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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders of Stolt-Nielsen S.A.:

We have audited the accompanying consolidated balance sheets of Stolt-Nielsen S.A. (a Luxembourg
company) and subsidiaries (the “Company”) as of November 30, 2004 and 2003, and the related
consolidated statements of operations, shareholders’ equity, and cash flows for each of the three years in
the period ended November 30, 2004. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis
for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the
financial position of the Company as of November 30, 2004 and 2003, and the results of their operations
and their cash flows for each of the three years in the period ended November 30, 2004, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 19 to the consolidated financial statements, effective December 1, 2003, the
Company changed its method of accounting for variable interest entities to conform to FASB
Interpretation No. 46 (R), “Consolidation of Variable Interest Entities”. As discussed in Note 2 to the
consolidated financial statements, effective December 1, 2002, the Company changed its method of
accounting for goodwill and other intangible assets to conform to Statement of Financial Accounting
Standards No. 142, “Goodwill and Other Intangible Assets”.

Deloitte & Touche LLP
New York, New York
May 12, 2005
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STOLT-NIELSEN S.A.

CONSOLIDATED STATEMENTS OF OPERATIONS

For the years ended November 30,

2004 2003

2002

(in thousands, except per share data)

Operating Revenue (Note 2):
Stolt-Nielsen Transportation Group:

TANKETS . o o o o e e e e $ 845,623 $ 762,068 $ 747,220
Tank Containers . . . . . . o vttt ittt e e 297,495 254,692 227,600
Terminals . . . . . . e 75,618 63,896 58,549
1,218,736 1,080,656 1,033,369
Stolt Offshore . . ... ... .. . .. . 276,393 1,482,273 1,437,488
Stolt Sea Farm . . . . . ... 459,073 461,817 435,706
Corporate and other . . . . . ... ... . 1,515 1,624 1,581
1,955,717 3,026,370 2,908,144
Operating Expenses (Note 2):
Stolt-Nielsen Transportation Group:
Tankers . . . . . o e 643,494 615,617 596,016
Tank Containers . . .. ... ...ttt 246,172 208,921 183,816
Terminals . . . . . . . e 45,401 41,147 37,576
935,067 865,685 817,408
Stolt Offshore . . . .. .. ... . 267,150 1,590,574 1,395,007
Stolt Sea Farm . . ... ... ... ... 438,635 481,939 427,704
1,640,852 2,938,198 2,640,119
Gross Profit. . . .. ... ... . ... e 314,865 88,172 268,025
Equity in net income (loss) of non-consolidated joint ventures (Note 13) . .. ... .. 26,239 (11,143) 13,981
Administrative and general expenses . ... ... ... ... e (229,998) 241,695) (210,636)
Impairment of Stolt Offshore tangible fixed assets (Note 5) ... ............. — 176,522) —
Write-off of goodwill (Note 6) .. ... ... .. .. — (2,360) (118,045)
Restructuring charges (Note 9) . ... ....... ... .. ... ... ... .. ... .. ... (2,679) (18,373 (9,601)
Gain (loss) on disposal of assets, net (Note 7) .. . ........... ... ........ 9,561 (1,417 10,262
Other operating income (EXpense), NEt . . . . . .. vt vt v ittt e 5,593 (6,508) (3,110)
Income (Loss) from Operations . . ... ... ... ...................... 123,581 (369,846) (49,124)
Non-Operating Income (Expense):
INtErest EXPEeNSE . .« . ¢ v v v vt e (86,089) (99,823) (95,612)
Interest iNCOME . . . . . . v it e e e e e e e e e e e 5,076 7,051 2,549
Foreign currency exchange gain. . . .. ... ... ... .. ... . e 6,070 13,364 1,155
Gain on sales of Stolt Offshore common stock (Note 8) . . . ..... ... ... ..... 24,870 — —
Income (Loss) before Income Tax Provision, Minority Interest, Equity in Income
of Stolt Offshore and Cumulative Effect of a Change in Accounting Principle . . 73,508 (449,254 (141,032
Income tax provision (Note 10) . . . . . ... i (13,817) (15,272 (17,969
Income (Loss) before Minority Interest, Equity in Income of Stolt Offshore and
Cumulative Effect of a Change in Accounting Principle . . . ... .......... 59,691 (464,526) (159,001)
Minority interest (Note 22) . .. ... ot 7,584 148,540 56,196
Equity in income of Stolt Offshore . .. ........ ... ... ... ... . ..... ... 9,371 — —
Income (Loss) before Cumulative Effect of a Change in Accounting Principle . . . 76,646 (315,986) (102,805)
Cumulative effect of a change in accounting principle (Note 19) . ... ......... (1,776) — —
Net Income (LOSS) . . . . ..ottt $ 74,870 $ (315,986) $ (102,805)
Income (Loss) per Common Share (Note 2):
Basic
Income (loss) before cumulative effect of a change in accounting principle . . .. $ 124 $ (575 $ (1.87)
Cumulative effect of a change in accounting principle . ................ (0.03) — —
Net Income (l0SS) . . . .. ..o $ 121 8 (575§  (1.87)
Diluted
Income (loss) before cumulative effect of a change in accounting principle . . . . $ 122§ (5.75) $ (1.87)
Cumulative effect of a change in accounting principle . ................ 0.03) — —
Net Income (I0SS) -« . v v v o e ot e e e e e $ .19 $ (575 $  (1.87)
Weighted Average Number of Common Shares and Common Share Equivalents
Outstanding (Note 2):
Basic . . ... e 61,767 54,949 54,930
Diluted . . . .. .. 62,630 54,949 54,930

