6371237

ort and Financial Statements

1 110 al

OOOOOOOOOOOOOO




Ulixes Limited

Directors

W T Hill

S Duyfjes

A Weaver Fisher

Secretary

Pinsent Masons Secretanal Limited
1 Park Row

Leeds

LS1 5AB

Auditors

Emst & Young LLP
I Bnidgewater Place
Water Lane

Leeds

LS11 5QR

Registered Office
Aquarus House

6 Mid Point Business Park
Thombury

Bradford

BD3 7AY




Ulixes Limited

Registered No 06371237

Directors’ report

The directors present their report and financial statements for the year ended 31 December 2012

Results and dividends
The loss for the year afier taxation amounted to £5,457.000 (2011 — loss of £12,390,000) The directors do
not recommend a final dividend (2011 — £nul)

Principal activity and review of the business

The company has acted, and continues to act, since icorporation as a holding company Details of
subsidiary undertakings are included 1n note 7

The company's key financial and other performance indicators during the year were as follows

2012 2011
£000 £000
Shareholders’ funds 51,529 45,923

Excluding loans and interest owed to 1ts parent undertaking the company has net assets of £225,172,000
(2011 — £228,064,000)

On 17 December 2012, the company 1ssued 11,062,897 of £1 ordinary shares to its immediate parent,
Univar Inc in exchange for the capitalisation of one of its USD denominated intercompany loans

On 20 December 2012, the company acquired a number of frechold properties from a UK subsidiary
entity, Cravenhurst Properties Limited The transfer was executed at net book value

Future developments

The directors itend the company to continue to act as a holding company

Principal risks and uncertainties

The company holds significant investments i group companies and there 1s a nsk that these investments
will not be recovered, although as the group continues to produce positive cash flows the directors are
confident of their recoverability

The company has two unsecured interest bearing intercompany loans with 1ts ultimate parent, Umivar Inc,
all of which are denominated in US Dollars The mterest and exchange risk 1s mingated by the fact that the
loans are from a fellow group company

Going concern

The company participates in the group’s centralised treasury arrangements and so shares banking
arrangements with its parent and fellow subsidianes As a consequence, the directors believe that the
company 1s well placed to manage 1its business risks successfully despite the current uncertain economc
outloock After making enquiries, the directors have a reasonable expectation that the company and the
group have adequate resources to continue n operational existence for the foreseeable future Umvar Inc
has also agreed to continue to support the company until at least t October 2014
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Directors’ report (continued)

Directors
The directors who served the company during the year and subsequently were as follows

W THill

C Jeusse (resigned with effect from 11 May 2012

A Weaver Fisher

S Duyfjes (appointed with effect from [ 1 May 2012

Directors’ liabilities

The company has granted an indemntty to one or more of its directors aganst liability 1n respect of
proceedings brought by third parties, subject to the conditions set out in the Companies Act 2006 Such
qualifying third party indemmty provisions remain in force as at the date of approving the directors’
report

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 15 no retevant
audit information, being information needed by the auditor in connection with preparing 1ts report, of
which the auditor 1s unaware Having made enquiries of fellow directors and the company’s auditor, each
cirector has taken all the steps that they are obliged to take as a director in order to make themselves aware
of any relevant audit information and to establish that the auditor 15 aware of that information

Auditors

A resolution to reappomt Ernst & Young LLP as auditors will be put to the members at the Annual
General Meeting

On behalf of the Board

e

S DuyfjeK - Director
15 July 2013



Ulixes Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable law)
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that peniod In prepaning these financial statements, the directors are required to

*  select sutable accounting policies and then apply them consistently,
¢  make judgments and estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements, and

e  prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the company will continue m business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
posttion of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other rregularities




Independent auditors’ report

to the members of Ulixes Limited

We have audited the financial statements of Ulixes Limited for the year ended 31 December 2012 which
comprise the Profit and Loss Account, the Statemens of Total Recognised Gains and Losses, the Balance
Sheet and the related notes 1 to 14 The financial reporting framework that has been apphed in their
preparation 1s applicable law and Umited Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

This report is made solely to the company’s members, as a body, i accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them n an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the

company and the company’s members as a body, for our audit work, for this report, or for the opimions we
have formed

Respective responsibilities of directors and auditor

As explamed more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 15 to audit and express an opinion on the financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit invelves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropnate to the company’s circumstances and have been consistently apphed and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information n the
report and financial statements to 1dentify material inconsistencies with the audited financial statements If
we become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report

Opinion on the financial statements

In our opinion the financial statements

e  give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of its loss
for the year then ended,

»  have been properly prepared 1n accordance with Unmited Kingdomn Generally Accepted Accounting
Practice, and

s have been prepared in accordance with the requirements of the Comparues Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given in the Directors’ Report for the financial year for which the financial
statements are prepared ts consistent with the financial statements




Independent auditors’ report (continued)

to the members of Ulixes Limited

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, in our opinion

¢  adequate accounting records have not been kept, or retums adequate for our audit have not been
received from branches not visited by us, or

s the financial statements are not in agreement with the accounting records and returns; or
*  certain disclosures of directors’ remuneration specified by law are not made, or

s we have not recetved all the mformation and explanations we require for our audut

Cotsr o Ao o Af

Alastair John Richard Nuttall (Semor Statutory Auditor)
For and on behalf of Ernst & Young LLP (Statutory Auditor)

Leeds

¥ July 2013




Ulixes Limited

Profit and loss account
for the year ended 31 December 2012

2012 2011
Notes £000 £000
Turmover
Administrative expenses (2) -
Exchange gain / (loss) 7,889 (3,651)
Operating profit/ (loss) 2 7.887 (3,651
Interest payable and simitar charges 4 {10,454) (10,023)
Loss on ordinary activities before taxation (2,567) (13,674)
Tax 5 (2,890) 1,284
Loss for the financial year 11 (5,457) (12,390)

All amounts relate to continuing activities

Statement of total recognised gains and losses
for the year ended 31 December 2012

There are no recognised gains or losses other than the loss attnbutable to the shareholders of the company

of £5,457,000 1n the year ended 31 December 2012 (2011 — loss of £12,390,000)




Ulixes Limited

Balance sheet
at 31 December 2012

Fixed assets

Tangible fixed assets
Investments

Current assets
Debtors amounts falling due within one year

Creditors amounts falling due within one year
Net current liabtlities

Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital
Capital reserve

Profit and loss account

Sharehoiders’ funds

Notes

10
11
11

12

2012 2011
£000 £000
3,533 -

243,718 243,718
247,251 243,718
7,092 9,976
(202,814)  (207.771)
(195,722)  (197,796)
51,529 45,923
51,529 45,923
11,063 -
104,356 104,356
(63,890) (58,433)
51,529 45,923

The financial statements of Ulixes Limited (registered number 06371237) were approved by the board of

direc

S Duyfjes
Dhrector

15 July 2013

s and authorised for 1ssue on 15 July 2013 They were signed on its behalf by




Ulxes Limited

Notes to the financial statements
at 31 December 2012

1. Accounting policies
Basis of preparation

The financial statements are prepared under the historical cost convention and in accordance with
applicable accounting standards

Going concern

The company participates in the group’s centrahsed treasury arrangements and so shares banking
arrangements with 1ts parent and fellow subsidiaries As a consequence, the directors beheve that the
company 15 well placed to manage 1ts busmness risks successfully despite the current uncertain economic
outlook After making enquiries, the directors have a reasonable expectation that the company and the
group have adequate resources to continue 1n operational existence for the foreseeable future Univar Inc
has also agreed to continue to support the company until at least 1 October 2014 Accordingly, the
management continue to adopt the gomg concern basis in preparing the annual report and financial
statements

Group financial statements

The company has not prepared group financial statements as 1t 1s a wholly owned subsidiary undertaking
of a company which itself prepares group financial statements and so 15 exempt by virtue of section 400 of
the Companies Act 2006 These financial statements present information about the company as an
individual undertaking and not about 1ts group

Statement of cash flows

Under FRS 1 (Revised 1996) the company is exempt from the requirement to prepare a statement of cash
flows on the grounds that 1t 1s a wholly owned subsidiary undertaking and group financial statements 1n
which the company 1s included are publicly available

Tangible fixed assets

Depreciation 1s provided on all tangible fixed assets at rates calculated to write off the cost, less estimated
residual value, of each asset evenly over its expected useful hife, as follows

Freehold buildings - 10 — 50 years

The carrying values of tangible fixed assets are reviewed for impairment in periods if events or changes 10
circumstances indicate the carrying value may not be recoverable

Investments

Investments 1n subsidiaries are stated in the balance sheet at cost less any provisions for impairment The
cartying value of investments 1s reviewed on an annual basis for any signs of mimpawrment When a
provision for impairment 15 deemed necessary the resulting expense 15 charged to the profit and loss
account

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction Monetary
assets and habilities denominated mn foreign currencies are retranslated at the rate of exchange ruling at the
balance sheet date

All exchange differences are taken to the profit and loss account




Ulixes Limited

Notes to the financial statements
at 31 December 2012

Accounting policies (continued)
Deferred taxation
Deferred taxation 1s recognised in respect of all uiming differences that have oniginated but not reversed at

the balance sheet date where transactions or events have occurred at that date that will result m an
obhigation to pay more, or right to pay less or to receive more, tax, with following exceptions

e  Provision 1s made for deferred taxation that would arise on remittance of the retained earnings of
subsidiaries, associates and joint ventures only to the extent that, at the balance sheet date, dividends
have been accrued as receivable

e Deferred tax assets are recognised only to the extent that the directors consider that it 1s more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which uming differences reverse, based on tax rates and laws enacted ot substantively enacted at the
balance sheet date

Interest-bearing loans and borrowings

All interest-bearing loans and borrowings are imitially recognised at net proceeds After imtial recognition
debt 1s increased by the finance cost in respect of the reporting period and reduced by repayments made in

the period
Finance costs of debt are allocated over the term of the debt at a constant rate on the carrying amount

Operating loss
This 1s stated after charging/(crediting)

2012 2011
£000 £000
Exchange {gain) / loss (7,889) 3,651
Depreciation of owned fixed assets 6 -

Audrtors’ remuneration of £1,000 in the current year was borne by a fellow group company (2011
£1,000)

Directors’ remuneration and staff costs

No remunerations were paid to the directors in the current year or preceding year for their services to the

company The company had no employees during the year apart from the directors

The directors of the company are also directors of the holding company and/or fellow subsidiaries The
directors received remuneration for the year of £3,000 (2011 — £3,000) in relation to quahifying services as
directors of this company, all of which was paid by Univar Inc and Univar Benelux SA

10




Ulixes Limited

Notes to the financial statements

at 31 December 2012

Interest payable and similar charges

Bank loans
Group nterest
Finance expenses

Tax

(a)  Tax on loss on ordinary activities

The tax {charge) / credit 15 made up as follows

Current tax.

UK corporation tax on the loss for the year
Adjustments 1n respect of prior year

Total current tax (note 5(b))

Deferred tax:

Adjustments n respect of prior year
Tax rate adjustment

Total deferred tax

Tax on loss on ordinary activities

(b}  Factors affecting tax credit for the year

2012 2017
£000 £000
- 416
10,454 8,536
- 1,071
10,454 10,023
2012 2011
£000 £000
- {4,038)
(2,890) (119)
(2,890) (4,157)
- 2,820
- 53
- 2,873
(2,890) (1,284)

The tax assessed for the year differs from the standard rate of corporation tax n the UK of 24 5% (2011 —

26 5%) The differences are explained below

Loss on ordinary activities before tax

Loss on ordinary activities multiphed by standard rate of corporation tax in

the UK 0f 24 5% (2011 — 26 5%)

Effects of

Non-deductible expenses

UK thin capitalisation adjustment
Non-{taxable)/deductible finance (gains)/costs
Reversal of imung differences

Group loss rehef surrendered for no consideration

Prior year adjustments
Current tax for the year (note 5(a))

2012 2011
£000 £000
(2,567) (13,674)

(629) (3,624)
2 .
875 -
(1.933) 2,405
- (2,819)
1,685 -
(2,390) (119)
(2,890) (a,157)

1"




Ulixes Limited

Notes to the financial statements
at 31 December 2012

Tax (continued)

A deferred tax asset totalling £2,953,000 (2011 — £3,209,000) in respect of non-trade deficits has not been
recognised due to uncertainty over the future utilisation

(c)  Factors that may affect future tax

The Finance Act 2012 received Royal Assent on 17 July 2012 and enacted a reduction 1n the mam rate of
corporation tax to 24% with effect from | Apnil 2012 and to 23% from | April 2013 Deferred tax has
therefore been provided at 23%

On 20 March 2013, 1t was announced n the 2013 Budget that the main rate of corporation tax effective
from 1 April 2014 will be 21% and that a further reduction of 1% will be applied to bring the main rate of
corporation tax to 20% from 1 Apnl 2015

If these above changes had been substantially enacted at the balance sheet date, the deferred tax asset
would have been unchanged

The aggregate impact of the proposed reductions from 23% to 20% would reduce the unprovided deferred
tax asset by approximately £385,000

Tangible Fixed Assets

Freehold
Property
£600
Cost
At | January 2012 -
Additions 3,539
At 31 December 2012 3,539
Depreciation
At 1 January 2012 -
Charge for the year 6
At 31 December 2012 6
Net book value
At 31 December 2012 3,533

At 1 January 2012 -

Included n freehold property 1s land with a cost of £699,000 (2011 — £mil) which 1s not depreciated

On 20 December 2012, the company acquired a number of Freehold Properties from a UK subsidiary
entity, Cravenhurst Properties Limited The transfer was executed at net book value

12



Ulixes Limited

Notes to the financial statements
at 31 December 2012

Investments
Subsidiary
undertakings
£000
Cost
At 1 January 2012 and 31 December 2012 243,718

The company has taken advantage of section 405(2) of the Companies Act 2006 and disclosed only those
mnvestments whose results or financial position matenally affected the figures shown 1n the company’s
annual financial statements

The material investments in which the company holds at least 20% of the nomnal value of any class of
share capital, all of which are unhsted, are as follows

Proportion
of voting
rights and Nature of
Nante of company Holding  shares held busmess
Univar UK Limated Ordmary/Preference shares 100%  Holding company
Univar UK Holdings Limited* Ordinary shares 100%  Holding company
Ellis & Everard (UK Holdings) Limited* Ordinary shares 100%  Holding company
Chemical
Distrupol Limited * Ordinary shares 100%  distribution
Chemical

Univar Limited * Ordinary shares 100%  distribution
Univar Specialty Consumables Limited* Ordinary shares 100%  Consumables
*Investment held by subsidiary undertaking
Debtors

2012 2011

£000 £000
Amounts due within one year
Amounts owed by subsidiary undertakings 7,085 8476
Other debtor 7 -
Corporation tax - 1,500
Deferred tax (note 5(c)) - _

7,092 9,976

13



Ulixes Limited

10.

11.

12.

13.

Notes to the financial statements
at 31 December 2012

Creditors: amounts falling due within one year

2012 2011
£000 £000
Amounts owed to subsidiary undertakings 29,171 25,630
Amounts owed to parent undertaking — loan 172,547 182,068
— other 1,096 73
202,814 207,771

On 17 December 2012, one of the intercompany loans held with the immediate parent entity, Univar Inc
was capitalised (refer to note 10) The remaining two intercompany loans are unsecured and have no set
date for repayment Interest 1s charged on the loan of £172,547,000, from Ulixes Ltd’s parent undertaking,
at a rate of 4 06188% for £105,717,000 and 7 5% for £66,830,000 These loans and associated interest is
denominated in US Dollars No interest 1s charged on any other group borrowings

Issued share capital

2012 2011
Allotted, called up and fully paid No £000 No £000
Ordinary shares of £1 each 11,062,997 11,063 100 —

On 17 December 2012, the company 1ssued 11,062,897 of £1 ordinary shares to its immediate parent,
Univar Inc in exchange for the capitalisation of an intercompany loan (refer to note 9)

Movement reserves

Profit and Caputal

loss account reserve

£000 £000
At 1 January 2012 (58,433) 104,356
Loss for the year (5.457) -
At 31 December 2012 (63,890) 104,356

Reconciliation of shareholders’ funds and movements on reserves

2012 2011

£000 £000

Opening shareholders’ funds 45,923 58,313
Loss for the year (5.457) (12,390)
Share capital 1ssue 11,063 -
Closing shareholders’ funds 51,529 45,923

Related party transactions

The directors have taken advantage of the exemption m FRS 8, paragraph 3(c), and have not disclosed
related party transactions with parent and fellow subsidiary undertakings

14




Ulixes Limited

14.

