ABRIDGED PROSPECT

INFORMATION IN THIS DOCUMENT STILL MAY BE COMPLETED AND/OR REVISED. THIS SECURITIES REGISTRATION STATEMENT HAS BEEN DELIVERED TO THE
FINANCIAL SERVICES AUTHORITY (“FSA”) HOWEVER IT HAS NOT OBTAIN ANY EFFECTIVE STATEMENT FROM FSA. THIS INFORMATION MAY ONLY BE USED IN
RELATION WITH THE INITIAL OFFERING TO THESE SECURITIES. THESE SECURITIES CAN NOT BE SOLD PRIOR TO THE REGISTRATION STATEMENT WHICH HAS
BEEN DELIVERED TO FSA BECOME EFFECTIVE. ANY PURCHASE ORDER OF THESE SECURITIES MAY ONLY BE IMPLEMENTED AFTER THE POTENTIAL BUYER OR
PURCHASER RECEIVED OR HAVING THE OPPORTUNITY TO READ THE PROSPECTUS.

THE FINANCIAL SERVICES AUTHORITY (“FSA”) NEITHER GIVES ITS APPROVAL OR DISAPPROVAL ON THE SECURITIES, NOR DOES THE FSA CONFIRM THE
ACCURACY OR COMPLETENESS OF THE CONTENT OF THE PROSPECTUS. ANY STATEMENT IN CONTRARY TO THE ABOVE SHALL CONSTITUTE AN UNLAWFUL
ACT.

THE PROSPECTUS IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION SHOULD THERE BE ANY DOUBT CONCERNING THE PROPER ACTIONS TO BE
TAKEN, IT IS ADVISED TO CONSULT WITH THE COMPETENT PARTIES .

PT CHANDRA ASRI PETROCHEMICAL TBK (THE “COMPANY”) IS FULLY RESPONSIBLE FOR THE ACCURACY OF ALL INFORMATION, FACTS, DATA, OR REPORTS
AND THE TRUTHFULLNES OPINIONS PRESENTED IN THE PROSPECTUS.

Chandra Asrt

Petrochemucal
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PT CHANDRA ASRI PETROCHEMICAL TBK.

Main Business Activity:
Petrochemical

Domiciled in West Jakarta, Indonesia

Head Office:
Wisma Barito Pacific Tower A, Lantai 7
JI. Letjen. S. Parman Kav. 62-63, Jakarta, Indonesia 11410
Telephone : (62-21) 530 7950
Facsimile : (62-21) 530 8930
Email: investor-relations@capcx.com

Website : http://www.chandra-asri.com

LIMITED PUBLIC OFFERING Il IN RELATION TO CAPITAL INCREASE WITH PRE-EMPTIVE RIGHTS (“LIMITED PUBLIC OFFERING II”) TO THE
COMPANY'S SHAREHOLDERS

The Company shall offer a maximum of 279,741,494 (two hundred and seventy nine million seven hundred forty one thousand four hundred ninety four) New Shares with par value
of Rp1,000 (one thousand Rupiah) per share ( Right Shares” .)Each holder of 47 (forty seven) Old Shares whose name is registered in the Company's Shareholder Register on 31
July 2017, at 16.00 Western Indonesian Time shall be entitled to maximum of 4 (four) Pre-emptive Rights, whereas each 1 (one) Pre-emptive Rights shall provide the holder with the
right to purchase 1 (one) New Share at the Exercise Price between Rp18,000 (eighteen thousand Rupiah) — Rp22,000 (twenty two thousand Rupiah), which shall be paid in full upon
submission of the subscription exercise of Pre-emptive Rights. The estimated proceeds to be obtained by the Company in this Limited Public Offering Il shall be the maximum of Rp.
6,154,312,868,000 (Six trillion one hundred and fifty four billion three hundred and twelve million eight hundred and sixty eight thousand Rupiah). The Limited Public Offering Il is
conducted by the Company in compliance with listing requirement, whereby the amount of shares owned by non-controlling shareholders and non-principal shareholders shall be at

least 50,000,000 (fifty million) shares and at least 7.5% (seven point five percent) of paid-in capital, based on Indonesia Stock Exc hange ( “ 1 DX") Re-4 pointavtli on Rul e
concerning The Listing of Shares and Non-Share Equity Securities Issued by Listed Companies.

The number of shares offered in this Limited Public Offering Il shall be the maximum number of shares to be issued from portfolio and will be listed on the Indonesia Stock Exchange,

with due considerations to the prevailing laws and regulations. New Shares from the Pre-emptive Rights exercise s h a | | have equal and similar rights in

other issued and paid-up shares, including the right to receive dividend. Any fraction of Pre-emptive Rights shall be rounded down. Pursuant to the provisions of the FSA Regulation
No. 32/POJK.04/2015 dated December 22, 2015, concerning Additional Capital of Public Companies with Pre-emptive Ri g h ES&R o' 32/2015" ,)in the event the shareholders
own Pre-emptive Rights in the form of a fraction, the rights over such fraction of securities must be sold by the Company, and the proceeds of such sales shall be deposited to the
Company's account.

PT Barito Pacific Thk, Marigold Resources Pte Ltd, and Prajogo Pangestu will not exercise their Pre-emptive Rights in Limited Public Offering Il amounted a maximum of
183.246.432 (one hundred and eighty three million two hundred and forty six thousand four hundred and thirty two) Pre-emptive Rights, in which the Pre-emptive Rights shall be sold
to [.], and will be converted into New Shares by [.]. Furthermore, the New Shares wil be offered to domestic and international investors through a limited offering. This limited offering
is conducted in compliance with listing requirement, whereby the amount of shares owned by public shall be at least 7.5% (seven point five percent) of th e = C o mptatal issued
and paid-in capital.

In addition, the Co mp a ny ' principal shareholder, namely SCG Chemicals, intends to exercise all of its rights to fully subscribe, in accordance with its current portion of shares
ownership (proportionally) in the Company, in this Limited Public Offering Il amounted 85.517.103 (eighty five million five hundred and seventeen thousand one hundred and three)
New Shares.

In the event that the New Shares offered in this Limited Public Offering Il are not entirely subscribed by the holders of the Pre-emptive Rights, the remaining shall be allocated to
other Pre-emptive Rights holders whose subscriptions exceed their respective rights as stated in the Pre-emptive Rights Certificate or the Additional Share Subscription
proportionally based on the exercised rights.

The Pre-emptive Rights exercise price in the amount of Rp18,000 (eighteen thousand Rupiah) — Rp22,000 (twenty two thousand Rupiah) as determined by the Board of Directors of
the Company and Standby Buyer reflect ® % discount to the TERP (whereby the TERP will be in the amount of R p es of the price fixing date). TERP refers to Theoretical Ex-rights
Price, calculated by summingthe Company’'s shares mar kimited PudigpOfferiag lliazdaytoss praceep framdhe Liited Public Offering II, altogether will be
divided by number of shares (excluding treasury shares) subsequent to the Limited Public Offering II.

THIS LIMITED PUBLIC OFFERING Il SHALL BECOME EFFECTIVE UPON APPROVAL OF THE COMPANY’S ANNUAL GENERAL MEETING OF SHAREHOLDERS, WHICH
CONVENED ON MAY 2"° 2017, AND UPON RECEIPT OF EFFECTIVE STATEMENT FROM THE FSA ISSUED ON JULY 19, 2017.

THE PRE-EMPTIVE RIGHTS SHALL BE LISTED ON PT BURSA EFEK INDONESIA (“IDX”) THE PRE-EMPTIVE RIGHTS SHALL BE TRADABLE EITHER ON OR OUTSIDE
OF THE IDX FOR A PERIOD OF NO LESS THAN 5 (FIVE) BUSINESS DAYS FROM AUGUST 2, 2017 UP TO AUGUST 8, 2017. NEW SHARES RESULTING FROM THE PRE-
EMPTIVE RIGHTS SHALL BE REGISTERED ON THE IDX ON AUGUST, 2 2017. THE LAST PRE-EMPTIVE RIGHTS EXERCISE DATE SHALL BE AUGUST 8, 2017
THEREFORE PRE-EMPTIVE RIGHTS THAT ARE NOT EXERCISED UP TO SUCH DATE SHALL BE NO LONGER VALID.

IMPORTANT INFORMATION TO SHAREHOLDERS
EXISTING SHAREHOLDERS WHO DO NOT EXERCISE THEIR RIGHTS TO SUBSCRIBE THE NEW SHARES OFFERED IN THIS LIMITED PUBLIC OFFERING Il IN
ACCORDANCE WITH THEIR RESPECTIVE PRE-EMPTIVE RIGHTS SHALL EXPERIENCE DILUTION IN THEIR SHARE OWNERSHIP PERCENTAGE UP TO A MAXIMUM
AMOUNT OF 5.5% (FIVE POINT FIVE PERCENT).

THE MAIN RISK FACED BY THE COMPANY IS THE CYCLICALITY OF PETROCHEMICAL INDUSTRY THAT MAY HAVE MATERIALLY AND ADVERSELY AFFECTS
COMPANY’S PROFITABILITY. OTHER RISK THAT MAY BE FACED BY INVESTORS IS RISK RELATED TO THE TRADING PRICE AND ILLIQUIDITY OF THE SHARES.
FURTHER DESCRIPTION ON THE BUSINESS RISKS ARE PRESENTED IN CHAPTER VI OF THE PROSPECTUS.

THE COMPANY SHALL NOT ISSUE A COLLECTIVE SHARE CERTIFICATE IN THIS LIMITED PUBLIC OFFERING Il, HOWEVER, THE SHARES SHALL BE
ELECTRONICALLY DISTRIBUTED AND ADMINISTERED IN THE COLLECTIVE DEPOSITORY OF PT KUSTODIAN SENTRAL EFEK INDONESIA.

STANDBY BUYER

Will be determined later
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INDICATIVE SCHEDULE

Date of Annual General Meeting of Shareholders (GMS) 2 May 2017
Date of Pre-emptive Rights Effective Statement 19 July 2017
Last Recording Date to obtain Pre-emptive Rights 31 July 2017
Last Trading Date of Shares with Pre-emptive Rights (Cum-Right)

- Regular Market and Negotiated Market 26 July 2017
- Cash Market 31 July 2017
First Trading Date of Share without Pre-emptive Rights (Ex-Right)

- Regular Market and Negotiated Market 27 July 2017
- Cash Market 1 August 2017
Distribution of Pre-emptive Rights Certificate 1 August 2017
Listing Date on the Indonesia Stock Exchange 2 August 2017
Pre-emptive Rights Trading Period 2-8 August 2017
Pre-emptive Rights Registration, Payment and Exercise Period 2-8 August 2017
Period of Delivery of Rights Shares 4-10 August 2017
Last Payment Date for Additional Share Subscriptions 10 August 2017
Allotment Date 11 August 2017
Subscription Fund Refund Date 15 August 2017
Date on Standby Buyers Payment 16 August 2017

The Company has submitted the Registration Statement in connection with the Limited Public Offering Il with respect to
the issuance of Pre-emptive Rights to the FSA in its letter No. 002/LGL/CAP/V/2017 dated May 24, 2017 in accordance
with the requirements set forth in FSAR No. 32/2015 and FSA Regulation No. 33/POJK.04/2015 dated December 22,
2015, concerning the Form and Content of Prospectus in Connection with Capital Increase of Public Companies with

Prece mpt i ve FSAR Nad.83/2015" ) , which are the implementing regulatio

Indonesia No. 8 of 1995 dated 10 November 1995 concerning the Capital Markets, as contained in State Gazette of the
Republic of Indonesia No. 64 of 1995, Supplement No. 3608 (hereinafter referred to as “Capital Market Law” ) and
implementing regulations thereof.

The Company and all Capital Market Supporting Institutions and Professionals referred to in the Prospectus with regards
to the Limited Public Offering Il shall be fully responsible for the data presented in accordance with their functions and
positions, in accordance with the provisions of the laws and regulations in the Capital Markets as well as their respective
code of ethics, norms and professional standards.

With respect to this Limited Public Offering Il, any affiliated parties are prohibited from providing any information or
issuing any statements whatsoever concerning data or matters that are not disclosed in the Prospectus without the
Company's prior written approval.

The Capital Market Supporting Institutions and Professionals in this Limited Public Offering Il are not affiliated to the
Company, whether directly or indirectly, within the meaning defined in the Capital Market Law.

If the shares offered in the Rights Issue Il are not entirely subscribed by the shareholders or the holders of Rights
evidence, then the remaining shares shall be allocated to the other Rights holders who have applied to subscribe shares
for more than their entittement proportionately based on the amount of Rights exercised by each shareholder who
applied for increase of securities based on Exercise Price. The shares resulting from Rights Issue Il have the same and
equal rights in all respects including rights on dividend similar with other fully paid up shares.

Pursuant to the provisions of FSAR No. 32/2015, in the event that shareholders own Pre-emptive Rights in the form of a
fraction, the rights over such fraction of securities must be sold by the Company, and the proceeds of such sales shall be
deposited to the Company's account.

Any change or addition of information concerning Limited Public Offering Il will be announced no later than 2 (two)
Business Days since the effective of Registration Statement.

THIS RIGHTS ISSUE Il IS NOT REGISTERED UNDER THE LAWS/REGULATIONS OF ANY STATE OTHER THAN
THOSE APPLICABLE IN THE REPUBLIC OF INDONESIA. IF THERE IS ANY PERSON OUTSIDE OF INDONESIA
WHO RECEIVES THE PROSPECTUS OR RIGHTS CERTIFICATE, OR OTHER DOCUMENTS IN RELATION TO
RIGHTS ISSUE Il, THEN THOSE DOCUMENTS ARE NOT INTENDED AS OFFERING DOCUMENTS TO PURCHASE
THE REGISTERED ORDINARY SHARES RESULTING FROM EXERCISE OF RIGHTS, UNLESS IF SUCH OFFER,
PURCHASE OR EXERCISE OF RIGHTS IS NOT IN CONTRARY OR IN VIOLATION TO THE LAWS AND
REGULATIONS APPLICABLE IN SUCH STATE. IN THE EVENT THERE IS A SHAREHOLDER WHO IS NOT AN
INDONESIAN CITIZEN WHO, PURSUANT TO THE LAWS AND REGULATIONS IN HIS/HER STATE, IS
PROHIBITED TO EXERCISE RIGHTS, THEN THE COMPANY OR THE PARTY APPOINTED BY THE COMPANY
HAS THE RIGHT TO REFUSE THE APPLICATION TO EXERCISE SHARES PURCHASE THROUGH HIS/HER
RIGHTS.
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THE PROSPECTUS SHALL ONLY BE DISTRIBUTED IN INDONESIA BASED ON THE PREVAILING LAWS AND/OR
REGULATIONS IN INDONESIA. NO PART OF THIS DOCUMENT SHALL BE DEEMED AS A SECURITIES
OFFERING TO SELL IN THE JURISIDICTION PROHIBITING SUCH OFFERING. ANY PARTY OUTSIDE THE
JURISDICTION OF THE REPUBLIC OF INDONESIA SHALL BE FULLY RESPONSIBLE TO COMPLY WITH THE
PREVAILING REGULATIONS IN SUCH COUNTRY.

THE COMPANY HAS DISCLOSED ALL INFORMATION THAT IS REQUIRED TO BE KNOWN TO PUBLIC AND
THERE IS NO OTHER INFORMATION THAT HAVE NOT BEEN DISCLOSED WHICH MAY OTHERWISE MISLEAD
THE PUBLIC.

CAPITAL INCREASE WITH PRE-EMPTIVE RIGHTS

LIMITED PUBLIC OFFERING Il

Offering Type : Pre-emptive Rights

No. of Shares : 279.741.494 (two hundred and seventy nine million seven hundred forty one thousand
four hundred ninety four)

Par Value : Rp1,000 (one thousand Rupiah)

Exercise Price : Rp18,000 (Eighteen thousand Rupiah) — Rp22,000 (Twenty and two thousand Rupiah)

Limited Public Offering Maximum Rp6.154.312.868.000 (Six trillion one hundred and fifty four billion three

I Nominal Value hundred and twelve million eight hundred and sixty eight thousand Rupiah)

Conversion Ratio : Each holder of 47 (forty seven) Old Shares whose name is registered in the

Company's Shareholder Register on 31 July 2017, at 16.00 Western Indonesian Time
shall be entitled to maximum of 4 (four) Pre-emptive Rights, whereas each 1 (one)
Pre-emptive Right shall provide the holder with the right to purchase Rp18,000
(Eighteen thousand Rupiah) — Rp22,000 (Twenty and two thousand Rupiah New
Share at the Exercise Price which shall be paid in full upon submission of the
Subscription exercise of Premptive Rights

Dillution of Ownership : 5.5% (five point five percent)
Listing : I ndonesia Stock Exchange (“1DX")
The Company’'s <capital structure and shar eh othedRrospectus anassi t i on
follows:
Description Nominal Value Rp1,000 per Shares (%)
Number of Shares Total Nominal Value (Rp)
Authorized Capital 12,264,785,664 12,264,785,664,000
Issued and Fully Paid-up Capital
PT Barito Pacific Tbk 1,480,383,520 1,480,383,520,000 45.04
SCG Chemicals Company Limited 1,004,825,959 1,004,825,959,000 30.57
Prajogo Pangestu 503,399,869 503,399,869,000 15.32
Marigold Resources Pte. Ltd. 169,362,186 169,362,186,000 5.15
Masyarakat (masing-masing dibawah 5%)* 128,991,024 128,991,024,000 3.92
Total Issued and Fully Paid-up Capital 3,286,962,558 3,286,962,558,000
Shares in Portfolio 8,977,823,106 8,977,823,106,000 100.00

*498,670,213 of PT Barito Pacific Tbk shares is being pledged to Bangkok Bank Public Company Limited pursuant to
Shares Pledge Agreement as stipulated in the Deed No. 36 dated 24 March 2017, drawn up before Drs. Soebiantoro,
S.H., Notary in Jakarta

In the event that all/l Company’ s s {eraptie Rightsdnehis dimiteck Rublic Offering t he i r
I, the Company’ s pr of orsheaeholder pompoaition sulisequeat ttouthre d.imitech Rublic Offering I
shall be as follows

Description Nominal Value Rp1,000 per Shares (%)
Number of Shares Total Nominal Value (Rp)
Authorized Capital 12,264,785,664 12,264,785,664,000
Issued and Fully Paid-up Capital
PT Barito Pacific Thk* 1,606,373,607 1,606,373,607,000 45.04
SCG Chemicals Company Limited 1,090,343,061 1,090,343,061,000 30.57
Prajogo Pangestu 546,242,410 546,242,410,000 15.32
Marigold Resources Pte. Ltd. 183,775,990 183,775,990,000 5.15
Public* (each less than 5% ownership) 139,968,983 139,968,983,000 3.92
Total Issued and Fully Paid-up Capital 3,566,704,051 3,566,704,051,000 100,00
Shares in Portfolio 8,698,081,613 8,698,081,613,000

*498,670,213 of PT Barito Pacific Tbk shares is being pledged to Bangkok Bank Public Company Limited pursuant to
Shares Pledge Agreement as stipulated in the Deed No. 36 dated 24 March 2017, drawn up before Drs. Soebiantoro,
S.H., Notary in Jakarta



Inthe eventthatone of t he Co mp anSCG,sandghe puble Bharehdlders £xercise their respective Pre-
emptive Rights in this Limited Public Offeringll, t he Company’'s proforma capital struct
subsequent to the Limited Public Offering Il shall be as follows:

Description Nominal Value Rp1,000 per Shares (%)
Number of Shares Total Nominal Value (Rp)
Authorized Capital 12.264.785.664 12.264.785.664.000
Issued and Fully Paid-up Capital
PT Barito Pacific Thk* 1,480,383,520 1,480,383,520,000 41.51
SCG Chemicals Company Limited 1,090,343,061 1,090,343,061,000 30.57
Prajogo Pangestu 503,399,869 503,399,869,000 14.11
Marigold Resources Pte. Ltd. 169,362,186 169,362,186,000 4.75
Public* (each less than 5% ownership) 323,215,415 323,215,415,000 9.06
Total Issued and Fully Paid-up Capital 3,566,704,051 3,566,704,051,000 100,00
Shares in Portfolio 8,698,081,613 8,698,081,613,000

*498,670,213 of PT Barito Pacific Tbk shares is being pledged to Bangkok Bank Public Company Limited pursuant to
Shares Pledge Agreement as stipulated in the Deed No. 36 dated 24 March 2017, drawn up before Drs. Soebiantoro,
S.H., Notary in Jakarta

In the event that SCG exercise their respective Pre-emptive Rights in this Rights Issue, and the remaining New Shares
from the Rights Issuet hat are not exercised by the Public Sharehol ders,
Shareholder composition subsequent to the Rights Issue shall be as follows:

Description Nominal Value Rp1,000 per Shares (%)
Number of Shares Total Nominal Value (Rp)
Authorized Capital 12.264.785.664 12.264.785.664.000
Issued and Fully Paid-up Capital
PT Barito Pacific Thk* 1,480,383,520 1,480,383,520,000 4151
SCG Chemicals Company Limited 1,090,343,061 1,090,343,061,000 30.57
Prajogo Pangestu 503,399,869 503,399,869,000 14.11
Marigold Resources Pte. Ltd. 169,362,186 169,362,186,000 4.75
Public* (each less than 5% ownership) 128,991,024 128,991,024,000 3.62
New Shareholders 194,224,391 194,224,391,000 5.45
Total Issued and Fully Paid-up Capital 3,566,704,051 3,566,704,051,000 100%
Shares in Portfolio 8,698,081,613 8,698,081,613,000

*498,670,213 of PT Barito Pacific Tbk shares is being pledged to Bangkok Bank Public Company Limited pursuant to
Shares Pledge Agreement as stipulated in the Deed No. 36 dated 24 March 2017, drawn up before Drs. Soebiantoro,
S.H., Notary in Jakarta

WITHIN 12 (TWELVE) MONTHS AFTER THE REGISTRATION OF THE LIMITED PUBLIC OFFERING || BECOME
EFFECTIVE, THE COMPANY SHALL NOT ISSUE OR REGISTER NEW SHARES OR ANY OTHER SECURITIES
THAT CAN BE CONVERTED TO SHARES OUTSIDE THE SHARES OFFERED IN THIS LIMITED PUBLIC OFFERING
Il.

ANY FRACTION OF PRE-EMPTIVE RIGHTS SHALL BE ROUNDED DOWN, PURSUANT TO THE PROVISIONS
UNDER FSAR NO. 32/2015, IN THE EVENT THE SHAREHOLDERS OWN PRE-EMPTIVE RIGHTS IN THE FORM OF
A FRACTION, THE RIGHTS OVER SUCH FRACTION OF SECURITIES MUST BE SOLD BY THE COMPANY, AND
THE PROCEEDS OF SUCH SALES SHALL BE DEPOSITED TO THE COMPANY'S ACCOUNT.

USE OF PROCEEDS

The Company intends to use all net proceeds from this Limited Public Offering I, after deducting selling and underwriting
fees and commissions and other estimated expenses related to the Limited Public Offering Il to fund capital expenditures
related to increasingt h e C o mpradacyion sapacity and/or product diversification and for other capital expenditures
to further increase the scale of business. If the proceeds is less than the intended proceeds, the Company will obtain
loans from third party and use internal cash to fund the necessary capital expenditure.

Pending the use of the net proceeds in the manner described above, the Company may use the net proceeds by placing
the funds in deposits with banks and financial institutions or invest the funds in money market instruments, as the
C o mp a rBygardof Directors may deem appropriate.

INDEBTEDNESS

As of March 31, 2017, the Company and its Subsidiaries reported liabilities of US$ 939,676 thousand. This amount is

consistent to Company consolidated financial statement for the three months ended March 31, 2017, that has been

audited by Satrio Bing Eny & Rekan (member firm of Deloitte Touche Tohmatsu Limited), independent accountants, with

unqualified opinioni n al | materi al aspects, C o mp asition, fimancil performance artds i di ar |
cash flows in accordance with Indonesian accounting principles and reporting practices.



Company’' s | iabil it 2@l aremasfollovi: Mar ch 31,

(US$ thousand)
DESCRIPTION AMOUNT
CURRENT LIABILITIES
Trade accounts payable
Related party 5,147
Third parties 313,679
Other accounts payable 127
Taxes payable 51,080
Accrued expenses 4,100
Customer advances 4,373
Current maturities of long-term bank loans 69,475
Total Current Liabilities 447,981
NON CURRENT LIABILITIES
Deferred tax liabilities — net 142,925
Long-term liabilities - net of current maturities 278,369
Bonds payable 36,650
Post-employment benefits obligation 31,565
Decommissioning cost 2,186
Total Noncurrent Liabilities 491,695
TOTAL LIABILITIES 939,676

SUMMARY OF IMPORTANT FINANCIAL INFORMATION

The following summary of important financial information and other data for the periods indicated should be read in
conjunction with the section of this document entitled "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and consolidated financial statements, accompanying notes and the related auditors' report for
the years ended December 31, 2014, 2015, 2016, and for the three months ended March 31, 2017, included elsewhere
in the prospectus. Results for the interim period are not necessarily indicative of results for the full year.

The following financi al information is based on Company’ s ¢
March 31, 2017 and 2016, and for the years ended December 31, 2016, 2015, and 2014, included elsewhere in the
Prospectus.

Company’'s <consolidated financi al st at e m20a7t andf for rthe yehreendédhr e e m
December 31, 2016 has been audited by Satrio Bing Eny & Rekan (member firm of Deloitte Touche Tohmatsu Limited),

independent accountant s wi t h unqualified opinion in all material aspec
financial performance and cash flows in accordance with Indonesian accounting principles and reporting practices with

emphasized pharagraph on restatement of Company’ s financi al st at eaoendance fwithr t he

Indonesian accounting principles and reporting practices.

Company’'s <consolidated statements of profit or |l oss and ot
March 31, 2016 have been reviewed by Satrio Bing Eny & Rekan, a member firm of Deloitte Touche Tohmatsu Limited,

who have stated that none within their concern makes them believe that the consolidated financial information of

March 31, 2016 was not presented fairly, in all material respects.

