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Deloitte & Touche LLP

Suite 400

3320 Ridgecrest Drive
Midland, Michigan 48642-5859

Tel: (989) 631-2370
Fax: (989) 631-4485

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

The Dow Chemical Company
Employees’ Savings Plan
Midland, Michigan

We have audited the accompanying statements of net assets available for benefits of The Dow Chemical
Company Employees’ Savings Plan (the “Plan”) as of December 31, 2002 and 2001 and the related
statements of changes in net assets available for benefits for the years then ended. These financial
statements are the responsibility of the Plan’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes 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 financial statements present fairly, in all material respects, the net assets available
for benefits of the Plan as of December 31, 2002 and 2001 and the changes in net assets available for
benefits for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying supplemental schedules listed in the Table of Contents are presented for
the purpose of additional analysis and are not a required part of the basic financial statements, but are
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting

" and Disclosure under the Employee Retirement Income Security Act of 1974. The supplemental

schedules are the responsibility of the Plan’s management. Such supplemental schedules have been
subjected to the auditing procedures applied in our audits of the basic financial statements and, in our
opinion, are fairly stated in all material respects when considered in relation to the basic financial
statements taken as a whole.

o, bt v toacde L

June 16, 2003

Deloitte
Touche
Tohmatsu



THE DOW CHEMICAL COMPANY
EMPLOYEES’ SAVINGS PLAN

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

DECEMBER 31, 2002 AND 2001

ASSETS:

Investments, at fair value:
Pooled Funds
The Dow Chemical Company common stock:
Dow Stock Fund

ESOP Fund (including unallocated shares of $185,601,480
and $276,357,220 in 2002 and 2001, respectively)

Temporary investments
Participant loans
Investment contracts—at contract value

Total investments

Receivables:

Employer contributions
Employee contributions
Interest—dividends and other

Total receivables

Total assets

LIABILITIES:

Other payables
Notes payable

Total habilities

NET ASSETS AVAILABLE FOR BENEFITS

See notes to fmancial statements.

2002 2001
$1,316,450,452 $1,663,678,606
699,565,413 770,040,461
625,979,296 775,596,050
91,953,878 131,636,093
84,936,064 102,519,951
1,579,268,204 1,480,849,594
4,398,153,307 4,924,320,755
116,228 2,633,406
2,983,388 2,949,862
17,253,228 18,326,399
20,352,844 23,909,667
4,418,506,151 4,948,230,422
24,565,433 18,020,526
60,851,254 90,343,446
85,416,687 108,363,972
$4,333,089464  $4,839,866,450




O

]

(»

THE DOW CHEMICAL COMPANY
EMPLOYEES’ SAVINGS PLAN

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001
ADDITIONS:
Contributions:
Employer $ 54,381,587 $ 46,129,706
Employees 157.315.742 106,346,811
Total contributions 211,697,329 152,476,517
Plan mergers 2.417.853.596
Total additions 211,697,329 2,570,330,113
DEDUCTIONS:
Investment loss (income):
Plan interest in The Dow Chemical Company Master
Investment Trust investment income (36,158,957)
Net depreciation in fair value of investments 501,640,087 264,336,223
Dividends (60,311,165) (21,537,959)
Interest (85,145.300) (42,505,129)
Net investment loss 356,183,622 164,134,178
Distributions and withdrawals 354,336,602 145,158,219
Interest expense 7,154,097 6,349,560
Administrative expenses 799,994 1,349,762
Total deductions 718,474,315 316,991,719
NET (DECREASE) INCREASE (506,776,986) 2,253,338,394
NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year 4.839.866.450 2,586,528.056
End of year $4,333,089,464 $4.839,866,450

See notes to financial statements.
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THE DOW CHEMICAL COMPANY
EMPLOYEES’ SAVINGS PLAN

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2002 AND 2001

L

DESCRIPTION OF THE PLAN

On February 1, 2001, The Dow Chemical Company (the “Company” or “Dow”) Salaried Employees’
Savings Plan changed its name to The Dow Chemical Company Employees’ Savings Plan (the “Plan”)
as a result of the merger with other affiliated companies’ 401(k) plans. On December 27, 2001, the Plan
merged with The Savings and Investment Program for Employees of Union Ca:blde Corporation and
Participating Subsidiary Companies (see Note 8).

The following description of the Plan provides only general information. Participants should refer to the
Plan document or summary plan description for a more complete description of the Plan’s provisions.

