measure
Dr. Brendan R. O'Neill .. .. .. 2001 46,680 nfa 116,698 nfa  1.01.01-31.12.03
2000 36,682 nfa 91,706 n/a 1.01.00-31.12,02
Paul J. Drechsler . ........... 2001 11,955 11,955 29,888 23,910 1.01.01-31.12.03
2000 9,123 9,123 22,809 18,246 1.01.00-31.12.02
Dr. John D. G. McAdam. ... .. 2001 12,904 12,904 32,260 25,808 1.01.01-31.12.03
2000 9,793 9,793 24,484 19,586 1.01.00-31.12.02
William H. Powell' ......... 2001 39,848 39,848 97,404 79,696 1.01.01-31.12.03
2000 29,016 29,016 70,936 58,032 1.01.00-31.12.02
Timothy A. Scott ........... 2001 18,976 n/a 47,438 nfa  1.01.01-31.12.03

Notes:

(1) Mr William H. Powell’s award is in the form of ADSs, but for the purposes of this table has been disclosed in
terms of ICI Share equivalents.

(b) () Save as disclosed above, none of the Direcrors (nor any person connected with them) will have a beneficial
or non-beneficial interest in the share capital of ICI. Save as disclosed above, none of the Directors (nor
any person connected with them) holds an interest in any other securities of 1CI

(ii) No Director has or has had any interests in any transaction which is or was unusual in its nature or
conditions or is or was significant to the business of ICI or the Group and which was effected by ICI
during the current or immediately preceding financial year of the Group or which was effected during an
earlier financial year and remains in any respect outstanding or unperformed.

(iii) The aggregate of the remuneration paid and benefits in kind granted to the Directors by any member of
the Group in respect of the year ended 31 December 2001 was approximately £3,083,000 including,
without limitation, benefits from car schemes, loans and heaith insurance arrangements.

{iv) Dr. McAdam has an interest free foan of £7,000 relating to the grant of share options under a 1Cl Share
Scheme whilst tax resident in the Netherlands and prior to becoming a Director of ICI. There are no other
outstanding leans granted by 1CI or any member of the Group to any Director nor are there any guarantees
provided by any member of the Group for the benehit of any Director.

{(v)  None of the Directors has waived or agreed to waive any future emoluments during the past financial year.

B. Directors’ service agreements and terms of appointment

Details of the Directors’ service contracts are as follows:

Lord Trotman

Lord Trotman was appointed as a Non-Executive Director on 1 July 1997 and, by an agreement dated 31 January
2002 berween ICl and Lord Trotman, as Non-Executive Chairman of [CI with effect from 1 January 2002. Either
party may terminate the agreement by giving not less than 12 months’ notice in writing. He recetves an annual fec of
£200,000. Lord Trotman does not participate in any of the Company’s incentive arrangements.

Dr. Brendan R. O’Neill

By an agreement entered into in January 1998 between ICI and Dr. Brendan O’ Neill, Dr. O’Neill was appointed as
an Executive Director of ICI, with effect from 11 May 1998. Either party may terminate the agreement by giving
not less than 12 months’ notice in writing. Dr. O'Neill's current salary is £615,000 per annum. In addition, Dr
O'Neill receives a company car, private health care, medical insurance, life insurance and pension benefits.
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Paul J. Drechsler

By an agreement dated 10 March 1999 berween ICI and Paul Joseph Drechsler, Mr Drechsler was appointed as an
Executive Director of ICI, with effect from 1 March 1999. Either party may terminate the agreement by giving not
less than 12 months’ prior notice in writing. Mr Drechsler’s current salary is £315,000 per annum. In addition, Mr
Drrechsler receives a company car, private health care, medical insurance, life insurance and pension benefits.

Dr. John D. G, McAdam

By an agreement dated 10 March 1999 between ICI and John David Gibson McAdam, Dr. McAdam was appointed
as an Executive Director of ICI, with effect from 1 March 1999. Either party may terminate the agreement by giving
not less than 12 months’ notice in writing. Dr. McAdam’s current salary is £340,000 per annum. In addition,
Dr. McAdam receives a company car, private health care, medical insurance, life insurance and pension benefits.

William H. Pawell

By an agreement dated 11 February 2000 between ICI and William Howard Powell, Mr Powell was appointed as an
Executive Directar of ICI, with effect from 2 February 2000. Either party may terminate the agreement by giving
not less than 12 months’ notice in writing. Mr Powell’s current salary with National Starch and Chemical Company
is at the rate of US$G82,500 per annum and the appointment with ICI is non-remunerative. Mr Powell receives a
company cat, private health care, medical insurance, life insurance and pension benefits.

Timothy A. Scott

By an agreement dated 11 May 2001 between ICl and Timothy Alexander Scott, Mr Scott was appointed as an
Executive Director of ICI, with effect from 23 May 2001, Either party may terminate the agreement by giving not less
than 12 months’ notice in writing. Mr Scott’s current salary is £250,000 per annum. In addition, Mr Scott receives a
company car, private health care, medical insurance, life insurance and pension benefits.

Executive Directors are eligible to participate in the following incentive arrangements:

() Annual Incentive Plan, which rewards the achievement of annual financial and tactical goals of ICI and its
businesses. For the 2002 financial year, the on-target bonus opportunity has been positioned at 50 per cent. for
both US and UK Directors, in order to create sharp focus on a number of critical business imperatives for the
coming year, and against the background of zero annual salary increases. The goals for the achievement of an
on-target award are highly challenging and have been set by the Remuneration and Nomination Committee of
the Board. A maximum bonus of 100 per cent. (UK and US) is theoretically possible for the significant over-
achievement of these goals.

(i) Performance Growth Plan (“PGP”"), which dtives and rewards longer-term business performance improvement,
strengthens the alignment of participants’ interests with shareholders by placing a greater emphasis on sustained
long-term value creation.

For Executive Directors, the PGP makes conditional awards of [CI Shares linked to performance over a three
year period as follows:

+  Chief Executive/Chief Financial Officer: ICI's relative TSR

*  other Executive Directors: a mix of ICl's relative TSR and economic profit of the participant’s own
business.

In addition, the Remuneration and Nomination Committee must be satisfied that the underlying performance
of ICI justifies the receipt of any 1CI Shares.

The maximum conditional award, which is 100 per cent. of base salary per annum (200 per cent. in the case of
US Directors), is linked to at least upper quartile performance versus the peer group. For median TSR
performance, only 40 per cent. of the maximum award will be paid. No payment is made for a below median
TSR performance. Where awards are based on a mixture of TSR and economic profit of the relevant business,
the economic profit measure is broadly aligned with 1CI's relative TSR performance.

(i) Share Option Scheme, which rewards longer-term corporate performance as reflected in share price appreciation.
Option grants may be made annually, and are based on individual performance and potential impact on longer-
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term business results. The targer annual grant for the Chief Executive is 2 face value of 150 per cent. of base
salary, and for other UK based Directors is 125 per cent. of base salary. (For US based Directors, it is 200 per
cent. of salary and grants are made as Share Appreciation Rights). The Remuneration and Nomination
Committee has the discretion to make individual grants in a zero to 150 per cent. range around these targer
levels.

The Non-Executive Directors (other than Lord Trotman who is Chairman and the details of whose terms of
appointment are set out above) receive annual fees of the following amounts:

Lord BUtler « .o oottt et e e £30,000
Joseph T. Gomman .. ... .. it £40,000
Richard N. Haythornthwaite. . .. ... oot e £40,000
AT Baan i et £30,000

9. Substantial Shareholders

So far as ICI is aware, no person exercises or could exercise, directly or indirectly, jointly or severally, control over
ICL

As at 1 February 2002 (being the latest practicable date prior to the publication of this document) the Directors
were aware of the following persons who were directly or indirectly, interested in 3 per cent. or more of the existing
ordinary share capiral of ICl:

Amount owned
{number of shares) Percentage

Identity group Millions of Class
Brandes Investmene Partners LP ... ... i e 80.852 11.11
Barclays Bank PLC. .. ... . e e 22.309 3.06
Franklin Resources Inc, .. ... ..o v i e e 35.361 4.86
JP Morgan Chase Bank' ..., .. .. ..o 95.597 13.13
MNaote:

(1) The interest relates to ADRs issued by JP Morgan Chase Bank, as depositary, which evidence ADSs.

Save as aforesaid, the Directors are not aware of any person who is interested, whether ditectly ot indirectly, in 3 per
cent. or more of the Issued Ordinary Share Capital of ICI.