See notes to consolidated financial statements.
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STOLT-NIELSEN S.A.
CONSOLIDATED BALANCE SHEETS

ASSETS

Current Assets:

Cash and cash equivalents. . . . ... ... .. .. . . . e

Trade receivables (net of allowance for doubtful accounts of $8,009 in 2004 and $24,092 in
2003) . o

Inventories (Note 11) . . . . ..o e

Receivables from related parties SNote 3

Prepaid exXpenses . . . . . ..
Assets held for sale (Note 4) . . . . ...
Other Current assets. . . . . ... ..ottt

Total Current ASSetS . . . . . . . . . o o e e e e e e e

Fixed Assets, at Cost:

SNTG TanKers . . . .. . it e e e e e e e e e e e e e
SNTG Tank CONtAINeTrS . . . . . v v o e e e e e e e e e e e e e e e e e e e e e e e e e e e
SNTG Terminals . . . . . .. e
Stolt Offshore. . . . . .. e
Stolt Sea Farm . . . . . . .. e
Other . . . e

Less—accumulated depreciation and amortization . . . .. ........ ... ... .
Fixed assets, NEt . . . . . ot it e

Investments in and advances to non-consolidated joint ventures (Note 13) .. ...........
Investments in and advances to Stolt Offshore (Note 14) .. ......... .. ... ........
Deferred income tax assets (Note 10) . .. .. ... .
Goodwill (NOte 6) . . . . . oo
Other intangible assets, net (NOte 6) . . . . . . .ottt e
Other @ssets . . . . . .ot

Total ASSets . . . . . . . . . e e

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:

Short-term bank loans (Note 16) . . ... .. ... ... ...
Current maturities of long-term debt and capital lease obligations (Note 17) .. .........
Accounts payable . ... .. e
Accrued VOYage EXPENSES . . o v v v v v e e e e e e e e e e e e e
ACCTUCd EXPEIISES « .« . v v vt e i e e e e e e e
Liabilities pertaining to assets held for sale (Note 4) . .. ............ .. .. .. ......
Other current liabilities . . .. ... ... .. .. .. .

Total Current Liabilities . . . ... ... ... .. . . .. . . . e

Long-term debt and capital lease obligations (Note 17) . ... ... ... ... ... . ... ...
Deferred income tax liabilities (Note 10) . ... ... ... ... ... .. . . . . ... .. ...
Other Liabilities . . . . . . . o e e
Minority interest (NOte 22) . . . . . . . .t e
Commitments and contingencies (Notes 20 and 21)
Shareholders’ Equity (Note 24):
Founder’s shares: no par value—30,000,000 shares authorized, 15,844,190 issued in 2004 and
15,659,549 shares issued in 2003 at stated value, less 1,922,203 treasury shares in 2003 . . . .
Common shares: no par value—120,000,000 shares authorized, 63,376,760 shares issued in
2004 and 62,638,197 in 2003 at stated value . . . . . ... ... ... ...
Paid-in surplus . . . . ..
Retained €arnings . . . . . . .. oo e e
Accumulated other comprehensive loss, net . .. ... ... . L L

Less—Treasury stock-at cost, 7,688,810 Common shares in 2003 . . . . ................
Total Shareholders’ Equity . . . . .. .. ... .. . ...
Total Liabilities and Shareholders’ Equity . ............... .. ... ... .........

See notes to consolidated financial statements.
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As of November 30,

2004

2003

(in thousands)

$ 71447 $ 150,039
171,508 520,325
220,861 251,127

5,223 33,260
497 27,549
52,450 84.857
— 106,152
16,335 14,837
538,321 1,188,146
1,982,582 1,649,745
103,020 103,628
310,301 286,771
— 933,336
275,334 252,350
43,072 54,008
2,714,309 3,279,838
(1,194,261)  (1,238,694)
1,520,048 2,041,144
74,689 138,835
133,400 —
25,085 27,572
28,843 42,481
32,864 31,244
78,803 110,023

$ 3,579,445

$ 292495 § 479,448
165,798 242,582
89,011 615,066
56,383 45,859
137,174 158,256
— 57.855
32,883 89,491
773,744 1,688,557
654,558 977,667
36,319 24,944
80,786 141,710
3,353 52,353
63,377 62,639
311,016 335,499
523,368 448,498
(14,468) (18,398)
883,293 828,238
— (134,024)
883,293 694,214