General—The Plan is a defined contribution plan subject to the provisions of the Employee Retirement
Income Security Act of 1974 (“ERISA”), and covers any person who is or becomes a regular employee
of the Company, or of certain of the Company’s subsidiaries. A Union Carbide Corporation (“UCC”)
participant is entitled to a Company matching contribution upon contribution to the Plan; other
participants are not entitled to a Company matching contribution or any Company discretionary
contributions until the participant completes one year of eligibility service. A Dow salaried or ANGUS
Chemical Company (“ANGUS”) hourly participant is eligible to receive an Employee Stock Ownership
Plan (“ESOP”) mandatory contribution when employed through December 31 of any given year. The
determination of eligibility service for any individual who is covered under a collective bargaining
agreement and who subsequently becomes a salaried employee is based on the original hire date. The
Retirement Board administers the Plan.

Employee Contributions—Plan participants generally may elect to contribute from 1% to 19%,
depending on the participant’s base pay, limited to a 1% minimum contribution. Employees who-do not
exceed the gross compensation limits are limited to 19% of base pay in 1/2% increments, with a 1%
minimum contribution. The maximum yearly gross compensation contribution made through payroll
deductions was $11,000 and $10,500 in 2002 and 2001, respectively. Plan participants may elect to
increase, decrease, suspend, or resume compensation deferrals at any time. New elections are effective
as soon as practicable after the request is processed.

Company Contributions—Company contributions to the Plan are comprised of the ESOP mandatory
contribution and a matching contribution. The ESOP mandatory contribution guarantees each Dow
salaried and ANGUS hourly participant a total contribution of at least 1% of their annual base pay. The
ESOP Trustee releases the shares of common stock of the Company to Plan participants based on
principal and interest repayments of the notes. If the release of Company common stock results in a
contribution to Plan participants of less than 1% of base salary, an additional contribution of Company
common stock will be made. No mandatory contributions were required for the years ended

December 31, 2002 and 2001.
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Dividends on the shares of stock held by the ESOP are used to meet principal and interest obligations of
the ESOP notes. For the years ended December 31, 2002 and 2001, dividend income of the common
stock was not adequate to offset the interest and principal payments of the notes of the ESOP Fund.
Accordingly, ESOP Company contributions of $6,847,738 and $5,452,734 were made in 2002 and
2001, respectively.

The Company matching contribution is calculated as 50% of the first 6% of annual base pay deferrals in
2002 and 2001 for Dow salaried participants and 75% of the first 7.5% of compensation for UCC
participants, and is made each pay period based on Plan participants’ contributions during that pay
period. Company contributions made to UCC participants are made only as matching contributions and
are made exclusively in ESOP common stock. Beginning July 1, 2002, Company contributions were
made in ESOP common stock, except those for certain employees subject to bargaining agreements
which are made in cash.

Temporary Investments—Temporary investments are investments in short-term money market funds in
the respective investment funds.

Restricted Stock—Participant balances in the Dow Stock Fund included in the Plan can be a
combination of restricted and non-restricted funds. Company mandatory contributions to the ESOP
Fund, including any stock rolled over from predecessor plans, are restricted and cannot be transferred to
other funds. However, upon attaining age 50, a participant has the option of transferring the restricted
stock into any fund with the exception of the Dow Stock Fund. Such transfers of restricted stock ESOP
Fund in the are limited to 1% increments under the following transfer schedules:

Age Stock Eligible for Transfer
50-54 Up.to 25% of the account balance each year
55-59 Up to 50% of the account balance each year
60 & Over Up to 100% of the account balance each year

For UCC participants who terminated employment at any age or retired prior to January 1, 2002, 100%
of their account is immediately diversifiable, in accordance with Internal Revenue Service (“IRS”)-
regulations.

Account Valuation—Participant account balances reflect the total contributions made to the Plan by the
employee and the Company, plus investment results (which are allocated on a pro rata basis) less
expenses and withdrawals.