The voting rights of the major sharcholders, listed in the table above, do not differ from those of any other holder of
ICI Shares.

10. Intellectual Property

The Group has numerous active patents, trademark registrations and applications and trade secrets which help protect
its know-how and technology. In addition, it derives substantial competitive advantage from proprietary business
knowledge relating to formulac, products, processes and technical know-how which are in the public domain and are
not patented. Intellectual property agreements are in force with many of the Group’s employees and there are a
number of confidentiality agreements in force with customers and suppiiers to protect the Group's know-how.

11. Taxation

{a) UK Taxation

General

The comments below are based on existing UK law and current Inland Revenue practice, both of which are subject
to change at any time, possibly with retrospective effect. They are intended only as a general guide and apply only to
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ICI Shareholders who are resident or {in the case of capital gains tax) otdinarily resident for tax purposes in (and
only in) the UK (except insofar as express reference is made to the treatment of non-UK residents), who hold existing
and new ICI Shares as an investment and who are the absolute beneficial owners of them. The taxation position of
cerrain ICI Sharcholders who are subject to special rules, such as dealers in securities, insurance companies and
collective investment schemes is not considered. Persons who are in any doubt about their tax position, or who are
resident or otherwise subject to taxation in a jurisdiction outside the UK, should consuit their own professional
advisers.

Capital gains tax

For the purposes of UK taxation of capital gains (“CGT”), the issue of the new ICI Shares will be regarded as a
reorganisation of the share capital of ICL

Accordingly, you will not be treated as making a disposal of all or part of your holding of existing ICI Shares by
reason of taking up all or part of your rights to new ICI Shares. No liability to CGT in respect of the issue of the
new IC1 Shares should arise to the extent that you take up your entitlement to new ICI Shares.

Your new ICI Shares will be treated as the same asset as, and as having been acquired at the same time as, your
existing holdings of 1CI Shares. The subscription moncy for your new ICI Shares will be added to the base cost of
your existing holding(s) of ICI Shares.

In the case of an 1CI Shareholder within the charge to corporation tax, indexation allowance will apply to the amount
paid for the new ICI Shares only from, generally, the date the money for the new ICI Shares is paid.

In the case of other ICI Sharcholders, indexation allowance will not be given for any month after April 1998.
Accordingly, if you are such a sharcholder, indexation allowance on your original helding of ICI Shares will be given
for months up to April 1998, but not after that, and indexation allowance will not be given in respect of amounts
paid for the new ICI Shares. Instead, indexation allowance has been replaced by a taper relief which will reduce the
amount of any chargeable gain realised on a subsequent disposal of your shareholding according to how long the
shares have been held since 6 April 1998 or since the shares were acquired, whichever is the later.

If you dispose of some of the new ICI Shares allotted to you, or your rights to subscribe for them, or if you allow, or
are deemed rto have allowed, your rights to lapse and receive a cash payment in respect of them you may, depending
on your circumstances, incur a liability o CGT.

If you dispose of all or part of your rights to subscribe for new ICI Shares or allow or are deemed to allow them to
lapse in return for a cash payment and the proceeds resulting from the disposal or lapse of rights are “small” as
compared to the value of the ICI Shares in respect of which the rights arose, you will not normally be treated as
making a disposal for CGT purposes. No liability to CGT will then arise on the disposal or lapse of the rights, but
the cash amount received will be deducted from the base cost for CGT purposes of your existing holding of ICI
Shares for the purposes of computing any chargeable gain or allowable loss on a subsequent disposal of your 1CI
Shares, The Inland Revenue currently regard a receipt as “small” if its amount or value is 5 per cent. or less of the
value of the ICI Shares in respect of which the enticlement to the receipt arose, ot if its amount or value is £3,000 or
less, regardless of whether or not it is more than $ per cent. of the value of the ICI Shares in respect of which the
rights arosc.

An ICl Shareholder not resident in the UK for tax purposes but who carries on a trade, profession or vocation in the
UK through a branch or an agency to which the new ICI Shares are attributable may be subject 10 CGT on a disposal
of such shares.

Individuals who are temporarily non-UK resident may, in certain circumstances, be subject to tax in respect of gains

realised whilst they are not resident in the UK.

Dividends
The Company will not be required to withhold rax at source when paying a dividend.
An individual 1CI Sharcholder who is resident in the UK for tax purposes and who receives 2 dividend from ICI will

be entitled to a tax credit which such sharcholder may set off against his total income tax liability on the dividend.
The tax credit will be equal to 10 per cent. of the aggregate of the dividend and the tax eredit (the “gross dividend”™),
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which is also equal to one-ninth of the cash dividend reccived. A UK resident individual ICI Shareholder whose total
income does not exceed the threshold for higher rate tax will be subject to tax on the dividend at the rate of 10 per
cent. of the gross dividend, so that the tax credit will satisfy in full such ICI Sharcholder’s liability to income tax in
respect of the gross dividend. Generally, a UK resident individual shareholder who is not liable 1o income tax in
respect of the gross dividend will not be entitled to repayment of the tax credit. In the case of a UK resident
individual ICI Sharehalder who is liable to income tax at the higher rate, the tax credit will be set against but noc
fully match his tax liabilicy on the gross dividend and he will have to account for additional tax equal to 22.5 per
cent. of the gross dividend (which is also equal to 25 per cent. of the cash dividend received) to the extent that the
gross dividend when treated as the top slice of his income falls above the threshold for higher rate income tax.

UK resident taxpayers who are nat liable to UK tax on dividends, including pension funds and charities, will not be
entitled to claim repayment of the tax credit attaching to dividends paid by ICI, although charities will be entided to
limited compensation in lieu of repayment tax credits for dividends paid before 6 April 2004.

Tax credits on dividends paid by ICI in respect of shares held in PEPs or ISAs will be repayable for dividends paid
before 6 April 2004.

UK resident corporate shareholders will generally not be subject to corporation tax on dividends paid by ICIL. Those
shareholders will not be able to claim repayment of tax credits atraching to dividends.

An individual shareholder who is a Commonwealth citizen, a national of a European Economic Area State, a resident
of the Isle of Man or the Channel Islands, or falls into certain other categories, and who otherwise has a liability w0
UK income tax, is entitled to a tax credit, as if he or she were resident for tax purposes in the UK, which he or she
may set off against his or her total UK income tax liability. In general, the right of other non-UK resident holders of
ICI Shares to claim tax credits autaching to dividend payments will depend upon the terms of any applicable double
tax rreary which exists berween the jurisdiction in which they are resident and the UK. In most cases, the amounrt of
tax credit that can be paid to non-UK resident holders of ICI Shares in respect of any dividend payment will be nil
as a result of the terms of the relevant treaty. A shareholder resident outside the UK may also be subject w foreign
taxation on dividend income under local law. A shareholder who is not resident in the UK should consult his own
1ax adviser concerning his tax liabilities on dividends received from ICL

Stamp duty and stamp duty reserve tax ('"SDRT"’)

No stamp duty or SDRT will be payable on the issue of PALs or the crediting of Nil Paid Rights to accounts in
CREST. Where new ICI Shares represented by such documents or rights are registered in the name of the shareholder
entitled to such shares or new 1CI Shares are credited in uncertificated form to CREST accounts, no liability to samp
duty or SDRT will arise.

The purchaser of rights to new ICI Shares represented by PALs (whether nil paid or fully paid) or Nil Paid Rights or
Fully Paid Rights held in CREST on or before the latest time for registration of renunciadon will not generally be
liable to pay stamp dury, but the purchaser will normally be liable to pay SDRT at the rate of 0.5 per cent. of the
actual consideration paid. Where such a purchase is effected through a stockbroker or other financial intermediary
that person will normally account for the SDRT and will indicate that this has been done in any contract note issued
to a purchaser. In other cases, the purchaser of the rights o the new ICI Shares represented by PALs or Nil Paid
Rights or Fully Paid Rights is liable to pay the SDRT and must account for it to the Inland Revenue. SDRT arising
on the transter of Nil Paid Rights or Fully Paid Rights held in CREST will be coliected and accounted for to the
Inland Revenue by CRESTCa,

No stamp duty or SDRT will be payable on the registration of PALs or Nil Paid Rights, whether by the original

holders or their renouncees.