Notes to the financial statements
at 31 December 2012

Ultimate parent undertaking and controlling party

Univar Inc 1s the immediate parent, ultimate parent undertaking, and controlling party

Group financial statements, incorporating Uhixes Limited, for year ended 31 December 2012 were drawn
up by Umivar Inc, a company incorporated in the USA The consolidated financial statements of Univar
Inc have been filed at Companies House in comunction with the financial statements of the ultimate UK
parent company, Ulixes Limited

15
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Ernst & Young LLP
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Tel +1206621 1800
Fax +1 206654 7799
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Report of Independent Auditors

‘The Board of Directors and Stockholders
Univar inc

We have audited the accompanying consolidated financial statements of Univar [nc (the Company),
which compnse the consolidated balance sheets as of December 31, 2012 and 2011, and the related
consolidated statements of operations and comprehensive income, stockhclders’ equity and cash flows
for each of the three years in the penod ended December 31, 2012, and the related notes to the
consofldated financial statements

Management's Responslbility for the Financial Statements

Management 1s responsitle for the preparation and far presentation of these financial statements in
confermity with U § generally accepled accounting pnnciples, this includes the design, implementation,
and maintenance of Internal control relevant to the preparation and fair presentation of financial
statements that are free of material misstaternent, whether due te fraud or error

Auditor's Responsibility

Our responsibiiity is to express an opinion on these financial statements based on our audits We
conducted our audits in accordance with audming standards generally accepted in the United States
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of matenal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements The procedures selected depend on the auditor's judgment, including the
assessment of the nsks of matenal misstatement of the financial staternents, whether due to fraud or
error In making those nsk assessments, the auditor considers intemal control relevant to the entity's
preparation and fair presentation of the finangal statements in order to design audit procedures that are
appropnate in the circumstances, but not for the purpose of expressing an opinton on the effectveness of
the entity's intemal control Accordingly, we express no such opinion An audit also includes evaluating
the appropnateness of accountng policies used and the reasonableness of signficant accounting
estimates made by management, as well as evaluasting the overall presentation of the financial
statements

We believe that the audit evidence we have obtained is sufficlent and appropriate to provide a basis for
our audit opirion

Opinion

In our opinion, the financial statements referred to above present faily, in all matenal respects, the
consolidated financia} position of Univar Inc at December 31, 2012 and 2011, and the consclidated
results of its operations and its cash flows for each of the three years in the period ended December 31,
2012, in conformity with U S generally accepted accounting pnnciples

W + MLLP

March 29, 2013

A member firm ol Emsl & Young Global Lefuled




UNIVAR INC.
CONSOLIDATED BALANCE SHEETS

December 31,
(in USS millions, except share data) 2012 2011
Assets
Current assets
Cash and cash equivalents s 2209 3 963
Trade accounts recetvable, net 1,243 2 1,164 9
Inventories 928 8 7615
Prepaid expenses and other current assets 1589 148 4
Income tax receivable 523 141
Deferred tax assets, net 205 218
Total current assets 26246 2,207 0
Property, plant and equipment, net 1,152 8 1,062 8
Goodwill 1,883 0 1,673 6
Intangible assets, net 7622 652 6
Deferred tax assets, net 204 213
Other assels 759 848
Total assets § 6,5189 $§ 57021
Liabihittes and stockholders’ equity
Current habilities
Short-term financing b3 1217 % 916
Trade accounts payable 8921 910 7
Current portion of long-term debt 258 202
Accrued compensation 698 865
Other accrued expenses 3846 3082
Deferred tax liabilities 18 -
Income taxes payable 17 17
Total current habilities 1,497 5 1,418 9
Long-term debt 3,7502 3,0228
Pension and other postretirernent benefit liabilities 3778 3442
Deferred tax habihities 1886 612
Other long-term habihties 178 4 194 7
Commuments and contingencies
Stockholders’ equity
Common stock, $0 000000014 par value, 734,625,648 shares authorized, 198,015,889
shares 1ssued and outstanding at December 31, 2012 and 194,910,000 shares 1ssued and
outstanding at December 31, 2011 — —
Additional paid-in capital 1,426 5 1,387 1
Accumulated deficit (898 7y (701 3)
Accumulated other comprehensive income (loss) (1 4) (25 5)
Total stockholders’ equity 526 4 660 3
Total habthues and stockholders’ equity $ 65189 §$§ 57021

The accompanying notes are an integral part of these consohdated financial statements

Umnivar Inc Annual Report 2012




CONSOLIDATED STATEMENTS OF OPERATIONS

UNIVAR INC,

Year Ended December 31,

(in USS millions, except per share data) 2012 Wi 2010
Net sales £ 97471 $ 97185 $ 79082
Cost of goods sold 7,924 6 7,883 0 6,399 9
1,822 5 1,8355 1,508 3
Operating expenses
Warehousing, selling and administrative 1,217 2 1,184 8 1,005 3
Other operating expenses, net 1849 1422 862
Depreciation 1117 108 4 830
Amortization 933 900 456
Impairment charges 758 1739 12 6
Total operating expenses 1,6829 1,699 3 1,2327
Operating income 1396 1362 2756
Other income (expense)
Interest income 90 71 77
Interest expense (269 9) (287 5) (309 0)
Loss on extingumishment of debt ©35) (le 1) (14 5)
Total other expense (261 4) (296 5) (315 8)
Loss before mcome taxes (121 8) (160 3) (40 2)
Income tax expense 756 159 304
Net loss 3 (1974 $ (1762) $ (706)
Loss per common share
Basic and diluted $ aon % ©91) $ (0 48)

The accompanying notes are an integral part of these consolidated financial statements

Unuvar Inc Annual Report 2012




UNIVAR INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31,

{in USS milllons} 2012 2011 010
Net loss b (197 4) $ (1762) £ (706)
Other comprehensive income, net of tax
Foreign currency translation adjustment 276 (56 ) 247
Pension hability adjustment (76) (69) (62)
Derivative financial instruments 41 45 35
Total other comprehensive income (loss) 241 (58 4) 220
Comprehensive loss b (173 3) $ (23406) (48 6)

The accompanying notes are an integral part of these consohdated financial statements

Univar Inc Annual Report 2012
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UNIVAR INC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,

(in USS millions) 2012 2011 2010
Operating activities
Net loss $ (1974 $ (1762) $§ (06
Adjustments to reconcile net loss to net cash provided by operating activities
Depreciation and amortization 2050 198 4 1286
Impairment charges 758 1736 126
Amortization of deferred financing fees 161 154 g5
Loss on extingwishment of debt 05 16 1 145
Loss on sale of property, plant and equipment 11 00 08
Deferred income 1axes 604 (53) 16
Stock-based compensation expense 175 190 13
Changes in operating assets and hatalities
Trade accounts receivable, net (139) 482) {112 5)
Inventortes (97 3) 172y 659
Prepaid expenses and other current assets 59 129 (350)
Trade accounts payable 47 4) 787 1863
Pensions and postrenrement benefit plans 194 75 {43 2)
Other, net (18 2) (13 5) 423
Net cash provided by operaung activities 15 5 2624 271
invesung acuvines
Purchases of property, plant and equipment (170 1) {102 9) (92 0y
Purchases of businesses, net of cash acquired (4912) (153 6) (698 6)
Proceeds from sale of property, plant and equipment 42 57 10
Net cash used by invesung acuvides (657 1) {250 8) (789 6)
Financing acuvities
Proceeds from debt 7457 1292 1,1453
Payments on debt (216) {198 5) (1287
Loans to related parties, net — (952 1) 187 6
Parent contnibutions — — 42
Capital contnbutions 261 — 4743
Retirement of shares 42) — —_
Proceeds hetd 1n escrow — 956 6 (956 6)
Financing fees paid (80) 81 —_
Short-term financing, net 158 378 229
Net cash prowvided (used} by financing activines 753 8 (35 1) 749 0
Net cash flow 1122 {23 5) (13 5)
Effect of exchange rate changes on cash 124 {8 1) 12
Net increase (decrease) in cash and cash equivatents 124 6 (316) 12 3)
Cash and cash equivalents at beginning of penod 963 1279 140 2
Cash and cash equivalents at end of pened S 2209 $ 963 $ 1279

Supplemental disclosures of cash flow information
Cash paid duning the penod for
Income taxes 5 695 $ 481 $ 720
Interest 2399 2503 1290
Non-cash activities
Additions of property, plant and equipment included in accounts payable and other acerued
expenses 16 8 244 22

The accompanymng notes are an integral part of these consclidated financial statements
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UNIVAR INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 Nature of operations

Headquartered m Redmond, Washington, Univar Inc (*Umvar” or the “Company”) 1s a leading global distnibutor of
commodity and specialty chemicals The Company 1s the largest independent chemical distributor in the United States and
Canada and the second largest in Europe, with addittonal distribution sites in Asia-Pacific and Latin Amenca and sales
offices located 1n Eastern Europe, the Middle East and Africa. The Company’s operations are structured into four reportable
segments that represent the geographic areas under which the Company manages 1ts business

*  Univar USA
*  Umvar Canada
«  Umivar Europe, the Middle East and Africa (“EMEA™)
«  Restof World
Rest of World includes certain developing businesses in Latin Amenca (including Mexico) and the Asia-Pacific region

Univar was mcorporated on October 12, 2007 as part of a plan to facilitate the acquisition of Umivar N V, a public
company listed on the Euronext exchange mn Amsterdam, by investment funds advised by CVC Capital Partners (“CVC”) and
investment funds associated with Goldman Sachs and Parcom As a result of the 2007 transactions, Univar’s sole stockholder
was Univar NV On November 30, 2010, funds managed by Clayton, Dubilier & Rice, LLC (“CD&R'™) acquired a 42 5%
ownership mterest in Univar through a combinauon of the purchase of shares 1ssued by Umvar and the acquisition of a
portion of the shares owned by Umvar NV (the "CD&R transaction™)

2 Significant accounting policies

Basis of presentation

The consolidated financial statements of Univar have been prepared in accordance with accounting principles generally
accepted n the United States of Amernica (*US GAAP’) Unless otherwise indicated, all financial data presented n these
consolidated financial statements are expressed in US dollars

The Board of Directors of the Company authorized a common stock split, effected on November 29, 2010, that
increased the total number of shares authorized from 1,000 shares of common stock, par value of $C 01 per share, to
734,625,648 shares of common stock, par value of $0 000000014 per share All share and per share data has been adjusted to
reflect the stock spht

Basis of consolidation

The consolidated financial statements include the financial statements of Univar and its subsidianies Subsidiaries are
consohdated 1f Univar has a controlhing financial interest, which may exist based on ownership of a majonty of the voting
nterest, or based on Univar’s determunation that it 1s the primary beneficiary of a vanable interest entity Univar did not have
any material interests n any vanable interest entiies during the years presented 1n these consolidated financial statements
All intercompany balances and transactions are eliminated in consolidation

Use of estimates

The preparation of consolidated financial statements 1n conformity with US GAAP requires management to make
estimates and assumptions that affect the amounts reported and disclosed n the financial statements and accompanying notes
Significant estimates 1n these consolidated financial statements include the allowance for doubtful accounts, the realizable
value of property and equipment, and goodwill and intangible assets, the fair value of assets and habilities acquired through
business combinations, the fair value of share-based compensation awards, environmental habilities, assets and obligations
relating to pension and other post-employment benefits, and tax valuation allowances Actual results could differ matenally
from these estimates

Univar Inc Annual Report 2012



UNIVAR INC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Prior period reclassifications

The Company reclassified certain operating expenses in 2011 and 2010 from warchousing, selling and admimstrative
to other operating expenses, net to conform to the presentation in the 2012 consolidated statements of operations As
disclosed 1n “Note 4 Other operating expenses, net,” these operating expenses relate to pension mark to market adjustments,
acquisition and integration related expenses, stock-based compensation expense, redundancy and restructunng costs,
advisory fees paid to stockholders, and other unusuat or non-recurring expenses This reclassification did not have an effect
on total operating expenses or operating income

Cash and cash equivalents

Cash and cash equivalents inctude all highly-liquid investments with an onginal matunty of three months or less that
are readily convertible 1nto known amounts of cash Cash at bank earns interest at floating rates based on daily bank deposit
rates

Trade accounts receivable, net

Trade accounts receivable are stated at the invoiced amount, net of an allowance for doubtful accounts of $16 3 milhion
and $12 2 million at December 31, 2012 and 2011, respectively The allowance for doubtful accounts 1s estimated based on
prior expenence, as well as an individual assessment of collectabulity based on factors that include current ability to pay,
bankruptcy and payment history

Inventories

Inventories consist primarily of merchandise purchased for resale and are stated at the lower of cost or net realizable
value Inventory cost 1s determined by the weighted average method Inventory cost includes direct labor and other costs
incurred te blend and repackage product and 1s net of supplier incentive rebates The Company recogmzed $14 6 milhon
lower of cost or market adjustments to 1ts related inventories 1n 2012 The expense related to these adjustments 1s included in
cost of goods sold 1n the consohidated statements of operations

Supplier incentives

The Company has arrangements with certain supphers that provide discounts when certain measures are achieved,
generally related to purchasing volume Volume rebates are recorded based on actual purchases made during each fiscal year
Discretionary rebates are recorded when received The unpaid portion of rebates from suppliers 1s recorded in prepaid
expenses and other current assets in the consolidated balance sheets

Property, plant and equipment

Property, plant and equipment are carned at histonical cost, net of accumulated depreciation and impairment losses, 1f
any Expenditures for improvements that incrcase asset values and extend useful hves are capitahzed Repairr and
maintenance costs are expensed as incurred Depreciation 18 recorded on a straight-line basis over the estimated useful lives
of each asset from the time the asset 15 ready for 1ts intended purpose, with consideration of any expected residual value

The estimated useful hives of plant, property and equipment are as follows

Buwldings 10-50 years
Main components of tank farms 5-40 years
Containers 2-15 years
Machmery and equipment 5-20 years
Furniture, fixtures and others 5-20 years
Information technology 3-10 years

The Company evaluates the carrying value of property, plant and equipment for impaimment 1if an event occurs or
circumstances change that would indicate the carrying value may not be recoverable If an asset 1s tested for possible
impairment, the Company compares the carrying amount of an asset to future undiscounted net cash flows expected to be
generated by the asset If the carrying amount of the asset 15 not recoverable on an undiscounted cash flow basis, an
inpairment loss 1s recognized to the extent that the carrying amount exceeds 1ts estimated fair value

The fair value of habihities related to the retirement of property 1s recorded when there 1s a legal or contractual
obligation to ncur asset retirement costs and the costs can be estumated The Company records the asset retirement cost by
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UNIVAR INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

increasing the carrying cost of the underlying property by the amount of the asset retirement obhigation The asset renrement
cost 1s depreciated over the estimated useful life of the underlying property

Leasehold unprovements are capitalized and amortized over the lesser of the term of the applicable lease, including
renewable penods if reasonably assured, or the useful life of the improvement The Cotmnpany capitalizes nterest costs on
sigmficant capital projects, as an increase to property, plant and equipment

Refer to “Note 6 Property, plant and equipment” for further information

Goodwill and intangible assets

Goodwl] represents the excess of the aggregate purchase price over the fair value of the net assets acquired 1n business
combnations Goodwill 1s tested for impairment annually, or between annual tests if an event occurs or circumstances
change that would more likely than not reduce the fair value of a reporting unit below 1ts carrying amount

Intangible assets consist of customer relationships, tradenames, supplier relationships, non-compete agreements and
exclusive distnbution nghts recognized n business combinations Intangible assets have fimte lives and are amortized over
their respective useful lives of 2.20 years Amortization of intangible assets 1s based on the pattern 1in which the economic
benefits of the intangible assets are consumed or otherwise used up which 1s normally based on the undiscounted cash flows,
or when net reliably determuned, on a straight-line basis Intangible assets are tested for impairment 1f an event occurs or
circumstances change that indicate the carrying value may not be recoverable

Refer to “Note 7 Goedwill and intangible assets™ for further information

Short-term financing

Short-term financing includes bank overdrafts and short-term lines of credit Refer to “Note 11 Debt” for further
information

Long-term debt

Long-term debt consists of loans with onginal maturities greater than one year Fees paid 1o secure financing are
included 1n other assets and are amortized using the effective interest method over the lives of the facilities Refer to “Note
11 Debt” for further information

Income taxes

The Company 1s subject to income taxes 1n the United States and numerous foreign junsdictions Significant judgment
in the forecasting of taxable income using histonical and projected future operating results 1s required in determining the
Company’s provision for income taxes and the related assets and habihities The provision for income taxes mcludes income
taxes paid, currently payable or receivable and those deferred

In the event that the actual outcome of future tax consequences differs from the Company’s estimates and assumptions
due to changes or future events such as tax legislation, geographic mix of the earmings, completion of tax audits or earmings
repatnation plans, the resulung change to the provision for income taxes could have a matenal effect on the consolidated
statements of operations and consolidated balance sheets

Deferred tax assets and habilities are determined based on differences between financial reporting and tax basis of
assets and habihties, and are measured using enacted tax rates and laws that are expected to be 1n effect when the differences
reverse Deferred tax assets are also recogmized for the estimated future effects of tax loss carryforwards The effect on
deferred taxes of changes 1n tax rates 1s recogmzed in the period 1n which the enactment date changes Valuation allowances
are established when necessary on a junsdicticnal basis to reduce deferred tax assets to the amounts expected more likely
than not to be reahized

The Company recognizes mnterest and penalties related to unrecognized tax benefits within nterest expense and
warchousing, selling and administrative, respectively, in the accompanying consolidated statements of operations Accrued
terest and penalties are included within other long-term hiabilities 1n the consolidated balance sheets

Refer to “Note 12 Income taxes™ for further information

Pension and other postretirement benefit plans

Umivar sponsors several defined benefit and defined contribution plans Univar’s contributions to defined contribution
plans are charged to income during the period of the emplayee’s service
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UNIVAR INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The benefit obligation and cost of defined benefit penston plans and other postretirernent benefits are calculated based
upon actuanal valuations, which involves making assumptions about discount rates, expected rates of return on assets, future
salary increases, future health care costs, mortality rates and future pension increases Due to the long-term nature of these
plans, such estumates are subject to significant uncertainty

The projected benefit obligation 1s calculated separately for each plan based on the esumated future benefit employees
have earned 1n return for their service Those benefits are discounted to determine the present value of the benefit obhigations
using the projected unit-credit method A liabnlity 1s recognized on the balance sheet, for each plan with a projected benefit
oblhigation 1n excess of plan assets at fair value An asset 1s recorded for each plan with plan assets at fair value in excess of
the projected benefit obhigation

Umvar recognizes the actuanal gains or losses that anise during the penod within other operating expenses, net wn the
consohdated statement of operations This “mark to market” adjustment wil! be recogmzed at each December 31, or more
frequently 1f required due te a curtaslment or settlement All other components of periodic benefit cost are classified as
warchousing, selling and admimstrative expenses 1n the consolidated statements of operations Umivar recognizes prior
service costs or credits that anse dunng the peniod in other comprehensive income, and amortizes these items in subsequent
penods as components of net peniodic benefit cost

The market-related value of plan assets 1s used to calculate the expected return on assets component of the net penodic
cost Univar has elected to use fair value as the market-related value of plan assets

Refer to *“Note 13 Employee benefit plans” for further information

Environmental liabilities

Environmental habilities are recognized for probable and reasonably estmable losses associated with environmental
remediation Incremental direct costs of the imvestgation, remediation effort and post-remediation momitoring are included in
the estimated environmental habilities Expected cash outflows related to environmental remediation for the next 12 months
and amounts for which the timing 1s uncertain are reported as current within other accrued expenses 1n the conschidated
balance sheets The long-term portion of environmental habilities 1s reported within other long-term labilities i the
consolidated balance sheets on an undiscounted basis, except for sites for which the amount and timing of future cash
payments are fixed or rehably determinable The total discount on environmental hiabihties was $3 1 milhon and $2 1 million
at December 31, 2012 and 2011, respectively The discount rate used m the present value calculation was 1 8% and 1 9% as
of December 31, 2012 and 2011, respecuvely Environmental remediation expenses are included within warehousing, selling
and admmistrative expenses in the consohdated statements of operations, unless associated with disposed operations, 1n
which case such expenses are included in other operating expenses, net

Environmental costs are capitalized 1f the costs extend the hfe of the property, increase its capacity and/or mitigate or
prevent contamination from future operations