Vesting—Participants are immediately vested in all amounts credited to their Plan account, including
employee contributions, the Company matching contribution and investment earnings. Dow salaried or
ANGUS hourly participants who terminate employment before December 31 for any reason other than
retirement, disability or death do not receive the ESOP mandatory contribution. Participants who
transfer from the Company’s employment or from a participating employer to a subsidiary of the
Company which is at least 50% owned by the Company and which is not a participating employer will
participate in the ESOP mandatory contribution for the Plan in the year of the transfer.
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Benefits Distribution—Benefits are generally distributable upon termination of employment as a lump
sum payment or may be deferred until any future date. Eligible retirees age 65 or older, or age 50 and
over with at least 10 years of eligibility service, may also request partial withdrawals from the Plan.
Active employees can request in-service distribution upon the attainment of age 59-1/2. After-tax
withdrawals are available once every six months. In certain limited hardship situations (as defined by
IRS regulations), participants may withdraw up to 100% of their employee contributions account
balance.

Participant Loans—Active participants may borrow from their employee contributions, plus earnings
on those contributions, with a minimum loan of $1,000. Plan loans are limited to the smaller of:

e 50% of the total account balance, or
e  $50,000 less the highest outstanding loan balance in the preceding 12 months.

Loan repayments for active employees are made through payroll deductions, on an after-tax basis, with

a minimum term of six months and a maximum of 54 months for any purpose other than the purchase of

a primary residence; and a minimum term of six months and a maximum of 120 months for loans for the
purpose of purchasing a primary residence. Repayments, both interest and principal, are credited to the
participant’s account and are allocated among the fund options according to the participant’s current
investment election. A fixed interest rate is applied to the loan. This rate is equal to the prime rate as
listed in the Wall Street Journal-Eastern Edition on the last day of each calendar quarter before the loan
1s processed (February 2, 2001 forward) or the prime rate as listed by Bankers Trust Company in New
York (“Bankers Trust”) on the last working day of the month before the day the loan is processed

(April 1, 1999 through February 2, 2001). The range of rates on loans outstanding at December 31,
2002 and 2001 was 4.75% to 11%.

Administration—Administrative expenses of the trustee are charged to the Plan. Prior to February 1,
2001, the net assets of the Master Trust for the Plar and the Dow Hourly Employees’ Savings Plan
(“Hourly Plan”) were held by Bankers Trust who acted as independent trustee and custodian for all of
the investments in the Master Trust. Bankers Trust managed certain Plan investments in the Master
Trust, such as shares of commingled funds, a directed cash fund account, and a synthetic guaranteed
investment contract managed by Deutsche Bank, the parent corporation of Bankers Trust. On February
2, 2001, the net assets of the Master Trust were transferred to Fidelity Management Trust Company
(“Fidelity”) (see Note 3).

Prior to January 2, 2002, the assets for the UCC plan were held by Manufacturers Hanover Trust
Company and the assets of the ESOP Trust for the Plan were held by State Street Bank and Trust
Company (“State Street”). On January 2, 2002, the assets of the UCC plan and the ESOP Trust were
transferred to Fidelity. Fidelity manages certain Plan investments, such as shares of commingled funds.

All transactions with Bankers Trust, Fidelity, Manufacturers Hanover Trust Company, and State Street
qualify as party-in-interest transactions.

Amendment or Termination—The Plan does not have an expiration date. The Company’s Board of
Directors, however, may at any time terminate, amend or modify the Plan, subject to certain rights of
the Plan participants. Upon termination of the Plan, each participant is entitled to receive the entire
balance in his or her account in accordance with the terms of the Plan.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The financial statements for the Plan have been prepared in accordance with
accounting principles generally accepted in the United States of America. Investment transactions are
accounted for on the trade date, and dividend and interest income are recorded when earned.

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 net assets available for benefits and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
changes in net assets available for benefits during the reporting period. Actual results could differ from
those estimates. The Plan invests in common stock and various investment instruments including pooled
funds. Investment securities, in general, are exposed to various risks, such as interest rate, credit and
overall market volatility. Due to the level of risk associated with certain investment securities, it is
reasonably possible that changes in the values of investment securities will occur in the near term and
that such changes could materially affect the amounts reported in the statements of net assets available
for benefits.