Any dealings in new [CI Shares after the latest time for registration of renunciation of PALs fully paid will be subject
to stamp duty or SDRT in the normal way. The transfer on sale of new 1CI Shares will be liable to ad valorem
stamp dury, generally at the rate of 0.5 per cent. (rounded up 1o the next multiple of £5.00) of the consideration
paid. Stamp duty is normally paid by the purchaser or transferee of the new ICI Shares. An agreement to transfer
such shares will normally give rise to SDRT, ac the rate of 0.5 per cent. of the amount or value of the consideration
paid for such shares, but such liability will be cancelled, or any SDRT paid refunded, if the agreement is completed
by a duly stamped transfer within six years of either the agreement or (if the agreement is conditional) the date when

the agreement became uncondidonal. SDRT is normally the liability of the purchaser or transferee of the new ICI
Shares.




PART 6 - Additional Information

Under the CREST system for papetless share transfers, no stamp duty or SDRT will arise on a transfer of shares into
the system, unless the transfer into CREST is itself for consideration in money or money’s worth, in which case a
liability to SDRT will arise, usually at the rate of 0.5 per cent. of the amount or value of consideration given.
Transfers of shares within CREST are generally liable to SDRT (at a rate of 0.5 per cent. of the consideration paid)
rather than stamp duty, and SDRT on relevant transactions settled within the system or reported through it for
regulatory purposes will be collected and accounted for to the Inland Revenue by CRESTCo.

Where new ICI Shares are issued or transferred (a) to, or to a nominee for, a person whose business is or includes
the provision of clearance services or (b) to, or to a nominee or agent for, a person whose business is or includes
issuing depository receipts, stamp duty or SDRT will generally be payable at a higher rate of 1.5 per cent. of the
amount or value of the consideration payable or, in certain circumstances, the value of the new ICI Shares.

The above statements are intended only as a general guide to the current stamp duty and SDRT position. Transfers
to certain categories of person are not liable to stamp duty or SDRT.

(b) Dutch Taxation

General

The comments below are based on existing Dutch tax law and practice, which is subject to change, possibly with
retrospective effect. They are intended only as a general guide and do not refer to all information which may be
necessary in making the decision to take up your rights. The comments apply only to sharcholders who are resident
for rax purposes in (and only in) the Netherlands and who hold existing and new ICI Shares as an investment.
Persons considering the Rights Issue are therefore recommended to consult an independent tax adviser on the specific
implications of the purchase, holding and transfer of ICI Shares.

The summary of cerrain Dutch taxes set out below is only intended for the following investors:

(a) individuals who are residents of or are or deemed to be residents of the Netherlands and, with respect to
individua! income taxation, individuals who have elected to be taxed as a resident of the Netherlands for the
purposes of Dutch taxation (“Dutch Individuals™), excluding individuals:

(i) who derive benefits from the existing or new ICi Shares that are taxable as income from miscelianeous
activities (resultaqr uit overige werkzaambeden), which, for instance would be the case where the activities
with respect to the ICI Shares exceed normal active asser management (normaal, actief vermogensbeheer );

(i) for whom the existing or new ICI Shares or any payment connected therewith may constitute employment
income or a deemed benefit from employment; and

(iii) who have a substantial intetest, or a deemed substantial interest, in the Company; and
(b) corporate entities that are resident or are deemed to be resident in the Netherlands for purposes of Dutch
taxation (“Dutch Corporate Entities”), and which are either:
(i) a corporation;
(ii) another entity with a capital divided into shares;
(ili) a cooperative (association); or
(iv) another legal entity cthat has an enterprise or an interest in an enterprise to which the existing or new ICI

Shates are atcribucable,

but which are not:
(i} a qualifying pension fund (pensioenfonds);
(i} a qualifying investment fund (beleggingsinstellingen);

(iii) a corporate entity for whom the existing or new ICI Shares qualify as a participation, the benefits derived
from which are exempt under the participation exemption (as laid down in the Dutch Corporate Income
Tax Act 1969 (“CITA”). Generally, the participation exemption applies if an ICI Shareholder (a) holds an
interest of at least 5 per cent. in the issued and paid up nominal share capital of ICI, and (b} is not an
investment fund benefiting from the provisions under article 28 of the CITA); or
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(iv) another entity that is exempt from Durch corporate income tax.

For purposes of paragraph (a) (iii), an ICI Shareholder will not generally have a substantial interest in the
Company if such shareholder (and his partner andfor certain other close relatives), does not hold, alone or
together, directly or indirectly:

{(2) (%) the ownership of, (y) certain other rights (such as usufruct) over or (2) rights to acquire {whether or not
already issued), ICI Shares representing five per cent. or more of the total issued and outstanding capital
(or the issued and ourstanding capital of any class of shares) of ICL; or

(b) (x) the ownership of, or (y) certain other rights (such as usufruct) over profit participating certificates
(winstbewijzen) that relate 1o five per cent. of more of the annual profit of ICI or to five per cent. or more
of the liquidation proceeds of ICL

In addition, the shareholder has a substanrial interest in 1CI if he and, if applicable, his partner and/or cettain
other close relatives, have ownership of, or other rights over, shares in, or profits certificates issued by ICI, as
described above, which represent less than five per cent. of the relevant aggregate as set forth above but that
either formed part of a substantial interest that has been partially disposed of, or is deemed to have been partially
disposed of, or that has been acquired, on a non-recognition basis.

Dutch tax treatment of the Rights Issue

Under the Rights Issue, an ICI Shareholder may acquire new ICI Shares art a discount to marker price. Alternatively,
a current holder of ICI Shares, not acquiring new [CI Shares under the Rights Issue, may dispose of all or part of the
rights to subscribe for new ICI Shares or allow or be deemed to allow them to lapse in return for a cash payment
(“Cash Payment™),

Under Durtch individual and corporate income tax rules, the acquisition of new ICI Shares at a discount pursuant to
the Rights Issue or a Cash Payment either pursuant to the disposal of the Rights or when the Rights lapse, may
resule in the realisation of income for the ICI Shareholder, which would then be taxable in the Netherlands.

Individual and corporate income tax

Dutch Individuals not engaged or deemed to be engaged in an enterprise

Generally, a Dutch Individual whe holds [Cl Shares that are not atributable to an enterprise from which he derives
profits as an entreprencur (ondernemer) or pursuant to a co-entitlement to the net worth of such enterprise {other
than as an entrepreneur or a sharcholder), will not be subject to tax in the Netherlands on the realisation of income
pursuant ta the acquisition of new ICI Shares at & discount or receipt of a Cash Payment under the Rights [ssue.

Dutch Individuals engaged or deemed to be engaged in an enterprise and Dutch Corporate Entities

The benefits derived or deemed to be derived from the acquisition of new ICI Shares at a discount pursuant to the
Rights Issue, that are attributable to an enterprise from which a Dutch Individual derives profits, whether as an
entreprencur or pursuant to a co-entitlement to the net worth of such enterprise (other than as an encrepreneur or
sharcholder), or that are derived by a Dutch Corporate Entity, will generally not lead to recognition of income or
gain in an individual’s hands or an entity’s hands at the time of acquisition. The receipt of a Cash Payment pursuant
1o the disposal of the Rights or when the Rights lapse will generally Jead to recognition of income or gain for the
individual or entiry at the time of disposal of the Rights or when the Rights lapse.

Dutch tax aspects of holding of ICI Shares
Individual and corporate income tax

Dutch Individuals not engaged or deemed to be engaged in an enterprise

Generally, a Dutch Individual who holds existing or new ICI Shares that are not atrriburable to an enterprise from
which he derives profits as an entrepreneur (ondernemer) or pursuant to a co-entitlement to the net worth of such
enterprise {other than as an entrepreneur or a shareholder), will not be subject to taxes on income and capital gains
with respect to the ICI Shares in the Nethetlands. Instead, the individual is taxed at a flac rate of 30 per cent. on
deemed
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income from savings and investments (sparen en beleggen). This deemed income amounts to 4 per cent. of the average
of the individual’s yield basis (rendementsgrondsiag), generally, at the beginning of the calendar year and the
individual’s “yield basis” at the end of the calendar year (minus a tax-free amount). The yield basis would include
the fair market value of the existing or new ICI Shares.

Dutch Individuals engaged or deemed to be engaged in an enterprise and Dutch Corporéte Entities

Any benefits derived or deemed to be derived from the existing or new ICI Shares (including any capital gains realised
on the disposal thereof), that are attributable to an enterprise from which a Dutch Individual derives profits, whether
as an entrepreneur or pursuant to a co-entitlement to the net worth of such enterprise (other than as an entrepreneur
or a shareholder), or that are derived by a Dutch Corporate Entity, are generally subject to (corporate} income tax on
the individual or entity at statutory rates.