Refer to “Note 14 Commitments and contingencies” for further information

Revenue recognition

Univar recognmzes net sales when persuasive evidence of an arrangement exists, products are transferred, or services
are provided to customers, the sales price 15 fixed or determinable and collectability 1s reasonably assured Net sales primanily
nclude product sales, billings for freight and handling charges and fecs earned for services provided, net of any discounts,
returns, customer rebates and sales or other revenue-based tax The Company recogmzes product sales and billings for freight
and handling charges when they are considered delivered to the customer under the terms of the sale Fee revenues are
recogmzed when services are completed

The Company's sales to customers sn the agriculture end-market, principally 1n Canada, often provide for a form of
nventory protection through credit and re-bill as well as understandings pursuant to which certain price changes from
chemical producers may be passed through to the customer These arrangements require us to make estimates of potential
returns of unused chemicals as well as revenue deferral to the extent the sales price i1s not considered determinable The
estimates used to determine the amount of revenue associated with product hikely to be returned are based on past expenence
adjusted for any current market conditions

Cost of goods sold

Cost of goods sold includes all inventory costs such as purchase price (net of supplier incentive discounts), as well as
direct labor and other costs incurred to blend and repackage the product Cost of goods sold 1s exclusive of costs to deliver
the product and depreciation expense
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UNIVAR INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Leases

All leases that are determined not to meet the capital lease cnitena are classified as operating leases Operating lease
payments are recogrized as an expense in the statements of operations on a straight-line basis over the lease term Dunng the
penods presented, the Company had no matenal capital lease commitments Refer to “Note 14 Commitments and
contingencies” for further information

Contingencies

A loss contingency 1s recorded if 1t is probable that an asset has been impaired or a habihty has been incurred and the
amount of the loss can be reasonably estimated The Company evaluates, among other factors, the degree of probability of an
unfavorable outcome and the ability to make a reasonable estimate of the amount of the ultimate loss Changes in these
factors and related estrmates could matenally affect the Company’s financial position and results of operattons Legal
expenses are recorded as incurred Refer to “Note 14 Commitments and contingencies™ for further information

Dervatives

The Company uses derivative financial instruments, such as foreign currency contracts, interest rate swaps and interest
rate caps, to manage its risks associated with foreign currency and interest rate fluctuations Denvative financial instruments
are recorded in the consolidated balance sheets as either an asset or hability at fair value Changes tn the fair value of
denvative financial instruments are recognized in the consolidated statements of operations unless specific hedge accounting
criteria are met

For the purpose of hedge accounting, hedges are classified as either far value hedges, when they hedge the exposure
to changes 1n the fair value of a recognized asset or hability, or cash flow hedges, where they hedge exposure to vanability in
cash flows that 1s either attnibutable to a particular nsk associated with a recognized asset or liability or a highly probable
forecasted transaction Gains and losses on fair value hedges that meet the conditions for hedge accounting are recognized
immediately 1n the consolidated statements of operations, along with the offsetting gain or loss on the refated hedged item
For cash flow hedges that meet the conditions for hedge accounting, the effective portion of the gain or loss on the denvative
financial instrument 15 recogmzed in other comprehensive mcome (loss) and the neffective portion 15 recognmzed
immediately in the statement of operations Amounts in accumulated other comprehensive income (loss) are reclassified to
the consolidated statement of operations in the same period in which the hedged transactions affect earnings

For derivative financial instruments designated as hedges, Univar formally documents the hedging relationship to the
hedged i1tem and 1ts nsk management strategy Univar assesses the effectiveness of its hedging instruments at inception and
on an ongoing basis Hedge accounting 1s discontinued when the hedging instrument 1s sold, expired, terminated or exercised,
or no longer qualifies for hedge accounting Any cumulative gain or loss on the hedging winstrument recognized in other
comprehensive income (loss) 1s reclassified into the consolidated statement of operations 1n the same penod during which the
hedged transaction affects earmings [If ut becomes probable that a hedged transaction will no onger occur, the net cumulative
gamn or loss recogmzed n other comprehensive income (loss) 1s reclassified into the consolidated statement of operations
immedately

Refer to *Note 18 Financial instruments” for further information

Foreign currency translation

The functional currency of the Company’s substdiaries 15 the local currency, unless the pnimary economic environment
requires the use of another currency Transactions denominated n foreign currencies are translated into the functional
currency of each subsidiary at the rate of exchange on the date of transaction Monetary assets and llabilities denominated 1n
foreign currencies are translated into the functional currency of each subsidiary at pentod-end exchange rates Net foreign
currency transaction gains and losses are recognized in the consolidated statements of operations, with the exception of
certain gans and losses relating to intercompany borrowings For the years ended December 31, 2012, 2011 and 2010, the
Company recogmzed net foreign currency transaction (gains) losses in warehousing, selling and admimstrative 1n the
consoltdated statements of operations of $2 3 mullion, $(4 7) million and $(4 1) million, respectively

Foreign currency gamns and loss relaung to intercompany borrowings that are considered a part of the Company’s
nvestment 1n a foreign subsidiary are reflected 1n accumulated other comprehensive income (loss) 1n stockholders' equity
Foretgn currency gains and losses on intercompany borrowings that are not considered a part of the Company’s investment 1n
a foreign subsidiary are recognized in the consolidated statements of operations For the years ended December 31, 2012,
2011 and 2010, the Company recogmzed foreign currency transaction (gains) losses on intercompany berrowings n interest
expense of $(1 Q) million, $8 0 million and $3 4 million, respectively
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UNIVAR INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Assets and habihties of foreign subsidianies are translated into US dollars at period-end exchange rates Income and
expense accounts of foreign subsidianes are translated at the average exchange rates for the period The net exchange gains
and losses ansing on this translation are reflected i accumulated other comprehensive income (loss) in stockholders’ equity

Share-based compensation plans

Univar recogmizes all share-based compensation as an expense based on the grant date fair value of each award
Umivar recognizes share-based compensation expense on a straight-line basis over the requisite service period for each
separately vesting tranche of an award Share-based compensation expense is classified within other operating expenses, net
in the consolidated statements of operations Refer to “Note 15 Share-based compensation” for further information

Fair value

Fair value 1s defined as the price that would be received to sell an asset or paid to transfer a hiability 1n an orderly
transaction between market participants at the measurement date US GAAP specifies a hierarchy of valuation techmques
based on whether the inputs to those valuation techmques are observable or unobservable Observable inputs reflect market
data obtained from independent sources, while unobservable inputs reflect the Company’s market assumptions These two
types of inputs have created the following fair-value hierarchy

Level 1 —  Quoted prices for rdentical instruments 1n active markets

Level 2 ~ Quoted prices for simtlar mstruments in active markets, quoted prices for identical or similar
instruments 1 markets that are not active, and model-derived valuation in which all sigmficant inputs and
sigmficant value drivers are observable in active markets

Level3 —  Valuations derived from valuation techniques mn winich one or more significant inputs or
significant value drivers are unobservable

When available, the Company uses quoted market prices to determimne fair value and classifies such items as Level 1
In cases where a market pnice 1s not avatlable, the Company will make use of observable market-based inputs to calculate far
value, 1n which case the items are classified as Level 2 If quote or observable market prices are not available, fair value 15
based upon internally developed valvation techmques that use, where possible, current market-based or independently
sourced market information I[tems valued using internally generated valuation techmiques are classified according to the
lowest level mput that 15 significant to the valuation, and may be classified as Level 3 even though there may be sigmficant
inputs that are readily observable

Earnings per share

Basic earnings per share 1s based on the weighted average number of common shares outstanding during each penod,
which excludes unvested restricted stock Diluted earnings per share is based on the weighted average number of common
shares and dilutive common share equivalents outstanding duning each period The Company reflects common share
equivalents relating to stock options and unvested restricted stock n its computation of diluted weighted average shares
outstanding unless the effect of inclusion 1s anti-dilutive The effect of dilutive secunties 1s calculated using the treasury
stock method Refer to “Note 17 Earmings per share” for further information

Recently issued and adopted accounting pronouncements

In May 2011, the Financial Accounting Standards Board (“FASB”) 1ssued new guidance to achieve common fair value
measurement and disclosure requirements between US GAAP and International Financial Reporting Standards This new
guidance amends current fair value measurement and disclosure gmidance to tnclude increased transparency around valuation
inputs and investment categorization The Company adopted this new guidance in the first quarter of 2012 Adoption of the
new guidance did not have a significant tmpact on the Company’s consolidated financial position, results of operations or
cash flows

In June 2011, the FASB 1ssued new gudance on the presentation of comprehensive income Specifically, the new
guidance requires an entity to present components of net income and other comprehensive income 1n one continuous
statement, referred to as the statement of comprehensive income, or Iin two separate, but consecutive statements The new
guidance eliminates the current option to report other comprehensive income and its components tn the statement of changes
mn equity While the new guidance changes the presentation of comprehensive income, there are no changes to the
components that are recognized 1n net income or other comprehensive income under current accounting guidance The
Company adopted this guidance 1n the first quarter of 2012, and elected to present components of net income and OCI in two
consecutive statements Adoption of the new gwidance did not have an umpact on the Company’s consolidated financial
position, results of operations or cash flows
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UNIVAR INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

In September 2011, the FASB 1ssued new guidance to amend and simplify the rules related to testing goodwill for
imparrment The revised guidance allows an initial quahtative evaluation, based on the entity’s events and circumstances, to
determine whether 1t 1s more likely than not that the fair value of a reporting unit 15 less than 1ts carrying amount The results
of this qualitative assessment determme whether 1t 1s necessary to perform the currently required two-step impairment test
The Company adopted this guidance in the first quarter of 2012, but elected not to perform an mhal quahtative evaluation
Adoption of this new guidance did not have an mmpact on the Company’'s consolidated financial position, resulis of
operations or cash flows

3 Business combinattons

Year ended December 31, 2012
Acquisition of Magnablend Holdings, Inc

On December 11, 2012, the Company completed an acqusiion of 100% of the equity mterest in Magnablend
Holdings, Inc ( Magnablend™), a Texas-based provider of custom spectalty chemical manufacturing, blending and packaging
solutions The acquisition provides Univar with a strong platform for future growth in the rapidly growing North American
o1l & gas market

Summanrized financial information

The fair values of assets acquired and liabilities assumed for Magnablend are as follows

Allocation of

(in USS milllons) Purchase Price
Cash 3 30
Trade accounts receivable, net 48 8
Inventones 600
Prepaid expenses and other assets 12 1
Deferred tax assets, net 43
Property, plant and equipment 357
Intangible assets 198 2
Assets 362 1
Trade accounts payable 234
Accrued compensation and other accrued expenses 143
Deferred tax liabilihes 74 7
Other long-term habilities 26 5
Liabihities 138 9
Net assets 2232
Goodwill ansing on acquisition 2710
Total acquisition cost 5 4942

As part of the allocation of the purchase price in 2012, the Company recognized $25 5 million n other long-term
habihities related to the Magnablend contingent consideration The Company will make an eam-out payment of up to $50 0
mllion based on Magnablend’s performance m 2013 and 2014 The contingent consideration was recognized at fair value
based on a real options approach, which took 1nto consideration management’s best estimate of Magnablend’s performance
n 2013 and 2014, as well as aclhievement nsk The hability wall be re-measured at fair value at each reporting date until the
hability 1s settled, with changes 1n the fair value recogmized as other operating expense {income)

Cash paid for the Magnablend acquisttion was as follows

(in USS millions)

Net cash acquired with Magnablend b 30

Cash paid (494 2)

Net cash pad 3 @9
15
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UNIVAR INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Costs of approximately 371 million directly attnbutable to the acquisition, consisting prnimanly of legal and
consultancy fees, were expensed as incurred (n other operating expenses, net in the consolidated statement of operations

Substantially all of the goodwtll recogmzed above was attnibuted to the expected synergies from combining the assets
and activittes of Magnablend with those of the Company’s USA segment The goodwill ansing on the Magnablend
acquisition 15 not tax-deductible The intangible assets recognized were primarily customer relattonship intangibles, which
will be amortized on an accelerated basis over a penod of 13 years

The financial statements include the results of Magnablend from the acquisiton date Net sales and net loss of
Magnablend 1ncluded i the consolidated statement of operations for the year ended December 31, 2012, were $14 4 million
and $4 9 million, respectively

Supplemental pro forma information (unaudited)

The following table presents summarized pro forma results of the Company and Magnablend had the acquisition date
of the 2012 business combination been January 1, 2011

(in USS millions) 2012 2011
Net sales b 10,1125 % 9,900 7
Net income (loss) (181 %) (187 4)
Earntngs (loss) per common share — basic and diluted b 093) § (0 96)

The supplemental pro forma information presents the combined operating results of the Company and the business
acquired, adjusted to exclude acqusinon-related costs, include the additonal depreciation and amortization expense
associated with the effect of fair value adjustments recognized, and to mclude interest expense and amortization of debt
1ssuance costs related to the Company borrowings used to fund the acquisition

Year ended December 31, 2011
In 2011, the Company completed three acquisitions for a total purchase prnice of $158 5 million

On January 3, 2011, the Company completed an acqusition of 100% of the equity interest in Quaron, a leading
chemical distnibutor in Belgium and the Netherlands The combined orgamizations will offer better product selection and
enhanced value-added services to customers and provide supplier partners with greater opportunities for sales growth and
technical service

On March 16, 2011, the Company completed an acquisitton of 100% of the equity interest 1a Eral-Protek, a teading
chemical distributor 1n Turkey This acquisition gives the Company a greater presence 1n the region, as Turkey 15 a growing
market and an mmportant logistical and cultural bridge between Europe and the Company’s growmng Middle Eastern and
African business

On August 31, 2011, the Company completed an acquisition of 100% of the equity interest in Arinos, a leading
chemical distnbuter of specialty and commodity chemicals and high-value services 1n Brazil The acquisition provides
Urivar with a presence in the Brazilian market and wall provide customers with access 10 a broader base of products through
Univar’s existing global supply chain
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Summartzed financtal information

In 2012, the Company finalized 1ts purchase accounting and recorded several insignificant adjustments to the balance
sheets of the acquired companies, with no net impact to goodwill

The final fair values of assets acquired and habilities assumed for the 2011 acquisinions are as follows

Allocation of
(in USS$ millicns) Purchase Price
Cash $ 31
Trade accounts recervable, net 422
Inventories 2690
Prepaid expenses and other current assets 74
Property, plant and equipment 542
Intangible assets 399
Deferred tax assets 23
Other noncurrent assets 199
Assets 195 0
Short-term financing 84
Trade accounts payable 266
Other accrued expenses 140
Deferred tax ltabihities 194
Long-term debt 154
Other long-term Liabihities 208
Liallities 104 6
Net assets 304
Goodwill anising on acquisition 68 1
Total acquisihion cost $ 158 5

As part of the allocation of the purchase price 1n 2011, the Company recognized $15 6 millien (29 3 rmlhon Brazilhian
Reals) 1n other long-term habilities for Annos contingencies incurred pre-acquisition The contingencies were recogmized at
fair value based on the *more likely than not” recognition threshold, and primanly relate to taxes and potential labor claims
The contingencies will be resolved within five years of the acquisition date as the statute of hmitations for each potential
claim expires at various dates through 2015 The pre-acquisition contingencies decreased to $12 7 million (26 0 million
Brazihian Reals) as of December 31, 2012, pnmanly due to changes in estimates and the expiration of statute of hmitations
The Company estimates the range of outcomes to be from $1 0 milhon to $15 3 mullion The Company also recognized a
$15 6 million (29 3 milhon Brazihan Reals) indemnification asset in other assets relating to these Arinos contingencies as
part of the allocation price in 2011 Under the terms of the Annos Purchase and Sale Agreement between the Company and
the sellers, the Company has a nght to recover from the sellers any costs associated with certain contingent habilities incurred
pre-acquisiion Indemmification payments from the sellers are subject to an overall cap of 40 0 million Brazihan Reals wathin
five years from the date of acquisition The imtial recogmtion and value of the indemnification asset was on the same basis as
the related indemnified 1tems The subsequent accounting for the indemmification asset wall generally reflect the manner m
which the indemnified items are subsequently measured, subject to collectability and any contractual hmitatrons on the
indemmification payments The indemnification asset decreased to $13 1 million (26 9 million Brazihan Reals) as of
December 31, 2012, due to the decrease in indemmfied contingencies The Company believes this indemnification asset 1s
collectible at December 31, 2012

Goodwill and other intangible assets of $47 5 milhion and $60 5 mdlion were allocated to the Company’s EMEA and
Rest of World segments, respectively, relating to the 2011 acquisihons Substantially all of the goodwill recognized was
attnbuted to the expected synergies from combining the assets and activities of acquired companies with those of the
Company’s existing business The goodwill ansing on the 2011 acquisitions 15 not tax-deductible The intangible assets
recognized in 2011 business combinations were primarily customer relationship intangibles, which will be amortized over a
weighted-average peniod of 6 9 years
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Cash paid for the 2011 acquisitions was as follows

(in USS millions)

Net cash acquired with the acquired compamies b 31
Cash paid (158 5)
Net cash pad I 559

Costs of approximately $112 mullion directly attmbutable to the acqusitions, consisting prnimanly of legal and
consultancy fees, were expensed as incurred 1n other operating expenses, net in the consolidated statement of operations

The financial statements include the results of each acquisition from the acquisition date Net sales and net loss of the
above acquisttions included in the consolidated statements of operations for the year ended December 31, 2011, were $204 4
million and 52 5 milhion, respectively

Supplemental pro forma information (unaudited)

The following table presents summanzed pro forma results of the Company and the acquired entities had the acquisition
dates of all 2011 business combinauons been January 1, 2010

(in USS mitllions) 2011 2010
Net sales $ 97991 b 8,170 0
Net mncome (loss) (171 9) (750)
Earmings (loss) per common share — basic and diluted $ (08 b (051)

The supplemental pro forma information presents the combined operating results of the Company and the businesses
acquired, adjusted to exclude acquisiion-related costs, to include the additional depreciaton and amortization expense
assoclated with the effect of fair value adjustments recognized, and to include interest expense and amorthization of debt
1ssuance costs related to the Company borrowings used to fund the acquisitions

Year ended December 31, 2010
Acquisitton of Basic Chemical Solutions, L . C

On December 20, 2010, the Company acquired 100% of the equity interest in Basic Chemical Solutions, LL C
(*BCS™), a global distributor and trader of commodity chemicals based in Redwood City, Californta, for an mmiuial purchase
pnice of $721 0 million BCS provided an integrated service model, combiming bulk and mini-bulk chemical distnbution wath
a global procurement and trading platform Univar acquired BCS primanly to take advantage of the complementary addition
of the mini-bulk business and global sourcing capability to its current business

