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SECURITIES AND EXCHANGE COMMISSION

Warhinpion, .C. 20549

FORM 10-K

ANNUAL REFORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURTTTES EXCHANGE ACT OF 1934—
For the fiscal vear ended December 31, 2015
Commission file pamber 15467

VALHI, INC.

{Exact nat of Fog mran pegpee Fed p oo chaefsr)

Delaware BT-H110150
[Svace or ather Jur sd ct ow ol (IRE Hnployer
IncoTporat o 0T OTERD E8t an) Ldant £ eat on Mo}
5430 LE) Freesay, Sulte 1700, Dallas, Toxas TRIO-2657
(Address pfproc pd execor ve off ces) {£p Code)

Regisrant’s felephone number, including ares code: [9727233-1700
Becurities regisered pursuant o Sectlon 12(b) of the Ack:

T e of each clase Hame 0fench exchange 0o wh ch ey seced
Comtnon stock €5 0 par valus per thare) Meaw ¥ark Btack Exchange
Seeurities registered parseant én Secton T2 ol the At
' Nome.

Imdicate by checl mad:
I the Registmol is & well krown seasoned issver, as defined in Rule 405 afthe Becurities Ace  ¥ee O Mo [E
Ifthe Begisimnr is not cequitad 1o file repoms pursuant vo Section 3 or Bection  5(d)ofthe Aot Yoz O Mo E

Whether the Fepistant { b has filed al) repocte required 1o be filed by Seotion 3 or  S[d) of the Securities Brchange Aet of 834 dudng the preceding 2
Tomihs (or for such sharter peried thet The Fepgisrant was cequired to file such repors), end (2} has been sybicor m such filing requirements fr the past 90
daya  Yes E Mo O

Whether the regisant has submitted electronically end posted an 8 corporare Web eite, if any, every Interactive Dara Fils requited fo he submited and
posted purmant co Rule 4035 of Repoletion 3 T during the preceding 2 manths (ot for sach shorter pericd that the repistoant waa eqoited 1o submit and pos
euch filer) ‘ter E HNo O

I distlosure of delinguetnt filers pursuane o Gem £03 of Regulation 2 K is not contained herein, and will oot bo contained, w the best of Registrant’s
knowledge, in definitive proxy ot infommetion statemems ingozperated by teforence in Far I of this Porm O K or any amendment to this Form
K YeeOHN:E

Wherther the Repismant is a Tarpe aceslerated filer, an accelernied Filet ov a voh acoslerated filer or o smaller repoiring company (a5 defined in Rule 2k 2 of
the Act]

Large accelecated fler O Accelerarsd filer =
Non aeeelerated filer O Smaller reparting company |
Whether the Begisman ie 8 shell company (a5 dafined in Bule 2b 2 ofthe 4ct) Yes O Mo E

The uppregate macker value ofthe 5 million shareg of voting common stock held by nonatfiliates of Valhi, Tne s of Tune 30, 20 5 (the last businese day
of the Begistiant’s most tecently completed second fiscal guarmes approxivnated § 08 2 million

Az ofMarch 4, 20 6,339, 42949 shares of the Registmat’s conmmon stoek wees oufstanding

Dacments incorparated by reference

" The informarion required by Patt (11 is incotporated by refsrence Forn the Registrant’s definitive proxy statemnent tr be Bled with the Comrajssion purmant ta

Reguiation 44 noclater then 20 dayr after the end of the fiscal year eovered by thie repart
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FARTI

ITEB 1. BUSINESS

Yalhi, Ine (MYSE: VHI is primarly & holding company We operate through our wholly owned and mejerity oeusd subsidiatiss, inclodisg
L Tnclusmies, e, Kronos Worldwide, lne , CompX Intemational os and Waete Conrmol Specialisrs ILLC (“WCT) Kronoe (WESE: KRO), NL (WYSE: ML}
and Compi (NYSE MET: CI) each Hle periodic reports with the 17§ Securities snd Exchange Commisgion [*3ECT)

Ot pringipal executive offices are loceted o1 Theee Lincola Cenver 5430 LRI Freepay, fuite 700, Dallay, Texas 75240 Oortelsphone rumber
16 [T21233 700 We mainiain o worldwide weobsite acauwee rathi net

Brief History

LLC Comporation, our legsl predecessor wes incomporated in Delaware in 932 We are the soccessor company of the 98T merger of LLC Corpomation
aad woothet entity conmelled by Contran Corperation One of Conten's wholly owned subsidiaries held approximacsly 93% of Yalhi's cutstending sommes
soack gt December 3 , 20 5 Az dizcuzeed in Bote 10 our Consolidated Pingoeial Statemente, Lise B Simmons snd Secens 3iminens Conoelly may be
deemed 10 contml Contran and ws

Eley evente in owr higtory include:
' 979 Contran acquires control of LLC;
. 93 Conban acquires conemnl of our other prad ssessor coropansy;
. 932  Conroan acquites conool of Keyetone Consalidated lndusries, Ine , o predecessor to Comp i
. %34 Kevstons spins off an sotity chat inelndes what 3 o become Comnp X, this cadfy mbrequenily merges gith TLC;

. %86 Contean dequiess contro] of WL, which ar the ime owns  00% of Kmnoe and a 50% intereat in Titeniuinm Metals Corporation
TIMET™);

. QBT LLLC and soather Contran controlled company metge 1o fomm Yalhi, our cunent corporaie Sric s

. 98E ML zpinz off an entty thar tneludes 116 investment in TIMBT,

. 995 WCE beging etan up operations,

. g0  TIMET comjpletss an inidal publie offering,

« 2003 ML cotpletes the spin off of Eranoe thraugh the pro mrs diswibution of Kronos shares ¢ ity ehateho [ders ineluding us;
w2004 through 2005 ML digmibptes Kronos ehares T 15 shereholders, ineluding vs, throwgh quartedy dividends

v 2007 Wedistrbure all of awr TIMBT comman #1ock o our shareholders through a erock: dividend;

e ZOOE  WCE receives # fjoanse for the dispogal of bypmdvct wiaterial and heging construction of the byproduct facility infraemmcture;

«  ZO0% W0 ceceives a license tor the disposel of Clage A, B and C Yo level radioactive waste (PLLEW ) and oompletes constmeton of
the byprodust failinr;

v 20 8 HKronmos complecss & secondary qffering ofits comvmon stock lovwering owr evneeship of Kranos w 80%4;
» 20 WIZS begins construsticn on ig Campact end Federal “LLRW™ and mixed LLEW dizpoeal facilities;

o 202 WS onmpletes oonsrrocrion of ire Compacd and Feders] LLEW disposal facilities and commences operations o1 the Compact
Tacility;

v 20 % [nDeoember we sell 2ll of ourremaining intesest in TIMET and TIMET iz oo langer our affiliace,

v 20 2 InDecember CompX completes the sale of its furniture components business;

w203 CWOE commences operations an the Federal LLEW facility,
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« 203 InDeeermbet we purchosed an pdditons] ownsship incerest in and became the wajorty cwner of Basic Management, In¢ and The
LandWell Company; both companizs are now included in our Congolidated Financial Semenrs effective Decemberd (20 3;

« 205 The firsthomes in our Cadetce planted communicy wess completed by third pary builder and eold to the public; and

« 20 5 InMovernber e enrered intn st agresment for the sale of WS which is expected to clogs in the fingd half e 20 &

TInless atheraips indicared, refsrences in this repomt o "we”, "ue” or “our” refer io Walhi, Tne and it subsidienies, Taken as » whale

Forward-Looking Stakmeants

This Avnnal Rapor on Farm 0 K containg forward looking starsments within (he meaning of the Privers Secunties Litigation Beform At of
995, 2r amended  Stetemence in thie Annual Repart that are oot histones] facts are forward looking in waram and tepressnr managemenr® beliefe and
ssutnpTions besed oo comently evailable nformarion In sorad casos, you can identify forward looking statements by the uze of words such as “belisves”
“inends™ "may” should,” "cowld,” Vantcipates,” "expects” o comparables terminalagy, or by disenesivos of soategies ortrends Althowgh we helicre that
fhe eupectatione reflected in eueh farvard looking eatements sre masoneble, we do not know if these expectations will be comeer Such atatéments by their
natire inenlve substentiel daks and wncertainries that could sigoificantly impace expeeted resulte Actoal fore resules could differ maredally foem thoss
predicted The factoss that could pause actual fiture resulte to differ matenally from those described herein aws the risks and unceraintier discuzeed in this
Annual Beport and thoss deseribed thom Times o time in our oter Tlings with the SEC include, but ame not limited fo, the following:

¢ Puoug supply and demand for our produets,

»  Theextent of the dc,pn::l:.u.dcu:uu of certain of our bueinegets on certain madcet SeCHors;

»  Theeyolicality of gertain of our businessee fuunf:b ue Eranos' TR opecationsy,

»  Customer and prodwcer inventory levels;

s Lnoxpected or earlier :ha]l:u expected industry capacity expension (soch #sthe TICR indusry];

«  Changes in tam marerial and other operating coste (2ach ay energy, ok, zine and brass cogs) and our abilicy to paes those cotts oo o our
cuetomere or offsef them with reductions in other opetating coss,

o« Changns in the availahility of raw maveriale (goch a2 ore);

o Jeneral global eeonami and political conditions fiech a8 changes in the Leve] of groes domestic praduct in various regions of the world
and the impaet of fuch changes on demand for, atmong other things, Tidz and component producs),

o« Competilive produsts and prices and eubetitute produc s, ineloding inoeased comppetition fiom low cost manufactunog sooneed (Fuch as
Chinal,

a  Posrible disrupticn of cur businese or Increases in the cost of deing busiocss esulting from temoris activities or global confliens;

v Cusiomerand competitor strategice;

v Poiemial difficulties in integrafing fiture acquiginong;

+  Powental difienltics in vpgrading or implementing new accounting and mann fcmrdng seftears mymems;

»  Popkatial consolidation of gur competitors;

. Potenrial consolidaion of sur cueromere;

«  Theimpact of pricing and production decigions;

«  Compeditive technolegy pogidons,

w  The incradustion of rrads barriers;
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The ability of our subsidianss o pay oz dividends;
The irnpeot of cuoeat or foture government regulations (including employes healthesre henefit related rapularions);
Uneenminties associated with nesw produet devglopment and the development of new product featimes;

Flucruations in cumeacy exchange mres {such ag changes io the exchange rate between the U 8 dollerand each of the soro, the Morwegian
krone and the Canadias deliarh o possible dismplicoe 1o or business resuliing fom potential instability resulfing fom uncerainties
agrociated with the slea or other cumeneies,

Operating iotemuptions (including, buc nat lmited ta, labor disputes, leoks, natuesl disaccers, fites, explosions, unschadiled or unplanned
dowotime, fransportation intemuptions aod cyber emsacks);

Dacigions 1o sl apsratiog geeete other theo in the ordinary concse of business;

The riting and amcaunts of insurance recoveres,

e ghilicy to renew, amend, refinance orestablish coadit fhedlicies;

nur afrilicy to moaincaio mffisient Jigoidive;

The uldmate cutcome of Income tas awdicg, Tx setlement init atives or other tax mattery,

Crar wirimate abitity to utilize income iy aTdbutes, the benstits of which tay not presenily heve been recognized under the mors Yikely
than nal cesogniTion SoTes,

Emvirenrasntal marters (ruch as thoee requinog eomplisbce with etnission and diecharge stendecds for existing and nesy facilides, or oew
developmente recarding environmental temediprion agites related to our fiTmer opemtions);

Goverument 1aws sud regulstions zad passihle changas therein (such a8 changes in government regulations which might imposs vatdous
obligations on former manufectures of lead pigroent and bead baged paimt, inchuding WL, with respect to asseried health concems
assooianed with the vse of such produets],

The nliimate resolation of pending litigation (mch ag ML% lzad pigment litigarion, eovironmental and pther lidgaflon and Krones' class
Betiob Litigariony,

Owr ability Lo gomply with covenats contained in our revolring bank credat facilities;

Our abilicy to comaplete and ovmply with the sonditiens of our licenses and peomits,

Chay ability o successfolly defend against any possible fabrs challenge o WCS' operating licenses and parmits;
Umzgpecied delays in the pperstionsl star wp of shipping containers procired by WC'S,

Changes io real esrave viluss and constowction ¢osts in Hendemeon, Nevads;

Water levels in Lalee Mead; and

Pogaible funuss litigation

Should ome or move of chese dsks materialize {ot the consequences of such development worsen), or should the wodedying ateumplions prove noomect,
actual teeulty cowld ditfer materially fom thass cumently forecasted or expected We disclait any intention or oblipation to updats or revise any forward
looking statemnedt whather 25 2 result of changes in information, fatue svents of therise :
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Segmpnts

We heve four cotsolidarsd repocteble operating segtuents 71 December 2 20 5

Chamicels Our chemicals eegment 10 operated thoowgh eur majoncy contol of Kroaos
Kronoy Worldwide, fne Fromoa is & leading global producer and mafkower of ralne added titaninm
dioxids pigments ("Ti017) Tide ie uzed to jmpant whifeness, brighroses,
opacity and durability to a wida eariery of products, ncluding paints, plasdes,
paper, fbers and ceramies Additonally, TiCr2 is a cotical companent of
everyday applicafioms, such 2g coatings, plastics sod papet; as well as many

specialty prodiees soch az inks, foode aod cosmedes

Componcat Praducis We operate in the somponent products industry through ooy majority contml
CompX Totemacional The of ComopX CompX iy a leading menufherorer of secudty products used in the
recTeational taaspottation, postal, office and insticudonal fimicre, cabinetry,
o] Fotags, healtheare and a vaiety of ofher indusries CompX is also o
leading manufacturer of stainless ieel exhewsst systems, gaupes, throttle

contrels snd Tim taks for the vecrsational marise indugtor

Wasee Managomeank WiCH is our subridiary which operates a Whest Teaas feilicy for the processing,
Waste Conmel Specialists TLL ’ mearment, etarape and disposal of & bmad range of low level radioacdvye,
hagardows, oxie and gcher waetee WS obrained 3 byprodust dieposal license
in 200% and began dispossl operations at this facility in Ootober 2009 WS
meceived o LLEW disposal liconse in Seprevaber 2009 The Compacr LLEW
digposal faciliy commenced operdens in 20 2, and the Federsl LIEW
commmenced operdlions in 20 3 We teached an agrecment for the gale of our
Waste Manpgement Segment in Movember 20 5 See Note 3 10 our
Conealidated Financial Stateraents

Rewl Estare Aanagamant gud Davelopment Wi aperaie o rewl estare management aud devejopmene through our majority
Basic Menagement, loc and The LandWell Company conmol of BRI and LandWell BMI provides ofility eervices to cenain
industrial and municipe]l custamers wnd owns ren] poopemy in Heodersom,
Mevede LandWell is engaged In effons 1o develop certain land holdings for
commergtal, induemis]l and regidential purposes in Hendetson, Mevada In
December 20 3, we sequined o contolling intersst in cach of thess companizs,
pod they ave Included in oue remlts nf'c[:'anratlnnx and caeh flows beginoiog on
Jatmary 20 4 Ses Mote 3 o our Consolidated Finsncisl Statziments

For wdditionsl infonmation sbout our segtmems and equity nvesfments see “Pact O Item 7 Mansgements Discossion snd Analysis of
Fintneial Cotdition and Resuls of Operations™ and Motes 7 and 7 to aur Consolidated Fingncial Sraements

CHEMICALS SEGMENT KRONOS WORLDWIDE, INC.
Fusiness Overvlew

Through our majonty conmalled snbsidiary, Kronos, we abs @ leading glebal producer and matketer of value added titanium dioxide pigrheis, or
Tifz, 4 bese industmsl product used in 2 wide reoge of applications Ve, alang with our dismbutors end sgents, sell sad provide rechoisal services for our
produces o approzimately £,000 customers in 00 countdes with the majonty of sales it Burope and Wanh Ametica  We believe we have deseloped
congiderable caperties and sfficien ey in the manufacore, sale, shipmeot and senvice of our producte in domeetic and infematlonal markers

TiCk iz a white Inorganic pigment used in a wide pnge of products for icg excoprional durabilicy and its abilicy 1o impact whiteness, brighoness and
npacity  Tith i oeritical compotent of everyday #pplicadong, such ag coatings, plastics and paper, 1s wel] a8 many speclalty products sich as inlks, food and
cosmetics Tifk is widely considered to be euperior fo lfemative while pigments b largs part due to its hiding power (or opacicy), which is the ability to
cover o mask sther matenaly effeciively and efficlently TiOzis designed, markersd and pold based on specific end wes applicationa
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Tidz is the lupest commngrelally nesd whitening pigment becsuse it hes 2 high refractive racing, giving it mwore hiding power than any othes
commercialfy produced white pipment In addition, TiO2 has excellent resistance to interaction wich ather chemicals, good thermal stabilicy and resistance to
wimsviolet degradation  Althengh thete are otbier whits pigmence on the market, we believe there are 0o effective substitites for T902 becanse no other white
pigiment has the physical properties for achieving comparble apacity sod brightoess ovcan be incorporated in ag cost effective o manner Pigroenl sytendere
mch as kaolin clays, caleiom eachomate snd polyimetic opagifiens e used together with TLOE In 4 number of end wet markets However thess products oo
nof shle o doplicere the epacity performance chamastedstics of T902 and we belisve these produces are unlikely to bave o significant impact oo the vee of
Tida

TiCk is ponsidered 2 “quality of Life” product Demand for TiCn has generally been driven by worlderide gross domestic product and hae genecally
increazed with tieing stendards of living in vafous wegions of che warld  Aceacding 1o Industry estitnates, TiCk conmmprion har grown 6t 2 compound
ganuel growth tate of approkimately 3 0% gince 990 Per capits consumption of TiC® in Western Burape and the United States far excecds that in ather
areas of the woeld, and thees regione are expected 10 continne to be the lavgast consumers of Titk on 6 per capita basis W helieye that Western Burope pad
Morth Aménca ewrmeatly aecount for spproximately 20% and  B% af global TiO2 consnmprion, sespeccvely Marets fior Ti02 are penerally increasing io
Sowth Atnetica, Eastemn Borops, fhe Asia Pagific region snd Chine and we belisve thees are significant madrets where we epect onrinned prowth ae
gconomies in thege refions continte w develop and quality of lifs produets, ineludiog Titk, expersnce preater demand

Produoces and End-ure Markets

Including cor predeceagone, we have produced end warketed TiOo in Morth Americe wnd Europe, our primary markefe, for almast 00 years We
belizve that we are the largest prodosee of Tite in Bumope with approximately one half of our sales volumes atidbutable 10 madeets in Burape  The table
balow shows our ratket share for cur significant markers, Burope atd Morh America, for the last three yesdrs

o ] o 2013 014 ) 1015 -
Burape : . - Bt DR -
Morth Americe 8% Tug L

We belipwe we are the leading seller of TIO2 in gewers] countties, ineluding Germany, with an estimated 9% share of woddwide Ti02 sales volume
in20 5 Cnrerall, we are ohe of e tap Ave praduces of TIO2 in the world

We offer one castomers o broad portfulio of produsts that inglude aver 40 different Ti02 pigment grades ouder the Kromos® trademert, which
provide a variecy of performance propeties T mect customers” epocific requirments  Dur major susamers inelode domestic snd remadenal paine, plactios,
decomative lantinets snd paper mannfacturers e ghip TIOT $o 0t custamers io either a poswder ot sbaery form via reil, ek andior ocean carmer Sales of cur
core Tilz pigments represented approkimesaly 0% of our net salegin 20 5 e and our agents wnd digtiibutore primanly sell our prodiucts in thoee major
eod uee martkety: coatinge, plastics and paper

The fallowing 1ehles show our approcimare Ti0e zales volume by geographic region and end wse for the year ended Decemberd 20 5-

Ealee volmes perodnts ges Eales volomes percents ges
by pengreph ¢ rog oo by end-ure
Burope R _ E2% Coetings . . 0 - L L -1
North Amercs o . .29% Plastics L N
Asia Pacific. : L s LB Other . R [
Best of Wirld % Paper 5%

Some afthe principal spplications for our peoducts include the following

T80 for coatings  Char Ti02 is used to provide opacity, dumbility, tnting stength and brighmess in indastrial coatings, ss well a5 coatings fior
epmimnercial and residentisl interiors and exteniors, Automobiles, alrraft, machings, appliances, traffie paint and orhet special purpess continge The srngont
af Titk used in coarings varies widely depending on the opacity, color and qualify deeired In general, the higher the opacity requinement of the coating, the
greacer the Ti0e content
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Tz for plastier  We produce Tills pigmente that impreve the optical and physical propeeries in plastics, insluding whitenees and opacity  Ti0z
is nged 1o provide opacity in iemez guch ae containers snd packeging materials, snd vinyT praduces sueh ae windowe, door profiles and siding  Til2 also
generally provides hiding poweet, neutral underons, brighmmess and sadface dursbilify for housewsrss, spplisnces, toys, computer cases and fopd
packages Tidz's high brightoess along with ite opacicy, 1z used in come sngioeering plastics 1o help magk their undesieable nammal color TiOv? is also wsed
in mastetbateh, which i 8 concentmie of Ti0r sad athet additives and is one of the [argest uess for T in the plastics end use marker  Tn masterhateh, che
Titn is dispersed a1 bigh consentarions ing a plasic resin and ie then wasd by manufhemies of plastic containers, hottles, packaging and agricoléurel films

Tioa for progrer Qe TICR s wesd in the production of severa] types of papers, including lawinaie (decorative) papes filled paper and coated paper
1o provide whiteness, brightooes, opacity and color stabillty  Although we ssll our THOz2 1o all egments of che paper énd vse madet, our pritnary feus is on
the Tith grades used in paper laminetes, where seversl Jayers of paper are laminated fogelher using meleming resin wnder high remperaure sod pressuee The
top layer of paper sotitaing Ti? and plaetic rzsin and ie the laper that i printed with decorarive patseras  Paper laminates are used to replace materisls such
ag wond aod rile for euch applicationg ag countsr Tops, fumitore aud wallbosrd  Tidw is beneficial in these applications bedsnss it aesiets in preventiop the
marenal from fading or changing color after prolenged sxpogure o sunlight and other weathenng egents

TECE for ather applicarnons We produss TiGz 10 improve the opacify and hiding power of prntiog joks TiO? allows inke o echiews very high
pHrr quality while not ioterfring with the technical reguirements of proting machincgy, ineluding low shresion, high pdoing speed sud high
termperatures  Cmr T{02 ir alen waed in tewrlle applications where Ti02 fincticae ag an opacifyiog and delostering sgent Io man made fibers euch as rayon
ind palyester, TiD2 cormects ao otheraise widesiabls gloesy and manslucent sppearance  Withour the peesence of Ti02, these maredals would be wosuirable
for use in many rextils applications

We praduce high purty mlfate process snutese Ti02 uzed 1o provide apacicy, whiteness and brightness in a verdety of cosmenic and peraonal care
products, sush as skin eream, lipstick, eve shadow and toothpaste  Chr Ti0% iz also found in food produsts, sueh a5 candy and confecticnanies, snd it ped
foods where 735 ussd to abwin uniformicy of colorand appeanimce In phertaacerticals, our TiO2 iz ueed commonly 23 & colomnt in pill and capeuTs coaings
25 well 22 in liquid medicinee 1o pravide unifbonity of color and appearance Kvonos® purified anatese grades meet the applicablo requirements of the CTEA
(Connetica, Tailerdes aod Pragrances Associarion), USE and BP (Unifed Srates Phamoacopoeia and Byirish Pharmacoposia) and the BDA {United Srates Food
std Drug Adtimistration)

Cnar Tick busitess is srhaneed by the following thres complementary businesses, which comprised approximately 0% of ournet salegin 20 5

» e own and opemie (wo meaite mines in Mooy pursuant bo a govemmental concession with an uolimited term lmenite is 6 caw material
wsed divectly #s a feedsicck by some ulfate process Ti0z plants W helicve that we have a sgnifieant competiive advanrage hecanees our
mines mupply ovr feedstack requirements Eor afl of our Buropean sulfate procese plants  We also sell ilmenive ote 1o thind parties, some of
whom &re dur competitors, #hd we sl an ilmenite beeed specialty product 1o the oil and gas industry  The miner have estimared iloenics
reseryss that ars expected to laer ar leasy 50 pears

* Wi manuteotue and selk jron based chemicals, which are co products sod pracsssed co products of the eulfsre snd chloride process Tioo
pigiment produstion  Thete oo product chemicals ate marketed throngh aur Bcochem division and are priradly veed se treatiment god
conditioning egents for indusal efflvents aod municipal wastewster os well a8 in the manufacture of iron plpments, cement and agrioyltural
produycts

s We mamufseturs and sell titshivm oxyehlotde and bHrany] sulfide, which are side smeam specialty products from the production of
Tide Titenium oxychlodide is used in specialty spplicetions in the fomuulaticn of pearlescent pigments, producticn of electroderamis
capaeitoss for cell phones and other electronic devices Titanyl sulfire productions ace used in pearlescent pigments, natural gas pipe and
ather specialty applications
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M arufietaring, operatfens ind priperties

We produes TiCH in two ereslalling forme: tutle and anatase  Rordle Ti0e2 15 manutacrured wsing both e chlonode produstion process and a sulfate
produslion process, whereas anatase TiOz is anby produced using a swlfate production process Bamifactyrers of many god nge applicationg gan uee sither
form, especially dunog pedode af tight supply for Ticke  The chionde procees is the preferred form for uee in conlings snd plasties, the Mo Jargest eod nse
markers  Doe o envimmmental feion and customer considemtions, the propomion of TiCe industrs sales mepressntad by chlotide prosess pigments hag
inereased telative o sulface process piatments, and in 20 &, chlorids process produetion facilities representsd approximacsly 49% of induefry capacity  The
sulfate procees js preferred for ugs in eelected paper products, ceramice, rubber res, mean made fibers, food products eod cosmencs  Once an oretmediae
Ti02 pigment hes been privduced by either the chlodde or sulfate process, o is “finished” into preducts with gpecific perfomance characfeserics for patticularc
end uss applications throngh proposaty processes myelving yaiooug chemical ndaee trearments and infsnsive micronizing (milliog)

o Chioride process  The chlotide process s & cootitnons process in which chlovios is used o exmact mtile Tide The chlornde proeess
produces lese wasts than the sulfate progess hecanze much of the chlarne i reeyeled and feedsoel beedng higher titaninm content s
uzed The chlodde process alas has lower enengy Tequirements and is less labor intensive than the sulfite process, alchongh the chlodde
prrocess requines a higher skiiled labor force  The chiodds process produces an inteomediate base pigment wich 4 vide range of prop et es

= Suffore procers The sulfare process it & batch process in which solfore acid is used to cxuraet the TiO2 from ilmenite or titandmn slag Afer
separation from the impudties in the ore Qoainly iron), the Tilxk iz precipitaced and caleined fo fonn an intemmediate base pipmeant eady for
sale prcan be upgraded through finishing treatmenss

We producsd 523,000 meinc tone of TiOz in 20 4, up fom the 5 000 mendic wons we produeed in 20 4 Our produetion amounts include our
shire of the output prodwced by our TiC2 many faciadeg jeint venmire discussed below in "Ti08 Manwfacturing Joint Yentore " Our eversge production
Gapaciy utilizetlon rates wete approzimately 560, 920 and 95% of capacity in 20 3,20 4 and 20 5, mspectively  Cuy production utilization tateg n 20 3
were iopactad by the previeusly reparted lockour o0 our Ceoaditn production facility that began in June 20 3 %% ppersted our Canadisn plant &
ppproximately 5% of the plant's capecity wich non voion managsment employees dudng che lockout Cur praduction metes in 20 4 were also impacted by
such lockaur, ag restart of production at the facility did nat begin wnii] Febriary 20 4 Our production rates in 20 4 and in e firt quanerof20 5 were also
impacied by the implementation of cerein produciviny enbancing nprovement projects at other facilities, ag well oy nectsmry Improvements o enfoee
cotinued compliatce wHth our potmic regnlaticne, which resulted in longer than oommel mainteosnce shutdowns in some instances

We operare four Tidz plants in Burope (one in each of Leverkoeen, Germany; Nordenham, Genvany: Langetbrugge, Belginm; sod Fredrikstad,
Morwey) In Worth America, we have & Ti0z plent in Varennes, Quebec, Canads aud, throwgh the manufactudng joint venture described below in “TiGz
Manuficmnng Joint Venture," a 50% intewnst in @ TiC2 plant in Lake Chareg, Louisiana

Cur production capacity in 20 5 was 355,000 mewic wng, approximately three fowrths ofwhich vwas from the chlodde production pmcess

The tallowing rahle presents the division of ourexpected 20 6 manufacturing capacity by plat loearion and typs of menufactaring process

% of eapai b by T O
moinufa Ciur g prd ces

Fac Loy Ticacr pt on Chllor de Eullats }
Leverkugen, Cermaty § ] Tilk preduction, chloride and eulfate prcees, co products I [ S LT
Wordenham, {emany Titw production, snlthre process, t0 prvducts o ) EE;
Langarbrgpe, Belgiom o Titk production, chlﬁndspmcess,w pmdw:ta, htamumchnmcale ' . e o s T
. - produsts T . . — oLl
Bredrilerad, Norway (2) Titn production, su]fa[-: prDDﬁGE ) pmdur:cs L 23
“Varenned, Coneda- : " Tile preduction, chloride and suifavs process, sIun:.r famllt:.?, hfhm'um : : z oL 3
L ' checely producty s . o ST
Laks Charles, La, 05 [3) Titw production, chloride ]:-n::-cass ) ) E )
Torsl C S el % .. 00%
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{1 TheLeverkusen facility is located wichin an sxwnsive manufacnidng complex owosd by Bayer AG W ot the Levedosen theilitg, which represents
abomar ohe thind of oyt guoent TiCk praduction eapacify, but we leage the land vwnder the facility fom Baser under a long term agrssment which
expiree in 2050 Leases payments are periodlcally nepotated with Bayer for petiads of at least pro wears at & time A majonty caned subsidiany of
Baver provides some s marerials ingluding chlotine, auxiliary and apemating materale, wilities and services necessary 1o opsmte the Leverkusen
faciiity under esparate mpplies and stosices pEreements

{Z)  TheFredokstad plant is located on public land aod is lemsed wntil 2063

(¥ W pperae the Lake Charleg facility in a joint wenfure with Tioxide Americas LLC (Tioxide), a sabsidisry of Huneman Cotpotarion and the amoun
indieated in the able gbove represeats tha shete of TiOz2 produced by the joing venfure to which we are entitled Ses Mate 7 to our Consolidated
Finaneial Swarements and "Tid: Manufactudng Toinn Vearurs ™

We own the land undedying all of cur principles production facilities unless otherwise indicared in the able shove

s production capacity has mercased by approximately 2% pwrer the pagt ten yeare dJue o debotlenscking prvgraims, with Eml}.f med erare ¢apiral
wipendimrss W beligve that our annpal attainable production capacity for 20 6 i approximerely $55,000 meic rong, and we cumently expect pur
production capacity rane will be af near capaety levels in 20 6 '

e alen operite two ilmenite wineg in Norway puEnant oo o govetnmetal congeagion wich an unlimifed term  In addition, we operafe & mtile
shury manuthetuniog plaat in Lake Chatles, Lonisians, which convere dry pipment mannfactured for us ot the Lake Charles TiDz facility inte a shamy form
thar 15 cthen shipped to cysomess

Wi have vatiou s cotporefe and adminismative affices lacated in the U S, Gerttwey, Moraay, Canada and Belgium and veazioue eales offices located
inthe U8, Canada, Belgium, Franoe, the Nethetlands and the Thited Fingdom

Tre2 Moargficotaringe Folnf Febire

Fromos Loniziana, Tne, ome of our sabaldiames, aod Tioxide each com a 504 intecsst in 2 manufactunog joint venmoie, Louisiaoa Pigmenc
Company, L P, or LPC LPC owns snd operaies 2 chloide process TI0 2 plant located in Lake Chades, Lovisians We and Hunesmoan ghare producticn frem
the plant equally parmant oo separate offake agresments, unless we pnd Huotemen otherwise agres (gueh as in 20 5, when we purchased spproximseely 2%
of the production from the plant)

A mipervigory conmicge directs the business sad affairs of the joine venturs, including praduction and catput decisions  This comuminee is
compoeed of four membecs, e ofwham we appoin and two of whom Hootsman appoints Twn geeersl mansgers managr the opermvens of the joiot venture
acting woder the dirsction of the supervizony committes e appoint aoe general manager and Hunwanan appaiats the other

The joing venooe is not consgelidated in our finmeial satsments, because we do not eontel i We apcoun: for our interes in the joint veutute by
the equity method The jaint venture operetes on & break even bagis and therefore we do not beve any equity in saroings of the joint venmre W are
required 1o pomchase one half of the TiD? produced by che joint ventore Al coss aod capiral expendimures aes ghared squaily with Huntsmen with the
exception of feedgtock (purchesed natvml mtdle ore or slag) and packaging cosrs for the pigmenc grades produced  Owr share of ed costs @3 repomsd &7 cost af
aales ap the Ti0z iz sald Ses Mote 7o owr Cotisalidared Financial Statemente

Raw prafertals

The primary raw matedals ueed in chlodde process TICR are traninm containing feedstack (purchesed ratural nutile ors or slag), chlorne and
coke Chlodne is available Boem 2 numbser of supplicrs, whils petralewm cake is geailable fiom a livied Dumober of suppliers  Titanium contsining feedaeck
switahle for uss in the chlorde process ie available fom a limited but inéreasing nomber of supplicss prineipally in Australin, Sourh Aftics, Cansda, India and
the United Statee W purchese chlodde process grade slag from Ric Tinte oo snd Titmium Limited voder & long b supply conmact that ¢xpiese at the
end of 20 8, subject ta Two year renewal periods if bath parties agree We also purchase wppraded slag fiom Rig Tinto Ton and Tiemium Limited under o
long termm supply contraet that expires o the end 020 & W purchase nameal potile ore vnder contraety primanty from ke Resourses, Limdred and Sicrea
Rootile Limited, sl of which expirein 20 6 In the past we have been, and wee cepect that e will contitns to be, sicessstia( ju obtaining shom ferm and long
TeTM exTefgions to thess and ocher exivdng supply comtmeis prioe to cheir expiration W eepect the raw marerials purcheeed under thess contracts, and
conericts thaf we may enter into, will meet out chloride process feedstock teguiremente over the nesct spvera] yene
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The primary rew meretialy veed in eulfare pracesy Ti02 ace titkoinm conthining feedstock, pritnanly dmenits of porchased sulfe grade slag and
mlfuric asid Solfuric ecid is available fiom & oumber of sopplists Toaniuto containing fesdstock mitabls for nge in the sulfate process ie availahle fom a
Limited numbes of suppliers pringipally in Morway, Canade, Australia, India and South Affics As oné of the few vertically inteprated producers of sulfars
privcese TiCk, we opemie twn mel ilmenits mines in Moosay, which provided all of the feedsoock e our Butopesn sulfate procezs Tidz plants in 20 5 We
pect ilmenite prodoction fotm our minas w meen our Buayepean sulfare process feedstock requirgments for the forepseable fafwre For our Canadien culfats
process plant, we purphase sulfate grade slag prmenly fiom Rie Tinfo Fer et Titane e under o eupply contract that reneses annvally, subject oo taonination
upon baelve months Woten nolice W grpect the mw matedals porchased under these fontracts, and conracts cthat we may enter info, 1o meet our euifate
process eedstock requitements over the next several years

Many of our o malerial coneracts contain fized quantities we are requived fo purchase, or specify o vnge of quantities within which we are
requirsd o pyrehase The pricing onder thess apreements 15 gendally negatioted quectecy

The following table summanzss our raw maredals purchaged or mined io 20 5

Rup makir 1L

Froduck on procesyTHe oaket al pratured ot m ned
[In Thewdawdé
| of ety ¢ Toui)

Chloride process Elau.ts )

Purchesed slag courle o o ) o .45
Eulfare process plants: .- - S A,

Nrenite ore minad and need m[bma]l‘gr o 123

Pumhased, sla,g L o o . .

Sales and Markenng

O macketing strateey i mmed ol developing and mainraining srong customey telavionehipe with néw and existing eccounts  Because TiCkn
tepresents & significant raw marerial eos far sur custamers, the purcheeing decisions are often mede by our customers’ sanicr management  We work co
roaincain cloge relaticnships with the key deeision makers, throogh in depth and Bequent in person mestings We endeavor bo cxrend these commertisl and
technical relationships to multiple levels within owr csustomers’ orgenization ueing our direct zales force and wechnicsl service gioup 1 accomplish this
ohjective  We believe thig bas belpsd build customer loyalty fo Kronos and strengthened our cotuperitves pogition  Cloge cooperation snd etrong customer
relaricnshipe enable us o-ptay clozely attuned to trends in sur costoimers’ businessss Where appropriste, we work i cdnjunction with ollr fuST0mers 1o solve
farmulation or spplication proklems by modifving specific produer propertizs or developing new pipment geades W also focus our sales and markeding
effirts ot those peopraphic and snd uss market zegroents whers we believe we cen replize higher selling pricss Thiz focue inelodés continuouely reviewing
and optimiring our cusromer snd product portfalios

Oy markering emfegy it also aimed of wacking dimectly with custoiness o monioor the foecess of our produces in their end wes applicaricns,
avalusie the nesd for Improvements in prodoct 4nd process weehnology and identify oppattunicies to develop newr preduct salutions for qur cusomers  Chur
matketing stadf closoly coondinaes with our salee force and techulcal speoialias 1o ensure that the needs of our puetomers arg wet, sud to help develop and
commercialize new rudes whers appropriats

We sell & majoripy of gur produety through our disst sales fores operading from six sales office in Bucope and one sales office in Marth
Amecics, We aloo wiilize sales agents and disributors who ase suthadzed to w21l our praduooty in specific geoprphic aress T Borope, our sales sfforts are
conducted primarily through oor divect sales faroe and our sales ageats  Our agents do not sell any Ti(: producte other than Kronas® brand products In
Morth Amercd, our sales are made primacly thoough oor divect sales firce and sopparted by a neewark of disrdbutors n addition o our direet sales fares and
sales agents, many of our sales agents alec act as diembutors b esrvice our emeller customers o all regions  We offer custoroer and techoical servies to the
cugtomers who purchase oor produets through distabutons as swall as o our larger customers serviced by our direet 2alea fhree

e sell to a diverse cuztamer bage with only one customer repressnting 0% or mers of pur galeg in 20 5 (Behr Proeees Corpomtion  0%4) Cur
|argest ten customens accounted for approximansly 345 of sales in 20 3

Feither our business as o whole nor soy of our pringipal product groups is seasonal fo any sipmificant extent Hovever, TiOL snles are generally
higherio the second and chird quamsrs of the year, dus in part ba the increaee in paint production in the sprng o meset demand during the spiing and summer
painling teagane Wirh certuin exceptions, we heve histomcally operated our production facilities at near foll capacity rabes throughalt the éntire year, which
ptnon g other things helps to miniize sur per wnit produetion cosms  As a resylr, we nooually will boild inventones during the St sod fourth gquaes of
each year, in order 1o marimize our product availability durog the higher demend pediods normeslly expetionced in the sscand and chitd quamers
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Campeiition

The Ti0z industry it highly comperitive We compere primatily om the basie of price, product qualiy, techaioal sereice and the svailabilicy of
high petfortnance pigment prades Since Tl iz not a waded comwondify, its pricing is langely # prodoct of negotarion berween suppliers snd their mapactiee
gustomers Alchough cettain Ti02 grades are considered specialty pigments, the majosity of our grades and subetanfially all of our produerien are considearsd
commodity piements with price atd availabilicy being the mos rignificant competitive factors slong with guality and ceeromer gervice During 20 5, we
had ab estimared 9% share of woeldwide Ti02 salee vollme, and hased on sales volumes, we beliewe we are the leading seller of Ti02 In sesrerel coumntries,
ineluding Goomoeny

COur prncipal comperitans are The Chemeors Company, or Chemaonurs fwhigh was spun off fem BT do Fonr de Memours & Co into a separate
puhlicly rmded company i 20 5); Millspnivm forganic Chemicale, e (2 stbsidiary of Nationsl Titaninm Dioxide Company Lid ), o7 Crisal, Hontsoan
Cotgoration; and Trenox meaporated  The fop five TiO2 producers (i o we and owr four principal competitom) account for approximately S6% of the
world'e producton capacity Huolsman cornpleted its puichase of the Tic)z buginess of Sachilehen Chemie GmbHin 20 4, and bas alsa announeed ite intent
o exit the TiO business by December 2, 20 ¢ Io Febmary 20 5, Hontoman enoounosd & plan to tedacs itg Ti02 capecity by approximately 00,000
Teic tong ab one of its, Burnpean mlfate prosess feiliies In August 20 5, Chemours announced plane fo elose its plant in Delavans and star down a
production line & its faeiliny In Tennsssee, dacing s averall capacity by approximately 50,000 metnc To0ns

The following chart shaws e eetimate of world wide produetion capacity in 20 5:

Warldw dit prodoct on capac Ty—2015

Chemownn - . i N T
Huntsmet L. L .
Crisal " . . o .
Trohox T . . oL T
Crher 44%

Chemours has over one half gfremal Norh Amenesn Ti0z productiot ¢epacity and ig our principal Momh Amenoesn competior

- {rver the past 1eh vears, we and aur compefitore increased indostry capacicy thrpugh debottlenscking projests, which in par commpengated for the
sht down ot variqus 1502 plants in France, the United States, the Uniced Eingdom and China  Chemours has announeed the scheduled prodieetion statt up
ofa 200 0 meirie on lins e 378 plent in Mexies io mid 20 6 Although oeeral] indusiry demand is sxpected to be generslly higher in 20 6 a8 comparsd co
20 5 4s ¢ ezl of improvieg worldwide economic conditions, we do not expect any other eignificant effors will be undenaken by ve ar cur principal
eompecifors to further increase capacity for the fvesscable farure, ather than thmugh debomlenscking projects  If actwal developments differ #om owr
expectations, the Ti0? industy’s perfamanes aud that of bur ewn conld be nafvorehly affscred

The Titk indusiry is charscterized by nigh bamers to entry consisting of high capiral costs, prapretery weehoology and sipmificant lead dmes
irvpically three to five yearr in aur experience) required o consmwuet newr facilities or to eepand existing capaeity W helisve 1t ta onlikely any new TiO2
plants will be constructed in Borope orWorth snetics in the foresesable fumee

Raraerch arnd davefnpmeant

W ernploy peientiste, chemists, process engiiesrs and rechniciang wha are sngaged in research wnd development, process fechnology and guality
asgurance activitiea in Leweckusen, Germany  These individuals heve the maponsibility for improving gur chlodde aod solfate producticn processss,
improeing produce quality snd seengthening our competitive position by developing new applications  Cur expendimres for thess activities were
approximarely § & million fo 20 3, § % willion in 20 4 and $ & million io 20 § "% expect to gpend approximately £ 4 million on research aod
devalopment o 20 6

Wa condituadly ssek 10 improve the quality of our grades and have been mcoossfinl at developing new grades for etisting sind new applicaticns to
toeet the needs of our custemere and ineresse product life cecles Sines 20 0, wehove added seven new grades for pigments and oder applicatione
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Parenrs, rederarks, rade secrers and arher larellecnnal propartp vighits

W hawe a comprehenaive inlellectusl propemy protection smalery that nclndes obmining, maintaining and enforcing our patents, prmanly in the
Thiired States, Canada and Bomops  We alse promest out madematk and made secret mghes and heve entered into license agreements with thid paimies
congeming various intellgetual propeny matters W have alao fom Hme o dme been involesd in disperes over faelloctual prop ey

Pgrents  We have pbrainsd pafenrs end have numeming parenr applications pending that sover owr produets and the technology ueed in the
tnanufacture of pur products  OLr patenT Sirptely is IMpomant o us and ouy contianing businege activitiee In addition to manitining our patent porfilio,
e seek patent protaction for our rechnicsl developments, prncipally in the Unifed Stateg, Conede snd Burope U35 Paraots are generally in effiect for 20
peare fiom the date of fling Our'D§ patent portfilio meludes patents baving temalning wems ranging from coe pearto 9 years

Trademarics and tvade peerety  Our trademerks, including Krooog®, gre coversd by igmed andfor pending registrations, meluding in Conade and
the United Stares  We protect the radematks that we wse in conpestion with the products we manuthernrs end sl and have developed goodwill in
GOTmestian with aur long teom w gz of cur trademarke  We canduer reasarch aciivities in ssoret and we provect the confidentiality of our made secrets chrough
repsonable meamres, Including confidentiality apteements and sepurity proccdurss, ncluding datn secunty e rely upon uopetentsd proprietary
koowdedge and continuing rechnclogice] inmovation and other made secrefs 1o dewelap and maimtain cur compettive position Ot propyistary chloride
production progess is an impomant part of our rechoolopy and aur business could be heemed if v fail to maincain confidentialify of our trade secrets wsed In
this technalogy

Employeds
Aeaf December 3,20 5, we employved the fbllowing number af people:

Elrope C . Lo - gen .
. Canada o . L
Uniped Sates {3 - : : oL - 45
Tyral 2 2R
(1 Bxcludes smplovess nfour Lovisiana joint wentiloes

Corain employees at gach of our produstion fcilities are organized by labor oniens  To Bumgpe, ouy tnion emplofess are sovered by magter
gollestive bargaining agreeinents for the chentiesl industey that arm gensially renewed aunvally In Caneda, ourusion employecs are coveted by a collective
bargpining sgreement that sxcpires in June 20 & At December 3, 20 5, spproxhmately B7% of our wordwide wodsfhree iz onganized under collective
bargaining agteemencs It is poseible that there could be farnee wiade soppages or orher labor dieptions thart conld meterially and adversely affact cur
businesz, rmeulz of operalions, financial position or liguidiky

Ragulatory aad environmental manters

Oror operations and properfise are gavemed by vadous environtmental laws and regulations, which are complex, changs frequencdy and hawe tended
to become atricter over time Thess snvitotmental 1awe govem, among other things, the genemtion, sotags, handling, uee and tansportation of hazardows
materials, The etnission and disgharge of harardoue materials fota the grownd, air or warey; and che health und safefy of our emplovees  Cartain of our
operations ars, or have heen, engaged in the genamdion, sotage handling, manufacture ar wge of mbifancss of compoutds that may b eonsidered toxic or
hazard o withio the mesning of spplicable epvironmental laws and menlefions Ak seith othier companies engaped in similar busineeses, certain of our past
wnd caprent opetations and products have the potential 1o csuse environingotal or other damags  We have implemented and continue o jmplement varionus
pelicies and progrent in an efbrt to minimize these vigks Curpolicy is ta comply with applicable enviconmental laws and regalations ar all gur facilities
and to sndve o impaove cur eovirnmental perfpmanees It ie pozeible that fimare developmetns, such as steicrer requiremencs in environmental Jaws end
enfurcement polipies, could adversely affect our opertions, incloding produetion, handing, use, etorge, transportalion, fle or disposal of hazardous ot
boeie subatances or raquire na 1o make capital and other sxpendicures to comply, and conld adwenzely affit our conzolidated financizl position and reelts of
apetathons ar liquidity

Cur T8 menufecroding opertions ate govemed by federal, sare and Tocsl enwimbmencsl and wodker health and safefy lawe and
reglacions  These inelude the Besource Coneervatlon and Becovery Act, or RCRA, the Cooppationa) Safety and Health Act, the Clesn Air Act, the Clean
Whter Aet, the Bafe Drinking Water Act, the Toxic Bubstances Control Apt and the Conmprehensive Bnvirinmentsl Response, Compensation and Liabiliny
Aot "CERCEA™, a5 arnetuded by the 3uperfuad Amendments and
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Feanthotization Act, of CERCLA, a5 well 5 the stme countemrarts of these statucez  Some of these laws hold eument or previons owmets ar operators of real
propery liehle for the coste of cleaning up copteminarion, even if thees owoere or opetanre did not know of, and wese Dot responsible for, such
cottamination These laws wlso asaess Hebility oo tny persoo who amioges for the disposal or weatment o hazardouws substances, repandless of whedher the
affeeced site i awmed oc oporated by such petron Although we have not ingured wod da not sumenly anticipac: any materisl labtlities in conneetion with
such envitonmental lavas, e may be required to make expenditures for environmental remediation in the fiature

‘While the Taws regulating operatione of indugtdal facilitiez in Europe wary fram country m'un[r_:.r, & common regulatary framewark 15 providad
by the Butopesn Thiow, o the D Germaty and Belgiom aie metnbers of the B and fellow its initiaives Woreay is 0ot meoiber bur generally parcerns itz
envirnnmental regularory actions after the BYT

Ar our mulfare plant facilities jn (Femoany, we recycls spent gulfide acid sither through contracee with thicd partier or ef aur own facilities 1o
addition, a1 our German locarions we have » contrmet with a thivd party €o treat cermain sulfite process efluenns AT ovy Norwegian plam, we ship spentacid to
& third pary locaticn where in is used a5 o neurralizavion agent  Thess contracrs may be tenninated by sither pamy after gpiving three or four yrare advancs
notie, depending on the contragt

From time o time, our facilides may be subjsct oo gnvivonmental regulatory nfvreement under U5 and oon U5 smmtes  Typicslly we esteblish
compliance programs (o resolve these mamers  Qoeasinnslly, w2 moy pey peaslies To dats such pemalties have not invrolved amcnnts having a materdal
adverse sffaet on cur consolidated financizl pogitien, temles of cperations or liquidity e beliere that all of our facilifiee are in so'basncial camplisnee with
ipplicable enviramnental e

Orar capital expendiucee teiated to ongaing environmental compliance, proteciion and fmprovernent pregtams, ooluding capiral expendituies
which ave ptimarily focvsed on incrensed operting efficiency b alze resolt i dmproyed eoviroamental profecdon such ae Jower emieeione from our
manufaemring facilitizs, were 36 4 million in 2 5 sud are cumrently expected to be approximately 39 million in 20 4

COMPONENT PRODUCTE SECMENT COMPX INTERNATIONAL INC.
Birteess Ovepview

Throwgh our mejenity contralled subsidiary, Compd we ars & lead ng man faohrees of sty products uged To the recrestional moepomation,
postal, office and institucional Gimimne, cebingmy, too] sorags, healcheare and 3 variety of othér industies CompX 19 also a lsading menn factwrer of
stainleep ecezl exhawsm evecems, gangee, throtde conbrals, and im tabs for the recreationsl merine industey  Our products ane principally designed foruee in
medium s high end product applicetions, where design, qualicy and durability are valued by our coecomers

Menafactarng, Orerations and Producrsy

Securiny Froducts CompX's securty products reporing whit sspufaciurss mechanical and electrical cabiner locks and other lodling
mechanizms weed i a4 vadery of applications ineluding ipgniticn gyeceme, mailboxes, file cabiners, dewk dravwers, tool storage cabinets, #ending and gaming
machines high seeurity medizal cabinetry, elecirenic cireniv panely, siomge comparments and gag station security  CompIls ssoqrny produccs reporming
umit hae one manufierudng frcility io Manddin, Sourth Caroling and oos in Grayelaks, [linais shared with it merne components reporting uonit We belisve
o are 4 North Americat mader Leador i the manufacmite and sale of cabinet locke and ather Jocking mechenisms Thesa praducs include:

v  dies Tambler lecks which prowide moderste secarity and generally repregent the loweet coer lock fa producs;

«  pin rembler locking mechpaisms which are more costdy o pwducs and 21e uked in applications requinng higher levelz of security,
including KeSer® and Sustein 649 (which each allow the ueer to chenge the keving oo & single lock 64 times withow remeving the lock
from {te enclosure] Tefar® and Turbine ™ and

o innovative Cempd elock® and Stealthloct® clecrmnic locks which provwide stend slone or netwoked seourity and audit rail
capability far drug stomape and orher valoables through the use of o proxindry card, roagnetic swipe ot kevpad credentiale

A euhstantial partion of our séeuoty produsis reparting unit's sales consist of products wish specialized adaprationg o an individual
costotners specifications, some of which are lisied ahove We alzo have 3 siandardized product line enitahle for meny cusamers, which iz offered through o
MWorth Ameiican dietdbution netwods to lockemith and emaller o pinal aquipment manufaetorer distibotos vie gor STOCE LOCES® distibucion program
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Marine Components  CompX's mAnnE SOMponents epoming wnit manufacniees sod distdbures sainlese sieel @xhanst componenTs, ganges,
thrartle controls, trim Tabs, handware and accessoriss primatly for performance and ekifwakesboard boats CompX's marihe cornponents mpordog uoit has e
fagility in Meenah, Wisponeio and a facility in Grayslake, Olinods ehaced wich 115 secority producs repoaiog woit Our specialby madne component prodiucs
e high precietan components deslgned 1o eperste withia Teght tolemances in the highly deranding marne environment  Thess products inciude:

v oTiginal equipimgnt and aftermarker stainless eresl sxhaust headers, exhaua pipes, mufflees and other exhavet components;
«  high performance gauges spch ag GPS spesdometans and rachometsrs;

«  toechanical and ¢lecranie ponrrele and throftles;

»  smesting wheols and other billef aluminum accegeoniss; and

«  dash panels, LED lighting, wire hameeess and ather accessones

Crur Campoment Producty Segment aperated ¢hree manufaciudng facilities a1 December 3 |, 20 5 ag ghown below For additional informatico,
sepalec "em 2 Properties” | ineluding information segerding leased and distiburion only faeilives

Erport og 5ze
Fuc 1 1y Wooe Tnt Lotat on {5gmete [eek)
Matianal 1) S T EE ___!g.'I_auldin,.Sé. o o SEA00
Crraplakally T ) : SEMC CGriyralake, IL : — 33,000
Cugromil o ) MC o Nespeh,WT ] ) 25,000
Disteibution Center SPIMIC " Fancho Cucamoengs, CA aba’

0 IR0 500 megineed tacilites
] [80 2007 registered facilicy

Rawn Marerials
Cnmpi’s pomarty mw matedals e
a  Zingand brasg [ueed io the epcurily produets epacting wnit for the manufactore of locking mechanizms); and

v stainfess sroel (nsed primadly in fhe marine comp onents vep onting noic for the menufaencs of exhanst headers and pipes), aluminum (nsed
far the menufactors of theoriles and oriva Tabs), and other components)

Thess tavy marerale are porchassd from several suppliens, are readily aveilable fom numerns sownees and secounted for spproximately 0% of
CompX e total cast of aales for 20§ Total matedial costs, including purehased components, reprzzented approximately 48% of CompXs cost of saleg in
205

We preagionslly enter into ghor term conmadity related raw materjal supply amangements 1o mitigats the impact of fiture inereages in
cotnmodity related raw materdal cosry These arangetnents generally provide far efated unit prices based vpon specified punchase valumes, which help gs o
Aahilize our commodity melared e matetial costs oo & pertain extent  We pedodically earer inco swch armangeroents for 2nc end brass  Following a gemeral
softening of commedivy Toeral markets dudng 20 5, we expect connodity related raw marerial priees to remelo relatively stable during 20 &; however, these
gaw materialy purchated an the spoT macket are somerimes subjset to unandeipated and sadden price inereages W generally seck to mingate the impact of
flustuatione in these myw tatedsl costs on owy menging though improvements i producticn efficiencics or pther opeating oo reductions  In the svene we
ate wnable to oifser raw materal cost imcreases with other cost reductions, it may be difficule to recaver thase sogt incteases through inereased product selling
prices or aw materisl morckarges doe o the somperifive namres of the markeste sorved by our products  Consequently, overa]l operatug merging can be
affected by commodity mwlated raw marerial cost presguree Commedity micker prices aoe cyolical, reflecting averll sconomic weads, specific developmencs
in consnming indusmies snd speculafive invemar AcTivities
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e

Parents and Trademarks

We hold @ number of patenty relating w0 ol somponent prodoets, cerain of which we believe 1o he fmporant o v and our confinutg
husiness activity Pateots penerally have o temm of 20 years, and our patencs haws remaining tetme tanging from lese than  yearfo 7 yeare af December3
20 5 QOurmajor rademarce and brand namee in addificn to Corg ™ jnclade:

fiequr kv Productr ) Mar né Co opanents
Conp X Security Froduss ™ Fookrieni® Crztom Maorine® i
Nertang? Coabinar Lask® Eyaremn 648 Livnrsi® Mgrine i
Far Lack® T Hamcdlg® Fivorse I8 Marine :
Timberline® Fool Regulara R CRAT Indusepial®
Chicggo Lagk® CampEprens® . Cristom Moriae® Srrinless Exhawt i
EPOCE LOCE S GEAE The #1 Cholee in Performance Boaring® !
Ezfez® Mega Rim® i
Tl Racs Rim® !
StealthLock® Campd Marine® !
ACER Farrage Viewdd
ACE® T QRN XO

Comp X eLock® i

Sutas, Markorirg ard IRserharinn

A mujonty of ovur companent seles are divect o large QOEW customers throwsh ant fastory bagsed palec and madeeting profesrinnals suppored by
angineers working i concen with fisld salespecpls and independent maonfaciurer's representatives We select inanufacrurer's wpresentarives bassd on
special ekills in certain mareete or eelationships with coment or parencisl cogtomers

In addition to ales to lagge OEM costomers, 2 substantial pomion of our secority prodwcrs pspotting unity gales are made thyough
digimbutars We have o eipnificent Morth Amenican meniet shave of sebiter logk security prodier pales ae a regult of cthe lockemith dismborion chenmel e
suppott our locksmith distufbmor sales with a ling of standardized poduces ueed by the larges segments of the metkecplace These products ans packaged
and merchandized for sagy svailability and handling by disribatars and end uses

I 20 5, cur ten largest customers, all snetemers of our seoudty produets repoming walt, accounted for appionimarely B% of our total
sales  United States Fostal Service and Hasley Davidson accounted for approgimeately 3% and 2%, reepectively, of toral seles for the year sodsd
Decerwher 3,20 & Crverall, ouT custounss base is diverss and the loss of any single customer would not in itself bave a meterial adverss effect on our
operations

Campatieion

The markets in which we patticipais ae bighly comperitive We compete primadly oo the hagis of product design, including pace utilization
and sesthar ¢ faetor, produot qualicy sid detability, price, on tine delivery, service and technical mpport W focws our efforts on the middle and high end
segments of the madket, whete produet design, quality; durebility and gervice are valoed by the customer  Our security produpts reparting unit compétés
against a number of domestic and forelgn menoferirers Qe madne components potting wnit compecee with small domestic minn ferirees aod s
rinimally affected by foreign cotpertitars

Regulutory and Environmentaf Mayiars

Cur operations are subject w federal, stats and local 1aws and regulatinng relating o the wee, storage, handling, genemtion, trnsporarion,
restment, «missicn, dischargs disposal, remediation of and exposure to basardons and non harscdouws substaness, materials and wasees “Brviromonental
Luws™ Chur epemations also are gubject 1o feders], state and Locel laws and vegularions relating to woiker health and safery W belisée we are in substantial
cotuplisnee with all such leas and regulatdions To dane, the cescs of ineinmaining complience wich such lows and egulations bavs oot sighifleanrly tmpacted H
ourregults Wk purently do oof andeipate any gignificant coste or expenges relating To such matters; however it iz possible foturs laws and regulatione may i
Tedquire ug (o ioeur Slpnificent additonsl expenditores