$ 2,432,053

$ 3,579,445




STOLT-NIELSEN S.A.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Accumulated
Other
Capital Paid-in Treasury Retained Comprehensive Comprehensive
Stock Surplus  Stock  Earnings Loss, net Income (Loss)
(in thousands, except per share data)
Balance, December 1,2001 . . ... ............ $ 62,607 $384,199 $134,024 $894,897 $(107,057)
Exercise of stock options for 31,638 Common shares . 32 312 — — —
Issuance of 4,910 Founder’s shares . . .......... — — — — —
Cash dividends paid—$0.25 per Common share . . . . — — —  (13,733) —
Cash dividends paid—$0.005 per Founder’s share . . . — — — (69) —
Settlement of share price guarantees by Stolt
Offshore Note 3) .. ................... —  (29,372) — — —
Impact of debt to equity conversions with Stolt
Offshore Note 3) .. ................... —  (14,246) — — —
Netloss . .o v — — — (102,805) — $(102,805)
Other comprehensive income (loss):
Translation adjustments, net . . . ... ......... — — — — 37,896 37,896
Unrealized loss on securities. . .. ........... — — — — (3,427) (3,427)
Minimum pension liability adjustment, net of tax
benefit of $3,111. .. .. . ... ... ... .. .. .. — — — — (5,081) (5,081)
Net gains on cash flow hedges reclassified into
CATMINGS .« « v v v v v v et i e e e — — — — 19,690 19,690
Other comprehensive income, net. . .. ......... 49,078
Comprehensive 10SS. . . . ..o v it $ (53,727)
Balance, November 30,2002 . ... ............ 62,639 340,893 (134,024) 778,290 (57,979)
Cash dividends paid—$0.25 per Common share . . . . — — —  (13,737) —
Cash dividends paid—$0.005 per Founder’s share . . . — — — (69) —
Settlement of share price guarantees by Stolt
Offshore Note 3) ... ....... ... ....... —  (53%) — — —
Netloss . ..o — — —  (315,986) — $(315,986)
Other comprehensive income (loss):
Translation adjustments, net . . . ... ......... — — — — 25,562 25,562
Change in unrealized gains and losses on securities . . — — — — 15,365 15,365
Minimum pension liability adjustment, net of tax
provision of $(4,542) . ... ... ... ... — — — — 197 197
Net losses on cash flow hedges reclassified into
CAIMINGS © « v v v v v e e et et — — — — (1,543) (1,543)
Other comprehensive income, net. . .. ......... 39,581
Comprehensive loss . . . ........... ... ..... $(276,405)
Balance, November 30,2003 . ... ............ 62,639 335,499 (134,024) 448,498 (18,398)
Exercise of stock options for 738,563 Common shares . . 738 8,499 — — —

Issuance of 184,641 Founder’s shares. . . ... ... .. — — — —
Sale of 7,688,810 Common shares from Treasury

stock (Note 24) . . ... ... ... ... ... ... —  (32,982) 134,024 — —
NetinCome . . . . ..o v v it e e — — — 74,870 — $ 74,870
Other comprehensive income (loss):
Deconsolidation of Stolt Offshore ... ........ — — — — (12,136) (12,136)
Translation adjustments, net . . . ... ......... — — — — 17,108 17,108
Minimum pension liability adjustment, net of tax
benefit of $153 . . . . .. . ... ... L L. — — — — (438) (438)
Net losses on cash flow hedges reclassified into
CAIMINGS .« « v v vt v ettt — — — — (604) (604)
Other comprehensive income, net. . .. ......... 3,930
Comprehensive income . . . ................ $ 78,800
Balance, November 30, 2004 . . ... ........... $ 63,377 $311,016 $ — $523,368 $ (14,468)

See notes to consolidated financial statements.
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STOLT-NIELSEN S.A.
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended November 30,
2004 2003 2002
(in thousands)

Cash Flows from Operating Activities:
Net Income (LOSS) .+« v v v v v vt e e e e e e e e e e e e e $ 74,870 $(315,986) $(102,805)
Adjustments to Reconcile Net Income (Loss) to

Net Cash Provided by Operating Activities:

Cumulative effect of a change in accounting principle . . . .. .............. 1,776 — —
Depreciation of fixed assets . . ... ... . .. e 117,385 191,401 197,837
Amortization of intangible assets . .. .... ... ... .. o 1,704 4,041 11,294
Impairment of Stolt Offshore tangible fixed assets . ... ................. — 176,522 —
Write-off of goodwill . . .. ... ... . . — 2,360 118,045
Amortization of drydock costs . .. ... ... 14,024 25,490 27,458
Provisions (reversals/benefits) for reserves and deferred taxes . . ... ......... 123 15,037 (16,871)
Equity in net (income) loss of non-consolidated joint ventures . ............ (26,239) 11,143 (13,981)
MINOrity INTETESt . . . . v vt e e e (7,584)  (148,540) (56,196)
Foreign currency related gains . . . .. ... ... ... ... e (7,037) — —
Gain on sales of Stolt Offshore common stock (Note 8) .. ............... (24,870) — —
(Gain) loss on disposal of assets, net . . .. ... ... . (9,561) 1,417 (10,262)
Changes in operating assets and liabilities, net of effect of acquisitions and
divestitures:
Decrease in trade receivables . . . . . . . .. ... 64,088 91,621 44,091
Decrease (increase) in inventories . . . . . ..o v v v vt 33,197 (30,237) (41,053)
Decrease (increase) in prepaid expenses and other current assets . .......... 32,717 2,259 (24,176)
Net realized and unrealized mark to market hedging transaction . . .. ........ — (11,469) —
(Decrease) increase in accounts payable and other current liabilities .. ....... (76,591) 60,164 16,671
Payments of drydock costs. . ... ... L L (16,551) (18,873) (38,405)
Dividends from non-consolidated joint ventures . . . ... ......... ... ... ... .. 16,887 25,010 20,829
Other, Net . . . . . . e (2,547) 155 4,157
Net Cash Provided by Operating Activities . . . . ... ... ................... 185,791 81,515 136,633
Cash Flows from Investing Activities:
Capital expenditures . . .. ... ..o e (52,908) (88,052)  (122,588)
Proceeds from sales of ships and other assets . ....................... 32,842 102,683 158,029
Proceeds from sale of Stolt Offshore common stock (Note 8) .. ... ......... 6,679 — —
Acquisition of subsidiaries, net of cash acquired . . . . .......... .. ... .. .. — — (2,234)
Settlement of share price guarantees by Stolt Offshore (Note 3) . .. ......... — (12,447) (60,557)
Amounts from (investments in and advances to) affiliates and others, net . . .. .. 21,051 10,993 1,543
Decrease (increase) in restricted cash deposits. . .. .. ... ... . .. ... 23,566 (25,433) (179)
Impact of deconsolidation of Stolt Offshore (Note 2) .. ................. (184,431) — —
Other, Nt . . . . . o (3,292) 40 (2,178)
Net Cash Used in Investing Activities . ... .............. ... ........ (156,493) (12,216) (28,164)
Cash Flows from Financing Activities:
(Decrease) increase in loans payable to banks,net . ... ......... ... ..... (230,976) 147,110 45,234
Repayment of long-term debt . .. ... .. ... ... ... ... .. (237,375)  (238,807)  (109,920)
Principal payments under capital lease obligations . .. .................. (89) (598) (24,060)
Proceeds from issuance of long-term debt-ship financing/other . .. .......... 150,000 148,320 50,242
Proceeds from issuance of Stolt Offshore common stock . . ............... 100,700 — —
Fees related to issuance of Stolt Offshore common stock . . . .............. (6,200) — —
Repurchase of shares by Stolt Offshore . .. ........... ... ... ........ — (1,002) (56,493)
Proceeds from exercise of stock options in the Company and Stolt Offshore . . .. 9,237 — 449
Net proceeds from sale of treasury shares through private placement . . .. ... .. 101,042 — —
Proceeds from settlement of derivative instruments. . . . .. ............... — 16,827 —
Dividends paid to SNSA shareholders . ... ...... ... ... ... ... ..... — (13,8006) (13,802)
Dividends paid to minority interests . . .. ... ... ...t — (2,194) (2,352)
Net Cash (Used In) Provided by Financing Activities . . .. ............... (113,661) 55,850 (110,708)
Effect of exchange rate changesoncash. .. ......... ... ... .. ... ... .. ... 5,771 2,017 247
Net (Decrease) Increase in Cash and Cash Equivalents . . . . ... ........... (78,592) 127,166 (1,992)
Cash and cash equivalents at beginning of year . . . ... ..... . ... ... ... ..... 150,039 22,873 24,865
Cash and Cash Equivalents at End of Year. . . . . ... .................. $ 71,447 $ 150,039 § 22,873