In 2011, the BCS purchase price was reduced by $1 8 million based on the final closing balance sheet Additionally,
the Company finalized 1ts purchase accounting and recorded adjustments to the BCS balance sheet, the net effect of which
was a $0 5 mullion increase to goodwill
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The final fair values of assets acquired and habilities assumed for BCS are as follows
Allocation of

{tn USS millions) _Purchase Price
Cash $ 289
Trade accounts receivable, net 1092
Inventones 268
Prepaid expenses and other current assets 74
Property, plant and equipment 472
Intangible assets 2620
Deferred tax assets 27
Other assets 81

Assets ____ 4923
Trade accounts payable 474
Other accrued expenses 370
Deferred tax Liabilities 35
Other long-term habilities 28

Liabilities 907
Net assets 401 6
Gooedwill ansing on acquisition 3176

Total acquisition cost 3 7192

Cash paid for the BCS acquisition was as follows

{in USS millions)

Net cash acquired with BCS $ 289

Cash paid in 2010 (721 0)

Purchase price adjustment in 2011 18
Net cash paid % (690 3)

Costs of approximately $13 9 million directly atnbutable to the acquisition, consisting primanly of legal and
consultancy fees, were expensed as incurred 1n other operating expenses, net in the consohidated statement of operations

Substantially all of the goodwill recognized above was attributed to the expected synergies from combining the assets
and activities of BCS with those of the Company’s USA segment The goodwill ansing on the BCS acquisition 1s not tax-
deductible The intangible assets recognized were primanly customer relationship intangibles, which will be amortized on an
accelerated basis over a weighted-average period of 8 4 years

The financial statements include the results of BCS from the acquisition date Net sales and net income of BCS
included 1n the consolidated statement of operations for the year ended December 31, 2010, were $27 9 million and $0 6
milhon, respectively

Other acquusttions

On May 1, 2010, the Company acquired 100% of the equity interest in SMCP Holdings, Inc (“SMCP”), an Ohio-based
distnbutor of pest contrel products, for $5 3 milhion The acquisition allows Univar to expand its customer and geographic
reach The assets acquired consisted of inventory of $4 6 milhion, property, plant and equipment of $0 4 mllion and goodwll
and other intangible assets of $2 1 milhon Goodwall and other intangible assets from the SMCP acquisition were allocated to
the Company’s USA segment
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Supplemental pro forma information (unaudited)

The following table presents summanzed pro forma resulis of the Company and the acquired entities had the
acquisttion date of all 2010 business combinations been January 1, 2009

(in USS millions) 2010 2009
Net sales $ 85771 $ 8BO757
Net income (loss) (90 9) (14 1)
Earnings (loss) per common share — basic and diluted $ @©sns$ 010

The supplemental pro forma information presents the combined operating results of the Company and the businesses
acquired, adjusted to exclude acquisition-related costs, elminate transactions berween the Company and the businesses
acquired, to nclude the additional depreciation and amortization expense associated with the effect of fair value adjustments
recogmized, and to include mterest expense and amortization of debt 1ssuance costs related to the Company borrowings used
to fund the acquisitions

4 Other operating expenses, net

Other operating expenses, net consisted of the following expenses and (income)

Year Ended December 31

(in_US$ millions) 2012 2011 2010
Pension mark to market adjustment $ 836 § 491 § (173
Acquisition and integration related expenses 177 267 218
Share-based compensation expense 175 190 —
Redundancy and restructuring 242 324 46
Advisory fees paid to CVC and CD&R 52 44 44 6
CD&R transaction costs — 18 262
Debt refinancing costs 72 19 -—
Other 29 5 69 63

Total § 1849 § 1422 5 862

5 Prepaid expenses and other current assets

Prepaid expenses represent upfront payments for expenses such as msurance, service contracts and subscriptions,
which are expensed over the period in which the benefit or service 1s received Supplier incentives represent the unpaid

portion of rebates due from suppliers based upon the Company’s achievement of certain measures, generally related to
purchasing volumes

Prepaid expenses and other current assets consisted of the following

December 31,

(in USS millions) 2012 2011
Prepayments to suppliers b 405 § 232
Other receivables 326 366
Supphier incentives 295 332
Prepaid expenses 293 260
Deposits 136 134
Other tax receivable 130 158
Derivative contracts 04 02

Total $ 1589 % 1484
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6 Property, plant and equipment

Property, plant and equipment consisted of the following

December 31,
{ln USS$ millions) 2012 2011
Land and buildings $§ 7816 § 7687
Tank farms 1812 2222
Machinery, equipment and other 499 5 3696
Less Accumulated depreciation (439 1) (354 0
Subtotal 1,0232 1,006 5
Work 1n progress 1296 563
Property, plant and equipment, net $ 11528 $ 1,0628

During 2012, 2011 and 2010, the Company recogmzed impairment charges on several 1dle properties, which generally
became 1dle during the respective periods as the Company consolidated operations to gain efficiencies Impairments 1n the
USA segment amounted to $0 8 milhion, $2 6 million and $11 0 milhon for the years ended December 31, 2012, 2011 and
2010, respectively Impawrments in the EMEA segment amounted to $1 9 million and 31 6 mullion for the years ended
December 31, 2011 and 2010 respectively The fair value of these assets was determined based on third party appraisals

The increase in the work 1n progress balance over the prior year 1s a result of the Company’s implementation of a
global ERP system

Capitahized interest on capital projects was 34 6 million in 2012 and $1 0 million i1n 2011

7 Goodwill and intangible assets

Goodwill

Changes 1n the carrying amount of goodwill for the years ended December 31, 2012 and 2011, are as follows

{in USS millions) 2012 201t

Net book value at January 1, $ 16736 $1,8025
Additions 2710 68 6
Impairment {750} (169 4)
Exchange differences 134 (28 1)

Net book value at December 31, $ L1,8830 % 16736

Additions to goodwall 1 2012 related to the acquisition of Magnablend Additions to goodwili in 2011 related to the
acquisitions of Quaron, Eral-Protek and Annos Accumulated impairment losses on geodwill was $1 5 million at January 1,
2011 Accumulated impairment losses on goodwill were $2509 and $170 9 mullion at December 31, 2012 and 2011,
respectively

In 2012, Univar has identified the following reporting units USA, Canada Industrnial Chemical Distnbution, Canada
Agniculwral, EMEA and Rest of World, based on the way the Company manages 1ts business In 2011 the Company
identified the following reporting units USA, Canada, EMEA and Rest of World Goodwll 1s assigned to reporting unmits
based on the expected benefit from the synergies ansing from each business combination, determined by using certain
financial metrics, including the forecasted discounted cash flows associated with each reporting umt
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The following summanzes the goodwill assigned to Umivar’s reporting units and included in the Company’s
consolidated statements
December 31,

(in USS millions) 2012 2011

Univar USA $§ 12660 b} 994 9
Univar Canada Industrial Chemical Distmbution 467 6 456 8
Univar Canada Agricultural 1027 100 3
Univar EMEA —_ 72 4
Rest of World 46 7 492
Total $ 1,8830 § 16736

Goodwill 1s tested for impairment at a reporting unit Jevel using a two-step test Under the first step of the goodwll
impairment test, the Company’s estimate of fair value of each reporting umit 1s compared with its carrying value (including
goodwill) If the fair value of the reporting unit 1s less than its carrying value, an indication of goodwill impairment exists for
the reporting unit and the Company must perform step two of the tmpairment test (measurement) Step two of the imparrment
test, 1f necessary, would require the 1dentification and estimation of the far value of the reporting umit’s dividual assets,
including currently unrecognized intangible assets, and habilities 1n order to calculate the impled fair value of the reporting
unit’s goodwill Under step two, an impairment loss 1s recogmzed to the extent the carrying amount of the reporting unit’s
goodwill exceeds the imphed fair value

To determine fair value, Univar relies on two valuation techniques the income approach and the market approach The
results of these two approaches are given equal weighting in determuning the fair value of each reporting unit

The income approach 1s a valvation techmque used to convert future expected cash flows to a present value The
income approach 15 dependent on several management assumptions, including estimates of future sales growth, gross
margins, operating costs, terminal growth rates, capital expenditures, changes in working capital requirements and the
weighted average cost of capital (discount rate) Expected cash flows used under the income approach are developed in
conjunctiont with Univar’s budgeting and forecasting process and are based on the latest five-year projections approved by
Semor management

The discount rates used 1n the income approach are an estimate of the rate of return that a market participant would
expect of each reporting unit The discount rates are based on short-term interest rates and the yields of long-term corporate
and government bonds, as well as the typical capital structure of companies in the industry The discount rates used for each
reporting urt may vary depending on the risk inherent n the cash flow projections, as well as the risk level that would be
perceived by a market participant The discount rate applied to cash flow projections for testing the impairment of goodwill
ranged from 11 0% to 13 5% in 2012 and 10 5% to 14 0% 1n 2011

A terrunal value 1s included at the end of the projection period used m the discounted cash flow analysis 1n order to
reflect the remaiming value that each reporting unit 1s expected to generate The terminal value represents the present value
subsequent to the last year of the projection perniod of cash flows nto perpetuity The terminal growth rate 15 a key
assumption used in determining the terminal value as 1t represents the annual growth of all subsequent cash flows into
perpetwity A terminal growth rate of 2 5% was used 11 2012 and 2011

The market approach measures fair value based on prices generated by market transactions invelving dentical or
comparable assets or labilities Under the market approach, Univar estimates fair value by applying EBITDA market
multiples of comparable compames to each reporing unit Comparable companies are 1denhified based on a review of
publically traded companies in the Company’s line of business The comparable companies were selected after consideration
of several factors, including whether the compames are subject to similar financial and business nsks

During 2012, the Company performed 1ts annual impairment review as of October 1 and concluded that the fair value
of the USA, Canada Industnal Chemical Distribution, Canada Agricultural, and Rest of World reporting units substantially
exceeded their carrying values There were no events or circumstances from the date of the assessment through December 31,
2012 that would affect this conclusion However, the EMEA reporting unit passed the October 1 step one test by a narrow
margin

Economic conditions in Europe and the performance of the EMEA reporting umt worsened duning the fourth quarter
and the Company determined 1t was necessary to review the EMEA reporting unit for impairment again at December 31,
2012 The Company concluded that an indication of imparrment existed at December 31, 2012 as the carrying value of the
EMEA reporting unit exceeded fair value The Company performed step two of the goodwill impairment test 1n order to
calculate the implied fair value of the reporting unit’s goodwill and recorded an impairment charge of $75 0 million 1n 2012
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During 2011, the Company performed its annual impairment review and concluded that the fair value of the USA,
Canada and Rest of World reporting umits substantially exceeded their carrying values The Company recogmzed an

impairment of goodwill in EMEA of $169 4 milhon in 2011

Determiming the fair value of a reporting umt requires judgment and involves the use of sigmficant estimates and
assumptions by management Univar can provide no assurance that a matenal impairment charge will not occur n a future
period Univar’s estimates of future cash flows may differ from actual cash flows that are subsequently realized due to many
factors, including future worldwide economic conditions and the expected benefits of the Company’s iniuatives Any of these

potential factors, or other unexpected factors, may cause the Company to re-evaluate the carrying value of goodwill

Intangible Assets

The gross carrying amounts and accumulated amortization of the Company’s intangible assets were as follows at

December 31, 2012 and 2011

(in USS millians)

2012 2011
Accomulated Accumulated
Gross Amortization Net Gross Amortization Net

Intangible assets (subject to amortization)
Customer relationships
Trade names
Other

Total intangible assets

Other ntangible assets primanly consist of supplier relationships, non-compete agreements and exclusive distnibution

nghts

$ 9541 $ 2411 § 7130 §$7532 § 1743 $ 5789
108 7 599 48 8 104 2 388 654
416 412 04 415 332 83

$1,1044 § 3422 § 7622 § 8989 $ 2463 3 6526

The estimated annual amortizanon expense n the succeeding five years 1s as follows

(in USS millions)

2013
2014
2015
2016
2017

Definite lived intangibles were not tested for impairment 1n 2012 or 2011 as there were no events or changes n

$ 98 4
934
857
798
759

circumstances to indicate that the carrying value of the definite lived intangible assets may not be recoverable

8 Trade accounts payable

Trade accounts payable conststed of the following

December 31,

(In USS millions) 2012 2011
Trade accounts payable $ 8919 § 38474
Drafts payable 02 633

Total $ 8921 § 9107

Drafts payable are outstanding checks 1n excess of bank balances to be funded upon clearing the bank
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9 Other accrued expenses

Other accrued expenses included 1n current habilities consisted of the following

December 3t,

{in USS miltions) 2012 2011
Customer prepayments and deposits $ 1055 % 803
Other payables 419 393
Current portion of environmental liabilities 320 353
Other taxes payable 315 298
Other contingencies 249 106
Income tax contingency 188 -
Accrued freight 16 8 117
Accrued insurance 134 128
Accrued nterest expenses 120 18
Asset retirement obligation 98 114
Current portion of net benefit obligation 68 65
Denvative contracts 10 81
Other accrued expenses 702 606

Total $ 3846 3 3082

10 Other long-term liabilities
Other long-term habilities, net of any current portion, consisted of the following
December 31,

(in USS millions} 2012 2011
Environmental habihties $ 1146 § 1303
Contingent consideration 255 —
[ncome tax contingencies g1 289
Other habilities 302 355

Total $ 1784 § 1947

11  Debt

Short-term financing
Short-term financing consisted of the following

December 31,

{in USS millions) 2012 2011
Amounts drawn under credit facihties $ 487 3 300
Bank overdrafts 730 616

Total $ 1217 3 91 6

The weighted average interest rate on short-term financing was 7 0% and 7 9% as of December 31, 2012 and 2011,
respectively
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Long-term debt

Long-term debt consisted of the following
December 31,
(in USS millions) 2012 2011

Senior Term Loan Faciiity
Term Loan due 2017, interest rate of 5 00% at December 31, 2012 and 2011 $ 24890 $1,9602

Asset Backed Loan Facilittes ("ABL Facihity(1es)”)
ABL Facility due 2015, interest rate of 3 15% and 4 55% at December 31, 2012

and 2011, respectively 2547 523
European ABL Facihity { ‘Euro ABL”) due 2016 nterest rate of 2 61% and
3 56% at December 31, 2012 and 2011, respectively 667 617
Senior Subordinated Notes
Semor Subordinated Notes due 2017, interest rate of 12 00% . 6000 600 0
Semior Subordinated Notes due 2018, interest rate of 12 (0% 4000 4000
Other long-term debt due 2016, interest rate of 4 48% 62 66
Total long-term debt before discount 3,816 6 30808
Less discount on debt (40 6) (37 8}
Total long-term debt 3,776 0 3,043 0
Less current matunities (25 8) (20 2)
Total long-term debt excluding current maturities $ 37502 % 3,0228

The Company has utilized syndicated semor term loan facilities as a primary source of long term funding since 2007

On November 30, 2010, the Company amended terms of the Term Loan Facility, extended the matunity dates, and
borrowed an additional $300 0 milhion The Company recognized a loss on extmguishment of $14 5 milhon related to this
refinancing The Company borrowed an additional $300 ¢ million under the Term Loan Facility in December 2010

On February 28, 2011, the Company completed an additional refinancing of the Term Loan Facility to borrow an
additional $350 0 nulhion, extend maturities and reduce interest rates, thereby providing additional operational and financial
fleximlity As a part of this refinancing, the Company entered into a new $1 98 billion term loan which was used to pay down
the existing term loans, including certain call premiums, and repay a substantial portien of the ABL Facility As a result of
this refinancing, the Company recognized a loss on extinguishment of $16 1 miilion and additional operating expenses of
$1 9 million for thurd party fees in other operating expenses, net i the consolidated statement of operations related to the
refinancing

On October 3, 2012, the Company completed an additional refinancing of s Term Loan Facility to borrow an
additional $550 0 million and to amend certan terms, including an increase 1n the permitted foreign subsidiary debt and
additional flexibility for future debt 1ssuances The Term Loan has a vanable interest rate based con the then-current
benchmark rate (LIBOR) and a credit spread of 3 50%, with a LIBOR floor of 1 50% and 1s payable in installments of $6 4
million per quarter, with the remaming principal balance due on June 30, 2017 As a result of this refinancing, the Company
recognized a loss on extingwishment of 30 5 milhon and additional operating expenses of $7 2 million for third party fees in
other operating expenses, net in the consolidated statement of operations

As of December 31, 2012, the Company and 1ts U S and Canadian subsidiaries had a $1 1 hillion semior secured asset-
based lending credit facility due 2015, referred to as the ABL Faciity The ABL Facility has a vanable interest rate
calculated as a function of the then-cumrent benchmark rate (LIBOR) and a credit spread of 4 00% on the first $100 0 million
drawn and 2 75% on emounts drawn over $100 0 rullion Availability of the entire $1 1 bilion 1n ABL Facihity credit
commitments 15 determined based on the periodic reporting of available qualifying collateral, as defined in the ABL Facility
credit agreement Approximately $572 1 million was available under the ABL Facility at December 31, 2012 An unused line
fee of 375% 18 1n effect at December 31, 2012

As of December 31, 2012, certain of the Company’s European subsidianies had a €60 0 million secured asset-based
lending credit faciiity due 2016, referred to as the Euro ABL The Euro ABL has a vanable interest rate calculated as a
function of the then-current benchmark rate (EURLIBOR) and a credit spread of 2 50% Availabibity of the entire €60 0
million Euro ABL 1s deterrnined based on the periodic reporting of available qualifying collateral, as defined in the Euro
ABL credit agreement Approximately $0 9 milhon was available under the Euro ABL at December 31, 2012 A turnover
commission fee of 05% 15 1n effect at December 31, 2012
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The $600 0 million Senior Subordinated Notes due 2017 were i1ssued on October 11, 2007 The $400 0 rmillion Senior
Subordinated Notes due 2018 were 1ssued on December 20, 2010, concurrent with the BCS acquisition

The ABL facility 1s secured by substantially all of the assets of the US and Canadian operating companies The term
loan facilines are secured by substantially all of the assets of the US operating and management companies In 2010, the
assets of the UK operating compantes were used to secure certain borrowings under Term Loan A which have been repaid
and such assets have been released in connection with the February 2011 refinancing  With respect to shared collateral, the
ABL Facility and the term loan facihities are secured by US accounts receivable and US inventory The obligations under the
ABL Facility are secured by a first prionty lien on such accounts receivable and inventory, and the obligauons under the term
loan facilities are secured by a second prnionty lien on such accounts receivable and inventory Under the ABL Facility,
Canadian entines secure the oblhigations of the Canadian borrower In addition, 65% of the shares of all first-tier foreign
subsidianes owned by the US subsidiaries have been pledged as security to the lenders 1n respect of all obhgations The Euro
ABL 15 secured by accounts recervable of Umvar subsidiaries 1n France, Belgium and the Netherlands Assets pledged under
the ABL Facility, the term loan facility and the Euro ABL are as follows

