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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions (see General Instruction A.2. below):

o             Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o             Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o             Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o             Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
 

 

Item 8.01. Other Events.

On October 30, 2006, Huntsman International LLC, a wholly-owned subsidiary of Huntsman Corporation, issued a press release
announcing a private offering of senior subordinated notes. In accordance with Rule 135c under the Securities Act of 1933, as amended,
the press release is filed herewith as Exhibit 99.1. In connection with the offering, selected financial data of Huntsman International for
the three and nine months ended September 30, 2006 is filed herewith as Exhibit 99.2.

Item 9.01. Financial Statements and Exhibits.

(d)  Exhibits.

Exhibit 99.1 Press Release dated October 30, 2006
   
Exhibit 99.2 Selected financial data of Huntsman International LLC for the three and nine months ended September 30, 2006
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 

HUNTSMAN INTERNATIONAL LLC
  
  

By: /s/ Sean Douglas
Sean Douglas
Vice President and Treasurer

 

Dated:  October 30, 2006
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Exhibit 99.1

 

 

 

 

FOR IMMEDIATE RELEASE CONTACTS:
30 October 2006

Media:
Russ Stolle, tel: +1 281 719 6624

   
Investor Relations:
John Heskett, tel: +1 801 584 5768

 

HUNTSMAN TO ISSUE SENIOR SUBORDINATED NOTES

COMPANY TO USE NET PROCEEDS TO REDEEM MORE EXPENSIVE DEBT

The Woodlands, TX, October 30, 2006 — Huntsman International LLC, a wholly owned subsidiary of Huntsman Corporation
(NYSE:HUN), today announced its intention, subject to market and other conditions, to raise approximately $400 million US dollar
equivalents through a private offering of U.S. dollar and euro denominated senior subordinated notes. The offering will be made only to
qualified institutional buyers in accordance with Rule 144A under the Securities Act of 1933 and outside the United States in accordance
with Regulation S under the Securities Act. The company intends to use all of the net proceeds to redeem part of its outstanding 10 1/8%
senior subordinated notes due 2009, subject to completion of the offering.

This release is not an offer of securities.  The securities offered will not be registered under the Securities Act of 1933 and may not be
offered or sold in the United States absent registration or an applicable exemption from registration requirements.

Statements in this release that are not historical are forward-looking statements. These statements are based on management’s current
beliefs and expectations. The forward-looking statements in this release are subject to uncertainty and changes in circumstances and
involve risks and uncertainties that may affect the company’s operations, markets, products, services, prices and other factors as
discussed in the Huntsman companies’ filings with the Securities and Exchange Commission. Significant risks and uncertainties may
relate to, but are not limited to, financial, economic, competitive, environmental, political, legal, regulatory and technological factors.
Accordingly, there can be no assurance that the company’s expectations will be realized. The company assumes no obligation to provide
revisions to any forward-looking statements should circumstances change, except as otherwise required by securities and other
applicable laws.



Exhibit 99.2

 Three Months Ended  Nine Months Ended
Huntsman International  September 30,  September 30,

 2006  2005  2006  2005 
(In millions)

Revenues $ 2,686.0 $ 2,587.9 $ 8,087.7 $ 8,121.0
Cost of goods sold 2,307.8 2,179.4 6,881.1 6,757.7
          
Gross profit 378.2 408.5 1,206.6 1,363.3
Operating expenses 217.8 190.5 521.5 598.7
Restructuring, impairment and plant closing costs 3.5 66.6 20.0 91.6
          
Operating income 156.9 151.4 665.1 673.0
          
Interest expense, net (84.6) (102.7) (268.3) (339.5)
Loss on accounts receivable securitization program (4.0) (2.8) (10.8) (7.5)
Equity in income of unconsolidated affiliates 0.5 1.8 2.6 7.0
Loss on early extinguishment of debt (18.1) (45.3) (18.1) (121.3)
Other income (expense) 1.2 (2.2) 1.3 (3.3)
          
Income from continuing operations before income taxes and minority interest 51.9 0.2 371.8 208.4
          
Income tax expense 21.3 (12.0) (58.2) (42.9)
Minority interests in subsidiaries’ (income) loss (0.4) (1.6) (1.1) (1.5)
Income from continuing operations 72.8 (13.4) 312.5 164.0
          
(Loss) income from discontinued operations, net of tax (140.4) (14.5) (138.3) 30.7
Extraordinary gain on the acquisition of a business, net of tax of nil(2) 8.9 — 55.0 —
Cumulative effect of change in accounting principle, net of tax of $1.5 — — — 4.2
Net (loss) income (58.7) (27.9) 229.2 198.9
          
Interest expense, net 84.6 102.7 268.3 339.5
Income tax (benefit) expense from continuing operations (21.3) 12.0 58.2 42.9
Income tax expense (benefit) from discontinued and cumulative effect of change in

accounting principle 11.3 (5.8) 10.6 33.4
Depreciation and amortization 112.0 116.7 332.9 352.8

EBITDA (3) $ 127.9 $ 197.7 $ 899.2 $ 967.5

Notes:

(1)             On September 27, 2006, we entered into a Sale and Purchase Agreement with SABIC (UK) Petrochemicals Holdings Limited to sell
all of the outstanding equity interests of Huntsman Petrochemicals (UK) Limited for an aggregate purchase price of $700 million in
cash plus the assumption by the purchaser of approximately $126 million in unfunded pension liabilities. Therefore, beginning on
September 30, 2006, the results of operations of our European base chemicals and polymers business have been classified as
discontinued operations in our financial statements in accordance with SFAS No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets.