Gift and inheritance taxes

A liability to gift tax will arise in the Netherlands with respect to an acquisition of existing or new ICI Shares by way
of a gift by a Durch Individual or a Dutch Corporate Entity.

A liability to inheritance tax will arise in the Netherlands with respect to an acquisition or deemed acquisition of the
existing or new ICI Shares by way of an inheritance or bequest on the death of a Dutch Individual.

For the purposes of Dutch gift and inheritance taxes, an individual who holds Dutch nationality will be deemed to
be resident in the Netherlands if he has been resident in the Netherlands at any time during the ten years preceding
the date of the gift or his death. Inheritance tax will be due in the case of a gift of the existing or new ICI Shares by
an individual who, at the time of the gift, was a non-Dutch resident ICI Shareholder, if such an individual dies
within 180 days of the date of the gift while (at the time of his death) being resident or deemed to be resident in the
Netherlands. For the purposes of Dutch gift tax, an individual not holding Dutch nationality will be deemed to be
resident in the Netherlands if he has been resident in the Netherlands at any time during the twelve months
preceding the date of the gift.

Other taxes and duties

No Dutch registration tax, transfer tax, stamp duty or any other similar documentary tax or duty will be payable in
the Nethetlands in respect of ot in connection with the subscription, issue, placement, allotment or delivery of the
existing or new ICl Shares.

See the section “UK Taxation—Stamp duty and stamp duty reserve tax” for further information on potential UK

liabilities arising on transfers of IC1 Shares or Nil Paid Rights.

(¢} French Taxation

General

The comments below are based on existing French law and the published rulings as well as current practice of the
French rax authorities, all of which arc subject to change ar any time, possibly with retrospective effect. They are
intended only as a general guide and do not constitute tax or legal advice. These comments apply only to
ICI Sharcholders who are resident for 1ax purposes in (and only in) France. The taxation position of certain
ICI Shareholders who are subject to special rules, such as dealers in securidies, pension funds, and collective
investment schemes, is not considered. Persons who are in any doubt about their 1ax position, or who are resident or
otherwise subject to taxation in a jurisdiction outside France, should consult their own professional advisers.

French tax treatment of the Rights Issue

Take-up of rights
The acquisition of new ICI Shares under the Rights Issue by French resident ICI Shareholders (either corporate or

individual} should not result in any income tax liability in France.

However, on a future sale of 1CI Shares, the tax basis of the newly acquired ICI Shares would equal the subscription
ptice (and not the marker value at the time of the acquisition).
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Sale of rights

The receipt of a cash payment by an ICI Shareholder in consideration for the sale of his or its Nil Paid Righes will
trigger French personal income tax for French individuals and corporate income tax for French corporate
sharcholders.

As far as individuals are concerned, and pursuant to section 150-0 D of the French Tax Code, the profit, if any,
realised upon the sale of Nil Paid Rights equals the sale price of such Nil Paid Rights (as the base cost is deemed
equal to zero).

This profit is taxed as a capital gain under the conditions set forth in section 150-0 A of the French Tax Code (as
described below).

The tax basis, for the seller, of the ICI Shares from which said Nil Paid Rights derived is not affected.

For a French acquirer of Nil Paid Rights and thus new ICI Shares under the Offer, the acquisition price of such new
ICI Shares equals the sum of the acquisition price of the Nil Paid Rights and the subscription price of the new ICI
Shares,

As far as corporations subject to French corporate income tax are concerned, the sale of Nil Paid Rights may trigger
a profit equal to the difference berween the sale price of such Nil Paid Rights and their book value. For those
purposes, the book value is the acquisition cost of the ICI Shares multiplied by the ratio, as at the date of sale, of the
sale price of Nil Paid Rights to the sum of such sale price and the value of the ICI Shares.

The profit, if any, is treated as either a short-term or a long-term capital gain depending on which regime would
have been applicable to a sale of the ICI Shares from which the sold Nil Paid Rights were derived.

The acquisition cost, for the seller, of the ICI Shares from which such Nil Paid Rights arose is treated as reduced by
the book value of the sold Nil Paid Rights, determined as described above.

Ltapse of rights

Where an ICI Shareholder allows his or her or its Nil Paid Rights to lapse and receives a cash payment in respect of
that lapse, the receipt of such cash payment will wigger French personal income ax for French individuals and
corporate income tax for French corporate shareholders.

The cash payment received by the existing ICI Sharcholder may be treated as standard “distributed income™ (revenus
mabilfers) and not as capital gain (because it is not received in exchange for a sale of any cype of securities),

In such a case, individuals would be subject, on the whole amount of the cash payment, to personal income tax at
the progressive rate plus CSG, CRDS and the 2 per cent. social levy (each as defined below).

Similarly, corporate shareholders would be taxed at the standard rate of corporate income tax (334 per cent.) plus
the additional social levies (3 per cent. and 3.3 per cenc., as the case may be) mentioned below.

Individuals holding ICI Shares as an item of their personal estate
Dividends

UK Taxatign

Pursuant to the provisions of the France-UK Tax Treaty currently in force (the “Treary™), where an individual who
is a resident of France for tax purposes within the meaning of the Treaty, receives dividends from a UK company
which are subject to tax in France, he or she is entitled to a UK tax credit amounting to 1/9th of the net amount of

the dividends.
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However, where an individual who is resident of France for tax purposes is entitled to the benefit of such UK tax
credit, a withholding tax is levied in the UK equal to the amount of that credit. Accordingly, the UK tax credit is
set-off against the withholding tax and it is not payable by the Inland Revenue to the French resident individual
shareholder.

Dividends paid to an individual who is not entitled to the benefit of such UK tax credit are cxcmbt from withholding
tax in the UK.

French Taxation

The gross amount of the dividends (i.e. including the UK tax credit, as the case may be) is included in the global
taxable income of the individual and subject to income tax ar a progressive rate, o Contribution Sociale Généralisée
(CSG) ar a rate of 7.5 per cent. {out of which 5.1 per cent. are deductible from the taxable income for the following
year), to Contribution au Remboursement de la Dette Sociale (CRDS) at a rate of 0.5 per cent. and 10 a 2 per cent.
social levy.

The UK rtax credit may be offser against the French income tax liability, 1o the extent of the French income rax
liability due with respect to such dividends. The excess over the French income tax liability is not refunded.

Dividends paid by non-French companies do not entitle the recipient to the annual standard allowances of €1,220
for a single person or €2,440 for married people nor to the French tax credic on dividends (avoir fiscal).

Capital Gains

Pursuant to the provisions of the Treaty, capital gains realised by individuals, resident in France within the meaning
of the Treaty, upon sale of shares of UK companies are in principle exclusively taxable in France.

Pursuant to section 150-0 A of the French Tax Code {“FTC”), capital gains realised upon the sale of listed securities
are taxable at the global rare of 26 per cent. (including income tax, CSG, CRDS and 2 per cent, social levy) provided
however that the proceeds of the sale of securities, shares, interest in companies and assimilated rights earned during
the taxable year by the family taxpayer (foyer fiscal) exceed €7,650 for the year 2002

Pursuant to section 150-0 D of the FTC, capital losses suffered during a year may only be offset against capital gains
of a similar nature realised during the same year or during the following five years.

Legal entities subject to corporate income tax
Dividends

UK Taxation

Pursuant to the Treaty, whete 2 legal entity which is resident in France for 1ax purposes within the meaning of the
Treaty, receives dividends from a UK company which are subject to tax in France, it is entitled to a UK tax credit
amounting to 1/9th of the net amount of the dividends, provided it holds fess than 10 per cent. of the share capital
of the UK distributing company.

However, where a legal entity which is resident in France for tax purposes is entitled to the benefit of such UK rax
credit, a withholding tax is levied in the UK equal to the amount of the credit. Accordingly, the UK tax credit is set-
off against the withholding tax and it is not payable by the Inland Revenue to the French resident corporate
shareholder.

Dividends paid to a legal entity which is not entitled to the benefic of such UK tax credit are exempt from
withholding tax in the UK.

french Taxation

The gross amount of the dividends (i.e. including the UK tax credit, as the case may be} is subject to corporate
income tax at the standard rate of 335 per cent. to which an additional levy at the rate of 3 per cent. assessed on the
corporate income tax liability is added. Another 3.3 per cent. social levy, computed on the basis of the corporate
income tax liability less €763,000 at the maximum, may be due unless the French receiving entity has a turnover
below €7,630,000 and at least 75 per cent. of its share capital is held by individuals or by companies which meet the
same conditions.
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Pursuant to sections 145, 146 and 216 of the FTC, the dividends received by French legal entities which hold at
least 5 per cent. of the share capital of the distributing company may benefit from the so-called parent-subsidiary
regime under which dividends are tax-exempt, except for 5 per cent. of their gross amount (i.e. including rax credit if
any) which are added back to the income subject to corporate income tax and which are deemed to correspond to
the expenses borne by the legal entity for the management of its participation in the distributing company. This
standard recapture may, however, be capped to the whole amount of all the expenses of any nature borne by the
parent company for the taxable year during which the dividends are received.