Period Public Accountant Partner
March 31, 2017 Public Accountant Satrio Bing Eny & Rekan Bing Harianto, SE
March 31, 2016 Public Accountant Satrio Bing Eny & Rekan Bing Harianto, SE

December 31, 2016 Public Accountant Satrio Bing Eny & Rekan Bing Harianto, SE
December 31, 2015 Public Accountant Osman Bing Satrio & Eny Alvin Ismanto
December 31, 2014 Public Accountant Osman Bing Satrio & Eny Tenly Widjaja




CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(US$ thousand)

March 31 December 31

DESCRIPTION 2017 2016 2015 2014
ASSET
CURRENT ASSETS
Cash and cash equivalents 277,963 298,763 96,835 207,939
Restricted cash in banks 11,893 10,398 12,764 14,250
Other financial assets 1,877 - -
Trade accounts receivable

Related party 13,646 1,663 - 13,472

Third parties — net 194,900 135,685 46,496 86,537
Other accounts receivable 5,111 3,141 3,783 8,319
Inventories - net 204,405 199,508 178,400 218,387
Prepaid taxes 25,275 23,676 66,302 98,002
Advances and prepaid expenses 17,366 19,692 12,054 12,530
Non current assets held for sale - - - 6,998
Total Current Assets 752,436 692,526 416,634 666,434
NON CURRENT ASSETS
Deferred tax assets - 3,504 5,813 516
Investment in an associate 30,354 32,156 38,017 12,677
Advances for purchase of property, plant and equipment 7,107 3,101 13,278 11,195
Derivative financial assets 1,784 1,500 659 1,118
Claims for tax refund 64,790 64,235 64,550 71,397
Restricted cash in banks 12,953 12,953 12,953 11,095
Property, plant and equipment - net 1,315,140 1,316,744 1,308,048 1,143,755
Other non current assets 2,604 2,550 2,434 5,324
Total Non current Assets 1,434,732 1,436,743 1,445,752 1,257,077
TOTAL ASSETS 2,187,168 2,129,269 1,862,386 1,923,511
LIABILITIES AND QUITY
CURRENT LIABILITIES
Bank loans - - 50,800 -
Trade accounts payable

Related party 5,147 25,293 87,869 133,861

Third parties 313,679 318,812 139,955 254,698
Other accounts payable 127 157 15,931 10,159
Taxes payable 51,080 34,036 1,839 1,749
Accrued expenses 4,100 3,880 6,089 5,513
Customer advances 4,373 8,631 4,800 3,401
Current maturities of long-term liabilities 69,475 63,113 70,470 68,531

Bank loans 69,475 63,113 70,470 68,477

Finance lease obligations - - - 54
Total Current Liabilities 447,981 453,922 377,753 477,912
NONCURRENT LIABILITIES
Deferred tax liabilities - net 142,925 141,467 146,098 132,191
Long-term liabilities — net of current maturities

Bank loans 278,369 325,276 426,459 421,957

Bonds payable 36,650 36,594 - -
Derivative financial liabilities - 40 677 491
Post-employment benefits obligation 31,565 28,139 22,426 23,001
Decommissioning cost 2,186 2,163 2,127 2,097
Total Noncurrent Liabilities 491,695 533,679 597,787 579,737
TOTAL LIABILITIES 939,676 987,601 975,540 1,057,649
EQUITY
Equity attributable to owners of the Company
Capital stock 359,989 359,989 359,989 359,989
Additional paid-in capital 108,675 108,675 108,675 108,675
Other comprehensive income (4,508) (2,771) (1,083) (1,062)
Retained earnings

Appropriated 7,039 7,039 5,639 4,739

Unappropriated 769,768 662,066 406,884 385,947
Total equity attributable to owners of the Company 1,240,963 1,134,998 880,104 858,288



( US$ thousand)

March 31 December 31
DESCRIPTION 2017 2016 2015 2014
Non-controlling interests 6,529 6,670 6,742 7,574
TOTAL EQUITY 1,247,492 1,141,668 886,846 865,862
TOTAL LIABILITIES AND EQUITY 2,187,168 2,129,269 1,862,386 1,923,511
CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
(US$ thousand)
Three Periods
DESCRIPTION Ended March 31 vear Ended December 31
2017 2016 2016 2015 2014
Net Revenues 632,739 358,216 1,930,336 1,377,573 2,460,051
Cost of Revenues 456,443 296,291 1,436,018 1,231,844 2,342,587
Gross Profit 176,296 61,925 494,318 145,729 117,464
Selling expenses (12,253)  (9,818) (42,624) (41,675) (42,539)
General and administrative expenses (14,079)  (7,356) (27,904) (24,832) (24,738)
Finance costs (9,884) (5,618) (31,887) (22,537) (31,942)
Gain (loss) on derivative financial instruments 569 (239) 606 (1,524) (2,596)
Share in profit or loss of an associate (1,802) (1,363) (5,861) (3,720) (825)
Gain (loss) on foreign exchange - net 1,873 6,861 (1,320) (11,505) (3,460)
Other gains and losses - net 2,326 6,160 15,225 15,963 13,437
Profit before tax 143,046 50,552 400,553 55,899 24,801
Income tax benefit (expense) - net (35,236) (12,180) (100,428) (29,643) (6,362)
PROFIT FOR THE PERIOD 107,810 38,372 300,125 26,256 18,439
Other comprehensive income (1,727) (1,256) (1,625) (328) (2,055)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 106,083 37,116 298,500 25,928 16,384
Profit attributable to
Owners of the Company 107,702 38,283 300,016 26,337 18,244
Non-controlling interests 108 89 109 (81) 195
Profit for the period 107,810 38,372 300,125 26,256 18,439
Total comprehensive income attributable to
Owners of the Company 105,965 36,880 298,328 26,316 16,297
Non-controlling interests 118 236 172 (388) 87
Total comprehensive income for the period 106,083 37,116 298,500 25,928 16,384
CONSOLIDATED CASH FLOW STATEMENT
(US$ thousand)
DESCRIPTION Three ;z:lcohdglEnded Year Ended December 31
2017 2016 2016 2015 2014
Cash flows from operating activities 55,016 109,777 475,893 104,714 116,197
Cash flows from investing activities (24,712) (30,309) (68,982) (238,046) (239,425)
Cash flows from financing activities (51,104) (35,061)  (204,983) 22,228 89,294
Increase (decrease) in cash and cash equivalent (20,800) 44,407 201,928 (111,104) (33,934)
Cash and cash equivalent at the end of period 277,963 141,242 298,763 96,835 207,939




CONSOLIDATED FINANCIAL RATIOS (UNAUDITED)

Three Periods Ended Year Ended December 31

DESCRIPTION March 31

2017 2016 2015 2014
Growth Ratio
Net Revenue (%) 76.6% 40.1% -44.0% -1.8%
Cost of Goods Sold (%) 54.1% 16.6% -47.4% -2.7%
Gross Profit (%) 184.7% 239.2% 24.1% 19.8%
Profit before Tax (%) 183.0% 616.6% 125.4% 39.4%
Net Income for the Period (%) 181.0% 1043.1% 42.4% 54.0%
Total Asset (%) 2.7% 14.3% -3.2% 0.8%
Total Liabilities (%) -4.9% 1.2% -7.8% 0.4%
Total Equity (%) 9.3% 28.7% 2.4% 1.4%
Operating Ratio
Gross Profit (Loss) Margin (%) 27.9% 25.6% 10.6% 4.8%
Days Receivable (days) 28.2 17.1 19.1 20.6
Days Payable (days) 74.8 71.7 90.1 70.1
Days Inventory (days) 35.2 36.3 45.6 32.8
Financial Ratio
Liquidity Ratio 168.0% 152.6% 110.3% 139.4%
Return on Assets 16.9% 14.1% 1.4% 1.0%
Return on Equity 29.6% 26.3% 3.0% 2.1%
Liabilities to Equity 75.3% 86.5% 110.0% 122.1%

UNTIL THE DATE OF THE PROSPECTUS, THE COMPANY HAS SATISFIED ALL FINANCIAL RATIOS REQUIRED
WITHIN DEBT AGREEMENTS

MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

A. SELECTED COMPONENTS OF THE CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Three months ended March 31, 2017 compared to the three months ended March 31, 2016

Net Revenue

Net revenues for the three months ended March 31, 2017 is US$632.7 million, increased by 76.6% compared to
US$358.2 million for the three months ended March 31, 2016. The increase in net revenues reflected a 36.7% growth in
sales volume, partially offset by a 28.7% decrease in the average sale price forproducts during the period. The higher
sales volume for the period was primarily due to higher levels of production following the successful completion of
cracker expansion project, which was completed in December 2015 followed by a ramp-up period during the first quarter
of 2016. During the three months ended March 31, 2017, net sales for olefins, polyolefins, styrene monomer and its by-
products and butadiene and its by-products amounted to US$195.8 million, US$238.7 million, US$107.0 million and
US$87.5 million, respectively. Net sales attributable to each ofmain products are set forth below.

Olefins (ethylene, propylene, pygas and mixed C4)

In the three months ended March 31, 2017, net sales increased by 140.8% to US$195.8 million compared to US$81.3
million in the three months ended March 31, 2016, primarily attributable to the successful completion of cracker
expansion project in December 2015 and lower production in the first quarter of 2016 due to a ramp-up period.

» Ethylene. Net ethylene sales increased by 181.3% to US$132.2 million in the three months ended March 31, 2017
compared to US47.0 million in the three months ended March 31, 2016, in line with a 146.3% increase in sales
volumes of ethylene to 125.1 KT in the three months ended March 31, 2017 from 50.8 KT in the three months
ended March 31, 2016. Sales volumes were low in the three months ended March 31, 2016 because of the ramp-
up period followingnaphtha cracker expansion project which was completed in December 2015, which
subsequently lowered production rates in the three months ended March 31, 2016. The average sales prices per



tones of ethylene was 14.2% higher at US$1,056.6/MT in the three months ended March 31, 2017 compared to
US$925.2/MT in the three months ended March 31, 2016.

» Propylene. Net propylene sales increased by 15.4% to US$13.5 million in the three months ended March 31, 2017
compared to US$11.7 million in the three months ended March 31, 2016, largely due to a 49.6% increase in the
average sales prices per tones of propylene to US$964.3/MT in the three months ended March 31, 2017
compared to US$644.8/MT in the three months ended March 31, 2016 even though there is a decrease in
propylene sales volume by 22.8% to 18.1 KT in the three months ended March 31, 2016.

» Pygas. Net pygas sales increased by 103.6% to US$44.8 million in the three months ended March 31, 2017
compared to US$22.0 million in the three months ended March 31, 2016. This was partly due to a 32.1% increase
in sales volumes of pygas to 70.0 KT in the three months ended March 31, 2017 compared to 53.0 KT in the three
months ended March 31, 2016. Sales volumes were low in the three months ended March 31, 2016 because of
the ramp-up period followingnaphtha cracker expansion project which was completed in December 2015, which
subsequently lowered production rates in the three months ended March 31, 2016. The average sales prices per
tonnes of pygas was 54.2% higher at US$640.4/MT in the three months ended March 31, 2017 compared to
US$415.4/MT in the three months ended March 31, 2016.

» Mixed C4. Net mixed C4 sales increased by 783.3% to US$5.3 million in the three months ended March 31, 2017
compared to US$0.6 million in the three months ended March 31, 2016, in line with a 200.0% increase in sales
volumes of mixed C4 to 5.4 KT in the three months ended March 31, 2017 from 1.8 KT in the three months ended
March 31, 2016. Sales volumes were low in the three months ended March 31, 2016 because of the ramp-up
period following naphtha cracker expansion project which was completed in December 2015, which subsequently
lowered production rates in the three months ended March 31, 2016. The average sales prices per tonnes of
mixed C4 was 187.3% higher at US$984.7/MT in the three months ended March 31, 2017 compared to
US$342.7/MT in the three months ended March 31, 2016.

Polyolefins (polyethylene and polypropylene)

Net polyolefin sales increased by 23.7% to US$238.7 million in the three months ended March 31, 2017 compared to
US$193.0 million in the three months ended March 31, 2016, primarily reflecting the ramp-up period following naphtha
cracker expansion project which was completed in December 2015.

» Polyethylene. Net sales of polyethylene increased by 16.1% to US$94.6 million in the three months ended
March 31, 2017 compared to US$81.5 million in the three months ended March 31, 2016. This was largely due to
a 13.4% increase in sales volumes of polyethylene to 77.0 KT in the three months ended March 31, 2017 from
67.9 KT in the three months ended March 31, 2016. Sales volumes were low in the three months ended
March 31, 2016 as a result of lower feedstock availability with the ramp-up period of the naphtha cracker. The
increase was in line with a 2.4% increase in average sales price/MT of polyethylene to US$1,228.4/MT in the
three months ended March 31, 2017 from US$1,199.7/MT in the three months ended March 31, 2016.

» Polypropylene. Net sales of polypropylene increased by 29.2% to US$144.1 million in the three months ended
March 31, 2017 compared to US$111.5 million in the three months ended March 31, 2016. This was largely due to
a 4.1% increase in the sales volumes of polypropylene to 114.1 KT in the three months ended March 31, 2017
compared to 109.6 KT in the three months ended March 31, 2016 and a 24.2% increase in the average sales
price/MT of polypropylene to US$1,263.2/MT in the three months ended March 31, 2017 compared to
US$1,017.3/MT in the three months ended March 31, 2016.

Styrene monomer and by-products

Net sales of styrene monomer increased by 76.9% to US$107.0 million in the three months ended March 31, 2017
compared to US$60.5 million in the three months ended March 31, 2016. This was largely due to a 30.2% increase in
sales volumes of styrene monomer and it's by-products to 82.0KT in the three months ended March 31, 2017 compared
to 63.0KT in the three months ended March 31, 2017 and a 36.5% increase in the average sales price/MT of styrene
monomer to US$1,318.4/MT in the three months ended March 31, 2017 compared to US$966.0/MT in the three months
ended March 31, 2016.

Butadiene and by-products

Net sales of butadiene and its by-products increased by 280.4% to US$87.5 million in the three months ended
March 31, 2017 compared to US$23.0 million in the three months ended March 31, 2016. This was largely due to a
61.1% increase in sales volumes of butadiene and its by-products to 68.0KT in the three months ended March 31, 2017
from 42.2 KT in the three months ended March 31, 2016 and a 192.2% increase in the average sales price/MT of



butadiene to US$2,182.7/MT in the three months ended March 31, 2017 compared to US$747.1/MT in the three months
ended March 31, 2016.

Cost of Revenue

For the three months period ended March 31, 2017 and March 31, 2016, cost of revenues comprised cost goods sold
and cost of service. Cost of goods sold comprised total manufacturing cost adjusted for work in process and finished
goods. Total manufacturing cost primarily comprised the cost of naphtha and benzene,principal raw materials used,
which represent 81.4% and 70.6% of total manufacturing cost for the three months ended March 31, 2016 and
March 31, 2017, respectively, direct lab and factory overhead.cost of revenues increased by 54.0% to US$456.4 million
for the three months ended March 31, 2017 compared to US$296.3 million for the three months ended March 31, 2016,
primarily due to increased consumption of naptha, which is the primary feedstock due to higher production levels. The
average price of naphtha per ton, which is linked to the price of Brent crude oil price, increased 34.7% to US$506.7 in the
three months ended March 31, 2017 from US$376.0 in the three months ended March 31, 2016. In addition, the average
price of benzene/MT, which is the main raw material for styrene monomer, increased by 60.2% to US$907.8 in the three
months ended March 31, 2017 from US$566.5 in the three months ended March 31, 2016.

Olefins (ethylene, propylene, pygas and mixed C4)

Cost of revenues of olefins increased by 105.1% to US$129.2 million in the three months ended March 31, 2017
compared to US$63.0 million in the three months ended March 31, 2016, primarily reflecting higher production levels
compared to the first quarter 2016, with the ramp-up period of naphtha cracker after completion of the cracker expansion
project in December 2015, as well as higher raw material costs, primarily naphtha, and a 73.4% increase inolefins sales
volume to 214.5KT in the three months ended March 31, 2017 compared to 123.7KT in the three months ended March
31, 2016.

Polyolefin (polyethylene and polypropylene)

Cost of revenues of polyolefin increased by 13.6% to US$172.0 million in the three months ended March 31, 2017
compared to US$151.4 million in the three months ended March 31, 2016, primarily reflecting higher production levels,
as well as a 7.6% increase inpolyolefin sales volumes to 191.1KT in the three months ended March 31, 2017 compared
to 177.5KT in the three months ended March 31, 2016.

Styrene monomer and by-products

Cost of revenues of styrene monomer and by-products increased by 60.8% to US$94.9 million in the three months ended
March 31, 2017 compared to US$59.0 million in the three months ended March 31, 2016, primarily reflecting higher
production from improving plant performance and market conditions. Sales volumes increased by 30.2% to 82.0KT in the
three months ended March 31, 2017 compared to 63.0 KT in 2015.

Butadiene and by-products

Cost of revenues of butadiene and its by-products increased by 166.5% to US$59.7 million in the three months ended
March 31, 2017 compared to US$22.4 million in the three months ended March 31, 2016, primarily reflecting higher
production, which was possible with more feedstock being available for use following the completion of cracker
expansion project. Sales volumes increased by 61.1% to 68.0KT in the three months ended March 31, 2017 compared to
42.2KT in the three months ended March 31, 2016.

Gross profit (loss)

Gross profit increased by 184.8% to US$176.3 million for the three months ended March 31, 2017 compared to US$61.9
million for the three months ended March 31, 2016, primarily due to higher volumes from increased production capacity,
higher product margins and increase in industry trend .gross profit margin for the three months ended March 31, 2017
and March 31, 2016 were 27.9% and 17.3% respectively. This is in line with increase in industry trend (upcycle).

Olefins (ethylene, propylene and byproducts such as pygas and mixed C4).

In the three months ended March 31, 2017, gross profit for olefin increased by 265.4% to US$ 66.5 million compared to
gross profit three months ended March 31, 2016 of US$ 18.2 million.
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Polyolefins (polyethylene dan polypropylene)

In the three months ended March 31, 2017, gross profit for polyolefins increased by 60.6% to US$ 66.8 million compared
to gross profit forthree months ended March 31.2016 of US$ 41.6 million.

Styrene monomer and byproducts

In the periode three months ended March 31, 2017, gross profit styrene monomer increased by 706.7% to US$ 12.1
million compared to gross profit for three months ended March 31, 2016 of US$ 1.5 million.

Butadiene and byproducts.

In three months ended March 31, 2017, gross profit for butadiene increased to US$ 27.8 million compared to gross
profitfor three months ended March 31, 2016 of US$ 0.6 million.

Operating revenue (expenses)

Operating expenses increased by 58,8% to US$ 36.2 million in three months ended March 31, 2017 compared to three
months ended March 31, 2016 of US$ 22.8 million, resulted from increase in salaries and allowances and finance cost.

Other operating income (expenses)

Other operating income (expenses) for the three month periods ended March 31, 2017 of US$3.2 million compared to
three months ended March 31, 2016 of US$11.4 million due to increase in foreign currency loss.

Income tax expense - net

Tax expense tarrifs, as a percentage of profit before tax, is 24.1% and 24.6% in three months ended March 31, 2016 and
2017 respectively. Income tax expense was US$35.2 million for the three months ended March 31, 2017 increased
significantly compared to US$12.2 million for the three months ended March 31, 2016 mainly resulted from increase
profit before tax during three months period March 31, 2017 compared to three months ended March 31, 2016.

Profit for the period

In view of the foregoing, profit for the three months ended March 31, 2017 amounted to US$107.8 million, compared to
three months ended March 31, 2016 of US$38.4 million. Profit attributable to owners of the Company is US$107.7 million
for three months ended March 31, 2017, compared to three months ended March 31, 2016 of US$38.3 million. Profit
attributable to noncontrolling interests, PT Redeco Pet r ol isubsidiaty af @Ml i USKREPLUTillipn for three
months ended March 31, 2016 and 2017.

The Year Ended December 31, 2016 Compared to the Year Ended December 31, 2015

Net revenues

Net revenues increased by 40.1% to US$1,930.3 million in 2016 compared to US$1,377.6 million in 2015. The increase
in net revenues reflected a 64.0% growth in sales volume, partially offset by a 14.7% decrease in the average sale price
for products in 2016. The higher sales volume for 2016 was principally due to higher levels of production following the
successful completion of cracker expansion project by 43% to 860 KTA, which was completed in December 2015. In
2016, net sales for olefins, polyolefins, styrene monomer and butadiene amounted to US$609.8 million, US$884.6
million, US$289.2 million and US$139.3 million, respectively. Net sales attributable to each of main products are set forth
below.

Olefins (ethylene, propylene, pygas and mixed C.).

In 2016, net sales increased by 256.4% to US$609.8 million compared to US$171.1 million in 2015, primarily attributable
to the successful completion of cracker expansion project in December 2015.

» Ethylene. Net ethylene sales increased by 341.9% to US$375.2 million in 2016 compared to US$84.9 million in
2015, in line with a 362.1% increase in sales volumes of ethylene to 380.8 KT in 2016 from 82.4 KT in 2015. Sales
volumes were low in 2015 because of the 85-day shutdown during scheduled TAM and expansion tie-in works in
the latter part of the year, which also lowered production levels for the year. Sales volumes increased in 2016 due
to cracker expansion project, which was completed in December 2015. The average sales prices per tonnes of
ethylene was 4.4% lower at US$985.3/MT in 2016 compared to US$1,030.3/MT in 2015.

» Propylene. Net propylene sales increased by 326.2% to US$109.1 million in 2016 compared to US$25.6 million in
2015, largely due to a 381.8% increase in sales volumes of propylene to 153.2 KT in 2016 compared to 31.8 KT in
2015. Sales volumes were low in 2015 as a result of 85-day shutdown during scheduled TAM in the latter part of
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the year, which also lowered production levels for the year. The average sales prices per tonnes of propylene was
11.5% lower at US$712.1/MT in 2016 compared to US$805/MT in 2015.

» Pygas. Net py-gas sales increased by 75.6% to US$106.4 million in 2016 compared to US$60.6 million in 2015.
This was largely due to a 120.7% increase in sales volumes of pygas to 235.5KT in 2016 compared to 106.7KT in
2015, as a result of higher production for pygas and by-products and lower average sales prices per tonnes of
pygas. The average sales prices per tonnes of pygas was 20.4% lower at US$451.8/MT in 2016 compared to
US$567.9/MT in 2015.

» Mixed C4. Net mixed C4 sales were US$19.1 million in 2016 compared to nil in 2015, as the excess mixed C4
following cracker expansion project was sold instead of being consumed as raw materials by wholly owned
subsidiary, PBI, to produce butadiene.

Polyolefin (polyethylene and polypropylene)

Net polyolefin sales increased by 1.8% to US$884.6 million in 2016 compared to US$869.0 million in 2015, primarily
reflecting the results of cracker expansion project, which was completed in December 2015.

» Polyethylene. Net sales of polyethylene increased by 25.6% to US$387.1 million in 2016 compared to US$308.2
million in 2015. This was largely due to a 39.1% increase in sales volumes of polyethylene to 315.8KT in 2016
from 227.0KT in 2015 as a result of higher production after the 85-day shutdown for scheduled TAM and cracker
expansion project. This increase was partially offset by a 9.7% decrease in average sales price/MT of
polyethylene to US$1,225.8/MT in 2016 from US$1,357.7/MT in 2015, in part reflecting lower feedstock costs.

» Polypropylene. Net sales of polypropylene decreased by 11.3% to US$497.5 million in 2016 compared to
US$560.7 million in 2015. This was largely due to a 4.9% decrease in sales volumes of polypropylene to 426.9KT
in 2016 compared to 449.0KT in 2015. Average sales price/MT of polypropylene decreased by 6.7% to
US$1,165.4/MT in 2016 compared to US$1,248.8/MT in 2015, in part reflecting lower feedstock costs.

Styrene monomer and by-products

Net sales of styrene monomer increased by 13.1% to US$289.2 million in 2016 compared to US$255.8 million in 2015.
This was largely due to a 20.0% increase in sales volumes of styrene monomer to 282.5KT in 2016 compared to
235.5KT in 2015 mainly due to improved plant performance and market conditions. The average sales price/MT of
styrene monomer decreased by 5.7% at US$1,031.8/MT in 2016 compared to US$1,094.7/MT in 2015, in part reflecting
lower feedstock costs.

Butadiene and by-products

Net sales of butadiene and its by-products increased by 78.8% to US$139.3 million in 2016 compared to US$77.9 million
in 2015. This was largely due to a 90.9% increase in sales volumes of butadiene to 201.8KT in 2016 from 105.7KT in
2015 as a result of higher production, which was possible due to more feedstock being available for use as a result of
increased capacity after the 85-day shutdown for TAM and cracker expansion project. The average sales price/MT of
butadiene decreased by 7.9% to US$1,015.2/MT in 2016 compared to US$941.2/MT in 2015, in part reflecting lower
feedstock costs.

Cost of revenues

Cost of revenues increased 16.6% in 2016 to US$1,436.0 million as compared to US$1,231.8 million in 2015. The
increase in cost of revenues was mainly due to increased consumption of naphtha, which is primary raw material, due to
higher production as a result of expanded ethylene capacity after the completion of TAM and expansion tie-in works in
December 2015. The average cost of naphtha per ton, which is linked to Brent crude prices, decreased by 25.6% to
US$410 compared to US$551 in 2015. Similarly, the average cost/MT of benzene, which is the primary raw material for
styrene monomer, decreased by 14.8% to US$614 compared to US$721 in 2015. A description of cost of revenues by
main products is given below.

» Olefins (ethylene, propylene, pygas and mixed C4). In 2016, cost of revenues of olefins increased by 155.9% to
US$441.9 million compared to US$172.7 million in 2015, primarily reflecting higher production as a result of the
increased nameplate capacity of naphtha cracker after the completion of cracker expansion project, which was
completed in December 2015, as well as an increase in olefins sales volume, which increased by 263.8% to
803.8KT in 2016 compared to 220.9KT in 2015.

 Polyolefin (polyethylene and polypropylene). Cost of revenues of polyolefin decreased by 17.8% to US$601.8
million in 2016 compared to US$732.1 million in 2015, primarily reflecting higher production as a result of cracker
expansion project, which was completed in December 2015, as well as an increase in polyolefin sales volume,
which increased by 9.9% at 742.7KT in 2016 compared to 676.0KT in 2015.

» Styrene monomer and by-products. Cost of revenues of styrene monomer and by-products increased by 9.5% to
US$266.1 million in 2016 compared to US$243.1 million in 2015, primarily reflecting higher production from the
improvement of plant performance and market conditions. Sales volumes increased by 20.0% to 282.5KT in 2016
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compared to 235.5KT in 2015. Average sale prices/MT were 5.7% lower at US$1,031.8 in 2016 compared to
US$1,094.7 in 2015.

» Butadiene and by-products. Cost of revenues of butadiene increased by 51.3% to US$123.9 million in 2016
compared to US$81.9 million in 2015, primarily reflecting higher production, which was possible with more
feedstock being available for use after the 85-day shutdown for TAM and cracker expansion project. Sales
volumes increased by 90.9% to 201.8KT in 2016 compared to 105.7KT in 2015. Average sale prices/MT were
7.9% lower at US$1,015.2 in 2016 compared to US$941.2 in 2015.

Gross profit (loss)

As a result of the foregoing factors, namely, higher production as made possible with a 43% increase in the Company
increased production capacity, higher product margins reflecting, an upward trend in the industry and low crude oil
prices, gross profit increased by 239.3% in 2016 to US$494.3 million compared to US$145.7 million in 2015. A
description of gross profit by main products is given below.

 Olefins (ethylene, propylene, pygas and mixed C4). In 2016, gross profit for olefins increased to US$167.6 million
compared to a gross loss of US$1.6 million in 2015.

 Polyolefin (polyethylene and polypropylene). In 2016, gross profit for polyolefin increased by 106.6% to US$282.8
million compared to a gross profit of US$136.9 million in 2015.

» Styrene monomer and by-products. In 2016, gross profit for styrene monomer increased by 81.9% to US$23.1
million compared to a gross profit of US$12.7 million in 2015.

« Butadiene and by-products. In 2016, gross profit for butadiene increased to US$15.4 million compared to a gross
loss of US$4.0 million in 2015.

Operating income (expenses)

Operating income (expenses) increased by 14.9% to US$102.4 million in 2016 compared to US$89.0 million in 2015,
primarily due to higher salaries expense, finance costs with the completion of the cracker expansion project and share of
net loss of an associate.

Other income (charges) - net

Other income (net) amounted to US$8.6 million in 2016 compared to other charges (net) of US$0.8 million in 2015,
mainly due to higher salaries expense, finance costs with the completion of the cracker expansion project and share of
net loss of an associate, partially offset by lower foreign exchange loss.