Investments—Investments of the Plan consisting of common stock of The Dow Chemical Company and
pooled funds are stated at fair value based upon quoted market prices. Investments in investment
contracts are stated at contract value. Common stock is stated at fair value based on the quoted market
value of such securities at year-end. Temporary investments and participant loans receivable are stated
at cost which approximates fair value. '

Investments of the Interest Income Fund included in the Plan consist of unallocated contracts with
insurance companies, bank Guaranteed Investment Contracts (“GICs”), and synthetic investment
contracts (see Notes 4 and 5). Synthetic investment contracts operate similarly to a separate account
investment contract, except that the assets are placed in a trust (with ownership by the Plan) rather than
a separate account of the contract issuer. Investment contracts included in the Plan other than the
synthetic arrangements are subject to fixed interest rates. The synthetic investment contracts provide for
prospective crediting interest rate adjustments based on the interest earnings and fair value of the
underlying trust assets. The crediting interest rates are reset monthly or quarterly, depending on the
contract, and the contracts include wrappers that provide that the crediting interest rates cannot be less
than zero. The average crediting interest rate of the synthetic investment contracts as of December 31,
2002 and 2001 was approximately 5.5% and 5.9%, respectively.

All investment contracts are considered benefit responsive and are therefore recorded at contract value
in accordance with the American Institute of Certified Public Accountants’ Statement of Position 94-4,
Reporting of Investment Contracts Held by Health and Welfare Benefit Plans and Defined Contribution
Pension Plans. The average yield for the Interest Income Fund was approximately 4.05% and 5.9% for
the years ended December 31, 2002 and 2001, respectively. There are no reserves against the contract
value for credit risk of the contract issuer or otherwise.

Benefits Payable— Amounts payable to persons who have withdrawn from participation are not
recorded as a liability of the Plan. There were no benefits payable to participants who have withdrawn
from participation in the Plan as of December 31, 2002 and 2001.

Tax Status—The IRS has determined and informed the Company by a letter dated March 5, 2003, that
the Plan is qualified and the trust established under the Plan is tax-exempt under the appropriate
sections of the Internal Revenue Code (the “Code”).
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Derivative Instruments—The Plan accounts for derivative instruments in accordance with Statement of
Financial Accounting Standards (“SFAS”) No. 133, Accounting for Derivative Instruments and
Hedging Activities, as amended. Due to the Plan’s limited use of financial instruments to manage its
exposure to market risks, the adoption of SFAS No. 133 did not have a material impact on the Plan’s
financial statements.

Reclassifications—Certain reclassifications of prior year amounts have been made to conform to the
current year presentation.

MASTER TRUST

Effective April 1, 1999, the Company created the Master Trust for the purpose of commingling certain
investments of the Plan and the Dow Employees’ Hourly Savings Plan. Through February 2, 2001, the
net assets of the Master Trust were held by Bankers Trust who acted as independent trustee and
custodian for all of the investments in the Master Trust. On February 2, 2001, the net assets of the
Master Trust were transferred to Fidelity, who now acts as the independent trustee, custodian and
record keeper for certain investments of the Plan (see Note 4). The Master Trust terminated as of
Febmary 2, 2001.

The total net investment income of the Master Trust for the period January 1, 2001 through February 2,
2001 is as follows:

Net (depreciation) appreciation as determined by quoted market prices:

Common stock of The Dow Chemical Company $(32,986,013)
Pooled funds 59,395,173
Net 26,409,160
Dividends 294,421
Interest 3,698,827
Total net Master Trust investment income $ 30,402,408

During the period January 1, 2001 through February 2, 2001, the Plan held an interest of approximately
95% of the Master Trust net assets.

The total net investment income relating to the Master Trust was allocated monthly to the participating
plans by the trustee based on the plan’s interest in the individual funds of the trust.

INVESTMENTS

Effective February 1, 2001, the Plan changed its trustee and custodian from Bankers Trust to Fidelity
and its record keeper from Kwasha Lipton to Fidelity. On February 2, 2001, the net assets of the Master
Trust held by Bankers Trust were transferred to Fidelity. As a result of the change in trustee and
custodian, the investment options of the Plan changed. Participants now have the option of investing in
approximately 50 funds. Effective December 27, 2001, the UCC plan merged into the Plan. The net
assets of the UCC Plan were held by Manufacturers Hanover Trust Company through January 2, 2002.
The net assets of the ESOP Trust were held by State Street through January 2, 2002.



The following table presents the Plan’s investments at December 31, 2002 and 2001. Investments that
exceeded 5% or more of the Plan’s net assets available for benefits are separately identified.