(2)             On June 30, 2006, we acquired the global textile effects business of Ciba Specialty Chemicals Inc.  Because the fair value of acquired
current assets less liabilities assumed exceeded the acquisition price and planned restructuring costs the excess was recorded as an
extraordinary gain on the acquisition of a business.  The extraordinary gain recorded for the nine months ended September 30, 2006
was $55.0 million of which taxes were not applicable because the gain was recorded in purchase accounting.

(3)             EBITDA is defined as net income (loss) before interest, income taxes, depreciation and amortization. We believe that EBITDA
enhances an investor’s understanding of our financial performance and our ability to satisfy principal and interest obligations with
respect to our indebtedness. However, EBITDA should not be considered in isolation or viewed as a substitute for net income, cash
flow from operations or other measures of performance as defined by GAAP. Moreover, EBITDA as used herein is not necessarily
comparable to other similarly titled measures of other companies due to potential inconsistencies in the method of calculation. Our
management uses EBITDA to assess financial performance and debt service capabilities. In assessing financial performance, our
management reviews EBITDA as a general indicator of economic performance compared to prior periods. Because EBITDA excludes
interest, income taxes, depreciation and amortization, EBITDA provides an indicator of general economic performance that is not
affected by debt restructurings, fluctuations in interest rates or effective

 

                           tax rates, or levels of depreciation and amortization. Accordingly, our management believes this type of measurement is useful for
comparing general operating performance from period to period and making certain related management decisions. EBITDA is also
used by securities analysts, lenders and others in their evaluation of different companies because it excludes certain items that can vary
widely across different industries or among companies within the same industry. For example, interest expense can be highly

(1)  (1) (1) (1)



dependent on a company’s capital structure, debt levels and credit ratings. Therefore, the impact of interest expense on earnings can
vary significantly among companies. In addition, the tax positions of companies can vary because of their differing abilities to take
advantage of tax benefits and because of the tax policies of the various jurisdictions in which they operate. As a result, effective tax
rates and tax expense can vary considerably among companies. Finally, companies employ productive assets of different ages and
utilize different methods of acquiring and depreciating such assets. This can result in considerable variability in the relative costs of
productive assets and the depreciation and amortization expense among companies. Our management also believes that our investors
use EBITDA as a measure of our ability to service indebtedness as well as to fund capital expenditures and working capital
requirements. Nevertheless, our management recognizes that there are material limitations associated with the use of EBITDA in the
evaluation of our Company as compared to net income, which reflects overall financial performance, including the effects of interest,
income taxes, depreciation and amortization. EBITDA excludes interest expense. Because we have borrowed money in order to
finance our operations, interest expense is a necessary element of our costs and ability to generate revenue. Therefore, any measure
that excludes interest expense has material limitations. EBITDA also excludes taxes. Because the payment of taxes is a necessary
element of our operations, any measure that excludes tax expense has material limitations. Finally, EBITDA excludes depreciation and
amortization expense. Because we use capital assets, depreciation and amortization expense is a necessary element of our costs and
ability to generate revenue. Therefore, any measure that excludes depreciation and amortization expense has material limitations. Our
management compensates for the limitations of using EBITDA by using it to supplement GAAP results to provide a more complete
understanding of the factors and trends affecting the business than GAAP results alone. Our management also uses other metrics to
evaluate capital structure, tax planning and capital investment decisions. For example, our management uses credit ratings and net
debt ratios to evaluate capital structure, effective tax rate by jurisdiction to evaluate tax planning, and payback period and internal rate
of return to evaluate capital investments. Our management also uses trade working capital to evaluate its investment in accounts
receivable and inventory, net of accounts payable.

                           We believe that net income (loss) is the performance measure calculated and presented in accordance with GAAP that is most
directly comparable to EBITDA.

The following table sets forth certain items of (expense) income included in EBITDA (dollars in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2006 2005 2006 2005

Loss on early extinguishment of debt $ (18.1) $ (45.2) $ (18.1) $ (121.2)
Loss on accounts receivable securitization program (4.0) (2.8) (10.8) (7.5)
Loss on discontinued operations (113.4) (5.6) (82.2) 107.4
Cumulative effect of change in accounting principle — — — 5.7
Gain on sale of business/assets 0.8 — 93.2 —
Recoveries of property losses — — 8.8 —
Extraordinary gain on the acquisition of business 9.0 — 55.1 —
          
Restructuring, impairment and plant closing (costs)

credits:
Polyurethanes — (0.9) 2.2 (5.0)
Materials and Effects (1.4) — (3.4) 0.6
Performance Products (1.1) (5.3) (0.7) (6.6)
Pigments 0.2 (9.6) (2.4) (26.9)
Polymers (0.7) (48.4) (5.0) (51.3)
Base Chemicals - Port Arthur outage — — (9.4) —
Base Chemicals - other (0.3) (2.4) (1.1) (2.4)
Corporate and other (0.2) — (0.2) —