December 31,

(in USS$ millions) 2012 2011

Cash 3 3220 % 100 9
Inventonies 656 8 5459
Trade accounts receivable 8726 821 0
Property, plant and equipment 903 5 8389
Other assets 145 8 98 8
Total $ 29007 § 24055

The companies noted as borrowers and guarantors under the ABL Facility are subject, under certain hmited
circumstances, to comply with a fixed charge coverage ratio mantenance covenant Such covenant s calculated based on the
consohdated financial results of Univar As of December 31, 2012 and at December 31, 2011, such covenant was not 1n
effect but the Company would have been in comphance 1f 1t was then in effect  Univar and 1ts subsidianes are also subject to
a significant number of non-financial covenants 1n each of the credit facilities and the Senior Subordinated Notes that restrict
the operations of Umvar and its subsidianies, mcluding, without limitanion, requiring that the net proceeds from certain
dispositions and capital market debt 1ssuances must be used as mandatory prepayments and restnctions on the incurrence of
financial indebtedness outside of these faciities {including restnctions on secured indebtedness), prepaying subordinated
debt, making dividend payments, making certain investments, making certain asset dispositions, certain transactions with
affiliates and certain mergers and acquisttions

Future contractual maturities of the long-term debt at December 31, 2012 are as follows
{in USS millions)

2013 h 258

2014 259

2015 2806

2016 970

2017 2,987 3

2018 and thereafter 4000
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12 Income taxes

The expense (benefit) for Income taxes for the years ended December 31, 2012, 2011 and 2010 i1s summanzed as
follows

(in USS miltions) 2012 2011 1010
Current
Federal $ on 3 94 5 412
State 25 66 94
Foreign 218 24 O 214
Total current 152 212 720
Deferred
Federal 762 {16) {42 0) !
State 04 09 — |
Foreign (16 2) {2 8) 04 \
Total deferred 60 4 {53) (41 6)
Total income tax expense 3 756 % 159 8§ 304

For financial reporting purposes, loss before income taxes for the years ended December 31, 2012, 2011 and 2010
mncludes the following components

(in USS millions) 2012 2011 2010
Income (loss) before income taxes
United States 3 (85) b 93 & (7179
Foreign (113 3) (151 0) 377
Total loss before income taxes I Q18 $ (1603) § (402)

The reconcihation between the Company’s effective tax rate on income and the statutory tax rate at December 31 1s as
follows

(in USS millions) 2012 2011 2010 ‘
Expected US federal statutory income tax benefit apphed to loss
before income taxes $ (@426) $ (G61) $ (a1 ‘

State income taxes, net of federal benefit 42 24 50
Foreign tax rate differential 61 39 50
Uncertain tax positions (17 21 122
Valuation allowance 101 0 142 123
Deemed dividends from foreign subsidianes 18 16 18
Non-deductible interest — 06 138
Non-deductible expenses 44 38 (10)
Non-deductible acquisition costs 14 03 147
Non-deductible management fees — — 238
Amortization of nterest rate swap — — an
Effect of flow-through entities 43 85 83
Adjustment to tax of previous years 0D (13 09
Non-taxable interest income (15 6) (14 2) (13 4)
Non-deductible equity based stock compensation expense 34 09 —
Change in statutory tax rates 20 34 06
Goodwill impairment 126 593 —
French Penalty 61 _ —
Other 05 05 10

Total income tax expense $ 756 % 159 § 304
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The consohdated deferred tax assets and habihties are detailed as follows

December 31,
(in US$ millions) 2012 2011
Deferred tax assets
Net operating loss carryforwards 5 853 § 717
Environmental reserves 545 693
Interest 933 925
Tax credit and caputal loss carryforwards 180 170
Pension 1313 1279
Flow-through entities 43 52
Stock options 70 58
Inventory 09 —
Other temporary differences 283 366
Gross deferred tax assets 4229 426 0
Valuation allowance (168 43 (68 2)
Deferred tax assets, net of valuation allowance 254 5 3578

Deferred tax habilities
Inventory . - — (35}
Depreciation (203 3) (194 2)
Intangible assets, (138 1) (147 3)
Other temporary differences {12 6) (30 8)

Deferred tax habihiies (404 0) (375 9)

Net deferred tax hability 3 (149 5) § (18 1)

The net deferred tax hability 1s classified as follows
December 31,

(in USS millions) 2012 2011
Current deferred tax assets b 205 5 218
Noncurrent deferred tax assets 204 213
Current deferred tax Liabilities (18) —
Noncurrent deferred tax habilities (188 6) (61 2)

Net deferred tax hability £ (495 % (18 1)
The changes n the valuation allowance were as follows

December 3,

(tn USS millions) 2012 2011
Beginming balance $ 682 % 568
Increase related to foreign net operating loss carryforwards 132 90
Increase related to other 1tems 870 24

Ending balance $ 1684 % 682

The Company records valuation allowances to reduce deferred tax assets to the extent 1t beheves more likely than not
that a portion of such assets will not be realized In making such determinations, the Company considers all available positive
and negative evidence, including scheduled reversals of deferred tax habilities, projected future taxable income, tax planning
strategies, and the ability to carry back losses to pnor years Realization 1s dependent upon generating sufficient taxable
income prior te expiration of tax attnbute carryforwards Although reahization 1s not assured, management believes 1t 1s more
likety than not that all of the deferred tax assets will be realized, or if not, a valuation allowance has been recorded In
addition to the ongoing adjusiments to the valuation allowances established n years prior to 2012, dunng Q4, the Company
recorded a $92 4 million valuation allowance against the deferred tax asset related to intercompany interest between Umivar
Inc and Umivar NV The Company continues to momtor the value of its deferred tax assets, as the amount of the deferred
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tax assets considered realizable, could be reduced n the near term 1f estimates of future taxable income dunng the
carryforward periods are reduced, or current tax planning strategies are not implemented

In 2007, substantially all of Univar N V ’s stock was acquired by Ulixes BV and its stock was dehisted Immediately
subsequent to the acquisition, a legal entity restructunng was mandated in order to meet the secunty requirements of the new
credit facilities entered into by Ulixes B V and its subsidianies, certain aspects of which may ultimately result in potential tax
habilities to the Company

As of December 31, 2012, the total remaining tax benefit of available net operating loss carryforwards recognized on
the balance sheet amounted to $19 7 milhon (tax benefit of operating losses of $853 milhion reduced by a valuation
allowance of $65 6 million) Total net operating losses at December 31, 2012 and 2011 amounted to $329 6 million and
$257 2 muthon, respectively If not utilized, $15 8 million of the available loss carryforwards will expire between 2013 and
2017, subsequent to 2017, approximately $167 2 milhon will expire The remamning losses of §146 6 mithon have an
unhmited hfe

As the result of intercompany dividend payments from Canada to the US in prior years, the Company has carryforward
foreign tax credits These foreign tax credits are subject to a ten-year carryforward life As of December 31, 2012, the amount
of unused foreign tax credits total $10 5 milhon Within the next one to five years, $6 6 million of the unused foreign tax
credits will expire in 2015 1f unused Within the following five to nine years, the remaining $3 9 mitlion will expire in 2016 1f
unused No benefit relating to the future utihzation of the foreign tax credits was recorded during the period ended
December 31, 2012

Except as required under US tax law, the Company does not provide for US taxes on approximately $614 3 million of
cumulative undistnibuted earnings of foreign subsidianes that have not been previously taxed since the Company ntends to
invest such undistributed earnings indefinitely outside of the US  Determination of the unrecogmzed deferred tax habihity
that would be incurred 1f such amounts were not indefimitely reinvested 1s not practicable

US GAAP prescnibes a recogmtion threshold and measurement attribute for the accounting and financial statement
disclosure of tax positions taken or expected to be taken in a tax return The evaluation of a tax position 15 a two step process
The first step requires the Company to determine whether 1t 15 more hikely than not that a tax posttion will be sustained upon
examination based on the techmical ments of the position The second step requires the Company to recognize in the financial
statements each tax position that meets the more hikely than not criteria, measured at the amount of benefit that has a greater
than fifty percent hkelihood of being realized

The changes in the habihity for unrecognized tax benefits, excluding interest and penalties, are as follows

December 31,

{in USS miltions) 2012 2011
Beginnming balance $ 320 §$§ 308
Additions based on tax positions related to the current year 05 43
Additions for tax positions of prior years — —
Reductions for tax positions of prior years {235) —
Reductions due to lapse 1n statute 07 (26)
Reduction due to audit settlement {06) —
Foreign exchange 02 (0 35)

Ending balance $ 289 % 320

The Company’s unrecognized tax benefit consists largely of foreign flow-through entity habilities and interest expense
habilities as of December 31, 2012 The Company believes that it 1s reasonably possible that approximately $15 7 million of
its currently remaiming unrecogmzed tax benefits, $10 7 million of which relates to flow-through entities, may be recognized
by the end of 2013 as a result of an audit or a lapse of the statute of limitations

The Company classifies the unrecogmzed tax benefits as deferred tax assets, other current liabilities, and other long-
term habihties, as applicable, 1n the consolidated balance sheeis The Company has $28 9 milhion and $32 0 mulhion of
unrecogmzed tax benefits at December 31, 2012 and December 31, 2011, respectively As of December 31, 2012, the total
amount of unrecognized tax benefits that, if recognized, would affect the tax rate for continuing and discontinued operations
was $27 9 milhon The remaining unrecognized tax benefits relate to tax positions for which ultimate deductibility 1s highly
certain, but for which there 15 uncertainty as to the timing of such deductibility Recognition of these tax benefits would not
have an impact on the effective tax rate
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The Company recognizes interest and penaluies related to uncertain tax posiions as a component of interest expense
and warehousing, selling and admiistrative, respectively, in the consohdated statements of operations The total habihty
associated with the interest and penalties was $4 7 million and $2 8 omthon in 2012 and 2011, respectively The Company
recorded $1 5 million and $1 3 million in nterest and penalties related to unrecognized tax benefits in the consolhdated
statements of operations for the years 2012 and 201 1, respectively

The Company files income tax returns m the U 8 and vanous state and foreign junsdictions As of December 31, 2012,
the Company’s tax years for 2011, 2010, 2009, 2008, and 2007 are subject to examination by the tax authorities Wiuth few
exceptions, as of December 31, 2012, the Company 1s no longer subject to US federal, state, local or foreign examinations by
tax authonities for years before 2007

13  Employee benefit plans

Univar sponsors defined benefit plans that provide pension benefits for employees upon retirement primanly in the US,
Canada, United Kingdom and several other European countries The Company has final salary and average salary defined
benefit plans covering a significant number of 1ts employees

The Umited States, Canada and United Kingdom defined benefit pension plans are closed to new entrants Benefits
accrued by participants in the United Kingdem plan were frozen as of December 1, 2010 Benefits accrued by participants in
the United States plans were frozen as of December 31, 2009 These amendments to freeze benefits were made 1n conjunction
with a benefit plan review which provides for enhanced benefits under a defined contribution plan available to all employees
in the United Kingdom and the United States In 2010, a curtailment gain of 37 2 million was immediately recognized in the
consolidated statement of operations as a result of the United Kingdom plan amendment

Other postretirement benefits relate to a health care plan for retired employees in the United States In 2009, the
Company approved a ptan to phase out the benefits provided under one of these plans by 2020 As a result of this change, the
benefit obligation was reduced by $76 8 milhon and a curtailment gamn of $73 1 million was recognized in accumulated other
comprehensive income and 15 being amortized to the consolidated statements of operations over the average future service
penod, which has approximately three years remaining as of December 31, 2012

The following summarnizes Univar’s defined benefit plans for the years ended December 31, 2012 and 2011

Defined Benefit Other Postretirement
Penslon Plans Benefits
{in USS millions) 2012 2011 2012 2011

Change in benefit obligations.

Actuarial present value of benefit obligations at beginning of year $ 1,0629 $§ 9991 § 102 % 118
Service cost 80 77 02 02
Interest cost 524 551 04 05
Contnbutions by participants 06 07 15 17
Benefits paid 437 {42 8) (23) (2 0)
Actuarial {gain) loss 1384 498 (05) (18)
Curtailments — oD — —
Foreign currency and other 172 (6 6) — (02)

Actuarial present value of benefit obligations at end of year $ 12358 § 1,0629 % 95 § 102

Change in the fair value of plan assets:

Plan assets at beginming of year $ 7236 $ 6801 $ — 5 —
Actual return on plan assets 103 8 446 — —
Contnbutions by employer 632 453 08 03
Contnbutions by participants 06 07 15 17
Benefits paid 437 (428) 23 20
Foreign currency and other 136 43) — —_

Plan assets at end of year 8611 7236 — -

Funded status at end of YEAr: . . oo civvires  cvssirssiesrssssnisssssnas ... 85 (37147 % (3391 § 95 § (102)
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Net amounts recognized in the consohdated balance sheets as of December 31, 2012 and 2011 consist of !

Defined Benefit Other Postretirement !
Penslon Plans Benefits |
(in US$ mHlions) 2012 2011 1012 2011
Plan assets in other long term assets b3 04 % 12 % — 5 —
Current portion of net benefit obligation 1n other accrued expenses (5 6) 53 (12) (12)
Long-tert portion of net benefit obhigation (369 5) (3352) 83 e0
Net Lability recogmzed at end of year $§ 3747 $ (3393) ¥ (95 % (102)

The following summanzes pre-tax amounts recognized in accumulated other comprehensive income (loss) as of
December 31,2012 and 2011 '

Defined Benefit Other Postretirement
Pension Plany Benefits
(in US$ millions) 2012 011 2012 2011
Net prior service (cost) credit $ o4 3 (04 $ 397 § 517

The following table summanzes pension plans with accumulated benefit obligattons 1n excess of plan assets as of
December 31, 2012 and 2011

Defined Benefit
Pension Plans

{in US$ millions) 2012 2011

Projected benefit obligation $ 1,2000 8 10271
Accumulated benefit obligation 1,163 6 1,006 5
Fair value of plan assets 8259 686 9

The following table summarizes pension plans with projected benefit obhigations 1 excess of plan assets as of
December 31, 2012 and 2011

Defined Benefit '
Pension Plans

(in USS millions) 2012 2011
Projected benefit obligation F 12010 § 11,0307
Fair value of plan assets 8259 690 3 :

The total accumulated benefit obligation for all pension plans as of December 31, 2012 and 2011, was $1,196 9 million
and $1,039 7 million, respectively

Net periodic benefit cost

The following tables summanze the components of net periodic benefit cost recognized in the consohdated statements
of operations

Defined Benefit Other Postretirement

Pension Plans Benefits
(In USS millions) 2012 2011 2010 2012 2011 2010
Service cost $ 80 ) 77 $ 112 5 02 $ 02 % 02
Interest cost 524 551 537 04 05 05
Expected return on plan assets {49 5) (45 8) {42 0) — —_ —_
Amortization of unrecognmized pnor service costs _ 01 14 (120) (119 (119)
Immediate recognition of net actuanal (gain) loss 84 1 510 87 05 {18) (1
Curtaillment gatn — on (75) _— — —
Net pennodic benefit cost (credi) § 950 5 680 § 81 $§ (119 $ (130) $§ (123)
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The following table shows other changes in plan assets and benefit obligations recognized i accumulated other
comprehensive income (loss)

Defined Benefit Other Postretdrement
Pension Plans Benefits
(I USS millions) 2012 2011 2010 2012 201¢ 2010
New prior credit service credit (cost) 5 — 5 — 5} — s — s — 3 —
Net gain (loss) ansing dunng the year (84 1) (509) 162 05 18 11
Recognition in net periodic benefit cost of
Pnor service cost (credit) —_ ol 14 (120) (119 (119)
Net loss (gain) B4 1 509 (16 2) {05) (18) (11)
Foreign currency exchange rate changes — — ¢! — — _
Total 5 — $ ol $ 15 § (120) $ (119 8 (119

The following table summanzes the amounts 1n accumulated other comprehensive mcome (loss) at December 31, 2012
that are expected to be amortized as components of net periodic benefit (cost) income during the next fiscal year

Other Postretirement

(In USS miilions) Defined Benefit Pension Plans Benefits
Prior service credit $ — b 119

Actuanal assumptions

The sigmificant weighted average actuanal assumptions used in determining the benefit obligations and net penodic
benefit cost for Univar's defined benefit plans are as follows

At December 31,
2012 2011 2019
Actuarnal assumptions used to determine benefit obligations at
end of peniod
Discount rate 4 2% 50% 56%
Expected annual rate of compensation increase 30% 32% 30%
Actuanal assumptions used to determine net periodic benefit
cost for the penod
Discount rate 50% 56% 5 7%
Expected rate of return on plan assets 7 0% 7 0% 72%
Expected annual rate of compensation increase 3I2% 30% 42%

Discount rates are used to measure benefit obligations and the interest cost component of net periodic cost Umvar
selects 1ts discount rates based on the consideration of equivalent yields on high-quality fixed income investments at each
measurement date Discount rates are based on a benefit cash flow-matching approach and represent the rates at which the
Company’s benefit obligations could effectively be settled as of the measurement date

For defined benefit plans located in the Umited States, the discount rates are based on a hypothetical bond portfolio
approach The hypothetical bond portfolio 1s constructed to comprise AA-graded corporate bonds whose cash flow from
coupons and maturittes match the expected future plan benefit payments

The discount rate for the remaining defined benefit plans are based on a yield curve approach For plans in countnes
with a sufficient corporate bond market, the expected future benefit payments are matched with a yield curve denved from
AA-graded corporate bonds, subject to minimum amounts outstanding and meeting other selection cnitena For plans i
countries without a sufficient corporate bond market, the yield curve 1s constructed based on prevaihing government yields
and an estimated credit spread to reflect a corporate nsk premium

The expected long-term rate of return on plan assets reflects management’s expectations on long-term average rates of
return on funds invested to provide for benefits included in the benefit cbhigations The long-term rate of return assumptions
are based on the outlook for equity and fixed income returns, with consideration of asset allocations, investment strategies
and premiums for active management when appropnate Assumptions reflect the expected rates of return at the beginning of
the year

Health care cost increases did not have a significant impact on the Company’s postretirement benefit obligations 1n
2012, 2011, and 2010 as a result of the 2009 plan to phase out the health care benefits provided under the US plan
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Plan assets