Investments at Fair Market Value as

Determined by Quoted Market Prices 2002 2001
Common stock of The Dow Chemical Company:

*ESOP Fund $ 625,979,296 $ 775,596,050
Dow Stock Fund 699,565,413 770,040,461
Total 1,325,544,709 1,545,636,511
Growth Equity Fund 268,313,462 424,595,767
Index Equity Fund 345,834,785 499,325,703
Other 879,192,147 973,913,180
Total 2,818,885,103 3,443,471,161

Investments at Contract Value

**GICs 529,516,453 21,006,885
**Synthetic GICs 1,049,751,751 1,459,842.709

Total 1,579,268,204 . 1,480,849,594
Total investments $4,398.153,307 $4,924.320,755

*Nonparticipant-directed
**Refer to Note 5 for separate identification of GICs that exceed 5% of the Plan's net assets
available for benefits.

Net (depreciation) appreciation in the fair value of investments of the Plan for the years ended
December 31, 2002 and 2001, is as follows:

Investments at Fair Market Value as

Determined by Quoted Market Prices 2002 2001
Common stock of The Dow Chemical Company:

ESOP Fund $ (91,827,404) $ (13,866,135)
Dow Stock Fund (57,963,941) 4,568,773
Growth Equity Fund (110,684,783) (93,162,180)
Index Equity Fund (104,107,742) (83,542,428)
Pooled Funds (137,056,217) (78,334.253)
Total $ (501,640.087) § (264,336,223)
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INVESTMENT CONTRACTS

The contract value and current value of the investment contracts at December 31, 2002 are as follows:

GICs:

Jackson National Life Insurance Company G13341
annuity, variable rate

SunAmerica Life Insurance Company #4842A
annuity, due 11/20/03, 5.75%

Caisse des Depot #251-03-1 annuity, due 8/26/03,
variable rate

*ING Life Insurance and Annuity Company #60031, 2.71%

Business Men’s Assurance Company of America
#1323 annuity, due 11/03/03, 5.48%

*State Street Bank & Trust #102069, variable rate

Total GICs

Synthetic GICs:
UBS AG:
#5045 annuity, variable rate
*#3065 annuity, variable rate
Allstate Life Insurance Company #77082 annuity,
variable rate
Pacific Life G-26108 annuity, variable rate
Monumental Life Insurance Company:
BDAOO168TR-A annuity, variable rate
MB8S8TR annuity, variable rate
State Street Bank & Trust #98036-1 annuity,
variable rate
JP Morgan Chase Bank:
*#433823 annuity, variable rate
*AUNIONO1 annuity, variable rate
Bank of America NT & SA #01-095 annuity,
variable rate

Total Synthetic GICs

Total Investment Contracts

*Investment exceeds 5% of net assets available for benefits.

-10 -

Contract Value

Current Value

$ 10038377 $ 10,096,743
2,513,756 2,606,561
10,034,527 10,187,540
247,180,612 255,304,996
2,017,028 2,083,385
257.732.153 266.,658.933
529,516,453 546,938,158
16,134,233 17,190,307
239,560,504 255,359,147
4,220,602 4,325,275
127,631,364 137,863,548
125,225,040 134,344,924
12,026,027 12,301,668
25,508,780 27,155,504
239,913,675 255,359,147
239,913,675 255,359,147
19,617,851 20,638,321

1,049,751,751

1,119,896,988

$1,579,268,204

$ 1,666,835,146
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The contract value and current value of the investment contracts at December 31, 2001 are as follows:

Contract Value  Current Value

GCs:
Jackson National Life Insurance Company G13341
annuity, variable rate $ 10,048,087 $ 10432,163
SunAmnxrica Life Insuance Company #4842A
annuity, due 11/20/03, 5.75% 2,376,568 2,469,109
Business Men’s Assurance Company of America _
# 1323 annuity, due 11/03/03, 5.48% 2,017,617 2,086,273
Caisse des Depot:
#251-02-1 annuity, due 12/12/02 6,523,414 6,788,374
#251-03-1 annuity, due 12/12/02 41,199 (121,101)
Total GICs 21,006,885 21,654,818
Synthetic GICs:
UBS AG:
#5045 annuity, variable rate 126,849,590 131,267,055
#3065 annuity, variable rate 228,034,163 235,672,096
Allstate Life Insurance Company #77082 annuity,
variable rate 79,853,031 79,727,104
Pacific Life G-26108 annuity, variable rate 80,772,550 83,928,408
Monumental Life Insurance Company:
BDAOQO168TR-A annuity, variable rate 79,028,116 82,651,077
MSS8TR annuity, variable rate 50,980,242 52,393,001
State Street Bank & Trust #98036-1 annuity,
variable rate 137,698,867 137,983,310
JP Morgan Chase Bank:
#42890 annuity, variable rate 79,003,192 80,530,187
#433823 annuity, variable rate 228,422,120 235,672,096
AUNIONOI annuity, variable rate 228,422,120 235,672,006
Bank of America NT & SA #01-095 annuity, : .
variable rate 140,778,718 141,738,664
Total Synthetic GICs 1,459,842,709 1,497,235,094
Total Investment Contracts $1,480,849,594 $1,518,889,912