French legal entities may clect to be under such particular regime provided they have subscribed the participation
shares upon issuance or, provided they undertake to retain the participation shares for at least two years from their
acquisition.

The tax credit which may be attached to the dividends received by the parent company may not offset the corporate
income tax liability but may be used to offset any equalisation tax {(précompre) liabilicy arising, during the following
five years, in case the parent company redistributes the tax-exempt dividends to its own shareholders.

Capital gains

Pursuant to the provisions of the Treaty, capital gains realised by legal entities, resident of France within the meaning
of the Treaty, upon sale of shares of UK companies are in principle exclusively raxable in France.

Capital gains are subject to corporate income tax at the standard rate of 335 per cent. to which an additional levy at
the rate of 3 per cent. assessed on the corporate income tax liability is added. Another 3.3 per cent. social levy,
computed on the basis of the corporate income tax liability less €763,000 ar the maximum, may be due unless the
French receiving entity has a turnover below €7,630,000 and its share capital is held for at least 75 per cent. by
individuals or by companies which meet the same conditions.

However, pursuant to section 219-1 a ter of the FTC, if the shares have been regularly booked in a special account
for participations or a special sub-account, as the case may be, for more than two years, capital gains realised upon
their sale may bencfit from the so-called long-term capital gains special regime and thus be subject to corporate
income tax at the reduced rate of 19 per cent. {plus the above-mentioned social levy and contriburion), provided
nevertheless that the after-tax amount of the capital gain is booked to a long-term capital gain special reserve account.

This special regime only applies to shares which may be characterised as patticipations from an accounting viewpoint
ar which are deemed to constitute participations from a tax viewpaint.

Long-term capital losses may only offset long-term capital gains realised during the same year or the following
ten years.

Other taxes and duties

No French registration tax, stock-exchange rax, transfer tax, stamp ducy or any other similar documentary tax or
duty will be payable in France in respect of or in connection with the subscription, issue, placement, allotment or
delivery of the ICI Shares.

See the section "UK Taxation—Stamp duty and stamp duty reserve tax” for further information on potential UK
liabilitics arising on transfers of ICI Shares or Nil Paid Righus.

{d) irish Taxation

General

The following is a general summary of cerrain Irish tax consequences applicable to Irish Shareholders in respect of
the purchase, ownership and disposition of new or existing ICI Shares and the rights to subscribe for new ICI Shares.
Iv is based on Irish taxation laws currently in force, regulations promulgated thereunder, the current provisions of the
Ireland-UK Double Taxation Convention (the “Treaty”), specific proposals to amend any of the foregoing publicly
announced prior to the date hereof and the currently published administrative practices of the Irish Revenue
Commissioners, all as of the date hereof, and all of which are subject to change. This summary is of a general nature
only and does not discuss all aspects of Irish taxation that may be relevant to any pardcular Irish
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Shareholder. Persons who are in any doubt as to their position should take appropriate professional advice. It applies
only to Irish Shareholders that legally and benehcially hold their ICI Shares as capital assets and does not address
special classes of shareholders including, but not limited to, persons who hold more than 10 per cent. of the issued
share capital of ICI, dealers in securities, insurance companies, pension schemes, employce share ownership trusts,
collective investment undertakings, charities, tax-exempt organisations, financial institutions and close companies,
each of which may be subject to special rules not discussed below. For the purposes of this section, an “Irish
Shareholder” means a holder of new or existing ICI Shares or the right to subscribe for new ICI Shares, that: (i)
beneficially owns the 1CI Shares or the right to subscribe for new ICI Shares registered in their name; (ii) in the case
of an individual shareholder, is resident, ordinarily resident and domiciled in Ireland under Irish taxation laws; (iif)
in the case of a corporate sharcholder, is resident in Ireland under Irish taxation laws; and (iv) is not also resident in
any other country under the terms of any double taxation agreement entered into by Ireland.

Capital Gains Tax (""CGT""})
Disposal of IC] Shares

Irish Sharcholders that dispose of their ICI Shares will be subject to CGT to the extent that the proceeds realised
from such disposition exceed the indexed base cost of the ICI Shares disposed of and any incidental expenses. The
current rate of CGT is 20 per cent.

The issue of the new ICI Shares to Irish Shareholders pursuant to the Rights Issue in proportion to their existing
shareholding in ICI will be treated as a reorganisation of [CI's share capital for the purposes of [rish CGT. To the
extent that an Irish Shareholder takes up all or part of his rights under the Rights Issue, he will not be treated as
making a disposal of all or part of his holding of existing ICI Shares. No liability to Irish CGT in respect of the new
ICI Shares shall arise as a result of an Irish Shareholder taking up his entitlement to new ICl Shares in full.

The amount paid for the new ICI Shares will be added to the base cost for the Irish Shareholder’s existing holding or
holdings of ICI Shares. In general, on subsequent disposals, ICI Shares acquired art an earlier time will be treated, for
Irish tax purposes, to be disposed of on a “first in first out” basis. For this purpose the new ICI Shares will be treated
as having been acquired at the same time as the existing ICI Shares. Where an individual’s holding of existing ICI
Shares is treated as consisting of more than one asset for tax purposes, the new ICI Shares acquired will be attributed
pro rata to those existing [CI Shares.

Indexation relief will apply to the amount paid for the new ICI Shares provided such new ICI Shares are held for a
period in excess of twelve months.

Irish Shareholders that realise a loss on the disposition of ICI Shares will generally be entitled to offset such allowable
losses against capiral gains realised from other sources in determining their CGT liability in a year. Allowable losses,
which remain unrelieved in a year, may generally be carried forward indefinitely for Irish CGT purposes and applied
against capital gains in future years.

Where disposal proceeds are received in pounds sterling they will be translated into Euro amounts to calculate the
amount of any chargeable gain or loss. Similarly, acquisition costs denominated in a currency other than Euro will
be translated at the datc of acquisition to Euro amounts.

Disposal of Rights to Subscribe for New ICI Shares

If you sell all or some of your rights to subscribe for new 1CI Shares, or if you allow or are deemed to have allowed
your rights to lapse and receive a cash payment in respect of them, you may, depending on your circumstances, incur
a liability to Irish CGT on any capital gain realised.

Dividends

Individual Irish Shareholders will be subject 1o income tax on the amount of any dividend received at their marginal
rate of tax (currently either 20 per cent. or 42 per cent. depending on the individual’s circumstances).

Individual Irish Shareholders may, depending on their circumstances, also be subject to the Irish health levy of 2 per
cent. and pay related social insurance contribution of up to 3 per cent. in respect of their dividend income.
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Individual Irish Shareholders who are ordinarily resident but not resident in Ireland, will only be liable to Irish
income tax on dividends where they are in receipt of non-Irish income in excess of €3,810.

Corporate Irish Shareholders will be liable to corporation tax in respect of dividends received from ICI at the rate of
25 per cent.

Stamp Duty

Neither the allotment nor issue of new [CI Shares pursuant to the Rights Issue, nor any future dealing in existing or
new ICI Shares, will be subject to Irish stamp duty.

Capital Acquisitions Tax (""CAT"")

A gift or inheritance of new or existing ICI Shares or a right to subscribe for ICI Shares will not be within the charge
to Irish CAT unless the donor and/or the beneficiary is resident or ordinarily resident in Ireland. CAT is charged at
the rate of 20 per cent. above a tax-free threshold, which is determined by the amount of the benefit, and of previous
benefits wichin the charge to CAT, and the relatonship between the disponer and the successor or donee. CAT is
primarily payable by the person who receives the gift or inheritance. Credit against any lability may be available in
respect of an inheritance under the relevant [reland/UK Double Taxation Treary.

12. Significant change

There has been no significant change in the financial or 1rading position of the Group since 31 December 2001,
being the date to which the most recent audited financial statements {as set out in Part 4 of this document} were
drawn up.