Total restructuring, impairment and plant closing
costs

(3.5) (66.6) (20.0) (91.6)

Total $ (129.2) $ (120.2) $ 26.0 $ (107.2)
 

 

Segment Analysis

The following tables set forth revenues and EBITDA for each of our operating segments (dollars in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2006 2005 2006 2005

Revenues:
Polyurethanes $ 885.4 $ 835.3 $ 2,619.6 $ 2,609.9
Materials and Effects 551.1 289.5 1,179.0 911.5
Performance Products 468.6 462.4 1,479.0 1,517.4
Pigments 278.3 256.6 813.1 787.5
Polymers 456.5 427.5 1,349.7 1,249.3
Base Chemicals 150.7 458.8 1,062.4 1,478.9
Eliminations (104.6) (142.2) (415.1) (433.5)

Total $ 2,686.0 $ 2,587.9 $ 8,087.7 $ 8,121.0



 

 Three Months Ended September 30, Nine Months Ended September 30,
 2006 2005 2006 2005

Segment EBITDA:
Polyurethanes $ 134.9 $ 193.7 $ 474.6 $ 535.0
Materials and Effects 45.5 41.3 114.3 135.5
Performance Products 35.7 25.5 155.0 158.0
Pigments 26.3 22.6 91.4 86.5
Polymers 32.1 (5.8) 99.0 71.6
Base Chemicals (114.9) 8.9 47.1 252.0
Corporate and other (31.7) (88.5) (82.2) (271.1)

Total $ 127.9 $ 197.7 $ 899.2 $ 967.5
 

MDI sales volumes increased as a result of continued strong demand in all geographic markets, particularly in Asia, partially offset by
a decrease in MDI average selling prices due to new industry capacity.  The decrease in EBITDA in the Polyurethanes segment was
primarily the result of lower MTBE margins and lower margins due to higher raw material costs. MTBE selling prices decreased
sharply due to changes in U.S. legislation and reduced U.S. demand.
 
Stronger demand in our coatings, construction and adhesives business unit and in our power and electronics business unit led to an
increase in advanced materials sales volume, while the acquisition of textile effects business on June 30, 2006, also resulted in higher
volumes. The increase in EBITDA in the Materials and Effects segment was primarily due to the acquisition of the textile effects
business on June 30, 2006.  The textile effects business contributed $6.8 million in EBITDA for the three months ended September
30, 2006, while the advanced materials business EBITDA decreased $2.6 million compared to the same period in 2005.  The decrease
in EBITDA in the advanced materials business was primarily due to higher SG&A and other business support costs.
 
Performance Products average selling prices increased in response to higher raw material and energy costs and strong market
conditions for our performance specialties products.  Sales volumes decreased primarily due to reduced sales of ethylene glycols and
certain surfactants.  The increase in EBITDA in the Performance Products segment was primarily due to an accrual for the expected
receipt of $6.0 million in the 2006 period of insurance proceeds related to property damage incurred as a result of the U.S. Gulf Coast
storms of 2005, and lower restructuring expenses.
 
Pigments segment average selling prices increased primarily in Europe and the Asia Pacific regions due to stronger demand and higher
industry utilization rates.  Sales volumes increased primarily due to stronger demand in Europe.  The increase in EBITDA in the
Pigments segment was primarily the result of a decrease in restructuring, impairment and plant closing costs, partially offset by higher
raw material and manufacturing costs.
 
Polymers segment average selling prices increased in response to higher raw material and energy costs.  Sales volumes decreased
primarily due to reduced customer demand for polyethylene and polypropylene.  The increase in EBITDA in the Polymers segment
was primarily the result of a decrease in restructuring, impairment and plant closing costs.  In addition, margins were lower in
polypropylene and expandable polystyrene as raw material price increases outpaced increases in average selling prices.
 
Base Chemicals segment volumes decreased due to lower sales volumes resulting from the outage at our Port Arthur, Texas olefins
manufacturing facility and the divestiture of certain of our U.S. butadiene and MTBE business assets.  The decrease in EBITDA in the
Base Chemicals segment was primarily the result of the $161.2 million asset impairment recorded in discontinued operations related
to the pending sale of our European Base Chemicals and Polymers business and an estimated $66 million net negative impact due to
business interruption related to the outage at the Port Arthur, Texas olefins facility.
 
Corporate and other items include unallocated corporate overhead, loss on the sale of accounts receivable, unallocated foreign
exchange gains and losses, losses on the early extinguishment of debt, other non-operating income and expense, minority interest,
unallocated restructuring and reorganization costs, extraordinary gain on the acquisition of a business, and the cumulative effect of
change in accounting principle.  In the third quarter of 2006, the total of these items improved. The improvement primarily resulted
from a decrease in expenses related to the loss on early extinguishment of debt, an increase in unallocated foreign currency gains and
an extraordinary gain related to the acquisition of our textile effects business.

 