Employess
ApofDecemberd 20 5, we employed 5 2 peaple, all in the United States We believe our labor eelations are good at all of gur facdlities




!
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WASTE MANAGEMENT SEGMENT WASTE CONTROL SPECLALISTS LLC

Qo Movember #, 20 3, we goterad inoh an agreement with Rockwsel] Holdeo, Ine "Bockeae]l"), for the sale of WCF w Bockwell foc 3270
million in gagh, $20 million face amount in Serdes A Prefemed Stook of Rockwel]l plus the assumption of all of WCS third pamy indeboodness ineumed prigr
o the date of the agreement Additicnally, Bockwsll and ins affiliaes will assume all financial ssmrance ohligatione related 1o the WCS businesz e have
pgreed 1o covenants relaing o our Waste Management Segment® condver of itz businese ondl the cloging of the sale  Rookuell is the parent company of
BnerzySoledions, ne  Completion of the aele is subjedt 0 cerain customary closing conditons, including the receipe of U'$ anti mier approval, and ie
expested 10 close in he firge kalf of 20 &, agroming 1l cloging canditions are satisfied There can be no agaurance that any such sale of WS wonld be
complated  SesMote 3 t¢ our Consalidated Financial Starements

Basinevs (varview

Chut Wasee Managoment Sepment wag fotmed in %95, and in eardy %97 we complered constrietion of the initisl phase of our waste
management facilivy in Wesr Texpe The oripinel facility wae initally desipned for the processing, weatment, sterags and digoral of cermain harardoug and
[eXis wistas We received the fimr wastes for disposal In 997 Fubsrqwontly, we sxpanded our avthorzatione to inelude the processing, trestment and
sarage of LLEW and mized LLRW and the diepozal of cermain types of éxempt LLEW In May 2008, the Texas Comrnission oo Bovironmental Cualicy
CTCRY iesned & byproduct malerialy disposel licenss o va In Jageary 2009, TCBQ issued a near surfsce LIRS dizpogal licenze to na Thie lloense vwes
signed in Seprerber 2009

We begpn constrpction of the byproduet feility inffapmuctyss ar our site o Andreve County, Texes 0 the thind quester of 2008, snd this
facility hegan dispoeal operations in Oceober 2008 Conetrucien of the Compart snd Federsl LLEW gites hegan in Janyary 1¢ The Compact LLRW wite
wis fully certified and opecationsl o Aprl 20 2 The Pedeiel LLEW site wag fully cemified and operational in September 20 2 and meceived it firt whgre for
dispogal in 20 3

Faciltry, Operarions and Services

e Waste Management SEETSNL Cperates one wasoe managerent facility located on e 338 wore site fn Wean Tewas The facility is pennitesd
for 3 § millign cubie yerds of wirepuce landf]l eapasiny for the dispozel of RORA, Toxic Substanse Coneml Act (FTSCAY), Byproduct and LLEW and mized
LLEW sastes We alag ovon spproximarely 3 000 acres of additiona] Jand surannding the penniteed gite, 2 soel] portion of which is locazed in New Mexico,
which is available for fenwee syprosicn We beliews gur facility bas mperior geologice] characetistics which toake it an snoviconmentally desirable location

- for this fype of waets digporal The facility i located jo e relaively remote and ardd section af West Texas The possibility of leakape int0 any wnderground
water pable ig considersd highly remote because the ground s cotaposed of Triageic red bed clay, and v do net belisve there are sy wodsground aquifers or
atter wsable soumses of warer holow the site based in part on exténgive dolling by the oil and gas industry and our own test wells Pursuenr to the
requirernencs of WO LVEW diepaeal lisenge, the Stare of Texwas, acting by and thrangh che TCEQ, owne the real propedy for WCE' licensed “cotnpast wase
dizposal fheility™ and leases T back te WS and WC3 comg the real properry for ing licensed “fedems] waste disposal faeilin” The remainder of WCE'
permited si, and the Texas pomion of the sumounding Jand described shove, is subject to the sale leagsback traneaction WiCH enterad info with the Counry
of Andrewe, Texas, az digeuwssed in Mote & 1o our Coasolidared Financial Statements

The watle manugement Seility operates undet vadous licenses and permits, including in the following categoties:

«  LIRW Digposol The LLRW disposal Neenze allows WOR w disposs of Class A, B and O LIRS in the Compaet LLEW disposal facility
and the Federsl LLEW disposal facility The Fodera] LLESY digposal facility 1s for LLEW that ia the responsibilicy ofthe IT3 govemment
under applicably 1aw, and is also permiteed for dieposal of mixed LLEW The Compast LLEW dispasal facility iz licenzed o aroapt
LLEW thar waz either genermed in Texas or Vemtony, or has been approved fov importation ¢o Texas by the Texas Low Leve] Radioactive
Waste Disposal Compact Comtnisgion Canpmetion of the Compeet and Feder] LLEW disposs] facilities began in JTanpary 20 Eoth
facilities were fillly gerified and operationel io 20 2 %W accepred our Sran Commpact waste digposa) ghipmeate in April 20 2, but routine
Campael dizpoesl receipta did not eccur warl July 20 3 We recsived 2 nationel disposal concmaer far one Federal LLEW dizposal facility
ety the Deparmzent of Enecgy (MTI0E™) in April 20 3, and we have repularly received waste for disposal in the Federsl LLRW digposal
facility gince the end of the second quaner of20 3

«  LIRW TeannentSrorsge Tn November 997, the Texae Deparfment of State Health Services (“TDEHS") issued o license co us for the
treatment and etomge, but nol digposl, of LLEW end mixed LLEW In June 2007, the TDREHS repulaony mithodty for this licenes was
teansferred 1o TCEQ The curreqr provisions of this license penerally enable us to Accept euch wastee for (reatment and storage fom T8
wommercial and federal generarors, including the DOB and orther govemmentel agenciss We accepted the fitse shipmenis of mch wagtes
in 298
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e RCRAFcempd, Cr Waste Management Secment hay permits from the TCEOQ 1o acoept hazardous swagwes governed by RORA, for
TeaTmedt, scovape andior dispogal In March 10 5, we suhmined oue eenewal epplication for cur ROCRA permit for 8 new o year penod
The appiicetion i# still pending, but we 2re permitied o contines to accept hazardous waste governad by RO A whils under review We
have obtained additionsl suthorcy o digpose of cerain cawegeries of LLAW, mcluding oaturally occarring sedioaefive mareral
[MMOFM™) snd waste cthat ie sexempt from radioactive waese digpoeal regulations (rediesctive metenals thet do oot giceed cemnsin
gpecified mdioaeive concentrations and are exempt fom licensing) Waere disposed of under thess permits and auchorizations ans
disposed ofin what we gall the "RORA Jandfll ™

o TECA Our Whsre Management Segment has perais fom the U7 Eovironmental Protection Agency {EPA™ 1o aceept toxic wagtes
govamed hy TSCA far mearment, gtorags anddor dippoeal  In hay 20 5, we eubmitted aur application for renawal of aur free year TRCA
authonzation for a oew five year perad beginning in 20 3 (which spplicetion is sill pending, o we are pennitted fo continge 1o accspt
rokis wests pending receipn ofthe new five wear authodzaricn], and in 20 2 our TSCA authonzation was amended to inelode oor Fedeaml
LLRW digpogal facility

o Fepraduct Digposal In Bay 2008, TCBEQ issued us a licenss for the dispozal ofhyprodust material Byprodoct malenal ineludes umninm
ot thetium mill milings a8 well 32 equipment, pipe and other metetals used to handle and process the mill rrilings We complecsd
congmuenion of the bypradust faslity Infrsmiomre an aur site in Andresws Cowony, Teaas in the thivd quarter of 2009, and this facility
began disposal operaions in Octeber 1009 Bwprodust matetials sre disposed of o whet we call the “Bypmduct landf11 ™

Crur LLEW Trearnent/Sroege feility also sorves a8 & staging and procssdng location for matenal that reguines other ferms of weatment. prior
to final dizpasal as mandated by the BBA or other tegulatory bodise Our 20,000 squars fool weatment Seiliny provides for wages meatment/sabilization,
warehonse stomge and weatment faoilities for hezatdous, toxie and mixed LIEW, drum o bulle, and bulk to dom marersls hendliog and repeckaging
capabilities Treattnent operations involve procegsing wastee through one oy more chemical ot other treatment methods, depeoding wpon the paricular wase
being diepossd and regulatory and cotromer requirements Chemical Toestment wses chemical oxidation and reduction, chemical precipitation of heasy
merals, hdrolysis and nenrralizgarion of acid and alkaline wagtes, snd 1esulig in the mensformation of waete into inert materials through one ot mors of these
chemical proccases Cemain (TeaTmens processss iovolve fechnology which we may scquirs, license or subconimact fron thisd parties Ooee treated and
gabilized, waeee cumently 05 either (3 placsd in owr lendflls, (i) storsd onsive in drome or other specialized containers ar (0} shipped to third pamy faeilities
fur fins] dizposicion Only waste thar moets ceraio specifisd esgulacory requirements can be digpazed ofin our landfills

To Pebruary 20 5, we sedt & notification to the Muclesr Regulatory Commisgion ("NRC'™) expressing our inrent o apply for a licenss for the
tnrerim stotaps of used ouelear foel ar apr facility Curently weed ouelesr fel is sored o 63 locations in 33 soaer [ appeoved and congmucted, we wanld
bacome the nations first centralized srorage theility for such high level wase W oumencly expect to submit a finel license applicetion by April 20 6, 4nd
eurretuly expect the licensing, regylatory requitsments and construcion procsss w be complated by December 2020 I approved and compleced, we helieve
the morags facility will forther enbanes our e etop shop for mdioetive waste 0 provide & comprebensive disposal and eforage solution for the entics mbge
of wazte produced in the ooelear fuel cycle for cur cusiomers  There pan be no sesurance that we would be successfl in obraining any licengs for sech
inreritn storage of nasd nuslear fiel

Sales

Cir Waste Management Segment’s targsd cusl vmers are mdustoal companies, including nuslear vrilities, chemical, assospace end elecirmics
buginesees and govermmental agencies, inclading the DOE, which generate low lsve] iedioactive, hazardone, mixed Jow leval mdiosctive and other wastes
We empley our own salespeople 1o marker our ssTvices v pocsnfial cuppmers Duning 20 5, we hed sales to fve cosomers that exceed 0% of pur ner sales;
Erelon (eneration [ 9%, 015 Deparanent af Enerpry [ %), Waclear Waste Pannership { 2%4), Atizona Poblic Service [ 2%0), ind Zioo Solutions [ %) We
heve lang tenn agreements with many oF Ut customers

Cimpefitdion

The hazardous waste industey {other than LLEW and mixed LLEW) curently bas sxesse induemy capacity ceneed by o number of faciors,
including & teletive decling in the nwmber of envitonmsantal vemediation projecte generabing bazardous waste and effos on the pam of wasme gencaatorns to
reducs the volums of waste andfor manages wasle aneite af their fasilities Thess factors have led Lo pwduced dewand and increaeed pree presivce for nen
radioactive hazard ous Wase manAEement setvices
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Comperition within the hazandous waste indusry is diverse and based primacily on facility locadon/proximity ta cusomers, pocing end
custamer service We expect price competition to continue to be intenge for RCRA and TSCA related wrastes

] Thir price competition yeeulied in minimal wee of our RCRA land Bl in the pagt Bepinning in 20 4, we gained the abilicy ro accepr & broadsr
mnpge of wiete for disgpogal in the RCRA lendfill  Thiz has ncreased the use of our RCRA landfll becanse it hag allowed ue oo be more compettive for
“ppempi waste” which s heeardons wasme tat possessss very Low levels of mdipactivity and hae been exempted by law from mamegement eod dispossl
requiremente applicable 1o LLEW e belieye our broad mnge of permits for the treatment, stomes and disposal of sxempn wasts, LLEW and oixed LLEW
STTEATIS MBS PoEinon us better than our competitors and are a ey sletnent afour long tern swategy oo provide “one etop shopping™ for exempt wazte, TLRW
and mixed LLEW

The LLEW jodugry iz wery corppericive Chur principal competitors ith respeot (o LLEW sre Energy Solutions, Inc, U3 Beology Ine, and
Perma Fix Environmenra]l Services, me  Thess competitors are well serablished, and some may have gignificandy preater seaources than we do, which eould
be iinpomant factons o our potential customers  We helizve we may he becter posiconed than our eompstitons due 1o our sovironmentally desirable location,
a booad Level of lopal somumunity support, 4 mil fransportation network leading to our Facility, our capabilicy for fimurs site ehpangion and the fact chat che
Srate of Texas takek vitle o the LLEW in our Compact dispozal facilicy

LR, mixed LLEN and exernpt woste son be and cortencdy is stoved in numerons sitee arovnd the country and, altematively, pensrators can
dizpose of LLEW, mixed LLEW and exemy wasts in fagiiities operated by ve snd our competiton:  hlangy of 0ur costonets stora thess Waste stisane ansite,
which serves ag 3 aloymative to our and our competitore’ disposal serrioss

Facilitizs thac dizpoge of LLEW, miced LLEW snd exempl westes, such as our fasiliry in Teras, ate generally enbject co che following
requiremnente: ¢ commersial CLRW dispoesal faeilities can only be licenged by the WEC or states that have an agreement with MRC 10 a2e0me pormions ofics
regnlatony suthority {“Agmermnent States™); (31) the facilities muer be decigned, conetmueted and opecated 1o toeet swict safety standands god (33 the operacar of
3 tacilicy mmet sxtensively characterize the site an which the facility is Jocated aod analyze how the facility will perform for thoueande of $eam Into the
future  Further, cerigin CLAW disposal sites are resttioted fom accepting Clas B or O LLEW from generators loceted in scetes sthich do oot have a formal
agreetiens with the stare in which the digposal facility is located [fhe “Compae™)  Cur fhoility may gccept Class B or C LLRV fiowm geneeators that are not
locared in a Compact

(rber coramercial aptions ars, and may in the finurs become, evailabls for the disposal of Class B and C LYRW Ooe such option ¢ffeced by
ooe of our compelitors 18 the “downblending™ of Class B and & LLEW in crder to pennil the reolpssificarion and disposal of this waste as Clags &
LLEW WS doesnot offsr 2 dovmblending opdon fo it sustomners, and WOS does not suppott dovwoblending beeavse we believe that direct digposel of
Claga B and ¢ LURW reeults in A more énvimonmentally sofe solution that is legs comnglesx and less Jikely m be subject ro egolatory changas T addicion, the
Srate of Texae docs noT permut LLEW 10 be reclassifed ag a pault of downblending

Hepulueory and Environmental Matrers

While the waste managetnent industty has benefited fom incseased govemmental regulacion, It has also hecoms subject o exteneive and
evalving regnlation by federal, sware and local authorities The regulalary process requites wases management businesses to obtiin end retain numecsus
ARErating permite covering varmaus agpects of theit operations, any of which could be subject to revocation, medification or denial Hegulations alsc allomw
public paricipation in the peemicing procsss Tdividuale ae well az companiee may appose the granting of permits In addition, govemmental polizies and
the exercize of hroad diecretion by regulatoms are gubject to changs IUis possible cur shilinr to modifiy, obeain or mwin permits on & timely basis could be
impaired in the futore The loss of an individwal permin ot the filure to modify or abfain & pewalt conld heve o sigoificant impace oo oue Wase Management
Segrnent’s furure operating plane, financial condition, reaulle of speraiions oc liguidity, especially heeause we only operate one digposal #ite For example,
adverse deeisicnz by governmenta! snrhodties on our peitnit applications ¢ould cauze uz to abandon projects prematurely close our fhellicy or wesrrict
aperations See “Facdlity, Operations and Services™ above for & discussion of bome of our Whste Munsgement Segment’s pemmits Our RCRA permit for the
BCRA landfill rencwsl was filed in Warch 20 5 and izunderreviesw The TSCAsuthotization for the ROR A Taodfill and Federal LURW disposal facility was
filed in May 20 3 and 2 under cevies We believe our permits will be renewesd in che ordinary cowrse 0f bheiness Cur byproduot tsterial disposal licenss
gxpires in 20 8 and cur LLEW disposal license expirss in 2024 Cur BORA permin for the Fedem] LLEW disposal facilicy expires in 20 3 Onr LEES
Treamnenstem g s lieense was combined inta one Heense with cur LLEW disposal Licenss and now expires in 2024 Such pemits, leenses and authorizerions
tan be renewed subject 1o compliance wth the eequiraments of the spplication process and approval by the TCEQ oc the EPA, as appliceble
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The Texas Low Level Radicactive Waee Dispogal Compaet Commizeion (CTexat Compact Commission™) (& meponsible for managiog the
disposal papecity of the Compaet LLEW dizpos] fasility They do this by appraviog, or denying expor petitions fiom Texas Compact peneratory that wigh
10 ship their waste 1o a differenr disposal site ot approving or denyTog iropor pedtians fiom cur of compaer generatore that wizh to ship their waste o the
Cornpeer LLEW dimpesal facility The Texae Compect Commizsion has approved mles foe the export and fmpor of LLEW and began approving inmpott
BEersemaents in 20 2

From time o time feders], stave and local authorities have proposed or adopred ciher Twpes of laws end regulatione for the wase management
itdusmy includiog Taws and regulations resoicting or hanning the incgrewate or iofrasate ehipment of cecain whsts, changing the menlatory agency issuing a
lizenees, impoging higher taxes on out of sate wagts 2hipments compered [o in state shipments, wclassfring comain catsgorise of hazavdous waste as nao
harardous and regulating digposel fheilities as public wilities Certain sares have ismed regulations that atfempt fo prevent wagte genemied within a
parfenlar Cornpact from heing seat to digposal gres ouside fhar Compact The U8 Congress has also considered Jegislarion that would snahle ar facilitare
euch bane, resrictions, taxee and regolatione Duoe 1o the complex nerurs of induswy regulation, implemsentation of exiering ar fulure laws id regplatone by
different levels of govemment ¢ould be inconsistent and difficole o forsses Whils we arfenopf to momiior aod anficipete weeulatory, political and legal
developmeries thae affect e indusmy, we cannot agsurs you we will Bs ghle to comply with such developtasors Mor can we predict the sxrent fo which
lzpiglafion or regulafinms that may be snacted, or any Failome of legislarion of sagulations to be caapred, may affecy qur operstione in the fure

“The demand for certain hazardons and radioaemive wests services we incend to provide ie dependent in lacge parf upon the existence and
enfurcement of federal, state and locel environmental Jaws and reguladons goveming the discharge of those wastss eo the environment We and the
ndustry as a whole 2ovld be adveesely affected to che exttent coch Jawe or regulations s amended or repealed oo their enforcement is lessened

Eecanse of the high degree of public awarensss of environmental issues, comipanies in the waste management boelnese may be, in the nommal
course of their businese, subjedt to judicial and adminisreative proceedings Governmenta) agencies may seek to impose fines or revoks, deny renswal of, or
modify oy appliceble operariog patnits or licenses In addition, privete paries mmd specisl inTerest groups could bring actions againe e alleging, among
ather things, a vielation of opetating permits or oppaginan or challenges o current or new license sutharizatione

Emplayaar
AtDecerpber 3 20 5, WS had 96 employess We believe cur labor relalions are good

REAT ESTATE MANAGEMENT AND DEVELOFPMENT SEGMENT BASIC MANAGEMENT, INC, AND THE LANDWELL COMPFANY
Business Gverview

e geguired & controelling interest in owe Real Baree Managemenr and Development Segiment in Peesmaher 20 3 Fricrto December 20 3, e
owned & 33% interes in BML which gmong other thinge pravides oriligy seovioss 1o an indusoial paik located in Hendereon, Mevada, and io responsible for
the delivery af water ta the ity of Henderson and verious other wsers through a warer dietiburion eystem ovned by BMI We slso had a 2% interest in
LandWkll, which is setively engaged in offorrs to develop cemain real sstars in Henderson, Nevads incloding spproximstely 2, 00 acres zoned for
residentialiplanned community puIposes and approximately 00 poes zoned for commercial and light indusrial nse B oems an edditioned 50% interest in
FandWell In Decerdber 20 3 we completed the acquisition of an additienal 3 % owneeship interssT i BMI and 5% owoeship interse in Land Well "k
completed this acquisitton to abeain contre] of BMT and Land Well faith the consent of BRI #nd LandWsll and their other owners], which focreased soc
direst owrLeTship inteesst of BWI to 63% and our direor ownership of LandWell to 27%, which alea remulfed in aur opnrrol of 77% of Land Well inchi ding the
500G ownership Dnteresr beld by BMI See Nores 3 and 7 vo our Congelidaced Financial Statements
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Erparatinns and Services

Crver the yeare, Land Well and BMI have focueed on developing snd elling the Jand weansferred o Land Well &3 part of ity frrmarion in the early

430"z a3 wel] o5 additions] land holdings sequired by LandWell in the sutmonding area sahsequent to Land Wells formabion (althaugh BMI and Land Mall
have not bad significant sl propeoy acquisiions since 2004} Singe LandWells formation, Land Well end BMI hewe a bistony of successfully developing
and selling over 200 acrea of retadl, light induefrial, commereial end residential projects in the Heoderson, Mevads ares However, 2 mihestandel pontion of

sich projects, had been somplated priorto the 2008 ecototoic downhum which wag particalarly acute in the Lay Vepas sren real eatate markst ohich inoludas -

Hendersen  Follewing mich sconomic dowomm, LandWell's land eales were substantally reduced 45 corppared 1o prior wears, and Land¥ell did oot
recopnize any matedel amount of land sales io the 2008 1020 3 time period During this rime pedad, LandWel) focused prmarily on the development of e

large rracl of land o Henderson zonad for residentialfplanned community purposee (pproximately 2, O acres) Planning and zoning work on soch project |

began in 20067, but LandWell delayed gignificant development effoits unti] seenomic conditions had ivgpeoved Ag generl sconemic conditions tmproved in
20 and 20 2, LandWell began intensive developmment effinns of the esidentialtplanned community in 20 3 ¢with LeodWell acting os the mester develop o
for 311 such devalopment efforts) We markst and =el] our reeidential/planned commnnity 1o esablished Some builders in imers ofland that are pre zoned for a
maximumn munber of homs st We suppart the builders eifors s medee and #e2ll specific residential howmee within our residential’planoed comrmnaity
through joint madeeting catpaigh snd commanicy wide education effors

In addition, BMT delivers wility serwices 1o wn indusmial park logared in Henderson, Mevads and wlso delivers water to the city of Headeeson
and vations orher wsers thvugh a water delivery gystem owned by BMI

1
Setag

Throwgh Decembar 3, 20 5, LandWell has sloeed or entered into esoroee on appoodimarely 4 0 acres of the reeidentialfplanned sommmunity
sod cemain other acreage Contracts for Jand seles sre negotiated oo an individual hagis and sales teymon and prices will oy baged an such factors 48 location
(including lncation within o planned sommuning, expeeted developrent wordk and individual buyee needs Altheuwgh land may he under Gontract, we do not
TeCagnize ravemie until e have eacefied fhe criveria far revenus recogmition set fooh in Accounting Standards Codification (*ASC™) Topic 974 In some
insmances, we will teceive cogh proceeds a1 the Time the sonTeact closes and recond defemed mvenue for same or all of the cash atmeunt mecived, with mch
deferred revenue being recognized in subssquent periode Eecause land held far development sas initially seengoized ar eefimated fair walue a1 the
apguisition dare ag required by ASC Topic 805, we do oot expedt 10 meoghize significant aperating income on land seles for the land camendy under
contragt Wi expect the development work 10 conlinus for 0 1o 5 wears on the reer of the land held for development, consisting pomanly af the
residentialfplenned comrwniny

Orur Bl Bstate Managemnenr and Development Szgment’s zalss consist principally of 1and sales and wecer and eléctoe delivery thes  During
20 5 we had sales oo fowr cugstomers chat each exceaded 1% of our net sales: Richmond Homes of Mewada {27%), LM Baet Oibson, LLC [ 7%) and Prologis,
LE (%) all eelate to land sales; the City of Hendorson § 529 relares oo our wacer delivey secvices

Covire etreinm

There ace multiple new construction residentdal comrowaites in the greater Loa Vepes, Nevads area We compets with these communities ¢ém the
basiz of loeation; planed community amenites and features;, proximity to megor retadl and recrearional activities; and the perception af guality af life within
the news comounity Ve helisve our msidentialiplanned compaunity is anique wichin the greater Las Wegas area due 10 s Jocarion and planned amenidee
which inelnde: 490 aerss of mejor and neighborbood patks and open space inferconnécted with major reglanel rails and pedee; and features that oo other
HEW CONSTCTIC residential comounity umently offtrs including builder foomplans degigned exclusively far our community We are matketing our
residenrialiplanoed cormmunity to builders who terger & rnge ofRots btyss o macimize saley

Regulatsry and Environmental Madters

W and the subcontractory we LsE oSt comply with many federal, stare and logal laws and mepuletions, including soning, density and
dewel ppment requiretments, building, environmenral, advenising, 1abor and e8] sstate s2les ler wnd regularions These regulations and requirsments affect
substartially all aspects of ovr land development Our cperations are subject o federal, state and local laws and megulatione telodng to the use, stomge,
handling, generadon, wankporfation, tnealment, enusson, disshange, disposal, emediation of and exposire to basardaus and non hezardous gubsrances,
roateniels sad wastes D operations also ate subiect to fademal, sate and local lews snd tegnlstons rlating 1 wodior health and safery e believe we are in
substarcial comopliange with all mch lawe end reguladens To dete, the costs of tmaitaining eoroplipnge with eueh lowd snd regnlaticos hawe oot
eignificantly impacted aur resuls We surently do nor snticipete any significant costs ar expenzes relading (o Suoh mates; however, it is possitle fomaes laws
o el ATLONS trry peqiine us 1o incor significent additionel expendimmes
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Emplopaes
ArDecetnbers 20 5. BMI had 24 emplovess We belisvs onr labor relatons ane goaod

GOTHER

WL Indtseeies, e, At Decemberd 20 3 ML owned 7% of CompX and 30% of Krones WL also owne  00%, of EWIRE, Inc, an insuance brokerage and
vigk ro@nagetnenT semrices cotmpany and algo holds cerfain marsketable pecuiifiss and other investments See More & 1o our Consolideced Finanoial Sratsments
for addiricoal infomation

Tramand LEC Tremont iz primanly 4 halding company through which we held cur 63% ownership interest in BML and gur 77% cwnemhip interest in
LandWell Such T7% ownership interosl o LandWell ineludes 27% we hold chrgugh our owneship of Tremont and 50% held by & subsidiacy of BMI
Tremont alzgo owms 00% of Tall Pines ngumance Company, an insumnes company the &lso holds cemain madectabls seenrities and other invepments  Ses
Mot 6t our Consolidared Finaneisl Starements

[naddition, we al20 o%n real property telated m ceain of o foemer business woics

Basinesy Stratgpy  We tourinely compare ourliguidity tequiretnesnts and aluemative vses of capital agninst the estmated fiuture oash lows 10 be received
fran cue subsidiades and unconsnlidaed affiliates, and che estimated mlee value of those businesses As g resulr, we have o the past, aod may in the e,
geek to maize additional capiml, refingnce or restuerure indebiedoess, reputchase indebnodness in the market or otherwize, modify our dividend poliey,
consider the sals of an incerest in our subsidiatiss, busingss unics, meckerabls secunties or other assers, or ke o combibation of these or other seps, 1o
incrgags liquidity, reduee indebtednesz end fund futore acrivites, which hewe n the peat and sy io the fwtire jnvolve nelared companiee From time to time,
we and our related entitles consider restrueiudng cwmemsbip interess anong our subgidiades and relaced companiss Wi expect [0 contione this ACTIFTY in
the futuee

W and other eotities ther may be desmed 1o be ¢ontealled by oraffiliated with My Simmons end Ms Coanelly rourinsly svabua: acquisitions
of [ntecests (0, of combinadons with, cowpanies, including related compenies, we perceive 10 be undervalued in the marketplace These sompanies may or
may nat be engaged in bueinesses melaled 10 ur ewmenr businessss Inosomo nstances we armively manage the bosinesses we acquire with & facus on
mEkimizing erum oo inpesnnent through cost reductions, capital expenditures, improved apersting efftcienscies, sslorive marketing o addesss marker
niches, disposition of marginal operatiane, wee of leverge and redeployment of capival 1o more produstive agests In other instances, @ hove digpased ofour
inferest in & company poiar o geniog conttal We intend w0 consider spch agoivitios in the Rirore sud may, i contection with sueh accivites, consider
tssning addidonal equity securities and ingreasing our indebtedness

Website ard Avallable Frjprmarion Uy fiscal vear ende December 3 We fomish our steckholders with snnual reports concaining audited &nancial
statenents [h addition, we file anoual, quarterly and ewment reports, proxy’ abd infonmarion satemente and other infarmation with the SEC Certain of our
conealidated subsdienes Jronos, NL sod Corp) also file annual, quanedy and current reports, proxy sd informarion staternenes and ather infirmation
with the SEC W alse make awr annual reports on Formm 01 ¥, quarterly repoaty an Foon 0 O, cument reports on Form & ¥ and amendments thereto, availible
free of charge through our webeite ot wanw valhi ned g soon 35 masonably praciical after they bave been filed with the SEC We also provide 1o anyone,
withoul chacge, copies of such dosutnents wpon writien request Fequesiz ehould be directed 1o the atention of the Corporars Seeretary at qur address on the
cover page of this Form O K

Additicnal information, including our Audit Commities chamer, sur Code of Buginess Conduct and Ethict and our Coaparate Govemance
Guidelines, can alen be faund on onrwebsite Infortnation contained on oor wehsics 38 not part af this Annual Repor

The penera] public mey reed wnd copy sty materials we fils with the ZBC ar the BECE Public Reference Room a1 00 F Sipesr, WE,
Wishingron, DO 20549 The public way obrain infomation on the gpemfion af the Public Reteeance Room by calling the SEC o 800 SEC 0330 W acs
an elpptyonic files The SEC maintaing an Internet webolie 81 wearses gov that sonraing mpons, proxy and infonnation satenents snd other information
reparding jesuers, sach 85 va, et Gle elecmonically with the 3EC

a0
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ITEM 14 BISK FACTORE

Listed helow ane comain rigk factors agsnciated with ue and our busineseee See also cestein nsk fectory discussed in Inem 7 “Mawdgement s

Hiscourmon ard Analpric of Finencio! Condizion and Remclir of Operorfonsy Critice] Accounting Policies and Bamimacss ™ In addition o che potendal

effect of these risk factors, goy Hek fctor which could result o reduced camings orineressed operating Jogses, or wdnced liguidity, eould in fum edvemsely
affzet onrability 1o servies cor Jishilitisz o pay divideads oo our commen gtack: o adversely affecr the quoted madiet prices for ovy securitss

Crur nege1s congigt primarlly of inyvestments in oor operatiog sobsidiaries, and we are dependent apen diselbudons Erom ewr suhsidiaries
to service aur liabilitis.

The rajotity of our opsrating caeh flows ave geastated by oot opemting sobsidimnes, and cur abilicy o servics liabilinies and o pay diridends
an oot coromon stock dependa o g lavge exient wpon the eash dividends or other diskibutions we receive from our subeidlaries Our eubeidiaries are separare
fnd distinet legal entities and they have no obligation, contingenr or otherwise, to pay mch sagh dividends or other discobwtions e ws In additien, the
payment of dividznds or ather distibudons from oz subeidianies conld be subject to mevderions on, of takatjon of, dividends or reparriaion of eamings
under mpplicable Loy, monetany ransfer resttictions, coteney exchange regulations in jutiedistione in which aur subsidisdes apersle ot any other mestndtions
impesed by corrnt oF fuoors agrestnsnts 1o which gy subsidiaties may be a party, including debt instounents Events beyond our cencmol, including changes
in gemeral husinges and sconomie conditions, sould sdvecsely impact the ability of our mubsidiaties o pay dividende o1 make other distrbutions tons I our
subLidianes wees ta becoms nnsble o make sufficisnt cagh dividends or other distdbubions 1o uk, anr ebiliey o service owr lisbilities and to pay dividends on
ol commmon sack could be adversely affect=d

I additict, # signifieant portion of our aesets coneist of ownership interests in our subsidinges If we were required to liquidate any of such
geoutitics in arder 1o gensrate funde o earlsfy our Habilikies, we mey be requited w51l sach securfdes at o time ot times a1 which e wonld oot be able to
realize what we heligve 1o be the long tetm value of znch assors

Demand for, and prices of, cereln of onr products are Influenced by chaoging imarker conditdons for eur products, yhich may resolf in
reduced earnings or operating logees

Approsimastely 90% of our Chomicals Segment’s revenues are attobutable o seles of TiOz  Pricing within the global TiQ: induetyy over the
Leng term is cyelical and changes in economic sonditons, sqpecially o Wesem industalized natigus, can signifieanty (mpact our somings snd opemiing
cash Daws Histadcely, the mackess fir meny of our produces have eeperenced altemating periads of incressing and decreasing detmand Felative changes
in the selling prices for our producs are ooe of the main factary that affecs the level of cur profitebility Fa periods of increasing demand, sur selling prices
and profit marging genecally will tend 1o incresse, while in periods of decrsasing demand our eelling prices ind profit macgins geneally tend 1o decrasse To
addition, pricing muy affecT cwstomer dovenloty lavels af oustomers may fom Hme o Ume ecoelerats puchases of TIO in advanee of anticipated price
increases or defer purchasss of Tik in advance of aoticipared price decrenses  Cur abilivy 1o farher increase capacity withaut additona] investment in
greenfizld or brownfield capaedfy ncreases may be limited and as & remlt, our profitability may become even more dependeant upon the gelling prizeg of pur
privduets

The Ti0z industry Is cencentrated and kighly competitive and e fuee price pressures Lo the marketa In which we operate, which may
result 1 reduced garolngs ar operating lossee. '

The globel maket i which we operate owr Chemicale Segment's business 18 cotsetrrated with the tap five Ti02 producers aceaunting for oirer
S0% of the warlds produgtion capacicy end ¢ highly compericive Cogmpetitien is based on a oumber of factors, such 85 price, product guality and
gervice Some of our eompetitors aay be able o dive dewn prices for our products if their costs are lowet than ou costs [0 addition, pome of our
competitory’ Grancisl, technelogical sud other repources may be greater than gur resourses ad such competitore may be better able to withstend changes in
ket conditions  Our competitots may be sble 1o mapond mobs quickly than we can to néw ot emerging techuologies abd chabpes in customer
tequitements  Further, cansolidation of our cothpetitets o fumomerz may result in reduced demand for aur prodiets oc make i mcee difficult for ue to
cotipste with our somnpetitors The eccumence of any of these svents could reseln in reduced earnings or operadog losscs

Higher costs or mifed ayatlability of our raw materials may reduce owr ¢arologs and decrease our liguidity. In additicn, many of our
raw material confracte contain fived quanrities we are required to purchase,

The nember of sovrees for and svailability of cermin mw materiels is speific 1o He particular geographical region in which & feilicy iz
loceted  Faor example, Henium eonteining feedsiocks safkable for use in cur Chemodcals Segment's TiO facilities sre available fom 3 livdted wasber of
suppliecs around the world  Folitical and sconowmic inmabilify in the covnimies fam which we purchase our taw mareial soppliss could adveieely affect their
availabilicy  [f cur worldwide veadome were unable o meet their conmmetdal chligarions od we wers unable to obtain necessoy W matsdals, we could
ineur higher posts fr mw meterials ormay be requited 1o mdues production levels We experienced slgnificantly higher ore costsin 20 1 which carigd over
it 20 3 Welhave
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geer moderstion in the pucchase cost of third pany feedstock ore in 20 2 and chronghour 2¢ 4 and 20 5, bot puch reductione did not begin to be
gignificantly sefleeted in our cogt of salez until the thisd quarer o 20 3 Y may also expedence higher opecating easta such as enemgy costs, which could
affmer our profitability "We may nof alwaye be able 1o increase our se]ling prices o ofiket the impact of any highet coss or reduced produetion levels, which
conld reduce our sartings and decrease our Liguidic:

Cur Chemicals Begroent bas Jong temm sopply contmets that provide for our Ti0: feedmock requiremnends that cumently expire thmough
10 9 While we belicve we will be able to renew these contrasts, thers can be no azeyrancs we will be successful in mowwiog these contrects of in abrainiog
lang tewmn cdtensions ta theed comimaets priot to a%piration  Our oumenr sgreements {inclading those entersd ine thepugh Fehmary 20 6] require ue to
purchase cerain minimurn quantities of feedstock with winitnam purchages eommimneats aggregating epproximately 265 million in years subsegquent fo
December 3,20 5 In addition, we haye other long femm gupply and service contraots that provide for vaons mw aretials snd scrvices  These agrermenrs
equire ug o purchase cerlain miniwm guantdties of services with minimmm purchass conmniunents agpregating appmximetely § 47 million a1
December 3 , X0 5 Cr covumimments andet thers cootrages could adversely affect our financial esults T sipnificantly mduce our production aod wers
unable to modify the confrectual comnmtments

[Certain of the raw materiale vsed in our Component Products Segment's produets are conumadities that ave mbject to significeat fluctuations in
price in Tesponze o world wide supply and demand as well as speeglative fvegtor activity Zinc and brase eee the poncipal rae melenals used i the
toanufacture of security products Frainless stesl mbing iz the major mw material wsed in the menfcere of marine exhaver sysems  These ray materiale are
purchazed from several Fupplisez ind are penenlly readily aveilable fiom numerous socss We occagionally enfer into ebor term rw matenial supply
Armungements 1o mitigats the impact of famome iceeases in commadity ralated rave macerial coets  Dlatenels purchased ourside of thess arangemencs o
SomeTiInGs subject 1o wnanticipated and sidden price inereaesz  Should our wendors ot be able 1o mest their confracmal obligatione or should we be
otherwise unable 10 obtain necgsaacy raw mAteniely, we may inouy higher costs for vaw marerisle or may be required o redvee production levels, either of
which may decrease onr Liquidiry aswe may heunable 1o offtet the higher coets with inereases in our selling prices ot reduetions in prher operating coets

We condd [ncur shegnMeant cosie related oo legal and enviconmental remediation maders.

WL formerly manufiemmmed Tead pigments for use o paine ML 30d others have been namead ae defendants in vaoons legal procesdings seeking
drrmagss fOr parsanal injury, propemy damage and govemmental sxpenditures sllegedly cansed by the use of load haged painte Thess lawnita seck setovery
under a varery of theoties, including public #nd privers ooissice, nsgligent product design, oegligean failure o wirn, stoct Hability, breach of warranty,
conspiteeyic onaedt o f peTion, siding wmd abering, earerpres liability, marker share ot dgk contabution lisbility, intentional tom, fraud and misrspreseotarion,
piolations of stats consumer proection satee, supplier negligeoce aod similer claims  The plaintiffz in thees actions genérally sesk 1o impose on the
defendante reeponaibility for lead paint sbatement pnd healib concens agsociated with the vee of Tead based paints, including damages for petzonal injury,
cootgbution sodéor indemnifleation for medics! cxpenses, medical monitodng expenses sod costs for educational progearoe  As with all legal procesdings,
the mMeomes s unesrtain  Any lizhilify we might inmrin the furuee sould 'pe matedsl Seoalso em 3 “Legal Proceedings Lead Pigment Licigation HL™

Cemain propemics and fagilitice wsed in ML farmer opemtions ave the mibjsct of litigadon, adminisrative proctadings or invasmigations
arising under various envivonments] loss  These procesdings seck cleanup cogts, persanal injury or prapeny demages and/or damages for injury 1o natvral
resbuToes  Sone of thess progecdings involve claims for subsfantis] smeunty  Envinoamental ovligations are diffienln to assesz end cadmace: for nlmerdns
eeasong, and we may lneyr coscs for coviromuenta] remediarion in the fanue in eRcess of amounts cumently earinated  Any lighiliey @ might fnewr in che
fobure conld be material See also Fem 3 “Legal Proceedings  Eovirgmmenral Matrers and Litization *

Many of the markets in #hich our Component Produets Segment operates are matare and highly competitve vesulfing in pricing predsuce
a,:nd The ueed m continuously redoce costs.

Ma.n:,- of the markets our Component Producrs Segmoent serves are highly campetitive, with a awober of comnpediors offering similac
products We foous our efforts on the middls and high end eegment of the marker where wes feel That we can cettipste dus w the importance of produet design,
auality and durability ta the customer  However, aur ahility w effsotively compets is inpacted by a number of tacfors The ceenmence of sny ofthess factors
conld rarull in teduced eamings or operting losses

»  Clampeticare may be gble fo dove dewn prices for ot produces beyond our ability oo adjuet coety because thelr costy sre lower than ours,
especially products soutesd Foim Asia

a  Competicors' Snaneial, echoologice] and other resources may be greater than our resourcez, which may ensble thern to moes effostively
withstand chatpes in marker conditions .
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v Cemnpetitors may be sble o respond mote quickly that /e can wnew of emeTging rehnedogizs and changes in customer requirmenrs

»  Consolidation of cur Sorapetitars of customers in any ofthe markets m which we sonp ete may regule in reduced demand far cur products
»  Mew coropotioess conld smotge by modifying theirsxistdog producrtion facilitiss vo manfagmre prodycts thar compgte with out produces
»  Wemay not be able 1o suetain & cost srueture char eiables us 1o be cotpetitive

+  Costomers oy no Jonger valus oor prodoect desizn, qualily o dutability over the lower com producte of aur comperitorg

Qur development of lonovafive feetures for corrent prodocs is critieal fo ausfaining and grawiog our Component Produet Segment’s
salke. '

Higodeally, aur Compenent Produets Begment's ability o provide value added custom enginesred produces thear addrees requirements of
technolegy and gpace ulilizavion has been a key element of nur sucesss B spend v significant smovnt of titos and offorr w refioe, imoprove and adapt owr
existing products for new customers and epplications  Since expeaditures for thess npes of activites are not considered research and development expenze
under seconnting ponciples genemlly accapred in the United Sratee of Amedca ¢“GAAR), the smount of our reseerch and developoment expenditires, which
is not @pnificant, i3 not indicarive of the ovenl] effore imvolved in the development of now produet fratiregy  The imtoduetion of new product faturee
requines the coondination of the degign, manufaeoring and madceting of the new product feafvrer with eurrent end potentiel costomers  The abilive o
coordimate thess activilies with cumenl and potential customers may be affscted by factors beyond our conmal  While we will continus to conphasizs the
introduction of Dboverive new prodoet feamres thet mrgel cuemer specific oppomunities, we do ooc koow if any new producr feafuees we intraduce w1
gchieve the same degres of suecess that we have achieved with gur existing prodocts  Inteeduction of new product fsamires typically requices us 1o incoease
praduction volume on 4 thmely basis while maintaining prodoct qoality Maouficuarers often sicounter diffienlties in increasing prodycdon yolumes,
inchading delavs, qualivy conttel prabloms and shomages of qualified pessgooel or raw materals  As we atfempt [0 intoeduce new prodoct famres io cthe
facwre, we do not know ifwe will be able 1o incresse produedon violwne snthout snconnteriog these or other problems which might negatively impaet qur
financial condition ar results of operatians

Failure K protectour Bkellectus ] propecty cighes or claims by otherg that we Infiinge their infallectfral property righte cauld sobstanially
harm our business., '

O Component Froduets Sepmaent relies on paent, wadetnads and trade secret lawe in the United Bfates and eimiler laws (o other countries co
eatablish and maintyin ourintellecmal propetty rights in our rechnology and deeigns Deepite these measures, aoy of oor intellecoual property ights could be
challenged, invalidated, circinnvenssd or misappropdated  Crthecs may indepetidently discover ouy trads secrets and proprietary informadon, and in och
cases we could non asset any teade sscrer dphts apaing such prmics Further v do not koow if any of our pending mdemar or parent applications will be
approved Comly and dme consuming litigation could be neceggary fo enforse and derennite the scops of our inrellsomal propesty Tighes In addition, the
laws of certain countdes do not proteet intsllecrual property dghes 1o The sae excent as che laws of the United Statee  Therefore, in eertain jorisdicrions, we
it ke unable 1o protect our techmology and designs adequarely againet uneuthordzed thitd parcy vse, which could adversely affect our compeditive position

Third paties may claim that ae of our customers ars infinging nupon their infellecmsl property dghts Even if we belisve that such slaims ame
withour wesic, they can be time consuming and costly ro defend and distraer owr menagetnsnrs and teehoical stafts awention and resaurces Claime of
intellectual propermy infongement ales might require us to edesipn affecwed wohnolagy, enter into cogtly esttlement or license agreements or pay cosily
Jdameze pwands, or fice o EmporRy of pentansnt injunction prohibiting us fom merketing or selling certain of our reebnolopy I s canaot or da nof
licanss the infringed tochnology on reaconables procing termé or 2t 411, or sobaritute siemjlar rechoology frot another source, our businege could e advecsely
impacted
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Our Waste Manapement Segnnent operates 1o a bighly vepulated indngery, and third paréier may from fime oo Gmoe seel o challenge our
Wagste Management Sepment's licenses and permifs. We may not be succseelil in obfaining new business to effectdvely aperate our LLEW disposal
facilities.

Oz Waste Managemen: Segment iz required to eomply with vanous fedecsl, state and local regnlarions, a5 well ag conyply with the feeos of our
operating perming and licenses as they may be modified ot smended Failuye to somply with any such regulaton o pemit equittmeanta, or filure to obrain
remaaals, could adversely impast our opesstions In addition, we muer be slccessfil in oblaining new business fom our cotmersial and govemmental
cusgners in arder to effbetively operate our Compact and Federal LLEW disposal fasilities Third parties roay fioimn time w time sesl: to challenge cur coment
operating licenses and pennits We do not Enew i0we will be seeessfil in obtaining mich new buginces Failure to obtaln 8 sofficient smoant of new business
w cifotivaly cperate our LLRW disposal facilites could adversely impact aur eamings and dectesss cut liquidicy

Ot Real Esrate Management and Development Sagment awnos 4 sfgaificant amoune of real property in Henderson, Nevada. A prolonged
downturn in the local real gpe e marker in Nevads could negatively lmpect onr 2hility to puccegsfolly camplete the development of such renl property.

A guhgantial pomion of the revenues and aseefs aseariaied with eur Resl Estate Management. and Development Segroent telate 1o ¢trtain rénl
estale under development in Hendersan, Mevads, fncluding spproXimately X, 00 apres zoned for residential/planned community purposes snd approximately
400 acres zoned for commercizl #nd light indusrial use A prolonged downmm in the local resl sstare macker in Mevada or other gvents could nepatively
impact cur ability 1o Fuccesstinlly complere the develapment. of such resl propetry, cither by requiring us to ineor filasre development oo in sicess of our
current estimetes, or by eealiing in selling prices for funie merail land sales lower than what wi cumently expect I sy of these cvents wWers bn oot esyenye
and profits in owe Real Beeate Management and Development segraent may be significantly and negarively affected

Our leverage may impair our financial condition or limit aor ability e operate our busimesses.

Wie have & sipnifernt aouw of debr, primatily eleted 1o ¥rones’ tenn loan, gur Joan from Contrsn Cotporation, ot loans from Snaks River
Sugar Cotapany and s WCS finaneing capital leags Az of Decenber 3,20 5, ovr 1ota] consalidarsd debt wag approximarely $260 5 raillion Cror level of
debe pould have impomant coneequences o owr stookholdecs and craditors, incloding:

»  making it oy diffigylf fior us 1o satiefy our sbligationg with raspect 10 our lahilities
s ifcreasing owr vilnetabilitr o adrerse general econamic and indnstey condidons

«  requiring that a pamicn of qur eash flgws fom opemtions be vzed for the peyment of interest on our debt, which reduces our abiliny to wse
gur caeh flow 1o fund working cepital, capital expenditures, dividends oo our comunon stock, scquisitions or general Corporacs
[&QUITEmen s,

« limiting the ability of cur sobsidisnes to pay dividends s

«  limifing gor ability 0 sbsin additional fnanciag 1o fund fuore working capital, capitsl expendinices, a-quisitions ot general comporate
rEQOLEents;

v limiting our flexibility in plasning for, or eacting 10, changes in oar bueinese and the ndnsuy i whick, we opemte; and

v placing us et s competitive disadvantage relative to other less leveraped compeTitors

o addition o our indebtedness, we are parmy oo varoue leaes and other agreements {including feed stock cre purchaee contracts o previonaly
described pursuant to which, along with our indebtedness, we ars commined to pay approximately $324 & million in 20 6 Cur shility to make payinents on
and refinance our debt and ta fund planned capiral sxpendicones depends on our fimiee ability ta generate cash fow To sotae extent, This is subject fo general
econowmis, Tnencial, ¢omperitive, legislarive, regulaory and other fuctars that ame beyond eur coorel In addition, gur ability fo borow funds under cervain
of aur sevelying credif facilicies in the future will, in some instances, depend in parm on thege subsidiacies ability [0 miintain specified Gnxacial ratiog snd
st sty cerimin fininoial covenants commained in the applicabls credit agresment

Our busioesses may 0ot genecate cash flows from opesating activities sufficient 1o eneble us to pay owr debts when they become due and to
find our ather liquidity needs A% a msul, we may need to refinance 81l or a partion of oo et befors matrity #e may oof be able o refinance sny of our
debt in a rimely manner on favgcable terms, iF et ell, in the current credit markets Any inabilineto generats sufficient cash Dowes of o refinance our debt on
favorable rerng could heve o raterial advare: effect on our finaneial condition
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Global climate change legislagon could nepaively impact our financlal résnlts or Hmit oor ability ta aperai our husinesses.

We operale produciion feiliss in several countries In many of the countdes ib which e operars, legiglation bag been passed, or proposed
legislation iz being coukidersd, to lmit preenhovee paees throuph vatious means, inclnding emissions permits sndéor enecey taxes  In seveml of our
production feilities, we consume large arnounts of snerpy, primanly slectnicity and netoml gas  Tor date, the peimin systemn in effeet in the yarions counties
in which v apsrate has not had a matedal adwerse et on our Snancial results  Howewer if further greenhoute gag legislation weee 3o be enacted in ons ot
TOTE Gountoes, 1 cowld negatively lopest our firhire resulis fom opererions through inereased oosts of production, particutaly ag ic relates to pur snesgy
TerRiteIMCtLLS o oWt becd to abiain emigrions permits I ench increased cogts of production were 1o materialize, we may be unable 10 pass price i0Greases S
aur eastoimerE o tommp engate thr incmased produstion cogts, which may decreaps cur liquidity, opemfing income sad mesuls of operaciong

ITEM1B. UNRESDLYVED STAFF COMMENTS

Moo

ITEM 2. PROFERTIES

We along with cur subsidiavies: Eronos, CompX, WS and ML lesse offica space thwough Conmn for sur prireips] execotive offices n Dallas,
Texas Our EMI and Land %ell eub=idiscies pdneipal offices e in an owned brilding in Henderson, Mevads A list of opecating facilities for each of our
sobsidiaries 1o deseribed io the appliceble business sectiong of e “Busingss ™ We believe our facilities are penerally adequate and suitable for their
IESPECLIvE LEeE

[TEM 2. LEGAL FROCEEDINGE

We are involved in various legal proceedings In addition to information included below, certain infimnation called for by thisz rem is included
inMere 7 1o ourConsolidatsd Finsnrial Statements, which is incorporated herein by referencs

Lead Blagmenr Liigotion  ME

MLs fortner epevactions included the manufacnuce of lead pigments foruse in paint end lead based paint ML, other farmer manufactarers of lend
pigmente for wse in paint and leed based palac (fogether, the “fhrmer pigment maoufbetuters™, and the Lead Industdes Associstion (LIA"), which
discontinued bosiness operations in 2002, bave been named ss defmdants o vadoug legal proceedings seeking damages fior personal injury, prapedy
datnags and govemmental expenditurts allegedly saused by the use of Yead based paints  Cerain of these acticns have been filed By or on behalf of sates,
epunties, citiee at their poblic bovsing autharities and schoo] dierdons, end ceratn others have been asserted we class aotions Thess Tavesuits seel recovery
undet a warfety of theoriss, incloding public snd privats nuisanes, negligent product design, nepligent failups 1o warm, strict Liability, breach ot watiabty,
congpiracylooncert afaction, siding and Rbetting, cnterprise Liability, market shere or 1isk ronmibution lisbility, intenrtonal tor, frand and misrepresentation,
winlartons of state consumes proteetion satutes, mpplier neglipencs and similar ¢laims .