13. Litigation

Save as disclosed below, neither ICI not any of its subsidiaries is involved in any legal ot arbitration proceedings
which may have, or have had, during the 12 months preceding the date of this document, a significant effect on the
financial position of the Group, nor are any such proceedings pending or threatened involving ICI or any of its
subsidiaries:

(a) The Glidden Company (“Glidden™), 2 wholly owned subsidiary of ICI, is a defendant, along with former lead
paint and pigment producers as well as other lead product manufacturers and their trade associations, in a
number of suits in the United States, four of which purport to be class actions. These suits divide into two
categories, first those secking damages for alleged personal injury caused by lead related products and second
those seeking the costs of removing lead-based paint.

Suits have been served on Glidden because an alleped predecessor company of Glidden manufactured lead
pigments until the 1950’s and lead-based consumer paints until the 1960's. Due 1o the nature of the suits,
Glidden is unable 1o quantify the amount being claimed although the suits are likely to involve substantial
claims for damages. Rulings adverse to Glidden could lead to additional claims.

The cases pending include a suit filed in 1989 by the New York Housing Authority in New York State court
seeking the removal of all lead-based paints from all buildings in two of the New York Housing Authority
projects. A purported personal injury class action suit filed in August 1992 on behalf of all children alleged 1o
be affected by lead-based paints is pending in the State court of Ohio, and a purpotted personal injury class
action on behalf of all children in the State of New York was filed in New York Suate court in 1998, In 1999,
the State of Rhode Island filed a suit seeking lead paint abatement and other monetary damages including costs
of related governmental programmes, and similar suits were filed by the City of St Louis, Missouri and the
County of Santa Clara, California in early 2000. Glidden is awaiting a decision from the Judge in the Rhode
Island case on 2 number of procedural matters. This decision is currently expected in early February 2002. The
judge’s decision will be significant in determining the likely overall timetable for the Rhode Island case and
could advance the likely trial date. In addition, two suits were filed in Maryland in 1999. One of these is a
purported class action secking abatement of lead paint in Maryland and the other is a personal injury suit on
behalf of six allegedly injured minors. In mid 2000, two Texas school districts filed separate suits seeking the
costs of removing lead-based paint and an individual action was filed in Chicago, Illinois seeking medical
monitoring and darnages for lead related illnesses. In the fater part of 2000, two personal injury actions were
filed in San Francisco, California and Jefferson, Mississippi. Four other individual personal injury acrions were
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filed in Baltimore, Maryland against Glidden and other members of the lead industry, however, these actions
have not been served on any of the defendants and no activity is expected for the foreseeable future. Several US
State legislatures have considered or are considering proposed legislation that could adversely affect Glidden’s
position in pending or possible future cases, including proposals that could add additional grounds for legal
liability or that would permit suits otherwise time-barred. ‘

In 2001, two Mississippi school districts filed separate suits seeking the costs of removing lead-based paint. The
county of Harris, Texas filed suit secking lead paint abatement and other monetary damages, and a suit was also
recently filed by the City of Newark, New Jersey. One further individual personal injury action, in addition to
the existing four, was filed in Baltimore, Maryland against Glidden and other members of the lead industry,
however, these Maryland actions have not been served on any of the defendants and no activity is expected for
the foreseeable future.

Glidden is aware that around 22 new cases were filed recently in New Jersey. Glidden is not currendy named as
a defendant in those cases though it could be named in those or other cases in due course.

Glidden believes that it has strong defences to all these claims and has denied all liability and will continue to
vigorously defend all actions.

(b} ICI Chemicals and Polymers Limited (“CAP”), a subsidiary, is involved in arbitration proceedings in Singapote
regarding PTA technology exchange and licence arrangements with PT Polyprima Karyareksa (“Polyprima”™).
Fees due under these arrangements are being claimed against Polyprima who, in response, has claimed damages
totalling up to US$130 million for alleged fraud, deceit, mistepresentation and concealment, allegarions which
CAP rejects and intends to resist vigorously.

(c) Pursuant to the sale agreement referred to in paragraph 14 of this Part 6, Incos Chlor has made a claim for
approximately £65m relating to expenditure allegedly required in relation to the Runcorn site. ICI has
responded denying all liability. As of 1 February 2002, proceedings have not yet been commenced by Ineos
Chlor buc it is possible that they will be in the near future.

14. Material contracts

The following contracts (not being contracts entered into in the ordinary course of business) have been entered into
in the two years immediately preceding the date of this document by ICI or any other member of the Group and
are, or may be, material to the Group or have been entered into at any time by ICI or another member of the Group
and contain any provision under which any member of the Group has any obligations or entitlements which are, or
may be, material to ICI or such other member of the Group:

{a) 2 Contribution Agreement (including a form of LLC Agreement) dated as of 15 April 1999 (as amended)
berween (1) 1CI (2) Huntsman Specialty Chemicals Corporation (“HSCC”) (3) Huntsman ICI Holdings LLC
{now HIH) and (4) Huntsman ICI Chemicals LLC (now Huntsman International Chemicals LLC (“HIC™)
under which ICI disposed of its Polyurethanes and Tioxide businesses and the majority of its UK based
Petrochemicals businesses to HIH, a new company jointly formed with HSCC, for an aggregate consideration
of £1.7bn. The Contribution Agreement contains various warranties and indemnities. The period for general
claims under the warranties has expired;

{b) an agreement dated 27 Aprit 1999 berween (1) ICI and (2) PPG Industries Inc. under which ICI agreed 1o sell
its automotive refinish paints and industrial paint and powder coatings businesses outside India, Sri lanka and
Pakistan f{or £425m. The agreement contains various warranties, undertakings and indemnities made by ICI for
the benefit of PPG Industries Inc;

(c) an agreement dated 3 October 1999, berween (1) ICI, (2) Incos Acrylics UK Parentco2 Limited and (3) Ineos
Acrylics Trader Limited under which ICI agreed to sell its global acrylics business for £505m. The agreement
contains various warrantics made by the ICI for the benefit of the Purchasers;

(d) an option agreement dated 2 November 2000 between (1) ICI (2) IClI Alta Inc., and (3} HSCC under which
ICI Alta Inc. had the right to require HSCC (o acquire its 30 per cent. equity interest in HIH, and HSCC had
the right to require ICI Al Inc. w0 sell its 30% equity interest in HIH w HSCC, in each case for a basic
purchase price of $365m (1ogether with interest from November 2000 until completion). Completion of the
option agreement was subject 1o the satisfaction of certain conditions (principally regulatory);
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(e)

{0

®

(h)

15.

16.
(a)

an agreement dated 5 December 2000 betrween (1) ICI and (2) Valueclip Limited (3) Totalalpha Limited (4)
Webrate Limited and (5) Mawlaw 519 Limited under which ICI agreed to sell its Chlor-Chemicals, Klea and
Crosfield businesses for an approximate consideration of £325m. The agreement contains various warranties
made by ICI for the benefit of the purchasers;

an agreement dated 12 December 2000 between (1) ICI (2) Phillips Petroleum United Kingdom Limited
(together “the Sellers”) and (3) Petroplus Refining Teeside Limited (“the Purchaser™) for the sale of Phillips-
Imperial Petroleum Ltd (a joint venture company in which ICI owned a 50 per cent. interest) to Petroplus of
Rotterdam. The total value of the transaction was $110m and ICI received a total consideration of $55m. The
agreement contains various warranties and tax covenants made by the Sellers for the benefit of the Purchaser;

an agreement dated 20 December 2001 between (1) ICI (2) ICI Alta Inc., and (3) HSCC amending cerrain
terms of the option agreement dated 2 November 2000 (the “Option Agreement”) in relation to the completion
of ICI's put option and providing that, subject to the satisfaction of certain conditions (principally regulatory),
HSCC will acquire the 30 per cent. equity interest held by ICI Alsa Inc. in HIH for a basic purchase price of
$365m (together with an amount equivalent to interest from December 2001 until completion), payable in the
third quarter of 2003. An additional amount of $32.7m will be payable unless HSCC exercises its right to
complete the purchase at the begining of the third quarter of 2003. The amount payable may separately be
reduced by up to $20m if HSCC makes advance payments; and

an Underwriting Agreement dated 4 February 2002 between ICI and the Underwriters, pursuant to which the
Underwriters have agreed, subject to certain conditions, to underwrite the new ICI Shares to be issued pursuant
to the Rights Issue up 10 2 maximum amount of 463,277,500 new ICI Shares. The obligations of the
Underwriters to subscribe for the new ICI Shares are several, each Underwriter being responsible for its
proportionate share of the new ICI Shares underwritten under the Underwriting Agreement as follows: UBS
Warburg 50 per cent., Goldman Sachs 30 per cent., and Merrill Lynch 20 per cent. In consideration of the
underwriting, 1CI has agreed to pay to the Underwriters {together with any relevant value added tax) (1) a
commission of 0.9 per cent. of £833,899,500, being the maximum amount of their underwriting commitment
(which commission will be reduced to 0.6 per cent. of £833,899,500 if the Underwriting Agreement does not
become unconditional), (2) a commission of 0.075 per cent. of £833,899,500 in respect of each period of seven
days or part thereof (if any) from and including 6 March 2002 to (and including) the earlier of (a) the second
business day after the last date for acceptance of the offer and (b) the date on which the Underwriters’
obligations to subscribe for new ICI Shares under the Underwriting Agreement cease, and (3) a fee of £2 million
(which fee will be reduced to £0.8 million if the Underwriting Agreement does not become unconditional).
Out of the commissions, the Underwriters will pay sub-underwriting commissions (to the extent that sub-
underwtiters are or have been procured).