Plan assets are invested n global equity and debt secunties through professional investment managers with the
objective to achieve targeted nsk adjusted returns and to maintain liquidity sufficient to fund current benefit
payments Typically, each funded defined benefit plan has an investment policy that 1s administered by plan trustees with the
objective of meeting targeted asset allocations based on the circumstances of that particular plan The investment strategy
followed by Umivar vanes by country depending on the circumstances of the underlying plan Typically less mature plan
benefit obligattons are funded by using more equuty secunities as they are expected to achieve long-term growth while
exceeding inflatton More mature plan benefit obligations are funded using a higher allocation to fixed income secunities as
they are expected to produce current income with limited volaulity The Company’s largest plan has adopted a dynamic
investment strategy whereby as the plan funded status improves, the investment strategy 1s magrated to more hability
matching assets, and return seeking assets are reduced Other of the Company’s defined benefit plans are considenng similar
arrangements suitable to the individual plans’ circumstances Risk management practices inclede the use of multiple asset
classes for diversification purposes Specific guidelines for cach asset class and investment manager are implemented and
monitored

The weighted average target asset allocation for all plans in 2012 1s as follows

All
Plans
Asset category
Equity securities 52 9%
Debt securities 40 4%
Cash/Other 6 7%

Univar determines the fair value of plan assets using observable market data obtained from independent sources when
avallable Univar classifies its plan assets according to the fair value hierarchy described 1in “Note 2 Significant accounting
policies " The following summarizes the fair value of plan assets by asset category and level within the far value hierarchy
as of December 31, 2012

Quoted Prices In

Active Markets
for 1dentical Significant Significant
Assets Observable Inputs  Unobservable Inputs
Total {Level 1) {Level 2) {Level 3}
(in milllons)
Investments
Investment fundst" $ 8202 —_ $ 8202 —_
Insurance contracts 122 —_— _ 122
Denvatives
Interest rate swaps — Assets 218 -_ 218 -
Interest rate swaps - Liabihties 07 — 07 —
Interest rate swaps — net value 211 — 211 —
Total investments 8535 — 8413 122
Cash: 18 18 — —
Real estate 58 — — 58
Total $ 8611 $ 18 b 8413 $180

@ This category includes investments i approximately 23 0% 1 US equities, 29 7% 1n non-US equities, 10 3% in US corporate bonds, 4 7% 1n non-US

corporate bonds, 12 8% m US government bonds 13 3% i1n non-US government bonds and 6 2% 1n cash and other mvestments The net asset values are
based on the fawr value of the underlying asscts of the funds, minus theer habihuces, and then divided by the number of umits outstanding at the valuation
datc The funds are traded on pnvate markcts that are not active howcver the umt pnce 1s based pnmanly on observable market data of the fund’s
underlying assees
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The followmng table presents the changes in the plan assets valued using sigmificant unobservable inputs for the year
ended December 31, 2012

Insurance
Real Estste Contracts
Balance at December 31, 2011 $ 57 $ 82
Actual return on plan assets
Related to assets still held at year end —_ 31
Purchases, 1ssuances and settlements 01 09
Balance at December 31, 2012 $ 58 $ 122

The following summanzes the fair value of plan assets by asset category and tevel within the fair value hierarchy as of
December 31, 2011

Quoted Prices
in Actve
Markets for Signiftcant Significant
Identical Observable Unobservable
Assets Inputs Inputs
Total {Level 1) (Level 2) {Level 3)
(in mlllions)
Investments:
Investment funds'”’ $ 6931 — $ 6931 —
Insurance contracts §2 — — 82
Derivatives
Interest rate swaps — Assets 149 — 149 —
Interest rate swaps - Liabihties (0 5) — (05) —
Interest rate swaps — net value 144 _ 144 —
Total investments 7157 - 7075 82
Cash: 22 22 — —
Real estate: 57 —_ — 57
Total $ 7236 $ 22 $ 707 5 $139

D This category wcludes investments n approximately 25 3% i US equities, 22 4% 1n non-US equities, 10 4% m US corporate bonds 5 6% in non-US
corporste bonds, 13 2% in US government bonds, 15 5% tn non-US government bonds and 7 6% in cash and other mvestments The net asset values are
based on the fair value of the underlying asscts of the funds munus their liabilines, and then divided by the number of units outstandmg at the valuaton
date The funds are traded on private markets that are not active, however, the umit price 15 based pnmanly on observable market data of the fund’s
underlying assets

The following table presents the changes n the plan assets valued using significant unobservable nputs for the year
ended December 31, 2011

Insurance
Real Estate Contracts
Balance at December 31, 2010 § 46 $ 87
Actual return on plan assets
Related to assets still held at year end — (12)
Purchases, 1ssuances and settlements il 07
Balance at December 31, 2011 $ 57 $ 82
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Contributions

The Company expects to contribute $61 7 million to its defined benefit pension plans and $1 2 million to 1ts other
postretirement plans in 2013, including direct payments to plan participants in unfunded plans In many countries, local
pension protection laws have been put in place, which have introduced mimimum funding requirements for qualified pension
plans As a result, the Company’s required contnibutions to 1ts pension plans may vary n the future

The following table shows benefit payments, which reflect future service expectations that are projected to be paid in
each of the next five years and in aggregate for five years thereafter

Defined Benefit Past-Employment Benefits
(In USS millions) Penslon Plans Other Than Pensions
2013 455 12
2014 476 12
2015 493 13
2016 524 13
2017 552 14
2018-2022 3120 27

Defined contribution plans

The Company provides defined contrnbution plans to assist eligible employees in providing for retirement or other
future needs Under such plans, company contributions amounted to $26 6 million, $31 2 million and $25 9 million i 2012,
2011 and 20190, respectively

Multi-employer plans

Univar has 18 umon bargaimming agreements 1in the Umited States that stipulate contnbutions to one of three union
pension trusts These bargaining agreements are generally negotiated on three-year cycles and cover employees in driver and
material handler positions at 16 represented locations

The nsks of participating 1n these multi-employer plans are different from single-employer plans in the following
aspects

a  Assets conimibuted to the multi-employer plan by Univar may be used to provide benefits to employees of other
participating employers

b If Univar stops contributing to the plan, the unfunded obhigations of the plan may be borne by the remaining
participating employers

¢ If Umvar chooses to stop participating in some of 1ts multi-employer plans, it may be required to pay those plans an
amount based on the underfunded status of the plan, referred to as a withdrawal habihity

Univar’s participation 1n these plans for the annual period ended December 31, 2012 1s outlined 1n the table below
The ‘EIN/Pension Plan Number” column provides the Employee Identification Number (EIN) and the three-digit plan
number Unless otherwise noted, the most recent Penston Protection Act (PPA) zone status available 1n 2012 and 2011 1s for
the plan’s year end at December 31, 2011 and December 31, 2010, respectively The zone status 15 based on information that
Umvar recerved from the plan and 1s certified by the plan’s actuary Among other factors, plans in the “red zone™ are
generally less than 65 percent funded, plans n the “yellow zone” are less than 80 percent funded and plans 1n the “green
zone’ are at least 80 percent funded The * FIP/RP Status Pending/Implemented” column indicates plans for which a financial
improvement plan (FIP) or a rehabilitation plan {RP) 15 etther pending or has been implemented The last column lists the
expiration dates of the collective-bargaming agreement(s) to which the plans are subject There have been no significant
changes that affect the comparability of 2012 and 2011 contnbutions
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PPA Zone Status 'g:;‘::: Contributions E?}'é‘:::l‘::ﬂ[:‘:“
EIN/Pension Pending/ Surcharge Bargaining

Pension fund Plan Number 1012 2011 Implemented 2011 2011 2010 Imposed Agreement(s)
Western Conference of 113172013 to
Teamsters Pension Plan®® 91-6145047/001 Green Green No $13  $15 $15 No 713172017
Central States, Southeast 17312013 to
and Southwest Areas 36-6044243/001 Red Red Implemented 10 11 11 No 11/30:2017
Pension Plan
New England Teamster 6/30/2014

Red as of Red as of
;::::l:‘c:ll:f Industry 04-6372430/001 100172011 10/01/72010 Implemented 03 02 01 No
Total contributions $16 328 $27

" The plan conmbunions by Uravar did not represent more than § percent of total contributions to the plans as indicated 1n the plans’ most recently

available annual report

Western Conference of Teamsters Pension Plan has ¢lecied to spread recogmition of 2008 market value losses over 10 years and apply the special
(extended) amortizanon rule to eligible net investment losses using the prospective method, both as provided for in the Preservation of Access to
care for Medicare Beneficianes and Pension Relief Act of 2010 and applicable guidance

53]

14 Commitments and contingencies
Operating lease commitments

Mimmum rental commitments at December 31, 2012, under non-cancelable operating leases with lease terms 1n excess
of one year are as follows

Minimum Rental

(In USS milliens) Commitments
2013 610
2014 527
2015 429
2016 360
2017 237
More than five years 771

Total 5 2934

Rental and lease expense for the years ended December 31, 2012, 2011 and 2010 were $54 2 million, $54 4 million,
$52 0 mullion, respectively Rental and lease commitments at December 31, 2012 and 2011, related primanly to land,
buildings and fleet

Latigation

In the ordinary course of 1ts business, the Company 1s subject to claims from tume to ime The Labilities for injuries to
persons or property are typically covered by liability insurance, subject to various deductibles and self-insured retentions The
deductible and self-insured portions of these liabilines, where apphicable, have been accrued n the consolidated financial
statements The Company 15 not aware of any hingation or arbitration proceedings that are likely to have a matenal effect on
1ts financial position or results of operations, nor 1s the Company aware of any such proceedings that are pending or
threatened

The Company 1s subject to liabilites from claims alleging personal injury from exposure to asbestos The claims result
primarily from an indemnification obligation related to the Company’s 1986 purchase of McKesson Chemical Company
from McKesson Corporation (“McKesson™) Univar USA’s obligation to indemnify McKesson for settlements and judgments
ansing from asbestos claims 1s the amount which 15 1n excess of apphicable insurance coverage, 1f any, which may be
available under McKesson’s historical insurance coverage Univar USA 15 a defendant 1in a small number of asbestos claims
As of December 31, 2012, there were fewer than 170 asbestos-related claims for which the Company has hability for defense
and indemnity Historically, the vast majonity of the claims against both McKesson and Univar USA have been dismissed
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without payment While the company 1s unable to predict the outcome of these matters, it does not beheve, based upon
currently available facts, that the ultimate resolution of any of these matters will have a matenal effect on 1ts overall financial
condition, results of operations, or cash flows However, adverse developments could negatively impact eamings or cash
flows 1n a particular future period

Environmental

The Company 1s currently undergoing remediation efforts or 1s 1n the process of active review of the need for potential
remediation efforts at approximately 117 sies Some of these efforts are being conducted as a result of governmental
proceedings or orders, while the Company 1s conducting others with appropriate state or federal agency oversight and
approval

The level of annual expenditures for remedial, monitoring and investigatory activities will change n the future as major
components of remediation activities continue to be planned and completed Project durations, and therefore cash flows,
range from 2 to 30 years, depending on the specific site and type of remediatton project The Company’s accrual for its
environmental liabilities 1s an estimate that 1s affected by matters such as information obtained from investigatory studies,
effectiveness of remediation technologies used, the interpretation, application and enforcement of laws and regulations, the
development, evaluation and implementation of altemative cleanup technologies and methods, the uncertainty concerning
recovery of such costs from third parties which may be jointly hable, and the relative level of the Company’s involvement at
various sites for which the Company 1s allegedly associated The Company reviews the status of all existing or potential
environmental liabihties quarterly and adjusts its accruals based on all available, relevant information

The Company 1s subject to environmental liabilities for contamination of sites never occupted by the Company (“non-
owned” sites) From time to time, Univar or related entities are contacted by governmental agencies or private parties
regarding potential liability for a share of the cost of clean-up of non-owned sites These non-owned sites are typically
locations of independent waste disposal or recyching operations with alleged or confirmed contaminated soil and/or
groundwater to which Univar may have shipped waste products or drums for re-condiioning The Company beheves there
are approxamately 30 sites for which the Company may be hable for a share of the cost of clean-up Umivar’s estimate of the
probable hability for the remediation of non-owned sites 15 $9 2 million, and 15 included in the environmental accrual

Although the Company beheves adequate accruals have been provided for environmental contingencies, 1t 1s possible,
due to the uncertainties noted above, that additional accruals could be required n the future that could have a matenal effect
on the results of operations in a particular peniod This additional loss or range of losses cannot be made, as it 15 not
reasonably estimable

Changes 1n total environmental habihitics are as follows

(in US$ millions) 2012 2011
Environmental habiiities at January 1 $ 1656 §$ 1866
Revised obligation estimates (20 11
Environmental payments (175 (21 5)
Exchange differences and other 035 06)
Environmental liabiliies at December 31 $ 1466 $ 1656

Environmental habihities of $32 0 million and $35 3 million were classified as current in other accrued expenses in the
consolidated balance sheets as of December 31, 2012 and 2011, respectively The long-term portion of environmental
habilities is recorded in other long-term Liabilities in the consolidated balance sheets
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The Company manages estimated cash flows by project These estimates are subject to change 1f there are
modifications to the scope of the remediation plan or 1f other factors, both external and internal, change the timing of the
remediation activities Based on current estimates, the expected payments for environmental remediation for the next five
years and thereafter at December 31, 2012 are as follows, with projects for which timing 1s uncertain included n the 2013
estimated amount

(in USS millions}

2013 320
2014 168
2015 122
2016 110
2017 87
Thereafter 690
Total § 1497
Competition

In 2006, the Company conducted an mternal investigation nto possible anti-competitive practices engaged i by
employees of several of the Company’s acquired European subsidiaries and determuned that over a number of years, certain
employees in two junsdictions engaged n 1llegal anti-competitive practices The Company informed the relevant authonties
of 1ts findings relating to conduct that occurred prior to 2007 The authonties 1n one junsdiction are not pursuing further
proceechngs In the other jurisdiction, the authonties, 1n early June 2012, 1ssued a “statement of objections,” marking the
commencement of a stage tn the proceedings during which the Company may negotiate a resolution of the matter The
Company 1s currently 1n the process of evaluating a potential negotiated resolution In June 2012, the Company increased the
amount reserved for the potential fine that may be imposed by that authonity While we believe the amount of the reserve 1s
adequate, we estimate that fines of up to approxumnately $10 4 million beyond recorded amounts are reasonably possible

The US Federal Trade Commission (“FTC”) began an investigation 1 2011 of Umivar’s bleach distribution business in
North Carohna and Virgima Umivar is cooperating with the FTC in that investigation Univar did not record a liability
related to this investigation as the potential loss 1s neither probable nor estimable at this stage 1n the investigation

Customs and International Trade Laws

In April 2012, the US Department of Justice (“DOJ”) 1ssued Univar a subpoena in connection with an investigation
mnto the Company’s compliance with applicable customs and mternational trade laws and regulations relating to the
importation of saccharm At around the same time, Univar became aware of a parallel investigation being conducted by US
Customs and Border Patrol (“CBP™) nto the same underlying conduct Umivar 1s cooperating with DOJ and CBP Univar did
not record a hability related to either of these investigations as any potential loss 1s neither probable ner estimable at this
stage in either investigation

15 Share-based compensation

In March 2011, the Board of Directors adopted the 2011 Umivar Inc Stock Incentive Plan (the ‘Plan™) The Plan
provides for grants of stock option and restricted stock awards to officers and certain employees of Umivar and its
subsidiaries As of December 31, 2012, there were 14,052,963 shares reserved and 12,953,744 shares available for 1ssuance
under the Plan

For the years ended December 31, 2012 and 2011, respectively, Univar recognized total share-based compensation
expense of $17 5 mitlion and $19 0 million, and a tax benefit relating to share-based compensation expense of $5 9 mihon
and $5 7 million As of December 31, 2012, Umivar has unrecognized share-based compensation expense related to non-
vested awards of approximately $26 6 milien, which will be recognized over a weighted-average period of 2 2 years
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Stock options

In 2012, Univar granted approximately 3 5 milhon stock options under the Plan with a weighted-average grant date fair
value of $4 13 The 2012 stock option grants are summanzed as follows

Stock

Options Exercise Fair Value  [ntrinsic Value

Granted Price per Share per Share
First quarter _— s — $fF — 5 —
Second quarter 1,450,000 1162 1162 _
Thard quarter — — — —
Fourth quarter 2,010,000 1062 1062 —

Total stock options granted 1n 2012 3,460,000

Stock options granted under the Plan expire ten years after the grant date and generally become exercisable over a four-
year period, based on continued employment, with annual vesting The exercise pnice of a stock option 1s determined at the
ume of each grant and 1n no case will the exercise price be less than the fair value of the underlying common stock on the
date of grant Participants have no stockholder nights until the time of exercise The Company will 1ssue new shares upon
exercise of stock options granted under the Plan

In 2012, the Company modified the terms of 19 milhon stock options held by a key employee The modification
resulted 1n the cancellation of 400,000 stock options and accelerated vesting of 567,135 of the remaining stock options The
Company accelerated the recogmtion of expense associated with this award and recorded an additional $2 2 million 1n 2012,
which 1s included in the total share-based compensation expense disclosed above

The following reflects stock option activity under the Plan for the year ended December 31,2012

Weighted- Weighted- Aggregate
Number of Average Average Intrinsic
Stock Exercise Contractual Value (in USS

Options Price Life millions)
Quistanding at January 1, 2012 9,772,442 $ 1000
Granted 3,460,000 1104
Forfeited {768,565) 1000
Expired — —
Cancelled (400.000) 1000
Exercised (1,815,738) 10 00
Qutstanding at December 31, 2012 10,248,139 1035

P
Exercisable at December 31, 2012 3,163,029 10 00 83 s —
Expected to vest after December 31, 2012 @ 6,366,076 10 51 90 5 —

1 The difference between the exercise pnice and the fair value of Univar common stock of $9 14 at December 31, 2012 No amount 15 included for
awands with an exercise price that 1s greater than the year-end fair value of Univar common stock

) The expected to vest stock options are the result of applying the pre-vesting forferture rate assumptions to unvested stock options outstanding

Restricted stock

In 2012, Univar granted 1,000,000 shares of restricted stock to a key employee under the Plan This restnicted stock
award vests m four annual tranches beginming November 30, 2013 through November 30, 2016 Unvested shares of restricted
stock may not be sold or transferred and are subject to forfeiture Restricted stock 15 included in the Company’s shares
outstanding Dividend equivalents are available for unvested shares of restricted stock 1f dividends are declared by the
Company dunng the vesting period