The pleintiffh in thess actions genemlly g4ek io imposs on the defendsnts responeibilitg for lead palnr abatennent and health coneemy aspacisted
with the vse of 1ead baged painw, meluding damages for peronsl injury, confribution endfor indenitication for medical expenses, madical monivoTing
expensee and eosts for educational programs T the extenr the plaintlffs seek corpsnsatory or punicive demeges in these acticns, smch damages AT
generally unspecifled In some casss, the damapes are ungpecified pursiant w the equirements of applicable state lam A number of cages Are LOAETIVE O
hawe been dismizsed or withdrawn Most of the remaining casss ave in varous pre Toal sthges  Somne avs ou appeal fallowing dismissal of summary judgment
mlinge or 4 toal verdict in favor of either the defendants or the plaintith

Wi beligve thet thess actions are withour mesit, and we mtead 10 contiove to deny =l allepations of wrongdoing and lishility and fo defend
againgt all acticns vigereusly W do not beliewe it is probeble that we have incumed any Labiliy with respect to all of the lead pipment lidgarion cases wo
which we ace a pary, and labiling 1o vs ther may resuly, if any, in this regard ceonot be rmasonably estimated, heeanee;

s Wt have never eefled any of the marker share, intentiomal tor, fravd, oudssnce, supplier negligence, breach of wammnty, conspirmey,
mikrEpreReniation, aiding and abetting, enterprize liabilify, or sraTatocy cases,

» unfinal, non appealable advesse verdicts heve everbesn eatsred againg ug, and

+ e have never oltimately been found lishle with respect to apy mch Litigation matters, including ovet 00 casss gver 2 twenfy year period far
which we wrere previously a pary and for which we have been dismissed without aoy findiog of lishilivy
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Accordingly, we have not aceried any amounts for any of the pending lead pigmeot and lead based painclitigation cages filed by or on behalf of
gratey, pounties, gicies or their publiz housing auchorities and schoel digtdere, or thoss asgerted a8 ¢laks actions In sddition, we have deteonined that liabiliny
fo uz which may reeuls, i€ any, ssnnal be reasonahly astimated becanss there is oo prior hiswory of & Jogs of this natyrs on wiich an eqtimate conld he made
and thers is no substantive infoomarion grailable wpen which o sstimate conld be baged

In one of thess lead pigment cases, in April 2000 WL was served with a cotplaint in Coyngy of Sana Clare w Arflondic Richfield Compame e al;
(Supsdar Court of the State of California, County of Santa Clara, Case Noo 00 C% T38657] brought by & oamber of Califotnia govemnent sntivies against
the former pigment manuficiurers, the LIA aod certain paint manufcturers The Counry of Santa Clarg sought o recover compengatory damages for funde
the plaintifis had expended ot wowld in the fare expend for medical treatment, educational expenses, shatement ot other coste dug 1o exposure o, or
potential exposure vo, lead paint, disgorgement of profit, and punitive demages  In Taly 2003, the tral judge granced defpodans’ mation 0 dismize all
reraaining cleims  Plaintffs appeeled and the intermediate appellate coun reinstated public nuisance, negligence, etiet liability, and fraud claims in Manch
2006 Afounh amended complaint nag filed in Mach 20 on behalf of The People of Califsmia by the Coungyr anomeys of Alatosds, Yenours, Solana,
San Maten, Lae Angeles and Santa Clars, end éhe Ciry ATomeys of San Franciseo, Jan Disge and Oakland  That complaint alleged thar fhe presence of lead
point erented & public nuiskoce in each of the prosecuring jurgsdietions and seeks it abaterment o Tuly aod Aupuet 20 3, the case wes tied In Jaowarny
240 A4, the Judge issued a judgment finding WL, The Sherwin %illinme Company and ConAgrs. Grocety Products Company jointdy and geverally liable for the
gbataroeni of lead paint in pre 980 homes, sod ordered the defendants o pay o aggregate 8 5 billion fo the people of the Smée of Califbmia to fund such
phatement. In Bebruary 20 4, we flsd & rotion for 2 new mal, and in March 20 4 the coort deoied the motion  Sebsequenrly io March 20 4, ML filed 2
" notige ot appeal with the Sixth Distdet Court ot Appeal for the Swate of Califoria and the appeal is progssding with the appellate cour NL h:lu:v.:a thet this
jud groent is inconestent with California Jaow and is unsupporned by the evidence, and we will defond vigomousty sgaios all claims

The Sants Claca case 15 utusesl in cthat this iz the second titae that an adveree veodict in the lead pigrment lidgation bas been sntered against ML
(Ihw first adwerss vordict against WL wae nltimately overmumed on appeal) W heve concluded thar the likelihood of & logs in this gase has noc reached 2
zrandard of “probsble” a5 contennplated by ASC 450, piven ([ the ssbstantive, substancial and medeoroue grounds on which the adverse verdion in the Banta
Clara sase will be appealed, (i) the wniqusness of the Santa Clara verdict (i & wo finel, non appeslable verdiets bave ever been rendered againgt ug, or any of
the ather e lead pigment manufactorers, based on the publle ouisence theary of liability ar ocherwize], and (iii) the rejection of the public nuisance
theory of liability ariv celases o lead pigment rarmees in many other jprisdieticns (oo jubediction in which & plaiouffhas sssented & poblic noisance theory of
Tiakility biag ever sucensefinlly been vpheldd In additien, liabality that may result, ifedy, cannot be masoeoably epimared, a5 NL continues 1o have no bags on
which an egfimate of [ability could he made, o5 discussed ebove However a3 with any legal proceeding, there i no sgaucence that any sppee] would be
snecessful, end i1 i rersonably possible, Dased on the outeame of the appeale process, that WL mey i the furre ineur some lahility resuldng in the
wcogninon of 2 loss eontingency accrual fhat could have & matenial adverse impact oo our weaili of aperations, financial pogtion and liquidity

In June 2000, & complaing war fled in Dlinedz sfabe court, Zewds, ef of. v Lead Tedustrles dssoctatlop, ot al {Cirenit Coun of Cook County, Qlinods, .
County Deparfroent, Chaneery Divigion, Cass Mo GOCHR9300 ) Plaincifls seek 1o repregent opn clastes, one sonsisting of minors berween the apes of six
monchs sad siv e who resided in heusing in [incis built before 978, and another conssting of individuals berween the ages of gix and twenty years
who lived in llinois hougsing built before 978 when they wers bevseen the ages of six mondhy and six yeart and who bad bleod lead lewels of 0
microgramedentlifer or mare  The complaint seeks damapes jointly and severally fam the former pigment sanufheteers and the LA o establish a medical
sereening fund for the fitsr <lass 1o dererming blocd lead levelt, 8 mmedicsl mendtoning fund for the second class to detect the onset of latent digeascs and a
fiund for & public education campzign  In April 2008, the tosl court udgs comifed a clasg of children whase bload lead levels were soreened wenously
berween Avgust 595 wnd February 2008 and who had incuresd expengee aeeaciated with such semeening  In Mach 20 2, the wial covre judge decerified the
class [n June 20 2, the oial court udge granted plaineifs the dehi 1o eppeal bis decettification grder, and in Angust 20 2 the appellate court grantsd
plainciffs permistion o eppeal  In Merch 20 3, the appellats court agread with the teal cowr's mtionale tegprding lepistative reguitients 1o foreen
childeen's blood lesd levels and remanded the cass for fuether proceedingz in the wal court In Tuly 20 3, plaivniffe moved to vagace the decettification In
Cxtober 200 3, the judge denied plaintiffe’ morion to vacaie the decemification of the class  To Barch 20 4, pleinfi filed o new clags cerification
mation I ApAl 20 %, 4 oless wes cerified consisting of paments or Tegal gvardisne of children wha 1ived in cemain “high sk™ areas in [(linoie bermesn
Augwst B, 905 and Pabrpary % 2008, and ineumed an expenee orliabilicy thr heving their childeen’s bload lead levelp tested

In additton 1o the foregaing litigaron, vafdous legislation and administmarive regulaions have, fiom ime 10 dme, besn proposed that sesk ta
{a) inyoee various ohligatione on present and fomer menufctores of Jesd plgment and lead based paine with respect (o asseded health concems assoriared
with the use of such products and (b} effsctively avermrn zourn decisions in which we and other pigmenr menafbcruress have been successfil  Bxamplss of
guch proposed legisladon ineluds bille which would permif civil Lisbility for dameges ob the bagis of mancer share, maher than requiring p]mnnfﬁ! to prove
that the defendent's pradiuet cauzed the
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alleged damape, and billy which would revive perions baed by the sabite of limitations While oo legislacion or regulations havebeen enacted to date thar
are expected w have a material adverse effect on cur consolidased financial positicn, reenlts of operations or liquidity, the impoeidon of marlcet share
lighility or other lzgielation could bave meh an effect

‘Hew cases may continue to be filed appinstue We cannot azgnme you tat we will not incur liability b the Giouee in eespect of 2oy of the pending
ar possible litipation in view of the inherent vnosttainties mvolved @ cow and jury wulings  In the fifure, if oew informadon regarding such matiers
bepomoes available to g (such a5 8 final, non appealable adveres verdict againet ue or othervise ultimataly being fonnd ligble wich respeec o such marters), a1
that fime we wonld coneider such infermation in gvealieling any remsining cases thet petding againgt g ag to whecher it matghe chen have heeome probable
e bave ibcnmed Tiabilingy with pespect to these maccers, and whether much lisbility, if any, could have become reasnnably estimable The reeoluton of any of
theee cases could result in the recognition of 8 loee contingency secrual that cownld have o matenial odverse impact on oue ned income tor the interim or anmal
perod dodng which such Lisbility is recogaized ahd & meteriel adverse impact on our songalidared financial condition and liguidity

Ervirormernsal Marlters ohed Lidgation

Quir aperatone A povemed by warions enviroomental lows and regulations Cemain of pur bygineszes are and have heen sngaged in the baodling,
manuficture of use of subsanees or compounds thar may he considered roxic or bazardaus wishin the mesning of applicable eovironmencal Tave and
segulations  Ag with other companics engaged in eimiler businesses, cettain of our past and curent operations and products have the porential to cunds
envitonmental of other danags  We have nplemented and comtinne oo implement vadova palicies snd pragrams in an effor w minimize these rsks  Qur
policy is 1 maingin compliancs with applicable environmmenta] laws and teguletions ot wll of our pleaks and e stoive to impeewve smvinomental
perfommance  From ilme t Gme, we mey be mbject to enviramensal regularory enforgement ynder US and non UE statuiee, the reealution of which
mpitally fowolves the sstablishment of coropliencs programs [t iz poeeible that fituee developments, soch as sricver requiremetits of eoviroomesnral Jews and
enforcement palicice, could adwvereely affest our pmduetion, hendling, use, storaps, reaspomarion, sale of digpogal of such subsfances We belisve that all of
our fmailities are 1o subetattisl compliance with applicable eavitonrmentsl lave

Cemain properties and Heilities veed in WL% fontner operaciong, including divested pomery and secondary lead smeltess and frmmer mining
|ocations, ane the sobjeer of givil litigation, adminierrative procesdings or investigations snsing wnder federal and stace soovirnmental lave and common
law Additionally, in connection with past operaiing preclicss, we ate coteotly iovolved as a defsndane, pofentially responaible party (“PRE") or both,
pucgugat fo CERCLA, and similar state loss i waions goveenmnental and private actione eesocisted with waste dispose] sites, mining locations, and fcilities
that we of cur predecessots, our subsidiaries or their predeceszom crmently or previously owned, opeeared orused, cemain of which are an the Unifed States
EPa'e Superfind Mational Proorider List or similar state lists These proceedings scek cleapup come, damages for pertonal injicy ot property damape end/or
demeges for injucy o oaturel mesowrces  Csmain of these proceedings involve claimy far spbstential amounts  Although we may be jointy and ssverally
liakle for these coss, i mom cases we are poly dne of & oumber of PRLPs who mey also be joiofly and severally lisble, and among whom costs may be shared
ar allocated  In addition, we are also o paty 10 6 aumber of pergonal fojury ladrsuite flled in vadows judedictions elleping claime related 1o envivonmencal
condiviens slleged o havs walesd from our operations

Obligations associated with envimnmental remediation and relared mattes sce diffienlt to assess sl ssdmate for nymerous reasons including the:

»  complexity and differing inteqpredaticns of govemmental regulaticos;

»  numberofPRPE and their ability or willingness wo fiod guch allocetion of cosis,

v finencial capabilitles ofthe PRPs and the allasation of enme among thens,

v solvency of ather PRPE,

v Toultiplicity of possible solutions,

v mumberofyes: ofinvestgatory, temedial and monitaring activicy tequired,

w  UnCETRInTY over the extent, if aov, (o which our fonoer operadons might have contdbuted o the conditions allegedly giving dse 1o such
personil injeey, propemy damage, natural eeource and related claims; and

»  mumber ofyears between Tonnss operations.and notice ofelaims aod Yagk of information and documents abont the fonner opamiions
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In addirioo, the impoesitnen of mem stingent standards or requitements vnder svitonnental lawe or regolations, new developments or changes
reganding sire cleanup coets ot the alloeation of corts among PRFe, solvency of other FRPe, the regults of fevire resting and snalysis underaken with respac
to ceriain zitte ar o dstermination that we are polentizlly responsible fot the release of hazardons soberances at ather sites, could cause our expenditures to
excesd 007 GUTERT estimales W cannor agsure you that acmal pogs will noc exceed acemied omountd or the wpper end of the range for sices for which
ertimatee have been made, and we cannot zzure yau that coste will not be incwred forsimes where oo eatitates presontly can be mads  Further, addidona)
etivironmentad and velated matiers may avise in the futues  Tf we wers w0 ingur any fimre liability, thie could heve & material advene effber on’our
coneclideted financial sratements, reeulee of operadons and liquidiby

We reeord liabilitiee celated to eovironmental remediation and related mates: (including costs associazed with demages ot perzonal injury or
property demage andfor damages far injury 10 nefum] mesourses) when sstimated falure sependituess ate probable and reagonably estimable We adjner such
accTuals e further information bacomes ayvailabls to us or as cirppmstancee change Unlees the amounts aod oming of znch estimeted fiture expendicures ane
fized and reaccnably deremoinable, we penesally do naof diesount sstimated fiatuee expendinires 1o their peessnt valve due ro the upcemainty of che timing of
the payour W reoogoize recovenies of costs from othet paities, ifany, as agsets when their receipt is decmed probable At December3 200 4 and 200 5 we
bave nol recogoized any moaterial regeivables for reeoyveriez

W do ot know and cannat estimarg the exact time frame over which s will nwke peiments for our accrsed environmental god relarsd coste The
fiming of payments depends upon a munber of fotors, including bt not miced to the timing of the acoial emediaion process; which in furh depends on
Tactors oucside of aur eontrol  Ar each Balaase shect date, wo ssdmars the ampunt of our acermed envionmenial and releted costs which we expect o pay
within fhe nexc taplve months, and we classify thiz estimane ag g coment ligbility  We classify the remaining acerped enyironmencal cogts ag 8 noocimens
linbility

Cm & quartedy basis, we gvaloate the potential range of out liabilicy for envivonmental remedisdon aod celeted cofis at sitee whers we have hesn
nevned 85 @ PREF or defendant, jncloding sites fr which MLY% wholly owned envinanmental menagement subsidisry, ML Eovinnmental Management
Serviees, Inc, ("EME), bag conmactually aesumed our gbligations At December 3 , 20 5, WL had gocrued approvimately £ 3 million relsied 1o
spproximately 42 sites sssociaced with remediaion and related mactsrs that we believe are ol the present Gme aodfor in their coment phase reascnably
estitmable The wpper end of the range of reapomably poseible costs fo uy fir remedistion and relazed matters (o7 which we helieve it ig pagsible to estimate
cogts ie approximarely § &6 million, intloding the amount cumently acctwed

Wi helieve fhat it ie oot reaconebly possible o estimate the moge of costs for cortain siteg At Decerber 3,30 5, there were approdimately 5 sites
fior whieh NE 3 not cumently sble to estimars a ange of coms For these eitee, generally the investigation i io the eady mages, and NL i3 undhle o defemming
whether or nol we sctually had any agsociation wich the site, Ehe neture oF i1s esponsibilitg, if suy, for the contaminarion at the gies and the exteat of
contumnination at and eobt bo remedinte the site The riming and svailability of tnformation on theee 2itee is dependeat oo eveats cutside of our conrol, such
15 when the pecry elleging lishility provides infommation to vs At cerain of these previonsly inactive siteg, ML has received general and special nofices af
liakiliry from the BPA andior sfate ageneice alleging that we, somerimes with other FRPs, a1e liagle for pas and Gufure eosts of nedisting envirentneatal
contanination sllegedly cansed by famer operstions Thess notiflcations may aseeri that NL, aleng with sny other alleged PRES, arc liahle far past andfar
firwre cloan wp costs as farfher infamnation heeomes available to we far aoy of these sives which would allow vs oo egtimare a auge of cagty, @ wonld of ther
time adjus cor accrals Any meh adjnement cenld msolt o the meognigon of an apeal that would heee 4 matsoel offbet oo our congolidared finatpial
elatements, resulis of operstions and liquidicy

In June 2006, ML and sevetal othier PRES teceived 3 Unilateral Adrainistrative Order (7400 from the EPA reparding & fhonerdy onned mind and
willing facility locared in Park Hilly, Migsovri The Doe Ron Company ie the cument owner of the site, which was purchazed by 4 predeceszor o Doe Run
from ue in approximately 936 Dae Run e also nanted in the Order Tn April 2008, che parties sgned a definitive cost shering sgreetnent for sharing of the
enats anlicipared fo connection with the ovder and in May 2000, the partics began wor ot the sire a5 reqiired by the UAD and in gccordance wich the sast
ghating agresment  In the fourth quarter af 20 0, ML reached its sapped paytnent obligation under che cost sharing agreement with Doe Bun o the fowth
quarter of20 3, Doe Bun completed the remeinder ofthe consmection work A Removal Acdon Report and Post Rerooval 3l Connol plan is expected 10 be
subtmicted w0 the EFA by Doe Run in 20 &

In Jupe 2002, ML meaived a Ditsorive and Maties to Ineurdrs from the Mew Jersey Department of Bovirommental Protestien ("NIDEP™) regarding
rhe Margarees Creek site in 014 Brdge Townehip, Mewr Jemey  NIGEP alleged thar a wasts hauler trngported waecs from ane of qur frmer facilities for
dispocal at the site in the early 970s MIDEF refermed the sits to the EPA, and io Movember 2009, the EPA added the site 1o the Netional Priorities List under
1he nams “Raritan Bay Slag Site™ In 20 2, BPA rocfisd ML of ity potentisl labilivy ot thiz site In May 20 3, BPA issued its Record of Decizion far the
gite. In June 200 3, ML filed o conidbution suit wnder CERCLA and the Mew ferssy Spillac tided NE Induseries, fre. v O Bridee Township, &1 @ (United
Brates
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District Court for the Digmier of Mew Jerzey, Clvil Action Mo 3: 3 ow 03493 MAS TIB} againgt the cumear comer, Od Bridge Townehip, and severl faderal
and stave entities WL alleges desipned and operarsd the site and who have significant potential liability ae compared to NL which is alleped o have been a
porenial source of matedal placed at the site by others WL suit also names ceclain fortogy NL cusietozs of the fhmee ML facility alleged to be the souree of
aome of the matedals In Taooacy 20 4, ERA issued a TTACQ o NI for olean op of cthe site baged on the EPA'e prefermed remedy set focth in the Becord of
Decision WL ig in dispussions with EPA abour ML pecfonnance of' @ defined #mount of the work at the site and is olheosize taking actions necessary to
rézpond wothe TAG I thees digoussions snd sctions sre vossocessfhl, ML will defend viporovely againgt all claime while continuing (o séek contmbulion
froim ather PEPs

In Seprember 200E, NL received a Special Motice lemer fram the EPA for liahility associated with the Ter Creelr Buperfind site in Cerawa Cowory,
Cklahocoa (Tar Cresk) end & demand for related past and Fators costs WL responded with & good faith offer o pay cenain of the HPA paer caecs and oo
complete limited work in the areas io which NL opemied. Tn Oebober 20048, WL received a claim fom he Btate of Oklshoma for paet, fumre snd relocarich
COSCE i Cotnection with the gite [0 Movemnber 20 5, the TUnited Btates Depariment of fustice lodged with the fadsrml coum & fully executed consent decres
Betwesn the Thited Srates, the State of Okishama snd HL thet resolves the claims of the Unitsd Statez and the Stare of Oklahome fir past eod fanure cleaoup
o518 AT Tar Craek: The consent decss will become cffsctive afterif has besn reviewsd and officially approved by the federal comt

o Aupust 2008, NL wes served with # oomplaint in Berinm Bevkesper, dnc. dihia NERU Saykedper or ol v ML Indwesrles, Tec et @l (United
Srates Dizmier Courr, Distice of Mew Tecp=y, Caze Mo 3:0% ov 04 7)) This is # citizen’s suie filed by owo logal eevvieonmental groups purruant to the
Fescurse Conservation and Recovery Act and the Clean Warer Act agains NL, eument gwners, developers and etare mmd lacal povernment eatities  The
complaint alleges thar hazatdous subswnces waro and condone fo e discharged fom ML famer Sayreville, Mew Totey propety inog the sedimente of the
adjacent Rarjtan River The former Sayreville dues Uz comenily being remedisted by ownen’devalopsr pardee under the overtight of the NIDEP The plaintifs
seek a declarstooy jud grnenr, injtnetive mlief, imposition of civid penaltes and an award ofcome NL has denied Linbility and will detend vigoronsly againet
all cluims

In Jupe 20, NL was gorved in ASAREO ELC v NE fndustres, fac, ef ol (United Stares Digtmet Cond, Westem Diztrict of Mizsaud, Caze
Mo 4 ov 00 38 DGR The plainiiff brought thic CEECLA contiburion action against several defandancs o reeaver & portion of the amount ic paid in
sertlemment with the U8 Sovertenent dutfog ile Chaprer  bankripley in relatian to the Tar Creek sits, the Chemkes County 3uperfind Sive in southeast
Kansas, the Oronoge Duenveg Lesd Mining Belt Superfund Site in Masper County, Missond and che Newton Cownty Mine Tailing Site in Mewron County,
Mizsoud 1L has denied Lability and will defend vigorously againg. 211 of the claime In he pecond guarter af 20 2, NL filed » motion we sty the case In
the first guerter 020 %, NL% rotion was gragsd and the conrt entered an indefinite sty  In the fiesr quaner 10 3, Asateo was granted permieeion 10 seels
at intarlocurory appeal ofthar stay ordec In March 20 5, the Eighth Circuir Court of Appeale denied Asarco's regiest for an intellocatory sppesl of the stay
order and the mal eowrt's indefinite stay emains in place

In September 20, ML whs served i dS4ARCA L v ME fndecserier, Inc, et al. (Unitsd Steces Diswicr Cour, Easem District of Miesoun, Case
Mo 4 ev 0D864]  The plaintiff bronght this CERCLA confribufion astion against seversl defendants wo recover @ partion of the amoont it paid in
gerilement with che 1% Govemment dudng its Chaprer  hankmptey in relation oo the Southeas bissour Mining District In May 20 3, the tal court on
ite own mation enterad an indefinite stay of the litigation  In June 20 5, Aearcs filed en sppesl of the sty in the Bighth Cirepit Court of Appeals ML hes
moved 1o dismiss that appeal as impropedly filed In Ocoober 20 3, the Eighth Cirouit o of Appeals pranted MU't motion o dlamiss Asecs s appeal and
the tal conr’s indefinite 9wy remeing io place

In Tuly 20 2, ML war served in EPEC Polwmecs, fac, v NE fdustries, Bre., (United Stares Distdet Court for the Distder of New Jeteey, Cas=3: 2
cv 13342 PGS TTBY The plaintifl, a landowner of propsrty Jocated across the Reren Biver from NLs fovner Saprevills, New Jersey openition, claims that
wontatinants fiom ML% former Sayreville operation came ta be Jocated on its land  The conmplaint seeks compensatory and puoitive dameges and alleges,
among other thinge, mespase, private owisencs, negligence, suict liability, and claims under CERCT A and the Mewr Terssy Spill Act ML has denied liability
and will defend wigorowsly against w1l of the claims

In March 20 3, ML received Special Motics fiom EPA for Operable Unir |, residential aves, a7 the Big River Ming Tailingg Superfund Site in 81

Framceis Oounty, Missguri  The eite encompasges epproximately sight forner ming and will aress, only ane of which is saociated with Sorner ML
operationt, ak well a5 adjecent esidentisl srees ML initaled » dialog with BPA regarding 4 potentiol setrlement for this opemble unic
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In Beptember 20 3, FRA igsved w ML and 34 other PRPg general notice of patential lisbilicy and & demand far payment of past costs and
pedformance of 3 Remedial Degign for the Gowanus Canal Soperfund Site io Brooklyn, Mew Yook In March 20 4, BPA iswied a UAD w WL and
approximerely 27 other PRPs for pecfbomance of the Remedial Dezipn a1 the site BPA contends that WL ie Mablz as the alleged euccessor to the Doshler Die
Casting Company, knd therefore respongible for any patential confamination at the Site regulting from Doshler's ovasrshipfoperation of 4 warehonse and a
diz caging plant it cwned 90 years ags NL helieves thal it has uo lisbalitg a1 the Site ML iz cumently o discusgions with ERA regarding a de mintmis
semtlernent and is othererise taking actions neasssary 1o respond 1 fhe TTAC If chese diecuesione are uneueceesfill, ML w1l continue w deoy hiability and will
detend vigomusly against all of'the plaime

Bee alen [iom  "Regulatory and Environmental Matters” and Wate 7 o our Consolidated Finaneial Statoments

Erher  We have also accrued approximarely $7 4 million at Decersher 3 | 20 8 for other envimnmental cleanup maress This acemal ie near
the upper end afthe mnge of our sstimats ofeasonsbly possiols costs for such maters '

(hhar Litigation

In additicn 1o the matfess descbed sbove, we and our affiliones aes alse invelved o vardoug other sovimonmental, gootractual, product lighility,
patent [ar intellectoe] propedy, employment and other claims and disputes incidental to preeent and fomuer buesinasses In cerain chses, we have insueance
coverare for these insms, although we do not sxpect additional matenal ingucanes ca versge for envivonmental elaims

Wa postsntly belissve thar the dispogition of all claims and digpuies, mdividoally or in the aggregate, shonld oot have a material adverze effect
an gur conzgolidated financial positon, result: of opemtions or Lguidity beyond the aremaly already provided

Insurance Coverage Clatis

ML iz invelved in certain legal procesdings with & number of its former insuiapcs camier regarding che nature and extent of the catriers’
obligarinne o ML vnder insumsace policies with vespect to cetrain 1ead pigment and ashestae loweiirs The issue of whether insurance coverags for defense

coats or indamnity or both will be found to exipt for our lead pigment and asbestos Litgstion depends upon 2 varisty of factory and we cannot aesure $onn That
sugh ingurance coverage witl be available

ML hag agreemenfs with four fmmer ingumsnce cetriers pursvant 1o which the eamiers reimbure it for 4 portion of our futere lead pigoment
litigation defense costs, and one such carmier reitaburscs s for 2 parfion of Tte fufure axbesios lgaticn defense costs Wi 2 ot abls to determine how much
we wwill ultimately recover fiotn these cavmises for defenze coefs incnmed by us becsuse of cemain igmes that atise regarding which defenze costy qualify for
reimbegeraent Whils ML continues fo seek additianal insimence recoverios, we do nor koo if it will be suceecsfnl in obtaloitg metwibursernent for either
defense coety or indemnity Accordingly, we recognize insuranee reooveries in ineome only when weoeipt of the meovery iz probable and we are able 10
regsonably estimans the amount of the regovery See Mote 7 o our Consolidated Financial Sratements

ML lhias seltled infumnes coverage claims conesming envionmensal ¢laitng with cemain of its prneipal former cimiers We do not expect
firthet material s=ttlements relating o envimomeatal remediation soverage

TTEM 4, MINE SAFETY THECLOSURES
Mo .a]:-]:-]itaT:lie,
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FART O

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLIER MATTERS AND ISSUER PURCHASES iR

EQUITY SECURTTIES

Common Stock aad Dividends - Dur commisn stodk s fisted #nd traded oo the New York Stock Exchange fsvibiol: VHD) As ol March 4, 20" &,
there waane Approximaialy 2000 holder df reoord #f our momimon fleck The B1/owing lehle sets fonk the high and (ow closing per share wmles prices for oe
copimon stoek and dividends for the periode indissted. Tn March 4, 20 & (he closing price ol vur eommon sesk wis s 50

Cith
v ey
L .. B Law . pad -
Year ended Decsmber 37, 2014 el g _ -
Figsl Qruaster 0 640 5 B3l & o5
Seccond Quarter o . T : "B OH q90 . oz
Third Cuaniac 798 & 53 0
Foirth Quarter B ) - o4 48 N r
Veur ended December 37, 2015 ) ) o
Fifst Qitaniar : : _ .z 54 % 53 % 0z
Second Cuarter . o 10 36 iz
Thitd Goarler - e .53 RO .. iz
 Fourth Chsrter o o Z8 T i
First Quirfer- 3016 throwgh Mo 6 - . . R B - 93 . %

We paid regalarquartedy cash dividends of § 05 pee shaw the Arsl quarler 6f 20 4 tn May 20 4, afor consideing our results 4f aparations,
faencial conditions, cash requlrerments for.our businesses And put cument s« pectalibm gl educed aggregate divideand- disidbuflans i@ bereeeivad
firven ur subgidianee, our Bodd off Ditcelors reduced oss epnler quanedy dividend fo 5 02 per share eBect{ve S the setond quadér 20 4 dividend
paymett and.such 5 02 cash dividend per share was paid 13 e sooond; diind and fourh quarier o020 $and througboul 20 5 Tn Febrisry 20 &, our boand
st diree(ors doclared a ficst quarter 20 & dividend of § 0F per darm 10 be paid oo March 24, 20 § 15 stodkbalders of eeard as of Muorch 7, 2 & Hoveves
deelarstion and papment of Bwure dividends, and Tke @riount tereof, s discrfomary and, iz dependeml upsn our meulls of opetations, Anastis) condition;
cash roquiremends fr our hipmesees, contmctoal o gihee kgisngets and esmicions and other Tetors dieeed relevantly our Bosid of Direeloer The

amgund and tming of past dvidends isn o necessarity, mdieative of the amoun o timing of shy fabuee dividend ¢ whith wemight jay
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Perfurmands Grapk  Set Bth belois iz 4 Tine graph companing ihe yeady change in.our cumplative fotal sickholder retum ot dur oY
ek mgminst the cumulative watal rebim of the $E87 300 Composites Sodk Price Index and ihe S&F $00 tndugmisl Conglomemies Index. for the perdad fem
Deeember 3, 20 0 through Dectmber 3, 20 5 The praph shows the value af December 3 of each- yesr astaming an odginal nvestment of 00 m
Oeecmber3 20 0, and assumes thie reaTestEnT of our regular quarttecly dividends in shared of bur Miock. '

F300 - D —

F200

2100 |- ——

2000 T ik 003 2044 i
VA, G, eWeSED S0 Indvx e BRP SO0 bndustrinl Conglomerates
. . Decemier 31,
: . 2610 Tall 01z FLIE] FLIE Z0L5

Valli eomrn stk : oL ¥ . m §.. o onE % 75 5 A& . . W5 20
S&F 500 Cmu.pasueﬂloak?nwlﬁﬁﬂ ] 0f ... m E - . TE B
BEP S Indiwhial Cogglomeniss ndee. | - a. . Y | B - ™. 2, L 2

Thiz ml‘ﬁrmarmn camined. in the pexﬁ:nﬁﬁm gruph shell wor be deeraed snlmiltng malenal” oF “Olad” witk the BEC, or suliject o Lhe
ligbilisizs of Seolicn  § of the Hecurites Puchanpe At dr amended, excopl 1o the sxlsnl we specifically requesy that thiz weteral be tmated 49 enineiting
material ot specilfically ineomparsts this perfrotades graph by reforence imho @ dotumens. fled vnde (he Secar Gee Act ot (he Brounties Exchange Ant

Eguity Comparsaifon Ploa Tfbrmarian  We Have an equity cumpemeruﬁ:plan whrich, war approved by our mockholders, pursuant Lo whith
W aggrepate of 200,000 gimes of dur tormsten slock con be gwsrdad to miemben of aur baand of direotons AL Decersber 3 |, 24 3, on aggregate of Eﬁ,sﬂﬂ
shﬂbsmw:nlahlc for Hutome waerd. underthisplin See Nole & (o odr Ceztsalidated Finaucinl Blabonenrs

Treaniry Bk Furshases  Tn Maseh 2105, our board of dirsitars suth orizad. (he wipiltchase ofog b S & m‘H]mu Shams nfuu.r cobmrion. gk in
. ppon market rmEdctan, igeleding block purthases, or i privalely negetiaed innesciong, shick oy include iratenstions Witk aur afisles o Havember
2006, out bpard ¢ difecion suthedzed he regurchose of ar sdditional 3 0 milllon shares Wi may purchase (e stoek: fidm fme 1o 1ime oz madcet iomditions
permit The stock repumhase progrant does ol include speci e price rargeta of fimelihles and may be ﬂnupmd-bd gt gog Lime Deperidfiy oo oadct
conditinog, we cauld termivale the progrm prior 1o complotion We oill 1w our cish am band to acquirs the sharet Bopiechased shars will S redizisd omd
cancsllad ér moy be added oo our frepsiry sueck wod usad For emplayes henefif plags, Binee acquisilioss or gther anrpamlu puposes Sos ‘Nﬂ’lrﬁ 4 to our
Coosbladaved Fingncial Staiememz
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ITED 4. SELECTED FWM\IG[AL DATA

The fllowing selecled Bnanela] datw has boon denived ooy o ardiied Consoliflated Financial Sialements The Bilowing selecitd fmsial
data shaald be mud i conjinction with sur Coneelidaled Financial Btatefiicatd and clafed Hotes sod lem 7 “Maosgement’s Idsquasion and Antlysis of
Finameial Condilion and Resuliv af Cierations "

Feary erdid Dicemker 31,
FLTF 1811 L ZALI] - 20 14.T) LT
. (Do E o, exeepd e thars dain)

STATEMENTS OF OPERATIONS DATA:

HMel gales: Lo . - : L :
- Chemizalt ST £ .. 433 8 - oTér 5 L 7A2d s A5 g CE 1348 %
vt producls B ) L B3z . HEa oMy 109.0-
Waglc management . T - 1 | 2TE T 381 . 66 5 . 450
Panl erttie managerisnl and
dewelopeent(1F o : . ) _ 483 a4,
To sl hef salon - ' i I035 - § L RNETE . F 0 T REIE X AEE ¥ S 1RALE -
Cprediing Income (Hes): ] ] . . T T
-+ Chemidals IR "% . 5330 5 A& 8 . {234 & SRR A R 5
Fordpensni praducis o ' ) a4 54 _ a1 .. 36 . 144
|+ Wastt meragemenl : ) T 3RDY - {28 743 SEREREE <34 g i£6.5)
Feal estare management and '
deveispmemtiI) ) - 4 .
* Total operiting income (oes] 5 52 4 3 EN T T3ET § w2 §o_ =4
_ Net inzon (oss) o B 50 5 222 % (269 § 795 3 {1711}
Amiotirits wirdbotable Lo Vabhi oeogholdes: .. . - o ' R
Income floxs) from contlobing operations  § 245 % 4 & % gemy s 533 0§ (1335}
. Inpeme fom disconinied opeationst) - -+ - 30 - Ed T A VR
_ Net Incomedlogs) . ¥ 275 & HE § wig1 8 . IIE. 3 I35}
THLUTED EARNINGS PER SHARE DATA: ' Co - : N - B
Wl incnrte (Toss)aitibulzhde 1 Yalbki
s pckhslders; . . .. L o . o B - -
7 loearne font contizding opemions 4., .Ba- % ER. B 1 (2 & - 6% S {am)
g {[oag) fnm disconlinued
apemt onat} 1] Gigg
el inconis (e o 5 - B & . i ¥ IR Y e )
Cagh dividends . % 58§ 91 0% . Ir 3 R A8
Wiighted avemgs common dhemea aipralsnding - AN i 5 P b X1 Mo -, FHIA
STATEMENTS OF CASH FLOW AT A:
* Cash provided by fised Wk L o T : e 1
© Opemting activites . § 1934 X T8 T8 . 6T3 8 125
Inveiling acifvities : ) . S kL R : -qog 62 53y {57.0)
Finpnging activities oL ey 98D . 12863) : oz (10,6}
BALANUE SHEET DATA (at year end)s - LT L . e e
. Towa] asatre (I3 . £, 2848 8 3,35 3 A L 1edsl § EL LR
" . Long ténn debl 2y o T e T BT B I & - H
Valki stockholden equity ) o 6472 . T3AFE 60 3 o AT IEET
" . Toial equity- C . . : LUUUL T geRm e iR T CBOTE B3y v SERW

¢ inDevimber 20 3 we doquired a contrisliing fiercsl In B e and The Land Well Cfén-ij;anj.! znid Lhey are tocluded ln vor-Consnt{dated Balance P
heginning al Decersher 3 , 20 3, endl o ot Comsoiidaied Fatement of Opsmitone bégioning Tanvary |, 20 4 See Note 3t owr Consolidzied
Financinal Staierments - : :
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Pricr peried amaunts have been reclassified to refleet the change io the balance shest claesifications of unemottized debt smance coecs effoative
Depeber 3,20 5 See Mate 8 to our Consolidared Finsneial Staterents Az 2 cegult, deferred Snancing cags of § 2 million of December 3,200,
%40 million ar December 3 , 20 2,5  million af December 3,20 3 and £5  rmofllion ac December 3 | 20 4, previously recognized as 2 noncumsnt
#Eset, are now claseified ar a direcr deduetion from the catrying value of ite related debe lighility

Prior peried amopnte have been reclagsifisd (o raflect the change o the balance sheet classification of defirred income faxee effective December 3
26 5 HeeMote B o our Consolidated Financial Statemente As o reealr, toral assers decreaeed oz compared o préviously mported amonte by 822 0
millien an Deceniberd , 20§ 5 0 million ot Gecember 3, 20 2,§ 5 4 million at December 3, 20 3oad § 6 Fenillion ac Decemoherd 20 4

th 20 2, CompX sold its fominoes colnponenes operaticns for 8 gain, el of ncome taxes and noneontrolling interest, of § 57 millino, which iz
included in discontinuod operations
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FTEM T,

MaANAGEWMENTS DISCUSSION AND ANALYSIS OF FINANCTAL DONDITION AND RESULTS OF OFERATIONS

RESULTS OF OPERATIONS

Business Oweryisw

We are primarily a holding company We opemare through owe wholly ownsd and majority owoed mbeidianes, including WC ndusteies, e,
Kronos Waddwdde, Ine, CompX Inemarional, Tnc , Waste Control Specialime LLC [“WCS™), Tremont LLC, Besic Manageroenr, Inc (“BMT?) and the
LandWal Compeny Cland Well  Kronos (NVSE: KRO), NL (W¥SE: ML) and CompX (NYBE MET: CIX] each fils pericdic reparns with the SEC

W bave faur pongolidasd reportable opecafing segmenta:

Chemicaly  Curchetnicals segenemt is operated through our majority control of Krones Kronoes is  leading global prodozer and mareter
ofvalue added titanjum dicxzide pigmente (“Ti0a") TiCe is wsed do impatt whitensss, brightness, opacity and dunbility o o wide venety
af produets, ineluding peints, plastics, pepes, fibers and cetamice Addidonally, Ti02 ig 8 criticel component of everyday applications,
such 22 cortings, plamics and paper, 88 well as many specialty products such s inks, foods and cosmstics

Component Frodwcis  We opsiaie 10 the component producte industyy throgh our mejodny conmel of CompX CompX iz a leading
mamufaemurer of ssoutty produrtz used o the recreational mmasportation, posal, office and instinutiona) fumimire, cabinstry, ol sorage,
healthaare and a variedy of other industries CompX i5 alw a leading manubsctnrer of stainless steel exhanst systetns, ganges, throtls
controls and foim Tahs for the tesTeational marine industry

Wasre Managemen? WO is our subsidiary which aperates a Weer Texaz facility for the processing, teeatment, storaps and dicposal of a
broed ratge of low fevel redicactive, hazardous, toxic and other wastes WOF obtatned & byprodpct disposs( licenge in 2008 aod begaa
disposal operations at this fucility in Cstober 2008 WO received a low level radicactive waste ("TLRW™) digposal licsnse in Seplember
2008 The Compact LLEW disposal facility commenced operationz in 20 2, and the Federal LLEW site pommeneed apetaticoe in 20 3
We reached an apreement o sell our Waete Menagement Segmenn in Novemsber 20 5 Ses Mote 3 o aur Conselidated Financial
Statements

Real Eprare Managemans and Dievelopmens  We vparate in terl estate manzgement and developmen threugh sur majodny conmel of
B and Land ®ell BMI provides wiility services 1o certain induetial and municipel costomers snd owmns peal propery io Hendeman
Mevada LandWell is engaged in efforts 1o dewelop cérgin lend holdings v comomercial, indusrial and regidential purposes in
Hendesson, Mevada In December 20 3, v acquised & sonnelling intersst in each of fhese companiee, and they soe included in car resulty
of aperatians and cesh flaws beginning en Januarny 20 4 SesNate 3 to aur Consolidared Fioancial Staremems

Ineome (Lawe) from Operations Overview
Year Engded Depcember 11, 204 4 Compared fo Fear Ended December 31, 2015

We reposted 2 ner foss atibutable 1o Valhi stockholders of § 33 & million or £ 3% per diluted share io 20 § compared to net income
atiributable ro Valhi stockbeldes of 353 8 million or¥ 6 per diluted ghave in 240 4

Our oel income (Jossh suibutahle to Valhi stockholders decreaged fom 20 410 20 5 primazily dus w the net effecte of:

the recopnition of an appregere 3 590 million non cash defered income tax sssel valuation allowanee elated oo our Chemicels
Segment's Genrman and Belgian operations poimadly in the second quader of 20 5

lowsr operating inemme from our Chemicals Segment in 20 5 compared 10 20 4, in pat dve to @ chargs aezociated with the
irmplementation of cenain workfores reductions primazily in the second guaner of 200 5

higher operating logees 21 our Waste Managoment sepToent (0 20 5; mnd

higher ingurangs recoveres in 20 4

Crur dilined | ozg per ghare atibutable fa Valhi stockholders in 20 5 inclodss:

the recognition of the non cash defaresd ncome tax aszer valvation allowsnce celared o cur Chemicals Segment's CGerman and Belgisn
operations aggrepariog a chatge of § 27;

35




Case 1:16-cv-01056-GMS Document 30-4 Filed 12/02/16 Page 38 of 152 PagelD #: 306

.  charge of'® 0% relozed 1o our Chermicals Seprment's accmed worcfone meducton cosrs, and

n  [ncameoff 0 related to income from ingOmROGE recdFvenes

Crur dilened eatnings per shace aclibuable 1o Valhi siookholders o 20 4 ibclades:

*  an aggTegate nom cash incoms tax bensfitof 8 & (momly in fhe eecond guacer) rlared T o net seduction Ui our reserve for nnesitain tax
paeltiane; and

v inmmance reepveries of 5 03

We discuss these amoutes more folly helow

Yoar Ended December 31, 2003 Compared 1o Fear Ended Decepbar 31, 20014

Wi ceparted a net itcotne attibuable to Valhi sockholders of $53 B millien ot § 6 per diluted share in 20 & cotmpared 10 & ner lose

gitvibmcable 1o Yalhi stoekboldere of $9& 0 million ot § 29 per dilucad shece in 20 3

Ourt net ingame atdbutable to Valhi sioekholders increased from 20 3 10 200 4 primacdly due to the nec effeetz of:
w  operaling inceme from our Chemicals Segrient in 20 4 compared 1w & op prating logs in 20 3,

= 4n agpregate non owsh gain celated o ouc purchase of & controlling intereet in BMT and LandWell in December 20 3, consdsting of (3] 2
gain from the remessurgrnant of our ekisting interest in BMT and LandWell o estitaated fair valus and (i) 2 bargain purchaee gain related
o the additional interes in Brl and LandWell acquiced in 26 3,

* 3 loss on the prepaytnent of debtin 20 3,

+  lower eovitoomental remedistion sod related oxpenses in 20 4,

v higher ingurance recoveries ecopmized in 20 4,

& lover operaring loss at our Wase Managemene segment in 20 4; and

»  inclugion ofoperting income from cur Boeal Berac: Management and Development 32gment beginning Jenvary |, 20 4

Our diluted eamings per chare atcibutable vo Valbi stockholders in 20 4 includes:

*  anaggregate nan caeh income fas benefitafE 0 (mostly in the second quarrer) related to a net réduction in oor reserve for uncerTain Tax
positiong, and

*  [nsurancs recoveries of § 03

Crer dilmed Loss per shars artdbutable to Yalhi erockholdersin 200 3 inchedes:

« ppanafd 4 relaed o our perchass of a conrealling inferest in BMT and LandWell in Decomber20 3

»  ingumancs recoveriesof 8 02;

+ rchapeofs O telated to che yoluntany prepayments of the eativs 3940 willion pringipal ameunt of Kronos” term loan; eod

» @ charze of § 05 related 10 a litigation gettlement of Kronos

We dlscnes these smoenrs more flly below

Charrdnr Forgoast far 20048

efferts 0F

Whe currently expact o raport bigher net incoms sttobutable o Valhi sockholders fac 2¢ 6 42 compared to 20 5 primatily due oo the net

»  thel0 S recopmition of an sppregate 5 590 non cash defered income tar areer valuation allowance related o the Chemivals Segroent
Getrman atd Belpinm aperations

»  pperating incame fom our Chetnicals Segtoent in 20 & a3 compared o an opetating loss in 240 5,10 part dwe (o anticipated cozrs savings
asa tesa It afits workfores reduetions and other cost reduetion initiatives,

in
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* loweropechting losses et WiOS in 20 & a3 we cxpect more revenne from the Compact and Federsl LLEW digposs] fasilities durdng 20 6,

+  lower operading income Eom aur Somponsnt Products SegTment ag we goticipate lower secunty product sales doe 1o the complerian ofp -
lacge conteact during 20 3; and

= lower expected imgnnnees recovedes mesived in 20§ compared to 20 5

Critcal accoonting pollcies and esflnmntes

We have hased the accompenying “Monsgsment’s Discussion and Anelyers of Financial Condition snd Results of Operations” upon our
Cooeolidered Finsnois] Statements We prepare cur Cengolidated Financial Stalemenis o socondance with sccounting principles generally aceepied io the
Uhnited Swares of Amedes ("ZAAP) In many cazes the accounting weaninent of & paodeulsr rapsaction doee not requine uz to maks estimates snd judgmenrs
Hovwever, in other cases we are required 1o make estimales and judgmente that aff=ct the repared soouncs of #ssets and [Jabilines and dieclosure of
cOmmLgent assets and liabilities ot the dats of the fAnancial etatements, end the repomed amounts of rvenves and expenses during the repored pedod On an
an gaing hagls, we evaluate our estimares, including those related o impainnents of investmente in marketable secudties and investmenis acconnted for by
the equity method, the reooverability of ather long lived assete {inclading goodwill and orher intangible assets), pension and other posterirement benafit
obligatioos and the anderlying actnamal assumptione relaied thereto, the ealization of defered income and other e araets ond accnials for envinnmental
remediation, litigation, inesme tax conlingencies We base ourestirnates an historicel experience and on various ather sssumprions we believe are reazonable
under the clrcomztances, the results of which formo the baeis for making judgments wboat the eported amauncs of aezefs, lHabiliviee, revenies aod expeonses
Actual vesulis might differ significantly fram previously esiimated smounts under different agmraptions or conditions

Cur “oxirical accounting policies” relats to amounts having a materis] impact oo aur fineneial position snd results of operations, and that
tequite our tpse mubjective or compled judgments See Mowe  ta our Consolidsied Finaocial Sretemsnrs for a derailed dissussion of our eigmifivens
Accouncing policies ’

e Morkerahle recerities  We oen (TestmRerds in certaln companies (hat we account for ag malkerable securities carded at fair value or that
Wi goeount for woder the squity method For thess investinents, we ovaluats the fair velue st each balance shee dato We uee quored
marker prices, Level  inputs a3 defined in Accounting Standards Codiffeticn (“ABC™) 820 035, Falr Volue Meanrémerls dhd
Disclomires, 1o detertaine fair valus for cerain ofour common stock, marketabls debr pacurities and publicly rraded invesess Forocher of
our marketahle debe secunties, the file velue is generally dersroined ueing Level 2 inpurs os defined in the ASC beeause althanph these
secucties are traded in many ohses the Tarket is not active and the year snd valvation ie based on the last trade of the pesr which may be
severs] doys prior o Iecember 3 We vee Level 3 inpurs to determine fair valus of our investment in Amalgamated Sugar Company LLC
Boe Mote 4 ta our Coneolidated Financial Starements We record an impairment cheargs whean wa belicve an jovestoent hap experenced st
nther thim remposry declins in fair value below its coer besis dir madketabls seeueitics) or below D camying wnlue (for cquity method
investess] Fumher sdverse changee in market conditions or poor operating results of underlying investments conld resule in lagess or our
inability to recaver the sarying value of the investments thae may not be reflected in an invesment’s cument carying walue, theesby
posgibly eaquidng us 0 mcognize an impairment charge in the future

at Decernber 3,20 5, the cocrying valoe (which equals fheir faic valne) of substancially all of our marketable secunities approximacsd the
aost basis of sach investment Our imvestment in The Amalgarmatsd Sugar Compeny LLC represents approximarsly 7% of the aggrepate
canying value ot all of our madketabls securities at December 3, 20 5 and ics 3250 million eavying value is squal tir iz post basis

w  Goodwifl Our ner poodwill cotaled £379 7 million ac December 3, 20 5 reealting prirasrly from our varicws sep acquieitions of
¥ranos and NL dwhich aseumed befors the implementation af the cument aocouoting standards rslsted 1o noncontrolling interest] #nd 1o 2
lesser extent CompXs purchase of various busineeges In accordance with the applicable accounting erandands for goodwill, e do not
AmetTize gaodwill

W perform & pood will impaimasne vt anoually o the thicd quarter of sach year Goodwill is also graluated for irp eitoent &t other imes
WheneTer an eveil ocourd or cireunstaaces change that would mare likely than not reduce the fair value of a reporiing unit below irs
camying valie A reporting wnil cio be & s=gment or an aperating division based oo the operationg of the segment For exataple, our
Chemicals Segmeot produces a glabilly caordinared homnogensons produet whereas our Companent Froducts Seginent opetates ag tw
distings bueinese unite [f the fair valoe of the reporting unic iz J=gs than it book value, the gocdwill 35 weinen down to sstimaled fhar
vitlue .
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For gur Chemicals Segroent, we uee Level  inputy of publicly muded madeer prices wo compate the book valoe o agsess impaimment We
ales consider cantro] preminms whet scsessinp fiic walve Substantially all of che gosdwill for our Compooent Praduets Sogment relases
T0 0T SOCUTITY Products Teparting unit Since 20 3, we have uzed the qualitative assesement of ASC 350 20 35 for owr gunval impaimoent i
teet of our eecurity products reporting aoil and detemnined it was Dot necessary w perfore the oo step quantitadve goodwill impainmest
6T, 18 we congluded it is more likaly chan not that the fair valoe of the epcoriy products reporting unit sxceeded 115 canying amount

Congidermble managament jodgment is necessary 1o evaluate the qualitarive impact of evente and cimrumstences on the feir valos of o !
eparting wnit Events and citcumstanees considessd in our impaimmen svaluations, sooh as histodeal profits snd sability of che moadrere :
setved, are consisent with factors wtilized with our antemal projections 4od operating plan Howeyer, furuie svents and eimumsences

could regulr in materially different findings which sould regplt in the recognition of a material gaodwill impaimmant

We petformad our annyal geodwill inpaimment eet in the thied quemerof 20 5 for sach of gur reporting wnits and coneluded there was ho
trpainnent af the goodwill fee those reporting units The inpaiment feet ag it eelaces to our secuncy produsss reporting unit was based on
ol (ualitative assessment, pod 92 2 resule a quantifative Assessment wis 0ot rquited fr sach reporting ynit for 20 5 When we pecformed
our avnual goodwill impaimment test in the thind quatier of 20 5 for our Chemicale Segment goodvwall we concluded thew war oo
impaimaent of such gocdwill Howeves, forore cvente aod eircumetances could change (i ¢ a significant decline in quated marker prices)
and result in a materally different finding which could resele in the recognition of @ matenal impairment vwith mspect (o such goeodwill

o Long Fved asrefy  We agress our long lived aseefs, consisting printipally of propetry, equipment, land held for developuient snd
capitalized operating pennit costs for impeiment only when citcumstances as specified in ASC 360 0 35, Property Flant end
Eiwipmens, indicete an jmpaivment may swist Ar a meult of continved ppemting losses, cortain Jomg Tived asssrs of our Wiare !
Managernent Szgment wers svalugted for impeiment 6 of Decetaber 3, 20 5 WOS bag bad limited operations g it sought regilatocy
approval far eeveral livenses it needs for fll scale operations "WC5 obtained & byproduet disposal license i 2008 and began disposal
operstinns in October 2008 Tn January 20 0 WS received & LLEW digpossl permit Congcrion of the Compact and Feder] TLICG
sitss began in Janpary 20 The Compeet LLRW site was fully cetrified aod opesaticnal in April 200 2, and the Fedetal LLEW site was
filly certified and opemtionsl in Seprember 20 2 and commenced operations in the second qoamer of 20 3 Pevennes in 20 3 drapped
signifeantly in the later half of 20 3 end the first halfof 20 4 a8 customers were wnahle oo ship waste to WCS 45 4 result of sa fndozmy
wide shomage of approved shipping conmsiners WOS ordecad thiee shipping containere in 20 2 which were placed Into servicein 20 4
Shipping volomes mereased significantdy in the third and fourh queress of 20 4 reflecting the indusiry wide sasing of trmaporaion
issues and W5 had poeitive groes mangoe on an sanwal bagis in 20 4 for the fiar time in it bistory Shipments were nogatively !
impaceed by #vailability of cersin classificarions of vwaste shipping containers 1o ua during the latwer pan of the second quarter of !
200 5 In July 20 5 we enpered into Ao exclogive |#asing Aangement To secuie dedicated accese 1o twa such comiginess slthowgh Mty '
jiplemencing theese containers inta our shipping schedules has been glower than we antleipered  In Movensber 20 5 we secured the
availability of certain shipping containsss which bad previnuely been unavailable to ws  Cur impgionent analyse is based ao estimaed
foture undiscounied pash flows af WOS" operations, sad this stalysjs indicated no impaimmeant was preeent ot December 3, 20 5 and that
the camying yalee of WCS in eeovemble as the aggrogats furre undisconnied cosh flov sstimae sxeseded the camying value of WCE
nét msoets by a1 least two times Coosidersble management judgment i necsssary o evaluate the impact of pperating changss and oo
egtimate fuvure cash, flows AseumipHons veed n oor impsitnsot evaluations, ench ag the Uming fnd stoouars of revrenne apggciated with
anur LYEGW facilities, foreensred growah raes and cur copt of sapial, are sonsistent with oWt inrernal projeccions and opealing plaas
Howwsear, If e furues ¢ash flows feom operatione leay capital expendinires wees w deop sipnificantly (approximately 75% or wors) below
LT CUETCALE eXp ectations, it 1s reasanably Likely we would conclude an impaimment Wit préseat Ar Decetrber 3, 20 5 the camiing valoe
of WS total aseers was 523 9 million In addifional a6 noted in Mote 3 10 cur Congolidated Ficaneiz] Statements we mactied @ ;
pEreemens to se1l the cnrirety of oy Waeoe Mansgement Segiment in Mevember 20 5 far cach conslderation of 32740 million, F20 million ;
face amoune preferred stack sad the asswiaption of all of WCE thied party indebredness incurred prior 1o the date of the afreement and i
guch third parry coosideeation is in sxoess of our camving smeunt of WOE total asests at December 3,20 5 ;

Mo ather long lived sssete i our other mpoming wnite were tegfed for impaimment during 20 § beeause there were no tirelmstan veg
indicaring eh inpainmenr oight exist )

38




Case 1:16-cv-01056-GMS Document 30-4 Filed 12/02/16 Page 41 of 152 PagelD #: 309

egngihle arserr Upon acquinng a controlling intersst in our Real Bstate Manapgement aod Development sepment io December 20 3,
we recopnized an indefloite lived customer relations intangiple asser of 35 million for long term ¢ontracts sslared (o water delivenr
eevvices 1o the City of Hendesgon, Mevada and wabous ocher ugera through a water system ovned by BMT Thess caniracte penerally spen
many yescs and fealurs auomatic renewing provisions The City of Henderson warer delivery contract exendsd for a pedod of 25 vears,
and contained an automarlc renswa] provision  [n argessing the intangible asset for impaimment, we firet parfom & qualitafive malyse to
determine whether 1t ie more [ikely than oot that the intangible asser heas been npaired, using the puidsnce specified in ASC 303 30

A% If after assessing the totality of svenrs and circwtngances and their powotial effeer on gignificant inputr fo the faic value
deceminarion, an ewdfy determines that it is oot mors likely than nat thert the indefinite lived intangible agset 15 impedred, then the sntity
nead 1ot oalodlate cthe falr value of the iotangibls asser and petfortn the quentitative Dnpaitnent 1081 in accordancs with patagraph 350

3035 9 Hased on all relevant ovents and citcumstances congidersd, we concluded it was nof mare likely thao oot that the intangible
asget yasg impaired at Decenber 3,20 3, and accordingli we wers not teqaired o perfion & quentitadve impaitnent anedyss In Fanuvary
20 4, the warer delivery contmet wick the City of Hendeton was amsnded Az pan of sieh amendmeat, the antomatic renewal provition
af the contract wag aliminaced, and the new gontract runs through Tune 2040 The snendmant o the Ciry of Henderson water delivery
COTTRCE Tepresents A0 gdent or sirunstance which would tigger the need to perform & quanftaive fmpaianent analysis with reepect to
the intangible asser  Howsves, this Janoary 20 6 oonmact amendment repressnts a subsequent event which ie nof given acconnling
recogoidon at December 3, 20 5 noder ASC 855 025 3, ae it doet not wlate 1o oonditions that existed ot Decergber 3 , 20 5

Accordingly, the required quentitalive impaicment analysis will be somplered in conjunetion with oyr firet quarter 20 6 cloze It is
possible cur fmpairment roview may conehude that the walue of the intengihle aaget 12 lees theo the camving amouont, in which case we
would recognize an impairment chatge in the firet quarner of 20 4

FPercentage complefion revenue recogntsiopn  Certain ea) sstate land sles by our Yeal Escate Menagement and Developmant ssgTent
(menerally land sales aseociared with our residenmialfplanned corunnniny) requine s to somples propermy development and improvernen e
after Title passes to the by er and we have received all or 3 mbstandal porfion of the elling pdee  To date, all ofthe land sales associaed
with che residentialfplanned community have béen recagnized under the percentags of completdion method of aceouoting in accordance
with ASC 970 605 30 Undet such method, reveooss and profits are recognized (o the eame proporfion of eur progress covwacds
cornpletion of our contracmal obligatione, with cur progrers measured by costs incumed a8 a pementage of Toral coss ealimated 10 be
incurred  Such cozwe ineumed and [ofal estimated costs nelude amowns specifically identifiable wich the parcels sald ar well as cenain
develapiosnt costs far the entine pesidenfial/plaunned community which are allocated to the parcels sold under applioshle GAAF Bstimates
of toral come expected 1o be incared requine slgnificens menagement judgraent, and e armcunt of eeyenne and profite chat heve betn
recognized (o dete are subject w0 mevisions threughout the development pedod  The impact on the amewnt of tevenue recognized
restling fom eay fwure changs in che emimace of fofal coste esimated to be ineuersd wouwld be accopnted for prospectively in
accardance with GAAP

Bengfie plans  We provide 2 range of benefitz including vadous defined benefit pension and other postretirement bensfits (MOPEERY) for
oo poplayess We recard annual smaunty relaced 1o these plans based wpon calenlarinos required by GAAE, which malee uee of $arions
artuarial ssumptions, such a8 discount cates, expested rates of remime on plan Asesis, COMPANEATION INCrEASEE, SOPlOYEE TUINOY BT FRTES,
wspecrad monality racss and expected health care lrend rates We review out actwarial assupprions sannally and male moodifieations ta
the awmumpions based on coment mees and cends when we belisve appropriate Ae requingd by GAAPR, modifications 1 the assucopricns
are geneclly recorded and amortized aver fiufurs pedode Different sasumpiions cowld result in the reogoition of macerially different
expense amounte over different perods of imes snd marerially diffecent asset and liability amouae in our Conzalideisd Financasl
Staements Thess sstwmptions ate more Blly described below under ¥ Assomptions on Defined Bepefit Pension Plang and OPBE
Plans ™

Froome raoer We recognize deferred taxes for fimre tax effects of tempomry differences beriben finsncial smd noeme tax reporting
Defered income tax asgety and lahilides for each % paying jurisdiction in which we operate aye neoed and presenced ee sither &
noneomen( defered T asier or liebilivy, o5 applicable We second 2 valnation allowance to reduce aur defered income tax asaers To the
araotnl that iz believed o be Tealized voder the more likely thim nar recognition crteris While we have considersd fioure raxable
income and cogaing prudent and feasible i planning suntegies I assessing the weed for 3 valuation allowanes, it is possible thir we
may chinge our estimers of the amount of the deferred income fax assste that would more [ikely than oot be realized in the fane,
resulting in an adjustment to the defered income tax azeet valuaidon allowince that would either increase or decrease, a8 applicabls,
repored net incoms in (he pedod ench chenge in estimare was made
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For examaple, 21 Pecermber 3 , 20 5 cur Chemizale S=gment hae cobgtantial net operating, loss {"NOL") samyforeands in Germany (The
equivalent of 3633 million for German corporale purpoges sod 396 millicn for German teade tax pumpozes) and in Belginm (the equivalent
of 386 million for Belgian covporare @y purposes), all of which have ao indefinite comyforvand period  As & result, we have net deforped
incomes tax agests with respeet to fheee teo junsdistions, pomedly relared to these NOL canryforsards  The Gemnan corporate tax ie
pimnilar to the (U 3 fedem] income 18, end the Serman wade tax 05 gimilar i the (VS stars income taw Poorio fuoe 30,20 5, and nsing #ll
availables svidancs, we had concluded oo deferred incomes fAx aasel valuation allowance was requised to be vecoghized wich mepe to
thess et deferved inoome oy aezets tnder The more likely then nov fecopnition criveria, primarily hecanse (1) the sarmyforwarde have an
indefinite carryforesrd period, (if) we wilized 8 pomion of sueh camyforwerds during the moer meent three pesr pecied, aod (§i) we
expected o uolize the remainder ofthe camyfanwards over the lang Temn We had alse previonsly- indicated that fapre angd circometingss
could change, which might in the foture resalt in the epcognition of a valuafion allowance against some or 4l] of sach defered incorne tax
assels However as of fune 30, 20 3, snd given our operating reeulfs during the second guacter of 20 5 and ourexpectariong at that ime
far o pperating 1esults for the remuinder of 20 3, which as discussed elsewhers in thig Annnal Repon have heen diiven in large part by
the tend in our avernge TiO2 selling prices over such periods ag well zathe §2 million pre tax charge recognized in the second quarter
of20 5 in connccton wich che implementation of eeraln workforee reductions, we did nat hare mifficient positive evidence ta overoome
the significant negative evidence of having comulacive lossss in che most yecent twelve constcuve quatess in both our Chemicals
Sepiments Gerrmat and Belgizn paripdictione at Tone 30, 20 5 (even considering chet the canyforeand perted of our Gevman and Belgian
NOL- cemyforwards ie indefinite, one piece of positive evidence} Accosdingly, at Tune 30, 20 5, we coneluded that we e tequired 1o
meenmice anon cash defetred incorme tax asset valuation allowance under the mors Likely than aot mecognition criterda with fespect to our
Germar, and Belgian net defered income oo sesets Such valuetion sllowancs aggregared § 50 3 million ac Tune 30, 30 5 We
recognized an additional 8 7 million non cesh defereed incotte tay axgef valuarion allowancs under the more likely then net recognition
cotenie duecing the second half of 20 5, due ro loszes recognized by our German sod Belgian operarions doring seh petod  Ses Mot 2
e o Congalidated Financial Statements

We reoord & resecve for uncermain Lax posidons where we beliews g more likely then pot our 18X positions will nec prevail with the
applicable tax auchorities If 1z poseible thef in the fimace we may change oar apssssment regardiog the probability that our s positions
will prevail that would requirs ao adjestnent o the smount of gur teeerve for uncerlain ToX positions that conld cither increase o
decrease, ok applicable, repomed net incorms in the perdod the changs in sssessment was made

In additon, we eraluate o6 the end of each reporming period a5 1o whether arnot some ot all ofthe uadisnibuied samings of guroon U8
subsidisries ave pormatently teinvested (ag thar fem i defined in GAAT) Whils we may have conelyded in the past that same of such
yndigibuted satmings ace permanently relovesed, facts abd cirpumsancee can change in the fiture and it is posgib-le that a change in
facts and circvnstances, such a8 & change in the sxpectation regerding the cepital needs of oy new S subsidiaries, could el in b
conclugion that some ar all of such undisdbuted esraings are no longet peamaneotly seinvested o euch an event, we wonld be requined
to recognize i defsmed income tax Lizkility in ao wmount qoal to the satimared inocemmentsl U8 income tax wnd withhelding fax lishilicy
that would be genermred it all of sueh previauely constdered pernanently reinvestsd undisaibgeed camings were fo be dimnboted to the
Ui

Livigarton and epvironsenral fiebiliner We awe involved in numerous legal and environmental actions in pact dus 1o ML formmer
involyement in the manufactere of lead besed products [ scenrdance with applicable GAAP for accounting for condagencies, we racord
pecrunls for these lishilifies when ssdmated future expenditores sseopiated with sueh eontingencies become probable, snd we can
reasonakly ¢stitnats the amounts of ;uch fitume expendimres Hovover new information mey beeome available 1o s, or sicumstances
(guch as applicels lawe and regularions] may chanpe, thersby remiting in an merease oc decrease in the mnount wy are requirsd to accris
for fuch wamers fand thersfors a degoease or ineretae n owr reported net fncome in the petod of such chauge) At December 3, 20 § wo
heve recorded total scemed envitonmental abilities of 8 20 4 million

Operating ingome {loss) for cach of our four opemming segments is impacted by certain of these eignificent judprnents aod estimates, az

sosnmarized balow:

Chemicals  allowanee far deubrfil accounts, wesrves for obsolere or unmarkerable inventores, unpwirment of equily method
inwesrments, goodwill and other long lived assets, hedefit plane; and loes accrmals

Component Prodvcts  impaitment of goodwill and long lived assets and loge accmals
Waste Management  itipaitment of long lved agsets and Loy secrnals

Benl Brtate Management sod Dewelopment Dnpaimment of long Lved weestz and mwemde recopnition wnder the percentage of
completion method of accounting
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. I addiliom, gen el compomis wd ether ilems are impadied by (he significant judgenen e aad estimates fsr irpairmiest of marketable securilics
aod equivy methad Tnvesises, defined bensfil frozion and OPFED plans, ind Ines nocoals

Segment Gporaring Reeilte 2004 Compared 1o 2015 end 2073 Camparad to 2014
Chenilenly

We consider TiO1 1o b 3 “quality of life® product, with damnd afecied by geom domestic produst, or GDF, grd overll econnmic cosditings o

our markeis located in verious regions of the world Ovor the fong Term, we expeet densand be Tide wiil grow By 2% to 3% per yoar, considént with our -

sxpertalions for the loug 6 growil in GDFP However, svdn 1T s wrd our compeditos tdinain constytent saey ol the woddudde madke!, -dorsand (or Tioz
in any Enlevim o airus] pétiod may nol change in fhe Same proporion a3 the charge in G0, [ pan due e elative chimper in the TIOZ inverlony levels of
our cumomers W beliawe (hat sor vusiothers ivvertory Toveis ans inficnced fe part by (b eli expectation fr i chinges in market Ti0z selling geivss as
well 1 heir expeciarion for fubure availabillity of prodoect Albough ceraio-of par Tios gades avs considersd specidlty pigments, the majorily sl grades
aod substantially all af sur praduction wre contidered commodity plpment-pmducts with prive and svoilability being 1hd nost bi i fieant voopetitive factors
along with guality ard cUsfomer sérice . .