See notes to consolidated financial statements.

CF-6



STOLT-NIELSEN S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. The Company
Nature of Business Operations

Stolt-Nielsen S.A. (“SNSA’), a Luxembourg company, its subsidiaries and equity investees
(collectively, the “Company”) are primarily engaged in three businesses: Transportation, Offshore
Construction, and Seafood.

The Transportation business, which is carried out through Stolt-Nielsen Transportation Group Ltd.
(“SNTG”), is engaged in the worldwide transportation, storage, and distribution of bulk liquid chemicals,
edible oils, acids, and other specialty liquids providing its customers with integrated logistics solutions.

The Offshore Construction business is carried out through Stolt Offshore S.A. (“SOSA” or “Stolt
Offshore”), a company accounted for on the equity method of accounting, which prior to the second
quarter of 2004 was consolidated into the accompanying financial statements. The Company held a 41.7%
economic and voting interest in SOSA as of November 30, 2004. SOSA is a leading offshore contractor to
the oil and gas industry, specializing in technologically sophisticated deepwater engineering, flowline and
pipeline lay, construction, inspection and maintenance services. See Note 2, “Significant Accounting
Policies” and Note 29, “Subsequent Events” for further discussion.

The Seafood business, wholly-owned by the Company and carried out through Stolt Sea Farm
Holdings plc (“SSF”), produces, processes, and markets high quality seafood products, including Atlantic
salmon, salmon trout, turbot, halibut, sturgeon, caviar, bluefin tuna, sole and tilapia.

In early 2000, the Company decided to commercialize its expertise in logistics and procurement.
Optimum Logistics Ltd. (“OLL”) was established to provide software and professional services for supply
chain management in the bulk process industries. The Company sold substantially all of the assets of OLL
to Elemica Inc. (“Elemica”) in April 2003. SeaSupplier Ltd. (“SSL”) was established to provide software
and professional services for the procurement process in the marine industry. Both OLL and SSL are
included under the caption “Corporate and Other”, as applicable, throughout the consolidated financial
statements and notes thereto.

2. Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of all majority-owned subsidiaries, unless
the Company is unable to control the operations, after the elimination of all significant intercompany
transactions and balances.

As of November 30, 2003, and through February 13, 2004, the Company held a 63.5% economic
interest and 69.2% voting interest in SOSA, resulting in consolidation of SOSA's financial statements in the
Company’s consolidated balance sheet and statements of operations, net of minority interest. On
February 13, 2004, a private placement of 45.5 million new SOSA Common shares was offered to qualified
investors, not affiliated with the Company, at a subscription price of $2.20 per share, resulting in total cash
proceeds to SOSA of approximately $100 million. Concurrently, all 34 million SOSA Class B shares owned
by the Company were converted to 17 million new SOSA Common shares. On February 19, 2004, the
Company sold 2 million of its previously directly owned SOSA Common shares in a private placement
transaction to an unaffiliated third party. The shares were sold at the then current market price of 24
Norwegian Kroner per share with proceeds of $6.7 million received on February 25, 2004. The above
transactions reduced the Company’s economic and voting interest in SOSA to 41.1% as of February 19,
2004, resulting in the deconsolidation of SOSA as of mid-February 2004. The equity method of accounting
has been applied for the Company’s remaining investment in SOSA subsequent to deconsolidation.
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STOLT-NIELSEN S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2. Significant Accounting Policies (Continued)
Revenue Recognition

The Company reports its operating revenue on a gross basis with regard to any related expenses in
accordance with EITF Issue No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent,”
for each of its three businesses.