Income tax benefit (expense)

Tax expense tariffs as a percentage of profit before tax were 53.0% and 25.1% in 2015 and 2016 respectively. Income
tax expense as a percentage of profit before tax (effective tax rates) was approximately 25.1% in 2015. income tax
expense increased significantly to US$100.4 million in 2016 compared to US$29.6 million in 2015, primarily due to higher
profit before tax in 2016 as compared to 2015.

Net profit (loss) for the year.
In view of the foregoing, net profit for the year amounted to US$300.1 million in 2016 as compared to US$26.3 million in
2015. net profit for the year attributable to owners of the parent entity amounted to US$300 million in 2016, compared to

US$26.3 million in 2015. net profit for the year attributable to non-controlling interests of PT Redeco Petrolin Utama
("RPU"), a subsidiary of SMI, amounted to US$0.1 million, compared to a loss of US$0.1 million in 2015.

The Year Ended December 31, 2015 Compared to the Year Ended December 31, 2014

Net revenues

Net revenues decreased by 44.0% to US$1,377.6 million in 2015 compared to US$2.460.1 million in 2014. The decrease
in net revenues was due to a 26.4% decrease in sales volume to 1,238.1KT in 2015 from 1,682.2KT in 2014 and a
24.0% decrease in the average sales price for products. The lower sales volume for 2015 was due to lower production
arising from an 85-day shutdown of naphtha cracker as a result of TAM and expansion tie-in works and lower average
sales prices, which mirrored lower crude oil prices. In 2015, net sales for olefins, polyolefins, styrene monomer and
butadiene amounted to US$171.1 million, US$869.0 million, US$255.8 million and US$77.9 million, respectively.
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Olefins (ethylene, propylene, pygas and mixed C4).

In 2015, net sales of olefins decreased by 66.7% to US$171.1 million compared to US$514.3 million in 2014, primarily
reflecting lower production levels caused by 85-day shutdown during scheduled TAM and expansion tie-in works in
conjunction with cracker expansion project.

+ Ethylene. Net ethylene sales decreased by 67.5% to US$84.9 million in 2015 compared to US$261.4 million in
2014. This was primarily due to a 56.6% decrease in sales volumes of ethylene to 82.4KT in 2015 from 190.0KT
in 2014, which was a result of lower production levels caused by 85-day shutdown during scheduled TAM and
expansion tie-in works in conjunction with cracker expansion project. In addition, the average sales prices per
tonnes of ethylene was 25.1% lower at US$1,030.3/MT in 2015 compared to US$1,375.8/MT in 2014.

» Propylene. Net propylene sales decreased by 41.3% to US$25.6 million in 2015 compared to US$43.6 million in
2014, largely due to a decrease in the average sales prices per tonnes of propylene. The average sales prices per
tonnes of propylene was 40.9% lower at US$805.0/MT in 2015 compared to US$1,362.5/MT in 2014.

» Pygas. Net pygas sales decreased by 68.7% to US$60.6 million in 2015 compared to US$193.9 million in 2014.
This was largely due to a 46.1% decrease in sales volumes of pygas to 106.7KT in 2015 compared to 198.0KT in
2014, as a result of lower production of pygas and its by-products and lower average sales prices per tonnes of
pygas. The average sales prices per tonnes of pygas was 42.0% lower at US$567.9/MT in 2015 compared to
US$979.3/MT in 2014.

» Mixed C4. Net mixed C4 sales was nil in 2015 compared to 28.0KT in 2014 as the Company used all of the mixed
C4 that the Company produced as raw materials for PBI.

Polyolefin (polyethylene and polypropylene)

Net polyolefin sales decreased by 33.3% to US$869.0 million in 2015 compared to US$1,302.8 million in 2014, primarily
reflecting lower production of polyethylene as a result of scheduled TAM and expansion tie-in works.

» Polyethylene. Net sales of polyethylene decreased by 40.3% to US$308.2 million in 2015 compared to US$516.1
million in 2014. This was largely due to (i) a 17.4% decrease in average sales price/MT of polyethylene to
US$1,357.7/MT in 2015 from US$1,643.6/MT in 2014 and (ii) a 27.7% decrease in sales volumes of polyethylene
to 227.0KT in 2015 from 314.0KT in 2014, primarily caused by lower production of polyethylene as a result of
scheduled TAM and expansion tie-in works.

» Polypropylene. Net sales of polypropylene decreased by 28.7% to US$560.7 million in 2015 compared to
US$786.7 million in 2014. This was largely due to a 4.7% decrease in sales volumes of polypropylene to 449.0KT
in 2015 compared to 471.0KT in 2014. The average sales price/MT of polypropylene was 25.2% lower at
US$1,248.8/MT in 2015 compared to US$1,670.3/MT in 2014.

Styrene monomer

Net sales of styrene monomer decreased by 38.9% to US$255.8 million in 2015 compared to US$418.8 million in 2014.
This was largely due to a 10.3% decrease in sales volumes of styrene monomer to 235.5KT in 2015 compared to
262.4KT in 2014 mainly due to market conditions. The average sales prices per tonnes of styrene monomer was 31.9%
lower at US$1,094.7/MT in 2015 compared to US$1,605.2/MT in 2014.

Butadiene

Net sales of butadiene decreased by 64.4% to US$77.9 million in 2015 compared to US$218.9 million in 2014. This was
largely due to a 43.4% decrease in sales volumes of butadiene to 105.7KT in 2015 compared to 186.8KT in 2014,
primarily caused by lower production of butadiene as a result of scheduled TAM and expansion tie-in works. The average
sales prices per tonnes of butadiene was 29.1% lower at US$941.2/MT in 2015 compared to US$1,327.6/MT in 2014.

Cost of revenues

Cost of revenues sold decreased 47.4% in 2015 to US$1,231.8 million as compared to US$2,342.6 million in 2014. The
decrease in the cost of revenues was mainly due to the decreased consumption of naphtha due to lower production,
mainly resulting from TAM and expansion tie-in works coupled with lower naphtha cost. The average cost of naphtha/MT
decreased by 40.9% to US$550.6 compared to US$930.9 in 2014. Similarly, the average cost of benzene/MT decreased
by 43.6% to US$72.4 compared to US$1,279.6 in 2014. A description of cost of goods sold by main products is given
below.

Olefins (ethylene, propylene, pygas and mixed Ca)
In 2015, cost of goods sold of olefins decreased by 65.7% to US$172.7 million compared to US$504.1 million in 2014,
primarily reflecting lower production levels caused by 85-day shutdown during scheduled TAM and expansion tie-in

works in conjunction with cracker expansion project, as well as a decreased in olefins sales volume, which decreased by
50.7% at 220.9KT in 2015 compared to 448.0KT in 2014.
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Polyolefin (polyethylene and polypropylene)

Cost of goods sold of polyolefin decreased by 39.6% to US$732.1 million in 2015 compared to US$1,212.1 million in
2014, primarily reflecting lower production of polyethylene as a result of scheduled TAM and expansion tie-in works, as
well as a decreased in polyolefin sales volume, by 13.9% at 676.0KT in 2015 compared to 785.0KT in 2014.

Styrene monomer and by-products

Cost of goods sold of styrene monomer and by-products decreased by 40.9% to US$243.1 million in 2015 compared to
US$411.5 million in 2014, primarily reflecting lower production of styrene monomer. Sales volumes were lower by 10.3%
at 235.5KT in 2015 compared to 262.4KT in 2014. Average sale prices/MT were 31.8% lower at US$1,094.7 in 2015
compared to US$1,605.2 in 2014.

Butadiene.

Cost of goods sold of butadiene decreased by 61.5% to US$81.9 million in 2015 compared to US$212.6 million in 2014,
primarily reflecting lower production of butadiene as a result of scheduled TAM and expansion tie-in works. Sales
volumes were lower by 43.4% at 105.7KT in 2015 compared to 186.8KT in 2014. Average sale prices/MT were 29.1%
lower at US$941.2 in 2015 compared to US$1,327.6 in 2014.

Gross profit (loss

As a result of lower feedstock and raw material prices and increased margin trend in the industry, gross profit increased
by 24.1% in 2015 to US$145.7 million compared to US$117.5 million in 2014

» Olefins (ethylene, propylene, pygas and mixed C4). In 2015, gross loss for olefins was US$1.6 million, a
decreased of 115.5% to US$1.6 million compared to a gross profit of US$10.3 million in 2014.

 Polyolefin (polyethylene and polypropylene). In 2015, gross profit for polyolefin increased 50.8% to US$136.9
million compared to a gross profit of US$90.8 million in 2014.

» Styrene monomer. In 2015, gross profit for styrene monomer increased 74.0% to US$12.7 million compared to a
gross profit of US$7.3 million in 2014.

» Butadiene. In 2015, gross loss for butadiene was US$4.0 million, a decrease of 164.5% to US$4.0 million
compared to a gross profit of US$6.2 million in 2014.

Operating income (expenses)

The Company's Operating Expenses decreased by 10.2% to US$89.0 million in 2015 compared to US$99.1 million in
2014, primarily due to lower finance costs

Other income (charges) — net

Other charges (net) amounted to US$0.8 million in 2015 compared to other income (net), of US$6.6 million in 2014,
mainly due gain from land sales.

Income tax benefit (expense)

Tax expense tariffs as a percentage of profit before tax were 25.8% and 53.0% in 2014 and 2015 respectively. lincome
tax expense increased significantly in 2015 compared to US$6.4 million in 2014, due to increase in profit before tax.

Net profit (loss) for the year
In view of the foregoing, net profit for the year amounted to US$26.3 million in 2015 as compared to US$18.4 million in
2014 of US$18.4 million. Net profit attributable to owners of the Company was US$26.3 million in 2015 compared to

2014 of US$18.2 million. Net loss attributable to noncontrolliong interest, PT Redeco Pet r ol isubsidiatya ma ( “
of SMI, was US$ 0,1 million in 2015, compared to profit of US$ 0,2 million in 2014.
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B. CONSOLIDATED ASSETS, LIABILITIES, AND EQUITY

ASSETS
Table below shows the details of Company’'s assets
In thousand US$
Notes 31 March 31 December
2017 2016 2015 2014

ASSETS
CURRENT ASSETS
Cash and cash equivalents 277.963 298.763 96.835 207.939
Restricted cash in banks 11.893 10.398 12.764 14.250
Other Financial Assets 1.877 - - -
Account Receivables

Related Party 13.646 1.663 - 13.472

Third Party — net 194.900 135.685 46.496 86.537
Other Receivables 5.111 3.141 3.783 8.319
Inventories — net 204.405 199.508 178.400 218.387
Prepaid Tax 25.275 23.676 66.302 98.002
Advances and prepaid expenses 17.366 19.692 12.054 12.530
Noncurrent assets held for sale - - - 6.998
Total Current Assets 752.436 692.526 416.634 666.434
Noncurrent Assets
Deferred Tax Assets - 3.504 5.813 516
Investment in an associate 30.354 32.156 38.017 12.677
Advances for purchase of property,
plant and equipment 7.107 3.101 13.278 11.195
Derivative financial assets 1.784 1.500 659 1.118
Claims for tax refund 64.790 64.235 64.550 71.397
Restricted cash in banks 12.953 12.953 12.953 11.095
Fixed Assets — net 1.315.140 1.316.744 1.308.048 1.143.755
Other noncurrent assets 2.604 2.550 2.434 5.324
Total Noncurrent Assets 1.434.732 1.436.743 1.445.752 1.257.077
TOTAL ASSETS 2.187.168 2.129.269 1.862.386 1.923.511

Three Months Ended March 31, 2017 Compared To the Three Months Ended December 31, 2016

As of March 31, 2016, Company’ s awas 83$2,187.2 million, increased by 2.7% compared to December 31, 2016 of
US$2,129.3 million. This was due to an increase in accounts receivable from related parties, accounts receivable from
third parties, net inventories, and advances for purchase of property, plant and equipment accompanied with decline in
assets, particularly from cash and cash-equivalent.

Cash and cash-equivalents. Cash and cash-equivalent as of March 31, 2017 was US$278.0 million, decreased by 7.0%
compared to the position of December 31, 2016 of US$298.8 million. The decrease in cash and cash-equivalent
particularly derived from the Company's financing.

Accounts receivable from related parties. As of March 31, 2017, the accounts receivable from related parties was
US$13.6 million, where there was an increase by 700.0% as compared to the position of December 31, 2016 of US$1.7
million. The increase in accounts receivable from related parties particularly derived from the increase in sales.

Accounts receivable from third parties. As of March 31, 2017, the accounts receivable from third parties was US$194.9
million, where there was an increase by 43.6% as compared to the position of December 31, 2016 of US$135.7 million.
The increase in accounts receivable from third parties particularly derived from the increase in sales.

Net inventories. As of March 31, 2017, the net inventories were US$204.4 million, increased by 2.5% compared to the
December 31, 2016 of US$199.5 million. The increase in inventories were mainly from an increase in benzene
inventories volume by 33.7% from 9.8 KT in 2016 to 13.1 KT in March 31, 2017, in addition to an increase in price by
47.9% to US$908 as of March 31, 2017 from previously US$614 as of December 31, 2016.

Advances for purchase of property, plant anad equipment. The advance of fixed asset purchase as of March 31, 2017
was US$7.1 million increased by 129.0% compared to December 31, 2016 of US$3.1 million. The increase in advance
for purchase of property, plant anad equipment was particularly due to the unrealized land purchased as of March 31,
2017.
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December 31, 2016 Compared to December 31, 2015

As of December 31, 2016, Comp any ' s twastU5$2,120.8 midlidn, increased by 14.3% December 31, 2015 of
US$1,862.4 million. This was particularly due to an increase in cash and cash-equivalents, accounts receivables from
third parties, and inventories, accompanied with a decline in assets, such as prepaid tax, investment in associates, and
advance for purchase of property, plant anad equipment.

Cash and cash-equivalents. Cash and cash-equivalents as of December 31, 2016 was US$298.8 million, increased by
208.7% as compared to December 31, 2015 of US$96.8 million. The increase in cash and cash-equivalents mainly was
resulted from Company's operations.

Accounts receivables from third parties. As of December 31, 2016, the accounts receivable from third parties was
US$135.7 million, increased by 191.8% compared to the position of December 31, 2015 of US$46.5 million. The
increase in accounts receivables from third parties was mainly due to an increase in sales to third parties resulted from
an increase in production capacity upon completion of the expansion project by the end of 2015.

Inventories. As of December 31, 2016, the inventories were US$199.5 million, increased by 11.8% compared to
December 31, 2015 of US$178.4 million. The increase in inventories were mainly due to an increase in naphtha
inventory volume by 12.1% from 94.2 KT in 2015 to 105.6 KT as of December 31, 2016.

Prepaid Tax. As of December 31, 2016, prepaid tax was US$23.7 million, decreased by 64.3% compared to December
31, 2015 of US$66.3 million. The decrease in prepaid tax was mainly due to refund for the corporate income tax in 2014.

Investment in associates. As of December 31, 2016, the investment in associates was US$32.2 million decreased by
15.3% as compared to December 31, 2015 of US$38.0 million. The decrease in investment in associated entities is
mainly due to a net loss of associates in SRI.

Advance for purchase of property, plant anad equipment. As of December 31, 2016, the advance for purchase of
property, plant anad equipment was US$3.1 million, decreased by 76.7% compared December 31, 2015 of US$13.3
million. The decrease was mainly due to the completion of expansion project.

December 31, 2015 Compared to December 31, 2014

As of December 31, 2015, Co mp a n3ssets was US$1,862.4 million, decreased by 3.2% compared to
December 31, 2014 of US$1,923.5 million. This was particularly due to a decrease in cash and cash-equivalents,
accounts receivables from related parties, accounts receivable from third parties, inventories, advances and prepaid
expenses, and claim for tax refund accompanied with the increase in assets, particularly deferred tax assets, investment
in associates, and fixed assets.

Cash and cash-equivalents. Cash and cash-equivalenst as of December 31, 2015 was US$96.8 million, decreased by
53.4% compared to December 31, 2014 of US$207.9 million. The decrease in cash and cash-equivalents was
particularly due to a decrease in drawdown of term loan for investment.

Accounts receivable from related parties. There was no accounts receivable from related parties as of
December 31, 2015 caused by the absence of sales to related parties during the TAM period ended in December 2015.

Accounts receivables from third parties. As of December 31, 2015, the accounts receivables from third parties were
US$46.5 million, decreased by 46.2% compared to December 31, 2014 of US$86.5 million. The decrease in accounts
receivables from third parties was particularly resulted from the decrease in sales to third parties due to the existence of
TAM.

Inventories. As of December 31, 2015, inventories were US$178.4 million, decreased by 18.3% compared to
December 31, 2014 of US$218.4 million. The decrease in inventories were mainly due to the decrease in operational
activities during the TAM period ended in December 2015.

Prepaid tax. As of December 31, 2015, prepaid tax was US$66.3 million, decreased by 32.3% compared
December 31, 2014 of US$98.0 million. The decrease in prepaid tax was due to refund for the corporate income tax in
2013.

Claim for tax refund. As of December 31, 2015, the claim for tax refund was US$64.6 million, decreased by 9.5%
compared to December 31, 2014 of US$71.4 million. The decrease in claim for tax refund was due to loss from
differences in exchange rate.
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Deferred tax asset. As of December 31, 2015, the deferred tax asset was US$5.8 million, increased by 1,060.0%
compared to December 31, 2014 of US$0.5 million. The increase in deferred tax assets was mainly due to the
accumulation of fiscal loss of Subsidiaries.

Investment in Associates. As of December 31, 2015, the investment in associates was US$38.0 million, increased by
199.2% compared to December 31, 2014 of US$12.7 million. The increase in investment in associates was mainly due to
capital participation of the Company in SRI.

Fixed assets. As of December 31, 2015, fixed assets were US$1,308.0 million, increased by 14.4% compared to the
December 31, 2014 of US$1,143.8 million. The increase in fixed assets was resulted from the Company's investment in
the ethylene cracker expansion project.

LIABILITIES
Table below shows the details of Company’s assets
In thousand US$
Notes 31 March 31 December
2017 2016 2015 2014

LIABILITIES
CURRENT LIABILITIES
Bank loan - - 50.800 -
Trade accounts payable

Related party 5.147 25.293 87.869 133.861

Third party 313.679 318.812 139.955 254.698
Other accounts payable 127 157 15.931 10.159
Taxes payable 51.080 34.036 1.839 1.749
Accrued expenses 4.100 3.880 6.089 5.513
Customer advances 4.373 8.631 4.800 3.401
Current maturities of long-term

liabilities:

Bank loan 69.475 63.113 70.470 68.477

Finance lease obligations - - - 54
Current Liabilities 447.981 453.922 377.753 477.912
NONCURRENT LIABILITIES
Deferred tax liabilities — net 142.925 141.467 146.098 132.191
Long-term liabilites - net of current

maturities:

Bank loan 278.369 325.276 426.459 421.957

Bonds payable 36.650 36.594 - -
Derivative financial liabilities - 40 677 491
Post-employment benefits obligation 31.565 28.139 22.426 23.001
Decommissioning cost 2.186 2.163 2.127 2.097
Noncurrent Liabilities 491.695 533.679 597.787 579.737
TOTAL LIABILITIES 939.676 987.601 975.540 1.057.649

Three Months Ended March 31, 2017 Compared To the Three Months Ended December 31, 2016

As of March 31, 2017, C o mp a nigbilities were US$939.7 million, decreased by 4.9% compared to December 31, 2016
of US$987.6 million. This was mainly due to decrease in several short-term and long-term liabilities owned by the
Company.

Short-term liabilities as of March 31, 2017 was US$448.0 million, decreased by 1.3% compared to December 31, 2016
of US$453.9 million. The decrease in short-term liabilities was particularly due to decrease in accounts payable from
related parties by US$20.2 million and the accounts payables from third parties by US$5.1 million, accompanied with the
increase in tax liabilities of US$17.1 million, and the increase in bank loans of US$6.4 million.

Long-term liabilities. As of March 31, 2017, the long-term liabilities were US$491.7 million, decreased by 7.9% as
compared to the position of December 31, 2016 of US$533.7 million. The decrease in long-term liabilities was mainly due
to decrease in bank loans by US$46.9 million, accompanied with the increase in post-employment benefits by US$3.5
million.
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December 31, 2016 Compared December 31, 2015

As of December 31, 2016, C o mp a rigbilities were US$987.6 million, increased by 1.2% as compared to December
31, 2015 of US$975.5 million. This was due to increase in several short-term liabilities accompanied with decrease in
several long-term liabilities owned by the Company.

Short-term liabilities. As of December 31, 2016, the short-term liabilities were US$453.9 million, increased by 20.1% as
compared to the position of December 31, 2015 of US$377.8 million. The increase in short-term liabilities was particularly
due to increase in accounts payable from third parties by US$178.8 million and the tax liability by US$32.2 million,
accompanied by decrease in bank loans by US$50.8 million, accounts payables from related parties by US$62.6 million
and other payables by US$15.7 million.

Long-term liabilities. As of December 31, 2016, the long-term liabilities were US$533.7 million, decreased by10.7%
compared to the position of December 31, 2015 of US$597.8 million. The decrease in long-term liabilities due to
decrease in bank loan by US$101.2 million, accompanied with the increase in post-employment benefit liability by
US$5.7 million and the bonds payable by US$36.6 million.

December 31, 2015 Compared to December 31, 2014

As of December 31,2015, Company’ s | i @9%975.5 niiliioe, secreased by 7.8% as compared December 31,
2014 of US$1,057.6 million. This mainly due to decreases in several short-term liabilities and the increase in several
long-term liabilities owned by the Company.

Short-term liabilities. As of December 31, 2015, the short-term liabilities were US$377.8 million, decreased by 20.9%,
compared December 31, 2014 of US$477.9 million. The decrease in short-term liabilities were mainly due to decreases
in accounts payables from related parties by US$46.0 million and the accounts payables from third parties by US$114.7
million, accompanied with the increase in bank loans by US$50.8 million and other payables by US$5.7 million.

Long-term liabilities. As of December 31, 2015, the long-term liabilities were US$597.8 million, increased by 3.1% or
equal to US$18.1 million compared to December 31, 2014 by US$579.7 million. The increase in long-term liabilities were
mainly due to increases in deferred tax liabilities by US$13.9 million and the bank loans by US$4.5 million.

EQUITY
Table below shows the details of Company’'s assets
In thousand US$
Ket 31 Maret 31 Desember
eerangan 2017 2016 2015 2014
EQUITY
Equity attributable to owners of the
Company
Capital stock 359.989 359.989 359.989 359.989
Additional paid-in capital 108.675 108.675 108.675 108.675
Other comprehensive income (4.508) (2.771) (1.083) (1.062)
Retained earnings
Appropriated 7.039 7.039 5.639 4.739
Unappropriated 769.768 662.066 406.884 385.947
Total equity attributable to owners of
the Company 1.240.963 1.134.998 880.104 858.288
Non-controlling interests 6.529 6.670 6.742 7.574
Total Equity 1.247.492 1.141.668 886.846 865.862

Three Months Ended March 31, 2017 Compared To the Three Months Ended December 31, 2016

As of March 31, 2017, Company’ s e @asiUS31,247.5 million, increased by 9.3% as compared to December 31,
2016 of US$1,141.7 million. This was mainly due to increases in retained earnings derived from the net profit during the
three-month period ending on March 31, 2017.

December 31, 2016 Compared December 31, 2015

As of December 31, 2016, Company’ s e @vasiUS$1,141.7 million, increased by 28.7% compared December 31,
2015 of US$886.8 million. This was mainly due to increases in retained earnings derived from the net profit in 2016.

December 31, 2015 Compared to December 31, 2014

As of December 31, 2015, Co mp a n y ' swaseUp$B886t8ymillion, increased by 2.4% as compared to December 31,
2014 of US$865.9 million. This mainly due to increases in retained earnings derived from the net profit in 2015,
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LIQUIDITY AND CAPITAL REQUIREMENTS

As Co mp a nliguidisy and capital requirements are affected by many factors, some of which are beyond company
control, its funding requirements may change over time. If the Company requires additional funds to support working
capital or capital requirements, the Company may seek to raise such additional funds through public or private financing
or other scompanyces. The company maintain company cash and cash equivalents in accounts with certain financial
institutions and other temporary cash investments. The company also maintain revolving credit facilities for working
capital purposes with banks in Indonesia and Singapore with total aggregate principal amount of approximately US$614
million, including a revolving loan facility of US$85 million, comprising both secured and unsecured facilities.

The table below sets forth Co mp a rcash flows for the time periods indicated.

(US$ millions)
For the three
For the year ended 31 December months ended 31
March
2014 2015 2016 2016 2017
Selected Cash Flow Statement Data
Net cash provided by/(used in) operating activities .............ccccccceeee. 116.2 104.7 475.9 109.8 55.0
Net cash provided by/(used in) investing activities (239.4) (238.0) (69.0) (30.3) (24.7)
Net cash provided by/(used in) financing activities..............cccccccueee. 89.3 22.2 (205.0) (35.1) (51.1)
Net increase/(decrease) in cash and cash equivalents ..................... (33.9) (111.1) 201.9 44.4 20.8

Net cash provided by operating activities.

Cash inflow from operating activities includes cash receipts from customers and tax restitution received. Cash outflows
from operating activities include cash paid to suppliers, directors and employees and payment of corporate income taxes.

For the three months ended 31 March 2017, we had net cash provided by operating activities of US$55.0 million
attributable to cash receipts from customers of US$557.2 million, offset by (i) cash paid to suppliers, directors and
employees of US$492.2 million and (ii) payment of corporate income taxes of US$16.5 million.

In 2016, C o mp a mgt ‘cash provided by operating activities increased by 354.5% to US$475.9 million, primarily as a
result of significant increase in cash receipts from customers.

In 2015, C o mp a mgt’'cash provided by operating activities decreased by 9.9% to US$104.7 million, primarily as a
result of a decrease in cash receipts from customers, which was largely offset by cash paid to suppliers. The decrease
was a result of (i) lower production levels and consequently lower sales volumes, caused by the scheduled TAM and
expansion tie-in works which shutdown C o mp a nngphtka cracker for 85 days and (ii) the decrease average sales
prices of Co mp a rppduds following the decrease in average prices of crude oil.

In 2014, Co mp a mgt'cash provided by operating activities decreased by 24.5% to US$116.2 million, primarily as a
result of an increase in cash paid to suppliers due to timing of working capital movement.

Net cash used in investing activities.

Cash outflows from investing activities include acquisition of property, plant and equipment. Cash inflows from investing
activities include proceeds from sale of property, plant and equipment and interest received.

For the three months ended 31 March 2017, we had net cash used in investing activities of US$24.7 million primarily
attributable to (i) acquisition of property, plant and equipment of US$15.9 million, and (ii) advance payment for purchase
of property, plant and equipment of US$6.0 million.

In 2016, C o mp a mgt tash used in investing activities decreased by 71.0% to US$69.0 million, primarily as a result of
the completion of the cracker expansion project in December 2015.

In 2015, C o mp a met tash used in investing activities decreased by 0.6% to US$238.0 million, primarily as a result of
the investments made in the cracker expansion project and additional investments made in an associate company as a
result of sales from non-current asset.

In 2014, Co mp a nngt’cash used in investing activities increased by 79.1% to US$239.4 million, and was largely
attributable to the investments made in the cracker expansion project.
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Net cash used in financing activities.