EMPLOYEE STOCK OWNERSHIP PLAN AND NOTES PAYABLE

The ESOP is an integral part of the Plan. On December 27, 2001, the UCC ESOP and Dow ESOP were

merged into one ESOP trust under the Plan.

-11 -



C}

O

O

The Dow ESOP Trust was established pursuant to an Employee Stock Ownership Plan Trust Agreement
(the “Trust Agreement”). The Trust Agreement authorized the Dow ESOP Trustee, Bankers Trust
through December 1, 2001, State Street from December 1, 2001 through January 2, 2002, and Fidelity
from January 2, 2002 forward, to borrow money, if so directed by the Board of Directors, upon such
terms and conditions as are permitted under ERISA and as are advisable or proper to carry out the
purposes of the ESOP Trust. The proceeds of any such loan, and cash contributions by the Company to
the ESOP Trust not used to repay any such loan or to pay expenses of the ESOP Trust, must be used to
acquire shares of common stock of the Company.

Pursuant to a Preferred Stock Purchase Agreement between the Company and the Dow ESOP Trust, the
Dow ESOP Trust initially purchased 1,602,322 shares of preferred stock for $137,999,982. To finance
the purchase of the preferred stock, the Dow ESOP Trust borrowed the purchase price. The preferred
stock was redeemable in whole or part at the Company’s option any time after January 1, 2000 at
$86.125 per share plus an amount equal to all accrued and unpaid dividends. On February 9, 2000, the
Company exercised its option to redeem the preferred stock. On that same date the trustee of the Dow
ESOP Trust elected to convert the preferred stock into common stock at a ratio of 1:1. The ESOP
Trustee now holds common stock of the Company.

The indenture governing the notes provides that the Company will make cash contributions to the ESOP
Trust on or prior to the date on which each payment of principal or interest on the notes is scheduled to
become due in amounts which, when added to earnings received on such contributions and earnings
(including dividends on the common or preferred stock) on the assets of the ESOP Trust, together with
any other assets lawfully available for this purpose, will be sufficient and lawfully available to timely
make such principal, premium or interest payment, except to the extent inconsistent with the
requirements of ERISA or the Code. Unless the Company shall itself make payments to satisfy the
ESOP Trust’s other payment obligations under the indenture, the Company also agrees to make such
additional cash contributions to the ESOP Trust to enable the ESOP Trust to satisfy its other
obligations, except to the extent inconsistent with the requirements of ERISA or the Code. In order to
comply with federal regulations applicable to certain loans to employee stock ownership plans, neither
the indenture trustee (Continental Bank) nor holders of the notes will have any recourse against the
ESOP Trust for payments with respect to the notes.

Notes payable at December 31, 2002 and 2001, include $28,700,000 and $41,500,000, respectively, of
9.42% Guaranteed Amortizing ESOP Notes due 2004. The Company has guaranteed repayment of the
notes. Annual installments on the notes for the next two years as of December 31, 2002 are as follows:
2003—%$13,800,000 and 2004—3%$14,9000,000.

UCC also had an ESOP trust as part of the UCC plan, which was merged with the Dow ESOP Trust into
one ESOP trust under the Plan on December 27, 2001. On November 16, 1990, Union Carbide loaned
the UCC ESOP $325,000,000 at 10% per annum with a maturity date of December 31, 2005. The loan
was used to purchase shares of UCC convertible preferred stock. Conversion of the preferred shares to
common shares in 1992, together with a restructuring and special stock dividend associated with the
spin-off of Praxair, resulted in a share repurchase and $201,000,000 principal repayment of the UCC
ESOP loan. UCC ESOP shares were converted into shares of Dow stock on February 6, 2001. On
December 27, 2001, the ESOP note for the acquisition of the UCC ESOP shares was restructured with a
new maturity date of December 31, 2023 and a new interest rate of 6.96%.