The fetars hwlng the witet ipact on gur reporbéd opemting resolls s

»  Crur Tick daley god production volumes,

n  TiCe gsling prices,

w  Mznufocliring cosls, padiculedy raw ety soch ar dind party feedsasck ove, reitlonance snd énergy telated oipensey, and: -

»  Cunepey exchange miss paricalarly the exchang:. mi Gor the U8 deflar rebative 1w His g, e Honwe glan koae m_:d.liic'Cs.undim dallazi
Cwur ey performance Indiatons ars our TH0R avcrage eelling prices, our lovel of Tifk sales and productlan valumis and the cosn & dur thind

. panty feedstock ors THE salling prices genemlly fulotw tudustry tonds it the selling prides sill increase or dooreass eactslly 25 2 resuli ol bomperitive
kel PreEsuies

Yenry peded Npoeiber 30, ) 4 Chunpe
413 . 2014 s I013-14 201418
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Irdusrrp canditlons ang 2015 overvlgw  Due Lo compelitive pressties, our Chemtoals Sogmed s avenge Tk selling price decreased througham

20 4and 20 5 Our Chemicsls Segmenl’s everge selling preces ot the eod ol 20 5 were 7% lower Han &1 the end of 20 4, with Lower proes In all major -

rrackens, most ootably in Morth Americen and cerain expon gurkels Our Chemicals Segments evemge sefildg prices in 20 § were alee infpected by a
bigher percentage aFsles w lower pricel eaport ereroete in 241 5 compared 10 10 4 We &spérienced higher sales volumes in Enrepeap and eiporl marcets
in 20 5 as pompared fo 20 4, panially atber by Tower selames s Hoh Amercan markels it 20 5 g2 compared 1o 20 4

The lellowing table shoves vun capacily welizalisn rates during 20 dagd 20 §

) 2014 2ns
it Qerier -~ - - : ST L
Sepond Quarier _ ' _ _ 97% W0
" Third Quncter | : o TuEm . o 9B%
Faytth Cuarier ' _ . BER o8I
Oweeall . ' S . - S L Towsag

Onur production cagas|op i lixitinn mees in the Al ghsner af20 4 wees impasted By 8 waion labor lackout ai our Chendixls Sepmem 'y Canadia
praduetion Tecility that ended i Decomher 20 3, 4 vestarl o prvdnsifon a1 the feitiy abd not beghe umil February 26 4 Cor posducrion wates in ihe Bk
quarter of 200 4 and the fra asd fousk quades of 20 5 wero imgected by the implemsntaiion-of fermain productivity eifiancifl improvement pajets o
cettain Meilities, as sell s necoiary improvements to bosird wnifdued sorpliatice WiR cur permil regulations, whick resulted in bos gér i vigmmal
emyinrenance dutdowoy i gome fnstanoss ' :

We contimued 10 expetience moderstion in. the casl of IO lecdabek o procired Room thitd partiies in 20 4 eod 28 5 Olven e tiowe Jg
between wiveti 1hind party fedgiock ore Lo proctrod and when thi Tir produict produced with fuch ors 16 sotd and reeognized. i sr sofl o Fsles, bur sof of
sales prer mettic ton ol 502 gatd declined houghom 20 & ond 30 3 Conscqoently, sur cost GEsales per miedric fon of TiCk peld dn 20 5 wes slightly lover
hisn iz codd oFzales par metrs don of Tick sald in 20 4 (exeTuding (e effecd of changes €. cwetemay exchange mie)

o the siwend quarder oF 20 5, our Chemicsls Seprnenl iniltated a resbdaichring plan designed to iraprovie gur long e cosl sflalum. Aportion af
such expeoted cout s ings e planoed 1o ocetr thrugh wodkoree radustions Fudng the seenod, thisd and fach quaplars of20 5, we imglemmizd ocmrdi
volun iy und fecluomy soddzce reductions i certain of over Gallties impesting approximataly &0 individoals. We meognizad o aggegale 53 7
million charge o 10 5 (abstantially all of whish w08 songniced in e second quarer) for such wodiforme reductions we Fad implemeated thidih
Decersher T ,20 5.8 08 million of which ie clirziBed 15 part ol cos ofddles and 3 0% millino oFwhich is clarsiBed in zelling, gtoeral and adminksisative
expense  The chwrge aswocimed wiilh (he workforce mdoctions implemented in the thisd and furh quarters of 20 5, whivh frpacted approwimaely 50
smdividudl s, was pol material due o the npplisahle law afecting meh individuals, which genensily provides fora ehant antics peniod ((Fad¥) end the paymeat
ol'a npmintl smonoi af severnes [iTaoyy a0 Mote 9 to cuwConealdied Financial Slatzments '

et Sates  Owr Chomical Segunents nef saleg decitased B9 or 8303 million (6 20 § compared 1o 20 4, priviadly due fo che net eleet 6fn

4% decrenss in average Tilke seliing proes {which decrenssd net sales by approgiriawly 723 million) and & 6% lacredse it wales volioes (whick inemased

el zeles by approximalely $9% million) TiCe solling prices will incrsase or dberease gonen by as 2 wesull of eompeliiive marke| preatures, chabges in fhe
rlative level ofsupply-ind demasd a5 well as chetges in rw maleoal énd ither manufelwring coae

Orur Chrermitwl & Segments sales volumes inereased primadly doe to higher salas in coviat Eomspean and export. matkots, panilly ity looer
salos in Momh Amercan atkety Wi egtimale that chanpes in currerey epchaoge mfes decrined our oel sales by dpproxipialely § 38 millied, or %, as
comparsd (o 20 4

: Dur Chermicals Segmisni’s mel sales drermaced % fic $30°5 million in 20 4 fompared to 20 3, prittadly dug ta a 6% deeresss in dyemage TV02
selling prices {which decroastd el eales by sporonimately 5 84 nailliod) Tice eelluy podes will inttease tr dégrsres geremlly o o mrilt o exmpeditive
remrkel priiunds, chaages in the rebiive level of swpply aned demand &g well as chavges in raw matens] and othér munufituning eosms .

Onr Chiemivals Segmént's sales valumes remafned rlwfvely siblein 20 4 o5 comparzd 10 26 3 ds alightly Bgher sales in Banpe wons-ofset by
lower sakes i cortain exporl markes  In addition, we eRlimale the Fvordbla sffscl of changes in cumdney txéhengs tiss incieaded. our net calee by
appronimately 8 2 millaon, or %%, 48 compidred fo 20 X
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Cast af Safer  Cur Chendeals Segments ¢osT of sales decraased § 40 million or Y% in 20 3 compured 0 20 4 due o the net bnpac of lower
sww materials end other preduction costs of spproximacsly 526 million (primedly caused by the lower thind pary feedseock oz costs, ae discissed showe), &
3% increase in TIOZ produetian velymes and cumency fluetuationt (primadly the eum) In addition, cost of sales in 20 3 includes approximarely & 08
reillion of severance costr related ro the wockforce raduetion plao digsuzsed above '

Our cost of eales a5 8 peccentage of Det sales Incesased to B8% in 20 3 compared to 79% in 20 4, a2 the unfaverable impact of Jower averige
selling prices and the workforce reduction charge more then offeer the favomble effocts of Jower raw material coety end efficlencies related w higher
produsticn valumes, ag discuesed aboge

Cr Chemicale Segment's cosf of sales decreased 33 3 0 million or 20% in 20 4 compared 10 20 3 due 1o the net impact of lower Taw matenals
pod other production costs of approximansly 5250 millian (primadly cansed by the lower thivd party feedsock ore coecg, 28 discussed above), s 2% nored se
in Ti0z producticn volumes and curency fluctusfions (prmenly the suny} O cost of salee e a parcentage 0T net sales inproved 1o 79% in 20 4 compared
to 9484 in 20 3, powadly due 10 the net effects of lower raw material and other production costs and the Jower pvsrage TIO2 =elling prices discaszed
sbave In addition, cost of seles in 20 3 ineludes spproximately § % million ofunebsorbod fized production and ather manufactinng costy asstciated wich
the Jockews ot the Canadian TiCR production faeility end epproxirnately $9 million of one time coste resuling from the terms of the new collecrive
baypaining agreement for oy Canadien workforse, sach of which wers chasged ditaetly io oost of'sales a5 discussed belowr

Uninnized employees in our Canadisn TiCe produstion faciliey wers covered by a collective bargaining agreement that expired Jume 5,
20 3 The Canedisn facility represents approsimately 9% of our worddwide TiOz produstion capacity  The unian emplovess teprosented by the
Confederstion des Syndicat Narional (FFCSN™) tejected ovr revised global offer and we declared & lackaut of wnionized soaployess upon the expiration afthe
exisring contract Effective the énd of Movember 30 3, a new collective bargaining sgreament was reached with CSN and praduction vt the facility rnemmed
in Febmuary 20 4 During the lockour we operated our Cinddian plane a1 approximeesly 5% of the plant's vapacity with non vnico management
eraployess The reduetion in our Ti02 production wolumes at our Canadian facility resulted in approximately # 9 million of unabeorbed fixed prodeerion
and other manufactiring cogrs that were chavged directly o caet of seles In addition, we tecognized approstimenely $% milllon in expensss associared with
reaching & new collective bargaining agreement, eonsisting of & net §7 willion non caeh eharge due 1o the cumailmene of one of cur Canadisn defined benefic
pengion plans and our Canadian other postretivernent benefic plan and spproximazely $2 million of srverance and ather back 1o work expenses

s Margin and Opertsing Joome  Our Chemicale Segment’s opersfing incomne a¢ & percentage of net sales decressed to %o in 20 5 Fom 8%
in 20 4 Thiadecrense wis deiven by the decline in gross margin, which decreased 1o 44 in 20 5 compared te X % in 20 4, ag well as the negative inpact
of the workforee redustion charge classified as part of other operaring sxpenss (F 0% million) As disenseed and quantified abowe, our gross margio
decTeased poimadly due to the net effct of lower sclling prises, wodkforss reduction coser claerified as part of cost of sales {8 08 milllen), lower
menufactunog coss (primardly raw mansmialsh, Righer producteon volumes, sod higher sales welumes We cotimate that changes in ewmency exchange matss
increased cpomUng mpome by approximacely B40 millicn io 20 5 ar eompared 1 20 4

Cmr Chemigals Segmen(’s opemdng income inereazsd significantly in 20 4, primarily due o the significent Increase in owr gToss margin, which
increased to 2 % in 20 4 compated to 6% in 20 3, and the 20 3 lirigation sertleroent change af 335 willicy, see Moty 7 1o our Consnlidated Finaneial
Stavernents a5 discussed and quantified above, our gross maTgin increased primanly due 1o the e gifeor of lower menufsctunng costs (primarily mw
rnaterialed, [ower eelling prices, higher production velumes and 20 3 costs associated with rsaching & new Cenadisn collective hargaining sgreement and
related unebsorbed Gxed coss charged direcly 10 cosT of seles Additionally, changes in eumeney exchange rates have posidvely affcted our gross margio
atud operating ingome  We estimzte that changes in cumeny exchange ralee intreased operating ingoms by epproaimately 342 million in 20 4 az compared
oo 20 3

Chir Chemicels Segments opersting ineome (Joss) is net of amottization of purchase aeceunting adjustments made in comjunclion #ith our
aequisiions of interests in ML and Bronoe Ag o resolt, we recopnize additional depreciation expense above die smounte Kronas reports sepanately,
subarantially sll of which iz ineluded within cost of sales We recognized addirionsl deprciation expense of 82 6 million in esch of 2% 3 and 1 dand §212
million in 20 5, which reduced parpepored Chemicals Segment's operating income (loss) ar campared to smonnts wponed by Konos

Currency Frokange Rores ¢nr Chemicals Segment has substantisl operations and assets Jocated owside the Unired States (primarly io
Germeny, Belgiom, Morasy sod Canada) The majonty of oue sales from non U8 aperations ere denominated in eurrencies other than the 178 dolleg
principally the suro, ather major Buropean cumenciss and the Canadin dollsc A peoion of sut salss gensiated fom owenen U8 operstions is denominated
inthe U5 doleriend consequently ournion U S aperations will
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generally hold [1 5§ dollarg Foro rime bo imie] Cengin mw taaledats uged sechdwide, prdroadly ticanium comlainin g Bedetocks, are purthnssd (o U S dellos,
while |abor and other produotion tod adminisiative costs are incimed primerlly i local curneics  Consedquéatly, the ugnslated U8 doljar value of our
mon U F ealerand opewiing rerdlts 2 sabjoet o cumensy skchange rte Gaeiallons which may Grvoebly or valayombly impact repotisd snmings and inay
affeed e compamabiiity of pected to period opersting resalis Tn addition 1o the impaet of the tranglalion of siles snd exfienees dvas {ime, out nom 08
aprrafion? sl percrats quredoy trnsaclior gaing and logies which primarily relare to {{) the diffzrence bevwseeri the curency pkchange mics n effeet whzu
nos Toeal eymrency sales ot ppemling coms (primanly U5 dafar denoinéamed) are initially acenied and ®hen guch amounts are seifled with.1he fion jocal
gmency, (il) changed in cumency erchange mies during fros peiods whew aurnon S operafions e heldfiag non locaT cumensy (privaidly 0% dollars),
and (iti] melolive changes in the npgeegate Gle valoe of curgney forwiard contracis hald frorn e (5 .6mg  As discumssed io Mote & for.onr Congolidwed
Figancial Swrements, »e periodically use comency firganl conkmon to thanape 3 polon of our eurency exchange sk, and. eluive changes it the
aggTegale Mipvalne of any iy Rresrd conlmets we bold fom fime 1 time sorves i part to mitigste 1he cubercy Himction gains orlosses we woold
orherwiie oo pnize o the God teo ifems descibed ahove

Cheprall, %o egfipale that Dielualiong in ctmeney exchange rales had che follewing effeci o e mpored emsuats of s gales @nd dperling
incame (Loes) (oo tie pereds indicaned . '
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The 3. 38 miflline reduclioh in mel sales {imnsation (o) was caussd primarty by & sreagihening of the BT & dollar selatiee t5-1RE eumo, 2 our
Chemicals Segment’s sum denominated wifes were tranalated fite wer ('S dollare I 20 5 25 compared o 20 4 The su-cugﬂimin§.éf'1hﬁ U5 dollar
relative to the Canudian doller aod the Mervegien krond 20§ did nol bave § Speificant $ifect oo the mportéd amodl F 0t pel siley sz € aapbirgtan T
porfiog ofihe rales generaterd bir our Chemicsls St pmant*s Camradian and Workeglat opemtions wm denowimoted in the U S dolls

The 548 millicn intteesein operatiog indatns comoprised i Rollosing oe efeor:

w A tedocton i the amound of el comeney mamiiction galns during thetwn pedods of spproaimsiely. §4 million  Such wel oumsncy
inunsacrion gatne (fogbee] revll primarly Bom U5 dollar deqomialed mcelvablesand 8 dollar cumrsney held by oor Clenicala Segments
non U3 operatjone, whith are randared {dfo the applicable local surmaey o1 each balance sheet date Tudng 30 4, b rlative strenglheaing
ofthe TS deflarilative 1o e e and thie Horegian kroge géve nse 1o a net 54 million cumenay (repanction gein, wheoress we reeogmizad
8 nomtnal cumoney nsaelion loyy durime 20 5, aod :

»  Approximately $44 million fom et cumeney (ringlation gains caused primiar iy by o acenglbealg 6fthe VS dellsr vélativ to the Canadian
dollar ond fhe Moraegian frone, aa their local sumedcly denonvinated operating coes wene kans(aied into fewsr OF dollas m 20 5 a9
compared ti 20 4 Chenill, e sigagthening of the 118 dollar wlalive oo the eum o 24 5 did not heve & sigaificese impact en pur
Chenzl eald Sepment's Sp e thag indomss, as the. mdicrion i wer salzs caused by fuch strong thealng was substantially offsgt y (he oifeet alsur
pumd dénominalod cpersting cous befng wanslated o lewer U 5 dollam - '
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The § 2 millioo incceass in et sales (reoslaticn gain) wae cansed primanly by & weakiening of the U5 dollar relative to the gurd, a8 ol surn
denominated sales wees wanglated intg move U% dollarein 20 4 ge compered t0 20 3 The strengthening of the 118 dallar relative to the Canadian dollar
and the Morwegian keong in 20 4 did oot have s significant effecs on the reported amount af our Chemicals Sepment's net sales, 28 a subetantial partion of
vhe sales genecited by oot Chemicals Segment’s Canadian and Norwegin aperations sre denominaed in the U8 dollac

The $42 million inciease in opersting income comprieed the fallowing ner effects:

&  An lncrears in the amaunt of net cusrency wansaction gaiog (lozees) during the wwo periods of approrimetely SR millicn Such nel cumensy
[ransacTioh Eains {loses) remlt prinaily froom U8 doller denorminated raceivables ;od 15 dellar umency held by our Chemicals Segrents
oo 175 cperacions, which are tanslated into the applicable lacal cvrrency at each hakunce sheet date During 20 3, a relative eengthening
af the TS doller relasios 1o the Canadien dollar and che krone, padially offed by o velarive weakening of the TSD to the eurd, gave tise 10 8
tet Fdb millign cumreney trangaction loss, whereas we teoognized o 4 millicn comency aanasction gain dudog 20 4, and

= Approximsiely $34 million Som net cuereocy wanslation paing caussd primadily by s sorengthening of the U8 deller relative 1o the Canadian
dollar and the Norwegian kmne, a¢ their local cumency denotninated operating costs were translaved into fower UF dollaes in 20 4 s
compared to 20 3, and the weakening of the U8 dellar relafive to the auco in 20 4 35 their U F dollar denominaced raw motensls porthases
regulted i a fevorable curency Unpace reladve to 20 3

Ourfoak  Durng 20 3 we operated our Chemicaly Spgment's production facilities at #5% of practical sapecity cotnparsd 1o ¥2% in 20 4 We
expect 0wl prodiction velumes to be higher in 20 6 28 cosmpared w 20 5, as our producton rates in 20 5 were irpacted by the implementation of certain
produerivity enhaneing impravement projects ot certain facilities, az well we necessacy improvetnsnts o somre contnued compliance with our pemnit
regulatione, which resulted in longer than novmal malncenenee shutdowns in spme instances Azoming economme conditiens do not deteriorate io the
various regiong of the werld, we expece our mlee valumes to be higherin 20 6 as compered ta 20 5 We will cootinue to monitor comrent 2and anticipated
mear teom coetomer demand levels and aligh our prodyction and (nventanes aceardingly

We continned to expedentce moderarion in the cost of 1502 feeduack ore procured fromo thicd parties in 20 4 and 20 3 Given the time Lag
between when third pamy feedsiock: ore i procured and when the Tick produst produced with sueh ore 15 eold sad recognized in our coe of salee, gur cast of
shles per matris ton of TiC? zold in 20 5 way slightly lower than our cost of eales per metric 1on of Ti02 pold in 20 4 {exeluding the affber of changes in
cumeacy exchinge mies) We sxpect our cost of gales per memie ton of TiC2 gold fn 20 6 will be Jawer than our per memdc wh costin 20 5, due in par 1o the
faupmble effect of the workforce r=ductinme and other cost reduclion initiatives we are undermaking a3 well ag some modes impravement in the com of
foedsrock are

We srarted 20 5 with selling pooes 9% lower than the heginaing of 20 4, snd prices declined by an additional 7% during 20 5 Tndusty date
indicates thar eversll TiC2 joventory held by producers hae declived significantly during 20§ In addition, wo belisve mos cusomers hald very low
inventoties of TiOR with many operating on & Just 1 Time bagis  With the impyoesment i salss volumes expericaced in 20 5, we contge o see cvidence
ot srengrhening demand for vor THOE produces in orttain of our primecy madeets We and ouy mAjoT Aompeliions aneunced & price inereass i lare 200 5,
whith {2 erpected 10 be implemented in the fivst quarter ot 20 6, or as conompeta allow The exteat to which we-wiil be able to achieve anf price inorcases in
the oear rerm will depend oo medeet canditions

Cnr Chemdcale Sepment initialed a resructuring plan in 20 3 designed 1o itnpiove ity long temm obsr stroeture A portion of sueh expected cost
savinge iz planned fo ooour through workforee reductions  During 20 5, our Chemicals Segment implemented certain veluotary and involuntary wockfores
reductions ot cerain of ics facilities impacting approximately 60 ndividuals A5 of Depember 3, 2D 5 we have reeapnized wn agpregae 51 7 million
charge for puch workforce reductions we had jrplemented through ther date, 8 08 millien of which iz claselfied a5 patr of cogt of galeg and £ 05 million of
which is classified in velling, general and administoative expense The watkforce reductioms we have implemented cdhwough December 3, 20 5 wre not
sxpected wa negatively Inmpact our ability 10 operste out production facilivies at their practical capasivy rates
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In paddikioa 1o tha workiaree reduciions implementad thoough Decenber 3, 30 3, our Chomicals Sepment 15 4130 [e the preess of imiplemen oy
olher oogl reduction initisives throughom the orrtiniztiorn, insludlay the m:(pl:mm'm‘mrc af continued process productivity mxpm:lwmm Thie workfoms
reductions wi have immplemented Gooogh Decenber 3, 20 5, conbined, with colain 9pen positions thal am ot tipected bo Be Hlled and cost sevings
expecied to he realized fom other cogt teduetion 1ﬁiﬁaﬁvm we wre-undensking, se expocied b mosell in & peyback of the.fgmegate wivkioree reduclig
change weemied at December 3, 20 5 within spprosimaely one yoar, the bene At afwhich we hegad Lo #ecgnize Im Lhd wecond hall o€ 20 5 '

Chrerall, we gxpeet vur Chemicals Segment’s pperating income in 10 6wl ke bigher ag campared 10 20 5 aearesulc of:
= tho Bivomble cfeitts o anticipated higher gides and grod ssion. vofumes fo 20 3,

»  the favorahle eBect of lower cogt eedotock one, and” .

o the expeied cisl savings ot worsfores tedirctionsand dlber eosl reduction iniffsbived tranghoni Ahé ongantation

Howsver given, amohg other ings, Thelev sl of nur sverge salling prices authe begioniog of 20 £, we believe it is passiily we wuld repod an
gperaling loss in.the GmlL quadaraf2o A - .

Duie 1 e conmaings of Bigh capinl costsand sxrended dead Time sestelated with adding ctgniAeset aew TIOL production capacily, erpeially for
preminm prades of TiCK producis produced fom the shlatide process, w2 believe inceased aod sustained: srofic wenging will be pacessry 10 Bnancially
jisti fy major sxpansiony of Ti 02 produsiioy. chpseily mqeived 1o neest enpesiod ftle growth ir demend  As o eesly of sUstoimee desisions over Lhe 1agl year
aod the resulling ailverse efixct on glebal THOD priciog, some indostry projects fo increase THOL produslion capacily ave heer cancelled or deftmed
indetinlrely, nrd shaonroeients e been migde egerding the closrre sfeeraia Deiliies  Given the bead tme reguined frrpirndiretion capaeiny vEparsihe,
o chorfage of Ti02 produicts el mectr i eegiomic mmﬂumm SmpTnve mr_T giob ol demand fevels for TIO2 inerbase sficnlly

Chic expeciations Brr cur ibwer operaling rcsmh-a ar baswd pon @ oumber of felow bevond. oo comel, nelnding warldsdds pawih n!‘g;n:-sﬁ
domestic produet, smApedGon m the marketnlacs, contioted aperaan of samp slivors, usekpectsd or st than, expeéied capacity eddivignz or mductions
and 1echoonloplcal advarces £ astanl dévéls prneats diffsr fiow sur expéctalions, our tésule cfapesarions eould be anfavorahly aBcled.

Comperrent Pmdnets

Our Companent Produste Segmin| % produet o Medngs consial of @ slgni ety e number of ptedocts at have » wide vagialiod i selling
price and, msnufierudng cost, which Telills in cértufe pmctical limiladons o our ability to quantify e impace of fhonges in individus) produee sales
guanitice gnd @iling pricas en gur net seles, cort ofgoods sold and gross matgie. 1o addition, amall vsriations in perlod Lo petiod mel salzs; oo of goods
solid and gros: mampin can cesell e changes in the relative mix 6 ous prafuci sold The key perfiman indicaar for pur Comp ongsr Frodiicts Segment
U5 o eTAliclgE LOG4nhs W A

Voea b wiided itocainbe: A0, e Chatse
FITHE] 2014 NS T TE ST 10418
.. .o . {Cudver wrallonsy . L .

e zales . - B ~X I - 1 B S 1.1 M : e, . L5
Coat of mies ] ' By T 6 .. sk ' k. . %
Grtiiss oamgle - R | T A T 3Za. ¥ . . 3¥a4 T 7 . T 4%
COpertiog ineome: o 3 K C3&  F 14D L. AR 2%
Percent of net eales: C o . B S AP C

Cazl pf gales S T0% 6% . e

(G thdTrin e .- ] 0% c ¥Fanoo 1 N

Cperating incotme 0% - 1% 11%

Maf Sates  Cur Crfipoasng Products Begrment’s nied wmbes ingrcased approximatsly 35 adilion. [ 20 5 pm’lmpaﬂj.f duc to higher dermmnd
wﬁhm the gecueify producks ropgriing ol ineludiog §3 0 millfen elaced 1 exipting govemmen| cogtomen Salss wathin the marfoe componend: rep oting
uirit incresed B% compered to pasT yeer die o inereased dectingd for prodicees sald m e gkifwakehoand bost marked, including the fnimedustion of new
privdaet ies to thir thaibet Relalivi chatpes io selling poees 414 aot Yave @ malenal linpast dn nes gales ¢gomiparigore
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Cur Componant Produgts Segment’s net gales inereaced spproximarely § 9 million in 20 4 poncipslly due 1o higher demand wichio the
geooTity products reporfing unit including 35 0 million melated 6 aew initdasive for an existdog govemment cusgmet, increaeed marker pendtration in
electronic Jocks which increased § 7 million in 20 4 and strong demand io transpomation makers which (nereaeed 32 9 million in 20 4 Gales within the
Ioarne coMponsnt TepoTing unit ncreased 7% compared 1o pdor yesr and slso sontribored 1 the inceease, reflecting prearce peneation into non high
performence manne madoets  Relative changes in selling prices did not have a pargial impact oo net pakeg comparieans

Caosrs of Goods 8old ard Groge Margis  Our Componenr Products Segrnent's coet of pales and gross margin both inereased from 20 4 o 20 5
prinarily due w inceessed sales volunes A a percentage of mlee, cost of goods zold were at primely due o improwed coverage of fived trannfacuring
cose over increaeed production volumes to meet higher demand ot esch of our copartio g woits, partialty offser by incrsased cagts noed above

Ot Comoponent Products Segment’s cost o eales and grogs mecgin borh tncesssed form 20 3 e 240 4 primarily due 1o increaped ealae volumes
At percantage of aales, cosl of goods sold decressed %% primarily due oo improved coverage of fixed manufemnng costs aver increased preduction
volutnes 1o mees higher demand at <ech of owrreporfing unifs, partially offeel by the tnpact of lower vatieble macging dus w reladve changes in cusuoer
and product mox within the seennty produc e repotting unit

Operazing ineore  Our Caomponsnt Prodacry SBagment operaring incotns iroproved in 20 3 compared to 20 4 and 4lso in 20 4 compared &
20 5 Operating costs mnd expenses consists primanily of sales and administrative celated persommel costs, sales commissions and advedtising expences
diregtly melated 1o produce sales and administative costs mlating to business wnit ahd corporate management acovities, e well as gaing aod losses oo
disposal af plant, property and equipment Cperaring costs and expenses increased in 20 5 pomanly due wo 6o incregss of § 5 million in 20 5 compared to
20 d a5 a result of fosreased persenng] costs Opersting costs end expensss incresged in 20 4 compared to 20 3 primadly 35 2 remlt of (noreased
administrative perzonne] coets and increased deprecialion sipeose i the seCu ity produets epoming unic pamially offeet by redoced cotporate adminlsmative
perennnel cnsa

Genegral  Our Companent Produsrs Segment’s profitebiliy pritarily depends on aur ability o utilize cur prodwetlon vapacity & fbotively,
which s affecied by, emong ether things, the demand for our produets and gur abilicy to confrol our manufborning costs, pimarily comprised of labor coste
pnd Toaterials  The toactials used i cuy produces coneist of purchased compoosnts and caw materials some of which are euhject fo fluctoatiens in the
commodity marets mch wr gine, brase and steinless sreel Total marcital costs represented appraximutely 4344 af aur Campodent Prodacts Segment’s coscof
aples in 20 5, with commodicy related maw tnacsrials accounting for approximately 6% of aur cogt ofsales  Wich the exception of & mgderate midyear 20 4
inctsase in mingd metals, incleding zine, woddwide commodity mw merenial cous were nosily sable durng 20 3 and 20 4 During 20 5, sk ets for owr
primeny commodiy relared mow metedals, incleding zing, brass #nd stainless steel, have generally softened and sre expected 1o remain poft well inw 30 6
We accasionally enter intg shor e commodity related raw materal supply aoengements o mitgacs the impac of fptuze increases in eommmadity releted
rawmaterial cogte Seeltem “Business Component Prodoets Segment  Compk Meemational, e B BMatedals

Outlook  The mwbuet demand for sor produces expetistced in 20 5 wae suppomed by continued high demead from cerain largs existing
clstomess, ineloding thase secring the govemment secuvity applicadone and recrearionel transportation radkers In additicn, 20 5 pales included over §5
millict in sales for & govemmen: seeurity and user which i3 oot expected 1o oo in 20 & We also cootinus to expedence the benefis of innoverdon and
diverzification in our product offerings 1o the meoreations] boss tarkers seeved by our marine compenenis teporting ubit We aoticipate gootinned srong
demend for owr produets in 20 &, though we do oot expeer demand for govamment secunty spplications re appreach 20 5 volumes Aein pooc periods, we
will contimue o meoiier general sconomic conditions and eales order retes and respond o flucyations in customer demand through cottinnous evaluation
of etatfing levele and conserant execurion af our lean manufacmring and cost improvement imiliatives Additionally, we continns o seek opportunities o
grin medceT shece in metkets we curently serve, 1o sxpand into new mackers and 10 develop hew produc fearwes in arder to mitigare the impact of changes
in demand as well asbroaden our sales hass
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Wa sty Manspers ent

O, Moredrriber B, 20 5, we ediened inde on agresrnent with Bocksell Holden, Ine "Rockwell™, for the sale of WCS o Eoclonell for 8270
millian in cash, $30 pilllee GBop amonnl in Sedeq b Prferred Stack of Feckwal] plus the esumption of ) af WCS* (hind pardy indebredness imowrrsd pror
ten Lhes date of the sgrecment AddiG ooally, Rockwel] sod s affiliotes will assume ol] Goancdal ssnimmce obsligatiom sofated to the W5 bukiness  Fockwell
inthe pasevi corpany of Brergy Solefons, Ine  Complelion of fie sle is sehject to cerain cysiotiary z[nelng sonditfens, theluding lhe reeeipl of U8 wnii
truzt apprivel, and it sxpectad v cloees in ibe Gt balfof 20 6, sssmming el slosing vondiritre ard mtefied. Thiom ofin be no assueance e any such sale ol
WES would be completed o

Fears duded Decemier A1, -
13 IR T
. . . th om I ez} . ..
Mar eales o 8 - % ) P BA5 % . AED
Cariofanles . . 423 AT £S5
Grorsg margin . . £ - TN 7 L S
Dhpemating loss ] 226 5 2% 5 Za2)

Gewerel  Webave opecyted nur Waste Manspoment Sepment’s nagte dgnagenmt iy on 2 eladvaly limiled bagis while we navigated the
mpulafmry licensing and promitiing requiromente Lot the dispess] of hypmdiet weste matedyl and o brood moge of LLEW aad mixed LLEW It May 008,
the TCEQ issted e s Livens G the ditposal of byproducl maderial Byproduct matedial includes wramivm or thovum mill wafiingy aswell &3 equipment, pipe
and other matetials used to Wandle and process the el 17Elings We began cotistucHan of the bypéoduct feility infedniclone at aursiie inAndrwe County,
Texat in the firg quacter of J00M, and iz facility Began dlipowl operstibne In Oelober 2009 In Mnuward 2009, the TCED isaed ¢ vesr ofics LLEG
digpossd licenge 1w us This Keones was eimed in Seprember 29 Condtoootion of e Cormphct aud Federal LIFRW sibes began 1o January 20 The
Compact LLEW gite was fully cortiffed aad sgerationel ia Anrl 20 2, and the Frderal LLRW gl was fully mﬁﬂm& dnd opesationad fi Beptombec 20 2 aad
retesvied Dng Arst wasts for dispokal in the lafierpac of (he second quarter of 200 3

Nz Males gnd Operiting Lave  The Wasle Manapemen! Bepmsnrs vel salex decreazed 52 3 willios in 20 5 comgared 16620 4 Dispogal
velumees for the second, tind sed Mol quenes o0 206§ wete negalloely impacted by ovailebilivy of cerain elagnificalions of wasts shipping containess o
05 hegini g dudpg fhe later port ofthe second quarteraf20 3 In fuly 20 5 we snbatd {on-an exclusive leasing mugmmt b B dodicatad scoess 10
two such cootainer althcugh filly implemeniing Lhese containes inlo oor shippig schedules by been slower than we anticipered  fu Hovember 20 § we
sigmed an agreemens which allowed us to resame olilizing the shipping conteinen which had heen untvailahle 1o oo fae mosh of B yenr Ta addivion. s
benefited. fom p ans rim dispoeal campaign related to the decommi sdoging ofe nueleour prower plant #iich contitiusd F 9 rilliom b dispossd myerue in
20 4 end 44 8 milliog 0 20 5 Lower digposal vohokess in 20§ led o lywer coverage of fixed corle s r.-,nmp.ma:l to 20 4 Ag = result, ouf Waste
Fdanagemen Segmem's eperting |oss increaked sigrificdntly in 20 ¥ = compared 1o 20 4 .

The Waate Management Segiment™ net mles increased in 20 4 compamsdito 20 F dwa 10 increased disposal valumes in thethind quaner and
fourlh quacters of 20 4 Dispesal volueies Tor these quanery were Eivorbly dmpacted by the tridustry wide avallehility of disponal shipping- rontaingez.
Wiiile dimiceal volumies wens-higherin 20 3 as comparmd (0 230 3, the avetage per unil disposal pefee was lg%er n 20 4 uném réleiye changes in le mix of
waste disposed  Strong resuits in the thind sad fourth | warden 20 & illowed for prealar covarnge of Hred cacts s d to-prior pecods - Aed Yerlk, cus
Wastc Management Segmend hed opemling incame in the thind and b qeartens of 20 4 and & Dower opemting Toar B the ﬁlﬁ year 20 4 eompered fo (e
fall year of 20 3 ' ’

We rneetgnized an gperating loss iall years because we hive oot yel achieved fuffelon) myenues 1o ofsat the bigh cosl structies assockined
with operating under our bypmduck. and TLEW disposal Ticenses relative lo the weste mestient and digpem| volume, in pan becanse we have pol
oariglstonlly seesived sufficiont ol of LLRY fhr dlaposal i both aur Compsot and Fedeml LLRW disprsal faoiTilies to ovircote our Bved opemting
cott Rructire However ae noted wbove, our operating resulls i fie second helf of 30 4 wers profilable and deméngtrate that with ganafuient disposal
YA LY W <m eftiiniee ﬂpml.m;g lossee W cnmuinie [n =$ek (o inereass obr Witle Monegement Segment’s saler volumics frovn Waste sireams pormified
undee olr coment licen st

Churlovk  With bolli o the Ciropact LLEW dispasal fcility and {he Federal ULRW digposs] Guility crmiificd and aperalional, we pow
prowide “oane fwop fhoppime” ﬂ:rmimm sigtags and digpres] oChazardouy, Loxie  LLESY smd mdlosetive byproduct matedsl WC3 bas the Emadaﬂmge

of pupabilicieg ol any commensial prilemrize io the UY for be sompe, meatment a.ml penngnent dlsposa of (hése matedals, which we belfave gived W50 |

pignificant mod velusble competifive advantags in the indusiry We are ulso explorng eppamnitits to obtair corialn, typee of new bukines finchudlog
disposal and socigs of wbrain other iypes of wasfa) that, il ohtained, could Inpresss A Waste Banagement Begments salps and. daﬁtme ot THsle
Mumagemienl Seynmenite
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operaling losz Churability (o incmrease our Wiste Minapemenl Segment’s sales volumss through fose wanie sreams, midfewlasty ot o relafes i e Covpact
and. Federaf LLRW dispogal feilities, togethe with improved opesiting efficiencies through corttéduclions and increpasd sapnmity wtilzation, am important

fagtors fn improving sur Wesle Managetnent sporating results and eash Gows W heve obtalned long term digpoeal eonficts with seven] wadle penemlons

ard am actively pursuing addilions) conimcls We wers wwarded 8 oalionnl diiposal confratt for cur Pederzl LLRW dm-pmul Pility in April 20 3 The
comerol 18 fir & pedod of Hve vepre and wp o S300 mﬂhun, howsver tusks ewarded wnder tre contme! (o dele bade haor for smaller dallsr valoe waste
simeanes W bEve regolary received waste For dispowl singe The eod of the secund qusner of 20 3 for the Fedeml LLRW digpassl facility, our it may be
diffioult for o¥ 1o genemle posidve opemmting mesulis unfil we begin rouiinely sttdivley Jarger Foderal LLRW pleams for dispogal 1o addiliot] we. 2te
dependimt (o 2 cerlain ¢xtenl on lagge commensial projects in erder b medive sufflclent disposal woluwes (o operale ol BN capacity Mot Iivge proecis,
beth federal #hid cemmecial, gre subfect 10 3 competitive hidding and defaye in the expected tme line for waie dlagosal di be compléfed While we ire the
o]y cammiorial fility lscnsed to rake Clas A, 2 and © LLEW and Mixsd LLEW (LLREW mited with hazardous wuste) stk feililios onn socepl Clis A
wasle ncludiog Seflities thal Do sowe citcumatances min wasre in auch 2 pay thai shese Cluss Bowamtd arap mbﬂ‘i (hé Caek A diepozal requircmed.s &l fhege
fcilitits

Wath the weeipt of our recear license atecdowenta aad ooy dedfcated shipping conlainers row in gervice, incliding sominimers we [eased o
Tuly 20 %, we believe we are positioned wo take Rl sdvantage of gidr dipposal Kcifities going fbrwand W woognized an pperating Loz i 20 5 primanly
due i delaysd disposal shipmrents focludig shipmede: fom gotertor sites which wer advemely impactad By (s severe wints wesithed which Lmited the
ahility of some genenilon to ship weste during the Are quarker aod the availb ity of ceniain eiassificatioms of wase sﬁsppﬁlg ctimitafiers beginning fn (ather
pErt ol the seeond quarter thooweh Movembee ol 20 5

Wa believe our Wasts Manipereeny Sogmomt cap heeome & viable, prrciH'EaBIr.‘ opotion; Boweves, we doned know 1?we Will e mucesssful (o

lemproving cosh fiows We haie in, tue paar, snd we oy in the flue, coasider steftegic altematives with respoct 1o gur Wasle banagement Sagment We
corukd mEoe 2 1oes in any duch Brare pic tanaiusn; Lowever we expert by racignfze o pain ilthe pending tmnsactiod noted abaul 1s saccessfil by closed

Heal Eetdve Maoagement snd Deyelopment

Yeure snded Gircomber 31,
T4 . 018
_ _ _ (1o o 1 s
Mel zxleg - : .o . ’ B Y L B 30.1:
Cap 0f mles . 319 254
Gross margls: " _ - 64 8 . 4.7,
Qperadng income 5 ia %

fhenaral We oblained w coniosiling interst in our Real Estaw Managemeat and Develapment Segmenl in Doesmber 20 3 Priar v Decanber 26 3,
we owned a 32% interest i BRI, Which among other things provides wility skrvices 10 an indusiial park located in Henderson, Nevade and is mspemsible
Foor the deliveary af water o the eily of Heodeno wod vadons ather igers theough a water distibulion systemovmed by BME Prior 1o December 36 3, we also
had 8 2% Dnteredt in Laod Well, which s acdively engaged /i ety 10 dovelop corfaln el eolute bv Bondestan, Nevada including dppritinmiely 2, 0
wcres poned Freresidential/p] soned i fommuDicy plrposts and npprosfmately 400 acres roned far catamercial and light indueinial use ol Tecernher 3, 20 3
MY gums an adidilionel 304 inienst in LandWell Ta Deeember 20 3 we coraploted the roquisiion of an additional 3 % awiteorhip inlegkst In BT and an
wddicional % ownecalip inesest in LandWell We complicied 1his noquisition to-obials tontmol oF BMI and Land Well {wilh. the consent of BMT and
LandWat] and Lheit olhér owmers), which fnoreised our diresl ownemship imteres, of B bo 63% amd qur direct ownetship of Landell lo 27, which als
resultad in our cantml 8 77% of LaodWell, includlag the T0% oweship interest held by BT

Over (he yeary, Lend Wil anfl BM] heve foeusad on developivig aud selling the land tmnsfomed to Lan dWell 4s part of i Eosalion in the enrly
50 4z well g additione] Tarid holdings aéqitined by TagdWell in Lhe surrmonding wes, sibsaqiant 1o LandWell's throdation {allasugh BMI and Land Wall

have nol had dgnificant real property dcquisitiorns sinve 20041 Since Land ¥ell% fomoafizag, LandWel] and BMI beve 3 hiory of seocessfully developing
and gelling over 200 Hores ol miail, Ggh adusical, covamersial and regidocifal profects in the Henderion, Neveda area However; 8 substaniial patticn of
siuch profecls, fisd boeh cotapletid priar to iie 2008 coonomic dowmtum wiido was particulardy dcute 18 (e Lag Vegas-deoa mal enile markct which fnefudes
Hendsmon Pollbwiny such econtmic dewotom, Land Well's land sdles were sobsfantially scdvced ag companed 1o prior year, &0d LandW6l did not
TeCOETIZE Ay Wakial amowst oF land sales in de 200 Lo 10 3 time perfod Duding this tme pedod, LapdWell has been primarily fogukleg on the
dvvelopment of a farge et of land in Bendepson zoted firwsidentaliplonned comminnity pilproses (approximsiely 2, 00 scre) I‘I'ammr-g md oot work
on such project began in 2007, bn LandWreli-delsyed s;@:u'ﬂcam developmant
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efforns unl eeonomic sonditions had fopreved As general economic conditons impreved tn 20 and 20 2, LandWell began incengive development
effbrre of the reeidenfial/planned communicy in 20 3 {adth BEIAL acting as the general contractor for al) eoch development efforts) Ar the fme of our
Decenber 20 3 acquisition of the additional owoership interests it BT and LandWell, LandWell owned such 2, 00 acres a5 well as approxicoacsly 400
acres moned for commencial and light indngoial purposes

[o December 20 3 and through the ¢od 20 5, Land Well hag ¢loged or entered o eecraw on appsoximately 4 0 acres of che residentisl/planned
community and cerain ocher acreape Al contraeted poees that supporn the estimated fair value ssoipned 1o cthe land held for developrnent that was acquived
with considerton of development costs sxpected 1o be incured after he acquisition date See Mote 3 1w our Congalidarsd Finangial Satements Conoacte
for land sales ass negotiated on an individual basir and salee terme and pricee will vary baeed oo such factara ae laeefion (ineluding location within & planned
community}, axpecied development work, and individual buver needs although land may be wndet cobmraet, we do DOT recoghite mranhe Ut we bave
gatigtied the criteria foT tevenae vecoanition ser forth in ASC Topic #76 In some inzcances, we will receive cash procesde at the time che confrer clases and
record deferved revenve for some or all of the eagh amaunt reaeived, with sueh defismed revenue being recopnized in subgegueat petiods Pecauss land held
for dewvelopmenn wes initislly recopnized o estimated fair value a1 the acquisiticn date »2 required by ARC Topic 305, we do-nor supect to recognize
signifitant opersting ingome oo 1ang sales for the land cunently under sonimact We expect the develapinent o o continne far 010 5 ¥esrs oo the rest of
the land held for development, zpecially the remainder of the residentialiplenned comeminity

Poor to gaining contee] of BMI and LandWell In Dacsmber 26 3, wa acconnted for our sximing ownership interest n BMI and Land$ell by the
equity method of accounting, &5 disoussed in Mores 3 and 7 to our Consolidared Financial Stafminente As ooted above, following the 2008 econamio
dowmium LandWell & land seles wers eubstantially teduced oy compared to prior year, and LandWell did oot eeoghize any mererial laod sales in the 2004
ta 20 3 time pedod Censequently, sie did not recognize sty matedal amounts of equicy in esmings of BMY and LandWell ducng such tme pedods
Howewer, we do ot belisve that LandWell & operadog resuls dudng soch time peciod sre indicative of LandWell's expected fitnre operating results ot the
fairvalue of LandWell s ageete at the time of our Decamber 20 3 gequititian, given that Land Wl bad oot recopnized aby marerial land sales in vecent years,
The significent development wotl thist had been undecraken in 20 3, the vevetice That was okpecied ta he recopmized with respeet to the land zales that have
closed ot enlered inta seTow (k3 noted abouve), and an sxpeccation thaf LandWell will condnue e development efforts for the rest of it land beld for
development, especially the remainder of the regidentialiplannsd conmmunicy

Mer Saler and Operoting Jocome A shatanyial portion of the nec seles fom o Real Estare Management and Development segmenc in 20 3
consisted of tevennes fom land sales We recopgnized 2 5 moillion in reveoues on land eales during 20 3 compared to $3 9 million in 20 4 As noted
above we recognize rpwenie o our residenvialplanned community doder pereentage completion acconating and o large majority of the revenns we
recognized in 20 f and 20 5 war under this methed of revenue reeopnition  We alen have commosaeial propesty oot included in the planned community for
which reverme is genemlly mecopnized in 6] at eloring, as we generally have oo further ohligations after the olosing dete of the sals for these
properiics Almoet helf of our land sales wvenns in 26 5 were for guch property sales not icluded in the planned community  The confeacts on thess gales
(both within the pleoned comuntmity aod othersise] fnclude approximately 270 acees of the sesidential planned comoounity and eariain athee sorenge which
closed in December 20 3 and through the end of20 5 Cost of zales relaced wo lomd sales rsvenues wins § 9 9 milllon in 29 5 and $283 million in 20 4 The
remniinder of ner saley and cost of sales related fo this segment primarily pelaves 1o sater delivery fees and expenges We deliver water [0 severn] CuETOmes
under long tenn contracts; sales and cost of sales selacsd 1o wacer delivery are expected to be elafively conslstant fom penod 1o period As noted ahove,
begaage land held for deyelopment wae jnitially mecognized av estimated fhic walue ox the acquisition date a5 1equited by ASC Topic 805, we did not
Teeopnize significant cpeciing incotne in either 20 4 ar 20 5

Cutlook Huving obiined 4 coatelling incerest in BMI and Land®ell io Degember 20 3, we are actively purening opponunities o mexitnize sash
praceeds from he sals of our land hetd for development In che near temm, we are foeused an developing and selling land we mansge, pimadly o residential
tuildecs, for the approximetely 2, 00 acrés zomed for remdentialfplanned community in Hendereon, MNevada We sxpest the development work far the
residentialplanned cormu ity T ConTibne over the nesl several yearms, inpluding thoee parcels cumrently wnder contmaet far which the development vk is
sxpected 1o be completed in 20 7 As ooted sbove, we do not expesct to mecognizs significant smounts of operating fncems welated v these salep for the
partels comently under eantmecr; however we do gxpect 0 geterate cash proceeds foom thess zales in exeess of our acquizition costs, which procesde ame
expected o baused, D part, to fnd cngoing development work: fior the remainder of theee propéties
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Gererdl Corportte e, Takerest Expente, Provivieon for Iecowe Tisos (Berefit), Noncostrolling Yarerast amd Retated Party Tramsactions

Securicier Farnings A mignificent porion ofour interest and dividend income in 200 3, 20 4 and 20 5 wlares o cthe disributiong we received
fiotn The amalpamared Sugar Company LTS We nocopnized dividend income fiom the LLE of §25 4 million in sach o820 3,23 { and 20 5

Inswrarce Recoveries  Thsutanes reoveges relats v amennts WL received fpm ceain of itz former insuvance ¢amers, and relate poncipelly w
the recoyvery af prior lead pigment and aeheetos lingation defense coges ineunrred by ML We have ageements wich four fodtner IDZurancs caiehy pusuant to
which the carmers reimbilee us for o podion of our fatore lead pigment liigation dsfonse goges, 3nd one guch carmier reimburees vz for o portion of our fanure
ashestos liigarion defense costs We ars por Zhle to dersemine bhow much we will uwldmately resover fiom these carmers for defense costs ingummd b us
bezguse of certain izmes thar aviss ragarding which defenss costs quelify for reimbucsetnent Subsandally 211 of § 0 4 willian in the ingurance recoveriss we
recagnized in 20 4 relare o o senlement WL reached »ith one of itz inswmnes caniers in September 20 4 in which i agreed 1o reimburse ML for a pottion of
itz pest litigamhan dsfense costs Whils we continue 1o esck addibensl insurence meovenies for lend pigment and asbestos litigation marrers, we do oot know
the extent (o which we will be suocessful D oblaining, sdditional reimbursemnen fr cithes defense costs of indemnity Aay additional insuranes reopveries
wou1d be moegnized when the recsipn is probable and the amgunr iz determinable Substantinlly all ofthe msumoce recovenes recognized in 20 3 and 20 3
relare to reimbursement af ongoing lingation defense coms SeeHote 710 our Consolidmed Financial Statcments

Other General Corporate Rems We recognized an agpregars oon cash gain of £54 6 mdllicn telated to our purchaee of 2 canuolling inferest
in BMI and Land Well in December 20 3, soosisting of (13 2 gain feom the remeasnrement of our existing interest in AT and LandWell to estimared fair value
and (i) a bargain purchase gaio yelated to the addidonal interest in BMI and Land Well aoguired See Wote 3 to onr Consolidared Financial Statements

COEPLTATE srpenses were 2% higher at 839 6 million in 20 5 commpured tr $38 8 millivn in 240 4 Coyporste expenses increaped primarily doe
to higher administrative relaied cxpenses in 20 5, offiet in part by lower envivonmenye] remediation and related coste and 10 = lesser sxtent lower Uiigation
and related costs in 20 4 [meloded in carparats sRpense arg:

»  lirigation aod related casce ot NL of 34 § million in 20 5 comgarsd to 57 0 millign in 20 4; and

¢ envirenmencal remadiation and mlated coste of £5 7 millico in 20 5 compered o $6 6 million o 20 4

Corporate exp enses were 6% lovwes ar $38 4 million in 20 4 campomed to § 05 3 million in 20 3 Corporats expenses deereased primariy due
fo lpwes envirptumental eemediation and related sosts and o 8 lesser extatr lower in ditigacion and rlaced costsin 20 3 Included in gatporals sxpense s

o litigarion and melated cogs at N of $7 O million 1o 20 4 comp ared to & 02 million in 20 3; and

*  envirommenta] cemedisfon wnd relsted costs of 36 6 million in 20 4 compared to §69 0 million n 20 3

Cwverall, we cumently expect that o net geneml corporate expenges in 20 & will be [ower than in 20 5 primanly due o Jower expeeted
etrvitonmental remediation and related coss and lower litgarion and related coste

The level of ourlitigation and related sxpenese varies fom perad o peded depending upon, amcag cther things, the number of cases in which

we ate currently involved, the nature of ench cages and the cumeat sage of such cases (o g diseewery, pre frial motione, frial or appesl, ifapplicable} See Hote

7 to our Conznlidated Finencial Statements IFowr cuirent sxpectations regarding the number of vases in which e expect o be involved duedng 20 6, orthe
nenire ofsuch cases, were 1o change aur covporate expenese Could he higher than e corently estimare

Obligations for enviroumenfal remediation and melared coms see difhieult W assess and estimate, and it ig poseible that actual coste fir
environmental remadiafion and related costs will exessd acctued amowntg or hat costs will be inpumed in the future fir sess io which we canoot currently
estionate the lisbility Ifrhese events ocenT in 20 6, our corporate sxpengs sould be higher then we currently sstimale In addition, e adjust nur acemale foc
envitonmoental rerediation and related costs s further infommerion becomes evailable to ug of ag circumstances change Such further infommation or chenged
cireumstances conld reealt i an inceass or reduction in our zeemed snvimomeatal rereediotion end related costs See Wore 7 to owt Consolidated Pinansial
Bratencats

Loss on Prepayment of Debt and Inreresy Expence  Interest expense increased to 5359 0 millicn tn 20 5 from §56 7 millica in 20 3 primarly
due 1o the net effecee of higher 20 5 everage debt levels and mosly offer by lower average intercs rates oo ouwstanding bamowings (prinoipally Fronos'
1erm Joan amended in May 20 5
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[nterest expensge increzsed slightly to 356 T million in 20 4 fom 356 million in 20 3 primatily due ta the et effects of higher 20 4 averape
debt lewels of vur Chemicels Sepment as & resolr of the fraasactions noced above and the addicion of debt related oo the acquisition of BRI and Land Well,
offeer by lower averags interes maieg oo oy wanding bomowinge (principally Kronos® new term Joan issued in Febmary 20 4)

W 20 3, wee recognized an aggregate 38 9 million pre 1ax charge, coneisting of the wiite off of unamorised ongingl ige discront coss aod
deferred finansing coste relaced o the voluotery prepaymen: of Krones' pror e loan by $290 millick in the frs quarer of 20 3 and the vemaining § 00
mullion in the thind quareraf 20 3 See Wote 9 1o our Consolidated Financial Statesments

We expect inTeresT expense Will be sliphtly higher in 20 6 as comparsd 0 1) 5 due oo higher aversge balancss of cofstanding borrowings ot
Valhi and bigher average intereat raves as a remulc af'the increass in the pome mie on yanable rafe deht and the Kmonos interest mre serep See Mot 5w owy
Consolideced Financial Sratements

Provirian for income Taxer (Bengfel  We recognized income tx expengs of 3597 3 million in 20§ eompared 1o incotoe tax expenss of 532 5
milliot in 20 4 As discussed shove in “Critical Accounting Policics aud Estimacss™ subsgorion, our incoine tax expenesin 20 5 inclodes o aggragate noo
razh defzmed income tax expense af § 59 0 million relaced to the recognition of g deferred income wx asser valuation allowsnss for eur Geman and Belgian
ppemtions (mooerly recaguigsd (n the secand gnarter) W contdltoes to believe wo will wltimately ealize the full benefit of ovr Genosn and Belgian NOL
arty farwards, i patt becanse of their indefinice canpforarard period  Hovwewrer, owr abilicy to teverse all or & pottian of such walustion sllovnes in the fims
iz dependent ca the presence of mfficient positive evidence, soch ay the axitence of cumlative profits in the mest woenr belve consecutive quarters, and
the sbility (o deonstrate futore profitability for o sustainable period Until sych titg ag we are able to reverze the valuation allowanee in fall, to the exrent
ve penerate additional losses in Genmany or Balpium in the infervening periods, our effective inonme tat mte would be impacted by the exisence of such
valuation allovwancs, becauss euch logees would effectively be recopnized withour soy assoriated ner fogome rax benefic, ag such loezes would reeult in a
furiher incoosse in the deferred income Tax asset valvation allowange Alremoatively, unfil such tme A= we gre able 0 mverse the valuation sllowsnes in full,
1 the sxtent we generats ingams in Gerwany or Belgium in the intervening periods, oor effective noeome tx racs wonld also be impaceed by the éxiztence af
quch waluafion allevamce, becguse sueh income wovld effectively be nscoghized withaut any asgaciated ner income (o expense, as we would reverse a
portian o the valuation allowsnce 1o offset the income 1ax sxpenee etoribotable to goch tncome o addition, aty ehange in we Jaw related o the indefinite
carpformerd period of these NOLg cowld adversely impact our ability 1o peverse the valustion allovance in full Coneistent with our expeclation reganding
s conisolidated resuls of operstions in 2% 6 (a3 discussed gbove in the “Chernicale Ourloek” subasction), we cuendy belisve it is likely Kronos” Geyman
and Belgian operatione will report improved operating wegalts in 20 6 8 compared 1o 20 5 Howeves we rursnily do oot expect that ove German snd
Belzian apersting resnlrs wonld improwe 1o such an extent in 20 6 thar reversal of the valuation allewince in fll would be sapporned by the presince of
sufficiont positive evidence

We recopnize defemred income wxes with respect oo the excese of the fnanctal reporting chmying smount over the inceme a2 basis of our
direct ipvesment in Erones common stock becanes the sxemprion undec GAAP 1o avoid such resogoition of deferred incame toesr iz oot availabls 1o
ug There iz 4 maximnn amannt (oc cbp) of such deferred income axes we are required 19 recognize with regpect o our dirset investment in Kmonog, and we
previonsly reached sueh makitom amomunt in the foucth quarter of 20 0 Sinee thet time eod throwgh March 3, 29 5, e wers noc reguived to reco gnize my
additicnal defared income faxes with reapeet fo our direct Investment in Kionos becauss the defermed income fanes sosociated with the sxcess of the inancial
TEQOTINE COTTYInE nmounT over the income 1ax basis of ourdirget invesfment in Kronos comman stoch contimed 1o be sbove such cap  Fowseer, af une 30,
20 5, the deferred income vaxsy associated with the excees of the fineneisl epoding catping amount over the ineomme ry bagin of our direct investment o
¥yonos common sock wae, for the Bret time mnee the furch quarter of 20 &, belowr such cap, in large part doe ta the net losa eponed by Kronos in the
second ruecter of 20 5 Accandingly, ovr prosvision for ingome xee (n 20 5 includes an sggregate non cash income Tax benefit of $20 3 million for the
reduction in the defered incoms taxes required fo be moagnized with respect ro the excess of the financial eporting camying amounl %er the incorme Tax
besis of vur direct investment in Kronos comemon stack, w the exlent such teducton relaced 1o our equity in Kronog' net lass A submantial portion of sueh
522 3 million was recognized in the second quarmer of 20 5, with the remainder recognized in the third and fouth guarters  3ueh amoont ie included in the
table of our income tax rate reconcilietion for incremental net benefit on eamings and logges on non I3 and U S enbeidiares in Node 2 o our Consolidated
Financial Statements (in addition o the other items indicated above) A ponion of such reduction alae related 1o our equity in Eromes” other comprehengive
fncotne (0ss) items, and the ameounts ehowo in the Lable above for income i expense (beneflt] allocared to other comnprehengive income (loed) inclides
amaunty relaed t our equity In Kronos' other comprebensive moome (ose) itemz

Cir ineome [y expense wis vorably impacted by an agpregans non cagh income fax beaefit of 53 7 million jo 20 4 (mostly m the second
quarer) related 1o 4 ned peduction in ot tasenre for unosimain tax poeiticne
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A5 diseussed ghave, our ingome e expeoge in 20 5 includes 3 non cash defered income cox expense of § 350 million related 1o the
Tecopnition of o deferred income [ax deser waluation allowsnes far our Ceomen and Belpian operations, and a aen cagh defored income cax banefic of £24 3
millict asscciated with the reduction I the deferred Wncotne 1axes required to be recognized with reepect to the excese of the financial epoding catrping
urmnount over the (neome tax bagie of oor direct investment in Kmnos common stael Ceoerally, we expect the effective tax rave apsociared with pur non 175,
eamings 1o be loswer than our U2 starutory tax mce of 359 Excluding the irapact of the ner reduction our reeense for uncerfain ek positions in 20 &, our
effective tan rate in sngh pericd was (ower than the U8 federal satveory 1ax meve of 35% pomanly due 1o ournon U8 esemings  Our effeetive tax sare io
10 5 excluding the impact of the defermed income tex asset valuation allowance and the dsfred inpomes tax benefit associated with our direct investment in
Tromos we recognized, was higher than the 13 federal statyoory tax rate of 35%, pdmadly due to a current U8 income tax benefit accibutable o ot
year logees of one af our Chemice] Segment's non U5 subsidianes

W recagoized income the expenss of 532 5 million in 20 4 and ao incotne tax henefit of $& O million in 20 3 Thiz difference is pricoadly
due o floctuadons io our estnings See Mote 2 1o our Congglidated Financial Statemente for a tabular reconciliation of oUr stamtory tax sxpensgs w our
agmal tar. expenze Some of the more eignificant items fmpecting this reconeilialion #re sumiosized below Our ipcotas rax beaefit in 20 3 includes an
nEpErEgnie § million benetit related o the re measursment of cur defared ineome 1ax ability with ceepect to our investment in BRAL from capicsl gains
1R168 1o Jividend receiped dedustion saes, ingluding the defered income taxes telared & 7] the gain fom the remessurstnent of our erising inveement in
BMT o eerimened fait value and (1] the bargain purchase ghin related 1 the additions] ownership interest in BMI acquired in Dectmber 20 & See Motes 3
and 2 o awr Consolidared Financial Stamenents See More 2 oy our Coneolidated Financial Statements fac o tabilac ceconciliation of aut staturoty ax
wMPE0Es IO OUT actial 8y expents, and 3 mnmoaticn of seme of the moee significant itams impacting this treon siliation ’

Moneantraliing Mnrepest in Wer Sacome {Losg) of Subsidiaries MNoncontrolling isterest in operations of subsidiaies decreaged from 20 5 to
20 4 pomawly due 1o decreased opemting incame of Konos Moncononlliog inteeost in continning operations of eubeidiones inereared from 200 4 w24 3
primanly due 1o incressed opersting incotns at Kionos and the sdditian of noncontmolling inferes in BMI and LendWell during 20 4

Reloted Porne Thanstemony  We ale 2 pamy 10 cottain mansaccigns with relaced panies Ses Mote 6 o our Consolidated Finaneial Sracments

Assumprions oo Deflned Benef Fension Blans and OFER Flans.