In 2012, the Company modified the terms of 300,000 restrnicted shares held by a key employee The modification
resuited 1n the accelerated vesting of 200,000 restnicted shares and the repurchase of 300,000 vested shares The Company
recogmzed incremental expense of $0 2 million and accelerated expense of $0 9 milhon due to this modification 1n 2012,
which are included in the total share-based compensation expense disclosed above
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The following table reflects restricted stock activity under the Plan for the year ended December 31, 2012

Welghted
Average

Restricted Grant-Date

Stock Fair Value
Nonvested at Januvary 1, 2012 300,000 $1000
Granted 1,000,000 1062
Forfeited — —
Vested {300,000) 1000
Nonvested at December 31, 2012 1,000,000 1062

Stock-based compensation fair value assumptions

The fair value of Univar common stock was used to establish the exercise price of stock options granted, as the basis
for the fair value of restricted stock awards and as an nput 1n the valuation of stock option stock awards at each grant date
Univar obtained contemporaneous valuations performed by an unrelated valuation specialist in support of each award The
fair value of Univar common stock was based on an equal weighting of the fair values determined under the income and
market approaches, discounted for the lack of marketability as a closely held, nonpublic company A discounted cash flow
analysis was used to estmate fairr value under the income approach The market approach consisted of an analysis of
multiples of comparable companies whose secunties are traded publicly, as well as a review of multiples 1n recent mergers
and acquisitrons involving similar businesses

The Black-Scholes-Merton option valuation model was used to calculate the fair value of stock options The weighted-
average assumptions used under the Black-Scholes-Merton option valuation model were as follows

2012 2011
Rusk-free interest rate 10% 25%
Expected dividend yield @ —% —%
Expected volaulity 36 8% 369%
Expected term (years) ¥ 62 61

) The nsk-free interest rate 1s based on the US Treasury yield for a term consistent with the expected term of the stock options at the time of grant
@ The Company currently has no expectation of paying cash dividends on 1ts common stock
£} The expected volatity 1s based on the average histonical data of 2 peer group of public compames over a penod equal to the expected term of the stock

options
' As the Company does not have histoncal exercise data under the Plan, the expected term 1s based on the average of the vesung penod of each tranche

and the onginal contract term of 10 years
Additional stock-based compensation imformation

The following table provides additional stock-based compensation information for the years ended December 31, 2012

and 2011
{in USS millions) 2012 2011
Total intrinsic value of stock options exercised $ 11 3
Farir value of restricted stock vested 32
Cash received from stock option exercises
Tax benefit of stock options exercised
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16 Accumulated other comprehensive income (loss)

Accumulated other comprehensive income (loss) 1s comprised of the following

December 31,
{in USS millions) 2012 2011
Changes mn fair value of dernivative instruments, net of tax h) — $ “n
Pension and post-employment benefit adjustments, net
of tax 246 322
Foreign currency translation, net of tax (26 0) (53 6)
Total accumulated other comprehensive (loss) $ (14) $ (25 5)

17  Earnings per share

The following table presents the basic and diluted eamings per share computations for the years ended December 31,
2012, 2011 and 2010

Year Ended December 31,
_(In USS millions, except per share data) 2012 011 2010
Net loss $F Q974 § (1762) $ (706)
Weighted average common shares
outstanding and dilutive!” 195,186,585 194,518,767 148,003,681
Basic and diluted loss per common share $ (101) $ ©091) $ (048)

M Siock opions to purchase approximately t02 mullon and 9 8 million shares dunng 2012 and 2011, respectively, were outstanding but not

inctuded 1n the calculation of diluted earmings per share as the impact of these options would have been anu-diluttve

The Board of Directors of the Company authonzed a common stock spht, effected on November 29, 2010, that
increased the total number of shares authorized to 1ssue from 1,000 shares of common stock, par value of $0 01 per share, to
734,625,648 shares of common stock, par value of $0 000000014 per share All share and per share data has been adjusted to
reflect the stock splhit

18 Fmancial instruments

Umivar classifies its financial instruments according to the far value hierarchy descnbed in “Note 2 Sigmficant
accounting pohicies > Certain financial instruments, such as denvauve financial nstruments, are required to be measured at
fair value on a recurring basis Other financial instruments, such as the Company’s own debt, are not required to be measured
at fair value on a recurring basis Under current accounting guidance, the Company may make an irrevocable election to
measure financial instruments and certain other items at fair value The Company has not elected to apply this far value
option for eligible items

Items measured at fair value on a recurring basis

The following table presents the Company’s assets and hiabilities that are measured at fair value on a recurning basis at
December 31, 2012 and 2011
Level 1 Level 2

I USS millions 2 2011 w12 2011
Financial assets

Forward currency contracts $§ 04 $ 02 5 — 5 —
[nterest rate cap contracts — — — 02

Financial habilhities

Forward currency contracts 04 04 — —
Interest rate cap contracts — — 06 09
Interest rate swap contracts — - — 68
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Dervatives

The amounts recogmized n other comprehensive income and the consohdated statements of operations relating to
denvatives are as follows

(in USS millions) 2012 2011 2010
Losses recogmzed in accumnulated other comprehensive income

{(effective portion)

Interest rate swaps FE — s — $ (16 4)
Losses reclassified from accumulated other comprehensive

income to statement of operations

Interest rate swaps — miterest expense 48 71 345
Gains (losses) recognized directly in income (amounts excluded

from effectiveness testing and neffective portion)

Interest rate swaps — interest expense 68 52 28
Interest rate caps — interest expense ¢1 (40) 12
Foreign currency — warchousing, selling and admmnistrative 03 on 02)

interest rate dertvatives

The fair value of interest rate swaps and interest rate caps 15 determined by estimating the net present value of amounts
to be paid under the agreement offset by the net present value of the expected cash inflows based on market rates and
associated yield curves

At December 31, 2012 and 2011, the Company had two interest rate caps in place, each with a notional amount of
$250 0 million whereby, to the extent the quarterly LIBOR variable rate of interest exceeds 2 25%, the Company would
recelve payment based on the nottonal amount and the interest rate spread The Company does not apply hedge accounting
for the 1nterest rate caps, which expire on December 31, 2013 The nterest rate cap asset 1s reported 1n prepaid and other
current assets 1n the consolidated balance sheets

At December 31, 2011 the Company had one interest rate swap contract 1n place with a notional amount of $500 0
million, whereby a fixed rate of interest (1 781%)1s paid and a vanable rate of interest (equal to one-month USD LIBOR)
was received on the notional amount Pnior to the debt refinancing on November 30, 2010, hedge accounting was applied as
the swap contract hedged the interest rate nsk under the Company’s credit faciities As a result of the debt refinancing, hedge
accounting was discontinued on October 1, 2010 The cumulauve toss of $13 7 million was amortized to interest expense
from other comprehensive income (loss) over the remamning term of the swap The interest rate swap expured on
December 31, 2012 Any additional valuation adjustments were recognized in interest expense

Foreign currency dertvatives

The fair value of forward currency contracts 1s calculated by reference to current forward exchange rates for contracts
with sirmlar matunity profiles Forward currency contracts are not designated as hedges and are recorded at fair value 1n either
other current receivables or current payables in the balance sheets, reflecting their short-term nature

Fimancial instruments not carried at fair value

The estimated fair market values of financial instruments not carmed at fair value in the consohdated balance as of
December 31, 2012 and 2011 are as follows

December 31, 2012 December 31, 2011
Carrying Carrying
(in US$ millions) Amount Fair v alue Aount Falir Value

Financial habihities
Long-term debt £ 37760 $ 38150 % 30430 § 30248

Long-term debt

The fair values of the long-term debt were based on current market quotes for 1dentical or similar borrowings and
credit nsk adjusted for hquidity, margins, and amortization, as necessary (Level 2 measurement)

Fair value of other financial instruments

The carrying value of cash and cash equivalents, restricted cash, accounts receivable, accounts payable, short-term
debt and current maturities of long-term debt included in the consohidated balance sheets approximate fair value
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19 Segments

Management monttors the operating results of 1ts business segments separately for the purpose of making decisions
about resource allocation and performance assessment Management evaluates performance on the basis of Adjusted
EBITDA Adjusted EBITDA 1s calculated by adjusting net income (loss) for income tax expense (benefit), interest expense,
net, other operating expenses, net, impamment charges, loss on extingwishment of debt, depreciation expense and
amortization expense (unaudited)

Transfer prices between business segments are set on an arms-length basis in a siumilar manner to transactions with
third parties Corporate operating expenses that directly benefit segments have been allocated to the operating segments
Allocable operating expenses are 1dentified through a review process by management These costs are allocated to the
operating segments on a basis that approximates the use of services This 1s typically measured on a weighted distnbution of
margm, asset, headcount or time spent

Other/Eliminations represents the elimination of inter-segment transactions as well as unallocated corporate costs
consisting of costs specifically related to parent company operations that do not directly benefit segments, either individually
or collectively

Restof Other/
{in US$ millions) USA Canada EMEA World Eliminatl C lidated
Year ended December 31, 2012
Net sales
External customers $ 56592 § 14944 $ 22830 § 3105 $ — 3 9,747 1
Inter-segment 1382 160 43 — (158 5) —_
Total net sales 5,797 4 1,5104 22873 3105 (158 5) 9,747 1
Cost of geods sold 4,728 7 1,242 0 1,851 1 26§ 3 (158 5) 79246
1,068 7 2684 4362 4912 —_ 1,822 5
Adjusted EBITDA (unaudited) 4259 1253 607 18 (84) 6053
Other operating expenses, net 1849
Depreciation expense 622 109 297 14 75 1117
Amoruizalion expense 660 139 113 19 — 933
[mpairment charges 758
Loss on exunguishment of debt 035
Interest expense, net 2609
[ncome tax expense 756
Net loss
Total assets 40496 1,812 1 1,446 5 2182 (1,007 5) 6,518 9
Property, plant and equipment, net 6304 153 9 2403 91 1191 1,152 8
Capital expenditures 354 147 537 19 64 4 1701
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Rest of Other/
(in US$ miflions) USA Canada EMEA World Eliminati C lidated
Year ended December 31, 2011
Net sales
External customers 56608 § 1,381 § 24376 § 2340 § — 3 97185
Inter-segment 615 93 48 —_ {75 6) —
Total net sales 57223 1,395 4 24424 2340 {75 6) 9,718 5
Cost of goods sold 4,652 0 1,137 9 1,973 6 1951 {75 6) 7,883 0
1,070 3 2575 468 8 389 — 1,8355
Adjusted EBITDA (unaudited} 449 8 120 8 814 136 (149 6507
Other operating expenses, net 1422
Depreciation expense 61 8 101 s 07 43 108 4
Amormzation expense 631 141 114 14 — 900
Impairment charges 1739
Loss on extinguishment of debt 161
Interest expense, net 2804
Income tax expense 159
Net loss s (176 2)
Total assets 33243 1,686 1 1,336 7 2079 {8529) 57021
Property, plant and equipment, net 626 6 1460 2142 97 663 1,062 8
Capital expenditures 249 83 320 07 370 1029
Restof Other/
{in US$ millions) USA Canada EMEA World Eliminations Consolidated
Year ended December 31, 2010
Net sales
External customers 45712 § 12652 $ 19235 § 1483 § — 3 7,908 2
Inter-segment il3 35 13 —_ (16 1) —
Total net sales 45825 1,268 7 1,924 8 148 3 (161 7,908 2
Cost of goods sold 37197 1,034 9 1,538 1 1233 (16 1) 6,359 9
862 8 2338 3867 250 — 1,508 3
Adjusted EBITDA (unaudited) 3236 1133 645 85 69) 5030
Other operating expenses, net 862
Depreciation expense 528 93 199 04 06 830
Amortization expense 2717 134 45 — — 456
Impairment charges 126
Loss on extingmishmemnt of debt 14 5
Interest expense, net 3013
Income tax expense 304
Net loss s (70 6)
]
Total assets 33316 1,682 7 1,407 6 918 2421 6,755 8
Property, plant and cquipment, net 6675 149 ¢ 1698 16 212 1,009 2
Caputal expenditures 366 T4 273 10 197 9290

Business [ine information

Umvar’s operating segments derive their net sales pnmarly from distributing industnal chemicals and providing

related specialty services

Approximeatly 97% of Univar’s net sales from external customers relate to 1ts industrial chemical business Other sales
to external customers relate to services for collecting and arranging for the transportation of hazardous and nonhazardous

waste

No single customer accounted for more than 5% of net sales in any of the years presented
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20 Related party transactions

Prior to the CD&R transaction in November 2010, the Company had a service level agreement with its parent, Univar
N V, whereby costs incurred by the parent which benefited the subsidianies were allocated to the subsidiaries pursuant to a
cost atlocation model using key profitability, headcount and asset measures as a basis for allocation These costs included
financial, legal and managerial advice and advice with respect to other matters and transactions These fees are included 1n
other operating expenses, net 1n the amount of $1 & million for the year ended December 31, 2010 Concurrent with the
CD&R transaction, operations were realigned such that all costs incurred for the benefit of the Company and its substdianes
are mawntained within the Company

CD&R and CVC charged the Company a total of $5 2 million, 34 4 million and $43 0 million 1n 2012, 2011 and 2010,
respectively, for advisory services provided to Univar pertaining to the CD&R transaction and the related debt refinancing, as
well as for strategic consulting These amounts were recorded 1n other operating expenses, net

The Company previcusly granted loans to certamn employees to acquire shares of an indirect parent company as a
management equity program In conjunction with the CD&R transaction in 2010, there were repayments of principal and
accrued mterest of $5 4 omlhion No new loans were granted during 2011 or 2012 The loan terms call for 2 35% to 3 24%
interest to be accrued on unpaid principal per annum, i hine with local tax guidance, and for repayment of the loan plus
interest on the ninth anmiversary of the loan The terms of eight loans provide that a portion of the employee’s annual profit
sharing bonus be used to repay the loan During 2011 and 2012 there were no repayments under this provision At December
31, 2012 the Company has 9 loans outstanding totaling $0 5 miltlion with an average remaining term of 6 4 years The shares
acquired with the loans are pledged to repay the loans and the loans are with recourse agamnst the individuals

In 2010, the Company recogmzed mterest income of $4 6 mullion related to three loans to its immediate parent
company, Univar N V|, and an indirect parent company, Ulixes B V The outstanding principal and interest of $90 8 million
were repatd concurrent with the CD&R transaction in November 2010

The following table summarizes Univar’s sales and purchases with affiliates of our stockholders

Year Ended December 31,
(in USS$ millions) 2012 2011 2010
cve
Sales to affiliate companies $ 23t 3 312 $ 290
Purchases from affiliate companies 133 277 269
CD&R
Sales to affihate companies 115 83 04
Purchases from affiliate companies 04 — —

Included n nterest expense are $4 0 mullion, and $132 5 million for the years ended December 31, 2011 and 2010,
respectively, related to loans payable to Univar N V In conjunction with the CD&R transaction, these loans were paid off on
January 11, 2011, in the amount of $956 6 mlhion

The Senior Subordinated Notes are held by indirect stockholders of the Company and are therefore considered due to
related parties Refer to “Note 11 Debt” for further information regarding the Semor Subordinated Notes
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21  Quarterly financial information (unaudited)

The following tables contain selected unaudited statement of operations information for each quarter of 2012 and
2011 The tables wnclude all adjustments, consisting only of normal recurring adjustments, that 1s necessary for fair
presentation of the consclidated financial position and operating results for the quarters presented Our business 1s affected by
seasonality, which histonically has resulted in ligher sales volume during our second and third quarter The Company
recogmzed a loss on extinguishment of $14 5 million 1n the first quarter of 2011 1n connection with the February 2011 term
loan refinancing The Company recogmized a loss of $83 6 million and a loss of $49 1 million i the fourth quarter of 2012
and 2011, respectively, relating to the annual mark to market adjustment on 1ts defined benefit pension and postretirement
plans The Company recogmzed a goodwill impairment in the EMEA segment of $75 0 million and $169 4 million in the
fourth quarter of 2012 and 2011, respecuvely The Company recognized a $52 4 million deferred tax valuation allowance n
the fourth quarter of 202

Unaudited quarterly results are as follows

Year Ended December 31,2012

Mar 31, Jun 30, Sep 30, Dec 31,

{in USS miflions, except per share data) 2012 2012 1012 2012
Net sales 3 2,406 1 3 26823 5§ 24244 $ 22343
Income (loss) before income taxes 251 237 416 (212 2)
Income tax expense (benefit) 106 189 97 364
Net income {loss) 145 48 319 (248 6)
Earmings (loss) per share

Basic and diluted $ 007 $ 002 § 016 3 (127)
Shares used 1n computation of carmings
(loss) per share

Basic 194,610,000 194,728,693 195,510,090 195,886,315

Diluted 195,059,223 195,116,970 195,803,085 195,886,315

Year Ended December 31, 2011
Mar 31, Jun 30, Sep 30, Dec 31,

{in USS millions, except per share data) 2011 2011 2011 2011
Net sales $ 22940 5 26942 5 25160 § 22143
Income (loss) before income taxes 74 437 68 (2182)
Income tax expense (benefit) 31 179 (0 5) (4 6)
Net income (loss) 43 258 73 (213 6)
Earnings (loss) per share

Basic and diluted $ 002 $ 013 % 004 3 (110
Shares used in computation of earmings
(loss) per share

Basic 194,510,000 194,510,000 194,510,000 194,544,783

Diluted 194,510,000 194,544,348 194,613,041 194,544,783

22 Subsequent events

On February 22, 2013, the Company completed a refinancing whereby it borrowed additional funds of $423 6 million
on its existing Term Loan Facility As a result of this refinancing, the Company recogmized third party fees in other operating
expenses, net of $5 5 million

In late 2007, Canada Revenue Agency (“CRA™) inihiated a review of the 2007 Canadian restructuring within the Umivar
Canadian group under the General Anti-Avoidance Rule (“GAAR™), resulting n a proposed apphication of withholding tax
on a deemed distnbution The Company has, through 1ts external tax counsel, affirmed 1ts more likely than not position that
GAAR should not be apphed to the transaction(s) On March 6, 2013, the Company received a notice of assessment for $38 3
millien ($39 5 million Canadian dollars, comprised of $29 4 million withholding tax and $ 10 1 mullion interest) The
Company 1s proceeding to file its Notice of Objection within the requisite period of time imposed by CRA, and will file a
Notice of Appeal with the Canadian Tax Court to commence litigation
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On March 25, 2013, the Company refinanced the ABL Facility to increase the total commitment from $1 1 hillion to
$1 4 tilhon and extend the matunty date of the U S and Canadian credit lines from November 30, 2015 to March 25, 2018
The new facility includes a $100 0 million term loan, which matures March 25, 2016 The Company ncurred fees of $6 1
milhon related to this refinancing Unamortized deferred financing fees on this facility were $13 7 million as of the date of
the refinancing