-12-
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As part of the consideration for the restructuring of the note, UCC agreed to release its security interest
in the ESOP shares and to an amortization schedule as follows: 10% of the outstanding balance shall be
paid by December 31, 2005; an additional 15% of the outstanding balance shall be paid by

December 31, 2010; an additional 25% of the outstanding balance shall be paid by December 31, 2015;
and the remaining 50% of the outstanding balance shall be paid by December 31, 2023. As additional
consideration, Dow agreed, in the event no other Plan contributions including Company matches are
made by Dow, to contribute $73,000,000 in new value into the Plan by December 31, 2023. As of
December 31, 2002 and 2001, the principal amount outstanding on the restructured ESOP note was
$32,151,254 and $48,843,446, respectively.

Dividends on shares held by the ESOP are paid to the ESOP and, together with Company contributions,
are used, in part, by the ESOP to make debt service payments on the loans. The Company declared
common stock dividends of $1.34 and $1.295 per share during 2002 and 2001, respectively. Shares are
released for allocation to participants based on the ratio of the current year’s debt service to the sum of
the principal and interest payments over the combined life of the two loans.

-13-
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7. NONPARTICIPANT DIRECTED INVESTMENTS

Nonparticipant directed investments and changes therein are as follows:

December 31
2002 2001
Net assets available for benefits:
Investments:
The Dow Chemical Company common stock $ 625,979,296 $ 775,596,050
Temporary investments 1,406,192 323,480
Interest, dividends and other receivables 7,861,708 7,691,693
Notes payable (60,851,254) (90,343,446)
Other payables (5,181,381)
Total net assets available for benefits $ 569,214,561 $ 693,267,777
Year Ended December 31
2002 2001
Change in net assets:
Investment (loss) income:
Net depreciation in fair value $ (91,827,404) 3 (13,866,135)
Dividends 29,190,262 11,358,186
Interest 150,177 76,061
Total investment loss (62,486,965) (2,431,888)
Contributions—employer 6,847,738 12,017,357
Distributions and withdrawals (61,023,501) (1,732,828)
Administrative expenses (91,659) (26,461)
Interest expense (7,154,097) (6,349,560)
Asset transfers (Note 8) 603,729,643
Transfers to other funds (144,732) (1,039,266)
Total change in net assets (124,053,216) 604,166,997
Net assets available for benefits:
Beginning of year 693,267,771 89,100,780
End of year $ 569,214,561 $ 693,267,777

Investments in The Dow Chemical Company common stock are recorded at fair value based on the
quoted fair value of such securities at year-end. Temporary investments are recorded at cost which
approximates fair value.
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8.

PLAN MERGERS

The following defined contribution plans and employee stock ownership plan were merged into the Plan

during 2001:

Plan
Dow Hourly Employees’ Savings Plan
Investment Plan for Employees of ANGUS Chemical Company
Flexible Products Company Employee Savings Plan
Flexible Products Company Employee Stock Ownership Plan
Hampshire Chemical Retirement Savings Plan for Nashua Employees

The Savings and Investment Program for Employees of Union Carbide
Participating Subsidiary Companies

Union Carbide Corporation Employee Stock Ownership Plan

Total

PROHIBITED TRANSACTIONS

Effective
Date of
Merger
2/1/01
2/1/01
2/1/01

2/1/01

3/1/01

12/27/01

12/27/01

Investments
Transferred

$ 143,701,874

43,903,189

9,339,668

46,253,009

4,463,706

1,566,462,507

603,729,643

$2,417,853,596

Participant contributions totaling $141.10 were not remitted timely to the Trust during January 2002.
The participant account was credited to reflect the correct amount that should be in their account, with
interest, on November 8, 2002. Excise tax of $21.17 will be remitted to the IRS by July 31, 2003.

F ok ok ok ok ok
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THE DOW CHEMICAL COMPANY EMPLOYEES’ SAVINGS PLAN

PLAN SPONSOR: The Dow Chemical Company
EMPLOYER IDENTIACATION NO. 38-1285128

PLAN NO, 002

SCHEDULEH, LINE 4i—SCHEDULE OF ASSETS (HELD AT END OF YEAR)

INCLUDING APPENDICES A—H

(c)
Description of Investment (d)
(b) Including Maturity Date, Costor (e)
Identity of Issue, Borrower, Rate of interest, Collateral, Contract Current
(a) Lessor or Similar Party Par, or Maturity Value Value Value
* Common Stock of The Dow Chemical Company:
Dow Stock Fund 23,554,391 shares $ 699,565,413
ESOP Fund 21,076,744 Shares $207,005,468 625,979,296