SNTG-Tankers The operating results of voyages in progress at the end of each reporting period are
estimated and pro-rated on a per day basis for inclusion in the consolidated statements of operations. The
consolidated balance sheets reflect the deferred portion of revenues and expenses on voyages in progress
at the end of each reporting period as applicable to the subsequent period. As of November 30, 2004 and
2003, deferred revenues of $28.2 million and $24.1 million, respectively, are included in “Accrued voyage
expenses” in the accompanying consolidated balance sheets.

SNTG operates the Stolt Tankers Joint Service (the “Joint Service”), an arrangement in which SNTG
provides the coordinated marketing, operation, and administration of deep sea intercontinental parcel
tankers owned or chartered by SNTG. Certain ships that are not owned by SNTG are time chartered under
operating leases by SNTG from participants in the Joint Service. The time charter expense is calculated
based upon the combined operating revenue of the ships which participate in the Joint Service less
combined voyage expenses, overhead costs, and commissions to outside brokers and upon each ship’s
cargo capacity, its number of operating days during the period, and an earnings factor assigned. SNTG
operating expenses include distributions to the other participants of $70.7 million, $66.9 million and
$71.9 million for the years ended November 30, 2004, 2003 and 2002, respectively, and include amounts
distributed to NYK Stolt Tankers S.A, a non-consolidated joint venture of SNTG, of $44.6 million,
$38.4 million and $40.5 million, respectively. As of November 30, 2004 and 2003, the net amounts payable
by SNTG to NYK Stolt Tankers S.A. were $5.2 million and $3.6 million, respectively, and amounts payable
to unaffiliated third party participants in the Joint Service were $2.9 million and $2.5 million, respectively.
These amounts are included in “Other current liabilities” in the accompanying consolidated balance sheets
as of November 30, 2004 and 2003, respectively.

SNTG-Tank Containers Revenues for tank containers relate primarily to short-term shipments, with
the freight revenue and estimated expenses recognized when the tanks are shipped, based upon contract
rates. Additional miscellaneous revenues earned from other sources are recognized after completion of the
shipment.

SNTG-Terminals Revenues for terminal operations consist of rental income for the utilization of
storage tanks by customers, with the majority of rental income earned under long-term contracts. These
contracts generally provide for fixed rates for the use of the storage tanks and/or the throughput of
commodities through the terminal facility. Revenues are also earned under short-term agreements
contracted at spot rates. Revenue is recognized over the time period of usage, or upon completion of
specific throughput measures, as specified in the contracts.

SOSA Long-term contracts of SOSA are accounted for using the percentage-of-completion method.
SOSA applies Statement of Position 81-1 “Accounting for Performance of Certain Construction-Type
Projects.” Revenue and gross profit are recognized each period based upon the advancement of the
work-in-progress unless the stage of completion is insufficient to enable a reasonably certain forecast of
gross profit to be established. In such cases, no gross profit is recognized during the period. The
percentage-of-completion is calculated based on the ratio of costs incurred to date to total estimated costs.
The percentage of completion method requires SOSA to make reasonably dependable estimates of
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STOLT-NIELSEN S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2. Significant Accounting Policies (Continued)

progress toward completion of such contracts and contract costs. Provisions for anticipated losses are made
in the period in which they become known.

A major portion of SOSA’s revenue is billed under fixed-price contracts. However, due to the nature
of the services performed, variation orders and claims are commonly billed to the customers in the normal
course of business and are recognized as contract revenue where recovery is probable and can be
reasonably estimated. In addition, some contracts contain incentive provisions based upon performance in
relation to established targets, which are recognized in the contract estimates when deemed realizable. As
of November 30, 2003, no significant revenue relating to unagreed claims or disputed receivables was
included in revenues or receivables that has not been subsequently collected in full.

During the course of multi-year projects, the accounting estimates for the current period and/or future
periods may change. The effect of such a change, which can be upward as well as downward, is accounted
for in the period of change. These revisions to estimates do not result in restating amounts in previous
periods. Revisions of estimates are calculated on a regular basis.

The financial reporting of SOSAs contracts depends on estimates, which are assessed continually
during the term of these contracts. Recognized revenue and profits are subject to revisions as the contract
progresses to completion and revisions in profit estimates are reflected in the period in which the facts that
give rise to the revision become known. The net adverse effect on net loss of SOSA (before minority
interest) of significant revisions to contract estimates was $(216.0) million in 2003 and $(58.8) million in
2002. Accordingly, actual results may differ significantly from original estimates on these projects.
However, the Company believes SOSA’s original estimates are reliable. The Company believes SOSA
sufficiently understands and assesses its business risks in a manner that allows SOSA to best evaluate the
outcomes of projects for the purpose of making reasonably dependable estimates.

SSF

SSF recognizes revenue either on dispatch of product to customers, in the case of sales that are made
on FOB (Freight on Board) processing plant terms, or on delivery of product to customers, where the
terms of the sale are CIF (Cost, Insurance and Freight) and DDP (Delivered Duty Paid). The amount
recorded as revenue includes all amounts invoiced according to the terms of the sale, including shipping
and handling costs billed to customers, and is after deductions for claims or returns of goods, rebates and
allowances against the price of the goods, and doubtful debt provisions and write-offs.

Corporate and Other

OLL and SSL have various types of fee income, including non-refundable subscription fees and
transaction fees. Subscription fees that are billed in advance are recorded as revenue over the subscription
period. Transaction fees that are based upon the number or value of transactions are recorded as earned as
the related service transactions are performed.