Cash outflows from financing activities include payment of long-term and short-term bank loans, payment of interest and
financial charges and payment of transaction costs. Cash inflows from financing activities include proceeds from long-
term and short-term bank loans and proceeds from bonds payable.

For the three months ended 31 March 2017, Co mp a nngt'cash used in financing activities was US$51.4 million,
attributable to payment of long-term bank loans of US$42.8 million and interest and financial charges paid of US$8.0
million.

In 2016, C 0 mp a met tash used in financing activities was US$205.0 million, primarily as a result of net payments we
made for long-term bank loans and short-term bank loans of US$123.1 million, interest and financial charges of US$27.9
million and dividend payments of US$43.7 million.

In 2015, Co mp a mgt’'cash provided by financing activities decreased by 75.1% to US$22.2 million, primarily as a
result of a drawdown of C o mp a rteym Ieans for investment activities of US$59.3 million, partly offset by payment of
interest and financial charges of US$25.2 million and dividend payments of US$4.9 million.

In 2014, C o mp a met tash used in financing activities decreased by 9.2% to US$89.3 million, primarily as a result of a

net drawdown of C o mp a rteyni Isans for investment activities of US$132.7 million, partly offset by payment of interest
and financial charges of US$25.9 million and dividend payments of US$4.3 million.

CAPITAL EXPENDITURES
Historical capital expenditures

For the three months ended 31 March 2017, we spent US$21.9 million in capital expenditures, including for Company
debottlenecking and expansion projects, plant improvements and TAM.

The table below shows C 0 mp a ragtualsapital expenditures for the periods indicated:

(US$ millions)
For the year ended 31 December For the three months ended 31 March
2014 2015 2016 2016 2017
Debottlenecking and expansion ..... 186.1 124.9 22.2 16.7 7.7
Plant improvement and others ....... 26.7 27.1 43.5 7.2 14.2
TAM. .ottt - 45.9 7.6 9.8 -
Total capital expenditures........... 193.7 197.9 733 33.7 21.9

Planned capital expenditures

During 2017, 2018 and 2019, we expect to incur capital expenditures of approximately US$164.8 million, US$352.4
million and US$492.7 million, respectively, as broken down by projects in the table below. Also see "Business 0
Capacity and Plant Improvements." These amounts are subject to change depending on a number of factors, including
the results of C 0 mp a regsibdity studies and the completion of projects in a timely manner.

(US$ millions)

For the year ended 31 December

2017 2018 2019
Butadiene expansion 18.6 22.6 -
Polypropylene debottlenecking project 115 1.0 -
Naphtha cracker furnace revamp - - 215
New polyethylene plant 43.0 99.0 99.0
MTBE and Butene-1 plant 5.0 35.0 50.0
Second Petrochemical Complex (initial spend) 25.0 150.0 280.0
Others (INCIUAING TAM) .....ouviviieiiee ettt et 61.7 44.8 42.2
Total capital eXPENItUIES .......c..c.eveeveereereeieiesesesesse e 164.8 352.4 492.7
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Notes:

We have three committed projects, namely the butadiene expansion project, C o mp a melyprepylene debottlenecking
project and C o mp a mgphtlsa cracker furnace revamp. We have two projects in the initial planning stage, namely the
construction of a new polyethylene plant and the construction of a new MTBE and Butene-1 plant

RISK FACTORS

RISKS RELATING TO BUSINESS AND OPERATIONS

a. Cyclicality in the petrochemical industry may materially and adversely affect C o mp a rprpfitasility.

b. The volatility of the international market prices for petrochemical products may adversely affect Company ' s
operating results.

c. Fluctuations in the cost of feedstock may result in increased operating expenses and adversely affect
C o mp a negultsof operations, cash flow and margins.

d. Company may not be able to complete C o mp a ncgpactty and product expansion plans forthe Company ' s
existing and new products.

e. Loss of competitiveness and market share in the Indonesian markets or increased global competition could
materially and adversely affect C o mp a rfugute growth, profitability and results of operations.

f. Co mp a rogefrasons are subject to factors beyond C o mp a rcontrad, which may subjectt he Commany’ s
unscheduled outages and shutdowns and which could have a material and adverse effect on results of
operations.

g. Co mp a n perasionsorequire the Company to schedule regular shutdowns for maintenance, which could
adversely affect the C o mp a ralyility o make and sell products, which could have a material adverse effect on
C o mp a rbysiness, financial conditions and results of operations.

h. The ¢ ompaualyesults may vary significantly from the industry forecasts, projections and estimates set
forth in the Prospectus.

i. Company does not own all of the land on which t h e C o mpasting pigelines and planned pipeline
extensions are located. Inability to get the necessary consents to operate on these lands could disrupt the
C o mp a ropetatons.

j- Co mp a neyél of indebtedness and other demands on cash resources could materially and adversely affect
theComparmp’idity to execute Company’s business strategy.

k. The actions of any of C o mp a rpsintigal shareholders, Barito Pacific and SCG Chemicals, or their principal
shareholdersandassoci ated companies could conflict with Company

I.  Trade-regulating actions by the Government, such as reducing or eliminating tariffs on imported polyethylene
and polypropylene, could adversely affectt h e C o mprefitahility.s

m. Co mp a ny ’'ationsonvave risks that may not be covered by t h e C o mnsuragcé sr may have a
material adverse effectont h e Co mpuaimess’ s

n. Compliance with environmental and occupational health and safety laws and regulations may require the
Company to incur costs or restrict Co mp a ropetatsons in a manner that could have a material adverse effect
ont h e Co mpuaimess, fisancial condition, profitability or cash flows.

0. Company depends on third party providers for various aspects of business and such providers could fail to meet
their obligations, which may have a material adverse effectont h e C o m pusimegs, results of operations
and financial condition.

p. If the Company is unable to obtain, renew or maintain t h e C o m pemity, 'agprovals and technology
licenses required to operatet h e C o mpugimess’this may have a material adverse effectont he Company’ s
business.

g The Compbnyisyato compete effectively depends in part o]
personnel with relevant industry knowledge.

r. Theloss ofany oft h e C o mfam@ecustomers could have a negative impactont h e Co mpesultsyof s
operations.

s. The Co mp edugtionsplams are located in a single geographic area. Any disruptionint he Company’ s
operations due to accidents or natural disasters in this area could have a material adverse effectcon Company '’ s
operations.

t.  Failure or disruption of C o mp a riTyandgor ERP systems may adversely affect Co mp a rbysiness, financial
condition, results of operations and prospects.

u Failure to fulfil Company’s obligations wunder supply a
adversely affect Company’s business, financi al condition
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RISKS RELATING TO INDONESIA

a. Domestic, regional or global economic changes may adversely affect Co mp a rbysiness.
Political and social instability in Indonesia may adversely affect the Company.
Indonesia is located in a geologically active zone and is subject to the risk of significant geological and other
natural disasters, which could lead to social and economic instability.

d. Terrorist attacks and activities could cause economic and social volatility, which may materially and adversely
affect Co mp a rbysiness.

e. Company operates in a legal system in which the application of various laws and regulations may be uncertain,
and through the purchase of the Rights Shares, the poten
may be exposed to such legal system and may find it difficult or impossible to pursue claims relating to the
Rights Shares.

f. The Co mp aplgyées areemembers of a labour union and the Company may be subject to labour
disputes, industrial unrest, slowdowns and increased wage costs, which may adversely affect Company’ s
business and results of operations.

g. Labour activism and legislation could adversely affect the Company, customers and Indonesian companies in
general, which in turn could affect C o mp a rbysiness, financial condition and results of operations.

h. Outbreak of an infectious disease or fear of an outbreak, or any other serious public health concerns in Asia
(including Indonesia) and elsewhere may adversely impact C o mp a rbysiness and financial conditions.

i. Growing regional autonomy creates an uncertain business environment for the Company and may increase
C o mp a rcgsts of doing business.

j-  Fluctuations in the value of the Rupiah may materially and adversely affect C o mp a riyahcil conditions and
results of operations.

k. Downgrades of credit ratings of the Government or Indonesian companies could materially and adversely affect

Company’s business.

Indonesian accounting standards differ from U.S. GAAP.

Regional authorities may impose additional and/or conflicting local restrictions, taxes and levies.

Indonesia may suffer from governmental or business corruption.

Potential enforcement of collaterals against the Company's assets could have a material adverse effect on

C o mp a rbysiness operations.

© =3~

RISKS RELATING TO OWNERSHIP OF THE SHARES

a. The Rights and Offer Shares cannot be freely resold in the United States.
The trading price of the Shares has been, and may continue to be, volatile.

c. The Rights of Investor to participate in future rights issues could be limited, which would cause dilution to
investor s’ hol dings.

d. Future changes in the value of the Rupiah against the U.S. dollar or other currencies will affect the foreign
currency equivalent of the value of Company’'s Shares and

e. Indonesian law contains provisions that could discourage a takeover of the Company.

f.  Indonesian law contains provisions that could cause the Company to forego transactions thatareinCompany ' s
best interest.

g. Investors may not be subject to limitations on minority shareholders' rights.

h. Future sales or the prospect of future sales of Shares, including by C o mp a rcgntradling shareholder, could
have a material adverse effect on the market price of the Shares.

i. The Company operates in a legal system in which the application of various laws and regulations may be
uncertain, and through the purchase of the Shares, holders of the Shares are exposed to such legal system and
may find it difficult or impossible to pursue claims relating to the Shares.

j-  The Company is incorporated in Indonesia and it may not be possible for investors to effect service of process,
or enforce judgments on the Company in the United States or of a foreign court against the Company in
Indonesia.

k. Indonesian law may operate differently from the laws of other jurisdictions, with regard to the convening of, and
the right of shareholders to attend and vote at, general meetings of shareholders of the Company.

I.  The regulations governing Indonesian securities markets differ from those in other markets, which may cause
the mar ket pri ce odstobeneore Cotatigpaadiess liquid;3He dntited public ownership of the
Company’s Shares may contribute to a lack of Iliquidity.

m. There may be less company information available, and corporate governance standards may differ, for public
companies listed on the Indonesian securities markets as compared to those listed on securities markets in
other countries.
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n. Company’'s ability to pay dividends in the future
flows, working capital requirements and capital expenditures and dividends will be paid in Rupiah.

THE MANAGEMENT OF THE COMPANY DECLARES THAT THE COMPANY HAS DISCLOSED ALL MATERIAL
BUSINESS RISKS ARRANGED BY WEIGHT OF RISK AGAINST THE BUSINESS ACTIVITY AND FINANCIAL
PERFORMANCE OF THE COMPANY AND SUBSIDIARIES.

SIGNIFICANT EVENTS AND TRANSACTIONS AFTER THE DATE OF INDEPENDENT AUDITOR
REPORT

There is no significant event that has material effects on the financial conditions and operating results of the Company
and subsidiaries occurring after the date of Independent Auditor Report issued dated May 10 2017 for the consolidated
statements of financial position and financial performance and consolidated cash flow for the three-month period ending
on March 31, 2017 and years ending on December 31, 2014, 2015 and 2016 audited by the Public Accounting Firm
Satrio Bing Eny & Partners (member of Deloitte Touche Tohmatsu Limited) with unqualified opinion in all material
respects, the financial positions of the Company and subsidiaries, as well as the financial performance and cash flow, in
accordance with the Financial Accounting Standards in Indonesia.

INFORMATION ON THE COMPANY

1. Company Profile

The Company (formerly named PT Tri Polyta Indonesia Tbk), domiciled in West Jakarta, is the surviving company in the
merger between TPl and CA by virtue of the Deed of Merger No. 15 dated November 9 2010, drawn before Amrul
Partomuan Pohan, S.H., LL.M, Notary Public in Jakarta, where the merger took effect on January 1 2011 ("Merger").
Pursuant to the Articles of Association of the Company, the business activity of the Company is engaged in the fields of
industry, petrochemical, trade, transport and services. The Company's Subsidiaries, i.e. SMI, PBI, Altus, and RPU are
each engaged in the fields of styrene monomer production and ethylbenzene production, butadiene and raffinate
production, finance, and storage tank services. The business activities of SMI and PBI are highly related to the
petrochemical business activity performed by the Company, while Altus is the Subsidiary especially formed for financial
purposes and RPU provides storage tank services and transport services using pipelines and jetty management
services.

The Company was established by the name of PT Tri Polyta Indonesia Tbk, domiciled in West Jakarta, established by
virtue of Deed of Establishment No. 40 dated November 2 1984 drawn before Ridwan Suselo, S.H., Notary in Jakarta,
with the status as a Domestic Investment Company under the Act No. 6 of 1968 on Domestic Investment as amended by
the Act No. 25 of 2007 on Investment. The Deed of Establishment of TPl was amended by the Deed of Accession and
Resignation of the Founders of the Company and the Amendment to Articles of Association No. 117 dated November 7
1987 drawn before J.L Waworuntu, S.H., Notary in Jakarta, legalized by the Minister of Justice of the Republic of
Indonesia (currently the Minister of Law and Human Rights) pursuant to the Decree No. C2.1786.HT.01.01-TH.88 dated
February 29 1988, recorded in the register at the West Jakarta District Court Office on June 30 1988 under No. 639/1988
and No. 640/1988, and published in the State Gazette of the Republic of Indonesia No. 63 dated August 5 1988,
Suppl ement No. 779 (“Deed of Establishment”).

Having performed the Limited Public Offering I, the Company amended the Articles of Association and the currently
applicable amendment to the Articles of Association of the Company shall be as set out in:

1. The Deed of statement of Annual General Meeting of Shareholders' Resolutions No. 18 dated 8 June 2015,
drawn before Fathiah Helmi, S.H., Notary in Jakarta, notified to the Minister of Law and Human Rights pursuant
to the Acknowledgement of Notice of Amendment to Articles of Association No. AHU-AH.01.03-0947454 dated
July 1 2015 and registered in the Company Register with the Ministry of Law and Human Rights under No.
AHU-3527509.AH.01.11.Tahun 2015 dated July 12015 (" Deed No. 18/ 2015") .
the shareholders of the Company have approved the amendment and restructuring of all provisions of the
Articles of Association of the Company in order to conform to the OJK Regulation No. 32/2014 and OJK
Regulation No. 33/2014; and

2. the Deed of Statement of Annual General Meeting of Shareholders' Resolutions No. 3 dated 2 May 2017, drawn
before Fathiah Helmi, S.H., Notary in Jakarta, notified to the Minister of Law and Human Rights pursuant to the
Acknowledgement of Notice of Amendment to Articles of Association No. AHU-AH.01.03-0138287 dated 22
May, 2017 and registered in the Company Register with the Ministry of Law and Human Rights under No. AHU-

wi | |

Under

0065261.AH.01.11.Tahun 2017 dated 22 May, 2017 ( " De e d3/2000".) . Under t B/2017Dikeed NoO.

shareholders of the Company have approved the amendment of Article 4 paragraph 3 of the Articles of
Association of the Company.

Pursuant to the Articles of Association, the Company may perform primary business activity, i.e. engaged in the fields of
industry, petrochemical, trade, transport and services.

As of the date of publication of the Prospectus, the Company has 1 manufacturing plant located at JI. Raya Anyer Km.
123, Ciwandan, Cilegon, Banten 42447, SMI, a Subsidiary, has 1 manufacturing plant located at Jl. Raya Bojonegara,
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Mangunreja Village, Bojonegara Sub-District, Serang Regency, Banten 42456 and PBI, a Subsidiary, has 1
manufacturing plant located at JI. Raya Anyer Km. 123, Ciwandan, Cilegon, Banten 42447.

2. Capitalization Structure and Composition of Shareholders

The capitalization structure of the Company has never changed since 2013, whilst the composition of shareholders of the
Company and the composition of shareholders holding 5% or more, based on the Shareholder Register of the Company
as of May 15, 2017 issued by PT Raya Saham Registra as the Securities Administration Bureau of the Company shall be
as follows:

Description Nominal Value Rp1,000 per Shares (%)
Number of Shares Total Nominal Value (Rp)
Authorized Capital 12,264,785,664 12,264,785,664,000
Issued and Fully Paid-up Capital
PT Barito Pacific Thk 1,480,383,520 1,480,383,520,000 45.04
SCG Chemicals Company Limited 1,004,825,959 1,004,825,959,000 30.57
Prajogo Pangestu 503,399,869 503,399,869,000 15.32
Marigold Resources Pte. Ltd. 169,362,186 169,362,186,000 5.15
Masyarakat (masing-masing dibawah 5%)* 128,991,024 128,991,024,000 3.92
Total Issued and Fully Paid-up Capital 3,286,962,558 3,286,962,558,000 100.00
Shares in Portfolio 8,977,823,106 8,977,823,106,000

*498,670,213 of PT Barito Pacific Tbk’ shares is being pledged for Bangkok Bank Public Company Limited based on
Pledge of Shares Agreement as stated in Deed No. 36 dated 24 March 2017, drawn before Drs. Soebiantoro, S.H.,
Notary in Jakarta.

3. Management and Supervision

Under the Deed of Statement of Annual General Meeting of Shareholders' Resolutions No. 14 dated June 6, 2016,
drawn before Fathiah Helmi, S.H., Notary in Jakarta, the most recent composition of the Board of Commissioners and
the Board of Directors of the Company shall be as follows:

Board of Commissioners

President Commissioner*) : Djoko Suyanto

Vice President Commissioner*) : Tan Ek Kia
Commissioner*) : Ho Hon Cheong
Commissioner : Loeki Sundjaja
Commissioner : Agus Salim Pangestu
Commissioner : Chaovalit Ekabut
Commissioner : Cholanat Yanaranop

Board of Directors

President Director : Erwin Ciputra

Vice President Director : Kulachet Dharachandra
Vice President Director : Baritono Prajogo Pangestu
Director : Lim Chong Thian

Director : Piboon Sirinantanakul
Director : Fransiskus Ruly Aryawan
Director : Suryandi **

*) Concurrently serving as Independent Commissioner
**) Concurrently serving as Independent Director

The composition of the Board of Commissioners and the Board of Directors of the Company as above has been notified
to the Minister of Law and Human Rights as set out in the Acknowledgement of Notice of Company Data Change No.
AHU-AH.01.03-0056261 dated 10 June 2016 and registered in the Company Register with the Ministry of Law and
Human Rights under No. AHU-0071712.AH.01.11.Tahun 2016 dated June 10 2016.

The appointment of all members of the Board of Commissioners and the Board of Directors of the Company has
complied with the OJK Regulation No. 33/2014.

The appointment of Independent Director of the Company has complied with the provisions set forth in item 111.1.5 of BEI

Regulation No. .A. dated January 20 2014 on Listing of Equity Shares and Securities Other than Shares Issued by
Listed Companies.
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4. Ownership of the Company with Subsidiaries and Shareholders

The following is a diagram of shareholdings of the Company as of May 15 2017 and the ownership of the Company in
Subsidiaries:

. . 506 chemicals Company . Marigold Resources Pte
PT Barito Pacific Thk. Limited SER L EEAT Ltd. others
|_45.04% | 30.57% | 15.32% |_5.15% ] 3.92%
¥

= ChandraAsn
v Pt rosc hermucal

99,98% 100,
99,00%
3 1,00%

BUSINESS

1. Overview

The Company is the largest integrated petrochemical producer in Indonesia and operate the country's only naphtha
cracker, styrene monomer and butadiene plants. The Company is also the country's largest polypropylene producer and
leading producer of polyethylene.

The Company produces the following products:
- olefins; comprising ethylene and propylene as well as their by-products, such as pygas and mixed Ca;
- polyolefins; comprising polyethylene and polypropylene;
- styrene monomer as well as its by-products, such as ethyl benzene, toluene and benzene toluene mixture; and
- butadiene as well as its by-products, such as raffinate.

The Co mppeodugts ae fundamental to the production of a diverse range of consumer and industrial products,
including packaging, containers, construction materials and automotive parts. During the year ended December 31,
2016, the Company produced 1,673 KT of olefins and its by-products, 757 KT of polyolefins, 278 KT of styrene monomer
and its by-products and 88 KT of butadiene and its by-products. For the same period, olefin and by-products sales,
polyolefin sales, styrene monomer and its by-product sales and butadiene and its by-product sales contributed to 31.6%,
45.8%, 15.0%, and 7.2% of net revenue, respectively.

T he Co mppalypywpylene impact copolymer resins are used as raw materials for the manufacturing of car and
motorcycle components. The Company is the only producer of polypropylene impact copolymer resins in Indonesia and
are the first company to supply vehicle-oriented resins to the domestic automotive component manufacturing industry in
accordance with international standards.

The Company sells its products to customers in both the domestic and regional markets. The company is the only
domestic producer of ethylene, styrene monomer and butadiene, one of only two domestic producers of propylene and
polyethylene and the largest polypropylene producer in Indonesia. According to Nexant, the company accounted for
approximately 58% of the total market share of ethylene in 2016 in Indonesia. In addition, the Company had a market
share in Indonesia of approximately 24% for polyethylene, 29% for polypropylene and 100% for styrene monomer in
2016.

The company operates an integrated petrochemical complex located in Banten Province of Indonesia, approximately 120
km away from Jakarta. T h e ¢ o mnigrayed getrochemical complex comprises (i) the company main petrochemical
complex in Ciwandan, Cilegon, 120 km away from Jakarta, which houses one naphtha cracker, two polyethylene plants,
three polypropylene trains and one butadiene plant that produce olefins, polyolefins and butadiene and its by-products
and (i) a styrene monomer complex approximately 40 km from t h e ¢ o mmam petroshemical complex, in
Bojonegara, Serang, and 110 km away from Jakarta, which houses two styrene monomer plants that produce styrene
monomer and its by-products. T h e C o mpstynene’ monomer plants are directly connected by pipelines to the
company main petrochemical complex in Cilegon. The strategic location of t h e ¢ o mintagnated getrochemical
complex provides the company with convenient accesstot h e ¢ o mhewathyléns and propylene customers, which
are directly connected to the company production facilities in Cilegon by pipelines. The company petrochemical complex
has integrated support facilities including pipelines, power generators, boilers, water treatment plants, storage tanks and
jetty facilities.

The company was a surviving entity through a merger between PT Chandra Asri ("CA") and PT Tri Polyta Indonesia Tbk
("TPI"), which took effect on 1 January 2011. CA was incorporated in 1989 and its naphtha cracker plant commenced
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operations in 1995. TPI was incorporated in 1984 and its polypropylene plant commenced operations in 1992. As of May
15, 2017, t h e C o mpracipgl shareholders were Barito Pacific and SCG Chemicals. Barito Pacific directly and
indirectly, through its wholly-owned subsidiary Marigold, owned 50.19% of t h e C o m pusstandingsshares and SCG
Chemicals owned 30.57%, oft h e C o mputstandingshares. As of May 15, 2017, Prajogo Pangestu which owned
15.32% of t h e ¢ o mauistandingshares, also owned 53.59% of the outstanding shares of Barito Pacific as of April
30 2017.

During the years ended December 31, 2014, 2015 and 2016 and the three months ended March 31, 2017, the company
generated net revenues of US$2.5 billion, US$1.4 billion, US$1.9 billion and US$632.7 million, respectively. During the
years ended December 31, 2014, 2015 and 2016 and the three months ended March 31, 2017, the c 0 mp a ERITDA

was US$134.5 million, US$154.8 million, US$509.5 million and US$172.1 million, respectively and t he company’ s
EBITDA margin was 5.5%, 11.2%, 26.4% and 27.2%, respectively. As of the date of the Prospectus,t he c o mlpng-ny "’ s

term corporate credit was rated "B1" by Moody's and "B+" by S&P and "idA+" by PEFINDO.
2. Competitive Strength

1. Well-positioned to take advantage of strong economic fundamentals and growth in the petrochemical industry in
Indonesia and South East Asia

I ndonesi apesochermialdioducer with a diverse product portfolio

Operational integration to optimize production efficiency, flexibility and cost-savings

Diversified client base and strategically located to supply key customers

Diverse and secure sources of feedstock and raw materials

Robust cash flow and balance sheet underpinned by a prudent financial policy

Highly experienced management team with strong track record of managing and expanding operations

Strong shareholder support

©NGhA~WD

3. Business Strategies

1. IncreasetheCompany’ s capacity and build on the company’s
growth in the Indonesian petrochemical industry

Expand the Co mp a npyodust offerings and further optimize integration along the petrochemical value chain
Maintain and further improve the Co mp a nopérasing standards and cost efficiency.

Ensure management continuity, and acquire and retain talented employees

Leveraget h e c o mipfrastrycture and customer service to maintain long-standing relationships with
customers

arLON

4. Corporate History

The table below sets fortht h e C o mkeg milgstoses:

Year Key Milestone

1988 Incorporation of TPI

1989.... Incorporation of CA

1992 TPI commenced operations of its polypropylene plant, comprising two trains with a nameplate
capacity of 160 KT/A

1993............. TPI completed a de-bottlenecking project for its polypropylene plant to increase its nameplate
capacity to 240 KT/A

1995............. TPI completed a third train at its polypropylene plant to increase its nameplate capacity to 360 KT/A
CA commenced operations of its naphtha cracker with a nameplate capacity of 520 KT/A

1996 ............. Listing of TPI on the Jakarta Stock Exchange

2003 De-listing of TPI on the Jakarta Stock Exchange

2004.... CA commenced sales of mixed C4 products

2006 Apleton Investments Limited, a wholly-owned subsidiary of Temasek Holdings (Private) Limited,

acquired an indirect 30.0% ownership of CA

2007 .....ccueee CA added a furnace at its naphtha cracker to increase its ethylene production to 600 KT/A
CA acquired a 100.0% ownership of SMI with existing styrene monomer plants with a capacity of 340
KT/A

2008 Re-listing of TPI on the Indonesia Stock Exchange

2009.... TPI increased capacity of its polypropylene plant to 480 KT/A

2010............. Issue of senior secured guaranteed notes of US$230 million by CA's wholly-owned subsidiary, Altus
Capital Pte. Ltd.
CA obtained a corporate credit rating of "B2" by Moody's and "B+" by S&P

2011............. Merger of CA and TPI
Completion of a de-bottlenecking project for Co mp a melyprepylene plant to increase its capacity
to 480 KT/A and one of Co mp a npolyethylene plants to 136 KT/A such that Co mp an
polyethylene plants have a combined nameplate capacity of 336 KT/A
SCG Chemicals acquired 23.0% of Company from Apleton Investments Limited, a wholly-owned
subsidiary of Temasek Holdings (Private) Limited, and 7.0% from Barito Pacific.

2013............. Entered into a strategic partnership in the synthetic rubber business with Michelin to establish PT
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Year Key Milestone

Synthetic Rubber Indonesia

Commenced operations of Co mp a rbytddiene plant with a nameplate capacity of 100 KT/A
Limited public offering of C o mp a nshares with pre-emptive rights of approximately US$127.9
million on the Indonesia Stock Exchange

2015............. Completed C o mp a rcsacker expansion project and TAM to increase the nameplate capacity of
C o mp a maphttsa cracker to 860 KT/A
2016............. Public offering of Chandra Asri Petrochemical | Bonds 2016

Upgrade of C o mp a royng-term corporate credit rating from "B2" to "B1" by Moody's, "B+ stable" to
"B+ positive" by S&P
Obtained a corporate rating of "idA+" from PEFINDO

The chart below sets forth C o mp a rcgrgomsite structure as of the date of the Prospectus:

|_45.04% |_30,57% | 15,32% | 5.15% | 3.92%
v
[ 9 Chandra Asr ]
Petroc hermical
|
09,98% 100,
99,00%
& o0,75% 45,00% ¥ L.00%

Catatan:

Q) The company established a joint venture with Michelin to set up SRI in 2013. SRI focuses on manufacturing
ingredients for environmentally-friendly tires. We hold a 45.00% ownership and Michelin holds the remaining
55.00%.