On March 27, 2013, the Company repaid $350 0 mullion of the Senior Subordinated Notes due 2018, incurnng an early
payment penalty of $21 0 million Unamortized deferred financing fees and the discount on these notes totaled $7 0 million
as of the date of the repayment

On March 27, 2013, the lender lowered the interest rate on the Sentor Subordinated Notes due 2017 and the remaining
balance of the Semor Subordinated Notes due 2018 from a fixed rate of 12 0% to a fixed rate of 10 5% 1n exchange for six
months of call protection

The Company has evaluated subsequent events through March 29, 2013, the date that these financial statements were
available to be 1ssued
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Univar Inc.
Management Discussion & Analysis
For year ended December 31, 2012

Non-GAAP Financial Measures

We have prepared our consolidated financial statements 1n accordance with US GAAP However, this discussion
utilizes varnous figures that are “non-GAAP financial measures” as this term 15 defined 1in Regulation G as promulgated
by the Secuntuies and Exchange Commussion (“SEC”), including gross profit, gross margmm, adjusted EBITDA and
adjusted EBITDA margin We have detailed either the computation of these measures from multiple US GAAP figures or
reconciled these non-GAAP financial measures to the most relevant US GAAP equivalent Some of these measures do
not have standardized meanings and investors should consider that the methodology applied 1n calculating such measures
may differ among compames Our management believes these non-GAAP measures provide useful supplementary
information to investors i order that they may evaluate our financial performance using the same measures as our
management These non-GAAP measures are not in accordance with, or an alternative for, measures of financial
performance prepared in accordance with US GAAP

Gross profit and gross margin We define gross profit as net sales less cost of goods sold We define gross
margin as gross profit divided by net sales Qur cost of goods sold includes all inventory costs such as the purchase price
(net of suppher discounts), as well as direct labor and other costs incurred to blend and repackage the product Cost of
goods sold 1s exclusive of costs to deliver the product and depreciation expense  Qur gross profit may not be comparable
to those of other companies, as other companies may nclude costs related to their distmbution network and depreciation
expense 1n cost of goods sold

Adjusted EBITDA In addition to our net income (loss) deterrmined 1n accordance with US GAAP, we evaluate
operating performance using adjusted EBITDA, which we define as our consolidated net income (loss), plus the sum of
1) interest expense, net of interest income, 2) mncome tax expense (benefit), 3) depreciation, 4) amortization, 5) other
operating expenses, net (which primanly consists of pension mark to market adjustments, acquisition and integration
related expenses, stock-based compensation expense, redundancy and restructuring costs, advisory fees paid to
stockholders, and other unusuval or non-recurring expenses), 6) impairment charges, and 7) loss on extingwshment of
debt While adjusted EBITDA 15 a non-GAAP measurement, management beheves that 1t 1s an 1mportant indicator of
operating performance because

. Adjusted EBITDA 1s reported to our lenders as required under the covenants of our credit agreements,

. Adjusted EBITDA excludes the effects of income taxes, as well as the effects of financing and imvesting
activities by eliminating the effects of interest, depreciation and amortization expenses,

. Management considers gains/{losses) on the acquisithien, disposal and impairment of assets as resulting
from nvesting decisions rather than ongoing operations, and

. Other significant items, while periodically affecting our results, may vary sigmificantly from period to
period and have a disproportionate effect in a given period, which affects comparability of results

Reporting Segments

Our operations are structured into four reportable segments that represent the geographic areas under which we
operate and manage our business (1) Univar USA, (2) Umivar Canada, (3) Umvar Europe, the Middle East and Afnca
(“EMEA™), and (4) Rest of World, which includes developing businesses in Latin America (sncluding Brazil and Mexico)
and the Asia-Pacific region Management momtors the operating results of its segments on the basis of adjusted
EBITDA Transfer prices between business segments are set on an arms-length basis in similar manner to transactions
with third parties Corporate operating expenses that directly benefit our operating segments have been allocated on a
basis that approximates our estimates of the use of these services Other/Eliminations represents the elimination of inter-
segment transactions as well as unallocated corporate costs consisting of costs specifically related te parent company
operations that do not directly benefit segments, either individually or collectively In the analysis of our results of
operations below, we discuss operating segment results for each reporting penod following our penod-to-penod
comparison
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Results of Operations

The following tables set forth, for the periods indicated, certain statements of operations data first on the basis of
reported data and then as a percentage of total net sales for the relevant pertod The financial data set forth below are not
necessanly indicative of the results of future operations and should be read 1n conjunction with our historical consolidated
financial statements and accompanying notes included elsewhere herein

Year Ended December 31, 2011 Compared to Year Ended December 31, 2012

Twelve Months Ended Increase Impact of

{(m US$ millions) December 31, 2011 December 31, 2012 (decrease} % Change Currency*
Net sales $ 97185 1000% § 9,7471 1000% § 286 03% (19)%
Cost of goods sold 7.8830 81 1% 79246 813% 416 05% (1 9%
Gross profit 1,8355 18 9% 1,8225 18 7% (130) 0 N% (1 8)%
Qperating expenses

Warehousing, selling and

admimistrative 1,184 8 12 2% 1,2172 12 5% 324 2 7% (25)%

Other operaung expenses, net 1422 15% 1849 19% 427 300% {(29%

Depreciation 108 4 11% 1117 11% 33 30% (22)%

Amertization 900 09% 933 10% 33 37% (12)%

Impairment charges 173 9 18% 758 08% 981) (564)% (25%
Total operating expenses 1,699 3 17 5% 1,682 9 17 3% (16 4) {1 0)% (2 )%
Operating income 1362 14% 1396 14% 34 25% 59%
Other income (expense)

Interest income 71 01% 90 01% 19 26 8% {42)%

Interest expense (287 5) 30)% (269 9) (2 8)% (17 6} {6 )% {0 8)%

Loss on extingmishment of debt (16 1) 0% (05 —% (Ll56) (96 9% —%
Total other expense (296.5) (3 1Y% (261 4) (27)% (Bs1y  (118)% 0 N%
Loss before income taxes (160 3) (1 6Y% {121 8) (1 2)% 385 (24 0)% (6 3%

Income tax expense 159 02% 156 0 8% 597 375 5% 38%
Net loss $ (1762} (18)% §_(1974} (20)% (21 2) 12 0% 54)%

*The currency impact 1s included in the % change

Net sales

Net sales were $9,747 1 million 1n 2012, an increase of $28 6 million, or 0 3%, from 2011 The comparability of
these periods 15 impacted by the December 2012 acquisihion of Magnablend n the Umited States, the August 2011
acquisition of Arinos in Brazil, and the March 2011 acquisition of Eral-Protek in Turkey In total, the acquired companies
contributed 1ncremental revenues of $92 8 mithon 1n 2012 Including the effect of acquisitions, pricing and product mix
had a positive impact of 2 6%, pnimanly as a result of changes 1n product mix in the USA, Canada and Rest of World
segments This positive impact was partially offset by a negative impact in EMEA due to changes in product mix and
falhing prices because of reduced demand under current economic conditions A negative currency translation impact and
a decrease in volumes partially offset the positive impact of pricing and product mix  Foreign currency translation had a
negative 1 9% umpact on net sales when compared to 2011 as the US dollar has strengthened, most notably against the
Euro Volumes dechined 0 4% worldwide as reduced demand in the USA segment offset the additional volumes from
acquisitions and growth 1n the other regions, including a 3 9% increase in Canada on the strength of the agncultural and
energy markets

Gross profit

Gross profit decreased $13 0 million, or ¢ 7%, to $1,822 5 mudlion 10 2012 Acquired companies contnbuted
incremental gross profit of $11 8 mullion 1n 2012 Including the effect of acquisitions, changes 1n pricing, preduct costs
and product tmx contributed a 1 5% positive impact, primanily due to changes in product mix 1n the USA, partially offset
by a negative change in EMEA Partially offsetting this increase was a negative 1 8% impact from currency transtation,
primarily related to EMEA, and the 0 4% decrease in volumes Gross margin decreased to 1§ 7% in 2012 compared to
18 9% 1n 2011
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Warchousing, selling and administrative expenses

Warehousing, selling and administrative expenses ncreased $32 4 million, or 2 7%, to $1,217 2 million 1n 2012,
and increased as a percentage of net sales from 12 2% 1n 2011 to 12 5% 1n 2012 Acqusitions contributed an incremental
$14 5 million 10 warehousing, selling and admumstrative expenses in 2012 The increase was also due to higher
transportation costs, professionat fees and cutside services due to several strategic imtiatives, bad debt expense, travel
costs and foreign currency losses Offsetting these increases, was a decline 1n personnel costs, as lower incentive
compensation and retirement benefit costs offset the impact of the additional headcount relating to the recent acquisitions
Also, currency translation had a 2 5% beneficial impact on warehousing, selling and admimstrative expenses

Other operanng expenses, net

Other operating expenses, net increased $42 7 milhon, or 30 0%, from 2011 to $184 9 million, and increased as a
percentage of net sales compared to 2011 The increase was pnmanly due to a greater pension mark to market loss
relating to the annual remeasurement of the Company’s defined benefit plans, the accrual for estimated fines relating to an
anti-competition matter in Europe regarding conduct that occurred prior to 2007, and debt refinancing costs relating to the
October 2012 refinancing of the Company’s term loan facihity Currency translation had a 2 9% beneficial impact on other
operating expenses, net

Depreciation and amortization

Depreciation expense increased $3 3 mullion, or 3 0%, compared to 2011, primanly due to lhigher depreciation
on capitalized software costs As a result of the implementation of our global ERP system currently in progress, we began
depreciation of associated software licenses and capitalized development costs for completed modules, and have
accelerated depreciation of the remaining capitalized balances of our current accounting systems This increase was
partially offset by a 2 2% beneficial impact from currency translation

Amortization expense ncreased $3 3 milhon, or 3 7%, from 2011, due to the amortization of intangible assets
associated with the acquired companies, partially offset by a 1 2% beneficial tmpact from currency translation
Impairment charges

Impairment charges 1n both 2012 and 2011 primanly relate to the impairment of goodwill in the EMEA segment

Interest expense

Interest expense decreased $17 6 million, or 6 1%, from 2011, as a result of the beneficial impact of currency
and a decrease 1n interest rates

Loss on extinguishment of debt

In February 2011, the Company refinanced its term loan facilities to increase borrowings, extend maturities and
reduce interest rates, resulting in the recognition of a loss on extinguishment of debt of $16 1 million In October 2012,
the Company refinanced 1ts term loan facility to increase borrowings and amend certain terms, resulting 1n the recognition
of a loss on extinguishment of debt of $0 5 million

Income tax expense

Income tax expense increased $59 7 million compared to 2011, primanly due to the unfavorable impact of the
recogmition of a valuation allowance 1n the United States on certain deferred tax assets, a non-deductible penalty for anti-
competitive practices, and the reduction 1n the loss before income taxes, offset by the favorable impact of the
comparatively smaller amount of the EMEA goodwill impairment charge and the release of valuation allowance during
from the merger of three subsidianes i Belgium
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Segment results (unaudued)

Our adjusted EBITDA by reportable segment and in the aggregate for 2011 and 2012 15 summarized n the
following table

Other/ Unther/
Rem of Eltmi Rest of Eliml-
(I Uh§ siiibons) USA Crusds FMFA Werld nstions” Catmolidabd L3SA Cumnda EMEA World untiom®™* ‘Comelicieted
Yaar Enéed Decomber 31 2011 Yoar Ended Deeessber 31 2011

No salas

Exiomalcustomers . .. - . 556608 3 L3861 § 24075 0§ 40 3 — $ 97183 § 56532 % 14944 § L2830 § es s - $ 94T

Mo eegmat - - o ... —fLS 2.1 4.5 = __{56 ____= 16.0 4. = ({5 =

Total oo sala - - 57123 13954 24424 palli] {156) 718 3 57974 15104 LIR13 oS {158 5) P T4T)

Conofgrobsold . . . 48520 — LS __ LemE %51 6y _ 2BEV0 _ 4WE7 12420 LRSI ___ 2613 . (ISRSY I8

Grods profit _ _ - 71T S L X SN T S X S-S X T S " S 1 SV ET-¥ S | % S ——

Adjusted EBITDA - 4498 1208 a1 4 136 (149} 6507 4259 1253 607 [} 84 6053
Othor operatmg expenses net 1422 184 9
Depreciation expense. 618 101 s 07 43 1084 622 109 297 X 75 ne?
Atnortization expose 61 141 114 14 —_ 00 850 139 115 Ly - 933
Impaurmen charges 1719 758
Loss on extmguishment of debe 161 03
Imeren epense, net 2804 2609
Income 1ax expense - 159 134

Net ncome - L(l162) 1_{1974)

4] Onher the of a4 well &5 COMpOrate codls consling of ciats specufically related to parand comparny oparations that do not directly benefit

segments, atba mdsdually or cottocvely

United States  External sales 1 the USA segment of $5,659 2 mithon were $1 6 mllion lower than in 2011
Volumes were 2 9% lower, as the addition of Magnablend in December was offset by reduced volumes on overall market
weakness and a mild winter 1n the first quarter, which impacted many products, including sulfuric acid, methanol and
deicing flind Pricing and product mix had a positive impact of 2 8%, primarily due to the impact of changes n product
mix as much of the decline in volumes was related to products with lower average selling prices Gross profit decreased
by 31 6 million, or 0 1%, to $1,068 7 mullion in 2012, due to the lower velumes and the wnte-down of guar inventory as a
result of a decrease 1n prices Positive changes in pnicing, product costs and product mix partially offset these negative
factors Gross margin remamed at 18 9% 1n 2012 Operating expenses increased $22 3 milhion, or 3 6%, in 2012 to $642 8§
milhion as higher transportation costs and costs associated with strategic mmtiatives offset lower personnel and
environmental costs Adjusted EBITDA decreased by $23 9 mulhion, or 5 3%, to $4259 million n 2012 Adjusted
EBITDA margin decreased from 7 9% to 7 5% 1n 2012 as a result of the higher operating expenses relative to net sales

Canada External sales of $1,494 4 milhon 1n the Canadian segment during 2012 were $108 3 mullion, or 7 8%,
gher compared to 2011 Sales volumes improved 3 9% primanly as a result of demand n the 01! and gas sector and
favorable weather conditions relative to the prior year, which resulted in higher agricultural sales Prnicing and product mix
had a positive 5 1% impact primanly as a result of an increased mix of higher priced products, such as hydrochlornc acid
and guar Foreign currency translation had a negative impact of 1 2% on external sales as the Canadian dollar weakened
against the US dollar Canadian gross profit increased by $10 9 million, or 4 2%, to $268 4 milhon 1n 2012, as the impact
of higher sales volumes and a positive net impact from changes in pricing, product cost and product rix exceeded a 1 1%
negative 1mpact from currency translation and the effect of the write-down of guar inventory Gross margin decreased
from 18 6% 1n 2011 to 18 0% as the effect of lower supplier incentives, the write-down of guar inventory and competitive
pressures offset the beneficial unpact of the increased mix of higher margin products in the oifield services sector
Operating expenses increased $6 4 million, or 4 7%, to $108 1 million 1n 2012, but decreased as a percentage of external
sales from 9 9% to 9 6% The increase 1n operating expenses was due to higher personnel costs, transportation expenses
and foreign currency transaction losses, partially offset by a 1 1% beneficial currency translation impact Adjusted
EBITDA of $125 3 millhion was $4 5 mullion, or 3 7%, lugher than 2011 despite a 1 2% negative currency 1mpact
Adjusted EBITDA margin decreased from 8 7% to 8 4% 1n 2012 as a result of the decrease in gross margin, partially
offsct by a decreasc in operating expenses relative to external sales

EMEA External sales in the EMEA segment decreased $154 6 mullion, or 6 3%, to $2,283 0 mullion 1n 2012 A
negative 6 2% impact from foreign currency translation was the primary dnver of this decrease as the Euro and British
pound weakened against the US dollar Changes in prnicing and product mix had a negative 3 6% impact due to a higher
mix of commodity type products, which have lower average selling prices, and due to falling prices on low demand under
current economic conditions Volumes increased 3 5% as gamns in commedities and the additional volumes from Eral-
Protek, which was acquired in March of 2011, offset the overall negative impact of the poor economic clitnate 1 the
region Gross profit decreased $32 6 mllion, or 7 0%, to $436 2 mullion, as a 5 8% negative currency 1mpact and a 4 6%
negative impact from changes in pricing, product costs and product mix offset the impact of hgher volumes Gross
margin decreased shightly from 19 2% 1n 2011 to 19 1% 1n 2012 Operating expenses decreased $11 9 million, or 3 1%, to
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$375 5 million 1n 2012, but increased as a percentage of external sales from 15 9% to 16 4% A 6 5% beneficial impact
from currency translation and a reduction 1n headcount, which resulted 1n lower personnel costs, offset increases in other
operating expenses, including higher bad debt and environmental expenses, and the impact of foreign currency transaction
gams i 2011 Adjusted EBITDA decreased by $20 7 million, or 25 4%, to $60 7 million m 2012 Currency had a
negative 2 9% impact on adjusted EBITDA Adjusted EBITDA margin decreased from 3 3% to 2 7% 1n 2012 as a result
of the increase 1n operating expenses relative to external sales and the decrease 1n gross margin

Rest of World External sales in the Rest of World segment increased $76 5 milhon, or 32 7%, to $310 5 million
mn 2012 Volumes were up 17 4% overall, as the additional volumes related to the August 2011 acquisition of Arinos in
Brazil Changes in pricing and product mix had a 21 6% positive impact on external sales due to the addition of the
Annos busimess Foreign currency translation had a negative 6 3% impact on external sales due to the strengtheming of the
US dollar Gross profit increased $10 3 million, or 26 5%, to $49 2 million, as the ncrease in volumes and a 16 6%
beneficial impact from pricing, product costs and product mix relating to the addition of the Annos business offset a
negative 7 7% currency 1mpact Gross margin decreased from 16 6% to 15 8% Operating expenses increased $22 1
million, or 87 4%, to $47 4 million, and increased as a percentage of external sales from 10 8% to 15 3% Ths increase
was pnmanly due to the addinon of the Annos business, as well as higher personnel costs, transportahon costs and
foreign currency translation losses These increases offset a 11 1% beneficial currency translatton impact Adjusted
EBITDA was $1 8 mullion n 2012, a decrease of $11 8 million, or 86 8%, from 2011 Adjusted EBITDA margmn
decreased from 5 8% to 0 6% due to the decrease in gross margin and the increase 1n operating expenses relative to
external sales
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