Defined Beneftt Pensien Plans  We maintain various defined henefic pension plang in the U8, Burops and Canada Sce Mote 10 gur
Consclidared Fihancial Statemsents

Undar defined beaedfic pension plan accounting, we recognize defined 'venefit pension plat axpense snd prepaid and eccrued pengion costy
bazed on cemain acmarial asmmptions, principally the sesomed dissount tate, the asgaumed long term rate of retum on plam assecs and the assmed incresse in
fiurpre compensaticn levels We recopnizs the full Gumded stacug of our defined benefif pension plans gs either an sssel (for o verfunded plangh or a Liability (for
underfunded plang) in onr Coogolidated Balance Sheet

We recopnized coosalidated defined benefit pension plan expense of 336 2 million in 20 2, $23 0 million in 20 4, and 523 7 willion in
20 5 Ingloded in our 20 3 defined benefit plan expense is a curtailment charge of 87 3 milllon mesultng fom anendments w ons of our Canadian
plins  Cerain nen U8 smployees ams coversd by plang in thelr rgepeetfive counttes, poacipelly in Gormany, Caneda and Norway  Participation in the
defined benati petision plan in Genuany wag clored fo naw pacicipanis effective n 2005 Genpen smoployees hired Beginning in 2005 participats in o new
plan in which the retirement bensfir Iz baged upon the amount of orployes and employer contibudens to the plaa, bat for which in accordange with Gennan
‘| the employer guaraatess a minimuin tare of eemm on invested ks and o goeranised indexed lifetime benefic payment after retremnent baeed do the
paricipant's azcount halance acthe dime of retireroent In accordanes with GAAT, the nevw pensicn plan is agcounted for a4 4 defined benefit plan, poncipally
because of such puaranteed minimwn cate of Euen and puaraateed (ifsrime benefit payiment  Parivipation in the defined benefit plan in Cayada wich respect
10 bhowrly and salaried worders was closed 1o new panicipant in December 20 3 and 20 4, respeciively, and existing hourly and salatied plan participants
will oo longer acemue additional defined pension bensfits after Decenmber 20 3 and 20 4, mepectively  Our T8 plan far both ML and Krones was elosed to
DWW paCiicipaots tn 596, and existing pamicipants 9o longer accmed any additional benefits after that dare The amonnt of finding equivements for thess
defined benefit pension plans i generally baked upan eppliceble repulations {sch as BRISA in the S ) and will genemlly differ finm pengion sxpenge for
fingmeial epating purpeses The smovot of frading requirerness for hege defined benefit pengion plen is genetally based upon applicable wgnlstiong
(such a5 ERISA in the U3 ). wnd will genemally differ fiom pencion expenss necngnized under GAAT fe financial reponing purpeses We made contribulicne
to all af gur defined beoefit pensicn plong of 528 4 million o 20 3,32 7million in 20 4,and ¥ £ 0 million in 20 5
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The diecerdm rates we-uge v delerminiog dofined benefit pemsion expenss and e velaizd yetision: obligatons are hesed oo comén inleresy
miee gamed po long verm bondy thacreecsive ore of the fwp ighes mlinge given by meogoized mniog ewencics to the applicsble cooniy where the defined
benefil pension benefit are being paid 1o addiilon, we eeeive thitd ety adtles abwot apprpdate dised ot rates and thece sAvisoms may i strae cases Lse
iheir v matket idices  We adjust hese dumwm rates as of cach December 3 veluation date 1o relect then gumen inferest mtez oo dweh Ting b
bands We uge theésn diccount mice o datermine Lhe sotuarial present value of be penzion obYpatlons g5 of Dicembar 3 of (fad yesr We also oo lhm
Aizcowel rates 1o determine the interest componeat ufdefined benefil pension expente forthe follawing yesr

AL Drcember 3,20 5, sppriximately 63%, 5%, 3% and, 0% of the pwjeﬂdn:l benefil abligaiong telated 1o our plans in CGerminny, Canada,
Norway and. {ke 175, rmpa:hvéljr W ute srjirdl differegd diecounl mée seyimpitite i determinlng aur consolidaled defined benefit pedsian. plen
ohlipation and expenss  This o becanse e mainlaid defried beneflt gension plons in sevees] diferent counuies in Bovspe and Nﬁrﬂi Aroerics mpd the
fuierea mie ey ronment diffies Bom country o coumbny .

We nzed Uhn Boblowing discount raled for gir defined bensfit pensioo plans:

. D xcomint rade el Tars
Obl par any XLyl pal s . o gl o
a1 December 31, 2013 ol Gadamber 30, 2004 o1 Devamber 31,2043
neil gapenes | 2014 nod e pmnpe o 218 . Exgunae 0 2416

¥ronod snd ML Plansi " L . - . . . .
Jemniay . _ 3 5% _ 2 10 23k
Canada . CodAw 7 £ R |
Narway _ ) o 4o S ra% 2 8%
s . ' o 45 S R HuG. O d oy

The axpnmed lorp 16mn mie of eiom do plén assels wpesenta the carifisted average mtd of eaiogs expected 1o be comed of the finds
invesizd orio be fuvested in the plans” asseds provided 10 fund the henefit paymnools infiprent i the projected. benglr obligations  Unlike the discownn mie,
which is adjusted agcly year bagsd on ehanges in cumenl long lerm interadt mizs, B sonmed Tong tem ate of retum an plea 2sseds will nol necessatily
eharpe bised upon the actual ehot leom pedfbrmance of the plan aceets Th aby pdeh yéor  Deffred Wenefil pegion suponse cuch year g based opomi the
assumed Tong tem g of retem on plan assets for cach plan, the actuigl Bifr valne of the plan tesels sa of the Yeginning of ihe yeir and an cetimané. of the
emuni of confributions Lo and disidhorionz frum e plan during the year O ffemencen Heivesen the expected rétuh on plan asers for & ghven veer aod the
actual mmm e defored und amotied over (e periods based either apon i expecisd avengs minaining scmvice il of the actbve plan-patticiyaty (for
oo for which beaefils sre @il being sermed by aceive empl oyees) or the evemige temaining (L expeclancy of the inaotive pu:'trmpams (focplans Hr which
henrefils ate nen 46501 Deing earmed by adlive smplayees)

Al December 3, 20 5, the fair veloe of glan sssets fir ol defined bogefil plats conrgdzed. 547 6 million tedated w S plims ond
5382 5 willion welaed Lo Eumg::l plans Suhstantiafly 4li o plan assers anribudshle to il g plens related o plans mnlmained by Krtroos, and appeosimately
T % anid 799 ol the-plag dueus dttribulghle fo T & plane related Lo pland mginisined By HLE 2id Kronos, respectivaly Al Decertber3 20 5, approdimately
58%,24%, 2% and 4% of the plen wseets ol Kronos® plins won in Geomosy, Cinade, Moy and the U8, respettivaly "We wie seviral difartni laog tenn
ERbES of TRElm on plan adeet assumplions in detenmining our sqoeotidated defied berefil pension plan expamis Thisis becanse e plan azeets in Affarcat
couniries am invesled in a diffemn? mia of iovesments wnd. the fong tenn iz of menim. for difetens investorionts d.iFEr Eoms poomtny L country

In detenmiindnp the esxpected 1ok tarh mle of roum o plen asser assum*pucrus, e ponsidér Tia lowg (erm nsesl mix [ag equity ry el
ivtsirinee) Bor the s5eis fir oveh, of nur plany and the expesed long formm ratoy of tetem T such-Kaeet components . In addivion, we moceiy e Brird’ party- wdwica
afwilt appitoprigts long toom mies of retim Sibstentially all ofibe asvets of iir (75" plag s mvested 7 the Cotabined Mastar Relifsrrint Trust *CRET,
& vollective nvesiment (s sgoosored: by Conlran 10 pémnil he collsélive nveastiicst by ceraln mastir tras1g which Gund ceraln oploges Bedefils
spengored by Conlean asd senain of ive alfiliales, inclyding us  Fach assimed sseel dixés we disenased in Note 10 our Consalidaled. Finacia]- Sta s
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Chur prargiot plan weighied avemsge assed sllocations by asel carmeory were 06 follows

Decepnfua T, 2074
) L3 #romw ny Caouru ] Narrey . EMAT )
Equily securities s limited parmerships L C3R% R 6%
Fixed income munnts 70 58 62 ) . A
Rl etate - . ] g . ’ . B R .
CQther ] L I g
To! ) o e T 0% Dods - . B 0%
Desedindos 3. 2004
o Germaby Canwida j Norwey . E'h'ﬁ'_ ]
Egnity sekupitics ad Timited parmershipe - . S 9% EL D R .
Fixed incore soinrities &7 a7 £t a2 .
Realf gitatn a ' S : . B -
Orther i ) o -4 %
Total 1 : o ' o - . 0% % 0%

We repulady revigw our achigl 2rsa allodalion for each. non U2 plaw. grd. wil! pédodically whalance the invesbivents In cach plan 16 more..
neoyrentely paffect (he largatsd allocsiion whin copsidemd appropriaty  The CWRT rhsiee and inveslment commiltes do wol siaivtain a specifs lapet aseef
ellaealion in order 1o achiave thelr objectives, but nsiewd they periodically thaage Ihe naset mix of the CMET baséd upte, smdng olher thinga, advica rhey
receive Fom thied parmy o dwvisom and diir erpectations pparding poleriial retums for vadoos investment diberalides and what weet mis will generate the
greaieal ov grall. refum whils malnluinig an noceplapls (evel olnsk

The aztumed long (eom mes ¢l wtum on plan, sssee ceed Girpurposts of determining necperiod pengion cast for 203,20 4 and Z0 5 e ay

[l leriwss
) INLF B¢ | 1dL5
. E"‘jﬁﬂﬂﬂgﬁmﬂ[‘l“ﬂ B T : . — .
OTmany ] 4 Eig 43% L 43%
Coriads” - - . 9% - E RN A%
Tarwny o e S 4R IB8% 38%
U8 S e : S 00% - 7 58 ) 7 5%

We cutrently expect 10 oo the samie long f=mm m‘u: u’fm:mm on plnn A, n.imm]:lt[unﬁ' in 20 f.az e wed 3 B pmpnmﬁfdﬂmﬂmmg )
ﬂm.‘iﬂ & defined brnefit pension plan expense

Ta the exient thal o plan’s paricwlr peasi B*:mﬁl fcmiula caleulates the pensinn berefil, in %hisls o7 id pan braed wpin fitire SHmpEnSHiTim
lesvety, the prajecied Benefi sbligatlans wd the pension weperive will be based in pan upon expected Incrésvis Jo flbure compensitiis levels Forall ofaur
plang for which the baiefl fonnula i o caloalated, we jeneeilly hase the somimed eapected (oo o fihire eovpensation tevels hon dvempe odg it
i faflen mtei For Toe applicebls coonioy

Inn wdddirion b the acmuarial assunptiong disalsed altig, hie ammont af recd gnired defned benefll pangion #xpense fmd the amoant of et
peniion 2sged and nel penaion liability will wiry boeed upon selative chonges Ik comenty exchanps rales

A reduction I the seanned disnanat miz generlly remults io an actunrial Joss, &s the scludbally defpnminad preceol value of cabtmated ffu
beoefit payreots wifl loccose Conversaly, 2o imoreaze in the assumed dissoun, rale gonzmliy mde in wosetuarda] gan Ioaddition, to acbee] riom on
ylan ppsets for a pives yearehat {e groater than the asmed riom an plin agsels resilts in s acruardal g, whlle'an actial-Fatum gnplas asmte (el &5 1o
thine the assivored metin waclts i an secuariat loss Otherdelual omeomes that diéy fond previos dmuntptions, sueh = indiy{duals living 1onger i shors
than assuméd i oralify fables, which are alzo vsed p deleming the eckitidelly detormlned pregent value of eslimaled Nt b ot payments, cherges ik
aich. mortality table fhemselvied or plan amendmenty, will efso resull in acbusedsl Tomes sz gains  These amowats mo réoopifzad in other comprehensiva
inceme B additlen, sy sotiania) gains peberated i futivte periods ewould medice the mepative amomnizetlon elfeci. of any oumilnttve unhecognizad a,nruu.nnI
lgmeg, while any actuarial logses generated in Risure periods wivld mdace e fryomble nmetization efect oTany stomulsdive) mu'e-cn prized actuactal paing
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Duving 20 5, ovr defined benetin pengion plans generated a combined ner gemarial gain of § 3 million This astyarial gain rempited primayily
from the increase (o discount mtes from December 3, 20 4 t0 December 3, 20 3, partielly affeet by an actual rétum on plen acsers dudng 20 5 below the
expected mhu '

Hazed an the sowsnal essueptione desctibed shove and our cument efpectations for whal actual average coency exchange rtes a1l bo
during 20 @, we curently expeet our aggregare Jefined honeti pengion sxponge will approximare $22 million in 20 6 [n companeon, we cumently sxpecr to
be required o make approximately £ & million of eggregaie contobulione to such plans durng 240 6

A3 noted above, defined benefit pénsion expenet and the amounts recognized ps prapeid end accmed pension costs are besed upon the
acmarial asenmption: discuesed above We belisve sll of the actuarial assuinpricns wesd are weagomable and approprisve K we bad lowered the aesumed
digoount rates by 25 basie pointe for mll of our plans as of December 3, 20 5, our ageregare projected beoefic obligarions would heve increased by
appreximensly $29 million a1 thes date, end our #peregate defined beneft pension expense would be expected 10 inorass by approxitmerely 32 millien
duging 20 5 Similatly, if we lowered the agsumed long temn rateg of vetum on plam asgets by 25 hasis pointe for all of our plane, ovx defined benefic pengion
expenie wonld be expected fo increase by spproximately 8 million dofng 200 5

OPAR Flane We provide cemain health care and life insurance benefite for cenain of aur elipible retirsd employees See Mote [ QUr
Covgolidated Financial Stalements AY December 3,20 5, spproimerely 54%, 25% and 2 % of ourapgpiegats apomed OPER cogte relace tp Kronuog, NL and
Tremont, espectively Kronos provides such OFEB ‘benefits w eligible rpritess in the (78 and Canades, and ML and Tremont provide snvh OFEB benefits
sligible retiress in che TVS Under accounting for other postreticeroent employee benefity, OFER expenss and accrued OFEB costs ame hased on cemtain
foToanel assuroptions, principelly the assumed discount rate and the sssumed rare of ineteasss in fomioe health care coste We recogoize the finll unfinded
mains of cur OFEER plans a5 # Llisbility .

Basad on zuch actosrial ggaumpriong and our epment expectation for whet actual average comency exchange rates will be dunng 20 6, we
expect our conealidated OFER benehit will appraximate 3 million o 20 6 becanse owr OFER plans have oo plan assecs we will be requicrsd 1o make the
entite bepefit as of contributions 1o such plans duddng 20 &

W beligve thar all of the acniaral assumptions usod are mrascnable and appropriate  However, ifwe had lowered the sssnmed disconnt e by
15 hagis poinrs for all plans ae of December3 L 20 5, owr aggregace projecied benefin ehligetions a1 shat dete pod our OFEE cost dering 20§ would incresse
by approctimarely $ 3 millivn  Similarly, » oos penceat ersnumed chenge in health ¢ae wend rares for all plane would not macenially impact our OPEE coste

Fareign Operations

Wa have substantial gpeeatione located outeide the United States, proincipelly our Chemicals Bepmenrs aperadons in Burope and Canada The
functional cumency of thess opecalions it the nmal ovoency As & rezult, the repotted amowt of enr asgecy and liabilices related to thege fareipn opamtions
will flucouste based wpon changes in cutrency exchanpe tates A Dotember 2,20 5, we had eubstantial net assers denormintted in the enro, Canadian dollar
and Noraegian krone

LIQUINITY AND CAFITAL RESOURCES
Cangolidated Cash Flows
Oparailng Aorivikier

Trends in cath Howe fom operating activines (excluding the impwet of significant agser dispogitions sod relative changes in aesete and
liabilities) are generally sionler 1o trends [ our operating Mcome

Cagh flows fam operating activities decreased from $67 3 million in 20 4 to £23 5 million in 20 § This $44 & million decrease tn cazh
provided by opetations vz primarily dus o the nes effects ofthe following iteme;

e congolidated operatlng logs of 85 4 million in 20 5, o decling of ¥ 75 6 million compared to operating income of § 70 2 million in
o4

& lowernet cagh paid far incame taxes io 20 5 of $23 2 raillion eesulring from our decreassd profitability,

»  Jower aec disoibutions reeeived fom our Ti02 joinf venfure in 20 5 of 34 million, pomeatily due 1o the diming of the jéim wemure's
watking eepital needs, '
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lower gash [indtng ol persion jlanyin 20 5 ofF3 7 million; and

changsy in receivables, invenodes, paysbles snd sccrued labilifes in 20 5 provided 52 3 millin in et cash compured (@ nel oath
wied afd 69 million in ZF 4, o incrssse in the aroonal of césh provided of § 39 2 dilisn compheed 10 20 4, pdmadly dus io the
refutive changes in our layveatories, weoefvahles, prepaids, [and Beld For develapmedil, payabies gnd sdongals

Cwth Fows foms uperating aclivitles deceared fom $ 7 wdilion in 20 3 {6 6T 3 sdflicn in 20 4 This 340 9 indlioa dercosse in cash
provided by o porationg yas primrly due i this gel oftats of the Bilowing fems:

conpalidaied oparabing Incotne f % 70 2 million fn 20 4, 4 $3E 9 milion impéovernsent somdpared Lo an opemiing loss ol 387 s
o3 ¥ '

highernet eash paid for insome tages #I0 4005 7 & milllion vesultiog Fom cur frcreased profiuability;
lower agh Roding of pereisn plangin 20 4 o386 T million; snd

changes 1o teceivilies, moentoned, payables and scomed Hehitities in 20 4 used § 6% million of et caeh in 20 4, o déerase 1o the
smount of cash provided of 84 0 5 millisn compad tn 20 3, primarily doe o the mloive chmges in our inventaries, receivatilss,
prepilde, land beld fog developroent, payabiles and geiraais, primarly dus o s sifoi Seand arsount o Fepshipeovided by mistiye changes in
eaze oy epforiesin 20 3 rerulling poosipelly B Lowdss in venlocy coiF 19 oUr Chemgicals Sagmenl '

Changes in working capival wers sfected by arcounls receivable and inventory changes As shown elow;

Kromos' average diys esles outerinding (“DEC™ Vinoreased. o Decenstier 3,209 4 6o December3 .20 3 due to igher sileg valume
20 5, pantially ofzer by the eMect olTower saled prices i the founh quar er €240 ¥ assompared to the fogrth e _c_rI‘ a4

Kriniow” averge duye sales In invedtony (D58 facetisad fom Decentber %, 20 4 10 Dectrbot 3, 31 5 16 to higher inventory
volumas ofRet by (oot evortpny Tt makeriel cogts ’

Cﬂn-m}{“a' avetage DS0 dixecnsad slightly fom Deca‘.:mb-:ri L 20 410 Décember3 |20 5 as & resnli 67 ihe liming of sales and pollections:
i the 1agt vaendh G20 5 &3 corapared o 740 4 :

CompX's averape BT dicrsisnd Fore Dedember 3,20 4 bo December |20 5 o there normal fovels f]lowloyg e imdemtiomal fouch
quarkr invertory tafld w1 (e sl 6F20 4, in woticipativn ofelsvabed sales o dady I 5 ’

Porpémprrarive ploposes, we have alsh provided compsratle pﬂur yeur udkidis bl

Eroncs:

CompX:

‘e 31, Dieeomber 31, Deémber 31,
‘1013 1014 - 105
 Duys sales aut.r:fandi.ng N ._ -31 dnys & days o G5 duys
Dhays wilos inimwdnlony - © o 75days N Té days : . Bibdwys
Dyypgafos epigtindlng . . . 35days .- 3dayz T My,
Doy galeg E bovon tory 76 days ' O Qiys T6 dayy -
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B do wet Meve coTnplete aocess fe he eash Hows of ur mejerdbhy awned subxidianics, due 1o ped v Viallee kb ied o ceftain eredit
agresmnence g pur gubgidjnties and because we do not own  00% of theee subzidisdes A.detail of our consdlidated. oashi Howe fram operatiog aclivities ia
presented inthe ruble below lnlercompiny dividends heve boon elibmoied

Y eari sned Dieceminer 11,
1013 . 2014 018
{ln . 0 o)

Cash pmvﬁim‘ by {tized in) apsnﬂifﬂg L )

aciiviiies: ) . : = o oo . T . o

Krones o w50 W ¥ sk

. Valli enclusive of subsidiades 0 608 _ 55T S 1.

CormpX ] Hd ] Iz 1335

- ML exclogive of subgidiafes oL " g ) S20 1%.6
Waste Coniral Specialisty . ' a {Ta] T dy
Tremond © o . L {3 ' . 37 _— Ly
BMI _ _ : N 59 _ LT
Ll Well S SR _ 48
Ot L (6] AR S -
Elfminations - ° : S ey {75 6) T el

Toal g T % 671 & - 218

fhverting Aciiviies

Wi diselose capital ¢ipendirass by our busines segments b Hote 2 to our Convolidsted Finaneial Statements AL of ourcip imlized permit
<0813 redate 1o our Waste Madageinest Begmant

During 20 § we had we procesds of § 4 mdlliog fom the disposel of markersble secidtics and we hed nat residiefed cash paymimiz of
10 millioa, soe Note T 10 owe Consolidaiad Fipanetal Slajaments

Durigg 20 4 we bad aetgurchases of § 7 willion of madetahls meonrities and we reéeived anel § % 6 million Bem the release nf resrricied
cash, s Motcz 2 and 7 ig oor Cogsolidaed Fipaneisl Saemens
We hud the Bllawing Tnvesting activilies didng 2§ #:

v wepaid §5 3 million in cath (plus e fsued o promissory newe and.a defemsd payment nhhguln‘nnjfupm-r:hmud,ﬂmﬂnal iivvevests fn BhT
and LandWell o December 200 3 Thabs Dirinesses bad §27 ¢ million in cagh wnd cash r:quwa]mmat tre Decsmber 3 , 20 3 apquiyilion
dere, see Mote 3 to our Conpolidsted Finawetsl S‘Im:mm

»  wecollecied 53 imiflion in prdctpal psyTrenia o e naie reckivable;

v womesived 3 6 million in net proceeds on vhe sale nfan seesi held for sele;

»  womade requird paymenls of§ 4 millio o cédaln collafieal frugrs for WS, and

s wereceived net proceeds fromt the aalee sod purchases oCall othes marketebl e securifiea 0FF3 2 milliof i eariesl- (ranenciiong

Firanping Aeuvities
During 0 3, wa:
% bomoved anal 8240 million on Waihd peredis feoility wilh Conimn; and
®  repaid § 3 oillice wnder Tremont's promisoory aote pryible

Durmg 20 4, wer

w  hooswed 348 3 million wadst Kiotees new Lm'm Indn and sbgequently copnid 32 £ million:

] w;aaid § 0 0 million wnder Fobtioe' mote payvable 1o Conliang )

v  bonowed 58 0 mwiilion uador Kmies' Morth Americen, aredik fatity and subsequeplly mpakd §%2  million;

L1

[, o —— e e e e ARARLANm A = =g = = . et e
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botrowed a ner B 7 2 million an Valhie eredit facility with Conrran;

& rppaid 57 million under Tremont's ptob ssory note payable,;

* bomowed$ million from i Capadizo sconomic devel ppsnt sgency and

» sepaid § ¢ million ooder EMI'2 bank note payable

Dwring 20 3, we:

o voluntarily prepaid B350 0 million principal amawnt of Eronog’ cerm loan;

*  bomrwed ¥ 90 O million underEronos' new noce peyeble o Conmwan, and sibsequently repaid 520 0 milliog;

*  bomowed T 62  millian end subsaquently repaid 8 5 O million ander Kronos' Mocth Ameocan credit faciling:

o homewed € 0 willion (F 28 million when botrowed) oo Erooge® Buropean credit farility and soheequentdy repaid €20 million ($24 5
million when cepaid),

* bhamowed § 7 million from a Canadisn economic development agency;

prepaid B2 5 miltlion retnaining principal amount ubder Compil’s pramissory note payabls 1o Timer Finance Management Company, a
mhbeidiary of TIMET {3 company formerly affiliated wich vs);

borrewred 4 ool F48 9 million oo Valhi’s ceedic facility wich Conren; and

[Kmmos repurchased 49 000 shares ot 1ls common stock 1o open maded transactions forE 7 milion

W paid aggregate caeh divideods oo our commen stock of $67 9 millien in 20 3, 537 3 million in 20 4 apd 327 mwillien in 20 5 (F 05 per
shere in the first quecter of 20 4, sod £ 02 per sheve for the second, thitd and fourh quamwers of 20 4 and each quarter of 20 3)  Digrrbutions to
ooneontralling iotersso in 20 3, 20 4 and 20 5 are primarily comprised of ML dividends paid o sherebolders other than us; CompX dividends paid o
tharchalders onher than WL, and Kronae cach dividends paid to shersholders ather than vs and ML

Ocher cach flows from Apeneing achwines i 20 3, 20 4 end 20 5 relate piincipally o shams of common mocl: igrued by we and our
subsidiaries upon che exersise of stock opricns orthe issnatee of shanes o direstors

Ouistanding Dt Dbligatons
AiDecernbers 20 5, aur somsolidated indebredness wis somprised of

Walhi's $250 million loan from Snake Biver Supar Campeany due 1o 2027,
Valhi'e $2623 & million outstanding oo ite $325 million credit fucilify with Contran which 15 dueno sadier than December 3,20 T

5343 9 million sgeregate betowing under Eonos’ term Toan (5338 0 wmillion camying emount, nét afunamertized ongiosl issue discount
and debr issuanee coses] dve thogugh Fehmany 2020,

W' Gnancing capital lease with andrews Comory, Texas ($65 6 million ovteranding) which has an effective Intarest cate of 7 0% and is
due in moarhly installinents through Angust 2035,

Trwmots's provhisscey noto payeble (8 7 wmillign cuwmanding) due in Decamber 2023;

£% 4 million oo BMY's bank note payable (39 3 millien catrying amount, net of dshr ismance cogty), due tﬁraugh January 1025;
$3  million on LandWell's nofe payable fo the City of Hendereon due fo Oetober 2024; snd

approximately £ 3 & millics of other indsbtedness, pritnarily capical lsage abligadone

Clertain of owr credit facilities require the tegpective borrowens To maintate a mumber of povenancs and restdctione which, smong other things,
TegricT aur ability to inenr addicional debt, ingar lisng, pay dividends or marge or consolidave with, or eel] ot traoefer subatantially sll of our esseta o, another
entity, and contain ather provisions and eetrictive covenante ¢usiomary in lending transactions of this type Certain of our erodic agresmeies comnain
provisiona which could cesalt io the accelerstion of indebtedness prior 1o their staved maturicy for reasons ocher than definlts for failure ta comply with
wpical finansial of pavinent covenants For example, comain eredit agresmencs allow the lander to accelerate the meuoricy of the indebtedness upon & chanpge
of contre] (82 d=fined in the agmement) of the bomawer In addition, sertain aredit agreements could result io the acceleration of all ora porion of the
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indebrednese following 2 sale of aesece cutedde the codipary course of business Kronos' Menh American and Busopean revalvers contain 2 mumber of
cavensnty and restrietiane which, among other things, restricr its abiliny wo incur additional debe, ineur liene, poy dividende or metge or oonsolidate with, oo
gell or transfer substaatially all of its agse1s 1o, another eority, and conmioe other provieions snd mEsIOCiee covenants susromary 0 lending ransactioos of
thietype Eroncs® Burcpean revolving credit faeility also mguicss the maintenancs of cettain financial vuics, and one of such requivements is bazed on the
matio afoet debs o the last ferelve ronths ERTTDA of the bormowers  The terms of all of our debr insrmaments fneluding revalying lnes of ctadit for shich we
have no owgEnding homowings ap December 3,20 5] ave diecueeed in Mate § 0 aur Consolidsted Finaneial Sarements We ars in complianes with all of
our debl covensate at December 3 |20 5 Wi believe thet we will be gble 1o contione 1o gommply with the financial eovenants conteined o our cedit
facilities theongh theit oty

Futyrs Cagh Requirements
Liguidin

Qur prmeny source of liguidity on an oogeing hasis is our cash flows fioun operadog sedvities and bomowings undec vacions lines of credic and
nates W ganerally use these amounie wa (1] fond eapital expenditares, (31) repey short tenn indebtedness incurred pricaly for woding capital purposes and
{iil} provide for the puyment of dividends {ineluding dividends paid 1o vs by owr subsidistiss) o wsamey stock purchases From time ta dme we Wil jueor
idebredness, generally w (i) fund shom cerm working capital needs, (i) sefinance existing indebredness, (i) make investnents o moakcerabls and ather
secuyities (including che acquisiion of securitics issued by our gobsidisnes end affiliates] ot {iv) fnd major capical expendiniree o the acquivifion of other
pegsets aulside the ordinany course of business Docasionally we 2ell ageers owiside the ordinary couree of boelness, and we generally vse the proceeds To
(3] cepay existing indebtedness (inclding indebtedness which may have been collateralized by the assets sold), (i) make investmenrs in madcerable and
other szoumitize, (i) fund major capital expendivures o the soquisicion of ather sssers outside the ondinary couree of business o (iv) pay dividends

We routinely compare oue liguiding tequirsments and altemarive wses of capital sgeinse the extimazed future cash lows we sxpect to receive
froro owr subzidiacies, and the estimated gales value of those unity As & result of this process, we have in the pagt gought, and may in the fture seel, (o mize
additional cepital, refinance or restrociore indebted ness, reporchasa indel redness io the market or ofhersdse, modify ovr dividend policies, consider the sals
of our interssts in our sebridiafes, affiliares, bosiness unite, marketable pecurities at other ossets, or taks a combination of thege and other etzpe, to increass
liquidity, redvcs indehtednzce end fund futors aetivities Sech acnivities bave in the past anpd may in the fiomre invalve related companies From time 1o e
we nd oor subsididces may eater into intscotrany loans 48 & cash managemem ool Swech notes are stenctonsd a8 wevolving demand noes and pay and
TRCEIVE [Tt oL TOITAE We belisve ate Thore favarable than surment deby snd investment marker rates The companies thae bomrow under these notes have
sufficiens borowing capacity to repsy the ootes o7 sny tine wpot dermand All of fheee notes and related inierest expense sod incomme ate eliminaed in our
Consolidared Finaocisl Statements

We periodically svaluate acguisitions of interests in ot cotabinations with companiea (including ouraffiliates) that may or iy Lot be engaged
in bugineszes related o our cursnt businesses We intend o coneider euch acquisition eetivities in the ftore and, in fonnection with this acdwify, may
consider issuing addilional equiry secarties and increasing indebredness From thine to tme, we aleo evaluate the reetmetning of ovnerthip iotecests amang
aur regpective subeidiaries eod related compenies

We believe we will be abls 10 comply wich the financiel covenents conteined i oo sredit feilides through cheir maturities; hotesen, i furore
operating regults differ materially from our sxpesiafions we tmay be wnghle ko maintein compliance Bated upen our expectations of cur cpermting
pedfommance, and the anicipated demands oo our cash resources, we expect to have miffieient liquidisy o wmeet our short 1eemn (defined ae the twelve month
petiod soding Desamber 3 ,20 &) and lang ferm oblizetions (defined ae the Sve year petiod ending December 3, 20240) In this regard, see the discnssion
shavein “Cheersnding Debi Oblfganons. " I acta] developments differ from onr sxpectatiane, aur liguidity ¢ould be ad verssly affpeted

ArDecernberd 20 5, vehad caedil available under existing facilities of % 34 § ndllion, which was comprised of!
o 5255 M million wnder Krnos” Buropean evelving credif tacility;

5§68 3 million undec Kmooos' Marth American revolving eredit fagilicy; and

¢ 50 2@ million under Valbi's Contran eredit faciliny

{1 Based on the terms 0f Eranos” Ewropean credit facility (including the net debt io EBITDA foancial teer discussed above), and the bormowees” BEEITTIA
averthe lagt twelre monthe ending Decemberd 20 5, Kronos® bomowing svailability o Decsmbec 3,20 5 under thiz fuml:f:.r [ AP PriEimAaTely
9%% nfthe coedit facility, or €23 million

&1 mmouncs aveilabls under this Seility ace at the sole disometion oF Contra
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AL Degeraberd |20 5, we had on aggregale of 8235 9 milan of resiricied and darsircted cash, cash aquiivalents and tizds el nble fecurilies A
detail by gncity ¥ presented inohe ehle belor '

Tolal Hitd ol de
amaunl L.E,
’ [In wo L owi) B
Krotos ' ' o A T R
Compk : L 8ta
ML exclugive of ita subsid] dries : - o 3
wes o L Le.2
B - oL . T =
Trezziont exvlugive ol ite subisidisiss ] BE
Land'Well © . . : - i
Wilhi exclusive olie subsidisres ] . A
Tatal cash and cdeh eqoly eien, metdeted cash and marketablie . Lo 1o
perudiisa ' - : ¥ . 185 § : 793

Capital Epeadity res and other imeasimeniy
We parrenuly sxpeet our azprepate cipilal expendibets It 6 @il be approglmarely 395 million w7 follows:

¢ 583 million By str Chammicals Ssgmend, ncluding approxbmately 39 willkém jo the drea of environmenital Dcrmpl'{n;im pritection snd
ftnproYeinent;

* % 0milliom by aur Wastes Munapzmient Segmen;
¢ 5 wiflien by our Cormpoocnt Prodacts Segment; nod
v & 0 adillion by o Redl Emale Management and Develapment Segment

. The WCS smount includes appmsimotely 52 willfon is edpitalized opeabing permil costz o addifon LandWell expects 1o spsad
eppromimately-§ 2 milbow on land developguent Gosis duxing 20 & {which am indluded in he detemminarisg of tdsh provided by operaling setivitiee)

] Capital spending for 10 & 18 expected 1o be funded pomarily through cash penerated Romr operafions and bomiwing under exisling cradit
Taziliées Flanoed capital cxpendiiures in 20 6 of Katnds and Comp will prinkrily be to mainsin end improve the con efeckiveasss ol pur lasilitles A

Sgnificant_portiom of Kronas' plagned capita) expenidiures 72 20 & relates Lo the implemenation of a new sgeduitng and mantfaciucny sysesn. In’

wddition, Fromes® capital expenditurey bo the ara of environmentsl coroplisnce, frowsfizn and impovement inglude sxpendituses which are privinrly
Tocusrd on inereased operating eficiemey Fut adth mssnlt in iroprsved, e visonmental pro (esliom, snch e lovey eolssioos Fom our mnyiictirieg plasie

Repurchoses of our Common. Slockand Comien Siask af Cuee Sub fdturies . _ .
We fiive in [he past, and mdy (o the fjiues, make epurchases of aur commorn stock i atket ot privately megoisbed frmmetiony At

December § | 2 5 we had spproximately 4 0 tefVisf shires aveilibie for repurthags ol our cotitre. seck urider the suthodzations describad I Mote 4 to

ouk Crnsalidoed Finaecial Matcroemle .

Prior to 20 3, Kyonos' Brard ofdirectons suthorized the mporhase afug to 2 0 milling shares 6F fiEp comisai stk in open oAk farsotions,

inoluding Block prrchises, or o povately negatiared tenutetions a1 wnspecified priges snd over an wrepecifted perdod of troe Kronos oay reiurpciage The:

caromen Alock Fotm Lme W hne 2 mudket sondilions pemit The stoek sepurchace program does nod inolude epecifc grice largess or Livetables fud-miay be
suspended A1 ny 1ime Depending on market conditiots, Kromas may (erminaia this program priior w ils complefion Krenoz will nee cash o hand b prquine
1he shares Feplinchased shared will Be udded ta Hronrs' moasury and cancellad Th.the tind quanerof 20 3 Kmiaos repurthesed approsiwatialy 45,000 dares
for an aggrepmle of § 7 milliva under its mepurdizee: grogam The thind qusdér pumheses ace the only musfeses Kreoos bys made io dafe dnder the plan wmd
81 Chegernbier 3 200 5 appeoximadely 95 million siame ars available for eepumbase ' :

e e ee e e e i e et = et oA e e e e M e eem e AR n I AR S = £h ¢ s el am el s rrms DD s ek sme et g e G AF mFaE A e pime s
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Prigroo 20 3, CompXs board of directar suthodzed verous repurchases &F 18 Class A cotumnon steek in apen matker wansactions, including
blacl purchaszes, orin prvately nepotialed tmnsaotlons at unspecified prices and corer ao unspecified pedod of time CampX may repachase s common
steck from rime W finee a7 ratket ¢ondifong permif The sock repurchase program dosy ool melode specifi price Targers or iimetables god may he
snepended at any time Depending on madeet conditioms, CorapX may temninate the poogram priar o ite gompletion CompX will genemlly use cash on hand
to acquite the shame Repurchased shares will be added 1o ComplX's mreasury and cancelled CompX did not make any mepurchases wnder the plan during
30 3,20 4and 20 5, and af December 3,20 5 approximately §78,000 shazes wrers aoailable far puchass noder thess mthorizations

Dividerds

Becawgs our operatione e conducted primanily through sobsidisdes snd atfiliates, cor long tenm ability to meef parent company level
eorporate obligations i6 langely dependent o the eceipt of dividends or other digtributions fram oor eubeidisdes and effilistes If Krooos pays 115 regular
dividend ef £ 5 per sham in cach guarter of 20 &, bazed on the 58 & million shares we held of Kropoe cormon stock an Decetaber 2, 20 5, e aonld
receive aggregate annual regular dividends from Kronos of £34 2 million Tnadng 20 3 WL paid 2 quareerly ¢aeh dividend af § 25 per share Wi recelved
apErepRte aanwal dividends from ML of 520 2 million in 20 3 passd on the 40 4 million ehares we held of ML commen steck during those periods In
Febepary 20 4 NL's Board of Divectar's deferred considemtion of ML finst guarmer dividend, and no dividend was paid by ML io fhe firet quarter 6£20 4 In
oy 20 4, WL's Board of THrectors suspended ML'g cash dividend We did not reoeive any dividends fromn ML dudng 20 4 or20 5 and we do not koo 15w
will mcejvc any cagh dividends from NL during 20 6 We did not mecedve any digtdbutions fom WS duing 20 5, and we do nor expeet 1o receive any
digtyibutions from WCS dudog 20 & We expect that dur newast consolidated subsidianes, BMT and LandWell, which we acqwired e contmalling Interest in
durng December 20 3, will pay cash dividends, byt the timiog and amount of Fuch dividends are vocersin In this regand, we received agpregars dividends
from BT and LandWell of £7 0 million in che firtt quarter of20 4, and we received agprepate dividends from B and LandWell of § 5 million in Febrary
20 5 and § % million in Deseenber 26 5 We do noet know i we will reeeive additional dietdbotiony fom Bl and LendWell during 20 6 All of our
ownetship interest in CompX, is held through ovr omwmeehip in ML, 2z such o da not recefve any dividends frorn CompX nstead any dividend paid by
CompX is paid o WL

Our gubsidiares have variaons credit agreements with warslated thind pamy lenders which contein cwustomery Kmimtons on the paymeat of
dividends, ypically & percentsge of net incotng o cash flowy hawever, these restictons o the pest hesve oot signifeantly impacted their abilicy e pay
dividends

Frvestrnentt (i aur Subiddlarter and Affiarer and Other doguisiticns

Ve have in the past, and may §n the finurs, puarchase the secudties of our subsidisnes wnd affilises or third parcies in market or povacely
neporiared TRnsactions We base cur purchase decision on & vorety oFfwtors, including an analysis of the optimal use of aur eapital, takin g into ascovnt the
market value af the reconvies and the relative value of expecred recems on altermative inyvestments In connection with these activirics, we may congider
issaing additional equity secutities ot increasing our indebtedness We may also evaloate the reemvcturing of ownership incerests of our bugsineases among
ourgubsidiaties and relared companice

W geacmally do nof guaranfes any indebiedness or ather obliganions of our subsidiades or affiliates Our subaidiecies are not required 10 pay us
dividemds [Fene or more of oor sobsidiaties were wnahTe 1o maintain ite cument level of dividends, either due o esmdomions conminsd n a credit ageement
or 10 5atisty its Tabilities or otherarise, eurt abilicy fo senvice our Hakiliviss oo ro pay dividends on our romumen stock eould e adyereely impacted Ifthis wers
10 oeeny we might consider reduing or élimineting our dividends or solling intercse in eubeidianes or ather assets IEwe were paquired 10 liquidare apsecs 1o
penemae funds o saristy our liahilhdes, we might be required 1o sell af whad e beliews wonld -be lags than what we helizve i the long term valug of zoch
HBSCTE

WS primary source of liquidity cummently eongsts of intercompany boyrowings froma ane of our wholly owned subgidiades under the tems of
s revelving eredil facility We eliminate these otercotipany borowings in aue Congalidated Pinaneial Statements WCE has bomowed substantial smouns
from us over the yeets Priorto 20 5, we conmibared thess amounfs to WOS sapital  WCS hed bormowed ao aggregals 533 millicn fhom our subeidiary in
14 3 which we contributed 1 WS capival WCE did not bomow soy emonnrs fow v duding 20 4 Duniog 20 5, WOS bomowed an aggregae § 90
millinn fmm evur subsidiery, snd WS coold bomew an additional §¢ 0 millicn voder itz cument infacompany feility wu:h such subsidiery a1 Decemnber ¥ |
20 % Inis probable WS will bomow additonal angyots fgm our ubsidiary dudog 20 & wnder the tenns of the sevolving credin fcility

We hiwe s vnsecured evolving demand promdssery note with WL wherehy, eg amended, we agreed to loan ML up to $49 million We alea
glirminate any sueh intzreompany bomowinge i our Conealidated Financial Sratements We had no loans 1o WL during 29 5 under thig faciliy, which as
amendad ie due on demand, bat in 40y event oo sadier than March 3, 20 7 and o Jater chan December 3, 20 7 Our abligation mo loan ML money onder
this note is a1 0w discrecion
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Wi hawe an unsecured revolving demand protissory aote with Kronos which, a8 amended, provideg for bomawings from Kranos ofup o & 00
million ™e alsa eliminers any such intercompany bomowings i our Coneolidated Financial Stacemeats We had oo bomowings fom Keonos dudeg 20 3
voder thie facility, which g amended 7 due on demand, but in eny svent oo eatlier than Decewheor 3 |, 20 7 Eronor obligation fo loan ue money ondér this
nats i3 31 Kronos' discretion

Investmers I The Amalgamered Sugar Company LLC

The tetms of The sAmalgatnmed Sugar Company CLC Company agreement provide the an snnusl “base levsal” of cash dividend distriburions
(sompetimes refermad 1o 25 diswibutable cash) by the LLC of 826 7 nollinn, from which we are enritled 6o 4 95% preferential ehars Digtributione from the LLC
are dependent, in part, opon the opecations of the LLC We vecord dividend disfributions from the TLC 44 ineome when they are declsred by the LLE, which
is geoersdly the same menth in whizh we recsive fhe distdburions, althengh disnbotions mey in cemain cases be paid on the first buginess day of the
follerwing month To the sxteat the LLC ' Ajetributzhle oash iz belom this base levsl In any given year, we are enotled to an additinnal 954 peefarential share
of any firare aonnel LLC distibuteble cash in excess of the base Jeve] until such shorrfall is recoversd Besed on the LLO% cwrenl projections for 20 6, we
sipect dismibutions reesived fom the LLC in 20 & will exceed our debt service requitetnsnis vnder our 5250 miflion lpany from Snake Ritver Sujgar
Campany by epprazimately 3 B million

Wl may, af our oplion, requice the LLC 1o redectn our interest in the LLC, and the LLC hes the right o redesm our imrerest in the LLC
beginning in 2027 The kederoprion price is genecally $250 million plos the ameant of cerain wndistibnted incomes allocable wous, ifany In the event we
requics the LLO to tedeemn our nterest in the LLC, Bnakce River has the fght o acceleraoe the maturity of and call aur 8230 ageregare million lrens fom
Soske Diver RBedemption of ouwt interest in the LIC wenld emlt in ue mpeming incoms related 1o the disposition of our LLC intemest (o ieome tax
purpazes, althongh we would noc be expected to report 2 pain in camings for finsneial wparting purposes at the time oue LLC interest ie redeemed However,
becanse of Sneke Bivery ehility o call our $250 million loans from Smake River upon redemption of aur interest in the TLC, the net cash proceeds (after
repayment ofthe debt) genecated by the redemprion af our interest in the LLGC conld be less than the income taxes thar we wonld be requised to pay a2 2 remle
ofthe disposition

(f-balapes Shact Financing

We do nat have any off balance eheet finaneing agreemenrs ofher tha the operaing 17ases discunssd in Nooe 7 to our Consolidated Financial
Staternearcs

" Commifmentz and Contingencies

W are ouhject 1o cemain commitments and contingencies, as more filly described in fhe Notes to our Consolidated Flirancial Sratements and
in thie Meoagement's DHacassion snd Analysis of Financial Condition and Fesults of Operations, including:

»  certadn (Rcome A EXaminations which are undervray in vadous U S and non U078 junsdictions;

¢ cemain envirgnmental remediation matters invelving ML, Tremout, BMLand Yalhi;

»  certain lniganion relaned to BLs fermer involveament in che manufactore oflesd pigment atd load baged paing and

»  pertain other litigation o which we s 4 party

In additien to thoae legal procesdings dercobed n Note 7 o our Congplidated Finsneisl Statements, vanoas legislation sod adimieTarive
regulations have, from rime to time, been propossd that seek to (§) impoee vadous sbligations on present snd former manutacourers of lead pigeent and lead
besed paint (iocuding ML) with respect to asearied health canoeme asgociared with the wes of meh produets and (3i) effectively overfum court dedisions in
which ML and sther pigment menufionies hive been sucoessfil. Bxamples of such praposed legislation inelude bills which would peemit civil liabilicy for
demages oo the basis of marker shans, Tather than requiring plainiffe 1o privve thet the defendant’s produce caused the alleged damage, and bills which wauld

sevive agtiong baed by the stamte of linitadons While no legislation of rsgulationys have heen snaced fo date thet are expected to heve B matetal adverss
affect om our conso1dsted financial position, Tesuls of opsmations or liguidity, ensctment ofsueh legislarion conld have mch an effect
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Az mire Ay descobed in tho Motes % end 7 lo piee Congolidsisd Financial Blafenents, we oe a pady bo vanons debr, Tease adgd sther
agreermenls whith coafrmetually and wrodndificmnlly commil ug 1o pay cirtain smousls i the fituee Cur liligalions related o {he long reom supply
contrnle @i the porchase of TiCh fedfock ore maore fally desorbed i Mote 7 1o pur Consclideied Financial Stetements and sbove it “Business
Chamlzads Segment  Erones Woddwids, Ing Manubetiming, Operatione and Properticeg ™ The Dllowing lakls seormatizes ovy conlracilal commiiments s
olDecember 3,20 5 by the lype and dats of payment

Fayrrend dws daie
_ FTTE 2009 T02 (and
Controcbaal comm Mk 2006 . 10).8 I0zn cfiar Yerrul
B ] (hw L u‘qu’,‘l
Indebiddnesi [} _ - . o ' .
Prircipal ) ) ) 5 47 ¥ 2890 :S 354 5 665 5 Ft
" tereft paymeats | - : - . SEE T a4 . T54 e .. 4T
Opéralitiy Iouues {2) 4 33 80 236 563
Kromas” long verm supply conircts for the purcress oI TiCE fh'!wtnl:l-: (3} Hey - 456 4 U GRT. ’ . BRdG
Kronans' g temm sorvice snd other sipply contiels T4) 04 T . 51 ) 467 .
CompX's mw malerisl sod sthier purbiaze cummmnmiu [/ A ' - SR . - .oy
WS collalers! st (5} _ o 69 3 38 43 .26
Fiird uvel aeqpuisitions {27 ’ ’ . o : 253 - S i o .
“BMI and LandWell panch e camxmenm ('F’J
Diadered payment abligation (5 - : o ' - .
Estima(ed income 1ax nbhg,nh gl o 57 . 37
Toml - . . T - . - SMé 5. -S508 % T80 F . Rl6d § 2A4TE

i }  The amounf thown, for #0eked nees fovs]ving revelviog credil feititfos it bated wpon the womal amownt outelzadiog af December 3, 20 5, and the
arnoinl showr For frterest i my eulstandiog vareble mee indebifednis i3 based upon the Decemberd ,I0 5 intepes) rate, reflecly the ziet irepradl of
the associsied interem raln rvig Snd assumes thet such variable rale indsbredncas remaios dolsteoding, Gotl e tmittncity-of the Reility The iindng
i wrmeum shown for priticipal, rayments on term loan indébtedness ik bascd on the mandaery confastnal principal Epayment schedale of siach
tndeednese, prd azmones no velentary priocipal P“"Pnll'm See Trem TA. “Quan/fiafive and Cmalitetive Disclosures Aboot Mtk Kigk® and
Hote 9 1o dur Coneolidnted Financidl Sl erdkekig. ' )

£y The timitg ad dmoon showe For onlr opikraling Ieases and foed soset doguisitiods arg baséd uwpon the cogbmefws] pEfhwl emounl and Lhe
soufragfual payment dale for sieh eommi toerks

{17 Corcomtracts fir lhs purchaee 55 TI02 Redslook coatain Gxed quantiliesthal we o reguined (o, n:ajjmﬁ.r A mogs u.'r'quantiile,aw’rthlin which
we are Tequired {o' pirchees baped on our fesdsiock mquireméan  The pociog nader (hest agreemstnile 19 gooeslly negotisied quasterdy o semi
annually ‘The Hming and amicuid shown for olr cormnitments Teinted iy e supply contracty fir T2 fepdstoek wre based upon our cument estinea

- ol the quantity ofmoberial Ubat will be purchaesd it gack Hote pedod shown, the payment 1hat wonld be dee bassd upon ench estimmted purchased
quantity and an estimate af the pdees lor the vadegios sipplies whith is pnma.rﬂy bl o first halt 20 6 priclmg  The soinal smount oF meterisl
pumhased aod. the actial woount that would be prable by s, may vany Gom sech esiimated amownls  Our shligaton. fon the puschase of Tide
Feedaock i move filly described n Mate T th our Consolideted Fiaanoilal Statemwss and sbove n “Buginess  Clheadoals Segment Kok
Worldwide, Inc rw materals™ The amelings Thown i the Lible 3ligve include the feedstock om rsguirements Bom coniniers wé entectl. inte thatigh
Pehrury 20 &

(4} The o shows (or the Jong wam seridce and othier supply contrects primarly pertain . agreansots e bave entered i into with vanmu providars
ok produets ar pecvless which fielp to fun aur plam facdlives {elestricity, ratoral gas, otc ), uilidag Ik:c:m'ﬁh et3 ,20 5 eXkchamps et Eﬂ::’ﬂnl': Tio
our Congelidaled Firaneisd Spatermente

(5} CompXs purchasa obligaiiomk coreis of ol] open purchsse podere and, contrcsa| obiligations fpﬂmﬂrﬂ}f somrnitmenls i purchise s mm:m.ls}aud
g hatied on The eonérachial payment smount and (e coalrseisl paymenr date fic e cofmitmens

{6}  The fanding requizmeets {0 WOS collaieral ool agreements ao: deseribed o Hivke 7 60 pur Gonsalidaled Flosucisd Stxtements

(7}  BMIand LandWells purchase obligations consds of comactuzl obligatiang fphmadly commitmeals for land development end improvement costs]
and are based oo the conirciual payendiit sracont and the contmeteal paymend dauw: Grthoee cotiniments

()  The deBmed pagroeot pbligation isdeacdbed in Wake 3 1o gur Cousdlidaigd Finen cial Blalemernite

(17 The amount shewn fir inevme 1axes is the goount of our sostolidated income taxes cudenily payable s December 3, 20 5, which 15 agsumed fo B

poid dukieg 20 & and Gréfudes taaes payebiy, iLamy, to Confron ae & resoli of our belhy & opentior of the Contran Tax Group S Mabey  dnd 610

ol Congsidatad Fnanadal Senlemeets
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Thetable above doee nal inclade:

Cwk abligarions vnder the Looisiana Plgmem Company, L P joior eennare, as the tining and amouynt of meh purchaszes are vokoon sod
dependent oo, smong other things, the gmount of TiO2 prodpesd by che joint venturs o the fifuee, and the joior venmure's finars cost of
predacing such Tigz Howeves, the 1ahle of conrmactual eommitments does include amewnts elated o onr sharg of the joint venture's ore
requirements necessary for i to produce TiOz for vs See Notes 7 and 7 co or Consolidased Finaneial Siatements and “Business
Chemicals  Krooos World wide, Inc ™

Amennts we might pay to fund our defined berefic pension plans and OPEER plansg, as the timing and emaunt of any such faruee fandings
are unkoown and depeodent on, wmong other things, the fiumure pedomoaoes of defined bepsfié pension plan assets, intsrest rave
pEmpmptiong 9od sctwal fimse retires medical coets Cur defined benefit pension plang snd OPBB plane are discugaed in greater defail in
Mate o our Concolideted Finsticisl Staements We cumently expect wewill be requited to contribure on aggregate of 3 6 8 millica 1o
ot defined benofit pensicn and QPER plane during 20 &

Amy amnolncs thel we might pay to settle aoy of our uneergin tax poeitions, ae the tming end smovot of any such fiouee setlemnencs arg
unktcwn aod dependenr oo, emong ocher thinge, the timing of ta sudits SeeMore 2 to our Cangolidated Financial Statements

We occasiotnally enter into raw matceial mpply amangements w mitigate the shor eon impact of fiigre increases in raw macerial cose Whils