As of the date of this Offering Circular, we have the following subsidiaries and associate companies:

Name of Companies Ownership (%) Line of Business Operational Status Domicile
PT Styrindo Mono Styrene Monomer & Ethyl .
Indonesia ("SMI") 99.99% Benzene Operating Jakarta
PT Redeco Petrolin Tank Lease and Jetty .
Utama ("RPU") 50.75% Management Service Operating Jakarta
PT Synthetic Rubber .
Indonesia ("SRI") 45.00% Synthetic Rubber Development Jakarta
Altus c?.?:gl..;: te. L. 100.00% Finance Operating Singapore
PT Petrokimia
Butadiene Indonesia 99.98% Petrochemical Operating Jakarta
("PBI")
PT Chandra Asri )
Perkasa 99.00% Olefin Development Jakarta
("CAPE")
5. Products

The Company produces the following products:

- olefins, comprising ethylene and propylene, and its by-products such as pygas and mixed Cy;

- polyolefins, comprising polyethylene and polypropylene;

styrene monomer and its by-products, such as ethyl benzene, toluene and benzene toluene mixture; and
- butadiene and its by-products, such as raffinate.

The Company intends to increase the nameplate capacity of its production plants by approximately 850 KT/A by 2020. In
order to do so, the company is currently undertaking a butadiene expansion project, a debottlenecking project for the
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c 0 mp a malyprepylene plant and a naphtha cracker furnace revamp. In November 2015, SRI, t he c o mjoiany’ s
venture company betweent h e ¢ o myhallg-gwnexd subsidiary SMI and Michelin, commenced construction of a new
synthetic rubber plant in Cilegon, Banten to produce synthetic butadiene rubber, the raw material to produce tires.

The Comapny also has several projects in the pipeline, namely the construction of a new polyethylene plant and a new
MTBE and 1-butane plant. The company is also planning to conduct a feasibility study to construct and operate a second
petrochemical complex next to the Co mp a nexistiisg main petrochemical complex in Cilegon.

The following table sets forth the nameplate capacity, production volumes, and proportion of such volumes to the
c 0 mp a total’peduction volume, for the Co mp a npyotusts for the time periods indicated:

For the three
months ended

For the year ended December 31 March 31
Nameplate
Capacity” 2014 2015 2016 2017
(KT/A) KT % KT % KT % KT %
Olefins and by-products
Ethylene 860 561 22.9 339 19.2 771 26.4 214 28.3
Propylene. 470 296 12.1 182 10.3 416 14.2 114 15.1
Pygas 400 181 7.4 118 6.7 237 8.1 62 8.2
MiXed C4 .o 315 180 7.6 108 6.2 248 8.5 69 9.1
Polyolefins
Polyethylene 336 311 12.7 224 12.7 329 11.3 62 8.2
Polypropylene 480 477 19.5 444 25.2 428 14.7 120 15.9
Styrene monomer and by-products.. 340 250 10.4 234 13.6 276 9.7 85 11.3
Butadiene and by-products 100 79 7.3 47 6.1 88 7.1 29 3.8

(1) As of 31 March 2017

The Co mp a nproduxts are sold as key raw materials for the production of a wide variety of consumer and industrial
products. The company sells olefins and by-products, polyethylene, styrene monomer and butadiene in both the
domestic and export markets, and polypropylene in the domestic market. For the years ended December 31, 2014, 2015,
2016 and the three months ended March 31, 2017, 77.1%, 82.4%, 74.0% and 66.6% of the Co mp a ntetdl reet revenue
was derived from domestic sales and the remainder was derived from export sales.

The company appointed PT Sarana Kimindo Intiplas ("SKI") and PT Akino Wahanamulia ("AW") as its sales agents for
some of products to be sold in Indonesia. The agreements are valid for a period of one year and are renewable annually.

The company have 49 staff members as part of its sales and marketing department and the company maintains separate
divisions to support monomers, styrene monomer and polymers sales. The monomers and styrene monomer sales
division consists of 11 staff members, and is responsible for marketing and selling ethylene, pygas, mixed Ca, butadiene
and styrene monomer. The polymers sales division consists of 38 staff members, and is responsible for marketing,
selling and logistics for polyethylene and polypropylene.

6. Major customers
The majority of t h e ¢ o mqustamgrs are located in Indonesia. The company sells its products to a wide range of
customers. By generating sales from a variety of customers, the company believes that its reliance on any single

customer is limited.

The table below sets forth the breakdown of its net revenue to the company top ten customers, which represented 44%
of the company total net revenues for the year ended December 31, 2016:"

Percentage of

Net Revenue Customer
Customer Products (%) Since Location
Customer 1.. Polyethylene, polypropylene 7.4 1995 Indonesia
Customer 2... Ethylene, propylene and styrene monomer 5.1 2002 Japan
Customer 3.. Styrene monomer and butadiene 5.1 2004 Indonesia
Customer 4 .. Polyethylene, polypropylene 4.5 1995 Indonesia
Customer 5 .. Ethylene 4.5 1995 Indonesia
Customer 6 .. Ethylene 4.1 2007 Indonesia
Customer 7 .. Butadiene, raffinate, styrene monomer, C4 3.9 2002 Singapore
Customer 8.. Pygas 3.7 2011 Thailand
Customer 9.. Propylene 2.8 2011 Indonesia
Customer 10 Ethylene 25 2006 Indonesia
Top 10 Customers % Of Net REVENUE .......ccooiiuiiiiriiieieieesie e 43.5

The table below sets forth the breakdown of t h e ¢ o mpearavenues to its top ten customers, which represented
approximately 50% oft h e ¢ o mtpta meyrévenues for the three months ended March 31, 2017:
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Percentage of
Net Revenue

Customer Products (%) Customer Since Location
Customer 1 ....cooeeeeeneeneenees Polyethylene, polypropylene 8.0 1995 Indonesia
Customer 2.... Butadiene, raffinate and styrene monomer 7.6 2002 Singapore
Customer 3... Pygas 6.8 2011 Thailand
Customer 4 ... Ethylene 5.8 1995 Indonesia
Customer 5 ... Styrene monomer and raffinate 5.4 2004 Indonesia
Customer 6.... Ethylene and polyethylene 3.7 2010 Singapore
Customer 7 ... Polyethylene and polypropylene 35 1995 Indonesia
Customer 8.... Ethylene 3.3 2007 Indonesia
Customer 9.... . Ethylene 3.0 2005 Indonesia
Customer 10 ......ccoeceeveereeneens Ethylene 2.9 2006 Indonesia
Top 10 Customers % Of Net REVENUE ..........cccieiiiiiiiiiiiiiiicsee s 49.9

INDUSTRY

Petrochemicals are chemical products derived from petroleum and other hydrocarbon sources. In 2016, total global
industry revenues for the sector were estimated at approximately US$3 trillion. Petrochemicals are used principally as
building blocks for a wide variety of materials and applications. Given the wide diversity of uses, the petrochemical
industry plays an integral role in both manufacturing and consumer sectors. Furthermore, due to limitations of feasible
and economic substitutes, petrochemical products are an essential component of the global economy. Key market end-
use sectors include transportation, packaging, construction, agriculture, textiles, consumer goods and electronics.

Global SEA Indonesia
%

Demand % CAGR Demand % CAGR Demad

gluc:'cdk'“g Derivative oy Dervative andfor 2016 (2017- 2016 (017- 2016 (Cz/gff_
PP (mtpa) 2023) F (Mtpa) 2023 F  (Mtpa) 5o
Ethylene Feedstock for polyethylene 147 3.2 10.3 3.7 1.4 0.5
Packaging, agriculture,
Polyethylene . . 91 3.4 5.7 3.9 1.3 4.4
automotive, construction
Feedstock for
Propylene 97 3.4 6.0 7.0 0,8 14
polypropylene
Packaging, agriculture,
Polypropylene 64 3.6 4.8 4.2 15 4.7

automotive, construction

. Feedstock for SB, rubber
Butadiene . 11 2.4 0,7 55 0,1 17.7
butadiene, ABS

Feedstock for PS, ABS, SB
Styrene 29 1.6 1.3 2.3 0,2 10.5
Latex, rubber UPR, SB

Note: SEA* = South East Asia including Indonesia, Malaysia, Philippines, Singapore, Thailand and Vietnam
Note: CAGR = Compound Annual Growth Rate

Note: mtpa = million tons per annum

Note: F = Forecast Source: NexantGlobalSEA*

The petrochemical industry is a process-based industry which characterised by the following key issues:

- Feedstock inputs: Raw materials typically account for the majority of operating expenses and are
predominantly petroleum based. Therefore petrochemical producers have significant exposure to crude oil
pricing. Given the importance of feedstock, producers with access to low priced gas feedstocks typically have a
competitive advantage and higher levels of profitability over naphtha based producers;

- Regional diversity: Whilst the industry is global, market demand growth for chemicals is highest in developing
regions. The Asian region is a major consumer and demand driver for the global petrochemical industry. This is
attributed to the rapid expansion in the region’s
rising income levels and urbanisation trends. Mature markets such as the US and Europe are also significant in
size but exhibit much lower growth;

- Capital intensity: Economies of scale and continued asset reinvestment to leverage improved technology and
maintain plant equipment are essential to sustain competitiveness. Access to capital is therefore a significant
barrier to entry to the industry. Capital spending is also cyclical and typically follows industry peaks when large
cash flows are more readily available;

- Cyclicality: Demand for petrochemicals is subject to business and economic developments driving cyclicality in
industry profitability. Industry cyclicality is further impacted by supply and the reinvestment in new petrochemical
plant capacity. This process is relatively long with new large scale petrochemical projects taking approximately
five years or more to be fully implemented;
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- Portfolio realignment: Despite a high level of diversity, the industry has also experienced considerable
portfolio realignment and increased levels of vertical integration. This is predominantly driven by competitive
rivalry which has resulted in restructuring, mergers and acquisitions and demergers.

Industry Overview

Key Industry Value Chains

Primary petrochemical building blocks can be divided in the following major categories:

- Chemicals derived from methane (“C1l chemicals”) such

Olefins — primarily include; ethylene, propylene and butadiene
- Aromatics — primarily include; benzene, toluene and xylenes.

The major petrochemical building blocks can be viewed by value chain. These products form the basis of the global
commodity petrochemical industry. Figure 2.1 provides a high level overview of the principal petrochemical value chains
and major applications and end uses.

Figure 2.1 Overview of Principal Petrochemical Value Chains

Building Block Key Derivatives
Ammonia Urea-formaldehyde, fertilizers Agriculture, construction materials and furniture

Major Applications

Methanol MTBE, Acetic Acid, DME Vinyl acetate monomer (VAM) Fuel usage, textiles, packaging and construction materials
Ethylene Polyethylene Packaging, construction materials,

EDC/VCM/PV automotive Construction materials

C Polyester Textiles, packaging, gas treatment and antifreeze

Ethylene Oxide/Ethylene Glycol Polystyrene, EPS, ABS, SB rubber  Packaging, electronics, automotive and construction materials

Propylene Polypropylene Packaging, electronics, automotive and construction
Propylene Polyurethanes materials Automotive, construction materials and furniture

Oxide Super absorbent Polymers Diapers, automotive and construction materials

Butadiene Butadiene Rubber, Styrene butadiene rubber Tyre, automotive, electronics and appliances

Benzene Styrene Polystyrene, ABS, SB Coatings, electronics, composites

Cumene/Phenol/Aceton Rubber Polycarbonate, Electronics, automotive and construction

E Epoxy resins Polyurethanes . . . .
materials Automotive, construction materials

Diphenylmethane diisocyanate (MDI) Polyamides (nylons)
and furniture Textiles, fibers and automotive

motive, construction materials and fur

Xylenes i i rs and packaging

Industry Outlook

Petrochemical industry margins are subject to cyclicality. Changes in supply and demand and resulting plant operating
utilisation | evels (“operating rates”) are key factor
sector. Additionally the sector is highly capital intensive. This also contributes to cyclicality as new investments usually
occur at the same time, following periods of sustained higher profitability. The price of crude oil directly impacts the
production costs and selling prices of most petrochemical products.

Crude oil prices have declined sharply since 2013 due to significant increases in global production. The supply
landscape of crude oil has been enhanced by the further development of U.S. shale oil resources and the removal of
sanctions on Iranian crude oil in January 2016. These factors contributed to a market oversupply and resulted in crude oil
prices falling below US$30 per barrel in Q1 2016. QOil prices have since recovered from those low levels to trade within
the US$40-55 per barrel range from Q2 2016 to Q1 2017. Going forward the current pricing stability is forecast to be
sustained. A modest increase in short term pricing is feasible and supported by OPEC and non-OPEC decisions to cut
production towards the end of 2016. Crude oil prices were marginally higher in Q1 2017 at close to US$54 per barrel.

Petrochemical markets have been exposed to cyclical changes in supply and demand. These changes are usually
closely linked to economic growth patterns, especially in China given its strong manufacturing base. Global supply
continues to increase, with renewed investments in the United States following increased shale gas availability.
Conversely, capacity developments in the Middle East have slowed considerably due to lower availability of advantaged
feedstocks for new projects. Asian capacity also continues to grow rapidly, led by investments in China. European
producers remain heavily exposed to imports penetrating Europe and displacement of uncompetitive material from
traditional export markets.

31

S

as

t hat



Demand for olefins globally is projected to grow at approximately 3.3 percent CAGR (compound average annual growth
rate) over the 2017-2023 period (3.4 and 3.2 percent CAGR for propylene and ethylene respectively) based on a high
rate of current and future investments in propane dehydrogenation (propylene made from propane) and coal to olefin
projects in China. Butadiene demand growth over the same period is forecast at 2.4 percent. Investments in new
downstream derivatives capacity (products from these petrochemical building blocks) are continuing throughout the
Asian region.

Global polyethylene demand was estimated at approximately 91 million tons while polypropylene demand was around 64
million tons in 2016. Those are forecast to grow at approximately 3.4 percent CAGR over the period 2017-2023. Demand
for benzene globally reached 46 million tons in 2016. Nexant forecasts styrene demand to grow at 1.6 percent CAGR
over the period 2017-2023. Principal demand drivers for these petrochemical products are associated with packaging,
automotive, construction and electrical/electronic markets.

Pricing and Profitability

Industry demand is primarily influenced by economic activity while supply is affected by new capacity additions. Capital
spending cycles are a common theme of the petrochemical sector as companies usually have access to large cash
reserves at the same time. In times of economic growth, profitability is high resulting in multiple new investments in plant
capacity. This often results in periods of oversupply as large increments of new capacity are realised at the same time.
This leads to lower pricing and depressed margins for extended periods of time until the new capacity can be absorbed
by new demand growth. Cyclicality also promotes industry restructuring, mergers, demergers and acquisitions. These
factors may also result in capacity rationalisation whereby older, smaller scale, higher cost production units are closed.

Petrochemical industry cycles vary in length. However, historic data suggests that average cycle lengths have been
between 6-11 years in duration, measuring peak to peak. Due to the global nature of the industry (connected through
trade and pricing), the profitability of most commodity petrochemicals tends to follow a similar cycle. Therefore most
products typically demonstrate peak or trough levels of profitability over the same periods. Occasionally, structural
changes in a given market can cause profitability of one sector to diverge from the overall industry cycle.

Figure 2.2 Petrochemical Industry Cyclicality
(Cash margin index —commodity chemicals & polymers)
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Figure 2.2 shows the profitability of petrochemical industry. The profitability is represented by cash index margin. Cash
margin is presented as the price of petrochemical products substracted by production cash cost, excluding financing
cost, depreciation, and tax. The data is based on the average of large petrochemical company in the region. It shows the
projection of average cash margin of the industry.

Asian Petrochemical Profitability

Average industry profitability levels rebounded since a low point in 2012. A good level of profitability has been sustained
over the past two years and indicates a new cyclical peak over this period. Structurally the industry has benefited from
modest supply additions over the period 2013-2016 whilst demand levels have remained steady with some recovery in
the global economy observed through 2014. In 2015, the large drop in both crude oil and naphtha costs also contributed
to improved cash margins for producers. New capacity, particularly in China, has been partially offset by some capacity
closures of non-competitive units in other North-East Asia countries. Profitability has declined modestly in 2016, owing
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principally to increased supply across the propylene value chain, but this was partially off-set by better market
fundamentals for ethylene and butadiene value chains.

With crude oil prices increasing in Q1 2017, petrochemical margins in Asia were contracted for some products. Relatively
weak seasonal demand, around the Lunar New Year holidays, limited price increases for the following products,
polyolefins, propylene and butadiene derivatives. Conversely tighter market supply in ethylene, butadiene and aromatics
resulted in price increases being implemented and improved product margins for integrated petrochemical producers.

Figure 2.3 Asian Petrochemical Industry Profitability
(Annual average integrated cash cost margin)

S 160 90
S Actual Forecast

— 140 89

3

E 120 88 %
c o
S 100 86 5,
a £
= 80 85
o 2
c 60 84

O O
S 40 83

©

> 20 81

&)

E 0 T T 1 80

2007 2009 2011 2013 2015 2017 2019 2021 2023
Operating Rat

Integrated Cash Marc

Note: Integrated cash cost margihdommodity petrochemical products, across all integrated complexes in SEA
Source: Nexant

Asian markets are more heavily influenced by transactions in spot markets, contrary to the preference for contract
volumes in Western markets. Market sentiment and opportunistic purchasing patterns in spot markets promote more
volatility in profitability of Asian operations. However, strength of underlying markets (indicated by operating rates)
remains the principle influence of profitability in the longer term.

In the short-term new capacity additions, primarily in China and the U.S., will put downward pressure on industry
margins. However it is assumed that Asia will lead global demand growth, progressively absorbing major new capacity
additions. The profitability of the Asian petrochemical industry is forecast to fluctuate near the historical average over the
next five years. Future margins are expected to be sufficient to support selective investment in new capacity capturing
some form of cost advantage through feedstock sourcing or downstream integration.

A. PETROCHEMICALS KEY DRIVERS & TRENDS
1. Demand Side Fundamentals

Consumption growth of petrochemicals can be measured by total olefins (ethylene and propylene) demand, which form
two of the key industry building blocks. However, most olefins are used for captive consumption to produce other
downstream derivative products from ethylene and propylene (such as polyolefins) onsite. Therefore, actual consumption
growth of olefins by region does not provide a clear overview of end-user demand. As such consumption of polyolefins
provides a more accurate representation of petrochemicals demand by region as they are consumed directly by end
users in a wide variety of key end uses such as construction, automotive, packaging, agricultural products, textiles and
various consumer goods.

High market growth potential for plastics continues to exist in emerging markets. Key markets such as India (9 million
tons), Indonesia (3 million tons) and other South East Asia (SEA) countries (8 million tons) still have a relatively low
consumption per capita for polyolefins compared to other mature markets such as Japan (6 million tons) and Europe (24
million tons). Consumption growth in emerging markets is supported by high population, rising living standards,
urbanisation trends and infrastructure development. Additionally, material substitution trends (plastics replacing
traditional materials) continues to offer high growth potential e.g. the replacement of paper and card by polyolefins in the
packaging sector.
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Figure 2.4 Polyolefins Consumption per Capita
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Global demand for polyolefins exhibited good growth in 2016. Global demand was estimated at around 154 million tons

in 2016 representing around 4 percent consumption growth over 2015. A high proportion of global consumption growth is
still in China. China’'s total polyolefins demand in 2016
30 percent of the gl obal mar ket . China’s consumptioniisper
lower compared with some mature regions such as Europe (45 kilogram per capita) and the US (60 kilogram per capita).

In contrast many of the emerging markets have very low levels of consumption per capita and present significant growth
opportunities for polyolefins over the forecast period. Indonesia and India currently have very low levels of consumption

per capita for polyolefins at 9 and 10 kilograms respectively.

Future prospects for the global polyolefins market are closely linked to Chinese demand growth and sustained economic
development. Its economy is increasingly benefiting from domestic consumption which is largely responsible for recent
growth. However China continues to go through a transitional period with lower GDP growth year on year forecast, with
GDP forecasts for China in the range of 5.6-6.2 percent between 2017-2023" . This compares with double digit growth.
achieved over the last decade. As a consequence Nexant forecasts total polyolefins consumption growth in China to
slow to 4.4 percent (CAGR) over the period 2017-2023, in line with slower economic growth.

Indonesia has tremendous market potential associated with its large population base. Nexantf or ecast s t ot al
consumption in Indonesia to grow at a CAGR of 4.6 percent over the period of 2017-2023. Other South East Asia is also

wa s
calj

po

expected to show ongoing | evels of consumption gr atvEdst Nexar

Asia to grow at a CAGR of 4.0 percent over the period of 2017- 2023. Overall, total Asia Pacific is forecast to grow at
around 4.3 percent CAGR over the same period.

Demand growth is also highest in developing regions such as Brazil and the Middle East, and Africa which are forecast
to grow at approximately 4 percent per year on average over the period 2017-2023. Although the Middle East/African has
high demand growth, the total current market size of 16 million tons is relatively small, therefore the region remains a
major exporter of polyolefins at between 11-14 million tons per year.

North America and Europe are large markets for polyolefins, but growth rates have been relatively flat in recent years
due to maturity of polyolefin end-uses and low population growth. Nexant forecasts growth at approximately 1-2 percent
per year for both regions over the period 2017-2023. Demand in North America is also supported by the rapid
development of the Mexican economy.

'YMF's Statistic, October 2016
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Figure 2.5 Polyolefins Consumption by Region
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Emerging markets provide significant consumption growth potential for material substitution. Petrochemical polymers are
substituting basic materials such as wood, glass, metals, paper and card in packaging, automotive and construction
industries. This substitution is easily promoted as plastics tend to offer higher performance at a lower cost. This is highly
visible in the food packaging sector where plastic packaging provides increased storage life, hygiene and freshness
compared to traditional paper or fibre packaging. Plastic pipes for water transportation are also proving to be more cost
effective and out performing metal based pipes in construction.

Asia Pacific has become a major consuming region for petrochemicals over the past decade. According to Nexant
analysis, demand growth for polyolefins has been growing at approximately 6 percent CAGR over the period 2007-2016.

This devel opment has occurred |l argely i n acwummg sectars. dlarget he r e

proportion of this manufacturing is for export-oriented goods.

Nexant forecasts demand growth for petrochemicals in Asia Pacific during 2017-2023 to continue to outpace the rate of
new supply additions in the region. As a result, Asia Pacific is expected to remain a significant importer of various
chemical intermediates and polymers.

The following figure provides Nexant'’'s estimate of net
data) in 2016 for major petrochemical products. Net trade is the difference between production and consumption in a
market. Where production is greater than consumption, a market is a net exporter. Where consumption is greater than
production, a market is a net importer.

Figure 2.6 Net Imports of Major Petrochemical Products

(Basis 2016)
Asia Pacific Net Imports (Include Chi China Net Import
Ethylene Glyci ParaXylent
HDPE Ethylene Glyci
Ammonie HDPE
Styrene
Styrene y
ParaXyl PP
araXylene | LDPE
LDPE LDPE
PP Propylene
LLDPE Ethylene
0 2000 4000 6000 8000 0 4000 8000 12000
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Nexant expects that a large proportion of these net imports are for ethylene derivatives such as ethylene glycol,
polyethylene and styrene in the Chinese market.
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Key drivers and trends for global p et r o ¢ h edemhanda(tiusing the forecast period 2017-2023) include the

following:

A Olefins/polyolefins markets are forecast to exhibit growth in-line with global GDP but remain relatively
sensitive to changing economic conditions — consumption is primarily driven by packaging, automotive
and building and construction industries. Consumer spending and confidence tends to promote market
consumption. Demand also benefits from the substitution of basic materials such as glass, metals, paper
and card, which is more prevalent in emerging markets

A Global butadiene market demand is driven by the auto sector and the production of tyres. High levels of
demand are forecasted in emerging markets as car ownership continues to rise and distribution by
truck increases. Supply of butadiene is expected to tighten as demand levels increase as a higher
proportion of ethylene production is forecast to be derived from naphtha feedstock alternatives. This
trend is influenced by increases in lighter feedstock cracking in the Middle East and North America (due to
increased shale gas usage)

A Styrene demand, produced from benzene, is primarily driven by Expandable Polystyrene (EPS) and
Acrylonitrile Butadiene Styrene (ABS). Consumption growth is driven primarily by demand from packaging,
automotive, construction and consumer goods (electrical/electronic) sectors. Material substitution in the
polystyrene sector has resulted in lower demand growth. However, this has been partially off-set by strong
growth for expandable polystyrene (EPS) and acrylonitrile butadiene styrene (ABS). Demand growth is
highly focused in China, Taiwan and other parts of South East Asia.

2. Supply Side Fundamentals

The majority of new petrochemical capacity developments are focused in the U.S, Middle East and Asia (primarily
China). These developments are largely associated with feedstock development trends and can be summarised as
follows:

A U.S. shale gas has resulted in increased feedstock supply, specifically ethane and other natural gas
liquids. As a result, U.S. petrochemical feedstock prices have declined relative to naphtha based regions
where feedstock pricing correlates more closely with crude oil pricing. This has resulted in improved
production cost competitiveness and a surge in new investment interest in the U.S.

A Construction of new refineries in China is driving investments in new naphtha cracking complexes.
Additionally the ¢ o u n tcoaltd chemicals sector is also expanding rapidly based on methanol to olefin
(MTO) conversion technologies. China is also developing various propane dehydrogenation (PDH) to
propylene projects based on imported propane

A The Middle East continues to expand its petrochemicals capacity based on available feedstocks within the
region. However the pace of development has slowed as advantaged low cost feedstocks, such as
ethane, are in tighter supply within the region. New capacity developments are being focused on heavier
feedstocks (LPG and naphtha) and include refinery integration projects utilising naphtha.

Figure 2.7 Ethylene Production Capacity by Feedstock Type

2016 2023
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Others
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44% Cracking
53% NGLs Cracki
44%
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Global ethylene demand is forecast to grow at approximately 3.2 percent CAGR over the period 2017- 2023. This is
aligned with global GDP growth. On this basis actual consumption growth over the period is estimated at around 31
million tons and as a result, significant investment in new ethylene capacity would be required to meet market needs.
Considering world scale cracker sizes of between 1.2-1.5 million tons per annum, total new cracker builds could be as
high as 20-26 new ethylene plants.
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Nexant forecasts total firm net ethylene capacity additions of approximately 25 million tons over the period 2017-2023.
This increase consists of projects that are already under construction or have passed final investment decision. The
timeline to develop a new world scale olefins complex is approximately five years from initial planning to production. This
includes a construction period of approximately 2-3 years.

China has plans to develop both refinery/steam cracker projects as well as methanol-based olefin projects, most of which
are being developed around coalfield methanol. Nexant forecasts that China will add approximately 5 million tons of
additional firm ethylene capacity over the period 2017-2023. In South East Asia, firm capacity additions include Long Son
Petrochemical (LSP) project in Vietnam with a hew 950 000 tons per year ethylene cracker and the RAPID project being
developed in Malaysia by PETRONAS and Saudi Aramco with an ethylene capacity of 1.3 million tons per year. These
projects are expected to start up during 2020/2021.