The Underwriting Agreement contains warranties, undertakings and indemnities given by ICI in favour of the
Underwriters and provisions in favour of the Underwriters permitting its termination in certain circumstances.
The Underwriting Agteement is conditional on, amongst other things, the passing of the Resolutions of the
EGM, or any adjournment thereof and Admission becoming effective by not later than 8.00 am. on 26

February 2002 (or such later time and/or date as the Underwriters and ICI may agree (being not later 5 March
2002)).

Working capital

ICI is of the opinion that taking into account the net proceeds of the Rights Issue the Group has sufficient working
capital for its present requirements, that is at least for the next 12 months from the date of the publication of this
document.

Consents
UBS Warburg has given and has not withdrawn its written consent ¢o the inclusion in this document of its

name and the references to it in the form and context in which they appear.

Goldman Sachs has given and has not withdrawn its written consent to the inclusion in this document of its
name and the references to it in the form and context in which they appear.

Merrill Lynch has given and has not withdrawn its written consent to the inclusion in this document of its
name and the references to it in the form and context in which they appear,
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{d) KPMG Audit Plc has given and has not withdrawn its written consent to the inclusion in this document of its

17.

(a)

(b}

(c)
(d)

(e}

®

®

18.

name and the references to it in the form and context in which they appear.

Miscellaneous

The total costs and expenses of, or incidental to, the Rights Issue are estimated to be approximartely £24.4
million (exclusive of VAT). In addition, ICI may, at its sole discretion, pay a performance related fee of up to
£2 million in aggregate to UBS Warburg, Goldman Sachs and Merrill Lynch, as financial advisers.

The auditor of ICI, KPMG Audit Plc, Chattered Accountants and Registered Auditors, whose address is
8 Salisbury Square, London EC4Y BBB has audited the consolidated financial statements of ICI for the
three years ended 31 December 2001.

The Issue Price of 180 pence represents a premium of 80 pence to the nominal value of an ICI Share.

The financial information set out in this document relating to ICI does not constitute statutory accounts of ICI
within the meaning of section 240(5) of the Companies Act. Statutory accounts for ICI for each of the two
years ended 31 December 2000 have been delivered te the Registrar of Companies in England 2and Wales. The
auditors of ICI have made reports under section 235 of the Companies Act in respect of the consolidated
financial accounts for the three years ended 31 December 2001 and each such repore was an unqualified report
and did not contain a statement under section 237(2) or (3) of the Companies Act.

ICI Shares are already listed or traded on Euronext Paris S.A. and the SWX Swiss Exchange. Application will be
made to both these exchanges for the new ICI Shares to be listed and admitted to trading.

This prospectus constitutes the offer, subject to and upon the terms and conditions set out herein, of new 1CI
Shares to Qualifying CREST Sharcholders with registered addresses in the UK and to those who have given ICI
an address within the UK for setvice of notices for the purposes of section 90(2) of the Companies Act.

Certain of the Underwriters and their respective affiliates have performed, or may in the future engage in
commercial banking and investment banking transactions with the Company, including serving as dealers in
connection with the Company’s commercial paper programmes or as lenders of debt to be repaid with interest,
for which they have received and may in the future receive customary compensation. In the ordinaty course,
some of the proceeds from the Righrs Issue may be used to repay amounts outstanding under such debt
programmes or facilitics. Shortly prior to the announcement of the Rights Issue, each of UBS Warburg Ltd and
Goldman Sachs International agreed with the Company to make available, for 18 months, funding facilities
each in the amount of £250 million. The Company does not expect to draw on these facilities.

Documents available for inspection

Copies of the following documents will be available for inspection during usual business hours on any weekday
(Saturdays, Sundays and public holidays excepted) at the registered office of ICI and at the offices of Freshhelds
Bruckhaus Deringet, 65 Fleet Street, London EC4Y 1HS until the end of the Rights Issue offer period:

(@)
(b)

(©
(d
{e)
4
®

the memorandum and articles of association of ICI;

the audited consolidated financial statements of ICI for the years ended 31 December 1998, 1999, 2000 and
the audited results for the year ended 31 December 2001;

the letters of consent referred to in paragraph 16 of this Part 6;

the US Prospectus dated 4 February 2002, including documents incorporated by reference therein;
the service agreements referred to in paragraph 8 of this Part 6;

the material contracts referred to in paragraph 14 of this Part 6; and

this document.
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The following definitions apply throughout this document, except where the context requires otherwise:

“Admission and Disclosure Standards”

“Admission”

“ADR Depositary” or “ICI ADR
Depositary”

“Board”

“business day”

“certificated” or “in certificated form”

“Companies Act”

“CREST”

“CRESTCo™
“CREST Courier and Sorting Service ot
CCss”

“CREST Manual”

“CREST member”

“CREST participaﬁt”
“CREST sponsor”

“CREST sponsored member”

“Direciors”

means the requirements contained in the publication “Admission
and Disclosure Standards” dated May 2001 conraining, among
other things, the admission requirements to be observed by
companies seeking admission to wading on the London Stock
Exchange’s market for listed sccurities;

means admission of the new ICI Shares, nil paid, (i) to the Official
List and (ii) to trading on the London Stock Exchange’s market for
listed securities becoming effective in accordance with, respectively,
the Listing Rules and the Admission and Disclosure Standards;

means JP Morgan Chase Bank in its capacity as the ICI ADR
Depositary under the 1CI ADS Deposit Agreement;

means the directors of ICI, whose names are set out on page 4 of
this document;

means a day (excluding Saturdays and Sundays or public holidays
in England and Wales) on which banks generally are open for
business in London for the transaction of normal banking business;

means where a share or other security is not in uncertificared form;
means the Companies Act 1985, as amended;

means the relevant system for the paperless settlement of trades in
securities and the holding of uncertificated securities operated by
CRESTCo in accordance with the Regulations;

means CRESTCo Limited, the operator of CREST;

means the CREST Courier and Sorting Service established by
CRESTCo 1o faciiitate, inter alia, the deposit and withdrawal of

securities;

means the rules governing the aperation of CREST, consisting of
the CREST Reference Manual, CREST International Manual,
CREST Central Counterparty Service Manual, CREST Rules,
Registrars Service Standards, Settlement Discipline Rules, CCSS
Operations Manual, Daily Timetable, CREST Application
Peocedure and CREST Glossary of Terms (all as defined in the
CREST Glossary of Terms promulgated by CRESTCo on 15 July
1996 and as amended since);

means a person who has been admitted to CRESTCo as a system-
member (as defined in the Regulations);

means a person whao is, in relation to CREST, a system-participant
(as defined in the Regulations);

means a CREST participant admitted to CREST as a CREST

sponsor;

means a CREST member admitted to CREST as a sponsored
member;

means the directors of 1Cl, whose names appear on page 4 of this
document;
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“EGM or Extraordinary General Meecting”

“EU”

“Form of Proxy”

“Fully Paid Rights”
“Goldman Sachs”
“Great Britain”
“Group”

UHIH”

“ICI” or “the Company”

“ICI ADR”

“ICI ADS”

“ICl ADS Deposit Agreement”

“ICI Articles™

“1CI Enternational SAR Scheme”

“ICI Profit Sharing Schemes”

“1CI Share Option Schemes™

“ICI Share or Shares”