Thems Firan gamears do Dot neeegesnly commit ua o & minfmum volume of purchass, they generally provide for efated unit prices based upon schisvement of

gpecified wolume purchase levele This ellows us to stabilize ww material purchase prices lo o celain extent, provided the specified minimum menthly

pucchase qUaNTIties are met

Becent Accounfng Pronouncements

See Mote 20 1o our Consolidated Financial Staremente
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ITEM TA. QUANTITATIVE AND QUALITATIVE D[ECLIEUR.ES ABEDUT MARKET RISK
Gemeral  Weare expnsed fo morked ek fmm changee in interesl mies, comency énchange ates, raw watertals snd eqidty geeurity prices
Tnterest Raser  We.sre dxpoded Ja market miak 5o i changes in inteves, raees, primarily refaled o ourindeblednese

Al December 3 , 20 5 our aggregale indebtedness wa i berween 36% of Bxed rne famerieads and 645 of vaxighle tale bomowings {in
0 4 the perceniages were 359 of fxed mie ingruments dod 3% of varfabie mie booowiogs) The Fxed maip-debt indnomenti mizimizes camings voladlity.
thet would pesull foin chanpes th idterest mares The Tollowing fabfe presendts prinsipal smounie-and sweeighled average intersst maes for our sgwregate
ontsianging indefiledeizae ot December 3y 200 3

Thie tabile Yelow shows (e fis yalus olouc foancial Wskilities st Docember 3,20 §

Iidebiedmec® Aminiut

Year end
CaiTy ng ‘Farx iereet M fy
ot valne . Tl : aim
{L= i B ana) :

Fixed rare indebieiness: : S C _ S
Yalhi loans Gem Snake River ] : § . Ixgp 3§ 250 I S4% IITI'?'
Tremonl premizsory note payable T P Sl - 34 I
WCS financiig copital leane _ _ 636 856 T 2IF
Mole payahls ko e Tty of Henderson : . R | P F - . L 2020

Tomml Baed Ene indebledness j3sa 3384 - B5%

Varishle mle indehbedness: : : o Lo L K
Kronosard; loan e 5 #3840 8 ki) 0% 020
“Walbi. Contran cmedit Refliny o . I4FH . 1638 . L - .oamT
BRI hank noto payable ] 53 g3 15 o ITy

- Totdl warighle e indebleducss. o 610.1 - SRS 4.7% :
Taval . ] P65 X 144 5.E%
. Exclademy capital lease obligaiions

feg pan ol our inleresl rate sk menwgement smtegy, 0 20 we eafored into 4 piy Axedfretcive- vaziahle mierel mle swap conmmel @ miimize
i expodne 10 wolatilify i the benchratk LIBDE jolomes) it g v relates oo gur farecesied onteaeding variable race ingchiedness Ad £ mcull of thiz swep
vha arsoent o frrecest expensg We will inour is Bxed ot ihe ewap e, consequeatly 8 chasrge in LIBOR mte will oot impact the amomt of intaes, expande
recugnized Comsldednp the efsers of the inlereat e swap approximaiely 72% oF sur debi wonld be considered fixed ratd and gur weighied avenge
homtwing i Bemeh ndebiedness vouldbe & % SeeMoiz ¥ 1o cur Conseliduled Financial Staremeits for d dismission of Lhiy fnferesl mte gvsy

Chrreacy Evchunge Rores We are capossd fo madket nsk ansing Rom r:hanges: in curcney e¥change rates a5 o reswdl oF mamdficluing end safling our
prosducta worldwide Bamiogs sre primarly offecied by fucmuations i, the vaive of the US dbllar relative to the i, the Dﬁm&ﬂtm teller and, the
MNaogegtan kKone

Certain plour tales geemuted by oot non 175 wemum:ls are denarpipatéd o U R dollam We penaﬂ[cs]ij‘ ke cwmency frrward contvacts o
manage 8 vy nominal peoion ofcumency exotigo ge 1aL6 ask atsoe idted with imde el vables denominaed i a cumengy fther thar rha hpldars finelitnal
vlmrency o sitdlar exchemge tale rigk associaned with fifpw les Wi bave not eolersd 1l hege conirace fon indingor specnlnive ploposss io the it i
do we comenlly anticipeee enlering invh sueh comtracis for tading or spesulstive purgoses in the futore See Note B fo our Consdlidsted Fimmstal
Starernertis for 1 digcussion ol certain shreney Beiward conlmcts 1o which we g o party of Decembear 3 20 3

Fee Mes  and 5 io e Consslidated Finansial Qtstermonis for 4 Hlscussian o e bemirnp (fome wotlecd 1o eotitaa(e the filr vilue ol e
finnmed 3] ingtrumenle to wiich W ate & ety Al Déceepber 3 II:II Gand2n 5

Raw Maserigts  Chir Chemicals Segment generally enters.iata long ferm sopply aprecments i cectain crilical mw maleduls Many of duess daw atsdal

comir&ots cottiin fied qiRIILes we are equived bo purchaze or specity & mnge of quentidon within which we-are raquived (o purefrase Faw matersl prcimg
under fese zgresments i generally negatiaied quatterdy or semt annually depstidiog oo the sapplien
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Onr Component Products Ssgoene will cccasionally enter inta ehort temn comunediny mlated taw marerial supply srangernencs to mitigate che
impact of futare increazes in cormnmeding relaced taw metadal costs We do not have long erm supply agresments or our s material rtquitements becwnse
either wie believe the risk of unavailability of thoge raw marerials iz low and we belisve the downslde sk of poce wolaclity 1o be oo preat or becawse lang
termo supply agreements for those matedaly are generally not gvailable We do not sogage in cothmaodity bedging programns

Markeizhle Eguity ard Debr Securigy Pricer  We are cxposed o market sk doe to chaoges in prces of the markefable eecurities we oem The fair value of
such debt and equity secnoties (determined wsing Lesel |, Level 2 5nd Lewel 3 inputsh et December 2, 20 4 and 20 5 was 3236 § million and
§25E 3 wnillian, espectively The parendal change in the agpragate faivvalus of these investments, assoming & hypathetical % change in prices, would he
apprasimarely 535 7 million at December 3,20 4 and $25 & million a1 Depemberd 20 5

Ocher  We helieve there may be 4 ceain amovnt of incofrplewness I the swnguvicy analysss presented sbove For example, the hypotheticn] effect of
chengss in inverest rates discnssed above ignores the potencial effzcr oo ather vardables thet affecs our sl of opemions and cash flows, such 2¢ demand for
cur products, eales volumes and celling prices and opemting expenses Coeoteary e the above sssumprions, changes in incereet rales raraly regull in
gl taneons compacable shifts elong the yield curee Also, ouriovestnent in The Amalgamated Sogar Company LLC represents a significant porion of cur
total partfolio efmarketabls seouritics That invesunsnt serves e collareml for our loans fom Snake Biver Sugat Cowmpany, and # decreags in the fair value of

thar inyegtment would likely be midgated by 4 desrease in the fiic value of the nelaccd indehiedness Accordingly, the amounts we prosent sbove e not,

necessarly oo acourate reflection of the potential 1osses we would inpur assning the hypotheical changes in marked prices e acnrally e oceur

The above discussion end estimated sensitvity analysis anouncs tnclude forvard looking aratementa ofarket dek which assome hypotheteal
changes in mader prices Acooal forure market conditionz will likely differ marecdally from such assumptions Accordingly, such foryard Jooking stmtements
ehould nat be cansidersd ro be projections by wa of fatwre events, gains ot |oas0s

ITEM E. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The informarion called far by thie (tem 15 contained in & separate ssetion of thigAnoual Repon Seg “Index afFinancial Steiements” (page P )

ITEM 9. CHANGEE IN AND DISACREEMENT S WITH ACCOOUNTANT S ON ACCOUNTING AND FINANCIAL DISCT.OSURE

Mons

ITEM 34 CONTROLS AND FROCEDURES
Fwalearioh of Disclosure Controlr grd Procedures

We maintain disclosure contols and procedures which, 35 defined in Bxchanges Aet Rule 3o 50, means cottrals and other peoeedurey ha
are desipned o ensure that information required to he discloged in the repoms we file or submir oo the 3EC undee the Securities Bxchange Aot of 934, 3
smendzd the "Aef?), is reconded, procesged, summenzed and repomed, within the rits pedods specified in che SECTS tules and forms Disclesurs controls and
pracedures inchude, without lmitarion, sonmels and procedures designed to ensure thae iofbrmearton s s required to disclose In the =pors we file or
sabrmit 1o the SEC undsr the Aot is agputoolated and communiestad to aur mansgement, including our pringipal executive afficer and our priucipal fimancial
officer, or penvony pedfarming #imilar fanciions, 45 eppropiste to allow rmsly decisions o be meds vegarding reguited disclosure Eoch of Steven L Watson,
pur Cheimoan of the Board and Chief Exeoutive Officer, and Bobby D O'Bden, aur Director, Fresident and Chisf Fioaneiel Officer, bave evalnated the
design and effectivensss of our disclogure contrale and procedures 85 of December 3, 20 5 Based vpon their evaluation, these gxeoutive officers have
eoneloded that our disclosure contrnls and procedures were sffecive 28 of the dare of uch evaluation

a7
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Monggement § repary ok Ipternal cowmral aver finametal reporing

(Chur mAnAgement 12 regpontible for establishing and maiotaining edequate intemel contro] aéer fineneds] reporting which, as defined by Exchange
ActFule 3% 5(D) moeans a process designed by, ot undes the enpervizion af, sur pdneipal execotive sod priocipal finsmeial afficers, or persone pecfbrming
similar functions, and effected by the board of direetos, menapement and orther pascuns], o provide regponable aseurance reparding the mlighility of
finaneiel epoming end the prépatatict of financial matemenis for exiemal pumposee in accardsnce with generally accephed accounting pringiples, and
inciudes thess policies and procedures thac

v FPermsin 1o the meiotetiatce of records that io reasonable detall acoumately and falrly reflect the toansactions and dispesiticns of our assete,

»  Povide reasoneble ssfumnce thet wansections ave reconded ag necegeary o pennit preparstion of finsncial setements in accondance wich
CAAP, and that rseipis and sxpendimess are being made anly in secordance with sychodzarions of mansgement and directore and

= Provide reasonsble pssuraace teganding prevention ot timely detecton of an onaothonized acqoisition, use or disposition of assars that could
have a ratemal effect an our Congalidated Pinancial Stacements

Qe evaloetion of the efecrivencss of intemal conmol over finaneisl reporting 35 based upon the critgda established in Shrernod Cowrtrol
Fregraied Frameworkiesued by the Commities of Sponsornng Organizanions of the Treadway Comumiesion in 20 3 {pommonly efemed 10 a8 the “10 2
COSO” framewnrk) Hesed on our evalesticn under that famnewsrk, we have concluded that our inkemal conrrol over fnancial wepoming was effscove ar of
December s 20 5

EricewsterhouseCoopats LLE, the indspendent registered public socountiog oo that has audited our coneolidated financial saternents included
i this Annual Repor, has audived the effectiven ess of our internal control aver financial seporting ae of December 3| 20 5, as stated in chedr report, which is
included in this Anpuel Beparan Form 0 K

As pennirted by the SEC, our aseessment of intemal zontrol over financial reporting excludes (G) inrernal eontnd over financial reparting of equicy
nethod irvestees and (i) intemal contral aver the preparaion of any foatcisl statement pehedules which would be required by Anicle 4 of Eegularion 5
¥ Howeyer, our assesoment of intemel cantrol aver financial reporming with respect to equity method iovestess did nolode coomels over the recording of
amounis related 10 our investment tar are recorded in the coneolidared fnancial satements, including eootwals gver the eelection of aceounting methods for
olrinvestmens, the recogaition of equity mefhod eamings aod losses and the determination, valmation and recording of eur invesmnent accounr halances

Clhrnpes in ternal conteol over finarciol reporting

Thers has besn no changs oo itk intemal control over financisl epoding during the quartnr ended Decamber 5 |, 20 5 ther has matedally affecced,
Tis weaserably 13kaly to matecially affeer, our intemsl connol over financial reporting

Certifications

Crurchief executive officer is requited 10 snoually file a conifigarion with the New Yot Stack Bxchenge, or NYSE, centifying cur complisnce with
the earporete gavemance listing standards of the NYSE During 20 5, sur chief sxecutive officer filed sun:h annual certificatian with the WYSE The 20 3
cerrification was wngualified

Our chief execucive otficar and chief fneneiel officer sre also required 1o, amang other things, G1¢ awartedy ceifications with the SEC regarding

the quality of our public dieclogurer, 88 required by Section 302 of the Sarbaves Oxley Aet of 2002 The cemilications for the quarter ended December 3,
20 5 have been filed as Bxhibits 3 and 3 2 to this Aonval Repot onForm 0K

ITEM &8, OTHEF. [INFORMATION
Hat applicable
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BART TIL

ITEM 10, PIRECTORS, EXECUTIVE GFFiCERS AND CORPORATE GOVERNANCE

The informarion required by this [tem is incarpocated by eeference 0 owe 20 6 definitive proxy statement s will Gle with the SEC pursant o
Regulation 4Awithin 20 days afferthe end ofthe fiscal year covered by this report [the "Valbi Proxy Fratement™)

ITEM1L EXECTTIVE COMPENSATION

The infarmarion veqriced by this tem is incorporaced by esference to our20 § proxy statement

ITEM1Z. SECIRITY OWNERSHIF OF CERTAIN BENEFICTAL OWNERS AND MANAGEMENT AND RELATED ETOCKHOLDER
MATTERS '

The information required by this [tem iz incorporaced by velfbrénce o oo 20 @ proxy GlATRMENL

ITEM 13, CERTAIN RELATTONSHIF S AND EELATED TRANSACTIONS AND DIRECTORS INDEFENDENCE

The infhnuation required by this lram 3z inscrparated by reference to e 20 6 proey statement See sleo Mote 6 1o our Cansolidersd Fingnsial

‘STatemencs

ITEM 14. FRINCIFAL ACCOUNTING FEES AND SERYTCES

The infarmation réquited by this Trem 18 incorporated by meieence 1o owr 20 6 proXy sTatement

PAET LV

ITEM I5. EXHIRITE

(2} and (2] Financial Statemente

o} Exhibits

The Repisfranr

Our Congolidatsd Finanois] Statements listed on the accompatyiog Index of Finansial Statements (ses page F ) are flled 85 pan
af this Annual Beport

50%: or lere owned persans

We are oot squinad oo provide any consolidated financial statemenie pursuant to Ruole 3 0% ofBegolation 8 K

Included a5 exchibins e the s listed in the Brhibir Index W have tetained a signed crginal of any of these exhibats that
contain sigmatanes, and we will provide sush exhibit o the Comunission ot its e opan request We will fimish & copy of say of
the exhibice lged below upan request and piyment of §4 00 per exhibit to cover our coss of fumishing the sxhibits Such
requests should be directed 1o the amention of ot Corporats Seeretary ac our carporare offices located at 3430 LB T Freeswy, Soite |

00, Dallag, Texas ¥5240 Porsuant co em 60 (BI(4)E10) of Repuleton 8 K, we will fiumish 1o the Cominission upot mquest any
instrument defining the nghes of holders of long term debe issues and ocdher agreemsnts related o indebtedoess which do oot
exceed 0% af ourconsolidated total assefs as of December 3, 20 5

649
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Feslaed Corificats 0f lnsompormlion of Valhi, e iocowposited by referonos 1 Exhibit 3 1o oue Cuneni'Rnpun.an Foom. E ¥ (File

" Mo 3457 daledMay 0,20 2 and Hled on May 0,20 2

Comsent Apreemant dated as of Maoh 29, 2007 berween Valhi, Tne and Coolmn Coporiifon regarding thé Amended and Fenisf
{ertilicate of Designalion:, Rights and Pre ferences ol 6% Sedes A Prefemed Slock of Valhi, o incorperiled by meferenie o Exhibde 02
fo oLr Comrent Reporl om Form 3 EXA File Mo 5467 darad Mecch 26, 2007 wd flgd by ws om-Maceh 30, 2007

Hy Lawn of Valhi, e e smeoded  incomporated by referenos 1o Exbibit 2 o sar Curent Report.an Boem 8 ¥ (File Mo 5467) daTed
Movember &, 2007

Inpenegrporale Seretes Agrecment helwem Valhi, Toe and Comran Capomtion effeclive ar of Januan: ,'iﬂiIM_ incorparled by mferenes
toExkikic O 1o our Cwartedy Pepotton Fon 0 O for the quaner ended Mareh 3, 2004

Insereor) tiate Bervices ApTiement Hetween Contran Corgomting dnd NI Tndustres, Ing sfbciive s of faeusiy 3004 mmrynmad by
melbrence {o Exhibit 0 fo ML= Quadferdy Bepor. oo Fomm 0 £ {File Fo édﬂ]mrlhuqummmﬂni'h{mh 3 ..‘iﬁﬂld

Interponprrte Sendpes Agiement bgiwsen. Contran Corpamlion mid ComipX Interodtonal Tne effective Jaonary |, 2004 incorpontted
by mefbrenee 1o Bahibie O-F 0 Compd's Annusl Repar on Form O B {Filg Ma 3908 lor the year ended Deszmbor 3, 2003

Interootpomts Sorvices Agrerment hetinen Contmn Compomtion 4nd Kotes Worldvwided o sfective fanurry - | 2004 Incorpomted by .

eference (o Bxhibii Mo 10 Kroios' Quanerdy Bepod oo Forn 0 Q(FleMe 3 763) fanthe quirterendsd Match 3., 20014
Tex Agreement berween Valhi, Ine end Crinfan Corpomion dated Time 3,20 3

Walhi, Ine 200 2 Dircclor Biock Man incnljgnmlud. by nefercmed to Exhibir 4 5 ‘nfhe Periptmion auaement on Formm 5 & of the R&mamt
(File Mo 333 4830 ) Flled o May 3 .20 2

Kromos Waddwide, Jne 20 2 Director Block Mlan  {ncerported by wilmoes 16 Exlibil 4 4 of the | m:;:smnn staterme ot o Foon § Bral
{he Regisorant {File Mo 333 3425) Filed onblay 3 , 20 2

CompX Iniemarional [ie. 20 2 Direcror Stock Plan  imcerprorated by refeoace e Exbieh 4 4 ofthe Rg_gl.stramn stakerncnt o Fnrm B Ral
the Regisrrmnt (File Mo 333 475357 Filed on May 3 20 2

ML Mdustries, ke 20 F Dinestor Séook Plaa Tncompacatad. By refrence to Exhibit d £ of the Registants sialvowenl on Form § B (Flls Mo
00 00640) Filed onfday 3 , 20 1 :

Fire Amended and Restated Agreenisal Rogarding Shamd Insurencs smang Comp Infernutidne] Yos , Contrn Copomition, Keyons
onsslidated Indimnies, Ind , Exénap Wacddnde, Ine , NL Induatdes, Ine add Valbi, Inc dated Octobier 5,20 5 meorpointed by vefecence
10 Eshibit 024 10 the Anoual Regoot on Fom 0 K of Kromds Worldwide, Ine (Fils Mo 00 3 J6%) B the yborended.-December 3,
20 3

Fomadon Agreetoent of The Al gansied Suger Compisy TLC dpfed Taguery 3, 997 (to be checlive Decermber 3 | 996 lveen
Soake River Sugar Company snd The Amnlgemeted Sugsr Coinpatly © incorporaled by reference 1o Exhibat 6 9 o Valhi, Tn2 % 4noual
Reporton Fomm 0 K {Flc e 3467} Forthe yesrended Decomsherd , 794

Master Agrmemont Hegarding Amendments ta The Amalgamaled Sugar Compeny Decumests dated Ociaber 8, 3000 incomporsted by
meferepde vo Exbikil 0 fo VRkE Ine *s Guanerdy Report oo Form 0 G (File Mo 5467) for the quarter ended Sepilemibir 50, 2000 .

Prepuymenf dod Teomination Agreement dated October 4, 2005 amweng VaThi, Fic, Snake River Eugq.r{;nmpram_r' and, Wells Farga Heak

Morhwesl, Na - incorporated by reference 1o Exhibil No #  to Vali, Ine wAmendeent No - to its Cureat Report on Form B K (File-

i 546?}dnn:d Octaber &, 2005

Company Apteemen, of The Amalpamased Supst Corppany LEC dated Touury 3, 997 (1o ba etfective D;‘:c-:mbb:rj . GOE) Jnctarpbnﬂ;d
Ty referenee Lo Ewhibit 0 20 to Willd, Tng "9 Anivual Report'en Farm O K (File Mo S467] forihe yeer ended Decenber 3 , 595 °

Firgt Ariiettdment 1d the Campary Agresinent of The Amalgamaled Sugar Company LLC dated May 4, 997  incorporated b5 mifecees
1o BExkihit 0 10 Vaihi, lne s Quanedy Repord oo Form 00 (File™o  5467) for te-quarder ended Juke 10, 997

T
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Second Amendment o he Company Agreenen of The Amalgamaied Sugar Cotpany LLC dared Moverober 30, 959E  Incomorated by
mferenes to Exhibir 0 2410 ¥alhi, Inc s Amnual Repon on Form 0 K (FileNo 5467 forihe yearended Decemberd | 038

Thitd Aremdroent to Lhe Compary Agreemsnl of The Amalgamared Sigar Campany LU dated October 9, 2000  fhrarported by
refbrence iy Brhibie 02 to Valhi, Inc s Quaredy Repott oo Form 0 O (File Mo 5467 forthie quiier sridad September 20, 2000

Aamended and Restaled Company Agroegment pf The Amalgamated Sugar Company LLC dited Oelobar 4, 2005 amioog The Amalgamined
Sugar Company LLC. Soake Eiver Bugar Company tnd The Amalgamared Callateral Trust  incorporaisd by mfarence o Exhitio Bo §7
1 Yathi, Ing s Amendiment Mo w itg Cumrent Bspon on Form & (File Mo J467) dated Ortobes -8B, 2005

Subordinated Promigsory Mote in ibe principsl emoomt of 537 5 million bevwesn, Vafhi, Inc aud Soale River Supar Enmpa&y. ant? |he
mlated Pledge Agrearsht, both dargd January I, 997  incorpandled by refereyics T Bchibil 02 19 Valki, Ing™s Annual Hepori oo
Perm O K{FHe Mo 5467 for the year ended Decemberd | 995

Limired. Bseiirras Pootidsgary Mote i the prinelgel amount u*i":ﬂ 2% million berween Valki; Ide and Snake River Sopgar Coingany, s

(he rolated Lintited Reconrsa Fledge Agrewineny, bath dated Janwary 3, 987  Incorpemied by molerence to Exbibll 822 o Walhi, oo %

Anounl feporion Form 0 K (FileMe 5467 for the yesr ended ]:h:n'm:'l:-urj' . DOg

Subdrdinaled Lean Agremmwent bergeen Sozke River Sipir Company. £nd W].‘Fj:l', Tnc , g ememided xnil restaer] eﬁ‘.‘émivr: ey 4, 9497
o compomted by nefsente fs Exhibitt 09 |o Valhi, Inic's Chuattedy Rnpm ion, Fom I{I Q (File Mo 546"?‘1 Fyr-the guaes endﬂd Fure 30,
)

Second-Amendwient 1 the Srbordinaled Loan Agreernent between Snake Fiver Sugar Condprany xod Vidh|, Bic datad Nﬂuauﬂm'.‘rﬂ 908
incprperated by reference 1g Bxbibit 028 to Valhi, Inc % Annoul chaer Form 0 E {Fllz Mo 54-6'1"] for the yeur ended Dember
3, 99k

Third Amendrent 10 the Subpedinated Loan Apreemens betwesn Snake River Bugar Company and %4Thi, Ine dared Delober 9, 2000
inzarpomted by mfreocs o Behibic 03 {0 Valhi, ne % Quaderdy Report on Fofn O Q(File o 34670 for the quaster ended Sop lenibor
2000

Frurth Amendment 1o e Subondingied Lo Agreermeat between Snake Biver Sngar Coropany and Valhi, Ing daied Wach 3 , 2603
TRcarperabed by refendeds Exhibit a0 o VeI, Ine = Quarerdy Report on Form: 0 Q (Ble ®a 5467 forthe quarder ended March
% 2003

Canfingent Subardinate Pladge Agrosmoni helween Snake River Sugar Company ind Yalhi; Inc, o sekxowledged by Finat Security Bank
Mutiooe] Assosation 22 Collmers] Agont, dited Oerober 5, 2000 locerporsted by refowtice to Exhlbil 04 fo Valki, Tne ™8 Quenety
Repocon Fomr O QiFileNo 5487 Rrthe quanirended Seplmmior 20, 200D

Contingen Subordinate Sectdly Agmemedt bonwsen Snake Fiver Suger Cowdpany and Walhl, Ine, a5 acknovwledged by Figt Sedidly
Bark MNalionsl Assccisien ax Collaeral Agent, dsted Oclober 9, 2000 Incorpomied by refirenice 10 Bxhibit § 5 ar Vaihi; Tne ‘s
Cuarerly Reporion Porm O G (File Mo S4E7) for ke quarter ended Sepiember 30, 2009

Comlingenl Bubdrdissle Collgiéml Agency and Paying Agency Agrement among Valbl, Yoo ; Soake River Sugar Cofnpray and Elrst
Szeurry Bank Katiows| Awoclurion dated October 9, 2000 imoowpomaled by refirmes o mmt 19 1o Valhi, Inc ‘s Ouarerdy Repon
s Fonm 0 C{Fie s 54&?}fnrthequme:rmded Saplensher 30, 1000

Deposil Trust Agréement, related 1o the Auialgamaled Callatesal Trist smong ASE ]f'-IGI:ﬂi.ngsr Inc and Wilminglon Ty Company dated
Elay 4, %97 lacpwponned by relbrence to Behibil 02 fo Yalkd; fne S Quarisdy Beport on Foom 0 O (File Mo 5467) for the quaster
ended Juoe A, 297

Fimt Amendment te Deposit Trust Agreernent dated Oetober 4, 2005 amang ASC Holdings, Tre 2ed Wiliiagton Trist Cotdgary
incarpiera bl by lmonce 1o Bxbibit No 02 w0 Valhi, Ine 5 Amefidment Mo 1 ifs Clirent. Repon on Foiom £ B (Fils Ny 5467) dawed
Oclgber &, 2005 "

Pledge Agreeroent, berween The Ansalgamated Callaters] Trodt and Speke iver Sugar Coopoany dated Moy 4§, 997 i::cnrpnﬁ[ed by
ezfkrenee to Exhibil 03 10 Valhi, Tno s Quaterdy Repod on Fom O Q(Fle Mo S467) for the quaster ended Jutre 30, 997
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Recond Pledge Anendment (SPT) daed Cetober 4, 2005 amonp The Amalgamsied Collateral Trug and Snake Hiver Suger Company
incorporeted by eefermnce i Exhibit Mo O 4 (o Valbi, Tic s Amendmeni Mot its Coreor Bepieit of Form B K (File Mo 5467} dated
October 3, 2005

Guaraniee by The Amalgamuled Cosliaeral Tras in fivoral Soade River Supgar Company dated May 4, 99'.-‘ inorporal ed iy refarenm
fo Bxhilsit 04 w %alhi, Ino 's Quadetly Reper,om Form O QiFileMe 5467 For the quarter ended Tume 30, 997

Second SPT Cuaninty Amvodment dated October 4, 2005 ameng Tha Amalgamated Coflatect Trust md Jnake River Sugar Company
inentporated by refrencs 1o Bxhihit Mo Q3 vo Malbi, toe s Ameidriem Mo to i Choem, F.z]:-crt on Form & K (FileNo §467) daled
Octobier B, 2005

Yinlng Rightk and Collawenl Deposit Agresment ameng Snake River Sugar Company, Valht, loc, aod et Secudly Benk, Hatoval
Awpaeistinn dsted Moy 4, 9897 idctrpomited by wefseense 1o Extibin 08 o Yalhi, Tnc “@Qumﬂ?‘ Refnqti nnfﬁ:m Qe le Mo
Sﬂvﬁ'.’j .Err'thmqmdzr Bm:[zu:l June 30, SOT

Subard i ation Agreonmamt between Valki, Inc and Sugke Riyer Sogar Coinpany dated HaY # 997 incorpocsied by rmference to Exhibiy
0 o Valbi, Inc e Qiaderly Repott on Perm O Q (File Mo F467 frodhe quaske: cnded Tene 30, 097

Firgt Anendrmenl Gy U Subordinalion Apreemenl beliwesn VElES Tne. snd Snake Kiver Swgar Compeny deted Colober %, 2000
incorpomated by nefrance t Exhibit 0 7 (o Valhi, lae ‘s Ciieclerdy Beport an Foome @ CGFDe Ho -5467) for the quadtef etrled Septamber
0, 2004

Fammn of {plion Agrecment among Smuke Biver Supar Compaey, Vallii, Tac ard the holdast of Snale Rver Bifar Company's 0 9% Senior
Menes Thie 2008 dated ®ay 4, BUT  ipcorporared By relerence to Bxhibit 4 to the ¥alki, e ‘o Quanody Report on Form 0 7 (File
Mo 5467y farthe quariersoded Tume 30, 997

‘Option Agmement dated Cewbar 4, 2005 ammng Valkl dne | Siwke ¥iver Supsr Company, Motlhwes) Farm Credit Services, ELCA and
1% Bank Nationsl Awaclition  imcompormted by refbmdss k Brhikil Mo 06 to Valhi, Ine s Amteadmeni No - to iy Credt Fepord on
Forn 8 K (File b 546T) dated Dcu:ber &.200F ’

Pimt Ameridment 16 Gption Agmememry trnoag Shake River Supsr Comgany, Yalhi Tog , drd (he halders ol Snake Rivers 0 9% Seaba
Mrles Due I00% daled Cofoligr 9, 2000 Ipcorpomred by mibrenes o Brbibil 08 (o the Whlhi, nes Oparledy R.ai;mrr. om Fomh: oq
(File Ho 5467 for (he quardséeended Seplember 30, 20090

Formalion agrsment daed 2 of Oetober B, 393 arwong Tioide Amenicns Inc, Kroaod Linisises, Ine akd, Lotisiand Pigment
Compiny, LF  Ilncompomtéd by mfeidnce 1o Bxhitil 02 of HL's Chiaecly Repan on Form -0 QqFT: Ho B400) for the quaster il od
Bepicmberdd, 993

Jaint Yearore Agrercett dated as of Cefober 8, 523 bepaeen Tigtldo Americes loe and Kmnoy Lowisioa, HI& Iﬁtﬁfpﬂrﬂaﬂ by
referanits 1o Bihibit 4 3 ol WL Quaredy Repar oo Foan O Q{File Mo §40% forthe quanes ended S:aglte-mberElT ho3

Eramos Offoke Agreevient dated as of Oelober %, 993 by and Between Kwonet Louisions, oo sid Lovdsiana Pigmeni Company, LE
{ncerpoerated by mfarenct to Sxhibil 04 of NUY Cuarterty Repot on Form 0 Q (File Mo 6407 for (i gttanter enided Seplember 30,
993

Amendment No to Emnos Offigke agreemwent daled as of Decemfer 20, 995 holwern Km:ma I’.ﬂnia'i‘ﬂ:n.a:. Ioe and Louisiams Pigent
Compny, [P incomarsted by mibmence o Exbibil 022 of NLs Aodudl Report on Form 0 Bo{Flle No'  640) Tor Die year ended:
Dhegermper3 995 :

Allucation Agrsement daled sn bf Getoher B, 993 belween Tiotide A e, [CTAmeritan Hﬂ]dmgs, Irg , Beamios Wﬂ'rfd'.hidﬂ Tz
{f/m Bronag, tie ) and Eromar [ouidana, 1m: incorporated by mferencs Lo Enﬁ"ﬂ‘ll b & pa W% Quarerly Hepod an Fiim' 0 G (Flle
Mo 6400 for thie cuarier eeded Boplember 30, 293

Lemme Contreet dated June 3 . 552, belween Farbeaflrdekan. Bagir Aktfengeselschaft and Tiangescllzchiatt mit beschitmikter Hoftumg
{iReeman langnape version and Baglish ranslalion therenld  fncomqpérated by referemee 1o Exhibic 0 4 of ML Aipoal Begros on Fomn
O K{FfleNo  B640) for tho your ended Decemberd | 985

Adminisiraiive Sertlemen for terim Bemedizl Meisureg, 3ite Investigalion and Frasfbiliy Study dated Foly 7, 2000 beiween (e
Arkanzig Deparment of Edyimersmental E!ua]fty, Hallifurlon Energy Servicss, hor, M L ELC end TEE Mansgmmt Compesy |
ihotporated by rifetsade for Exkibit 10 Tremant Corpomtieny Quartedy Kepart pn. Fann 0 G (File No 1 L6) foc the Tt
ended Jona 10, 2067
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1 ot Hoo Exh b Index
G47 Hestated and Ameofied Aprecrmsnt by end belwseen Richapds Bay Titanium (Propricteny} Limiled (acting lheough 16 sales agent Rio Tito
Tor & Tiimdinm Uinsied) and Kmonog (US), Ino cffesfive jamuery 20 6 incorporuied by meference to Bxlibit 026 w fbe Anmozl
Report on Famrn § ¥ ol Kronos Werldwide, Ine (Fife No 00 3 763) forthe year ended Decentberd | 205 _
048 Credil Apréement, dated Februnry 2, 200 4, by amd among Krones Worldeide, Tee snd Deutsche Bank AG New Yok Branch
in¢orparated by reference 1o Eihibit 0 oFthe Cusrent Repon on Fomn § K and Kled by Kronis Worldwide, ne (File Mo 00 3 763}
dated Febroary £,20 4 and Hled by the egiurant on Febrary  €,20 4
049 Elrst Amendroent ta Credii Agreemeny. dated May 2 , 20 § gmorp Konos Waddwide, Ine , Deubiche Bark AG New Yotk Branch, s
Adertwizimalive Agont, and the londars a pany themte ocorporited by refscense o Exbibil 0 o Gie. cumr report on Form § K aod
filed by Hronas Wardwide, tne (Pile Mo 00 3 7633 dated My 2,20 3 and Ol=d by, fhe rgpisinnt'on May2 20 5 ]
0 50 Luarmniy wnd Securiry Agreswcol, dared Febroney B, 20 4, smong Eroncg Worldwide, Inc, Krmoos Lowlsiada, Toe | Emode (18], Too .
Kronts Internatiowal, s ewd Ereudséhe Bask AG New York Bmocki  incotpomled by relernoe @ Exhikit 02w (f# Cyuxrent Reparnt o0
Foicn ® ¥ (Fliefa 00 5 783)daled Fehruary #,20 4 and Hled by and Aled by Krvoos Worldwdes, Ing on Febriary 8,20 4
cs itererediter Agremment daied ag of Pebrusoy. 8,20 4, Gy and between Wells Farge Capital Fiimmee and Deilleche Bank AG New ¥auck
Bririch, 1nd woknowledped by Kiviios Wool dvsds, Ine ; Keonod Lovisiana, ne and Krenos (U8), Ite  ingarposaied by reforetice 1o Ehibir
0 2 o the Curens, Rapod on Fortn § K (Flle Ho 00 3 763} dnted Febirpary B, 20 4 and fled by and 6led by Kronos Wardwide, Ine on
Febmary 5,20 4 ' )
052 Furchase Agfeament by and betwecn Kockwell Holden, Ino and Andrewe County Holiding, Ine  (ncocporried by refirmee to Exbib it Mo
2 [0 Valbi, In¢ "g Ciurent Bepor oo Form & K {Fle Mo 333 463F § dated November 9,205
2 Suhsidinries of Fyibd, e :
23 =w Clotrent of Privewaterh mssioopert LLP with ropect 15 ¥ethi*s Contalidared Fidancial Btaretneats
ER Crerlificitlon
3 e Cerificatian
3z o Coptification
{4 [Nz * KBRL Instance -[hadimmnes,.
1 SCH- XBRL Taxonobwy Briemion Scheme
1 CAL== XHRL Taxuoodmy Extensdon Calculmior Link sy
I DEF*" NEEL Taxbmomy Exension Defioition Littkbae:
I Lok« FARL Trxonomy Exrension Labc] Linkbage
0 PRE** XBRL Taxortotny Bxlension Progeniation Linkbate
* Managemeni cotimol, coimpenaion plan or agreement

b Filed herpwith .
Exhibit ¥ ik roulnbed for the puepn ses of the dischosums requireasais of Tttm 60 of Regulation § K promulgated by the U8 Fecuriies and Exchange
Clommisdes. and does ol repeeseat o restated coriBonla of incorpemlion {hadhas been Gled wilh Uhe Dalgvare Seomdary of SiEkc

T3
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Anninal RBepore on Form 10-K
Tteans 8, T5(a) and 15{c)

Tndex of Finaocial Statements

Faps
Financial Statements

Repun of Tpdependen, Registered Public Accountng Flm F2
Ciomgolidated Balance Shorts December3 20 4 and 20 5 Fil
Congolidasd Stacememiz of Operatione  Yeam ended Yecembers 20 3. 20 Lopnd 20 5 Fs
Conselidat=d Statements of Comprehensive neome (Logg) i epded Degerpberd 20 3 20 4apd 20 5 Fa
Consolidarwd Simtements of Stockholders' Bugiy Yo ended Degonberd 20 3.20 4 and 20 3 FT
Consolidated Statements of Cash Elows  Yearrepded Docepberd 20 3 20 4and 20 5 F&
Mees 1o Consolidated Fian s Statemens E

We have omired all Gruncial statement schadulss beeauge they are not applicable or the required amounts 4re either not marsial or are presented in
the Wates to the Coogalidefed Financial Statemends
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REPORT OF INDEFENDENT REGISTERED FUBLIC ACCOUNTING FIRM
Tothe Scockhalders and Egard af Direcrors of Walhi, ne

Tr, qur opinion, the azcompanying consolidated balance sheers and the wlated consclidaled statements of aperations, of comprehens ve income
{lozs), of etockholders’ equity and of eash flows pressnt firly, in all material respects, the financial poeition of Walhi, Tnc and (e subsidieges at December 3,
20 4 and 20 5 and the resulvs of their operations aud their cash flowe for sach of the three yeary in the pedod ended Decemter 3, 20 3 in confarmity with
accounting principles gensrally sceepezd in the United Stater of Amenca Also in o opinion, the Gempany maintaioed, in =1l material reepects, sfective
intemal comtral aver fingncial reporting e of Decetaber 3, 20 5, bassd cn criterda srtebliched in fferned Condro!l  featgraied Fromework 20 3) lamed by
the Cormmites of Sponscting Onganizations ofthe Treadway Commietion (COS0) The Company's menageiment is regponsibls for these financial siatements,
for maintaining sffective intemal eootre] owver finencial reporting snd G its assesstocnt of the effectivences of ntermal cooteol over financial repoiting,
included in Management's Bepot on Inemnal Contral Cver Fingneial Reporting eppeanng under liem 9A {hie espoosibility (s w express opinions oo thees
financial sarsments and on the Company’s intemal contre] over fnancisl reporting baged on ot integrared avdite We condocted owr audits in accordence
with the etandards afthe Public Company Accounting Oversight Beand {United States) Thaee etandards require thet & plen snd pedform the awdits 1o obrain
ragbonnble assurance about whether the fiopncial scatements are fiem of Toateral mimtatement and whether effeciive intetnal conmol gver financial epoiting
waz maintained in all matprel respees Our andits of the fnencisl staternents included sxamining, on a test basis, evidence topporling the amoGHts 4hd
disclasuces In the financis] eaternents, sesessing the accounting priogiples nssd and significant estimates mades by managenent, ;ud svalyanng the oyerall
fleaeisial stabesment presentation Cnr audit of intemal control over Anenciel reparting included ebrining an wodesending of intemal contril over finposisl
TepoTing, assessing the ek thae & matedal weakness exists, aad testing and evaluating the design and operating effectiveness of intemal contel based on the
aseeesed gl Crir endits also inclodsd perfonming sach other proceduree a8 we cansidersd necessary in the citeumsanes: We heliere that aur audits provide
& teasonable basis for auropiniong

As dizeassed in Mate 20 1w the conpolidated finanoial awatements, the Company changed the clazsification and presentation of debd fssuance
cogts and deferred income taxes in 20 5

A coampany’s inemal control over financial repoming iF & procees deeigmed o provide redsongble ssswnmee regarding the relinbilily of
finsneinl reporting ead the prepaacion of fngocial satemente for estemel purposes o acdonlance with generally accepted necolnling pringiples A
eofpany’s internal concal over financial repotting ineludes those polisies and procedures thar (F) pertain to the maintenance of records that, in reasonable
detail, aceorately and fiidy ceftect the wansecrions aod dispositions of the asztery of the compaoy; {ii) provide reascoable assurance thal TrAnEaCTiGNs Ak
recarded B8 necessaty 10 permip preparation of Anancial statements in accordanes wirh geaeally accepfed gecdunting prinviples, and that reeeipte and
expeaditures of the company re being made ooly in accordance with authosizations af mansgement and directors of the company; and (i3) provide
reasioable wssurence regarding preventicn ot timely decestion of unanrthorized acguisition, wse, or disposition of the company's azgere that cowld hase 3
materinl effsst on the finaneial statemente

Brecauss of its inhemsnt limitations, intsmal coneral aver financiel raparfing may not prevent or detect mmestarements Also, projectlons of
evaluarion of effeeriveness to future perods ace swbject 10 the fek thar concrols may becoms inadequate heeause of changes in conditions, or that the degree
of compliance with the polieies or prcedurss may doteriorate

Mach 20 §

tu PriowstethouseCoopers LLF
Irallag, Texar

Bz
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VALHL (HC. AND SUBBTDLARIES
CONSOLIDATED BALANCE SHEETS
o miI[iuns}l

Tnlg - 2015 i

. . ARSETS
Curenl atheta L . . e - . . .
© Cughoand cubyequivalents | T : : OE CRSSE ¥ ] 4|

Restncted cadh equivalomis ) o _ ) ) ) 05 . N3
Markelable sssuritier | R . ) S S i B 1 |
accounis and other receivables, ner 273 . . IIEA
Refindshle inporm ey~ . o _ _ LS R
Reteivabln Ao afiliaes e L . 1a%
Lanid held for deseelopment - - ) : . : T T ) |
Invantories, net o . . ' 4430 ] R |-
Ciher enoeaf assets e L ) - S U TE, - . C 230
 Towlcurenl assels T, _ JiBe B06.2
Oicher mictets: . . B S . o : . o T e :
Markatable secncities . ) . o 2556 ) . 2549
Investmept jo TiOk maanfiehitng joint ventae - - ) . ] T B8O T &7 B3R
Googsill - o o . T R 37y
Defmred tocome taxee . T R LR S P 1 1h ' i3
Pone g ony ittt ] o ) . O i Uy
Oihgr wamcts |, - - L P 5 AR T ") )
Tl orher assets L o _ Y B5E
Propeny endvquipmeni: . . . . B L : : . - S
Land L _ _ _ & . 484
Buildings L - ' E 265 0 1307
Equipment . _ T E 10616
Tredimnddr, slorage sad dispogs! feitities . - o C . : - 1 IR .1 £
Miging properties _ S ¥Z0 . . Maa
* Contiruction it progres ' . - : . - Thd : 33
. C e A0 . 1,574.8
“Leas eecumilaied depreciation. o B - PR C o568 . a09.1
Net propeny and éguipoet ) . . FEET G65.7
- Tolal astely L : . - 3 . 25472 § C 2m3Td

Fi
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. X . . . 4 - 20LS
LIABITITIES AND STOCKHOLDERS EQUITY R i
E‘u.rmrft (iabilitigs; . .
Cumrnl wairties ol g tem debi &7 i Coes -
Ao (s payably 352 148
‘Aconed lsbilities FEO P i N |
Payable Lo 3ffilistes _ D 455
Incoims Eaxes _ 18 - 5.7
~ Tertsl eupren Liabililics 3273 IRA.E
Monciisent [hbillies: o T
Eang ¢m debt 987 91N
* Defegred neotne Laxes - B30 8 k7AW
Artnped pention cosly . J42 4 21648
Accrued eovimemental wmedistion wnd related cons e 3 108.7 -
Mcme&pns&ﬂuw heuaf‘ita cosls . 4 118
Chber linkilitiee T i A 1146 -
Tekal noncunm1 1fuhl1m¢§ : SAaa 1 '1'23.! .
Equity: - v :
Valhi stockholders’ eqietty: o -
- Preferred stock, 90 par value; §000 shink suiborized; 5,000 dhigces ioed g3 #4473
Common ateck, § 0 pag walue; S06 0 millics. sherss aurhoczed: 3‘53’ 3 millivh shartg
iagued and obgtinding, . in 16
. .Addiﬂunalpu]d inmcapial | o -
. Retained sarnings (deficil} 47 (1 55.4)
Accurmilaied elber comprehensive Toss 4B E- C{1%7)
Tremsury slock, al cogk 3 2 million ghamea 4% 4a) - (464
Tl Vilhi abzckbiolders’ squly ' 4776 . I6K.T
Nonoooirolling interssf in subzidiedes JIEF 1582
Tl mqunity .- C L - FIEY:] 5264
Teal [Babililies and aq'u.:l'.y 3 LaE5Z  § 15374

Covmgitmenats and conBogencice (Mod=s 9,

YALHY, INC. AND SUBSTHLARIES
CONSOLIDATED BALANCE SHEETS (CDNTIIW‘EIIf
{In mlfony, except shure dats}

. Decewnket 31,

2, Gand 7)

Fie accompanying Motes to Congelidaled Finameral Stalarhent ¢

E4
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YALEL [NC. AND SUBSIOLARIES
CONSOLIDATED STATEMENTS OF OFERATIONS
"{In miilins, eicoptper share duta)

Weard epdesl Decpmmber 31,
] ) 2017 1014 I01% :
Revenues and other income? _ ) . : o - ' ,
el sales Lo % BETE 5 BEIE F . 1,832.% :
Ouher incame, net ’ . S ' : - - . #%0 410 b :
Tirlal yeveawes am‘l oihrsrm l..::-mes o ) ) EE A0 & 1,564.%
Costs and sxpenses: ) - ] : . . . S ) . .-
Cost of sales S 7284 A59 8. REIE
Selling, geoeml and-adrminismrisn . R ! . . s FTES X £l A
Lasspa prepaymenl af debi, net S . L _ - L
bterest. I e _ - T 36 - . . =i
Tokal costs and expenes L ] ] ) 4, 695 T 6 1,634.7
" Incnme (loss) bafars Ieome taacs : B : . e L (.
'ﬁﬁ.ﬁunm fai enpemge (beanid) o . EEE)) 325 573 )
Nt baeowms flnas) - - : S ' ' W5 L AT
Hopeontmting interest in TiEl intome {[as&j ut‘s-ubgud]anas _ (22 3) 187 37.5) i
Met incame (loss) adnibuiskie (o Yl stockhalders . _— 5 . i?ﬂ'El & T _(133.4) o
Bagic and dikiled net inpoms iluzs) per s oL _ i {204 § & 3 (-39 ’
Casti dividendeper share . . . . % . - T
Bosteand diloted weghted Eumgeshams numundmg 3q2n 420 N

See pecompanying Motes (o Coisolidated Fluangial Halemonlz
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CONBOLIDATED STATEMENTS OF COMPREHERNSLYE [INCOME (L05E5)

{In millbans)
Yailts etilled Deterabor 31,

2013 FIHE 1015 .
Ml income Toss) o . : 5 (369 % - - 9% & Ty

Orbier compreb maive intame {]033}, not of tu: o o S . ] T
. Cummency winslator ] : N . . S T18 S.E R r 4 |
Trerest tales Bvigt ) . o o . (LH}
. Mudcoimble siogdties © ' . S ‘03 22} TR r A

. Dened benefli pengion Plﬁm . e e e az I Y] 126

CWhier postretiseriens bensfit iflans . o ’ : . - 42 - ' ek R e
 Total ether comprehensive s Unm}_. HEE . 3] (2020} {T4-4)
Comprehensive losd : : : . . 3By - .. [ X3} T A
Caonpehensive 1o stifbulable 1 rinrmritmﬁing m[tmsl : (e} {35 7} (63.5)
Cornpretiensive logs witrbavkabis bo Valkiv stockhol ders . . ] J . Al F [RGE) % - 1B

Ber accarpignying Moles ro Crmsol[daked Flrimetal Swternsars

Fa
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Balanice a1 December 3,20 2

Mez loss

Cash dividends -
Ciher comprehentive incoms, ned

Homcontmlling inlecest ofb Lismess&é;

il

Equily trangactions with uunuurnml]mg

infeqehi, el

Balmive u Decerber 3 , 203

Tl o e

Cah dividends

inher u:u:rmprehen.swe loss, nel )
Egquity oo sactions with nnntnnrro11!ng L

[EI![CII:BL oet _
Balanee g, Derember 3, 20 4

ot boiig -

Cash dividends .

Chhier comprebéngive 1oss, net ;
Byuity immeaclionys with nimeans| (g

internsl, nel
Balomes -tDbﬁmher::il, 2!15

VALRI, INC. AND SUBEIDIARIES - _
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Yeurt endied Pecemater 31, 2013, 2414 and 2015
(lo milioons)

Vilk Sigckfrolders' dqo bv

Acrimilb ied
- Ad @ dinl Blena wed nifesr Hom-

Preferred Cimmon pd e & EAkiL By ERN P e Tred vy caniveld ng TuiLal
dock [ Ta kal tael £ £) nenme (hom) stack wferiesl Bl By
‘s EF1¥ %¥ .. ia & . 7RO % 754. 5. 42q) 5 L B T

(95 0) 289y (6%
(500} ¢ 0% U (B3 (86 )
J40- * LK |
.65 &5
_ (4) _ L) {5
AT 3 . 2 sETE- {37 &) (8 496} - 3% F *- 43'923.
o 8B . s el
@80y . (= . 93 (566
LANE L 6 4 2020
S S R SN R
HET B 16 _ X { 43¢ {49 6) 363 B39
o o S A S O arE 1LY
(.2 (26.9} _ (14455 LT}
- : (4B} ey - (744)
. 1. _ o . . 2
¥ 6673 § IE S 3 (I554) § (9705 8§ {406y 5 253 ¥ ETES

S arcompanyiop Notes (o Conselidated Fivancia] Siements

FT
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VALHL INC. AND SUBSIDIARTES

CONSOLIDATER STATEMENTS OF CASH FLOWE

Cast ows fremh operatiog soliv] liss:
et incoroi (loes)
“Deprtciaiion add amofizdlido
. Het(gain} [oss for:

Brmgaln puchive and e wEseaEn Bl [iling wrmng bveoterm Ao Teqiviree

Becunticd imaections, net
"Diepdsel o peaperty and equipment, nel
Loas oo prepayrinl ol debt, net
MNoncash inleest sxpense |
Benefil plan pepénse greater (lgse) [Ium cn.sh ﬁmding
DesFered intoms miss
Dissritrmiiong fram il m anufEciuing jl:il'nl el fel
Oher, nist .
Chinge tn afseis and 1iabilinige:
Apcoupls and atierrecaivables, ol
Land held for devedoprent, nat
Imieembamsins, et g
 Accooanté papable and beormed labiliiss
Tneome faxer )
Accounte wilh arfiliales
" Chhernoocimend aeegts .
Duher o ament skl ities
Chber, ned
MWet cash pravided by upemhfy aofiviles

o milllons)

¥eard snded . Becenbrgr 31,
013, 2014 P11 )
1;1:5 T 745 m O RTLI)
T&5 . TR £5e .
(54 6) '( Do
(2 ]
LI B i
B9 .
5 - 213 15
70 3 ) 19
L #n S At BST
0% 0§ 65
60 CRE TE
3. @7 b.r e
{5 £} ) AN
2260 (85 ¥ - JABA)
T4 264y aFH
(& £) L . A
(2T} ad . 171
&} ig - 2
2 i 17
|30 (33 (L]
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VALHL INC. AND SUBSIHARIES
CONSOLIDATER STATEMENTS OF CASH FLOWS (CONTINTUED)

(To milllons)
Tedrd eaded Devember 110
13 pli] H s
Cash Aows fiom evesling-ackyifes. ) : . e - o C
Eapital expenditdrs, ] . ' 5 o (TE) 3, {'f: Tj s 5446

- Dapitalized permitcsels ' : - 4] R 3 -
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YALHI, [NC. AND FUBSICIARIES

CONSOLINATED BT ATEMENTS GF C&5H FLOWS (CONTINLUEL
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YALHI, INC, ANI» SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCTAL STATEMENTS
December 31,2015

Mote | Summary of slgnlflcant accountdng policies:

Netgre of our bustress. Valhi, e (NY3E: VHYD is pricnavily a holding company We opeate throupgh our wholly owred and majordty cwned
subsidiates, inzhding NL Indusmies, Ing , Bronos Wardwide, Inc , CompX mremsiiane] Ine, Wage Coomol Specialiss LLGC ("WEE), Tremont LLC, Basic
Management, e ¢“BMI) and The LandWell Company (“LandWell™  Eronog (MY EE ERO), NL (NYEE: NL}, and CompX (WY EE MET: CIK] each file
pedodic regors with the Securities and Bxchange Comomisson (SR '

Qeparization We are majorily owned by a whoelly cwmed mibsidiary of Contran Coporation MConteen'), which ooy approkimately 33% of
o purstanding conmoon stock a1 Decembar 3,20 5 Al of Contoan's outetanding woring sock is beld by a family oust established for the benefic of Tise K
Simmong and Serena Simmons Coooelly and their childeen, forwhich Mg Simmoos and Mz Connelly ars o (matess, oris held dirsetly by Ms Simmons and
wis Connelly or ehrities mlatsd w them  Consequently, e Simmons and We Connelly may be desmed 1o contol Conman and ua

Unless otheowise indicated, refeeenoes in chis repart fo “we,” “us” or “aur” refer te Valhd, Ing and is subsidisties, taken as a whole

Mehegementy estlmates, The preparation of cur Coneolidated Financial Stetements in conformine with accoundng prpeiples generally
accepted in the United States of Amedce ("O8AP”), requices 08 To make ¢stimares snd assumepiions thar affect the reported smodnts of our sssers and
limbiliries and disclosures of contingent assets and liskilities ar gach balange sheer date and the repormad amounts of eor eveniss and exponses doring each
Topoming porlod Asmal resnlte may differ significandy from previooely catimated smounts voder differsnt asmiToprions or condidone

Principles of cansoltdation. (ur congolidated financial emtemeants inelode the fnancial position, resuis of operatinng and caeh faws of Valhi
and gur majorty opned and wholly owned cobeidianss We sliminate 31l material insrcempany aecounte and balaness Chenges in ownership ate soounbed
for a2 By Uiy Trangactions wich 0 gain or loss recognized on the ransaetion unlese there is o changs 1o control See Note 3

Fareign cavrancy ranstedon. The financial saterments of our foreign subsidisoes are transleted 1w T8 dollass The funcricnal pumeacy of our
foreign subsidiaies is geneeally the local cumency ofthe country aceordingly, we wanslane the assets and lighilitize af year end ratee of exchange, while we
trapelate their mvenuee snd expenges af averge exchebze tates prevelling duddng fhe year We sccumulars the regulting translation adjustmencs in
stockholders' equity as part of accurnilated other comprehengive income {losg), net af celared dedfeersd incomms mess snd noocooteolling interser Wi
Mecagnize cuIeEY ItRNgacTIon gaing and losses in income

Derfvativer wnd Redging vetivigies We recopnize deriverives os either an azser o7 lability mestured ar fuir value in sccordence with
Accounting Staadacds Codificetion (“ASC'™) Topic § 5, Derdvativers and Hedging We recognize the effect of changes in the fulr valne of derivarives ether in
netineome orather comprehensive income (loss), depending oo the intended wse af e deovetive Sos Mote B

Csh and cosh eqbdvaleats We classifr bank tims deposity and povemment snd comenersial notes aod hills with oriping] matuoties of three
months o less as cash equivalsnte .