Figure 2.8 Global Ethylene Firm Capacity Addition between 2017 and 2023
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China is also expanding domestic propylene capacity with a surge in propylene production in China from methanol and
PDH (propane dehydrogenation). The bulk of the methanol-based propylene developments are in inland, coal-rich areas,
whereas most of the PDH plants are in coastal areas giving access to imported propane. Some methanol-based plants
have also chosen coastal locations however, as imported methanol pricing can be competitive with domestic methanol
pricing, and using purchased methanol avoids the restrictive permitting procedures which affect oil and coal-based
chemicals developments in China. Nexant forecasts that China alone adds approximately 10 million of additional
propylene capacity over the period 2017-2023. South East Asia capacity additions are forecast to increase by an
additional 5 million tons over the same period. This includes new projects in India, Vietham and Malaysia.

There are currently no firm ethylene capacity additions forecast for Indonesia. However, new ethylene projects are under
evaluation by the Company, Pertamina and Lotte Chemical Titan.

Figure 2.9 Total Olefins Forecast Capacity Changes
(Million tons, 2017 Vs 2023F)
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Figure 2.10 Total Olefins Capacity and Forecast Capacity Changes
(2017 Vs 2023F)
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The pace of new petrochemical investment in the Middle East has slowed in recent years. This slowdown is attributed to
declining availability of additional low cost ethane throughout the region. The majority of current ethane supply is
allocated to existing olefin projects. As a consequence new ethylene projects in the region are more likely to be based on
mixed feedstock slates. This includes naphtha based projects associated with new refinery builds. Nexant forecasts 7
million tons of additional ethylene capacity in the Middle East over the period 2017-2023.

Shale gas in North America has boosted i nvest ment interest in the region’s petr
for existing petrochemical hubs in the U.S. Gul f Coast re
infrastructure. Exploitation of shale gas reserves is resulting in increased natural gas supply and lower domestic gas

pricing relative to global energy markets which remain driven by crude oil. Ethane supply, co-produced from natural gas

extraction, is also increasing. Ethane has minimum alternative value if not extracted from natural gas and hence its price

is related to the low extraction costs to be monetized and used as feedstock in the petrochemicals industry. This results

in lower feedstock costs for domestic ethylene producers and improved production competitiveness for many polymer

and chemical intermediates sold into export regions.

Nexant forecasts between 10 million tons of additional ethylene capacity over the period 2017-2023 in North America.
The total ethylene capacity expansion in the region consists of both new projects and expansions of existing crackers.
Furthermore many existing crackers have been converted to lighter feedstocks to take advantage of low prevailing
ethane pricing. However, Nexant notes that the competitive advantage on ethane has declined with the recent falling oil
prices post Q4 2014.

B. OLEFINS MARKET

Global and Regional Overview

Base olefins (defined as ethylene and propylene) are regarded as the most commercially important components of the
petrochemical industry and the primary building blocks for various chemical intermediates, polymers and rubbers. Nexant
estimates that the combined consumption of base olefins was approximately 244 million tons in 2016. Nexant forecasts
growth at a CAGR of 3.3 percent over the period 2017-2023. The main consumption drivers are tied to emerging markets
through increasing consumption in plastic packaging, automotive, textiles and construction sectors.

Nexant estimates that approximately 64 percent of base olefins globally are consumed directly to make polyolefins.
Chemical intermediates, such as ethylene dichloride, styrene and cumene account for approximately 19 percent of
consumption and oxides (ethylene oxide/propylene oxide) approximately 12 percent. Other products include synthetic
rubbers and other miscellaneous applications represent approximately 5 percent of demand.
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Figure 3.1 Global Olefins Consumption by End Use
(2016)
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The majority of olefin market consumption is for ethylene which in 2016 accounted for nearly 60 percent of the total, at
approximately 147 million tons with the remaining of 40 percent for propylene. However, Nexant forecasts both ethylene
and propylene to exhibit similar demand growth of 3.2-3.4 percent CAGR over the period 2017-2023.

The bulk of olefins produced tend to be for captive consumption whereby production is typically consumed on site by
adjacent derivative plants. The business model is driven by the high cost of transportation associated with olefins, which
exist as gases at standard temperature and pressure. As a result, merchant market end-users of olefins only represent a
very small percentage of the total market.

Figure 3.2 Global Ethylene Supply and Demand Balance
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Figure 3.3 Global Propylene Supply and Demand Balance
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Olefins demand recovered in 2015, following low growth in 2014. Part of the fall in demand in 2014 was due to the falling
oil price, which triggered widespread destocking (consuming of inventory) in ethylene derivatives. Conversely part of the
recovery in 2015 was also attributed to restocking. The fall in oil prices was itself driven partly by weaker economic
sentiment, particularly regarding recently high performing economies such China, Russia, and Brazil. The global olefin
market grew at 4.1 percent in 2016, relatively the same level of market growth in 2015. Producers are forecasting lower
long term growth in China as the market matures, however current consumption remained fairly robust in 2015-2016.
Economic issues in other regions such as Europe and the US appear to be easing. The US especially is forecast for a
sustained recovery associated with new ethylene derivatives capacity developments tied to shale gas. The European
market recovery appears more fragile in comparison. Polyolefins remain the main drivers of the demand improvement
and consumption driver for the olefins business. Nexant forecasts average utilisation levels to remain fairly steady over
the forecast period at around approximately 85 percent despite significant capacity additions being planned.

China is the largest market for ethylene in Asia, accounting for around one-t hi rd of regi onal d
recent economic issues and a slowdown in the construction of new naphtha cracker complexes, the completion of
numerous new integrated MTO complexes are expected to drive ethylene consumption at relatively high rates over the
coming years. China aims to improve its self-sufficiency in olefins production through making use of its rich coal
resources and by investing in propane dehydrogenation facilities to make propylene. With the large demand base,
Nexant forecasts demand growth levels of olefins in China at a CAGR of approximately 4.1 percent over the period 2017-
2023.

Average industry operating rates for ethylene have been sustained at a good level over the period 2013- 17, averaging
approximately 88 percent against nameplate capacity. However operating rates are forecast to decline gradually post
2017 as new capacity comes on stream. Nexant forecasts an operating low point of approximately 83 percent in 2021
before recovering gradually to a new operating peak forecast for 2025. Industry operating rates for propylene are
forecast to follow a similar trend. However, new propylene capacity additions will take longer to be absorbed by the
market over the period 2020-2022. As a result Nexant forecast average propylene operating rates to be lower over this
period at approximately 85 percent of capacity utilisation.
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Figure 3.4 Overview of Olefins Consumption by Region
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In South East Asia, Malaysia and Vietnam are forecast to exhibit relatively rapid ethylene market growth as a result of
new derivatives capacity additions. New olefin capacity projects are also being assessed in Indonesia by the Company,
Pertamina and Lotte Chemical Titan. However if progressed, these projects are not expected to start production within
the forecast period. Nexant forecasts demand growth levels of olefins in South East Asia at a CAGR of approximately 3.7
percent over the period 2017-2023. Demand for olefins in this region is mainly driven by polyolefins, ethylene
oxide/ethylene glycol, and ethylene dichloride (EDC)/vinyl chloride monomer (VCM).

In the rest of Asia Pacific (excluding SEA and China), demand is mainly concentrated in North East Asian countries
including Japan, South Korea and Taiwan currently accounting for three-fourths of regional demand with the remaining,
approximately 25 percent, in India and others. However, significant demand growth in this region is mainly driven by the
rapid growth in India. India is expected to demonstrate the strongest growth in Asia as a result of the development of new
cracker complexes serving rapidly expanding derivatives markets. The Middle East/Africa region is estimated to grow at
around 3.5 percent over the same period. In contrast, demand growths in Europe and the Americas are forecasted at
approximately 2.6-3.5 percent.

Forecast Pricing and Spreads
Ethylene

Ethylene is a pure commodity, with no product differentiation between different supply sources. Furthermore ethylene is
expensive to transport and not widely traded. Therefore the majority of ethylene production is for captive consumption.

Ethylene economics demonstrate basic commodity theory such that prices are largely dictated by the cost of production
plus a margin. The magnitude of the margin is influenced by the strength of the market as measured by the industry
average operating rate (total production over total capacity). As operating rates rise, absorbing marginal production
capacity, producers can generally command higher margins. The largest cost component of the naphtha cracker is
acquiring feedstock, with around three tons of naphtha required per ton of ethylene. Hence, the ethylene-naphtha price
spread isanindicator of a naphtha cracker’s profitability. Napht
is closely associated with crude oil pricing. Future naphtha prices are forecast to follow trend projections for crude oil.
Meanwhile, the cracker generates significant co-product revenue from sale of propylene, mixed C4 and aromatics co-
products. The value of the co-products tends to increase as respective markets tighten towards the peak of the
petrochemical cycle. Net feedstock costs, after crediting revenue from co-products thus tend to ease towards the peak in
the petrochemical cycle.
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Figure 3.5 Ethylene Price and Naphtha Spread
(Basis: Current US$, South East Asia Market Pricing)

700 95%
S 600
g 90%
% 500
2 -
< 400 ~ 85% &
z P —
E (@)]
g 300 80% =
[ —
5 200 3
3 75% O
o 100 X
&

0 70%

2009 2011 2013 2015 2017F 2019F 2021F 2023F
mmmm Ethylene Delta Over Net Raw Materi
=== Global Operating Rates with Unsanctioned Cz

Global Operating Rates with no Unsanctioned C

Note: 2017 is based on weighted average of actual on year to datfedigsm e forecast at US$55
Brent Crude for the remaining months
- Forecast price is based on Brent Crude at US$65 (2018) and {2833ppeotarrel

Ethylene/naphtha price spreads have exhibited a new industry peak over 2015/16. This peak is attributed to improved
market conditions resulting in higher industry operating rates. Good levels of profitability have been achieved in Q1 2017
as tighter supply resulted in ethylene price increases. Furthermore increased revenues from co-product credits, including
butadiene and benzene, has also contributed to higher levels of profitability. The price spread is forecast to ease
marginally in the medium term, owing to new global capacity additions. However, ethylene profitability levels are forecast
to remain at very good levels over the 2017-19 period. Global ethylene operating rates are forecast to reach a low point
of 83 percent in 2021. Therefore Nexant forecasts a lower ethylene naphtha spread at this time. Ethylene profitability for
standard naphtha crackers in Asia are then assumed to strengthen to a new peak post 2023.

Propylene

The bulk of Asian propylene capacity is composed of co-product processes, with steam crackers supplying nearly half
and refinery upgrading processes contributing more than a quarter of available capacity. Since the majority of propylene
is produced as a co-product, it is generally inappropriate to relate propylene prices to a cost of production. The major
influences on propylene price movements can be attributed to fluctuations in the supply/demand balance and the
cost/value of the incremental supply and alternative uses. Historically, Asian propylene prices track ethylene prices, with
some short term volatility, depending on the relative strength of each market.

South East Asian ethylene markets were oversupplied between 2008 and 2011 as ethylene cargoes were imported from
the Middle East. Meanwhile Asian crackers increased throughput of LPG and lighter feeds, which gave lower propylene
yields. As a result, the propylene market tightened relative to ethylene, and prices outpaced those of ethylene. The
situation has since reversed, as ethylene markets tightened considerably while propylene market weakened due to a
major increase in propylene capacity in China. This is the key factor driving propylene prices, and the price ratio to
ethylene, lower over the period 2015- 16. Propylene markets in Asia Pacific have weakened in Q1 2017 largely due to
lower seasonal demand from the polypropylene sector. Higher levels of propylene supply, from naphtha crackers, also
contributed to lower profitability. Although demand is expected to grow relatively strongly over the forecast period, the
propylene price ratio to ethylene is projected to take time to recover as the current propylene surplus in the region is
consumed.
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Figure 3.6 Olefin Pricing and Propylene: Ethylene Price Ratio
(Olefin: Spot CFR South East Asia, Naphtha: FOB Singapore)
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B. BUTADIENE MARKET

Global and Regional Overview

Butadiene is a feedstock for the production of a wide variety of synthetic rubbers and polymer resins. In the case of
synthetic rubbers, butadiene can be homopolymerised (polybutadiene or butadiene rubber, BR), or copolymerised with a
number of monomers, including styrene (to produce products such as styrene butadiene rubber — SBR, and styrene
butadiene styrene — SBS) and acrylonitrile to produce nitrile rubber (NBR). Butadiene is also consumed in the production
of engineering resins, notably acrylonitrile butadiene styrene (ABS), and naphthalene dicarboxylic acid. Butadiene is
used as a feedstock for hexamethylene diamine (HMDA), laurylactam and now caprolactam for the production of
different nylons.

Global butadiene demand growth was estimated at 3 percent in 2016, after a strong recovery year at 3.8 percent in 2015
due to challenges in the automotive industry and substitution pressure from natural rubber. The automotive sector is a
key driver for butadiene demand, as more than half of global demand is currently for synthetic rubber production. The
end to the slump in crude oil and rubber prices also contributed to a significant rebuilding in inventories of butadiene and
its derivatives, which in turn let to the recovery in butadiene demand in 2015-2016.

Figure 3.7 Global Butadiene Consumption by End Use
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The Asian market has been particularly active building new butadiene and butadiene derivatives capacity, supported
both by upstream developments (refinery and cracker projects) and regional demand, led by the ongoing development of
vehicle and tyre production. The relocation of automotive industries to Asia increased synthetic rubber demand through
tyre production. ABS demand also benefits from a variety of automotive applications, and demand into HMDA for nylon
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6,6 production is driven by use of nylon tyre cord and resin for injection moulded components. Additional global demand
for butadiene in recent years was almost entirely focused in Asia Pacific where significant new derivatives capacity was
established, particularly in China and South Korea.

The market in North America has declined over the last ten years as a result of diminishing supply and competitiveness.
Demand is also under pressure from imports of both commodity elastomers and tyres. The anti-dumping duties imposed
on Chinese tyre imports provided minimal relief for local tyre producers, as other Asian suppliers rapidly replaced the
imports from China. With U.S. producers apparently unable to recover market share in the commodity tyre markets and
tightness on C4s (by-product from naphtha crackers, which contains butadiene) continuing to restrict butadiene supply,
the U.S. butadiene market is set to remain challenged.

The rapid emergence of major automotive markets in developing economies now outweighs the negative effect of the
maturing markets in developed regions. The cost of transporting butadiene remains a significant competitive
disadvantage for non-integrated consumers, but there remain many consumers with import requirements which have a
sufficiently strong downstream position to sustain their businesses. Butadiene supply is comparatively plentiful in much of
Asia, allowing Asian exporters to become increasingly competitive, and thus supporting Asian butadiene consumption at
the cost of consumption in the United States.

Figure 3.8 Global Butadiene Supply and Demand Balance
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Asia is the largest butadiene consumer in the world, representing more than half of global butadiene demand in 2016.
China is by far the largest butadiene consumer in Asia, accounting for 44 percent of total regional demand. Butadiene
consumption in China has tripled since 2000, following substantial capacity development of synthetic rubber and latex,
SBS and ABS in the country. Nevertheless, China still needs to import these elastomers and polymers to meet domestic
demand. In South East Asia, demand for butadiene is mainly concentrated in Malaysia, and Thailand. In Indonesia, SBR
and SB latex dominate butadiene consumption. Indonesia is a large natural rubber and tyre producer and the automobile
production is growing quickly.
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Figure 3.9 Overview of Butadiene Consumption by Region
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Forecast Pricing and Spreads

The cost of mixed C4 feedstock dominates production costs for butadiene, and is the most influential driver of the
butadiene price from the supply side. In addition to butadiene extraction, other alternative uses for the mixed C4 stream,
influences valuation of mixed C4 stream and butadiene production economics.

The key drivers in determining Asian butadiene prices are:

- Cost of production (dominated by mixed C4 feedstock value)

- Inter-regional butadiene price relationship and the cost of freight between regions

- The profitability of butadiene derivative products (most notably, BR, SBR, ABS and latex)

- The price of alternative sources of natural rubber

- The butadiene supply/demand situation (Butadiene supply has been constrained by restricted availability of
mixed C4 feedstock from crackers).

Butadiene profitability climbed sharply in 2011 following a severe shortage of mixed C4 feedstocks. This is attributed to
increases in lighter feedstock cracking for ethylene production. The previously strong profitability had encouraged a
number of investments in on-purpose dehydrogenation and traditional mixed C4 extraction units. Over 2012-2014, China
brought online five dehydrogenation units, along with other capacity additions from other Asian countries resulting in
margins dropping towards historical lows in 2013- 2014. The increase in butadiene supply resulted in a sharp decline in
butadiene prices post 2012. Despite easing feedstock cost pressure, weak Asian butadiene demand depressed
profitability over the 2013-2015 period.

Butadiene prices have been volatile in Q1 2017. Initial price spike resulted in high levels of butadiene profitability in Asia
in early 2017. Higher price | evels were supported by
Lunar New Year. However, pricing levels and have since declined back towards the end of Q1 2017 due to a
combination of increased supply and reduced off-take. Further short term butadiene price spikes may be feasible but are
not expected to be sustained as the supply side of the business is able to correct to meet demand. This includes
additional butadiene production from on-purpose production sources in China. On-purpose butadiene, although higher
cost, is forecast to play an increasingly important role in future industry supply. Therefore average butadiene price
spreads over naphtha are forecast to be marginally higher over the period 2017-2023.
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Figure 3.10 Butadiene Price and Naphtha Spread
(Butadiene: Spot CFR South East Asia, Naphtha: FOB Singapore)
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C. POLYOLEFINS MARKET

Global and Regional Overview

Polyolefins are commaodity thermoplastic polymers consisting of long chains of the monomer ethylene or propylene, and
of these, pol yet hy !l e n e-conssmet thexmoplastic.| THeresare thees rhain typed ef pojyethylene;
Low Density Polyethylene (LDPE), Linear Low Density Polyethylene (LLDPE) and High Density Polyethylene (HDPE).
These plastic polymers are used in a wide range of market segments including consumer goods, automotive,
construction materials, packaging and general industrial and agriculture. LLDPE and LDPE are predominantly used in
film applications for packaging materials. HDPE is a more versatile polymer which is also used in both film and non-film
applications such as containers, bottle caps, crates and pallets etc.

As individual polyolefin, polypropylene had the largest share of the global market, accounting for more than 41 percent.
HDPE had the second largest share, at 26 percent. LLDPE is expected to have the highest short-term and long-term
growth rates and will increase its share of the global market to 20 percent by 2023. Polypropylene will have the second
highest growth rates and increase its share to 42 percent. HDPE will maintain its 26 percent share, while LDPE will see
its share decrease to 13 percent.

Figure 3.11 Global Polyolefins Consumption by Type
(2016)
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Global demand for polyolefins was approximately 155 million tons in 2016 and Nexant forecasts this to grow at a CAGR
of 3.5 percent over the period 2017-2023. The global polyolefins market is increasingly dependent on Chinese demand
growth. Nexant forecasts polyolefin demand in China to grow at approximately 4.4 percent over the period 2017-2023.
Total polyolefins demand in China is estimated at approximately 46 million tons in 2016. The Americas (comprising,
North, Central and South America) continue to show positive growth. Nexant forecasts growth at approximately 2.8
percent CAGR over the period 2017-2023. Demand prospects in North America are supported by the rapid development
of the Mexican economy. The U.S. accounts for about 80 percent of total polyolefins demand in North America. In
Europe, the general improvement in the economy across the majority of Western European countries supported some
positive sentiment in the region. Demand for polyolefins in Europe is expected to grow at around 1.6 percent over the
period of 2017-2023. Polypropylene had the strongest performance of all the polyolefins, outstripping GDP growth.

The Middle East and Africa are comparatively new markets for polyolefins, and are expected to grow at above average
rates. The regions together constitute around 10 percent of global demand, and have a strong growth outlook due to high
GDP and population growth, and currently a relatively low per-capita consumption. Nexant forecasts that polyolefins
demand in the Middle East and Africa would grow at 4.0 percent CAGR over the period 2017-2023.

Asia Pacific is the biggest market at around half of the global demand. Nexant forecasts total consumption growth in the
region at approximately 4.3 percent over the period of 2017-2023, which is above the global average.

From 2013 to 2016, operating rates for polyolefins averaged at over 86 percent. Nexant forecasts industry operating
rates to decline from the current peak as new capacity additions come on stream.

Figure 3.12 Polyolefins Global Supply and Demand Balance
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In South East Asia, Indonesia and Thailand are by far the largest polyolefins consuming countries while Vietnam is
emerging as a competitive manufacturing nation. Nexant forecasts demand growth in South East Asia, where markets
are less mature and product substitution of basic materials is having a greater impact on consumption growth, to grow at
4.0 percent CAGR over the period 2017-2023. In the short-term future, polypropylene is forecast to continue growing at a
faster rate as compared to polyethylene. For polypropylene, demand by end use is different in each country. Injection
moul ding dominates Thailand’ s pol ypropyl erathe largest lemdtusevirhi | e f |
Indonesia and Vietham.
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Figure 3.13 Polyolefins Consumption by Region
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Forecast Pricing and Spreads

Linear Low Density Polyethylene (LLDPE)

The main use of LLDPE is in film and packaging applications, where it competes directly with LDPE. The higher tensile
strength and superior puncture and tear resistance of LLDPE compared to LDPE increases the value to convertors due
to the opportunity to down-gauge and reduce resin consumption.

Prior to 2010, LLDPE prices closely tracked LDPE prices. The discount on LLDPE offset the cost burden to resin
consumers of its inferior processing properties compared to LDPE, allowing penetration into film markets. The relative
position of the two prices has fluctuated recently. Apart from brief divergence over 2010-2011, profitability of LLDPE
production has closely tracked that of LDPE, albeit at a reduced level. Profitability of the two grades of polyethylene tend
to move together, due to direct competition in most applications, and common exposure to ethylene monomer costs.

LLDPE demand in Q1, 2017 has been lacklustre due to a combination of a seasonal slowdown and high inventories. As
a result average prices were reportedly lower and higher ethylene costs were not passed on successfully by producers.
Market demand is forecast to improve in Q2 2017 as end users return to market and restock inventories. Producer
margins are expected to improve over the 2017/18 timeframe as limited capacity additions are forecast in the near term.

Returns for integrated producers are expected to decline post 2019. This decline is supply led, as a significant increase
in new LLDPE capacity is forecast over the period 2017-2023. These additions include ethane based projects in North
America, 3.5 million tons and a combination of naphtha and methanol to olefins projects in China, 2.6 million tons. New
capacity elsewhere in Asia is estimated at approximately 724 000 tons and is limited to several cracker developments in
South East Asia and India. Nexant forecasts a recovery in profitability levels post 2021 as surplus supply is absorbed by
continuing demand growth.
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Figure 3.14 LLDPE Vs. LDPE and Ethylene Prices
(Spot CFR South East Asia)
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Figure 3.15 LLDPE Price Spread
(Basis: Current US$, South East Asia Market Pricing)
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High Density Polyethylene (HDPE)

HDPE competes with several other polymers in its different end use applications. In many blow moulding and injection
moulding applications, HDPE competes directly with polypropylene, with many plastic processors able to switch resin to
the lowest cost alternative.

Prices of HDPE and LLDPE have tracked each other very closely. The ratio of HDPE to LLDPE has sustained a steady
value in a band between 0.94 and 1.02. Recently, Middle Eastern exports to China have been predominantly LLDPE,
putting a pressure on LLDPE prices. Despite rising cost of co-monomer for LLDPE production, very low LLDPE demand
in Asia Pacific in 2012 pushed the ratio above parity. The ratio is expected to maintain close to parity through to 2023,
due to the nature of HDPE/LLDPE swing capacity. Demand levels have been weak in Q1 2017 and this is partly
associated with the seasonal slowdown and Lunar New Year. This, along with new HDPE supply from India, contributed
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to lower profitability in the first quarter. HDPE market conditions are forecast to improve over the reminder of 2017 as
demand growth is forecast to exceed any further supply additions.

Profitability of HDPE and LLDPE production has historically tracked each other very closely. The common production
technologies and the ability some producers have to alternate production between the resins have helped keep both
markets in balance, and converged profitability of both products. Prices for the two products have typically tracked each
other fairly closely considering the similar production costs, dominated by the cost of acquiring ethylene.

Figure 3.16 HDPE Vs. LLDPE and Ethylene Prices
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Figure 3.17 HDPE Price Spread
(Basis: Current US$, South East Asia Market Pricing)
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Polypropylene (PP)

In Asia Pacific, more than one-third of polypropylene is consumed in injection moulding applications, where it competes
directly with HDPE and polystyrene. In 2014, Asian polypropylene prices rose modestly against a decline in regional
propylene prices, resulted from relatively strong ethylene and HDPE markets. Relative high HDPE prices boosted
polypropylene prices, despite lowering propylene cost amid oversupply polypropylene market. As a result, margins for
polypropylene rose and the situation continued through 2015. Despite a further decline in propylene against ethylene
prices in 2015, polypropylene prices remained relatively strong, supporting high non-integrated and integrated margins.
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The margins remained high, but started to decline in 2016 from increasing propylene and polypropylene surpluses.
Polypropylene markets were affected by weak downstream demand from consumer markets and the seasonal slowdown
around the Lunar New Year holiday period. As a result product margins declined marginally as producers were unable to
pass on higher propylene prices.

Nevertheless, with projected weakening ethylene and HDPE markets over the next few years, polypropylene prices are
anticipated to soften against propylene feedstock. Non-integrated cash margins are however expected to remain above
breakeven, owing primarily to a reasonable price spread between polypropylene and propylene prices in the medium
term. Although the margins are not sufficient for non- integrated polypropylene to be constructed, the positive margins
will allow integrated producers to supply incremental resin from propylene purchased in spot markets when economics
are favourable. The trend for moving margins up the value chain is common where the industry sector is highly
integrated. Capturing the margin on the monomer and minimising margin available at the polymer unit deters new
entrants from competing in polymer markets alone.

Figure 3.18 Polypropylene Vs. HDPE and Propylene Prices
(Spot CFR South East Asia)
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Figure 3.19 Polypropylene Price Spread
(Basis: Current US$, South East Asia Market Pricing)
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B. STYRENE MONOMER MARKET

Global and Regional Overview

Styrene monomer (SM) is an important intermediate product used in production of a variety of plastics and rubbers.
Styrene monomer is a true commodity, manufactured in large quantities by similar process technologies with virtually
identical specifications. It is relatively inexpensive to move and is widely traded and exchanged between different
regions. As a result, regional markets are greatly influenced by events in other markets. In addition, as with all
commodities, it is subject to cyclicality.

Polystyrene is the main end-use for styrene, representing nearly 40 percent of total demand. Due to inter- polymer
competition, consumer behaviour changes and technology development, polystyrene continues to be challenged by
competition from other polymers and feedstock costs, thus the growth outlook for polystyrene remains modest and below
global GDP.

Global styrene monomer demand was approximately 29 million tons in 2016 and is forecast to grow at a CAGR of
around 1.6 percent over the period 2017-2023. Asia Pacific is the largest styrene consumer in the world, representing
around 60 percent of styrene demand in 2016. China is the main consumer within Asia, accounting for more than half of
the regional demand, followed by South Korea, Taiwan and Japan.

Styrene consumption in Asia is expected to continue to increase slightly above the global average, primarily driven by the
addition of styrene downstream capacity in China, India and South East Asian countries. Manufacturing competitiveness
in China, India and other Asian countries continues to support global demand growth for many kinds of manufactured
goods and increasing wealth and urbanisation in these countries also continue to drive higher domestic consumption.