Operating Expenses

SNTG—Tankers Tankers incurred operating expenses of $643.5 million, $615.6 million and
$596.0 million for the years ended November 30, 2004, 2003 and 2002, respectively, consisting of costs
directly associated with the operation and maintenance of the parcel tankers. These types of costs include
time charter costs, bunker fuel costs, port costs, manning costs (i.e. ship personnel and benefits),
depreciation expense, sublet costs, repairs and maintenance of tankers, commission expenses,
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transshipments, drydock expenses, liability insurance premiums and other operating expenses (i.e. voyage
costs, barging expenses, provisions, ship supplies, line haul, cleaning, cargo survey costs and foreign
exchange hedging costs).

SNTG—Tank Containers Tank Containers incurred operating expenses of $246.2 million,
$208.9 million and $183.8 million for the years ended November 30, 2004, 2003 and 2002, respectively,
consisting of costs such as ocean and inland freight charges, short-term tank rental expenses, cleaning and
survey costs, additional costs (services purchased and charged through to customers), maintenance and
repair costs, storage costs, insurance premiums, depreciation expense and other operating expenses (i.e.
depot expenses, agency fees and refurbishing costs).

SNTG—Teérminals Terminals incurred operating expenses of $45.4 million, $41.1 million and
$37.6 million for the years ended November 30, 2004, 2003 and 2002, respectively, consisting of costs such
as labor and benefit costs, depreciation expense, utilities, rail car hire expenses, real estate taxes for sites,
maintenance and repair costs, regulatory expenses, disposal costs, storage costs and other operating
expenses (i.e. through put charges, survey costs, cleaning, line haul, rail costs and tank care hire costs).

SOSA

SOSA incurred operating expenses of $267.2 million for the first quarter of 2004 (the period prior to
deconsolidation), and $1,590.6 million and $1,395.0 million for the years ended November 30, 2003 and
2002, respectively, which consists of costs associated with or directly related to, project work. These types
of costs include direct costs related to a contract (i.e. tendering, product line management, procurement
costs, cost of goods sold, and subcontract costs); personnel costs (i.e. salaries and benefit costs); vessel and
equipment costs (i.e. vessel hire, equipment rental, maintenance and repair costs, drydock and
mobilization costs, fuel, logistics and insurance costs); and depreciation and amortization (i.e. tangible and
intangible assets used in operations), and information systems and administrative costs for support
embedded within projects.

SSF

SSF incurred operating expenses of $438.6 million, $481.9 million and $427.7 million for the years
ended November 30, 2004, 2003 and 2002, respectively, which consist of direct costs associated with the
farming, processing, and distribution of seafood (including depreciation), costs of purchasing fish, freight
to customers according to the terms of the sale, and provisions against inventories.

These costs include production cost of goods sold (PCOGS), which are costs incurred for the
production of juvenile fish and the subsequent growing of juvenile fish into adult fish ready for market.
These PCOGS include costs to produce eggs for fertilization, on-site labor/personnel costs, feed costs,
energy costs, contract grower fees, repairs and maintenance costs, oxygen costs, and veterinary fees. Other
costs included within operating expenses are costs of fish purchased from third parties, freight costs to
customers, all primary and secondary processing and packaging costs; distribution and handling costs;
storage, import duties, stock write downs, lower of cost or market provisions and mortality losses.

Administrative and General Expenses

Administrative and General expenses for all SNSA businesses include the following related costs:
personnel and employment, training and development, information systems, communications, travel and
entertainment, office costs, publicity and advertising, and professional fees.
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These costs are incurred for the following functions: executive management, divisional management
(SNTG), regional management, finance, accounting, treasury, legal, information technology, human
resources, office management, sales and marketing (SNTG and SSF), risk and insurance management, ship
administrative operations and management (SNTG), and farming administrative management (SSF).

Concentration of Credit Risk

The Company’s trade receivables are from customers across all lines of its business. The Company
extends credit to its customers in the normal course of business. The Company regularly reviews its
accounts and estimates the amount of uncollectible receivables each year and establishes an allowance for
uncollectible amounts. The amount of the allowance is based on the age of unpaid balances, information
about the current financial condition of customers, and other relevant information. Management does not
believe significant risk exists in connection with the Company’s concentrations of credit at November 30,
2004.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities as of the dates
of the financial statements and reported amounts of revenues and expenses during the year. On an
on-going basis, management evaluates the estimates and judgments, including those related to the
percentage-of-completion accounting for construction projects, recognition of revenue in respect of
variation orders and claims, tanker voyage accounting and container move cost estimates, future drydock
dates, inventories and fish mortality, the carrying value of non-consolidated joint ventures, the selection of
useful lives for tangible fixed and intangible assets, expected future cash flows from long-lived assets to
support impairment tests, provisions necessary for trade receivables, income tax valuation allowances,
provisions for legal disputes, restructuring costs, pension benefits, and contingencies. Management bases
its estimates and judgments on historical experience and on various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgements about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
materially differ from these estimates.

Recognition of Provisions for Legal Claims, Suits and Complaints

The Company, in the ordinary course of business, is subject to various claims, suits and complaints.
Management, in consultation with internal and external advisers, provides for a contingent loss in the
financial statements if the contingency had been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. In accordance with Statement of Financial Accounting
Standards (“SFAS”) No. 5, “Accounting for Contingencies”, as interpreted by the Financial Accounting
Standards Board (“FASB”) Interpretation No. 14, “Reasonable Estimation of the Amount of a Loss”, if
the Company has determined that the reasonable estimate of the loss is a range and that there is no best
estimate within the range, the Company will provide the lower amount of the range. See Note 20,
“Commitments and Contingencies” and Note 21, “Legal Proceedings” for further discussion.