Regricred cagh, cash eguivalents and mearksteble dobr sagariiies. We olassify cash, cash equivalents and marketable debr securities that have
besn eegregated or are otharvize limited in vee as estricted To the sxtent the resricted amount relates 1o & recognized Liability, e classify the resmieted
AMOGAL 85 CUTERT OF AT Gwerent according to the comesponding Habiliby To the extent the wsnicted amornt does aoc relate to a recopnized lisbility, we
classify remricted caeh ag s current sesel and wi classify the restricied debr securiny 3 either o oumend ot noncument assel depending wpot e mamdTy date of
the sgcuty
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Markatahla recuritios aad geouritier transactfons, Wi cory maketshle debt and squiny securities at faly value ASC Topie 810, Fair Falue
Meosrements and Disolaneres, eerablishes @ consistens femework for measing fair value and (with certain sxcepfions) this Fameswork 1a penecslly applied
to all Granetal stateoents itoms requinsd 10 b measured at fair value The standard requirey fhaie valle messnrements 0 ba classified and disclesed in one of
the fallowing thres cetegories:

¢ Fevel ] Unadjusted quoted pricee in active matkets that are accessible a1 the measwretnent dae for identical, ungssmicesd asses or
ligbilities;
#  Leval 2 Quoted prices in markecs fhat are not active, or inputs which are obsecvable, either directly ot inditsetly, for subsranrially the fill
© term of the essets or limbility; end

+  Lepeld Pricerorvaluation techoiquee that require inpas thet ae both significant 1o the fit valye mea sagment and yoob senrable

We recopnize vnrealized snd realized gaing and [oseee on tmding fecudfies i incoms We acowmulats wnrgalized gaine and loeses on
svailable for zale secunitas aa part of accomulated other comprehensive ineame (Joss), vet of related defemred ineome faxes and noncontralling, ineevest
Realized gaite and losses ate based on spacific identificarion of the zecunties sold

Accosnts recetvible. We prvide an allowance for dovbtul secoums for known end estimersd porential losses ariging from our gales to
cugtamens haged on @ padodic review of thees accounte

Irvesrories and core af Jeley. We mane inventories a1 the lower of cost or takesr, net of allowanpe for oheolefe and elow moving i0venTones
Wi penerally hase inventory costs for all inventoty catsgoTios o average cost that approxinates the fivst in, first out method Inventories include the costs
for raw materials, the cost to manufacioes the raw watedale inta tinigshed goods snd ovechesd Depending on the inventory's stage of complelion, our
manufactudng cosa can inslude the costs of packing and finishing, utilivies, tnaintenance, depreciation, thipping and handling, ead swlades and bonefits
pesnciated with pur maaufrerung process W allocete fxed manufacturing overbead cosis based on nommal production capacity Unallocated overhead
ragts requlting from perads with abnormally low pradoction levels are charged to expobsc 28 incnsmed Ag inveatory is £0ld v third parbies, we resognize the
eosr of gales in the same peried the ssele ocoure We periodically teview our inventony for sshmared obsolescence o instances Whoh fnventory is ne longer
metketable for its invended uze, and we rsoord any yrite down squal 1o the difference berwesn the cost of invencory and ice estimated ned realizable walue
hased oo aepmmptions about altemative usss, mariet conditions snd other Bewers

Lied beld for dzvefapmant. Land held for development relates 10 BMI and LandWoell, fior phich we acquired o conwolling interest in Decetnber
200 3, gm= Mate 3 The primery awet of LandWell is certain real property in Hendemeon, Nevada some of which e ace developing for tegidential lots in a
master planmed somrwnity Land held Frdevelopment wag szcorded at the ssrimated acquisition dass falr valus based on a value per developable scre at the
titng of purvhars Develapment cogte, ineludiog Infrstouetors improvements, teal sstabs taxes, capitalized inferest and ather opsts, some of which may e
allacmed, are capimlized during the pedod incumrsd Wo allocats coms 1o cach parce] sald an # pro rate basis associared with the relevant developmoent
activiry As land parcels ste 20ld, come of land gales, including land and developraent cosrs, 3 allocacsd baeed on specific idenufication, relarive sales
value, square footage ot 4 combinafion of these methods All sales and markering activities and genecal overhead wre charged ta selling, general and
Adminisiraidy e expense s incumsd

Trvestment in TI02 marsficiuring foint venrare, We account for sur tovestment in 6 50% camed maouictanng jeint venfure by the equicy
method Ges Mo 7

Gaodwill and other iangible asters; arortiatfon expense. Goodwill Tepssasnts the excess of cogt over fair welue of individusl net assets
aequired in business combinations Guodell is not sobject 10 periodic amomization We amartize other intangible assets by the straight ling method over
thelr eutimeted lives and state thew net of apcumulated amortization e evaluate goodwill for impairment, snanally, or when circumatances indicate the
carrying value may not be recoverable We svaloats ovher :ntanglb]e asgets for Dmpairment when avente or changes in elrcumstences indicats the catying
value may not be recoversble See Nota §

Capitalizad operating permits, Jut Waste Managetment Tegment capicalizes dirsct costs telated to the sequisiflon or pmewal of cperating
penrits pad amorizes such sosts by the smaighe liae method aver the term of the applicabla permit Our ner capitalized aperating permit costy include
(i) cowts 1o banew cortain pernite for which the reoewal spplicarion is pending with the applicable regulacory azency ind (i3] 0513 o apply for cevtaln new
permite which have not yet been issued by the applicabls regulstary authodty We eurrently expect reneval of the pemitz for which applicarion is still
pemding will geeur in the ordinary coures of business, and we are smodiziog costs velated 10 Fach reaewale from the date 'th& prior pemmit expired All
operating permiis are generally subject 1o maeswal ot the cprion of the i lssumg governmental agency See Mo 7
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Property ard egqulprsan degrecafon axpense. We fele propermy and equipment af. aegoizitien eosl, inslnding eapiuwlizéd inlémest oo
barowings durdng the sctusl consnelion pedod of major capital pojests In 200 3, 20 4 eod 0 5 @6 capitalized $ 6 millige, 52 9 mlllion and. §
miliion, respectively, of intorest costs We comoplle deprecialion ol property sud equipmert G fnancil eponing pumposss (including wining equipmendi).
prineipally by Uw simight line method over ihe esfimated usgiif [ves of the asaets a3 fol(ows:

Azeri Upcfiah | vea -

Hifldings und {mprovemety - I . 0 o 44 years |
#achinery nnd equipment 3 (g 24 years

Mine development cosls T . ) " Vnits of prodlueiion.
Land 6l dispasal casls Units of sansiwdiplion

We uge aceal e ed depreciatict Thethods-thr fnsame % purioses, 15 permilied  Upon.the @isor rtlimmmt.nfgn pet, W romove (e relaved
codl and accumiined deprecininon Fom the fociinte sgd merpmize woy gein or (o in (ncome cuoently ’

Wh expenge expeodliures for mainienance, repsin and minot waewals 48 inoumed that do ol improve orextend the lilke of te ety o cluding
planned. tsfor maintesanae C

We-have a goverminenial cohoersion with sa enlimited 1em fo nperis our ilmenite mines in Nomey Mining propeaties consist oFhuildings
and cquipmem wsed in our Nomwveg leo ilmenils minftg opemations Whils we avn the land and ilmehie resetebs isocisted wil te minity opemstions, sck
land and reserves wem doquired for oomin ol valus and e Feve no matesial assel recognized for ihe [and snd merves wélated 1o ourmining oporalivn:

Wi operte wiste dispnsal Brilities We capifalize preparation cosis [or land Bil dispoeal dells, including casis relditing 1o extavatign dod
grading and the desipn and construceion of Tiner and leackats colloclion ayslem Wa meopuize elosurs and post elosiee costs 25 pagt ol (e catrying wilun of
gur dispozal facilitiss - ..

Wi pérfhmn ipaicmel Lests whes gvents or chabges in cireamstén ces ndicate the conying welos may oo be reovenbls We consider dl
relevand ficlo We perfort (He fnytaivment test by eomparing ibe esfimaiéd flu e vndiscownted caly flows (eclusive of intersst expenae) wsarslated with
the ageet rasel groupn te e ssel’ net comying valie 0 deleasiing (f efite down Lo birvalue iz sgnined .

Closmire and post elosire cosiz The cloaur gad post losurs ohilgations related tn our Waste Rianagement Sogmeots wadle difdpess) gites are
coversd by (he soope 0f ASC Topic 4, Avdal Refiramans and Envtronmental Olijationy We rooginize the Rir valws of  lshility fir an assel miiremem
obligatinn o teconlance with ASC Tapie d O in the perdod in which the Habifity bxincueed, with on offebiling incrosee in the eamying wmount of fhe rilited
long Uocd adser Ohwer tisne, we aocrei the linhility 10 jg fuburs value, nod e -depegoisle the cupitalized vost aver the neefil Tk of the relaied assdét Tiie
aceretion and deprectalion expenecs wre repoosd a8 o compooeat oF (031 of sales i he dédmmpanyitng Sulement of operation: e sectunt for fopue
revislane G the eetlmated fair value of the asser nefieement obligatgon due to changes 1o Gio bt andfer wimitg of the expected Dpne cask fobks to stila
the miisenmeni obligalion, prospectivaly as s sdjustmer to the previcusly weognized asset weliemeal cost Upen seiflemenl. of the linbility, we will either
seltly freohligalios forifs eesnded amannl or meor # gin,or lees ugon. sewlemes, See Motz O

tang-term dese, We state lang vem debl net of sty onaromized origital fssue premivim, digcount or delbméd. fnancing costa W clasil
wmodizetion of defemed Fnaocieg w09 and. any preriine or dlzeound aggocisted with the issvance of indebtednesss 98, Miemst expense, and comipile
araeetizalion by gither the inleresl mofiod orthie seaight Hoe method averdhé (ono of thi applicebls jgsoe

Emplayee banéffe plaa, Aveountivg and fuiding polivies fre ourretiment plass o desorbed in Mete

Incomme faces Wi wnd otr quelify ing subsidiades ar wisepharg of Cootrant consoltdated U 8 Fedeml indamie tax group (e Conbrr Tax,
Group”} Weand cenaie of aprgualifying whwddiedes dlee fle camsalldaled income tax recusne with- Contran in variows U S stele fiviediobions A 4 member
afthe Comtran Tax Creoyp, % are joinlly and severally liable for the Faderal incomss tax 1kabiliEy of Contmn and the other compani ep iecloded in the Contean
Tux Group for all perieds 70 whick we s (icluded in the Contmn Thx Crevp See Neta T 42 & mérofier of the Cofilrin Tiw Gegrnp, wie' ar a party lo a lax
sharing e griement which provides that we compute our tux provizion for US income fe¥ck-oh 3 sepamle company basly weing the tdi clectons made by
Comtmn Bursuani to the 1% ehardng 2areenent, we make payments w ar mosive paytiénte Eonir Conéran in ameint we would beve paid v or reoeivad, oo
tie US Inlernal Revenus Seryles o the applisable siae tax aoiiotity had we nat beed & member of the Conteat Tax feoup We made net cxsh paymes b for
income [gEag ko Coniran of 5% 5 million in 20 3 F 93 million in 20 4 and 52 5 milllan in 20 3 :
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Wi o0 ghize detbred tncome tax aesets end liabilites for the expected futuee tax sonsequences of temporary differances between smonins
recorded in our Coneolidated Financial Staremeats and the tax basis of our assets and lishilitizg, including investments In enc subsidiafies snd atfiliate who
are oot cnembers of the Cottran Tax Growp and wndisdbuceed samings of facsign eubsdianes whick are not deetoed to be permanendly reinvested Defbred
ibgome TAE, agsety and jiabilities for each tax paving junsdiction in which we operate are nected and preeeated ae sither o noncurent defetred ieome Tax asset
or lisbility 32 applicable In addition, we recognize defered Meome taxes with respect fo the exeess of the Goancisl Fponing camying amount over the
ibcotme rax basis af our diksct invesment in ¥ronce common etacl bespise the exemnprion under FAaF tg avoid recognition of such defered income taxes is
not available 1o w# The eamings of aur foreign subsidiaries sutject ta porranent relnvesment plans agpregared 5545 million st December 3,20 5 Yoz noc
practical for us 10 detenming the amapne of the unrecognized defened ineome tax Lighility related 1o thess syraings due ro the complexilies asgociaed with
the [/ % taxation on eaminge of farsign subsidisries copatriated o the 75 Pe periodically eraluace our deferred tax abeets in the various taxing jurisdicdons
in which we operare aod adjust soy celaned valuation allowanee based oo the sgimate of the emaunt of such deferred tax arses we believe does nat meei the
trore Likely than not peeognition criteria

We prooTd & peserve for uncenain fax positions wheee we believe It 35 more Llikely than pot our position will oat prevrail with the applicable tan
authorities The amount of the benefit pssociated with our uncertain wax positions chat we speognize is limited 10 the lagest araonnt for which we belisve the
likelihoad of reelization s greater chin 30% We apemae penalties and intemst on the difference beroesn X positions taken on our 8 retums aud the
amount of benefic ecagnized for finaneial ceporing purpases We classify our reserves for uncemain tax posions in & sepirate cument o nowewTen: Liability,
depending on the natune ofthe 1ax pogiton See Mewe 2

Ervirammenesd resmediavion and velired costs. We record lishiditiee telated wo environmental remediavion and related caets. when earimaged
fumie expenditutes ace probable sod reasonably estimable W adjugt thess socrials as fnrther fofirmation becomes wailable to we or as cirumstances
change We geoneally do not discount estimated funare expendines 1o fr2 pressat value due ta the uncerainty of the drning of the vhimate payaut ¥e
reedEnice sy tecoveres of mmediaion coss fiom cther parties when we deem fheir receipt o be probable W sxpense any environmental remedistion
telated lepal cosis ap neutsed At December3 20 4 and 20 5, ve had not recogoized any material receivables far réeoveney See Noe 7

Met sefos. We vepord saleg when products sre shipped snd title and other dsks and rewards of ownecship have passed to the custotasr, o1 when
we perform pervioes We inelude amounts charged 10 customers for shipping and handling eoers in nec sales We stare sales net of price, early payment and
digtribucor diseonnts and volume rebates We repor taxes asesseed by o gavemmentel suthority such as sales, use, value added, exciae ties and fees from the
Srare of Texas and Andesws County, Texds an 4 net bogis {meaning we 4o not (eo0Enize these taxes in either GUr revemues of i our ¢osts and expenses)

Cerain recail land sales of our Real Fgtate Management and Developmenr Segment are recopnized under the under the percentage of
completion method when we are sequired to camplets propery development and improvements atter e passes to the huyer and when a1l of the coteds of
AEC 070 605 30 are met  Under sueh method, revenues and peofits are recognized in the sume properion of our proprese towneds complotion of our
ponfractual obligatians, with our progeese meamired by costs incwrred s @ persencages of tatal coser sarimared 1o be incutred  Such costs incurred and foTal
estimated coste nelude woounts speoifically Idensifiable wich the parcels old ae well as cerain development cosee for the encire egidentialfplooned
commuaiey wtich see allocated to the pargels eold under applicable GAAP Orher roanil Jand saleg are penceally reco pnized by she full asgmial method of
appounting at ¢losing, in which tde paaces 10 the custosner and we have no remaining contmetnal obligations to the buyee

Saifing, pensral and adminiitestive expenses; shipping and handling costt; wdvertising costs; reseerch and developrrent cosly Selling,
genera! and administmtive expenses ineluds coms related to marketing, salez, distdbution, shipping and handling, reseerch snd deselopment, legal,
sevimonmental emediation and adminimrative funchans gach ag aceounting, reamuy and finance, and includes costs for salaries snd henefife oo associnted
with opr manufactrng process, trovel and entertainment, promotonal maferizle and profbssions] fees Shipping and hendling coste of cur Chemicals
Segment were approxitiately 593 million o 240 3, 893 million in 20 4 and $37 willien in 20 5 Shipping and handling ¢osts of our Component Products
gtd Waste Management Segmente are nal material We expense advemising snd rescarch, development and sales technical enpport costs &y meumed
adverising costs were approximately 52 million in 20 3 and § million in esch of 20 4 snd 20 § Fesearch, development aod cerdain sales rechnical
SUppOTL GO SE wets approxinaraly § 5 millicain 20 3,5 9millionin20 4 and § 6 million in 20 5

ey
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FeteZ Buniness ind peopraphic repmenis:

% eantrolled ot
H B segmenl ) : Eal 1y o dapr 39, 2OLE
Chemocald. . - L : : © Kmgoos - _ i T
Cemponini products . CompX . ) B
Wasle mian sjement . WS 3 0o
Renl ertate managerwsi . devel oprozal BMI and Landweel] 63% T

e cmtzn] of Krisnos ineludes $0% we ol d directly and 30% hetd ditecily by ML We own 3% of ML or cosmunt of ComapX is through NL
We nwn A374 ﬂfﬁm Qur cobind of Land @il ineludes the 2 7% we hold dimctlyrand 50% held by BM] Sec Note 3

‘I:F.Ie are arganized based upon oir opemting subsidianes Gur opemting ssgemenls e defTad ag éomponents of our congalidati opemetomy
about which separtle financial infrrmation is eveilable tha is rguiady evyfualed by gur chiel operstinip deelon maker in dewermining how.to allocafe
rasources and N pssessing pedbemiance Each apamting wégmont jp depamialy munigied, und each aperling sepment Tepreasaty & i legic husiness unil
ofering ditftrent producs

W ave the frllowing four consalidaled apodable cpesaling segmenta

»  Chemioalr Oar chnirdesls eegrment i3 amenatéd (e gh our majority cemteol of Kronos Kinoos it 4 lesding global praducer and madoetér
efvalue added Hledivm didxide pigrosnrs (TICe™) TiO2 {5 uesd fo impeet swhiltomess, bghtness, opacity diid durskilily Lo a wide variefy
ol pepducts, soolading pointy, plasics, papes Bbers and eomsmivs Additionadly, TiO 2 {s 8 arlicaf- componear of eyeryday applications,
such A% conlivps, plusies and-peper, 88 well a6 many specially products mich aw inks, Bods md coomgilyp Sée Hats 7

«  Cumpenent Froducts We opeats (n the comporest prodocts fndiing theeugh aur mﬂ]:mr,y bontes] of CompX CompX is ¢ leatfieg
wannficturer af fectrity products ueed ib the recreationkl tmnspanaion, postal; ofee add instihdisnal furnilce, cahinetry, 1ol pevags,
bualtheare gnd & varjey of alher (nduatries CompX iy alan a leadinp imenuBiciirer o Falainless sioel eichaust gyslems, gauges, throtle
voncrnls and im tabs forthe moreslione] davne idnsoy Al oF CompX produsion Geilities ane in the Thited Statés

» . Waste Mumagemenf WCA is our mhﬂdia.ur which npcra[es 2 Wert Tedue faaility far the preceseing, trealivent, siorage and disposs] ofa
broad rangs of low [evel mitoacliye, hazardaus, neie and oUer wasten WK sheained & bypeednel dispesd] liconas in 2008 and begim
disposal spermione g this fedity io Celober 2008 WCE mereived o Tow Jevel radic acfives wasle (“LLHW"} dizposal license i, Bepivisber
2069 The Comprac LLRW disposal Boility veomienped epsmtions in 20 2, snd the Fedeanl LLREW sité coiotieneed aperitiong iw 20 3-
We kmchd: gh agrecnienl for the talo ol our Wets Management Segment in bhwmhar!l} X, e Miglo 3

»  Real Esture Manogement and Develapmen; o tpemle fn mal egtals Trina geent and devel opment lhmugii dyr meforily conmol of
BRI and LandWwsl] BWI provides wtilfly seovisss 1o certain indumrial-aid sounicipal cusiomers apd awne sl property in Hendersor,
Mevadn LandWell ic engaged it effors to develop ceraly tart fioldlnps for commencia), lndusical end residendal plirpaese o
Hewdersar, Mevada Tn December 50 3, we dequimd & controilisg inters$( fa caoh of these companies, snd they are fnchuded @n uurrmlm
aCoperalignzand cash Hows hcgfnnmg om Janwary 30 4 Bes Bofe 3

We nivullate segmett perfsrmimes hased on segment opARtSE incoe, whick we dofine By inchme befors nome Hies sk aisha expen,
wxclasive nf coraln non mewrig jeme (Foch 4 pains or Tosses on disposition of biziriess woiw ood olber long lived assets oulgids the ordinkry dovme of
bosfest and comalo legal aett] eqmenils) apd ceruin geneml corpome insdms and expeabs ilens [includiag scouries aogsctions gaing end losres and |niteres!
and dividend ineomey, which &re ned afrbutable o the opevations e The reporiable spemiing segmente The secounting policies of tur eportobly operpling
gegrnenls are the sarme as those deseribed n Mote  Seprosel wesalle s report may differ Em grsumte sepatnely rportod Ty pur saroue Jitb sidfaries and
affiftatés due 1o puschase accounting adjustmenle ard refiied ansrtisstion or differences it bow wi define aperting income Tnrevszament sales are not
mzEienal .

luLmsl. i e luded in. thz calowluion of seposenl gpeming fncime ionof marera o 20 3, 20 4or 20 5, l:.‘apnai cxpenditures imdrde

additicas ra peogerty a0d sqoipmest bt exclede amownty #s peid e busivess ipdts sequired 1 Dugbhas mmﬁumnnns Depiccintion o smonfestion.

mlated 1o cach reportable opeling segoel includes smortizslion of sy inmngitle swees atttdble to the segment Anprtdation 6fdelied ﬁﬁﬂu‘lﬁg
corts and adiy previno or discount wanciated wWilh the zsuanse of fodehtedriess {e ndfuded in intercst exjrense
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Segmint wgels are cormprised ol ell asses affdbuleble o each meperalile opesfing segoitnl, Trclidiog g}andwt[[ and ather inlangible desets
Char i wegtment in ke TiC mavalaetormy joint venliee (sse Note 7)-i5 included i 1fe Chomilenls Segtoent™ asseta Carparate axsets anc ool adnibnteble wo
amy apertling ezgment swd edn stz principally of eads and cash equivalents, neicicled cagh equivalents and marketable securlies
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Noter Business crinbioateon, dispoil o wisd relatad B g edooe:

| Koraites Werldwide, e
Bioria 20 3, Kromos' bownd of dinectass authorized the repurchase ofup e 2 0 mill{oo shares of'lis comman sieek in apen mutk et imntestiing,

ineluding block purchascs, or in privewly negotisled Tansmctiony 4 unspecifisd prices mmd over an_tmape.r:iﬁm pedﬂd of time Kronos may repurchase ifs
comimon Mock fem e to tlmé as maker condilieins reomit The Rock mpi.iﬁ:husc prdiziam dows o6 include specific price trgels or tinefabler and iy be

puspended a1 any Licse Depending on madet candifony, Krongs may terminate (hh progrmm prior te it completion Kmoos would wse sad on kéad to

Begquire Ihe hirez R.upu:rchas.nd shares will be added io Emmos weastry tnd sapediled Tunag 20 3 Krenos repurchassd agproximately 45,060 shetes for
dppregare ol 5 7 million in eash under 16 Mgomchase prograd The 20 3 pm@fﬂs&g are (ft only purchases Krﬂﬁaahﬂmndt iy dale unter the plan and &l
December 2,20 § approvitately 93 millioy sherss are availshle formpumehnes

CampX Jelernational ne.

. Prioria 20 3, Comp's boird of direslors H.ul']:l,l:lnzr.‘d wariR repurcheses ofits Class A comuoan wtock in-apes iarded {ran petions, including
block purshases, o in privalely negotisted trnsdefions af tosgeci ied pricss and over ap unspecified peifod of lime Carmptt wy repunghaee ifs commoh
sock o time tt tme a5 merkel conditiony germil The stack tepurthass pogram disés wor mclude specific price targers of (inelshles and may be
suspendod at aoy me Depending eo ool condifioss, Coredd may terminae ke prograr prior 1o jtd cagpletion CompX wenld gensmlly vee cash e
hand 10 nogudee the shares Repuochesed sharee will b edded o CompX's breneury and cenceiled CompX d7d nol make any repuichases uwnder e plan
Auinig 20 3,20 40r20 5, amd st Dgeember 3,20 5 approximmtely 678,00 shares worw avillable for puwhese under thess suthonzdtlomy ~

Bagic Minagemant, fngl and Me LandWold Company

Friar io Diecember 20 3, we owned a 2% interest in BAAL, which among other things provides wility samvicer o an L:cduslna] purk located in
Hendermor, Movads, snd lemespongible Lo 1he deilvery of water 1o fhe Gty of Hendersen, Mevade aid varons oifier wsere rrowgh o waler dis(rbsrinh sysiem
owricd by BML We alsg had & 29 interess. 35 LendWell, which is aciively enpaged in efioms: to develop éertn peal amate in Heriderson, Nevady Hiilewns
an additional S0% iserest in. LondWell W accogmted for gur 2% ioTorest in BMYand 3% interst it TandWell by he equity method afseedupting S
Moz 7 Thres piber eolitics owned e ninalnicg ownership ot io BMD (8 325 falerese 8 3 % rueesgt and a 5% interod) ard FacdWell (a2 % interce,
b 3% interést and & 2% ibferestt Provisions s the goveming documenly oF B sod Lind Well give BMI and Tond Well aid theiz vemes 4 right of Gt
efizal wpor ahy proposed trneds olan awnerghlp intemsl in BWT end Land Well

Prior o November 20 0, the 1 % awnership infemsl In BMT and the 584 ownerskip inlecii in Lend%Well indigicd ahove were held by
Tromax Tncorpomied, which among other (thinge condwnied apemtions s the Henderson industrisl complex Temox &led for bmbrnp ey prorection b
. Januasy 2009 Ag part of Tronox s plan of tratgatizetion, in Noyemier 20 0 such Bl and Land Well foiscesiy were traesfreed v the Mevada Bivironrisal
" Response Trust (PNERT™), with the nensent of AMI dod FandWell and io owoers Gucluding ush and the pddles agited lo negoliate 1o establish the prics ml
which such BMI and LandWell totemsts wemld be tansimed v BRI od Lagd Well ardheirowasis Such negotiniions conlinued wnnl February 20 2, when
the parties reached agreement =y Lo the fagic monetsyp tenme of fuch tansfer Fudher pepofiatons over 8l of the 1evms and condilions of 8 dﬂ.’ﬁmﬁi\ra

agresment comlinusd until Deeermbir 20 %, when the padiss meolicd aprecineat as fo ull fete and zondition, incfiding the facd that we whitld scqgire-the -

EbdL end Land Well tmerests Bmoerdy ovwened. by Tromos., #ith (he consent af BML agd ia:ml".'li'i:“ aril their ather dwners (who elested not - &xm‘tie i
* righit of frst Tl rights)
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A% b resnln, in December 26 3 we campleted the soquisition of the 3 % ownership intereer in B Land the 5% ovwmneczhip incerese in Land Weld
held by NERT We completsd this agquisition because it allpwed vz to obuaio control of BMI and LandWell {with the congeat of Bl snd LandWell and
their other ownery), which ineeased our dirser ewneschip intérest of BWI fo 63% and cur ditsct owneship interest of LatdWell to 27%, which also resulied
in our gontral of 77 of LandWell {given BMT% 30% awnenship interest in LandWell, our cootrolling ownership interest of BRI and our 27% direct
ownership interest of LandWell) The atber cwners did noc exercige their ficst cefusal or paricipation tghts and accordingly did net prmicipare in che
roquisition of the additicns] BMI and LandWell interezts A5 part of this reansaction with MERT, we also acquired ene parce] of veal property located in
Heoderson, and apquired an option 1o purchaes four additional pareele of real property laeared in Henderion, swithout the payment of addations]
congiderstion fo WERT These five additionsl percels, which MERT bed also acquired #s part of Tionox’s plan of reorganizaticn, ave oot part of the land
comenlly being developed by LandWell b are logated in of ave adjacenct 1 the indueris] pad: The aggregate firvalue of the wial conzidemrion we pave
for the acquieition of BMI and Land Wll inferesl, the pamcel of real property sequired and the option o scquire the four other pareels was 532 & million
comgisting o33 3 million in cash. a § 2 million promissory note secored by the teal propey acquingd, and a £ million deferred payroent obligation
[mhich was discownted o pregent value of §§ 2 million, ag discuseed below] The acquisition of the Bl and LandWel] interess, the parce] of real property
gnd the oplion for the four additional parcels weg eecounted for 88 a business combination wodsr GAAP The application of the purchass method of
accounuing fr pusiness cotnbinations required 08 w wge significant eatimares and asgumprions in the deramunavdon of the ssimated fdr value of ssce
acquited and lizbilitizs aseumed; it alao required e i re meagure our existing awnership interest o BMI sod LandWell 1o thelr estimarsd fair value Our
eerimates of the fhir veluss of assers acquired and lisbilites assumed vwars based upoD asmmprions we believed were reasonable, and where apprapriare,
ingludsd agsistanes foom indspendent thind parmy raluadon fimms :

Thed ¥  willion promissory note hears intessst at 3%, perannom, with interedt payable annoelly and sll principal die in December 2023 The
promissory note i collaterslized by the BMI and TandWell inerests aoguiced es vwell ag the real property acquingd fom MERT as part of the trangagtion The
note mey be prepaid of any wme, Withovs penalty W moer make rmandacory prepaynents an the ngte in sperified smounrs whenever Wi reeeive distibutons
from BMT or TandWall, ot in the eyent v sell any of the seal propemy acquired  The acquisivion date eetimated fair value of this promissoty note was aqual
witd 9 million face arneunt We made 8 ¥ million wnd & 3 million in principal prepaytnents durdng 20 4 and 20 3, regpectively, ynder the temie of'the
noe

The & million defened pasment obligation bears interest ac 34 per anoum, commencing in December 2023, and (s collaterslized by the
BT and LandWell interesis acquitad The defoamred peyment obligation hae no specified marunry date e are regquinsd to make epayments on the deferesd
payment obligasion, in specified amounts, whenever we receive disuibudons Fom BMI and LandWedl, and we may make voluntacy repaymenie an the
defbrred pryrment obligation ab any ivee, in sach case withowr any penalry, but io any caes only after the promisaocy note discussed above has beon repaid in
full Farfinancial reporiing purpoges, the segeizition date esdmezed fair value ofthe defarad payment obligatioo was approsimacely 5B 2 million, which was
determined by dizcounting the £ willion face amount (o itg present valie using 3 3% discount rede fiom December 2023 (when it becames interest
Deating at 3%)

Upon gaining owmership of the BMI and LandWell intecests farmerly held by Teencx in 20 0, NERT conclyded that it would oot e
spproprice 1o ke part in any corpotale seTivities of BMI and LandWell, due to (1) the inherent eqnflier of inter=st aesaciated with the taet chet MERT was
mesponsible 1o the Mevsds Depamuzot of Enviranmental Protection with respect to the remediation of propecyy MERT had aequircd as a redult of the Tronos
plan of ssoTganization (ingluding the fve parcels of real prapecy discassed sbove as well ag other teal propsty formerly owned by Tronox in Mevada),
(1] BMT and Land®Wil] wece involved i cermain envimbmental renediarion aetivities assnciaved with che real propeny ovmed bir Land Well which was under
dewelopnent, and (i NERT was also chargsd with maximising the valve of ity sssets, including the interests in BMI and Land Well ag well as the real
prapetty it held directly Accordingly, MERT never appointed sny mpresentatives 1o the board of dirsetors of BMI, eepregentatives of WERT naver altended
aoyr BRI and LandWell board meeings, and at HERTS regquest WERT was nor provided any financial starements or other infotmation repaeding BRI and
LandWell and their psspective activities In addition, NERT (which received sorme cash and orhey assers ar its formacion ag part of the Tronox plan of
recrganization and alzo reesived the BMULandWell interests as wall #5 the veal propey fomnerly ownoed by Tronoxd knew it wauld néed o mlze fands: in
ondet To continge the sovirontmental rernediaton chligatizn it asmmed ae pere af ite formarion because the ceash i1 received a1 Uty fitnarion was pabsancdally
legs than the ameuot icwould need in order ta continue soch remediation We beligve that due to theee conflicts and iy degire 1o raiee cach, NERT determined
i1 needed 1 divest igelf of the BRI and LandWel] ibneresis 25 soon a8 was practieahle And gren che provisions af the goveming documents of BRI and
LandWell thar gave BMI and LandWell and their ather owoers & fight of et refiuea], there wers a limited number of potential buyers for the BML and
LandWell incareecs-held by NERT

In Jaouery 20 4, we engaged an independent thind pery valuarion firm te #s5ism ws with the overall fpir valoe defermination foc & portion of the
assets segquired for fnancial repotting putposts in accordanes with ASC $05 The third pamy waluafion firm assisted ws in the valuation of the lend held for
development we acquined, subatantially all ofthe proparty, plant and equipment acquired and @ portion of the other nenewrsnt 3gsets acquired The land held
for development we acquirdd coneisted of '




Case 1:16-cv-01056-GMS Document 30-4 Filed 12/02/16 Page 95 of 152 PagelD #: 363

approximately 2, DO acres zoned for reeidendal/planned community purposes and approximedely 400 sores zoned for commercial and Light induswial use In
estimating the valus of the land held for developenent we acquired, the velustion fin used & sales comparison (pr madeerh approach, in which the value of
each patool roquited was cstimated by compatiog it to dmilar propectics that bad recendy been zold or wers cumently being meckersd for sele The fimn
comiulted Toeal brakers, appreizers and dalabases far reoent sales of comparable propermy within the Heodersen, Nevada avea The available marthet dara wae
then nvestigated, analyzed and comipared to each parse! The material factors considerad by the valuation fimm when invéstigating, enalyeing snd compsong
the recent zales include chamctederics of much other eales (2 g, oope of praperty righty comveyed, non metket odented financing (if anyh, any anpical
¢conditioneg of the zale) and the physical chatectedstics of the propery aoderlying sueh sales (¢ g , location, copography, configurmtion, xpommefuniage,
condition, Zoning] Ag applicable, the valuation firm made sppropriates adjustments fo euch thetore for any dissimiler chamerenstics bereeen such other sales
and LandWell's land held for develapment In additlon. we (a5 wel] 13 managetear of BT and Land Well reyieysed the fair value amounte we received from
such valvation fiem to deertnios tha such fair values e reasonable aod consigtenn with our knowledgs and experdence with the looal madker, including the
consideratian of sermain screage B the seaidentislf planned community that was woder contract with homebuildess in Decoraber 200 3 o in the final srages of
nepotiarion with bamebuilders in December 20 3 snd subseguently becams uhder conteacr in early 20 4

For fineneial reportiog purposes, the assets acquired and liabilitics azswmed of BMI and LaodWell were ineluded in our Consolidated Baleoce
Bhestbeginning agof December 3,20 3, and the resultz of the operaniont and cash floss of B and LandWel] are included n our Conselidated 3tatcments
of Operatione and Cagh Flows beginning Jamvary | 20 4 Our costs associated with the acquisition were not macerial

W remeagired our existing ownership intecests in BMI and LandWell 1o thelr estimated fair valye at the acquieition date in aeeordance with
ABC 205 025, fors business combination which cooues in gages (becanee we previously bad an ownership interest in BMI and LandWell) As 4 result of
such remeasuremen, we recognized a pre tax gaio of 826 § million in December 20 3, represeating the difference berwesn the $43 4 million estimated fair
value of our existing awnership interests in BMI and LandWell o1 the acquisition date and their aggregare § 6 B million carrjing value af the acquisition
dare

Under 430 805 30 25, & “bazgain purchass™ ccpurs when the aequisition date amounta for the identifiable net assets acquired (oeaswred as
required by applicable GAAPY exeeede the sum of ) the fair valoe of the considearion tensferred o gain conmol of the acquires, (i) the fiir value of any
previvusly held owoemship interests in the acquites aod (3] the fair valne of any noncontrolling intersgt in the seguines that exits &7 the acquisition dars 1f a
bamgain purchass is inidally identifisd, the acquirer ie 1o eaesess whether all of the azsets acquired wod liabilities asswined have been sppropriac=ly identifled,
recognized and meaeared, and whether the fair walue of the considerstion tewsfered, previously held oamecship interestz and noneontrlling intérests that
@it 41 the aoquisition date have besn appropriaiely measeped If afior thig reaceeesment, a barggain purchase 15 still indicared, i is recognized as a gain in
warnings after performing such reassessment with reepece to thie asquisition, we determined o bangain purchass cxigts We helieve this anquisifion gave ise
1o & bargain purchaee becsuss of WERT's decicion o sell the BMI snd LandWell inrergsts 41 acquired as pan af the Tronen plen of reorgenization (ot the
resons discussed above), the dehn of fyst refusal rights granted o BMI and LandWell and their owners nodet the gevesning documents of BMI and
Land Well and che time (22 months) it fook fo reach agreement on the: tems and condirions of & definitive agreemeat after reaching agreement on the basic
menetaty fenne In additton following the 2008 economio downmurm, LandWell's fales were substantially mduced as compared 1o prior yesrs and LandWell
did 1ot resognize any tealerial land sales in the 2008 to 20 3 tins perod Ar o result, we recognized o prs ax bargain purchage gain of £28 ¢ millien in
December 20 3

The following table summanzes the aggregate far value of the congidetadon we paid to gain cantrol of BRI and TandWell, the one parcel of
reat] property acquired snd the optich 1 acquire the retnatning four pareels of real propeny (which ooe parcel and oprion 1o aequite the remaining four parcels
collectively were estirnacsd o have an aggregace fairvalue af § 4 9 million), eod our cument esritnares for the fair value of our exiedng ewnerthip interadts in
EMI and Land %el], the gain on bargain purobate reco gnized (which along wirh the gain oo remeamrement of our gxistiog investment in BMI and Lond Well,
agprepared 554 & million #nd was recognized in the fourth quarter of 20 3}, the emounts vssigned oo the identifiable assets acquired and liahilities agenmed
at the acquisition date and the fair value of the nancontmlling intergst in BMI sod LandWell that exips az the acquieition dare Cur final penohsse price
pllocition mndicsted below wis based wpon the fing] fiie valoe appraisal veport isswed by the independent valvetion fimn of the asests acquired and lakilifies
asmmed of BMI and LandWell, including the fair value of the noneentrolling interest in BMI and LaodWell ac the soquiginion date, neing the fair valus
measurement principles af ASC 820 Such independent appraizal s consideted a Level 3 input under ASC 820 Such final purchese price sllovation did not
chatge fiom our previonsly epored peliminaty purchaze poes allocafion
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Baged om our andlysis o fthe ooty ofthe rrangaetion al Decetther 3 20 3 wméuguizcd Lhe [mllowing:

Somand
m I nog)
Considerssi o oo ' S
{7agh . . . ' E o83
© Pmdiaviry oole payable : - 7
Deefermed paymet, obiigalion (5 mullnm faca va [ufj ] g2
; - Todal Eeirvaluz oFoonsideration’ E 37E
Fair vafne of dur existing equity inleest fo B}.-'I'Iund Lm:lWaU . 434
Brrgatn porhass gsin moognized . ) . .80
Troal i 040
Alloeation of purchase pmfn 1dwhﬂ£&1=assata -chﬁrrad and Fighilitics C
apayimed: )
Lo, 5 274
Lsnd beld for davelopment: _ ) _
Cumml ) ) . . kX!
Toneagrent . . ] . 3B
Ciher cumen( assecs ] o . b4
" property, planl end Srpipmet: ) T o - ozag
Tinangible agsel o L . 5
CHher nrrocurrént desety L B 34
Long tern debt - ) ] {43
"CHHer |inkdliHes . . : il
Toral wee ideutiale 1ssets . B k55
Nonebntmoliing interest in WM aed LendWell - oo : (& S
Tatal 5 4 1l

The pro farea efée1 on. o Consolldoled Bfawmmear of Cperaliong fe 20 3, aswuming the sequisitiih of BT aad. TandWell had occumsd at
the bepinwming oMsuch peviod, i# nol materyl
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Fadte O ol Sgeeipilng TLC

Cht Movomber 8, 20 3, we eatend. info saagreement with Rockwell Haldes, g ("Rockwel|(™], for the ale af' WS o R.ackmull o BT ;
mlilion |n coeh, $20 millien IEim arnonm in Stries A Prefomed Stock of Rockwell plas e assimption. o7 sl of WCS' thind party indebitedness inenrred pricr i
10 (e duwe of the ogreemenl  AddMionslly, Rockwell and its afiliates 9] assatae all Gnanchal ssnimne: obligeiions felaled Lo Tha WS business  Bofdkowell ;
igthe pasl cormpany of Enerpy Solationg, g Completion of (he ealo issublject to corain cuslomary closing condilfons, weiuding the receipt of UR dniy
trusl appravil, and iy expected 1o elosd in (he Ao alfaf20 &, sssuriing all slosing coaditions s salfsfied Thiges can b#po aggirangs ihal any such sale of
WCS wiruld be completed.  Dua to, prong ofhar ihigs, the size ol our WES husiness relative fo ourother 'mm{m_aa.:a in [emms o bolh net ales and asser sixe,
the dicposal o WCB would tol comsifute & pralegic shil that would have o major effeel om our coreolidated operations and Anancial wemlle wndar e
puidanee in ACE 208 20 Accondingly, tasoming the sale of WCS i3 compioed, WCS wonld not be presented a9. disconilioned éperattons i our
Consnlideled Finaocial Sateamwnts  See Male 2 far pdditional information egardieg [he operaiicos of the Waate Managemenl Somenk  S{gnificins Hems
ineluded in our Cprsolidafed Balante Sheets reloled (o WS a1 Deeemberd |20 4 amd 20 5 wmeluded:

Mpecmin AL, .
2814 LT ]
. ld e 1 ia]
Cuirent arszts -] ] 45 ¥ 10.1
Cpereting permits . o o 531 . - dEa
Reutrjcred cad . o i) 162
Pmfrerty and aquifinent, oel _ _ 68 5 - 150D
LIABILTTIRS _ _
Cupretul petjon of long renn debt £ 45 § N
Payahls fg Conlrn . ] 26 26.1
Lo tomt dehy _— 4 ) 114
Accrred moseomeni Hlozun and posl 1:i¢5'u.n! costs 257 AT
Mot 4 Wisrketable pecirttien:
Unreal zed
‘el Lot Iuiemte,
vl baa s o’
L [T TR ’
Deizember 31, 014+ g L e :
Clirrent igtety ] & 17 & 27 % :
" ‘Mongugen) aiels! o ’ . : s ] : :
The Amalgumaled Eh:,g:arcammny LLC . X 2500 ¥ 25000 § S :
Diher ' ) 58 : 5E R &4 :
Total 3 3556 3 2558 5 (2}
Decomber 31, 2015: - e o ’ L '
Currel aguets 5 i0 5 20 ¥
quinﬁnml Bsseis: . . o
The Amalgamated Suga.ri:nmpmy L.LC ] 5. 2500 3 Iﬂﬂl g ¥ . _
‘Cther . . 48 T )
Tuilal . 2549 § 2381 § 1)
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Ba r Vet diza tecemants
Cranied Nemfeam
Frees Orhet % go [ cant
AT v Ubaeyv b6 Liahservable
Markiets Lo " Lergruufy
Taral {Ledmd 1] {Leviel 11 {Leval 1)
_ s w0 )
Decémber 31, 2014 ) . B .
Coumment assels . ) 27 & 18 ¢ 8
Montumen: assets: : ' : ST .- R .
The Amal gamsied Sugar Company LLO 5 2500 % : ] ¥ hna
Fired fneoms scunties . ] - 3 s y . AT -
Telutual finds pod SERmON ctacks - 25 1% )

. Tofal =~ . : . F 2556 ¥ T R T 2500
December 31, 2015: . ] ] o ] o ) R
Crwreatazeely .- . . . i - Y - RS .0 5
Moncumsnt #sselE: .

" The Asislgametad Sigst Compiry LEC ' 5 504 & "% £ . 25040

Fised inttme seourfies . 14 ) ] Td
Mntuni Bmds gnd ConEno Eecks | o ) 35 34 - : - ) -
Total . 5 1548 - § 33 5 14 % F50.4)

Artelpamicted Sugee Fior 1o 200 3, we tanstemed control of Ae rafined Blpsr operatons presiously condusted by oo wholly owned
suhgidiary, The Amalgaristad Sugar Company, o Snade River Suger Company, an Oregdn agieulius] coopeditive. rmed by cefaim sigar hest proweér 1
Amalpamaied’s aress of operatidns Pumuank Lo the tragdastivn, we coninbeesd substantizMy all of lhe ool askers. of our efined. mgar apsmtions ta. The
Amalpamated Sugar Company LLGC, a lindled (iahility covtipany contralled by Soalke River on o tdx defered, bidis Jo.exchangs B @ mon volng ounerstrip
inthrest in the LLE The cosi basis of the nol geets we tranferred io Uié LLIC was approximatsly 534 million Wb we trusiemed coatie] of our opesations
To Soake River io refur for our izt io. (tho LLC, we regognized o gain in caminge squal Lo the diffrence betwein $250 milliod (he Tair vidue of ong
i vestiment 16 tha L1G a¢ evidénaed by jw $230 million redémption price, o8 discossed Belowand the §34 wmillion cose hasis of e et ageis we contbbuged
10 the LLC, net of applicable défkmed incoms faxes Themfore, he cos basis of etk nvertoedt in tha LLC ik $250 million Ar pert of this transeetion, Snake
Fiver made stmaia loans vo oy appmpsting 5250 million These [nans am collateralised by ougiotorsst in the LLC SecMoter T and 5

We and Snaike River share in dictribulions fom the LLC up o oo aggregnte ol 26 T millinn pet yedr {the “Eade™ level), wilh a preforenlial 95%
dhare goinf to os To (he went the LLOC distribofioms aos belos thiz bass Tevel in any given yean we grg enlitled to an addicionol 95% preférentiol shase of
any futore snoual LLC distibulions in excess. of the Tasa Fewek un Ul the shortfall is meavemnd Under eedsin condiiions, s are enlilled fo moeive addiionat
cash disteibulions fom the LLG AT our I:|P[||j'|:| wie, Tk tegniee ke LLC 1o redesrn our infavest fu fhe LLO, and te TLC fep the dght to redeem, ot (heir
opiion, surinterest in e LLC beginoloy in 2027 The prdeamiics. prics it penecally 5250 million plus te amount of certadr: wnd iszdbired incoime ellocable
(o us IF e eoquire the LLC ro redesm our imerest i the LLE, Snake River harthe dyht to accélems the maludiy of aad o#ll Sue EZSHI willinn luamt fiom
Boake River

The LLC Company Agrtement contsing deraln rednclive sovenants intended 0 prolact owr wnterest in tre LIC including lmiitians on
capioal expenditures wod addilional lodeb{edness 0 The LI Wa gldy heve tho sbility to temporanly deke sontm| ofthe LLE if our cumulstive disdboioms
From thie 1.1 fall befaw specifiod Levels, sifjoct o enttefacricn of ceriin, condidons imposed Ty Shake Biver's cument {hind party semior leadens

Presto 26 3, Saske Diver ngreed thar the zapwal arpount ¢f digribntdons we reoel ve fom the LLE would exceed e arnval frount-sT ot e,
payEals we o L Srigke Biver on gir 5250 million in leans fom Souke Biver By ot leasl B & millivn IF we sceive less tian the rejidmd nitmimurm
amoat, gerlain apredments v previtusly made wilh Sanke Biver and the LLC, faciuding 3 nedustion in be amopnt of cumolalive distribuebons The| we mao
recaive Fom the LLC i ooder o prevent us from Becotmdng able w tempornsly ke tontrol of the TLC, would wronctively becoms wull sad wad. and we
wivirid Foe ghle Lo feriporarily tale control of the TLOYIC we 2o dedred Tl:.mugh Detember 3 | 20 5, Soke River aud flie LT.C mainialaed e -mpplicabls
minimiin reqiticed [ieels of cach faws Lo 1wl
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Wi repont the cash disibutiows received B the TLC as dividend Ingome "W reeggnize distibkolions when (they dre declansd by the FEC]
which iz peaerally (he wame month wis peeive e, althowgh to cerfein gases dismbutions may be paid om the Bl business doy of e bllowing moath See
Huole 5 The amount of such future disidbotone we will mosive fom the LLC is dependent upon, amoag olber things, tre future performance af the L1
nptirdions Becsuse we moeive prefiemial diskoibetichs Gom the LLC and we bave the right 1o require the LTC fo redetm our interest for o fixed and
determinzhle ke beginning sl a fited snd deleominab|e date, we sccount for oor invedmenl o fhe LLC 49 & marketable seounily carded. al id g hasiy
of £250 million The cos busia iz slw the Dir value of our iovestment defarovdoed using Level 3 inputs a3 the 5250 millige medemption pove of aur
Povesinen i the LLC a5 well o the amowol of cur debl oyad in Snake Biver Cotwprary Thal iccollateralized by our nveabset in te LLC Thers has bees
ne fliange to the firvalue of our Amalpardalsd Sugar investment dufog 20 3,30 4 o7 20 § Wb do ned expest 1o mepart g gain on lhe redempiicn. at the

time our LLC inlorest 4 nsdeemed, a5 the redemspiion pocs L8250 milllon is expected 1o sgual the carmyis g wilue ol Bar ingsatmant in the LLOC atbe time of
redemplion

Sher, The fair vulue ofopr other miorketeble secuciies are either detemmined nsing Level  inputs (hecan s the seciitier ane sofively Lmdid) of
determinkd using Level 2 inpits (Beoware alvhough (hese sooirilias dre tiaded, ik wimy cases the rhacked (e not active and the }'m eaxed ﬂlummn i g‘mmﬁy
bingedl oo, the Taal Trmde o Fbe year, shich may be seveml dayy priorio Decemnbinr 3

Mot 5 Aceaints 4wl other reesivables, netr

Drorembee 31, :
1054 LIt
- . . [In m UL ars-
Toxdé aceoun(s mosivable: - :
Frenas . o . § e 5 1948
Compk . R ' T B
WCE- . . o 71 52
BT andWell : g L 4 : i
VAT and oihereomivakiles . . . 243 0T
Alloamacs Dy doubthd sccoints IR . S A ~{1.2}
Tutal ) 3 FCER iig9
Nubg & Lovegtories, oefl
Dimcember 11,
214 2015
. I ooy,

R matenal: - : : L _ S :
Chumimls . . % A0 § . T34
Crirppogemt poducts . : : Ce T I 7 K
' Terlal v matetials ] . . 724 TET

Wﬂr‘{ inpmocess - -, SR - I s :

o Chemisls ] ] ' nr 211
. Compopent prodiets . : . he Tpr ‘53
Total i in process pmducl.s ) ] 43 Z a4

Finished prodice: T . ) . .

Chenticals ] ] ] =32 _‘23‘3 1

- Component prrdacts s . : . : 33 R I
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Wate T lovestment Iz TIOZ manefactoriog jeinf venbore awd othar aeseis

(it er akgebn:
Land held Jor development
. 'Waste dispasal sile opemling permite, med
_ Resldiubed cush
" TBNE decéfvables
Capiis! lesse deposic
Intamgitle asrel
Other
Taitul

Pecemubrr 11,
014 1015
sy B ik
b &3 % 1571
’ 532 . 4%.1
39 196
a8 7h
B2 61
5 B Al
275 14
L] LATRCF T 1854

Irvasiment fn TE07 mamsfucivring o vénrure. Our Chemicals Segment abd ancther Tillz prsdiuger, Tioxlds Americas. LLE CTiowi i), are
equnl owneys af s vanklfasuring foing venlors (Lovisizss Pipmeni Company, L P, or "LPCTS that owns 2od epemies 2 Fild plond jo Lake Charles, Loulsizane

Tiogide s € whely owned subadiary of Hunonen Comparnsn

W and Tooxide ave both requived To purchase one half of the Ti0z prodoced by LPC, unless wa and Tigvide agee atiroiza ok o 20 3,

when we puncheeed spproximately 52% of the production fom the plant] LEC dgperaics oo« Breal:. sven basis ani; nooandingly, we epott o equity .

camings sELPC Exch dwners aoquisition Trmafhe pove ©r s shaee of the Ti02 prodoced is egaal to its fhare of the, Joiel venture's prdustion casts and
intevgrt expense, 1f any Qo Hiore afnst cow i3 repavfed 49 cosr oF salds 95 e colared Tz avquired froor LPC f9 zold Wa repon disaibuilons we mosive fom
LPC which proemlly mlzle b chots cast penemted by THFC Form fes nox cesh produdlon costs, saod conibutions we make 16 LPC, which gedelly melong
b m& required by LPC when tbudlds working capital, 88 ot oFour cagh. flowy fom spoiting activites in our Conselidsfed Skittments af Gah F'lcr'ﬁ'.f The
compoRents of pur ogtdismibi o (osthbutions) fou LB ace shown o this shis bolow

Distribulions fom LR
Contribufions tu LPC

Mt distribptiong

Sunmary balance sheers o FLPC are shown below:

ASTEYD .
Cumen assécy
Property and mq::{pmﬁnl, e
Torl vaasts ]
mmrmasm FARTNERS EQUITY :
it Diatililios, pe ooy cumnt
Partrierd equily :
Talal [3ahililies and pariners' u,q_uily
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Summaty ineoe stalemegts o LPC are shown belows

Veard amed Mmbux 1.

T TE] 2014 EITH
) ) {lo m Ul ond} .

Eevenugs and oiber ngams: o T .. . - Lo ) :
Kranea _ ) % 2245 1931 ¥ A6
Tipxide . - Co T ' BT _ e . T N 1 v
. Tutal o L 351, Ishg I

Castund eipeoses;. I T . S L _

Cosf afsuled _ o AET o354 3988

Dmrul arid adminisirativeg . : A 5 . 5.
. Totl ' _ 4490 3868 3390
Neiimcome - & 7 . . IR .- T :

Frvasewent (n Bavio Managemans and LandWell Ag distuteed in Note 3, poor to Decetmber 20F 2 ke owned 8 32% memsl in BvI end o 2%
inremet tn LandM™ell BME ovns an wdditicnal 50% interest in Land Well, and w¢ accounted for our ewdership ialovesia in BMIT and LandWelt by the equity
tmihod of acommiing In Decemnber 20 3, wo goquired. 4 contlllng inferest ta BN and LandWedl, and vwe teased to decount for AWML ood LandWell by the
gty melthod and began T #denonl for BWI and LindWeld ay e coonsolidated subddinny Ter fedemal income (ox Ukt Ledd@el] feiieatad as &
pirmeship, smd accard.mgi}f thE combined reeulls of aptzetisog of AMI and Tand Mol include 2 provizion Brineoime trces oo Land Wells sarrings pnly oy
firgt exiont Thial such gaminge avciue o BR We pravicagly racom¥ed our eguity in camingt of B snd Land Well on v one quatter lag becgrse thelr Bamcial
Etal ErTiEnTs, e g,:ncmlhr e sirailable Lo us on o timely bagis Upon paining cono] oF B and Land Wellla Téxenftterdl 3, wo eliminaced Gigone quatier
lag by wecogmzing, in de furth quaner af20 3, equily in estnings of BM] snd Lend Wil atiributab o (-thie sl month pnﬂad eoded Tecember 2, 20 3
The affew, ofLHi$ ane quarter |ag, a4 el as the aff'mt nfuz woaghizing five qunrtem of oquily in.amfngs of BT and LandWell ia 20 3, was pot waraial o
any perind prowited Certatn seleeted sombined Fngocial infmmetion o FEMI and Land Well i8 mppemntized bl

Twalve Moaths endsd

S st i 30, 2012
. {amllond
Tritak vy pmneg . . . . 5 ‘85
Loze ]:h:fDrE Income [B."{tsﬂ R o 3]
Metloes - . . . . . 3.}

Land held jor devaiopment The |gnd kold G deyzlbpment rlakes o Bidland Land Well aid is diseised in Hotes  and 3
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Capltafized parifi comfe. Wo obwined our bypmducty disposal ficedse i 2008 3nd hegan amontiridg =pch lfcsnwt when the byproduct
disposal Sawidity began opemilinmd in October 2009 We obfained our LLRW [icenge in Bepltembrer 2009 Cur LW foitines comameneed operalions ia 20 2,
#l which time we bogan amomiring such [ictnge Amurizaljon of capiigliztd opumiing pennit cbsts wag 6.3 million in 20 3, ¥6 6 millioh in 20 4 and
%63 million fr 20 5 Our estimared aggregote amorfzaffon expense B all our of capifalised perndl cosld as af Decembér 3, 20 5 is dppmoximerely.
¥4 3 million in sach of 20 & and 20 7, 357 million id 20 & ard 553 millian in cach of 20 P and 2020 Copitelized peimil coviy mne srated, viet of
accumul stwd amorizatlon oTE25 3 milliod at Toedmber3 , 20 § md §3 6 million ar Dececoer 3 20 5 The cowponenis ol wet capilalized permil gogrs
ane pemyentedd in the (ehls below ’

Dertmibey 71,
FLOE] LS
{Tnml.f_'uui]
Met permit cogts for tsmed peoits which, ar el g simon ized: : : ST
LI B licems (expines-iy 2024) 3 X -1 ) 447
Aypredicl liceten {=xpires in 20 4] . . 1§ AL
ther (ewpires 10 5 2024) ) .4
. . Total amodtzed parmils C e LE¥] T aTa.
Parmits pol heing aneorlized ] ] . - -8
CToml - T 8 532. 8 0 . -afl.

Orfar Wo beve corain. related party mosaclions wilkh LPC, a8 mare filly described in Mdie 5

Thit TBFY peosivnhles telats W cerain insurance. inbilies, vhe nisk of which we have einsured ith ceclain ddol pady nsmace ciwiens We
repar e infrranes lighilities retaled to these THNER. receivaideg whick have been reinenned e frarf of noqcwrent acoried insurance. claims end expenses
Certain of oy tesutanes Gebilitey are cliesified as dtrent liabilitles aod the rlarsd TBNR. rectivabler are clagsifind wilk ibier cument esseis Soe Notes .
and 6

. Rearricted cush relates poimarily relales. bo our Wasts Mpndgemeal Segment InAprll 20 4,5 B 0-rellliof of wch metricted cash was relessed
o WCE SoMate 7 :

The capital leate deqioail relales fo corlafn indehiednes of s Wine Management Ssgment wd iz discused in Hofe B
Upan acquitlnp & contralling indeest in our Real Exedler Managament ead Developrocal segment ia Decepaber 20 3, wa recognized do

indeffnite 11ved comomerteiations intongible asie of$5  million e Tong torm eantrces slitéd to water detivary vervines to the City of Hendersen, Mevada.
and vanoug ouber usors Urough 1 woler eiste swned by BML SesMole 3 '

Nakz b Gaadwlll:

W kave weigned gindwill 1o eqsh of sl repartiteg unfts s hal iermi i defined (0 ASC Topic 357 20 20, Soodeill) which crmipedds ty rut

operaling seprmnts All oF aur goodwill celaled to oar Chemiloals Segnyeil (s fui Sur varloos step acquisitiong of N sad Krooes witich. ogeilred. geidt-io
20 1, o8 gooduill was depermined poor to the adoption of the cquily trensscon Eamework provisions of ARC Topic 8 0 Subuamislly ol of the el
poodwiil relaed to the Component Frodncte Segment whe generaied foorm. Comp¥s acquisions of ohitain businow ooity dnd ibe gtep acguisitions of
CompX The Component Brstiucty Scgrmedt peediwilf ié ossigned 1o the security preducts mponing wndt wilhin [hel opemiling segmidn

Opsrat 5g cepmpent

Cinkin[Rh Beei.
Chiems cake Prnducts, Toral
- . tin m I o}
Ealanse nf December 31, 2!]13;21]1{3‘13&2,&?15_ : - T 1 T T ¥ % B 3-'1!9.7-

W st for poodwdll itipident ot e epotiing wnif bevel To detsonining the estimated EiE valoe of the mpating aeity, we Uee sppmopriate
valualion tobniques, Mok s discointed rash fows and, with rspael 1o aur Chemicals Segment, we consider qunled market prineg, o Level g, whild
digcoutnbed cash Mows amwe 4 Cevel 3 inpul We olso consider comrol pretsiumy wheir ssaessing falr valae osing queted marke pricsd T the cmying amaunt
of good will sxeeeds il imgiled Birvive, an fropaiment . '
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charge 1 roroeded W teyiew poodwill for each of our wponing units fr impatnnent duting the thind quaer of each pet Soodwill is alos.evaluled ar
impaimment at other fisea wheniever s event necwrs or citcumatances change vhit gould more iikely than toi reducy o fale value of e repoding unit below
e carying value UMihe Firvalue ol on evalunigd ascer ic leas thon fis boal value, the dedcr s wriben down (0 fBarvalue Prior o 20 3, we nsed a quaniitelive
sagrsamenl i delemining the etimaled fiirvales of our Component Prodicets secwdty products reporting Woll, netdy spprpoa veluation lechniques such
w discourted. eash flows Such discountsd cash Nows are a Lovel 3 input as delined by ASC 820 0 35 IF tha camying amoum of goodwill exceeds {79

implied fir yalug, an impairment change iz eooeded In 20, T v sdopied the guidance in AU Mo 20 08 for tesring goodwill for impaitment by sesaing -

qualilative fuciom solsly ve it slafes 1 our sconrity producis mpoming unil, 10 detemaibe whiether 11 is novessary Lo pecfhnm the fwo shep quantitetive
poadwill i mpairmenl. (gq

We perdormed aur annual goaduwill lpairment test in the thint quadter of 20 § [oresch of o7 regofting unita and concluded there wes ot

impairment of the goodwill for those reporing dnirs The Tmpaiment (esl &5 it relates jo our secwrty products repanicg unit was bascd o our qualitalive.

bssessent, and 3% a resuli a guaneiiative agsossmegnt war ot mypieed (o such pepoding wait for 20 5 W olso tesled mlr gondwill for itipeionen] b
eonnechon #ilh our anmwal goodwill impairoel tef doting the third quader of 20- 3 and 20°4 Mo iropatiment was indicated sa pad of sech 20 3 2l 4 or
20 5 annual review ol goodwill

Priat 1c 20 3, we tecomded an agggale § 6 5 million poodenll impaimnen, mostly with nspret io aor Somponent Produets Segrient Dur
eonsofidated googs goodwill ol Decersherd 20 % is 5396 2 iullios

Fote ¥ Lowgderm debt

X Decotnhor 31,
TOL% 1015
{In m 0 bns)
Bmke Rfv@r Fugar Campﬁhj.- b8 500 3 2E0G
“Coatmt mu Buri] ity L . 2237 - 2638
Total Valki deb _ N 4737 S13.8
Snbaidiery debi: . . . LT " — ——
Kraroz ) S oL . e o
- Temt o L EE . TdpW 5 5
7 Elnaneiog capitel sdee . o ©a7 L
Tretnomnl . . . .
. Prothissory noln payskis o ; CeTa TAT
BRI L . . . '
Bamkaite payable T R . @2 - B3
LandWell o _ - . .
Note payabile. to the City 6f Hend reann Co : ’ 1 - LW
Othey : L A 1 13,6 -
-+ Total sepsidigey dint e - 4553 AT
Tatal debt 923 0 LS
Lezs cumrent vashoitios - : _— - 24 - 5
Total Tong term defit b3 927 § 9510

Faltd  Snoke Hiver Sugar Company  Olr 8230 ridllion in Imms fram Snalke River Sngar Compaoy am cul]aimhzad,by it irjlefesl i The
Amalgamaned Sigar Company LLG The loms bear inlgnesl at & weihred svemge Sred [biersst e of @ 4% and ore dbe if fanuary 2027 A4 Deotmber 3

20 5, 537 5 fulllion of fhe loans are recoume o o sud the remalaing 32 2 5 million ib nenrecommie to vz Under cetteln banditions, SniFe River has th.

whllidy o acceferale the matun ty aF thess loass S Hols 4

Contran credi faethity  We algs have an ungecured revolving miediy Boility with Contran which, i amendsd, provides thr borowinge finm |

Conteen of up 10 8325 mililen The Baedlity, be smended, heary interest ut pome plas %6 (4 50% af Deceriber ¥, 39 %), and i¢ due on démand, bul o &y
eventno euclier lhan Ceeembhén 3 |20 7 The feility comafns oo Huasclal eovasants or othet fineneiai setrialivng Vel pays &0 Lnnead conunibmet Fa

wiarady t¢ Codtrad on the ﬁ'ﬂgaﬂa&h balapce [sacept during periods d:u:i:tg which Coatran Fould be & nel Boriwer ﬁTrI'.I:I Valhil The averagi inlerest wmlé o
iewﬂu Tnan borspwings for thet pedr ended
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Decenber 3, 20 5 was 426% Duriag 20 5 we bomowed an additionel aer $40  illion and a0 Decetnber 3, 20 5 ap additional 36 2 million weas
availabls for bomawingg under the amended fagilinr

Kropos  Temglogny Tn 2003, Rronog wolunrarily repaid ite entite 33400 millicn cemo loan that was issued in June 20 3 Bronge prepaid an
agprepals $390 million principal emaunt end recognized A non cagh pre tax intéresl chacge of 38 O million in 20 3 related o this prepayment oonesing of
the vwrite off of ubamottized original issue discount costs and defened financing coss asseciared with such prepayment Fandz for the ag pregate prepavment
were providsd by ¥ 50 millian of cash oo bend, bamowings of § %) millico uoder a 20 3 loan sgreement with Conotran g deseribed below, $50 million of
cash on hand and barowings of 350 million wnderits ressalving Morth Amencan oredic facility .