Figure 3.20 Global Styrene Consumption by End Use
(2016)

Others
SB Rubber 10%

4%

UPR
5% Polystyrene
38%
SB Latex
5%
ABS
16%
olystyrene
(Expandable)

22%
Total Demand = 29 million tons

Nexant forecasts styrene demand in China to grow at approximately 3 percent CAGR over the period 2017- 2023.
Styrene demand in the Americas has declined while demand in Europe has been flat in recent years due to reduced
levels of manufacturing activity and material substitution in packaging. Nexant forecasts demand growth of less than 1
percent CAGR respectively over the period 2017-2023 in these regions.
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Figure 3.21 Global Styrene Supply and Demand Balance

45 100%

40 Actual Forecast

35 - 90%
o 30 wy B g
—_ | .
o 25 N— o
o 80% 5
c 20 o
2 o
s 15 o
= 70%
= 10

60%
2009 2011 2013 2015 2017 2019 2021 2023
= Styrene Consumpti Total Capacity (with Unsactioned Ca
== == Total Capacity (with No Unsactioned Ce Operating Rates (with Unsactioned Ca
Operating Rates (with No Unsactioned Cs
Source: Nexant

Figure 3.22 Overview of Styrene Monomer Consumption by Region
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Forecast Pricing and Spreads

Most styrene production in Asia is captive, with many producers also producing polystyrene. Where styrene is sold into
spot markets, prices are largely determined by free negotiation between producers and consumers. Prices displayed in
this report are annual averages of the spot CFR South East Asian price and represent the offshore value of material
imported into the region.

Styrene price spreads are structurally higher than seen previously over the 2009-2012 period. This improvement is
attributed to a more balanced market and a slowdown in capacity additions. Operating rates have increased gradually
since 2014 and margins are noticeably higher in the first quarter in 2017. Lower demand in Q1 2017 was partly off-set by
planned maintenance turnarounds. Current price spreads are forecast to decline in the near term as new production
capacity is added to the market. However, post 2022 Nexant forecasts average styrene margins to increase as no further
capacity additions are forecast.
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Figure 3.23 Styrene Monomer Price Spread
(Basis: Current US$, South East Asia Market Pricing)
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THE FOCUS OF INDUSTRIAL COUNTRY

Indonesia

Economic Overview

Indonesian GDP growth has averaged 4.9 percent per year in the past 3 years. Over the forecast period, 2017-2023,

I ndonesia’s outlook remains positive and is assumed to cont
country has put into place an economic planning regime that follows a 20-year development plan, spanning from 2005 to

2025. It is segmented into 5-year medium-term plans, each with different development priorities. The current medium-

term development plan, which is currently in the third phase, runs from 2015 to 2020, focusing, among others, on

infrastructure development and improving social assistance programs in education and health-care. Such shifts in public

spending have been enabled by a reform of long-standing energy subsidies, allowing for more investment in programs to

aid low income earners. With this plan, the manufacturing sector is expected to continue driving polyolefin demand in

Indonesia.

Table 4.1 Profile of Macroeconomic Factors for Indonesia

PROFILE OAACROECONOMIC FACTORS FOR Indonesia

Actual Forecast

Indonesia 2007 2009 2011 2013 2015 2016 2017 2019 2021 2023
Population, million 228 234 242 249 255 259 262 269 275 280
GDP, million current US$ 504466 574658 852762 887726 858951 940953 1031963 1212175 1412202 1640007
GDP, million 2016 US$ 572960 644545 727959 814747 896701 940953 990824 1097042 1210573 1331608
GDP deflator Index (2016 = 10 60.3 69.6 77.0 85.2 96.5 100.0 104.2 1105 116.7 123.2
GDP Real Growth Index (2016

100) 60.9 68.5 77.4 86.6 95.3 100.0 105.3 116.6 128.7 141.5
Economic Measures

GDP/Capita (Current US$) $2,215 $2,453 $3,524 $3,568 $3,362 $3,636 $3,936 $4,512 $5,144 $5,855
GDP/Capita (2016 US$) $2,516 $2,751 $3,008 $3,274 $3,510 $3,636 $3,779 $4,083 $4,409 $4,754
Pop. Growth, percent 14% 14% 18% 14% 13% 1.3% 1.3% 1.2% 1.1% 1.0%
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Real Growth, percent 63% 47% 62% 56% 48% 4.9% 5.3% 5.2% 5.0% 4.8%

GDP Deflator, percent 6.7% 50% 53% 64% 6.4% 3.7% 4.2% 3.0% 2.8% 2.8%
Change in real per capita GD
percent 48% 32% 43% 41% 3.4% 3.6% 3.9% 3.9% 3.9% 3.8%

Exchange Rate ( Rupiah per
US$) 9,140 10,409 8,774 10,438 13,436 13,341 13,534 13,874 14,048 14,224

Source: IM&tatistics, October
2016

According According to the IMF (WEQO October 2016), the global downturn adversely affected the economic performance

of Indonesia, slowing real GDP growth rate to 5.6 percent, 5.0 percent, 4.8 percent in 2013, 2014 and 2015 respectively,

before strengtheningt o 4. 9 percent in 2016. I ndonesia is expected to
economies. According to the IMF, real GDP growth for 2017 - 2020 for Indonesia is expected to be 5.6 percent,
compared to 7.8 percent, 6.0 percent, 6.8 percent, 6.2 percent, 4.8 percent, 3.1 percent, 2.5 percent, 1.3 percent, 1.6

percent, 2.0 percent and for India, China, Philippines, Vietham, Malaysia, Thailand, Singapore, Germany, UK and US,
respectively. Strong Foreign Direct Investment (FDI) inflows have also strengthened the Indonesian economy. According

to Investment Coordinating Board (Badan Koordinasi Penanaman Modal (BPKM)), the FDI in Indonesia was US$24.5bn,
US$28.6bn, US$28.5bn, US$29.3bn and US$29.0bn in 2012, 2013, 2014, 2015 and 2016 respectively.

Overview of Petrochemical Industry

The petrochemicals industry continues to play an important
industry developments were primarily focused in methanol, ammonia and agricultural sectors. Investment in these

sectors has been facilitated by domestic availability of natural gas. However, over the last decade, the Indonesian
petrochemical sector has developed further and has expanded into olefins and olefin downstream derivatives production

including polyolefins. These products are being consumed locally for packaging, construction and the wider
manufacturing sectors.

Government stimulus packages designed to improve basic infrastructure are also further driving domestic demand for
chemicals, primarily for construction materials. With a significant population around 262 million and a significant potential
for material substitution with plastics, potential demand growth of basic chemicals and polymers remains positive over
the medium and long term. The consumption per capita is low compared to other Asian countries but is forecast to
increase.

Indonesia is dependent on imports from other countries to satisfy its consumption of petrochemicals. Total imports of
polyolefins in 2016 are estimated at over 1.5 million tons, with the majority of these imports coming from neighbouring
Malaysia, Thailand and Singapore. Total polyolefin imports are set to remain at around one to two million tons per annum
in the long term.

The Company, Lotte Chemical Titan and Pertamina (state owned company) are each separately evaluating
petrochemical capacity expansion projects in Indonesia. These projects would consist of a new world scale naphtha
cracker and downstream polyolefins plants. However these projects are currently under evaluation. The exact timeline for
these expansions is not certain and hence Nexant assumes no firm capacity additions for polyolefins before 2023.
Therefore net imports of both polyethylene and polypropylene are forecast to remain at high levels.

Nexant notes that the Company is in the process of executing a major capacity expansion over the 2019/2020 time
frame. The expansion will include the following:
- New 400,000 tons per year LLDPE/HDPE swing plant
- Steam cracker debottlenecking resulting in an additional annual capacity of 40,000 tons ethylene and 20,000
tons propylene
- Butadiene expansion resulting in an additional 37,000 tons per year
- New MTBE and Butene-1 plants at capacities of 130,000 and 43,000 tons per year respectively.

The Company will utilise butene-1 as a co-monomer for its polyethylene production and therefore reduce the need for
imports. MTBE production will be sold domestically for gasoline blending. Domestic MTBE demand in Indonesia is
estimated at approximately 170,000 in 2016 of which more than 100,000 tons is currently imported.

Additionally, Synthetic Rubber Indonesia (SRI), a 55:45 joint-venture between Michelin and PT Petrokimia Butadiene
Indonesia (PBI) plans to start-up a new polybutadiene rubber (PBR) and styrene butadiene rubber (SBR) production
plant with a total capacity of 120,000 tons per year by 2019. PBI is a wholly owned subsidiary of the Company.

The Company is evaluating the construction of a second integrated facility to be located on a site adjacent to its existing

complex. This would comprise a one million tons per year ethylene plant, together with polyolefins and aromatics
facilities. The facility is planned to start production around 2023.
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Table 4.2 Overview of Indonesian Petrochemical Industry

Products Capacity 2016 Demand 2016  Net Export 2016 CAGR CAGR
(Thousand (Thousand (Thousand
(2009-2016)  (2017-2023)F
Tons) Tons) Tons)
Ethylene 860 1384 -619 3.1 3.1
Propylene 1078 811 -8 5.3 17
Butadiene 100 64 6 3.6 17.7
Polyethylene 790 1317 -653 21.2 13.1
HDPE 390 607 -249 7.5 4.4
LLDPE 400 510 -204 8.5 4.7
LDPE 0 200 -200 5.2 4.0
Polypropylene 765 1513 -860 7.9 4.7
Styrene 341 185 56 1.0 10.5
Table 4.3 Overview of Major Indonesian Petrochemical Producers
(2016)
Lotte
. . ) ) . Sulfindo
Capacity ('000 tons per year) Chandra Asri  Chemical Pertamina Polytama Asahimas Adiusaha TPR Others
Titan
Ethylene 860 - - - - - - -
Propylene AT0 - 608 - - - - -
LLDPE 200 200 - - - - - -
HDPE 136 250 - - - - - -
Polyoropylene 480 - 45 240 - - - -
Ethylene Dichloride - - - - bdd 370 - -
Vinyl Chloride Monomer - - - - 74 130 - -
Polyiny Chloride - - - - 207 95 - 202
Ethylene Oxide - - - - - - - 240
Ethylene Glycol - - - - - - - 220
Aerdic Acid - - - - - - - 140
Butanal - - - - - - - 20
Ethyhexanol - - - - - - - 140
Py-Gas A00 - - - - - - -
Crude C4 315 - - - - - - -
Butadiene 100 - - - - - - -
Benz=ne - - 125 - - - 400 -
Para-¥ylene - - 298 - - - 40 -
Styrene 340 - - - - - - -
Total 3,301 450 1,076 240 1885 535 940 962

Indonesian Olefins Supply, Demand and Trade

In 2016, total olefins (ethylene and, propylene) capacity in Indonesia was approximately 1.9 million tons. The Company
holds a majority of domestic capacity with an estimated share of 69 percent of the domestic olefins market in 2016. The
Company is the sole domestic producer of ethylene with a current ethylene capacity of 860 000 tons per annum.
Ethylene is expensive to transport and is typically moved via pipeline. The Company has a good competitive position
within the domestic ethylene market, especially on a delivered basis to end users within close proximity to its plant. The
Company also has 470,000 tons per year of propylene as a by-product from its steam cracker. Pertamina has a total
propylene capacity of around 608,000 tons per year at present which is integrated with its refineries.
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Figure 4.1 Olefins Domestic Market Share
(Ethylene and Propylene, 2016)
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The majority of these imports are supplied from neighbouring Malaysia, Thailand and Singapore, as well as from Saudi
Arabia. There are currently no firm capacity additions forecast for olefins in Indonesia. However various companies are
assessing new investments and it is feasible that new olefins capacity could be realised post 2023. The Company is also
evaluating further new expansion projects. As part of this plan the Company is planning a new naphtha cracker and
derivatives project.

Figure 4.2 Overview of Domestic Olefins Net Trade
(With no Unsanctioned Capacity)
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The outlook for domestic olefins demand is forecast to grow at approximately 4 percent CAGR over the period 2017-
2023. This growth is largely driven by the construction of a new 400,000 tons per year LLDPE/HDPE plant by the
Company. The new plant is scheduled to start production in Q3 2019.
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Figure 4.3 Ethylene Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Figure 4.4 Ethylene Supply, Demand and Trade — Indonesia
(With Unsanctioned Capacity at a million tons per year)
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Figure 4.5 Propylene Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Indonesian Butadiene Supply, Demand and Trade

Demand for butadiene in Indonesia is expected to grow at 14 percent per year over the period of 2017- 2027. This
growth estimate is supported by expansions of existing domestic butadiene derivative product capacity. These include
60,000 tons per year of polybutadiene rubber (PBR) capacity and 60,000 tons per year of solution styrene
butadiene rubber (sSBR) capacity by 2018 by PT Synthetic Rubber Indonesia (SRI). SRI is a joint venture company of
the Company and leading global tyre producer Michelin.

PT Petrokimia Butadiene Indonesia — a subsidiary of the Company —c o mmi ssi oned the country’s fi
100 000 tons per year in late 2013. The Company is in the process of expanding the plant. Total capacity is set to be

increased up to 137 000 by Q2 2018. There are currently no additional firm butadiene capacity additions forecast.

However new capacity may be feasible post 2023 as part of a wider naphtha based ethylene projects.

Prior to 2013, butadiene demand in Indonesia was solely met by imports. Following the start-up o f the Compan
100,000 tons per year production capacity in late 2013, Indonesia became a small net exporter of butadiene with the

surplus amount supplied to China and South Korea. Indonesia is forecast to return to a net import position following the

startup of Synthetic Rubber I ndonesia’s new PBR and SBR plants

Figure 4.6 Overview of Domestic Butadiene Net Trade
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In 2016, Indonesia consumed around 64 000 tons per year of butadiene of which PBR and SBR are key derivatives.
Nexant forecasts demand growth of butadiene at a CAGR over 17 percent over the period of 2017-2023 as a result of
envisaged PBR and SBR capacity additions resulting from demand from the Indonesian automotive industry. This
underpins butadiene demand growth over the forecast period while butadiene supply is expected to be insufficient.
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Figure 4.7 Butadiene Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Indonesian Polyolefins Supply, Demand and Trade

Indonesia has four producers of polyolefins; the Company, Lotte Chemical Titan, Pertamina and Polytama. The
Company is the only petrochemical producer with integrated operations into naphtha cracking. Therefore the Company is
believed to be the lowest cost producer of polyethylene in Indonesia. The Company is also the largest producer of
polyolefins in Indonesia with a combined capacity of approximately 816,000 tons per year and the only domestic
producer of impact copolymer polypropylene. Domestic polyolefin producers have a competitive advantage within the
domestic market. This is primarily due to their relative proximity and lower transport costs compared with external
competitors.

Figure 4.8 Overview of Indonesian Polyolefins Domestic Market Share
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Indonesia is a net importer of polyethylene and polypropylene. In 2016, total net imports of polyethylene and
polypropylene were approximately 653,000 and 860,000 tons respectively and account for 53 percent of the total
domestic polyolefin market demand. The majority of these imports originate from Malaysia, Singapore, Thailand and the
Middle East. Overall, Nexant forecasts Indonesia to remain as a major net importer of polyolefins over the period 2017-
2023. A reduction in polyolefin net imports is contingent on the successful completion of future planned projects. The
addition of a new LLDPE/HDPE swing facility by the Company is forecast to start-up in Q1 2020. Therefore total net
import requirements are expected to decline marginally post 2019. Additional polyolefins capacity, with cracker
integration, appears unlikely over the forecast period. This type of project would take approximately five years to
complete. Nexant notes that various cracker projects are under evaluation, therefore new capacity additions are a
realistic prospect post 2023.
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Figure 4.9 Overview of Domestic Polyethylene Net Trade
(With no Unsanctioned Capacity)
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Figure 4.10 Overview of Domestic Polypropylene Net Trade
(With no Unsanctioned Capacity)
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Indonesia consumed approximately 2.8 million tons of polyolefins in 2016 and Nexant forecasts demand growth at 4.4
percent CAGR over the period 2017-2023, which is aligned with | ndonesi a’s GDP forecast gro
consider unsanctioned projects in its forecasts.
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Figure 4.11 Polyethylene Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Figure 4.12 Polyethylene Supply, Demand and Trade — Indonesia
(With Unsanctioned Capacity at a million tons per year))
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Figure 4.13 Polypropylene Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Indonesian Styrene Monomer Supply, Demand and Trade

PT Styrindo Mono Indonesia, a subsidiary of the Company, is the only styrene monomer producer in Indonesia with a
total capacity of 340,000 tons per year. Indonesia is the fourth largest exporter in Asia Pacific, primarily supplying to
China, Malaysia and Thailand. Total exports of styrene were estimated at 56,000 tons in 2016.

Domestic drivers for styrene consumption are associated with the consumption by downstream derivative products such
as polystyrene, SB Latex and UPR. In 2018, PT Synthetic Rubber Indonesia (SRI), a 55:45 joint-venture between
Michelin and PT Petrokimia Butadiene Indonesia (PBI) plans to start-up a new SBR (styrene butadiene rubber) which
would require styrene as a raw material. Therefore this project is set to boost domestic styrene demand and reduce
overall styrene export volumes over the forecast period. Overall, domestic demand is estimated to grow at an average of
over 10 percent per year over the period of 2017-2023.

Figure 4.14 Overview of Domestic Styrene Monomer Net Exports
(With no Unsanctioned Capacity)
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Figure 4.15 Styrene Monomer Supply, Demand and Trade — Indonesia
(With no Unsanctioned Capacity)
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Regulatory Framework

Indonesia has underlined the oil, gas and coal based chemical industry as one of the ten priority industry groups to be
developed under the Master Plan of National Industry Development Year 2015-2035. The overarching law regulating oil
and gas activities in Indonesia is Law No. 22 of 2011 Concerning Oil and Natural Gas dated 23 November 2001

( L'aw No. 22”), with the following objectives:

- Guarantee effective, efficient, highly competitive and sustainable exploration and exploitation of the strategic

and non-renewable state-owned oil and gas through an open and transparent mechanism;

- Assure accountable processing, transport, storage and commercial businesses through reasonable, fair and

transparent business competition

- Guarantee the efficient and effective supply of oil and gas as a source of energy and to meet domestic needs

- Promote national capacity to be more competitive in national, regional and international level;

- Increase state income to contribute vastly to the national economy and develop and strengthen Indonesia’s

trade and industry position;

- Create jobs, enhance public welfare and prosperity equitably, while maintaining the conservation of the

environment.

Law No.22 stipulates that upstream activities
entity/permanent establishment and the executing agency (SKK Migas). Downstream activities are controlled by
business licenses issued by the regulatory agency (BPH Migas). SKK Migas and BPH Migas supervise upstream and
downstream activities respectively to ensure resource conservation, resource management, good practice of safety and
technical norms, environmental conservation, and development of local capabilities. The key relevant laws governing the

downstream sector include:

- The Law No. 30 of 2007 on Energy, providing a legal framework for overall energy sector;
- Law No. 25 of 2007 on Investment, regulating investment matter in Indonesia;

- Law No. 40 of 2007 on the Companies Law, providing obligations for companies undertaking business activities

in the natural resources field to perfom social and environmental responsibilities;

- Law No. 32 of 2009 on Environmental, providing compliance with environmental quality requirements and

permits;

- Law No. 41 of 1999 on Forestry, which prohibits oil and gas activities in protected forest areas;

- Bank Indonesia Regulation No0.16/22/PBI/2014 on the reporting of foreign exchange activities and the reporting
of the Implementation of prudential principles in the management of non-bank co r p o r aoffsharerbor®wing;

- Bank Indoneisa Regulation No. 16/10/PBI/2014 on Foreign Exchange Export Revenue and Drawdown of
Offshore Borrowing as amended with Bank Indonesia Regulation No. 17/23/PBI1/2015 on the reporting obligation
of the export activities and foreign exchange

- Bank Indonesia Regulation 17/3/2015 from Bank Indonesia regarding mandatory use of Rupiah for cash and

non-cash transactions in Indonesia;

- Minister of Energy and Mineral Resources Decree N0.31/2013 on Expatriate Utilisation and the Development of

Indonesian Employees in the Oil and Gas Business.
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The

Ministry of Energy and Mineral Resources ( MoEMR)
policy, ensuring that the related business activities are in accordance with the relevant laws and regulations, and
awarding contracts. It is also responsible for the National Masterplan for the transmission and distribution of natural gas.

The MoEMR is divided into directorates with the Directorate General of Oil and Gas (DGOG) responsible for the

preparation, implementation, direction, supervision and implementation of various policies in oil and gas industry.

BPH

Mi gas

was established on 30 December 2002

activities as regulated under Articles 46 and 47 of Law No. 22. BPH Migas is charged with assuring sufficient natural gas
and domestic fuel supplies and the safe operation of refining, storage, transportation and distribution of gas and
petroleum products via business licences.

THE FOCUS OF INDUSTRIAL COUNTRY

Competitive Positioning

The cost of producing petrochemicals varies greatly by location around the world. The principal factors in determining
operating costs are linked to the cost of the prevailing feedstock. However, secondary cost advantages are associated
with the following key points:

Plant scale (and its influence on fixed costs)

Utility costs

Technology/complexity
Co-product credit (valuation of by-products in production)
Fixed costs (location issues).

Currently, the lowest cost olefin producers are based in the Middle East. Leader ethylene crackers in the region are
typically 100 percent ethane-based, although recent capacity additions are on mixed-feed cracker designs rather than on
a 100 percent ethane feedstock basis. Ethane is usually supplied at a fixed price that is considerably below market price
levels available in Europe or the U.S., with no linkage to the wider energy market.
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Figure 5.1 Global Ethylene Cost Curve
(Cash Cost Basis: 2016, Brent Crude Oil at US$44 per barrel)
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Figure 5.2 Global Ethylene Cost Curve
(Different Oil Scenarios: 2021)
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With gas and ethane prices in North America currently falling to relatively low levels, gas-based ethylene facilities in
North America are considerably more competitive than naphtha crackers in various regions. However, the ethane
crackers in North America still incur slightly higher cash costs than the ethylene plants in locations such as Venezuela
and Africa, where there is good accessibility to low cost feedstock gas.

Naphtha crackers in the world incur a range of cash costs; for example, naphtha crackers are estimated to be more

competitive in South East Asia than in Japan and Western EuU
other naphtha based producersin SouthEast Asi a. The Company’s overall competitiv

capacity expansion in 2016. Further enhancements to its cost position include upgrading of mixed C4 streams to higher
value butadiene.

Ethylene plants in China and Europe cracking gas oil and heavy feedstocks are broadly the high-cost producers in the
global industry.

Ethylene is mainly produced from two different feedstocks (oil and gas) via steam cracking process. Oil- based ethylene
feedstocks such as naphtha and condensate produce a greater proportion of propylene and butadiene per unit of
ethylene produced while gas feedstocks such as ethane produce almost exclusively ethylene.

In general, naphtha-based plants offer the highest cost route to ethylene production (via steam cracking). These
operations have no noticeable feedstock advantage and are highly capital intensive due to the complexity of the facility
required to separate and utilise co-product streams.

Olefins
Olefins supply in South East Asia primarily consists of regional companies operating from a domestic base. However,

international players, including Shell Chemicals, ExxonMobil and Sumitomo, also have olefins capacity in the region. All
major olefins producing companies have forward integration into polyolefins. A number of producers, including PTT

Gl obal Chemical, PCG (“PETRONAS Chemicals Group”) and

derivatives including styrene, ethylene oxide and ethylene glycol.

The Siam Cement Group (SCG) completed an agreement to purchase a 30 percent equity stake in the Company in
September 2011. The Company successfully expanded its steam cracker to 860 000 tons per year in 2016. SCG is also
focusing on building a new ethylene cracker with a capacity of 950 000 tons per year in Vietham for Long Son
Petrochemical (LSP) Project in Vietnam. The LSP project is scheduled to start-up in 2020/2021.

The RAPID project currently being developed by PCG in Malaysia and Saudi Aramco will include around 2 million tons

per year of olefins capacity as well as its downstream derivatives. The project is scheduled to commence production in
around 2020 and is integrated with a new 300 KBPD refinery.
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Figure 5.3 South East Asia Ethylene Capacity by Country
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Notes:
- SCG plans to build new ethylene capacity of 950 000 tons per year and propylene capacity of 450 000 tons
per year. The project, located in Vietnam, is referred to as Long Son Petrochemicals (LSP) and is scheduled to
start-up date around 2020/2021. PetroVietnam is a partner in the project
- PCG/Aramco (under RAPID project in Malaysia) plans to build up new ethylene capacity of 1.3 million tons and
propylene 663 000 tons per year in 2020.
Polyolefins

Polyolefins supply in South East Asia largely consists of regional players operating from a domestic base. In terms of
regional market share the top three producers; ExxonMobil, SCG, and PTTGC account for over 54 percent of regional
polyolefins capacity. Additionally, major international players such as Sumitomo and Chevron Philips also have an
operational presence in the region. Leading polyolefin players typically produce most product grades (HDPE, LDPE,
LLDPE and PP).
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Notes:

Figure 5.5 Top Ten Polyolefins Producers in South East Asia
(Capacity basis 2016)
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SCG (under LSP project in Vietnam) plans to add around 1.4 million tons of total polyolefins along with a new ethylene
capacity of 950 000 tons per year and propylene capacity of 450 000 tons per year post 2020

IRPC, a subsidiary of PTT, plans to add a total 300 000 tons per year of polypropylene in 2017. Additionally, PTTGC plans to
add a 300,000 tons per year of LLDPE in 2018

PCG (under RAPID project in Malaysia) plans to add around 1.4 million tons of total polyolefins along with a new ethylene
capacity of 1.3 million tons and propylene 663 000 tons per year in 2020

The Company plans to construct a new world-scale LLDPE/HDPE swing plant. The project will utilise available ethylene
supply from the company’'s Cilegon petrochemicals compl ex

Styrene Monomer

Total styrene monomer capacity in South East Asia is approximately 2 million tons in 2016. The supply base consists of
five companies but is led by Ellba Eastern, the Shell/BASF joint venture located in Singapore. Ellba Eastern has an
estimated capacity share of around 26 percent. SCG and Shell are ranked the second SM is produced using
conventional technology via the alkylation of benzene with ethylene. Its production economics are principally driven by
the cost of ethylene and plant scale. However, in Singapore, styrene production is fully upstream integrated. Styrene is
produced from propylene-oxide- styrene monomer (POSM) route that produces propylene oxide as a co-product from its
propylene oxide plant. This process is often referred to as POSM.

Figure 5.6 Styrene Monomer South East Asia Producers
(Capacity basis 2016)
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DIVIDEND POLICY

TheCompany'’'s current dividend policy is to pay dividends to i
C o mp a ncgnsalidated net profit. The Company intends to adhere to this dividend payout ratio after the Offerings
based on its net income in the year 2017 and any net income in subsequent years. The C o mp a ndivideads will be
subject to its cash flow and investment plans, as well as requirements imposed by the Co mp a nindébtedness,
regulatory restrictions and other requirements. There are no negative covenants in the existing financing arrangements
which restrict the company’s ability to distribute dividends

Under Indonesian law, the payment of final dividends is required to be approved by shareholders at the annual general
meeting of shareholders upon the recommendation of the board of directors, subject to the requirements under Law No.
40 of 2007 on t helLaxChom4D/2007” €la additony if the' Company has positive net income in any
financial year, the Company must first set aside part of its earnings as a reserve fund and the remaining amount may be
distributed as dividend to shareholders, based on a recommendation from the Company's Board of Directors, upon
obtaining the necessary approval from shareholders in accordance with the prevailing laws and regulations (as well as
the relevant regulations of the stock exchange on which its Shares are listed).