Praxair Stock Fund 3,385,024.048 shares 35,339,651
Index Equity Fund 52,083,551.91shares 345,834,785
US Treasury Fund 23,859,126.3 shares 23,859,126
Janus Enterprise Fund 138,780.374 shares 3,185,010
Janus Mercury Fund 382,104.957 shares 5,639,869
TRP Blue Chip 147,773.048 shares 3,243,618
TRP Mid Cap Growth 470,065.819 shares 14,590,843
M SI Emerging M arkets 155,625.041shares 1,565,588
TRP Small Cap Stock 503,707.705 shares 10,829,716
TRP Equity Income 563,729.437 shares 11,156,206
Janus Worldwide 209,651.825 shares 6,736,113
TRP International Stock 102,606.52 shares 911,146
TRP High Yield 588,360.125 shares 3,689,018
Vang Value Index Adm 255,765.258 shares 3,746,961
American Century High Yield 154,519.393 shares 917,845
American Century Income Growth 42,980.537 shares 935,256
American Century Growth Inst 31,532.886 shares 457,227
American Century Real Estate 660,945.319 shares 10,204,996
FFTW Intl Portfolio 868,450.012 shares 7,529,462
JP Morgan US Small Company Inst 206,689.603 shares 2,056,562
Vang Convertible Sec ) 86,677.114 shares 902,309
Vang Selected Value 1,280,928.189 shares 14,679,437
TAM Broad M arket Duration 627,665.942 shares 7,412,735
FID Int] Growth Pool 7.976,284.123 shares 55,036,360
Capital Guardian US Equity Fund 256,690.936 shares 1,778,868
Capital Guardian Global Balanced 3,063,179.178 shares 25,791,969
Capital Guardian Global Equity 172,753.516 shares 1,178,179
Capital Guardian Emerging M arket Equity 62,271.533 shares 398,538
Capital Guardian Intl Small Cap 53,351.476 shares 283,296
Capital Guardian US Investment Grade 134,462.387 shares 1,465,640
Growth Equity 43,699,260.951 shares

*

Forward

Represents a party-in-interest to the Plan.
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THE DOW CHEMICAL COMPANY EMPLOYEES’ SAVINGS PLAN

PLAN SPONSOR: The Dow Chemical Company
EMPLOYER IDENTIFICATION NO. 38-1285128
PLAN NO. 002

SCHEDULE H, LINE 4i—SCHEDULE OF ASSETS (HELD AT END OF YEAR)
INCLUDING APPENDICES A—H

()
, Description of Investment
{b) Including Maturity Date, (d)
Identity of Issue, Borrower, Rate of Interest, Collateral, Cost or
(a) Lessor or Similar Party Par, or Maturity Value Contract Value

Forward
* Fidelity Puritan 383,104.994 shares
* Fidelity Magellan 1,038,844.053 shares
* Fidelity Contrafund 1,506,987.065 shares
* Fidelity Equity Income 1,442,015.218 shares
* Fidelity Growth Co 1,594,047.798 shares
* Fidelity Investment Grade Bond 3,534,406.143 shares
*  Fidelity Growth & Income 306,358.38 shares
* Fidelity Blue Chip 369,117.047 shares
* Fidelity Low Pr Stock 2,204,379.123 shares
* TFidelity Aggressive Growth 909,106.326 shares
* Fidelity Divers International 582,076.425 shares
*  Fidelity Dividend Growth 1,045,417.591 shares
* Fidelity Freedom Income 135,684.748 shares
*  Fidelity Freedom 2000 954,060.294 shares
* Fidelity Freedom 2010 1,218,551.722 shares
* Fidelity Freedom 2020 864,706.874 shares
* Fidelity Freedom 2030 411,668.623 shares

SPTN Estnd Mkt Index 39,520.428 shares

Temporary Investments 4.75%9%

* Participant Loans

Total investments at fair value as determined by quoted market prices

* Represents a party-in-interest to the Plan.
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{e)
Current
Value

$2,195,214,500

6,049,229
82,027,126
58,169,701
57,204,744
56,461,173
26,755,455

9,285,723
11,789,598
55,484,223
10,172,900

9,988,431
23,333,721

1,438,258
10,504,202
13,940,232

9,200,481