Environmental Matters

Accruals for environmental matters are recorded when it is probable that a liability has been incurred
or an asset impaired and the amount of the loss can be reasonably estimated. Liabilities for environmental
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matters require evaluations of relevant environmental regulations and estimates of future remediation
alternatives and costs. See Note 20, “Commitments and Contingencies” and Note 21, “Legal Proceedings”
for further discussion.

Foreign Currency Translation

SNSA, incorporated in Luxembourg, has U.S. dollar share capital and dividends that are expected to
be paid in U.S. dollars. SNSAs reporting currency and functional currency is the U.S. dollar.

The Company translates the financial statements of its non-U.S. subsidiaries into U.S. dollars from
their functional currencies (usually local currencies) in accordance with the provisions of SFAS No. 52,
“Foreign Currency Translation”. Under SFAS No. 52, assets and liabilities denominated in foreign
currencies are translated at the exchange rates in effect at the balance sheet date. Revenues and expenses
are translated at exchange rates which approximate the average rate prevailing during the year. The
resulting translation adjustments are recorded in a separate component of “Accumulated other
comprehensive loss, net” as “Translation adjustments, net” in the accompanying consolidated statements
of shareholders’ equity. Exchange gains and losses resulting from transactions denominated in a currency
other than the functional currency are included in “Foreign currency exchange gain” in the accompanying
consolidated statements of operations.

At the end of the 2003 third quarter, SSF redesignated certain long-term non-functional currency
intercompany loans within the SSF group (which are eliminated in consolidation) from long-term and
permanent in nature to non-permanent. This change was as a result of the fact that the Company
suspended any further loans from SNTG (Liberia) to the SSF group, as a result of waiver agreements on
certain of the Company’s financing agreements. Moreover, several banks that had been providing
short-term loans to SSF companies began to reduce or cancel their loans. As such, in order to increase
liquidity of the SSF group of companies, the long-term loans were redesignated as non-permanent and are
intended to be repaid in due course. This change in designation required the loans to be revalued through
the consolidated statements of operations prospectively beginning in the fourth quarter of fiscal 2003 year,
which resulted in a $12.7 million foreign currency gain in 2003. The comparable gain for the full year of
2004 was $13.2 million.

Stolt Sea Farm Holdings B.V. (“SSFHBV”) manages the liquidity of the SSF group and had made
several loans to operating companies on the basis that the loans were permanent quasi-capital and did not
have to be repaid. Transactions and balances for which settlement is not planned or anticipated in the
foreseeable future are considered to be part of the net investment. Accordingly, related gains or losses on
the loans were reported and accumulated in the same manner as translation adjustments when the
financial statements of the entities are consolidated.

Historically, SSFHBV’s source of funds was loans from SNTG (Liberia). In 2003, SNSA suspended
any further loans from SNTG (Liberia) to SSFHBV as waiver agreements with SNSA/SNTG (Liberia)
creditors included restrictions on investments by SNTG (Liberia) to SSF companies. Moreover, several
banks that had been providing short-term loans to SSF companies began to reduce or cancel their loans.

Restructuring Charges

The Company accounts for restructuring charges in respect of existing post-employment plans, which
includes statutory legal requirements to pay severance costs, under SFAS No. 112 “Employers’ Accounting
for Postemployment Benefits”. In these circumstances, the Company recognizes a provision for severance

CF-12



STOLT-NIELSEN S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2. Significant Accounting Policies (Continued)

costs at the date that it is probable that the employee will be entitled to the benefits and when these can be
reasonably estimated.

Where the termination costs are of a “one-time” involuntary nature, the Company applies SFAS
No. 146 “Accounting for Costs Associated with Exit or Disposal Activities”. This includes costs for
severance, and the costs for vacated property. The Company provides for these costs at fair value at the
date the plans are communicated to employees and when the Company is committed to the plan, and it is
unlikely that significant changes will be made to the plan. Once accrued, such costs are amortized over the
terminated employees’ required period of service, if any.

Capitalized Interest

Interest costs incurred during the construction period of significant assets are capitalized and charged
to expense over the lives of the related assets. The Company capitalized $0.6 million, $0.5 million and
$0.2 million of interest in fiscal years 2004, 2003 and 2002, respectively.

Sale of Stock by Subsidiaries

The Company’s policy is to record gains and losses on sales of stock by its subsidiaries through the
consolidated statements of operations, net of the reduction in its economic interest in the subsidiary, unless
realization of the gain is uncertain at the time of the sale.

Income Taxes

The Company accounts for income taxes under the provisions of SFAS No. 109, “Accounting For
Income Taxes”. SFAS No. 109 requires recognition of deferred tax assets and liabilities for the estimated
future tax consequences of events attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carry-forwards. Deferred tax assets and liabilities are determined based on the differences between the
financial reporting and tax basis of assets and liabilities and are measured by applying enacted tax rates and
laws to taxable years in which such differences are expected to reverse. A valuation allowance is established
to reduce the amount of deferred tax assets to an amount that the Company believes, based upon
objectively verifiable evidence, is realizable. The only objectively verifiable evidence the Company used in
determining the need for a valuation allowance included the future reversals of existing temporary taxable
differences. The effect on deferred tax assets and liabilities of changes in tax rates is recognized in the
statements of operations in the year in which the enactment date changes.

Provision for income taxes on unremitted earnings is made only for those amounts that are not
considered to be permanently reinvested.