“1CI Shareholder or Shareholders”

means the Extraordinary General Mecting of ICI to be held on
Monday, 25 February 2002, notice of which is set out at the end of
this documenr;

means the European Union;

means the form of proxy for use in connection with the EGM
enclosed with this document;

means rights to acquire the new ICI Shares, fully paid;
means Goldman Sachs International;

means England, Scotland and Wales;

means IClI and its subsidiary undertakings;

means Huntsman International Holdings, LLC, a limited liabilicy
company formed under the laws of the State of Delaware;

means Imperial Chemical Industries PLC, incorporated and
registered in England and Wales under the Companies Acts 1908
to 1917 and re-registered as a public company under the
Companies Acts 1948 to 1980 with registered number 218019;

means an American Depositary Receipt evidencing ICl ADSs;

means an American Depositary Share, representing 4 ICI Shares,
issued by the ADR Depasitary in accordance with the ICl ADS
Deposit Agreement;

means the Deposit Agreement dated as of 1 October 1983 and
amended on 30 April 1990 between ICl, the ADR Depositary and
holders from time to time of [CI ADSs issued under it;

means the articles of association of ICI:

means the ICI Senior Staff Share Appreciation Rights Scheme
1994;

means the ICI UK Profic Sharing Scheme and the Quest
International ireland Share Participation Scheme;

means the 1984 United Kingdom Senior Staff Share Option
Scheme of ICl PLC, the ICI Senior Staff Share Option Scheme
1994 and the 1994 UK Sharesave Scheme of IC] PLC;

means ordinary share(s) with a nominal value of £]1 each in the
share capital of ICI;

means holders of [CI Shares;
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“ICI UK Bonus Conversion Plan”

“ICI UK Restricted Share Awards”

“ICI US Bonus Conversion Plan”
“ICI US Restricted Stock Plan”

“ICI US SAR Scheme”

“Internanional Businesses”
“ISAs"
“Issue Price”

“Listing Rules”

“London Stock Exchange”
“member account 1D”
“Merrill Lynch”

“new ICI ADS”

“new ICI Share or Shares”

“Nil Paid Rights”
“Official List”

“Qverseas Sharcholders”

“participant 1D”

“PEPs”

“Provisional Allotment Letters” or “PALs”

“PTA”

“Qualifying CREST Shareholders”

“Qualifying non-CREST Shareholders”

means the ICI Senior Staff Bonus Conversion Plan 1994;

means any outstanding restricted shares awarded by ICI to
employees;

means the Bonus Conversion Plan of IC1 American Holdings Inc.;
means the Restricted Share Plan of ICI America Holdings Inc.;

means the Senior Staff Share Appreciation Rights Plan of ICI
American Holdings Inc.;

means National Starch, Quest, Performance Specialties and Paints;
means [ndividual Savings Accounts;
means 180 pence per new ICI Share;

means the rules and regulations made by the UK Listing Authority
under section 74 of the Financial Services and Markets Act 2000 as
amended from time to time;

means London Stock Exchange plc;

means the identification code or number attached to any member
account in CREST;

means Merrill Lynch International;

means an American Depositary Share representing 4 new ICI
Shares, issued by the ADR Depositary in accordance with the
provisions of the ICI ADR Deposit Agreement;

means the [Cl Shares to be issued in connection with the Rights
Issue;

means the rights to acquire the new ICI Shares, nil paid;
means the Official List of the UK Listing Authority;

means [CI Shareholders with registered addresses outside the UK or
who are citizens or residents of countries outside the UK;

means the identification code or membership number used in
CREST to identify a particular CREST member or other CREST
participant;

means Personal Equity Plang;

means the renounceable Provisional Allotment Letters expected to
be sent to Qualifying non-CREST Shareholders {other than cercain
Overseas Sharchoiders) in respect of the new ICI Shares to be
provisionally allotted to them pursuant o the Rights Issue;

means pure terephihalic acid;

means Qualifying Sharcholders holding ICI Shares in uncertificated

form;

means Qualifying Sharcholders holding 1CI Shares in certificated
form;
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“Quali: 7ing Shareholders”

“Record Date”

“Regional and Industrial Businesses”
“Regulations”
“Resolutions”

“Rights Issue”

“SEC”
“Securities Act”’

“Sharcholder Helpline”

“stock account”

]

“subsidiary undertakings’
“UBS Warburg”

“UK Listing Authority”

*“UK or United Kingdom”

]

“uncertificated” or “in uncertificated form’

“Underwriters”
“Underwriting Agreement”

“US Holders”
“US or United States”

“US Prospectus”

means holders of ICI Shares on the register of members of ICI at
the Record Date;

means close of business on 20 February 2002;

means the Group’s businesses other than the International
Businesses;

means the Uncertificated Securities Regulations 2001  (SI
2001/3755), as amended;

means the resolutions contained in the notice of Extraordinary
General Meeting set out at the end of this document;

means the proposed issue by way of rights of new ICI Shares to
Qualifying Shareholders on the basis described in this document
and, in the case of Qualifying non-CREST Shareholders, in the
Provisional Allotment Letters;

means the US Securities and Exchange Commission;
means the US Securities Act of 1933, as amended;

means the helpline set up for ICI Sharcholders that will advise
shareholders about how to complete the Provisional Allotment
Letter (if they are Qualifying non-CREST Shareholders) and answer
questions about the Rights Issue;

means an account within a member account in CREST to which a
holding of a particular share or other security in CREST is credited;

has the meaning given in section 258 of the Companies Act;

means UBS AG, acting through its business group UBS Warburg
or, where appropriate, its subsidiary UBS Warburg Ltd;

means the Financial Services Authority in its capacity as the
competent authority for the purposes of Part VI of the Financial
Services and Markets Act 2000 and in the exercise of its functions
in respect of the admission to the Official List otherwise than in
accordance with Part VI of the Financial Services and Markets Act
2000,

means the United Kingdom of Great Britain and Northern Ireland;

means recorded on the relevant register of the share or security
concerned as being held in uncertificated form in CREST, and title
to which, by virtue of the Regulations, may be transferred by means
of CREST;

means UBS Warburg, Goldman Sachs and Merrill Lynch acting in
their capacity as underwriters;

means the conditional agreement dated 4 February 2002 between
ICI and the Underwriters relating to the Rights Issue;

means [Cl Shareholders with US registered addresses;

means the United States of America, its territories and possessions;
and

means the prospectus forming part of an effective registration
statement on Form F-3 filed by ICI with the SEC in connection
with the Rights Issue.
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Notice of Extraordinary General Meeting

IMPERIAL CHEMICAL INDUSTRIES PLC
(Registered in England No. 218019)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of Imperial Chemical Industries PLC (the
“Company’”) will be held ar Queen Elizabeth 11 Conference Centre, Broad Sanctuary, Westminster, London SW1
on Monday, 25 February 2002 at 9.30 a.m. to consider and, if thought fir, to pass the following Resolutions, which
will be proposed as Ordinary Resolutions:

ORDINARY RESOLUTIONS

THAT the authorised share capital of the Company be and is hereby increased from £850,000,000 to
£1,400,000,000 by the creation of an additional 550,000,000 ordinary shares of £1 each; and

THAT, subject to the passing of the Resolution numbered 1 in the Notice of the Meeting and in addition to
all existing authorites, the Directors be and are hereby specifically authorised in accordance with section 80 of
the Companies Act 1985 (the “Act™) to exercise the powers of the Company to allot relevant securities (as
defined in section 80 of the Act) up to a2 maximum nominal amount of £463,277,500 in connection with a
rights issue on the terms and subject to the conditions described in the circular to shareholders dated 4 February
2002, a copy of which has been produced to the Meeting and inidalled by the Chairman for the purposes of
identification provided thac this authority (unless previously revoked or varied by the Company in general
meeting) shall expire at the close of the Annual General Meeting of the Company to be held in 2002, save thac
the Directors may allot relevant securities pursuant 1o this authority after that date pursuant w an offer or
agreement made by the Company on or before thar date as if such authority had not expired.

Registered Office: By Order of the Board
Imperial Chemical House Drebjani Jash
Millbank Company Secretary
London 4 February 2002
SW1P 3JF

Nates:

(1)
2)

(3)

(4

A Member of the Company is entitled to assend and vote or be represensed at the Meeting.

A Member of the Company may appoint one or more proxies (whether Members or not) to attend and, on a poll, o
vote instead of the Member.

The form of proxy and the power of attorney or other authority (if any) under which it is signed, or a notarially
certified copy of that power or authority, must be deposited with the Company's Registrar, Lloyds TSB Registrars, The
Causeway, Worthing, West Sussex BN99 6B/, no later than 9.30 a.m. on Saturday, 23 February 2002.

Completion and resurn of a form of proxy does not preclude a Member from attending the Meeting and voting in
person should hefshe so wish.