The decision to pay dividends is otherwise subject to the Co mp a nearhisgs, financial and liquidity condition,
compliance with prevailing |l aws and regulations and any oth
Directors and, to the extent a decision is made to pay dividends, dividends will be declared in U.S. dollars and paid in

Rupiah at the spot rate at the time of payment.

In addition, pursuant to FSA Regulation No. 32/POJK.04/2014 dated 8 December 2014 on Plan and Implementation of
General Meeting of Shareholders of Public Companies ("FSAR 32/2014"), dividend payments must be made no later
than 30 days after the announcement of the summary of minutes of the general meeting of shareholders approving the
dividend payment. Holders of Shares on the applicable record dates will be entitled to the full amount of dividends
approved, subject to any Indonesian withholding tax imposed. The Company’ 8oard of Directors may, in its discretion,
change the Company’ dlividend policy at any time, subject to approval of such change at a general meeting of
shareholders.

The Company’ s$nay also distribute interim dividends, provided that (i) the interim dividend does not result in its net
assets becoming less than the total issued and paid up capital and the compulsory reserves fund and (i) the distribution
of the interim dividend will not cause the Company’ $o0 breach any covenants with its existing creditor(s) or adversely
affect the Company’ $usiness activities, based on recommendation of the Board of Directors, upon obtaining approval
from the Board of Commissioners. In the event that the Company’ suffers losses after the end of the relevant financial
year, the interim dividend that was distributed to the shareholders must be returned to the Company’ .sThe Company’ s
Board of Directors and Board of Commissioners will be jointly and severally responsible if the interim dividend is not
returned to us.

The new shareholders in connection with the Limited Public Offering Il shall have equal rights, including the right to
receive dividends that are equivalent in every respect to those of the C o mp a rother shareholders.

The following table shows the cash dividend that was declared and paid by the Company’ #r the time periods indicated:

Year Final
Dividend Final
was Dividend Interim Interim Dividend Dividend Final Dividend Payout
Financial Year Declared Declared Dividend Payment Date Paid Payment Date Ratio®
(Uss (Uss (Uss
millions) millions) millions) (%)
2015 4.5 - - 4.5 July 10 2015 25
2016 105 - - 10.5 June 30 2016 40
2017 150.0 32.9 September 15 2016 117.1 23 May 2017 50

Notes:
(1) Dividend payout ratio is calculated using dividend declared over net income from previous financial year.
(2) the Company pays dividends in Rupiah.
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TAXATION

As a Taxpayer in general, the Company has the obligation to pay Income Tax (PPh), Value Added Tax (PPn) and Land &
Building Tax (PBB). The Company has complied with the tax obligation in accordance with the applicable legislation. On
the date of publication of the Prospectus, the Company has no unpaid tax.

PROSPECTIVE PRE-EMPTIVE RIGHTS HOLDERS IN THE LIMITED PUBLIC OFFERING Il ARE EXPECTED TO
CONSULT WITH THEIR RESPECTIVE TAX CONSULTANTS REGARDING THE TAXATION CONSEQUENCES
ARISING FROM THE PURCHASE, OWNERSHIP OR SALE OF PRE-EMPTIVE RIGHTS OBTAINED THROUGH THE

LIMITED PUBLIC OFFERING II.

SUPPORTING INSTITUTION AND PROFESSIONS

The Capital Market Supporting Institution and Profession who participate in the framework of Limited Public Offering I
shall be as follows:

Public Accountant . | Satrio Bing Eny & Partners
(member of Deloitte Touche Tohmatsu Limited)
Legal Consultant . | Assegaf Hamzah & Partners
Notary . | Fathiah Helmi, S.H.
Securities Administration Agency : | PT Raya Saham Registra

THE CAPITAL MARKET SUPPORT PROFESSION HAS COMPLIED WITH THE PROVISIONS UNDER THE
GOVERNMENT REGULATION NO. 11 OF 2011 ON FINANCIAL SERVICES AUTHORITY CHARGES.

SUBSCRIPTION REQUIREMENTS

The Company has appointed Securities Administration Bureau PT Raya Saham Registra as Shares Administration
Operational Manager and as the Operational Agent for Rights Issue Il (Agen Pelaksana PUT Il) of the Company
pursuant to Akta Perjanjian Pengelolaan Administrasi Saham dan Agen Pelaksanaan Dalam Rangka Penawaran Umum
Untuk Penambahan Modal Dengan Memberikan Hak Memesan Efek Terlebih Dahulu 1l No. 87, drawn up before Fathiah
Helmi, S.H., Notary in Jakarta.

1. Distribution of Rights

Shareholders who hold shares through depositary facilities of KSEI will receive their Rights electronically through the
account registered in KSEI through the securities account of the Securities Company or Custodian Bank at the latest 1
(one) Trading Day after the recording date in the shareholder register for the Qualifying Shareholders, being Recording
Date in August 1, 2017. The Prospectus and its guidelines will be distributed by the Company through KSEI which can
be obtained by the shareholders from each of the respective Securities Company or Custodian Bank.

For the shareholders whose shares are not included in the collective custody in KSEI, the Company will issue the Rights
Certificate on behalf of the Shareholders, which can be obtained by the Qualifying Shareholders or its proxy in Registrar
on every working days starting from August 2, 2017 by bringing:

- A copy of valid identification document (for the individual holder) and a copy of the articles of association (for
non-individual holder). The shareholders are also obliged to show the original of a copy of such documents.

- Original of the power of attorney (if being authorised) along with a copy of valid identity of the proxy and
authorizer (original of the identification document of the proxy and Qualifying Subscriber must also be shown).

2. Qualifying Subscribers

Shareholders whose names are legally registered on July 31, 2017 at 16.00 WIB in the Shareholders Register of the
Company reserves the right to subscribe Rights Shares and/or in accordance with this Rights Issue Il provided that each
holder of 47 (forty seven) existing shares is entitled to up to 4 (four) Rights where each holder of 1 (one) Rights is entitled
to purchase 1 (one) Rights Shares with the nominal value of Rp 18,000 (eighteen thousand Rupiah) — 22,000 (twenty
thousand Rupiah) at the Exercise Price to be determined subsequently, which shall be fully paid at the time Shares
Subscription and Purchase Form is submitted.

The sharehol ders entitl ed QuaifyipybShactolles )t me eSkaar é oRIl olwt s ( “

- The shareholders hold the Rights Certificate whose name contained therein or the shareholders whose Rights
obtained legally pursuant to the prevailing laws and regulations; or

- The shareholders hold the Rights electronically listed in the Collective Depositary in the Indonesian Central
Securities Depository (KustksHI" pnuBeuntial Ehekl asdoneadian



The subscriber may be consisted of individual, Indonesian citizen and/or Foreign and/or Institution and/or Legal Entity,
either Indonesian/Foreign as governed under Capital Market Law together with its implementing regulations.

To expedite and fulfill the registration schedule of the Qualifying Shareholders, the shareholders hold the scripted shares
of the Company intend to use its rights to own the Rights and yet to perform the registration transfer of shares ownership
are advised to register at the Share Registrar prior to the registration deadline of the Shareholders, being
August 8, 2017.

3. Rightsissue Trading

The Rights may be exercised from August 2, 2017 until August 8, 2017.

- The Rights holder holding rights held through the depository faciliies of KSEI may exercise its Rights by
instructing its Securities Company or Custodian Bank appointed as the securities manager. Further, its
respective Securities Company or Custodian Bank will request for the exercise through Central Depository i
Book Entry Settlement System (C-BEST) in compliance with the regulated procedures by KSEI. In instructing
the exercise, the Securities Company or Custodian Bank shall comply with the following terms:

o The Rights Holder shall make available the exercise fund of the Rights at the time of the request.
o The Fund sufficient for the Rights and the payment for the exercise of the Rights shall be available in
the securities account of the Rights holder intending to exercise its Rights.

On 1 (one) following day, the KSEI will deliver the List of Rights Holder in the Collective Custody in KSEI and deposit the
payment fund for the exercise of Rights to a bank account established for the purposes of the Right s | ssue (“ Ri ght :
Account ")

The Rights Shares resulting from the exercise of Rights will be distributed by the Company Share Registrar electronically
to the designated account by KSEI which then distributed to the securities account of the respective Rights holder which
exercising its Rights through KSEI. The Rights Shares resulting from the exercise of Rights will be distributed by the
Company/our Share Registrar at the lates 2 (two) days following the request of exercise has been accepted by KSEI in
good funds in the Rights Issue Account.

- The Rights Holders in the form of script shares/Rights Certificate shall submit the request for the exercise of
Rightstot h e c¢ o m$hareRegisrar, by submitting the following documents:

o The complete and signed original Rights Certificate.

o The original of payment receipt with bank transfer/giro/cheque/cash to Rights Issue Account from the
original Rights Issue Account.

0 The copy of valid KTP/Passport/Limited Stay Permit (KITAS) (for individual), or copy of articles of
association along with a list of Director/Management (for the legal entity/institution).

o The original of the power of attorney (if authorized) with Rp 6,000 stamp duty attached to the copy of
KTP/Passport/KITAS from the authorizer and its proxy.

o If the Rights holders wish the Rights Shares resulting from the exercise of Rights to be formed in
electronic then the request for the exercise of Rights shall be submitted tot he comBhamy '’ s
Registrar through the appointed Securities Company or Custodian Bank by submitting the following
documents:

A The original of power of attorney from the Rights holder to the Securites Company or
Custodian Bank to request for the exercise of Rights and to perform the securities
management resulting from the exercise of Rights in the Collective Depositary in KSEI on
behalf of the authorizer.

A The complete and signed original of Securities Subscription Form issued by KSEI, completed
and signed. The company will issue its shares resulting from the exercise of Rights in the
form of Shares Collective Certificate if the holder of Rights Certificate would not like to deposit
the shares resulting from the Rights Issue Il in the Collective Depositary in KSEL.

Any and all conversion amount for the assignment of t h e ¢ o mgharesyfrons the scripted shares into scripless
shares, vice versa, shall be paid and borne by the relevant shareholders.

The registration for the exercise of Rights Certificate shal
working day and hour (Monday to Friday, 09.00-15.00 WIB).

In the event the information contained in the Rights Certificate is not in accordance with the guidelines/terms for the
subscription of shares in the Rights Certificate and Prospectus, it will cause rejection of the shares subscription. The
Rights will only be considered as been conducted if such payment has been accepted in good funds in the Rights Issue
Account, in accordance with applicable terms and conditions contained.

4. Applications for Excess Right Shares
Qualifying Subscribers may apply for Excess Rights Shares which exceed the number of Rights Shares that they are

entitled to upon exercise of their Rights by completing the Application for Excess Rights Shares Form or available
column in the Rights Certificate in the minimum amount of 100 shares or multiples thereof.
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Qualifying Subscribers who hold their Rights in scrip form and who have requested that the Rights Shares that
are issuable as a result of the exercise of their Rights to be deposited into the depository facilities of KSEI must
make their application for Excess Rights Shares to the Share Registrar through their Securities Company or
Custodian Bank by submitting these documents:

o Original Application for Excess Rights Shares Form fully completed.

o Original power of attorney of such Qualifying Subscriber (with stamp duty paid) appointing the
Securities Company or custodian bank as its attorney to apply for Excess Rights Shares and to
manage any Excess Rights Shares allotted and issued to such Qualifying Subscriber through the
depository facilities of KSEI and any other power of attorney that might be given in relation to the
application for Excess Rights Shares in the name of the Qualifying Subscriber.

o A copy of such Qual i ficgtionrDgcuntent ffe mdividimlesubscsbert) dreawapy of
its articles of association and list of the latest directors on its board of directors (for Qualifying
Subscribers that are not individuals).

o Original proof of payment by the Qualifying Subscriber to the special bank account for the Excess
Rights Shares being applied for.

o Original form of securities deposit, issued by KSEI, signed and completed for the distribution by the

Share RegistraroftheQual i f yi ng Subscriber’s Rights Shares as a

Qualifying Subscribers who hold their Rights in scrip form/Rights Certificate and who have requested that the
Rights Shares that are issuable as a result of the exercise of their Rights to be deposited into the depository
facilities of KSEI must make their application for Excess Rights Shares to the Share Registrar through their
Securities Company or Custodian Bank by submitting these documents:

o Original Application for Excess Rights Shares Form duly completed.

o A copy of such Qualifying Subscriber’s identif
its articles of association and list of the latest directors on its board of directors (for Qualifying
Subscribers that are not individuals).

o Original power of attorney of such Qualifying Subscriber (with stamp duty paid) in the name of the
Qualifying Subscriber attached with the copy identification document of the Qualifying Subscriber and
its proxy.

o Original proof of payment by the Qualifying Subscriber to the special bank account for the Excess
Rights Shares being applied for.

For the Qualifying Subscriber holding the Rights in the Collective Depositary through KSEI, shall submit to the
Share Registrar of the duly completed Application for Excess Rights Shares Form and the following documents:
o Original instruction for the exercise of s uBEST
system in the name of such Qualifying Subscriber.
o Original form of Securities Deposit, issued by KSEI, signed and completed for the distribution by the
Share Registrar of the Qualifying Subscriber’s
o Original proof of payment by the Qualifying Subscriber to the Rights Issue Account for the Excess
Rights Shares being applied for.

The payment of such application for the Excess Rights Shares may be conducted and must be accepted and available
(in good funds) in the Rights Issue Account at the latest on August 10, 2017. The application does not fulfill the prevailing
application requirements may cause the rejection of the Excess Rights Shares being applied for.

5. Allotment of Excess Rights Shares

The allotment of excess rights shares will be carried out on August 11, 2017 as follows:

If the number of Rights Shares subscribed, including through applications for Excess Rights Shares, does not
exceed the total number of Rights Shares offered in the Rights Issue Il, then each Qualifying Subscriber will
receive the number of Excess Rights Shares that it has applied for;

If the number of Rights Shares subscribed, including through applications for Excess Rights Shares, exceeds
the total number of Rights Shares offered in Rights Issue, then each Qualifying Subscriber who has applied for
Excess Rights Shares shall be allotted a proportionate number of Excess Rights Shares based on the number
of Rights exercised by such Qualifying Subscriber.
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6. Payment Requirements for the holder of Rights Cerficate (Other than the Collective Depository in KSEI) and
Subscription of Excess Right Shares

Payments of the Exercise Price in relation to the exercise of Rights to be made by Qualifying Subscribers that are made
directly to the Share Registrar must be fully paid (in good funds) in Indonesian Rupiah at the time of such exercise or
application by cash, cheque, giro or transfer with reference to the number of the Rights in scrip form or the Application for
Excess Rights Shares Form Number and should be made to the C

Bank [ e

Branch: [ o]
No. Account: A/ C. [ o]
Beneficiary: [ o]

All cheques and bank notes issued for the purposes of such payment shall be cashed upon receipt. If any cheque or
bank note is rejected by the relevant bank, the exercise of Rights or application for Rights Shares by the relevant
Qualifying Subscriber shall be automatically rejected. Payment will be determined to have been made on the date that
the funds are credited to the Company’s account as described

Payment with respect to applications for Ex cess Ri ghts Shares must be received in
account at the latest on August 10, 2017.

Any and all amount incurred in relation to the purchase of shares in Rights Issue Il shall be borne by the relevant
subscriber. Unqualified subscription of shares shall be automatically rejected.

7. Proof of Receipt for the Exercise of Rights

The Company, through its appointed Share Registrar accepted the instruction relating to the exercise of Rights by a
Qualifying Subscriber, will provide to such Qualifying Subscriber a receipt which will be stamped and can be used by
such Qualifying Subscriber to collect the Rights Shares. For the Qualifying Shareholders whose shares are deposited in
the Collective Depositary through KSEI will receive the confirmation of exercise instruction from C-BEST in KSEI through
the Account Holder in KSEI.

8. Rejection of the exercise of Rights

The Company reserves the right to reject a subscription of Rights Shares, in whole or in part, in accordance with the
prevailing terms and conditions for the Rights Issue Il. Notification of such rejection will be given promptly at the same
time with the announcement of allotment of share subscription and refund of subscription payment to the Securities
Company/Custodian Bank/shareholders in the form of scrip shares.

An application for Rights Shares may be rejected for a number of reasons, including:

- Application for the Rights Certificate and Excess Rights Certificate is not duly completed in accordance with the
terms stated in such forms and the prospectus;

- The payment conditions are not satisfied;

- The failure to deliver the required documents for such exercise or application.

9. Refunds

In the event part or the entire subscription of additional Rights Shares is not fulfilled or in the event there is shares

subscription cancellation, the Company shall refund part or all subscription payments in Indonesian Rupiah by way of
transfer to the bank account under t he s ubmrducted anrAggust 1H,a me . R
2017 at the latest 2 (two) business days following to the allotment date. Refunds made until August 15, 2017 will not be

charged with interest.

In the event of delay in the payment of refund which is exceeding 2 (two) Business Days following to the allotment date,
such refund shall be made with interest which shall be calculated in starting from the third Business Days after the
allotment date, calculated based on average deposit interest rate in 1 (one) month period of the Bank where the money
is being placed. The Company shall not be entitled to any interest on late payment if such payment is made by the
Qualifying Subscriber.

For the Rights Holder whose shares are deposited in the collective depositary in KSEI performing its rights through KSEI,
the refund payment shall be made by KSEI.

10. Distribution of Shares from the Exercise of Rights
Rights Shares to be issued in connection with the exercise of Rights by a Qualifying Subscriber through KSEI will be
credited to such Qu a-hccount withig 2 (Bva)Basmess Dagsraftes thesinsthuction with respect to

such exercise is received from KSEI and the required payment of the Exercise Price for such shares is made in good
funds to the Rights Issue Account.
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Rights Shares in scrip form to be issued in connection with the exercise of Rights in scrip form by a Qualifying Subscriber
will be available for collection by such Qualifying Subscriber within 2 (two) business days after such exercise, the
relevant documents are received by the Share Registrar and the required payment of the Exercise Price for such shares
is made in good funds to the Rights Issue Account.

Excess Rights Shares in scrip form allocated to a Qualifying Subscriber will be available for collection or will be delivered
electronically through the depository facilities of KSEI by at least 2 (two) Trading Days after the allotment date.

Rights Shares in scrip form in the form of Shares Collective Certificate issued in connection with the exercise of Rights

may be collected from the Share Regi-Briday,@9:0045:00WIB), coramemcingr y Bus
from August 4, 2017. Rights Shares in scrip form in the form of Shares Collective Certificate after allotment of may be

collected from August 14, 2017 upon the submission of the following documents:

0 An original Identification Document (for individual subscribers); or

o A copy of its articles of association and list of the latest directors on its board of directors (for Qualifying
Subscribers that are not individuals);

0 An original valid power of attorney of such Qualifying Subscriber (with stamp duty paid) appointing a
person as its representative attached with a copy of the Identification Document of such Qualifying
Subscriber its representative;

o Original proof receipt of its instruction to exercise Rights.

11. Excess Shares Allocation in Rights Issue Il

If the number of Rights Shares subscribed, including through applications for Excess Rights Shares, does not exceed the
total number of Rights Shares offered in the Rights Issue, then each Qualifying Subscriber will receive the number of
Excess Rights Shares that it has applied for, proportionally with the exercised Rights.

INFORMATION OF THE RIGHTS ISSUE

The Company has obtained an approval from Annual General Meeting of Shareholders (AGMS) to issue a maximum
280.000.000 (two hundred and eighty million) new Shares with par value of 1.000 (one thousand) per share. Estimated
fund that shall be received by the Company in the Limited Public Offering is maximum at Rp6.154.312.868.000 (Six
trillion one hundred and fifty four billion three hundred and twelve million eight hundred and sixty eight thousand Rupiah).
The price and ratio of Limited Public Offering would be determined later and must be paid in full upon submission of the
subscription exercise of Pre-emptive Rights.

The company has the right to amend the procedures of Limited Public Offering upon considering amendment on the
relevant condition and other factors. The procedures of the Limited Public Offering, including exercise price, and number
of offered shares would be announced on the specific time.

The Shares offered in Rights issue are issued based on the Rights issue to be issued by the Company to the rightful
shareholders. Rights issue may be traded during the trading period through the transfer of Rights issue ownership by
Rights issue transfer system among Securities Account Holders in KSEI.

Rights issue holder intending to trade must have an account at a Shares Exchange Member or Custodian Bank who has
been a Securities Account Holder in KSEI. Some of the provisions that should be considered in this Rights issue are:

1. Eligible to receive Rights issue Certificate

Shareholders who are entitled to Rights issue are shareholders whose names are listed in the Shareholders Register of
the Company on July 31, 2017 at 16.00.

2. Legitimate Rights issue Certificate holder

Legitimate Rights issue Holders are:

- The shareholder of the Company whose name is registered legally in the Shareholders Register of the
Company on July 31, 2017 until 16.00 whose Rights issue is not sold until the end of the Rights issue trading
period.

- Rights issue Buyer whose name is listed in the Rights issue Certificate until the end of the Rights issue trading
period, or

- Holders of Rights issue in KSEI collective custody up to the end of the Rights issue trading period.

3. Rights issue Certificate Trading

Rights issue holders may trade the owned Rights issue during the trading period, which began on August 2, 2017 until
August 8, 2017.

Trading Rights issue without papers shall be subject to the provisions of applicable legislation in the Republic of
Indonesia, including but not limited to the provisions of taxation and the provisions in the Capital Market including the
exchange rules in which the Rights issue are traded, namely PT Bursa Efek Indonesia and the regulation of PT
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Kustodian Sentral Efek Indonesia (KSEI). If the Rights issue holders have doubts in making a decision, investors should
consult on their own expense with an investment advisor, a securities broker, investment manager, legal counsel, public
accountant or other professional advisor.

Rights issue that are in the Collective Custody in KSEI are traded in the Indonesia Stock Exchange, while the Rights
issue in form of Rights issue Certificate can only be traded off the exchange.

Settlement of Rights issue trading conducted through the Exchange shall be conducted by means of transfer between
securities accounts on behalf of Custodian Bank or Exchange Member in KSEI.

Any fees and taxes which may arise as a result of trade and the transfer of Rights issue shall be the responsibility and
expense of the Rights issue holder or prospective holder of Rights issue.

4. Form of the Rights issue

For shareholders of the Company whose Shares have not been included in the Collective Custody system in KSEI, the
Company will issue Rights issue Certificate which includes the name and address of the Rights issue holder, the number
of Shares owned, the amount of Rights issue that may be used to purchase the Rights issue Shares, the amount of
Rights issue Shares to be purchased, the price to be paid, the amount of additional Rights issue Shares subscription, the
endorsement column and any other information required.

For shareholders whose Shares are in the Collective Custody system in KSEI, the Company will not issue Rights issue
Certificate, but will credit the Rights issue to the securities account on behalf of the Custodian Bank or appointed
Exchange Members by each shareholder in KSEI.

5. Request to Split the Rights issue Certificate

For holders of Rights issue who wish to sell or transfer any portion of their Rights issue, the relevant Rights issue holder
may contact the Company's Registrar to obtain the desired Rights issue denomination. Rights issue holders may split the
Rights issue starting on August 2, 2017 until August 8, 2017.

Each split will be charged to be borne by the applicant, amounting to Rp 3,000 (Three thousand Rupiah) or minimum
10,000 (ten thousand) per new Rights issue of split result. The fee includes Value Added Tax. Rights issue of the split

result may be collected within 1 (one) Exchange Day after the application is received compl et el y by

Registrar.

6. Value of the Rights issue

The value of the Rights issue offered by the legitimate Rights issue holders will vary from one Rights issue to another
based on the demand and supply from the existing market.

For example, the Rights issue value calculation below is one way of calculating the Rights issue value, but it does not
guarantee that the calculated Rights issue value is the real Rights issue value.

The descriptions below are expected to provide an overview for calculating Rights issue value:

- Shares closing price on the last trading day before the Rights = Rpa
issue Trading
- Rights Issue OFFER | Implementation Price = Rpb
- Total Shares outstanding before Rights Issue = A
- Total Shares issued in Rights Issue = B
- Total Shares outstanding after Rights Issue = A+B
- Theoretical Rights issue Shares price = Rp a RpAb) x B
(A B)
= Rpc

Thus, theoretically the Rights issue price per shareis: =Rpa-Rpc
7. Use of Rights issue

Rights issue is proof of rights granted by the Company to holders of Rights issue to buy Rights issue Shares. Rights
issue is only issued to eligible shareholders who have not converted their Shares and are used to subscribe for Rights
issue Shares. Rights issue does not apply in the form of photocopy. Rights issue cannot be exchanged for money or any
other form to the Company. Proof of Rights issue ownership for the Rights issue holders in Collective Custody in KSEI
will be provided by KSEI through its Exchange Member or its Custodian Bank.

8. Denomination of Rights issue
In accordance with POJK No. 32/2015, in the event that the shareholders have Rights issue in the form of

denominations, the rights to the denominations of the securities shall be sold by the Company and the proceeds will be
included in the Company's account.
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9. Miscellaneous

Any costs incurred in relation to the transfer of Rights issue shall become the burden of the Holders of the Rights issue or
the prospective Rights issue holders.

DISTRIBUTION OF PROSPECTUS AND CERTIFICATE OF RIGHTS ISSUE

The Company has announced important information related to Rights Issue through advertisements in newspapers.

1. For shareholders whose Shares are in the Collective Custody system at KSEI, Rights issue will be distributed
electronically via the Securities Account of the Exchange Member or Custodian Bank respectively in KSEI no later
than 1 (one) Business Day after the record date on DPS Rights Issue, that is on August 1, 2017 Prospectus and
guidance are available at the Company's Registrar.

2. For shareholders whose Shares are not in the Collective Custody system at KSEI, the Company will issue the Rights
issue Certificate in the name of the shareholders and may collect the Rights issue Certificate, Prospectus, Additional
FPPS and other forms starting on August 1, 2017 by showing the original valid identification (ID card/ Passport/
KITAS) and submit the photocopies and original Power of Attorney for those who cannot collect their own on the
Company's Registrar:

PT. Raya Saham Registra
Gedung Plaza Sentral Lt. 2
JI. Jend. Sudirman Kav. 7-48
Jakarta 12930
Indonesia
Telp. (021) 2525666
Faks. (021) 2525028

If the shareholders of the Company whose names are registered in the Register of Shareholders on July 31, 2017 at
16:00 has not collect the Prospectus and Rights issue Certificate and does not contact PT Raya Saham Registra as the
Registrar of the Company, all losses is not the responsibility of PT Raya Saham Registra or the Company, but is the
responsibility of the respective shareholders.

ADDITIONAL INFORMATION

If there are any unclear matters of the prospectus or if the shareholders wish to obtain additional information in
connection with this Rights Issue, the shareholders are welcome to contact:

PT CHANDRA ASRI PETROCHEMICAL TBK.
Head Office
Wisma Barito Pacific Tower A, Lantai 7
JI. Letjen S Parman Kav 62-63, Jakarta 11410
Telepon: (62-21) 530 7950
Faksimili: (62-21) 530 8930
Email :investor-relations@capcx.com
Website: http://www.chandra-asri.com
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