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Introduction – the commercial challenge

� Trading conditions

� Issues faced by chemicals businesses

� Strategies

� How companies are responding

� Overview and outline of presentation



� 2008 Q3 & Q4: biggest decline in output for over 2 decades in the chemicals 
industry in Europe and North America (RSC)

� 2008:  Output in the EU chemical industry down by 26% (Cefic)

� Improvement in orders in 2009

� 2009:  Cefic predicting annual fall of 11%

� 2010:  Output expected to grow by 5% (Cefic)

� Variations across the product sectors

Trading conditions – is the worst over?



� How best to respond to trading conditions

� Strategy

� Non-core assets (eg close, sell)

� Potential for “bolt-on” acquisitions

� JVs/Collaborations

� Site co-hosting

The Commercial Challenge



Non-core assets
(a) Closure
Corporate issues

� Change of business strategy

� Financing

� re-set business plan

� banking covenants/consents

� “one-off” closure costs

� Grant Funding - repayment if conditions breached



HR issues

� Redundancy consultation

� Industrial action?

� Traditional forms

� Developing forms

� Managing and incentivising shutdown objectives

Non-core assets
(a) Closure



Commercial issues

� Supply chain contracts
- Obligations to supply/purchase

� Terminate?

� Renegotiate?

- Enforceability under competition rules 

- Force majeure
- Hardship

� Assign contract to another plant?
- Consent required?

Non-core assets
(a) Closure



SHE issues

� Contamination

� Security

� Selling, dismantling and transporting assets

Non-core assets
(a) Closure



Overview

� Alternative to closure

� Is business saleable?

� Sale process

� Timing

� “Bolt-on” opportunities

� Financing

Non-core assets
(b) Sale



Corporate issues

� Advantages of sale

� Severance/legacy issues

� Ring-fencing of liabilities

� Post-sale trading arrangements

Non-core assets
(b) Sale



Corporate issues continued

� Consents 

- Assets or shares

- Consent to assign/change of control

SHAREHOLDERS

PURCHASERASSETS

TARGET COMPANY

PURCHASER

Non-core assets
(b) Sale

Assign/Novate



Competition

� Any mandatory merger control filings (outside UK)?  

� Is notification to the OFT advisable (UK)? 

� What are the risks of substantive competition 
concerns - more likely if selling to a significant 
competitor

Non-core assets
(b) Sale



HR issues

� Preparation for sale - restructuring

� TUPE – consultation and employer liability 
information?

Non-core assets
(b) Sale



Commercial issues

Non-core assets
(b) Sale

� Transitional services

� Long-term supply arrangements



SHE issues

Non-core assets
(b) Sale

� Contamination: environmental indemnities and warranties

� Keeping essential regulatory knowledge and records



Corporate issues

� Where to use JVs

� Advantages of JVs

� Structure options

� Commercial arrangements

Joint ventures



Competition issues

Joint ventures

� Creation of JV may be caught by merger control rules and 
trigger filings

� JVs between competitors more likely to be problematic

� If JV partners compete in businesses outside scope of JV, 
consider need for information firewalls to prevent “spillover”
collusion in breach of the competition rules



HR issues

Joint ventures

� Staffing the JV

� Management responsibility

� Applicable policies and procedures

� If things go wrong …?



SHE issues

Joint ventures

� Who fulfills the regulatory obligations?

� Who handles/controls regulatory challenges?

� All JV partners protected or just the SPV?



Corporate issues

Site co-hosting

� Reasons to undertake co-hosting projects

� Advantages of projects

� Practical/operational issues



HR issues

Site co-hosting

� Interaction 

� Shared services - TUPE?

� Industrial Action?



Commercial issues

Site co-hosting

� Term/termination

� Service levels/credits

� Pricing



SHE issues

Site co-hosting

� Impact upon regulatory regimes

� Due diligence on co-host

� Control of contractors/co-host



Chronology of a Project

Site co-hosting
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� Darren Warburton
Corporate

� Tom Bridgford

IP, IT and Commercial Contracts

� Rob Elvin

Safety, Health & Environment

� Simon Ost

Employment

Thank you for your time – we welcome any questions