Income (loss) per Common Share

Basic income (loss) per common share (“EPS”) is computed by dividing net income (loss) by the
weighted average number of shares outstanding during the year. Diluted EPS is computed by adjusting the
weighted average number of shares outstanding during the year for all potentially dilutive shares and
equivalents outstanding during the year using the treasury stock method. As further discussed in Note 24,
“Capital Stock, Founder’s Shares and Dividends Declared,” Founder’s shares, which provide the holder
thereof with certain control features, only participate in earnings to the extent of $0.005 per share for years
in which dividends are declared, and are limited to $0.05 per share upon liquidation. For purposes of
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computing EPS, dividends paid on Founder’s shares are deducted from earnings to arrive at earnings
available to common shareholders. Founder’s shares are not included in the basic or diluted weighted
average shares outstanding in the computation of income (loss) per common share.

The outstanding stock options under the Company’s 1987 Stock Option Plan and 1997 Stock Option
Plan are included in the diluted EPS calculation to the extent they are dilutive. The following is a
reconciliation of the numerator and denominator of the basic and diluted EPS computations.

For the years ended November 30,

2004 2003 2002
(in thousands, except per share data)
Net Income (LOSS) « . v v vt v et e e e $74,870  $(315,986) $(102,805)
Less: dividends on Founder’s shares ........................ — (69) (69)
Net income (loss) attributable to common shareholders . ......... $74,870  $(316,055) $(102,874)
Basic weighted average shares outstanding . . . ................. 61,767 54,949 54,930
Dilutive effect of stock options . . ....... ... ... ... ... . ... 863 — —
Diluted weighted average shares outstanding . . ................ 62,630 54,949 54,930
Basic Income (Loss) per share . ............. ..., $ 121 $ (575 § (1.87)
Diluted Income (Loss) per share . . ............. . ........... 1.19 (5.75) (1.87)

Outstanding stock options to purchase 2,649,302 shares were not included in the computation of
diluted EPS for the year ended November 30, 2004 because these stock options had exercise prices in
excess of the average market prices for the year, and to do so would have been antidilutive. The diluted
loss per share for the years ended November 30, 2003 and 2002 do not include common share equivalents
in respect to stock options of 117,648 and 181,561, respectively, as their effect would be antidilutive. All
outstanding stock options to purchase 3,962,918 and 3,423,080 shares were excluded from the calculation
of diluted EPS in 2003 and 2002, respectively, as the Company incurred net losses in these years. Refer to
Note 25, “Stock Option Plan” for further discussion.

Cash and Cash Equivalents

Cash and cash equivalents include time deposits and certificates of deposit with an original maturity of
three months or less.

Inventories

SOSA inventories and work in progress are stated at the lower of cost or net realizable value, with
provisions made against slow moving and obsolete items. The provision for excess and obsolete items is
analyzed at least annually on the basis of inventory counts, a review of recent and planned inventory use,
assessments of technical obsolescence, and physical inspections. Cost is determined in accordance with the
weighted-average cost method.

SSF’s raw materials, biomass, and finished goods are valued at average production cost or market
price, whichever is lower. Finished goods consist of frozen and processed fish products. SSF capitalizes all
direct and indirect costs of producing fish into inventory. This includes depreciation of production assets,
and farming overheads up to a site or farming regional management level. Normal mortalities (mortalities
that are natural and expected as part of the life cycle of growing fish) are accounted for by removing the
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biomass from the records, so that the accumulated capitalized costs are spread over the lower remaining
biomass. Abnormal mortalities (higher than natural or expected mortalities due to disease, accident or any
other abnormal cause) are accounted for by removing the biomass from the records and writing-off the
accumulated costs associated with that biomass at the time of the mortality.

At SSE the notion of abnormal losses is specific to the aquaculture business. Because SSF deals with
living organisms, there is a natural level of mortality in the life cycle, which is unavoidable in the process
from egg to grown fish. This is known as normal mortality, and it varies from species to species, region to
region, and depending on the stage in the life cycle of the fish. Normal mortality levels are set by
management in each region for each species they farm. Because normal mortalities are an expected cost of
getting a population of fish to market, the costs incurred in growing fish which are lost due to normal
mortality are carried in the cost of inventory of the remaining fish which are harvested and sold.

Abnormal mortality is mortality which is beyond what is normal mortality in terms of cause. Usually
this would be caused by an identifiable external factor like a disease outbreak, an accident, adverse
weather or water conditions, unusual adverse interaction with other natural organisms, attacks by
predators, sabotage or other such factors. Abnormal mortalities are expensed as incurred.

Costs are charged to the consolidated statements of operations as the fish are harvested and sold,
based on the accumulated costs capitalized into inventory at the start of the month of harvesting, and in
proportion to the number of fish or biomass of fish harvested as a proportion of the total at the start of the
year. Harvesting, processing, packaging and freight costs, which comprise most of the remaining operating
expenses, are expensed in the year in which they are incurred.

SSF recorded provisions and write-downs of $4.1 million, $14.8 million and $3.6 million in 2004, 2003
and 2002, respectively, against the carrying value of inventories, which is included in “Operating expenses”
in the consolidated statements of operations.

Assets Held for Sale

The Company classifies assets and disposal groups as being held for sale in accordance with SFAS
No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, when the following criteria
are met: management has committed to a plan to sell the asset (disposal group); the asset (disposal group)
is available for immediate sale in its present condition; an active program to locate a buyer and other
actions required to complete the plan to sell the asset (disposal group) have been initiated; the sale of the
asset (disposal group) is probable, and transfer of the asset (disposal group) is expected to qualify for
recognition as a completed sale within one year; the asset (disposal group) is being actively marketed for
sale at a price that is reasonable in relation to its current fair value and actions required to complete the
plan indicate that it is unlikely that significant changes to the plan will be made or that the plan will be
withdrawn.

Long-lived