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Audit report in accordance with Art. 732 CO regarding the

reduction of the share capital

The Board of Directors of Ciba Specialty Chemicals Holding Inc. has engaged us to prepare the

audit report on the intended reduction of the share capital.

The balance sheet as of December 31, 2004 and the proposal for the reduction of the share capi-
tal are the responsibility of the Board of Directors. Our responsibility is to express an opinion
on whether the claims of the creditors are still fully covered after the proposed capital reduction
based on our audit. We confirm that we meet the legal requirements concerning professional

qualification and independence.

In this case the Board of Directors proposes that the share capital of

divided into 70,826,617 registered shares of nominal CHF 3 per share
through cancellation of 1,762,000 registered shares of nominal CHF 3
or in total

shall be reduced to

Further the Board of Directors proposes that the share capital of

divided into 69,064,617 registered shares of nominal CHF 3 per share
through repayment of CHF 2 per share or in total

shall be reduced to

CHF 212,479,851
CHF 5,286,000
CHF 207,193,851
CHF 207,193,851
CHF 138,129,234
CHF 69,064,617

After the reduction the share capital is divided into 69,064,617 registered shares of a nominal

value of CHF 1 each.

The repayment is made in cash.

& Offices in Aarau, Baden, Basel, Berne, Geneva, Kreuzlingen, Lausanne, Lucerne, Lugano, Neuchitel, St.Gallen, Zug, Zurich.

s Member of the Swiss Chamber of Auditors.
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Our audit was conducted in accordance with auditing standards promulgated by the Swiss pro-
fession, which require that an audit be planned and performed to obtain reasonable assurance
about whether the evaluation of the full coverage of the creditors after the capital reduction is
free from material misstatement. We have performed audit procedures appropriate in the cir-
cumstances. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the claims of creditors will still be fully covered after the reduction of the share
capital.

Ernst & Young Ltd

e
- Manuel Aeby Patrick Fawer

Swiss Certified Accountant Swiss Certified Accountant
(in charge of the audit)

Enclosure:
- Balance sheet as of December 31, 2004, before and after capital reduction.
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