In Februacy 20 4, Kronae énfered into a new £350 million 1em Toan The tsom loan wes jesaed ot 9% 3% of the prncipsl amouat, or ao
apppregate of 3348 3 million Kronos ased § 70 million of the ner proceeds of the new teom lodn 1o prepsy the cutgranding principal balance of itz nocs
payable to Contan (along with acerued snd unpaid interssr through che prepayment date), and ench nore payeable war eeocelled The rnsining ner proceads
ofthe tern loan are available for Kmioos' generl corpome perposss The nass temm loan:

#  bears infereec, 3t ¥ronos” option, st LIBKOR (eith LIBOR oo leerthan 0% plus 3 75%, or the bage tate, a3 defined in the agresment, plus
21754,

»  requires querterly principal repayments of §875 004 which commenced in Jane 20 4, ather mandatory poncipal :Bpﬁji’mmts of fhmls
deremmined amounts woder specified condiilons with all retosining peincipal balanee due in Pehmary 2020 Glpasry prncipal
PrEpANTIGICS ANe Pemniced at any dme;

* 15 collarerslized by, anong other chings, o flesr priodty lsn ob (@i} 00% af che comumon gtock of certain of Kronoe® (75 whally avned
mubgidianies, {ii) 65% of the pommen stock ar other ownerghip interssl of Kronos® Censdian subsidiay (Kmnos Cenade, Inc ) and ceraim
firet Tier Boropean Eubsidianes (Kronos Titan GmbH and Kronos Denroadk ApS) and i) & 53395 7 million unsecured promissory note
issued by Krones® wholly owned subsidiany, Erenos Intetmarional, Ing (F10) to Kronoe;

®  igales eollateralized by & Seeond priodty leo oa all of the U5 assets which collateralizs Kronos” Morth American revolving facili, az
discuseed belaw; ’

#  pomldiny o boober of covenants and restricrions which, atnong other things, tesmior Eronos ability to incur edditicoal debr, incur Lisns,
pay dividends ot merge or consolidace wich, ar sell or fransfec substantialiy all of Kronos® assers o, soother #otity, containg other
provizions and teAtEmY e covenanTs eusTommecy in lending ransactions of this ripe thowever, there ate no ongoing financial maintenancs
poveEnanTsy; and

v contadns customeny defauli provisions, incloding 4 default wndet any of Fronos” cther indeboedness in excess of 530 millign

In M=y 20 5 Yronoe entered ints sn amendmnent o ity e losn due in Febmsey 2020 Ag & seml of the emendment;

+  The applicable margin oo outstanding LIROR based bormowings war reduced fom 3 T3% o 3 00%, and the applicabls margin on
putstandiog bage rate barmown gs wos reduced fom 2 75% 10 2 00%,; and

a  Aprovision was addad mberchy if we slected to zall 2ll or & poriion of the outstanding principal balsose within six monchs of completing
the amendment (i ¢ before November 20 5], & % call premivem of the aggrogate principal smount g0 prepeid wonld apply Thers iz no
prepayment penaley applicabls to any gall after Nowvember 20 5 %e made no such call poorto Movember 20 5

We geeonnred for such amendment o oue Term loan az a medification of the teyms af the term loan Al other emma of the tem loan, including
principal repayinents, maryniry and collateral emain unchangad W paid a4 750000 refinancing fee in connection with this amendmsar, which along with
The exiering unamorized deferred fimencing coss assacinted wirh the e Joan are being amomized over the remaining term ofthe Joan

The avesape infersst rots on the tam [oan bomewings as of snd for the year snded Deceraber 3 , 20 5 was 4 0% and 4 20%, respectively The
camying walue of the tenm loan at Decequber 3, 20 5 iz sated net of woamortized original issue discount of 3 2 million and debt issuence costs af 34 7
mwillion (ar Deperberd | 20 4 the amopnte wers § 5 million and 85 0 million) See Mote 20

Bee Mot & fora discussion of the interest mte swap we entered inw in the third quarter of 20 3 pursasnt t 00T ioterest mbs nsk MmanAgemenT
SrAtEry
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Mare papable 1o Contran Az discuszed above, in Febmany 20 3 Erones eotersd info a promissony nate with Conten Thiz loan from Contran
contained terms and conditione eimilar to the ferms and cooditione of the prior $400 million term loan, except ther the loan from Confran was wnsecued and
comtained no ongaing fnincisl maintenance covensnt The indepeadent members of Kronos' board of dircstorg approved the terms and eonditions of the
loan feom Cooteen Tn 20 3, Krmonos botrowed § 90 million and smbsequently repaid $20 million  In Bebruagy 20 4 ¥roonos used § 70 million of the
procéeds fom ity new term laen and prepaid the remaining balance owed o Contran uoder this note pavable (witheur penalty], and the note payable m
Contran was cancelled

Rovelving Morth Ameriean credie factliey In Jong 20 2, ¥mnos enfesed oo 2 § 25 millidn revalving bank eredic faeility which matices in
fune 20 7 Bomowings undsr the revalving eredit facility are available fic Kmnos' genem] sorpomes putpeses Available bormowings oh thiz fciliy ars
based on fortnula detevmined amounts of eligible tade racaivablez and inventotige, ag defined in the agreement, of ecemain of Krones' Forth Amencan
subeidiaries legs any cursmanding letters of credit up fo § 5 million jzeued under the facility (ovith meolving bomewings by Kionos” Canadian subsidiary
limited 10 §25 millicn) Any amonoty outsianding wides the eeolving credit Beility baar incerest, st Kiopag cption, at LTEQR plus 3 marpin ranging from

3%t 2 0% or 41 the applicable bage racs, a8 defingd in 1he apresmoent, plus a margin ranging finm 5% ta 0% The coadic teility 15 callateralized by,
amqog gther things, & st pradty licn en fhe bowawere' tude rectivables and inventones The facilivy containg 3 aumber of sovenanis and resmictions
which, among ather things, restricts the bomowers” shiliey to ncur additional deb, incur ligns, pay dividends or merge or conealidace with, or eell or fransfer
all or subsmantially all of their pegecs o, another snticy, containg other poyvisione sand restmeive covenante customery in lending cransactions of this type and
under certaln conditiony requires the mwintenancs af o specified fingnoin] covensnt (fixed charge coverage rario, ag defined) to be at [east w & Dyming
20 4, Ermoaos bomewed 38 0 millicn and repaid an aggrcgare of §92  million under thiz facilivy Eronos had no bamowiogs or mpayments under this
fapilicy during 20 5, and at Decemberd 20 5 Kronoehad approstimately $68 3 meilllon weailable for botrawitg under this vevolving failit

Revpleing Buropean credit fzeffin: Koonoe' operaing sbsdiscoes in Seomeny, Belginm, Norsay and Teameark bave a € 20 million sscuned
revoleing bank eredit faciliti that, matusss in Seprember 20 7 Kronos may denominate borwowings in Bumg, Morwegian kroner ot S dallars Cufrtanding
borosings bear inrerest at LTROR, piug 90% The fapilitr iz pollateralized by the accounts receiveble and inventones of the bomowess, plus & [imited
pledge of all of the other azzets of the Belgian hamower The faeility containg certain restcrve coven ants that, atoong ciher things, resmicr the ability of the
baomeckere 1o ineur debt, incur liens, pay dividends or merge or consclidate with, or se1l or trangfer ell or subsrantially all of the aseers to, enother entty, emd
requires Me rmaintenante af cemain finangial tados In addition, the credic facility comaing eustomany cross defanlt provdsions with respect to other debt and
abligatians of the bomowers, K and {12 ather subsidianes '

Ercnoe bad oo besrowing or repeymenty under this Saeility during 20 3 and al December 3, 20 5, there were no owrstanding bomowings
under this faeility Kronos' Burepean credin facility requires tha meintenanes of centain financial ratios Kranoe® Buropesn revalving credit facility requires
the mainrenance of cemtain fnanciz) ratios, and one of meh requiremente 16 baged oo the ciio of ner debt to last reelve months samings before neoms tax,
incerest, depreciation and amorntization sxpenke (ERITDA] of the bormosers  Bagad wpon the bomowere” laet fwelve monthy EBITDA ot ofThecemnber 3 20 5
and the net debr ro EBITDA financial tesn, Brones' bommowing availabilify ar December 30,20 5 3 ppproximazedy 9% of the cedil facilitg or €23 million
($25 3 millign)

Caroga 1o December 20, Kronos” Cenadian subsidiecy entered inte an agroemcnt mith an ssonomic development agency of the Provinoe
af Cruebes, Conads pasoaat o which we may borow up 0 Cdn §4 5 million through December 3, 20 5 {no addinondl amouncs are expected to b
horrowsd woder this feeflity) Bomowings may caly be wssd to fund capital improvements o1 s Canadian plans and aoe limiced to a speeificd percentage of
guch capiml improvements Bamewiogs are non intecest bearing, with equal monthly paymeots eammencing in 20- B The sgreement contalng cerlain
restriciive covenatls, which, among other things, msticts the mbsidians abilicy ta esl] aesers or enter info merges, and requires Kronos” subsidiacy w
mgintain cerain Gnancial rarigs and maintain epecified levele of employement Ar Decembet 3, 20 5, Kyonog had Cdn $4 5 million (OS50 $3 3 million)
qutztanding under thiz agreement

Pror to Desember 3, 20 4, Konos' Cenedisn subsidiare had an aggregate of Cdn $7 9 million of letters of eredit owtstanding issued by o
bank its behell These letters of credit were ismusd in cotngetion wich che appeal of 8 Canadisn incoms rax assessment dscussed in Mowe 2 Upan the
gacoesgtin] completion of the appeal 3n 20 4, mch letiere of credit were cencelled, sod an equivalent gmoint of reetricesd cach deposite which bed been

collateralizing such lerters of eredit, classified as noncutrent reecnieted cash, were wleased
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WX Finaneiug cnpiral leese  Prior o 20 3, WS closcd under 2 Sale stid Purchsise Agreerient with e County af Andiews, Tazas wheehy
WS sold cedadn real and pesoaal property constiiiing o substamis]l pentios of is propeity gnd equipment {“TrasBimed Asvets™ w the Counly for gma
proceeds 0575 million WCS osed the nof proceeds regeived vader the Agreemong fa Boance the consimetion of its Pedersl and Texas Conmpact LLEW
disposal faclifies As o condition under the Agreement, WS alss concurmatly entered n1h & Cense Agrecmnnt {“Least"| with the Courty putsuant w which
WS pgpeed fo legse the Trensfersd Asses back fom the County for 3 pedod of 25 yedes The Leads mquives moathly tuniled payments payable throvgh
Adrgust 2035, snd during the Lesss iemm WSS s mepunsible for all cols 2%mociaied with the s, atrdpancy; posseoion aod opertion of e Trmslemed
Asets Hader the tems ol the Agreemeni, WS was thoo miquired ta pay all of (he Cinnty s costa easocinted with the transacibon, and Uis proceeds WCH
reeeived Fom the County spom shosing under the Sals and Pombase Agreemmenl wers gof of the Comtemy " cost, which apgropoled spproximorely B3 & miiflon
At the end of e Lesse teerhg tille Lo the TahsTersd Assais sulomaticaily meveris ek i WOK withop, Fither paymoat abligaiipo Prior o e end of the
ez term, WS mag; at iir optics, lamminais the Lease carly upon paymen st speciiiod mmoints w ke Cownvy, st which tiee the Troafemed Aswts would
s rewert hmk tr WS For fasncis] cepbring puposcs, we Rave accounbed fx these leansactions in {aodeo as & Gnancing c.ﬂ.pﬂa] Tegke, in which we
egulfnge Ly reodpnios By Trangfeived Adts on oy Coneolidated Bafancg Shes! apd our roota) payments die undee Uhe Lenie am seeoirted for as debt The
capilal leias s air eSective intéeat rale of upprovimitely 7 0% At the inesption of the Lease, WS was rmqained o progay: ta 4k Congiy an smount §6 2
maillion) equal to ifs aggrogate ease rentals due 1o ke Cownty fa the final year of the Leags, the County will heid the Beds epe prapeid ﬂ:ﬁ‘usﬂ The I:Iapﬁs‘ii
serves 2z collateral for WS parformunce under the Leage and iz ineluded in curgther nonoimest nssety Ses Wotes 7 aod 6

Grher, Tromnnt's protdesory aote payablo is discuseed in Woies 3 @i &

In Jamugey 30 3, BMI entered iofo s B 9 million bank noly payabie 1o Mesdews Bank The preeeds of thiemeale were tsed o efosdts
previoualy outdanding debl oblipafians The nots requoimss moothly Installmenfs of & mallloa. Broaugh he bty dme in Janvazy 2025 The note hews
faterest 41 & vadable vate eqbal (o the prime rite with 4 Reor 673 29% dnd a ceilimg 0% 0% The 1l i5 secured by cenain real property o addfiion we e

mouived Lt mafotato pagh pollaeral ol STIGH00 with the Teoder, svhlech collacml is cloasified ay noncumeot mestmicted cash in owr Congolidssed Belinee
Sh gris A1 Decemberd |20 § the newe Jisd an outstandieg belance 07T 4 anillion and is slated gl of debil issuamed costs of § n:uﬂinn The kelemest it ag
o land [uﬂheyearaﬂﬂed Theostaberd |, 20 wiz 3 30% and 2 25%, eapectively

1o May 20 2, LandWell snieped fnln a 53 % million gromlssory noe payable us Ioe Dity of Hegdeoo, Heyade Tlee note equines séwi duiaual
priocipal payments of $2 50,000 payable soldly fom cash meocived fom cerlain spacified pyvonus seuecds Kl kny raiaing wipaid balagde doe in Celober
20620, see Note 7 The [oan bears interssl al @ 3% fived rare Thg 1o 1he wbeeiaialy ih frding ol (he cash o e recofyed from e gpocified revenub fotress,
the oulstanding balange oF£3  million is deemed w0 he mauopg io 2020

Agaregare malerties of fowg-teve dedi ot Decembier 71, 2015
Agicreprale maturilics 5F4#bi g Decembér 3,20 5 arg presenied in Lhe lable below

Yenrs oo i Pevegherdl, Aot
[T T

Crhips Arhodin ik dus cach year Co - ] o
20 4 . ) ¥ 147

m T . . 1763

1 - S . : ' ' o
2020 . o o ‘LB

267 and lercafer - . c ) T 0
Subiaial ’ . 1,023 8-
Less anunts representipg lufersst on capl'La.EIEa&EB. ariginal fazue c -

Adispount and debt fgmuanee oy . . £33
Tomd loug verms debst 3 9605

Wi are ib complizoee wilh #11 afoucdeht covenmnis o) Decomber 3,20 5
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Fote X0 Accounis payulibe and acerued abilitesy

Blecedtber 31,
s FiFE]
LI
AGCrints payble: o - LT
Eronow ] 3 14 K BE1
- Bomp” o AU I | -
wes . . 4 L3
BrALLan AWl - C A B Ll 11
ML : _ ' 23 1%
Oher -+ - . : : - 2 ) i
Taal : . I T 1043
Cunent accwued labillties: - . . T S I }
Employens bencfils . b LR o T
“Accrized esley digooimts md whates . 0 o U = 1 U 1
Theferred ipioii . . L] ) pa V-3
Envimometal eredietiss md wiated 2oty N - o2 11,7
Azcon ed workfrrce ceduction costs . ) 53
Triferest Tate swap contract - - L T S 33
Dhhex ) ) .4 4 ail4
Totel . . o ) b . RGN - L FILL
Mongiwren, aeerued lipbilities: ] o
" ‘Reserve forunceraln tax positione - SN SRR * N SRR & §. £
Azl LT cHltgarians . 271 54
Dgtearnd income o ST ) . ... 84 i
Emmployes borfits ' _ L ) o T
Togitence claims and expensez - 0 ] - . ¥ . 5h
Dofiermed pnj.l'l:n.c,nl -‘.‘:hltgﬂ.ﬁﬂn L . L.
1T . L) . T2
Tixlal ¥ 27 5 1i4%6

The teks amsnoiafed with caraih of our sconied insorsnce clafog wnd exponses have been relfintad, dnd it rdfnied DAYNE meceivables arg
recognized a8 nonenrment waede v the eclent the relaled lahilily i# classifed nz 2 noncumenr lishihiy Bee Mote'¥ Qurreseres for uncerain.1aa positlons (g
discussed in Mofe 2

Dr aesel reticement olligations fncludé mooums reluied 1o Gie closure sad post vlomams uhlig‘ali.am arsncigled with oyr Waste Manageosnl
Segment's facility in Weet Temnz We retognized sosrtion. expedse of 5 7 million it 20 #, 4" Pwmillior in 20 4 and ¥2 0 million 30 20, 3 o fe cldae
snd post eloeur: ohligations "We are egiited o provide soriajn Hnancial sssumnee e Téisg o emtiem dgencies wifll mspect 16 t‘mh decommitsioning
obligations veialed to such beility, az more fitlly desyibed in How 7 Ceifain of oy offilimtes bave provided or espisted we-in. pravidicg wrch fnancial
aesurance, a4 disowsed in Wote 6

Esimates of the ullimate codt io-te tneumed b setile aur closwe and post closure obligaiion gl @ wimber 6P ssdanplions, ae mberenlly
diffecull 1o develop and the ulimmte vulcoms mey diffee mixedally o comeni sndmates Howeve we believe ot ciperience i it dnyimemenial servicees
basingss pravides & reasinshle bate farestimating ruch cests As additfowal insmation Becomes ovaflatle, cost e imates will beadfosted a8 pecesruny I s
possible thet wechnologicol, regulasay of coforcement developtnants, e reatlle-of Audies or other Borers could metessitate the :-ccmdmg of addifional.
FrabdTigins whidch. eci)d bo maerial

The defered pagment ohiigelloe velabee 1o Trezniont and is disoussed.io Motoy 3 nd 6

MNote 11 Empley ee benillt plans:

Peofined. coatefintion plone. Cectaln of our subsidiasés mafoixin varous defined confribution pensitn plane G oir empliyess wotl dwida
Defined cortiblivn plae expesse approgicatod 54 2 million in?0 3,55 7 miflion in 20 4 &od 55 ¥ maillivn n 20 5

Fi1

Penl e e lhem e dmtens s e em e o e # Fas AL ARPe M4t S n e I LA Lt At 1R  sa i LA P AR i e th i o 1 8 teimms mmmmrmrem s = b daedae s eats = e et Wem T T A A b MR ko BT e et 5 T AT s
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- Dgftned Semefit plows, KTonos aod ML sponsar varons defined bénelil pension plana warldwide The benefie under ove defined beoefit plaas
are baged upoo yeurs of tervice and employes compengaiion Cor Binding poliey 18 to contibule annually tHe minimgm ansaunt regiimd onder ERSEA (or
equivalent freignh regulatdons plus additonal armuns a9 we deed dpplopn e

We gxpen 10 coatibues vhe equivalent oF F 5 8 mililion @ 8l of our defined beoefil genston plans during 20 6 Benefit pn;.rmgnls 1o plan
paricipants oul of plan aspets are expocied to be the aquivaient off

20 6 § 23 4'millien
07 13 7 millivn
0 8 . - A2 million
wae . _ _ 24 willibe:
w2f . : o - 25 6 milling -
Wizt § yedrs . 4 2 million

The Araded s.tatus.-t:SFo'urLT § dafned berief peasion plans ie precenied in the whie below

Venrd #aded Decomber 31,
RO 1815
ftn m Il oina)

Change in petiectad begift abligations {“PBG™ . . T -
Balan oe = Bogmning Dflhe‘y‘bar . ] "B 620 ® 702
 Toltet cogt ST : 29 o EF
_Actuurial loes (gain] - B S v 4
“Hgngfits paid - I {1

Halance atend {:t’ﬂﬁo yeur 5 Tr:o§ [T

Change io.plm deses: . ' ' . - .- o
Fair valuo 81 bepinalng ofths ;fcar . 4 oMY . EE S
Actund rmtur ot gl amats ) B o e CLEAYy
Biniployer contibilicgs e o 3 . 4 -
Benpfils paid C : RN 3 ) M {4.13

Fairvalue al: pod of year ) . E 25 3% A T4

Pm:ldr.'d alamz . : ' - T 190

Amoumis mcopnized in the Consali ﬂﬁtﬂd Balanes EI:IEELS ' o
Accried pengion costs o E . p

{urrent ) ) 5 () -% 3¥
MNoogiirent Coom { 63§ (1.7
Totat ) ] ( B} ’ {19.0%
Ascurnilated ather comprehengive loxs: Acfarsl o 39 ¥ 420
Total _ _ 5 R 730
mamﬂamdhmﬁl nhllgahdmﬁ: [“ABO } 7 TR . M2 5 : . BB:#.
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The components ol our det pedodls defin e Benefl pension benefid cost feredin) for U8 plans me pressfed io the lakrle bl ow’ Thier aponaTs
ghown krefow R dhe amorlizetica of vnrecopnized aetwanal Logwrs for 20 3, 20 4 and 20 5 voes Tecopnized ds companenls of cur secomialaled. aiher
comprehmstvn income (o) a1 December 3,20 2,20 3 and 20 4, recpeolively, ool of defemed oz oms mxes u.n_ﬂ moneontrod (g e

‘AEaTh epled her 31,
ToLd 1814 ETEES
) ) (i .l o)
Net pedndic pensios henefr cost (credil} for U S plans: ] ' R
Inipresf cosl . 5 ia § T ¥ LT
Expecred return oo plon assets © 0 S PR 1 T  11) A
Amonizaton of wnrecegn zed net ’
actuarial logk ’ ' ) s : . i 2 bl
ol T SR T LS - S 5

Curtain in foretation concenying ovr TS defined henafit pengion plans ie pressnted {n-the iable below

Crapeambor 31, .
2014 TN ]
i . {3 m I¥ gloy)
Fland for which the AR enpesds plan ageeis: . . )
Frojevted beneft obligations _ 3 L 6.6
Aocumdmed benefit obligations : : e T  FBX& .
Fairyalue ofplan azsels LY. 476

The discount rate agsompiions used in determining the setuarinl present walue of the benelt ohilightion for gur T & defnsd bemefit perision
plans bs of December 3,20 4and 20 5 am 3 $% and 4 %0, mapentively The umpac, of ssswned pomasis io filum compenssins reeds does net heve ao
effect vi the benelt ablipnion as the plans are Grxen with Hgids te coThpeaot!ian

The weighled, 2vermgs mte sssumpiiﬁjns ueed u defemaiming the nel periodic prosion s for cur TS defined benefin pengion plans for20 3,
20 4 eod 70 T wew gresemted Do the able belode The fonpaot of orsamed incroeses tn e compensd|fon, [#rels does not have ao efiecl o the penedic
prosien eost &% the plass ere foese with regurds Lo eswgenstion

Yeary endped Decdmher 1,
B ) ) . 20713 dnid M1k
DAzcpugemee - - - : : FE%. - . 5% . - IHE
Long temn meium oo plan aseels: 0 0% : 7% 1.5%

Viriancss fom sctuarially nssumesd rales will mald in incosnses or decteases o sccume [led pengion obligudons, pefislon expense.2od fnding
requiramenls Lo fiture padads E
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Chanpe in PBO: -

Balange at beginniog nfthe year
Beryica dogt ' g
Intoresm cost

Parliéipnate’ conlbifions
Actuarial 1oss (Fain)

Chadpe in cabirercy exchangs ies
Henafilzpaid .
" Balsuee st suid-of thp year

Chanigs 1o plad agsors )
. Fair value ot beginming of the o -

Actual rerom o plan assets

" Ewiployer conkrhiitions,
Punticipunis” comribations
© Change in curresey exchanps mes’

Benefils paid .
© 7 Fairvalne ak end ofysas

Funded stats ]
Asporm g secognized i3 e Conielidaed Balance Sheete

Pembitn askel
Arerned pegsicn coss:
Cuarrend
‘MW el
. Toisd A
Arcumulaied o|heroormprehensi ve Toss:
Acwanil-lpss ’
Priorsardos cogt
Total
Toral

The funded satus of our fargign defined beocfi pengion plone is precented io e tible below

Voaarn ended Pectmisr 31,

FIE] THT8
{Lmlonsg _
604% § §89.2
- T 113
223 11
. 20 15
223 a0y
(73} 76.9)
{26 T} %1.3)
6502 §.. . 2939 -
EORER | 255
40 7 10.5
204 1756 -
241 .14
(525) . 5L
267 [ e )|
4255 . % AH25
C2ITTT % (196.4)
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23% } [T%8.1)
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The womponents of dur ned periedic defined benohit pensitn benchil coil for our freign plang ses proadnied o the table below B Pecembr
20 3, we smended ong of Kono s Cenadian plaas in which paticipation with resgect bo houdy workem wag Sfored To new participants in December 2 3,
and euterinip houdy plad padicipants will no Foager geerue addifional Wenefits afier Decenther 20 2, meulfing v o ¥?  millios comoiiment chiarge for
mectpmilion of previcwsly aramartizéd prier periice cost wnd translion obligation sod ¥ 2 miflion &c speofal fermiosnon Beme[is In 0 & weamenied the
othér Kronnn Canedian plio in whick. panicipaion with respect to salavied workess wag ciosed. (o newr jenicipants i Cecomber 200 4, and exining hourly
plan paticipanis will ao longer accmie additiona! benafiis afer December 20 4, reenlPing in o pominal sodsilment charge  The amounts shown below lor the’
mmanizaion of uomcagnized prior aovice o1, nel dnsilion obligslions-and eetuadiel Tnses for 70 3, 20 4 and 20 5 wére verageized as componenis of
our accwirinlated ouier somprehensive incomd (oss] ol Thécember 3 . 20 Z 20 3 add 70 4, reapectively, nat ol defermed i income Eaxes dnd mornconmolling r'

e
. ¥ emry eatfied Desember 31,
201% 1014 1015
. {In o Boos
Med pertodic pehiion cos B farelgn plans: . ] T )
Seovice coot i 3 5 7 5 112
Interean cost - - - A C o3 BEETAY
Epiflexpnond gain _ ) B L
Cudslloent loga R s T 73 ot
Espeitd rerem on phan asws _ [aom (20 &Y . 113}
Anpprctsagicn of tnmeeo guized: - - . . .
Prior servics nost . ) ] 5 T T
Met transifign obligations : R i . |
Mt atnarisl lass 25 0 13%
“Tistal = s . 5 . . 37. 5 29 3 i

Cerfait-infornulion concerning our fopgign detined bencfit pensiod plaos 14 presenied in the 1ahle balow

Dicgicher F1,
ELIT IS
. . . . (e i}

Plims for which the ABO axgeads plan asseta:. : O "
Projogted benefil obligadona ) ) i Ch3lG & LIE|
acturmclated beoefivabilgations 0 . 603 4 gy
Fate value of plin aggaly a7 2 S b

Amrmsry of surkey actuanal assumplioos uted fo deteoine frdipe hen el obillgations g2 5f Deeprnberd |, 20 4and 20 5 wag:

Deeamber 34
Rate . ) . } T4 ) e
Discount rale - - ' R T RE% L . LW
leictiemss I BuLive coippensation ]L‘.uth ¥ ot . 2.5

A suTamdry ol ouckey actiug sl assuenplidng used b deleomics [ieetgn el pedodic béaef coft (20 3,20 4and 20 5 are 35 fillovws:

C¥edys podid Dizanher 37,
Ralg ] ] ] ] FI.TH c . M4 ] FLTE ]
[Hecount men - . o ' — L T 3T T 3B ' L5%
Tnorense in floere sompensafion lrvels B L 1 H 2% o la%
Lomp femm bt o pla gmsere . . ' 1 I 5 0% ' - A%

Vidagnees ot 1oiuanolly assumed cates Wil fesull in ibgmsisee or Jeontitiss in accumulated pensan ﬁi:i‘ﬂpﬁﬂns PO BEP come Enﬂ.ﬁmdmg
T SRR Ty frony periods
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The aropwn is shawn for al1 ol gur defingd beo efil plane for yerseagoised. metnarisl foseez and priot s=rvies cost ab Decmobiec 3 30 4 and 20 5
have ool been rectgnized 28 componants of our periodic defined benefll pengion cis de ol thoge detes These amouats w11 be receEnized o somponenis of
our periodic defined benelic cost io fulre years These amaunts; net o deferred meomne (8% and noniconing | ling inferis, are reeognized o ouwr eoowmn (ied
ather comprehonsive income loss) af December 3,210 & and 20 3 We enpect approiivitely § 2 & million and § 2 million of the wirocognized acruarial
lgses and prorservice cost, mespectively, will e recognized a5 components ol aur pedo dic defined benefil pengion codt in 20 & The table belosw demils (e
chenges in olber comprehengive incame (lozs) dofng 20 3,20 4 and 20 % '

Year ended Netamber 31, .
M1 P FIiE
] ’ o o I o)
Cheages i plarr wgeid arndb:nﬁﬁlnbl:gaﬁuns mcugmz:edm e : S
albed comp peh easi v Tnepme (oz8): . oo P
Nai actyarlsl gain (lossj o b3 9B B £ am ¥ . 3
* - Plan gorallmenl - . o T .
Plari gettlerenl _ _ _ : {3
" Amprlizalint af Witacognized: - . . . -
Priar serviee cost . . 5 . A
Bt trasiilion dhTlzationy g S . 4 o A -
Wet actiariel [oooes : ] - 43 ) 154
- Tpeel. - - T . ¥ i2hF % cof 0 a8 18.1

i Trecember 3 , 20 4 and 20 5, 31 of the asesls phardbuialles 10 our U5 plin wers jrvesled o die Combined BMaster Retinanent Tagst
CMET, B colleslive investman!, envel spnmmed by Contron 4 pentiit the eollective igvestiiony by certain master ruste that fund certain Bmployer
benefils plane sponsered by Coninm and cerinid of its affliates Prioy 10 his dealh tn Decamber 20 2, Mr Hawld € Simmons was the sals doged of he
CMRT, aad ha along with the CMET s inyegiment dommitiiee, of which Mr Sinotions wira meedher, acively masapsd ffe nyestoveate of the TMRT  The
CHMRT's long dotms nvesiment objoctive wig to provide @ s ol rim exceeding 7 compodite of broad marel eqeity imd st fnosme lodices {incliding
lhe 3LF 500 and cectain Bossell indices) while ulilizing bofh third pany investment menagees ax well an inoestite os dmret['hy M Sitanpons {price fa i
dwsih] Tring Uhe higtory oF the CMRT fom it ingeplion fn Y88 through December 3 , 20 3, the average annual maile of mrum was 4% Far e year
gmded Cesember 3, 20 3, the ssoumed lonp ferm mie ofretns B flan agser: invested iu. (e CHEAY wap 0% In determiding the approphifenss of the
[omig v2ea e o serum assunglion, we piimariy relitd on the bistéocal mtes of retum achieved by (he CMRT, althoiph we considensad sther feinis 2a well
tucluding, sinmg other things, the investmeit ohjertives of thé CMBT'S ienagers and their m{pnnfauun That ::u-:h higvrien] refums wonld in the frturs
mn[Enme tir be achiesved aver the [ong e

Following the desch.ofhdr Riromons in Desemberid 3, the Coniman bowrd afdimmm T Jémoacy 20 - 4-qppeointed 4 finsnetal inslititiod aa the
new dirceled inistee of the CMILT, gnd the Centran baand sppoisted five individvals {all executice officem off Conino] 40 the new inveatmen eomtmiffee of
the CMRT Daring 70 4, h new [avestment committes began & poigess of realldealing to climem knd/or dew invesiment mimiager: or vaous ksl fiamds
and. commingled funds ﬂm prirtion of the CHRT agsete thel fad previoosly been under diret sfd acilve mansgereat by ar Sirigripe  The meallzdalion
prcesy was dong prudently aver e period of time, given the diverse asser eompositfon- oF this pertian of the pocdfblia, and v eubtinifally complete ar
December I, 5§ Concument with this changs in iavestment simlegy in which there la.no lotiger 2 pordon of the CMETs dasety tndey direat gnd wnitve
it g e E:-:.r My Simmpang, abd ¢podering e (ong berm neset mix of e sssets of the CAMRT and e expected o tomm wardh of selern (r such eset
compemealy a¢ well as adwlce fom Codlran's sotaares, beginning in 20 4 ¥he ueetimged loog term ntfe of efum for flan assets tovestad in the CMRAT was
meduced e T 5%
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frupd income} fise lhe nmels for ench of fur plans and the pipocted Tong tenm fates of elem for sueh aseei Mmpunmtk In addition, we fecerve Hrird party

The CMET il value is determined somi monlbly, aod the plans kave the akbiilily to mdecniall or sty porlien of theic foyestment o the CMRT
al smy [ime bated on the most recenl semi monthly valuslion However, the plage do not have the dght o iodividon] asséts held by (he CMET dud {he
CMET s the sole disemiion in determining how to meel any redempriod mquist For puposes ol oor pleo agsed disclaiice, we congider the invesimen in
the CMET as a Level 3 inpul because (f) the CWET value ie esiztlished et mon iy and the plans have i dghl Lo redestn Thiir ievestment . (e CRRT,
in part o in.whalt, ot snylime bdscd ool the most rocedl valoe and (i) abservablo inpas fomn Level  or Level 3 wers ysed (o valtie approfimately 86% ind
& ¥ of e aseels of e CMRT af December 3 .20 4 and 20 5, respectively, a5 noted below This aggeegate fair valoe ool ofthe CMRT astets, incloding
fundz ol'Conten and iTs atheraffiliates that also invem in the CWRT, énd supplemental assel mis defuily of the CMRT sme ws frlloo:

December A1,
FlLd 1NIS
L | . Tt
CMET zzgol valijs ’ B A B TR © S4B.E
CMRT fair velue inpuf: : o ) )
Livel | - ' - L : : A% osgeg
Lewel 7 _ . _ 3 7
ch.-ca El ' _ i : 0 _ 1%.
' it —1b0%
T
CMRT sesef mix S
Domesie -:aqmlic!',pm:pall}r publicly
tevidid _ 8% 5%
Tt ional a-gr(:t:&&, pnnnlpa]ly publlelf traded - E R N
Fided iicome becudliee, priceipally publicly rraded e 3N
Povately managed limiled pavnensbipa - S . T, : 5
Hegge findz ) 5
Cther, pritmrly cash - ) . R 1
%% . 100%

In detevmining the cxpecied lang ferm i of o on non U5 plid asbed asumptions, we consider the lang tom apssl ok fe g cuity ¥a

Advice ﬁhaul #pproprists lorg v rdes o Fremum. Such assuimed assel Toitss ant ptmmarized below:

It Crermany, (he somipashion of our plad es@als 1 sisblished to sarisfy the requimmmemits of the Gemman instrince commissigher Our -

Cictossn potision plan agrets represent an [mvertmcl i & lange collective iovestmed) Sivd efeblighed and maintalned By Bayer AG i

- wiich severel pension plans, molading o Gortn pension plan and Beyer perdlon plans, bive invested Our plin sissts wpmsent 4

viery nomibal porticn. sfthe tmal collective (avesiment fund metfntuined by Bayer These plan assely ave 8 Levtl 7 inpot hecanso e T
ol an active mankel fiat approiimates ibe alie of out igvesient I the Bayer iniesment find We dedtrisine the B valua of lhe Bayet
plant mizets based om pododic spads we robbive figk. the manzgen: of the Bager rlan These periodic nepents wrs sibject Lo audil by the
Cermang pensian regetalor

I Caoada, we cumendy heve 2 plag dest Llarge) allocafion of 38% o equily seoadties, $5% (o Gxed ncome séeuilies aind T Ly gitier
iavesimenls sod ¢ash Wo expert the long témm wie aFretim for such iHvemoen 10 avempe appoximately 79 basis points shove the
upplicehle equity or fxed foeoms ies The Canndian assels am Leval  Inpurrbecinse lhey dre (déd in eeiive fakets

ln Mopemy, ve enrmently have 4 plas. poved target allocation of % to equily socomlies, 79% to Heed incame B&mmhm, T4 (a2 rea) datare
and the remein u:[g:‘pmmauljr to elbis ipv psinmep s and 1iquid it estmedis such a2 monay marksts THe expecded Tong tohes fne o Pratun for
guih. inves manity fp appeogimately 7%, 3%, 5% and 5%, rogectively The majorily of Norwegian [lan agtets mmd Lovel  inpufs hecause
thiy gre vrated In oolive markelr, boweser approkimalely % of per Worwogian plan sesety it inWested in real eptate and other

‘{vestrmeaty nok sotively wadad and are therefote 8 Level 3 jnpnl
We. alsp heve plan akseis in Belgiom aod the Usited Kingdaw The Belgide plun sqscrs are inveated in certoin individualized fived -

INCOME {1 S0rET 8 Conacts for he enef oFesch plad participan( g mwijuird by (he local
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regtluiers gnd. sae el o Leved 3 inpw The Uhiled Kingdomn plan ageeis cinsisl of modeetable secutities whick are Level fiydelinl 4

bacguge they wade in active rfets

W regulady reelew bur actual acast allocation foc cach plac, fod will penodically rehalanien die nvestments in viih flan t more sccomately

reflzer the g ered dllocatlen snd/orwmaximize the cversll long (erm retum when considered sppropdade

The compotilion of eur Decagdier 3 |, 30 4 and 20 5 proglon pian dseets by snsel calegory ond fir value Tevel is shown n (@ table i
below The nmdunts sioto Tir plan #scers iovealed in hé CMET fnclude a noninal amoual of G35k held by our U8 pension plém whipk ie bl pod of lhe :
pYan s invesimet fi ke ChFET

German,

Cannda:
Lol durrsocy eqaities
Foreign currency guities

", . . Loea] parency fxed income

Global muiial fud
Cagh-eod other

Marway:
Lol earmen ey oquilics
Foueign curmency oijlifTies
Lol cvirenty Axed iocdme
Fargign curepcy flasd ineame

" Fopulgeeate -

Cosh wod ather
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Olbisr
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Canadea; )
Lota| by squitics
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‘Local cumeney fixed iodomes
Glubal mutual huad
Cash ant ofber

oray:
Lacal chemecy equitios
Poreign turdeney equities

Lol cumency fxed income
Feeign cumency fingd fovome

el nataie -
Cenh and other
Us  CMRET
Crhar )
o Tatal

Fa ¥ wlur M v w £ Derember 31, 2014
Guiied % ghi Fcanl N
Frees n ihaer -8 g T b
Art ye Dilisictv Ll nnbeeryo bk
Markets . Inpbibe” Lopund
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o i e 10 2 o) .
207 E § ¥ =G 7
14 zd
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=1k 5
1 o
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a o
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45, . 3.
a3 9 ’ .
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Fir Valos Mewsurcmeots mt Deoeasfrie 31, 2005
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O s e

A ralllorwan] of the change i fair valuc of Level 3 asgets [l

Postratinemiis benafls oriey chan penstany *OPER. ML, Kroned and Tremant provide eertélo henllr chre and 1ike insurance betefis for
their eligfle wiired siplojoes We Hove no. OPER plan weets, miheg we Fiod henehpaymens ag Loy are paid A1 Docember 3, 20 5, We kxpecl [

coatrbuis the equivalant oF spproximarsly 3 mwilllon 10 all oFowr OPER plans duting 20 6 Henefil paymenes 15 OFER plan purtivigoote ane cxpected. o

bothe sguivalent of

" Exiv velie af boginoing olyear

Ll o azxale held at end wlyear
Ciuir on acesty sold ducng the yeop
Asrets purehased
. AEsais zclid. I
Cumrency exchange rals Jueduations
‘Fatr valie &l eid of your

ur &
2 7
20 &
0 4
2020
Mext 5 years

The funded stals ofoug OPER plang iF presenlad in (b wable belew

Astuania) present valne oF accumulatéd TFEE obligations:.
Chligalinng al bngmmug ol thd yhar
Service cogt .-
Inierssl cosl
", Actuarial Toss (galn)
Change In cutrency: sRcHatgs 5108
Benefits paid fom emeplaget coninbutions
Ublignlicas at énd ofthe jruﬁr
Fair wafue 0Fplan seaeis
Funded statos
Ancrued OPHE cosls recognized in 1hr, Cmm{;damd
Eilance Thaets:
Cameni
Monciment
Ttia| ]
Asziinuleted ollinr parprebenzive ingome (loi):
: Melactiana] lesses
Frio service credit
Toral-
- Tataf

F-ﬂfl:)

Y ebry pwded. kecember 31,
4 . IS
. T [(Im, e A i :
5 2 . 184.1
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-3 A
E9 IER
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CF o J54 . F ZIET

5 mitfion
“ millien
O snillig:
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o millips
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Yerr) putled Jeesmber ¥1,
T4 ) FERR
Tlo e 0ot
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The amaunts shewn in the tabic above for inreon gited scuadal lose vod Prve seevice crodil 4t Decerntrer3 L 20 4 and 200 5 bave not heer
recognized 46 companends of our perodic OPER cost as of (ot 94162 Thede gmounts w41l be recogriized at componants nruu:r periodic OFER cosl io funbe
years These amounts,.nel of defeoed jocome vixes erd nomcoows](ing [nleres), ars now retopnized (o our accumielaled oiber comprehensive losmat
December 1, 20 2 and 20 5 We epect Lo mengRize appmeditalely § B milliog of pior eervice predit and § 2 nai iy of woreea g ized et tting (haees 29
COmponenlE ﬁ‘fﬁurpﬂ']ﬂdiu QOPER cosl in 20 & The table below demmits the shanges o other omprebensive Thoome {ow) durfop 206 3, 20 dand 20 5 Tn
the feurh quarter af 20 3, W amended the heénefli Barneis. for most Cenadian pavicinants alout plans effective January | 20 4, melfing in o curtallment

gun ag ol Degember 3 , 20 3 Koy aseumypuons including the errvice com and Genefil dumiion as of Decombrer 3,20 4 and 30 5 nmw meflect b plen
rewivions (& the benefil fapmuls

“Yeavd ended Dhecemie 31,
13 11T Zhls
{In @ O oo )

Thanges in bepefil ohlignlivns moogrized in other

comprelensive income (loss) : : o o . o
Het actnarial pain floss) ariting duning the year B I 1 F P4 F &
Flan imendments/ourtailment;, T e B (3] . -
AmoTization el unrecognized priorservice credii e} (2 0 0.2

Tofal . - - ' T y 5 .43 F.. - @&y - (LIY

The componenly ol oir periedic OPER costs an: precznied jo the whle below The emaoidits Hiewd. el D artio fizatice oF frier ger/ics
eredin dnd. recognized actuasisl losecs-for 20 3,20 # and 2T 5 were recopnized as eotoponeats of oir accynitlsbd olhet eomprebeneve ncome {oss) at
DRcember® 30 2,00 3and 30 4, saspeciively, nof oF defermed [noome faxes wod noneontmlling irtenst

Vaors epded Decembey 31,

EITE 2014 W18
. . o B ooty
Ned gerio dc OPER cost{coedil)e o S S
Sedoeeost 5 1 s R R |
Tetendm, oom ’ S 7 ) & . .5
Cirtal T ment gadn. o _ [
. Amnartization nl‘ummgmmﬂ S : . o
Erine secvice credil . ( 8 o 0.9
Wel zefuaclal loas . ) . (2 - -
Talal [4 [ 4] 3 ¥ 5 3 r_l_-;]

A smrnary of oue key savariol asmemption s wsed to deeanine de net benek obligetions a5 afDecember 3 20 4 and 0 5 dallws:

Deezmbor 31,
R _ IS
Hetlbéare intlation: - - : ) LT - .
Initig] mie ) T % ) T
. Ultiedaes e - : _ ’ i X
. Yearofwltimate mis E.chf:\r:mml ] o,o20d . A A |
Dlscovnfoe .. L . . S . A ¥ {4

Assupned healih came coet mend maces affest 1he amounts we report Fm'li‘mﬁ'[llﬂ meplﬁm A ok pawpenl chengs in srzimed henlth cane Emui e
woyld Dot have o matenal affscl ow tee nal penedic QPEB cax or2d 5 ar om the secomuldled OFES olbrligaiions ot Decenbec 3,20 5

The weighiled average discount rte ubed b delemstnfog (he ﬁr.tperiuﬂi& OPER cost frc20 5 wag 3 4% {ihd rale wis 4 0% i 20 dand 3 5% in
20 3] The weighted average rate was de termined wainp the mrojesisd beoafit ohliganions as of the beginning 6F sach yrear : Thi impeni of aswamed incrases
in Famre eodipeagdlion levdls doss nol have s mahrial 88wl on (b et pafodic OPER cosl a5 subsantially ofl of ek benefite riviate solsedy 10 eligible

ezliress, for which enmopenzation 15 ool appliceble “The topuer of the animped mie of mum oo plan assety alde -disee nob bdve & pisledal elfbet on the net
pedodic OFER coslas thent wenr oo plan eesrs a8 0f Degember 3, 20 4or20 3
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Stdances from ucrua.na]ly prsumied oy wul:I resalt in addinanal imonmEmy or dcmm in accumulaled OFEB-obligatfanz, net periodic OPEB

cogt oad. funding requirsmenrs in focoe peinds

Note 12 Tocome taxes:

Pre [ax incomee (Jags):
LUhiited States
Mon U8 subsdisses
Tiial L
Bipec &, bz tapenre (fonck Ju US kdesl
" ebetnrtry income tax mwie af35%
Mo US iax mien

Ingrespental oet bemefit on ca:n:lu:!ga [Iua'.m.} ufn o7y T_J F'andUS

wiahafdizes
Valusfion allowancs
[T8 siate incgmoc tkes, net
Adjustrnent 10 the resecve for vocertiin ta% puslimnm nel
WNoadeductibiz axpenses .
Tax it chAnges
{Mher, nei
Proe) o Ebrmmws taxes {I:refncﬁt}
Cdmponenis of meome a1 mtpmu_ l:l.ﬂni:ﬂl]
Cumamly payable (rafundabler
- LT§ federal and siate
Moo TS
. Tatal
Dferred loeorne tines (benefith:
' ‘U R Fedoeal ond state
'Nnn us
© Total ’
Provvigton for ineoime tanes {h@mﬁﬂ
Corpgreliencive pmvmm:l ﬁu ingtime kzick (bensfr)
allosable pa: .
Met invome {ldss)
Ciher comprebenlve income (1oraj:
. Buketable vecurities
' Cumexiey trenglation
. Peosion plans
" OFEB plans -
Imigres Tabe Swap
- Total

The amourt thown in the shove table of our imcome fak e weoncilistion lor pon U5 iy mies repressoln the oecnll deleseined by
multiplying 1he pre 6% edmings ot losses of wach of our non U8 soheidindes by the differents betaeen the applicalde stawinry teeame ek mis freach
non U B juriediciie apd the UE foderl statufory fux mie of 39% Theemauat shown on sach Ebla #irincremental net tx (heaefif] oh. earmings and losses
onnen (U8 compariesand TFS subsidianies mehides, as appitcile, () cwrenl income taxes (ineluding withholdivg taes, I applieskldl, l.f‘an:,-, azggcidted
weith acvy cureal e eerings of ony Chemicals Segments now U8 snbaidiasies to die extent. such cument year samis s wira distdbaked to s i the cunmat
ey, (113 defarmtl Incame thaes (ot defbred income tax benefils} asociated with e giment yoir chenge’ln the aggregle it sTapdiaiibued sartings ok

. ur Chernivals Sepmen's Canading subidlucy, which camings are nol subjoet i @ pemiament reiovestfenit plan, w5 6w epreemjng the cuntﬁ[‘_-,renr
chaAn ke o rhe apgrepale comrent incemy tat that would be geoemed (inelnding withbolding, taes, lfappﬂaah*]”u]whbn anr s prepale Lodisdbuled v
ars dislriboted To v, (L) currem T8 ineamsie 1ased [oF CLrmn mooie 145 fenefi), nolidiag U5 pemoml hiskding pmpany fx, 45 applicatile, ﬁ-ﬂtﬂﬁﬁ‘ﬁm'bfﬂ

(& cLIrent yBar INCarme ﬂnm] nfmof'Kmnns

Years eeded Iecearber 31,

nid Ils
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noo U8 subsidiares, which subsidiary {a treeted as @ dual wsident B UF igeoms lan pupusss, o e exlont the carent year {kcome {(i2oea) of mch
subsidiary is subject 10 U F income tax undes 1hé U5 duial resident-peavisions df he Intemal Bevenue Code, and {i¥] cecain and. debemed. inoome waxes
azmyaialed with disirbulions and samings Fam our foveclede fnLand §elt and BRT

‘The components of the céL defimed rak Liabitiey #f December 3 20 4 and 20 5 anesummaceed belbw  See Fore 20

Dk nabe 11,
14 I
Adaeis Lablier Asig Tabliz
. - Lo D an) ..

Teot effectoftémperary differences related 1o: o . S . oo T
Tovenlodes ] 5 54 ¥ R R AT § )
Matketbl e secuiities . Do - o {284y . AR | 51}
Priageeaty and aquipmeat o . . (08 - (96.6)
Asomed CFER coma T B BT - 7| B ' :
Accied piEEson Casls 524 . ' &40
Currency mvaliation on ru:-am-nn-q:my debt : . 56 . . . . 1&M
Aceried envitonmenta] liskiliies kA 399

_Oiher deduectible diforeneey © ) - L X o 4857 .
Ofher oxable di e ] . ] L {2 &) ) L 21T}

" Tnyestments 10 subsidieries dod affi e o C (278 7) oo L [*XLY T
Tay, o unremitted parnings of ron U5 whmdin.ncﬁ (2 6] . [# L]
Tax liozn and i erefit chory forwards . : T E3E . T 1543 -
WValudeian alfowence : 53 L {148.3) e
Adjwstet] gross dsizmed 1ax asseds l:llabﬂ.u.tnsj e - . (5437 R P ) R | N TR )

leh:gofln:.m.s by 13 jurdpdiciion (439 . #4314 (140.8) - {140.9Y

- Melnoncureol defamed tau ayect (Hahilfeyy % G5 ¥ 3995 & I T N1

Our aequisitian of an additional ewnenship taserest in BMUin Decsmbier 20 1, discussed in Fag 3; increaged. our ownership itierest in BIAL

frore 325 lo 53% As o vesull, efective Decermbier 3,20 3 we oo langer mecoust for nurmemhlp frLberest in. HMTh}' the equily method ofsecao ol bai

fas wad BMI ixa consalida od s heldiz ¥ Fio o Decembe 3 0 3 we coopnized £ defr ed income A% [{HablI ¥ B he excesgofo  Boe bafizove o
rax basts of onr invesment in BWL ar cigritsl galng vies, becanse we-did nor kave (o shility 10 wntol BM] snd hense we cotld s we would oely
renlize such excess bpon a disgosiliamoFour ounerthip inlenest in BT Upan gaining toixrdl of BAT in Deoomber 20 3, wi mivw have the abilily 4o contro!
ihe maeang o which such eiekss would e malized, snd sceomdingly the deferred tosome tax lighility we now tecopnise fir ;uch eucess j% based on e
assumption thil we woold el such excess fom dividend dismibuions fom BRT (Which are axed at 2 Yot mig, sfer contldening e effeet of the
dividends verdlved dednetion) Cur jncome tax. benefll tn 20 3 includes an. agpregafe ¥ millipn bemafit (Gisssifed n the whie alove ag parl ol our
increnental T 8 tax on camings ofoan U5 abd oo (n, group somopenies] retaied to the remeasuremend aF gl deferred incomos tax Uabllpty delth wepest. fry
our Tnvwetorenr in BT Sos copilal gains cee d dividedd rmoejved deduetivn tates, incloding the deferred income laxe related to () the gain.fom (e -}
meEsnturens of ooy existing investment ln BEMLto eatimared fair value and (7} ik bargs.m p'umhm gain wlaed 1o the addifionsl Mh]p inlirmet mEMl
arquired io December 20 3
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Thw avtharitiss aee axavining cenain afour 1% add noo [ % (2% metuoe and beve or may proposs Tex deloien cics, including penalfies and
inlemgl Heeavge of the inherenl woreriainties invalved in senlemedt iniftatives wnd coutt and 1ax proceedings, #e carnol fuimniee tiat these L maners
will be regolved in our frvor aed therefore our polealial expognre, ifguy, iz aloo uneedain o 20 and 20 2 ¥oomay poeived notieed of re gssessment Fooe
ibe Canadign fedmel and provineial toe muthorities related to the pears 2007 though 2004, W objected to the te agsessments and believed (he positich was
withoil tedt Aeosnodingly, we oppesled the re sseastmends and in commecion wilh suck dppesl we were réquired fo post leuten of credil aggrepating Cda
5T penillion (see HaTed) & 20 4, (be Appeals ivision ol be Canadian Bevinue sulharly niled fe our fvor and eeversed in their entivery e éh nolices al
Te agghesmenl Ae s mell, Wi necognived o non cadh ntme e benefif bf 55 ¢ willian velated 1o the refeass of 2 pamisn of pur mssree T Bneerein G
pasitions ln 20 4 mlated la the completion of this Canadis incamn by audid B addition, e related leners of eredil hove beer. emmeelled  Also dunng
24 4 e moppnized & oon oadrineome tax benefll 0753 millied selavsd to chi mlenst of o panion of i peenve B dncetain 1o pasitions in coaliaction
with e complelion of pe audit of par LS income 1y relom e 200% W believe wo bave adeqoane. acontals (v additdonal (axes and relaled interes
tapenss which could ultimalely el fom Lok examinations We befieve the ultimale disgasition of by exmninetions should not bave o gmalgdal adverss
effect on dur consalidated Antnsial posifion, wsutls nfopéaiiond ar liquidity ’

The foliowing (ablo shows the clianges o the amount of our wroedais Ly, posilians [aechisive of the effect of intenest #nd pemaltios) dudheg
2 370 dand 20 5

Ve grided D by T1,

SN 1014 1015
A S . . {Xo m W thg)
‘Unresognized e benetfa: o i e

Asaunt beginning of year _ s ;4 s e s
Het intreae (deettate): ) e c IR ) U A
Tax positions taken in pricrperiods 5 (78 B\

. Tax positons raken (o cument redod . h 3 ER B
 Laps dug 1o applicable statute o [imitatine L 1z (7] . L)
© Acquisition oM aod CendWell L S : . ) Lo
Changes in curpaey sxchonge rates ] [ 3 . [ (3
Amarrif at end of year - ' . B 5 R TS W T T

If our woeerinin fas postiong wers recognized, & benefic of £39 2 milliso, 24 2 million and-$23 4 million ar Cecemnber 3 20 2,310 4 and”

0 espee tvaly wo 1duffec o effec ive income ak ae‘Wee anlyerimae ba o o poopaized ax Beaed s will dec-gpse by opip opima ely B
miltion during Hin wrst tielve moothe due e the revers [ afceraio liming difforences and the sépimiion of ceriain statulta of Limltn Gy

Wi Al incame tax rommrs in vardoos 175 Rders], sate and loegl firsdictions "We il Al income 8% miims e yidivs oreign juisdioiens,
principally in Geondny, Cinady, Belgited and Norway Cur U$ income e retums prioc w 20 2 ame peacrally considered clpsed fo-examination by
applicable 1ax guthonliss Our fondge [Hedme tax retomes b gederally cunsidired <losed fo exsmingticn ot yesrs prior 1o 2006 for Morwey: 20 0 for
Cebadn; 20 for Gemerny; end 20 2 for Belgim ’

) - Wo eas itesl amd, penalios an pur Lndetein s posilfons as o coiopoaent of :ri;fpmvieiuu tor nciimie taxsy W aomied infersst and
penalios of § 3 willlon during 280 Feod & 2 millive dadegd0 4 ood § 3 million donng 205, and at Docomber 3,340 4 and 20 5 ¢ bhad 54 mfifion
and. 54 2 millicn, mepactively, noomed for interest and 67 immisteri sl amoun: accmed Brpeasllite for our nocsrsln o postions .

e Cheinitn |6 Segroee has substantial el dperaling loss (WO carry Torwards i Gatmany (e symivalent of 643 millionand 376 millian
{or Girenan ¢nrpotale and ade jax purpeecs, eepeslVEly, ol December 3, 20 5)and in Belgiur (liva equivalent af §RE milllon for Belging comorate tax
pitrpased al December 3, 20 5), all oF whick haye sn. mdefnife camyforwerd perdod  As a reeull, wo bivs melt delerred income tax assels reeogrized With
rospecl 10 Wiess o juvisdietions, prisanly eelaied 1o these MOL caryBirwnrdy The German coffarte (3% iz sivgllar to tha ©FS (eders] nedime lex, and 1he
Germmn trade us i simflar fo the U8 date inedme 1an Prior o Juse 30, 20 5, and using all agailable tridimee, we bad corcludad oo defefred indome iz
paser woluativn allveance was requirsd to be recoprizsd with megach 1o Lhess net defemed foerime a3 asvels yoder the mor Hkely dhin not wtcognd i
criwrig, primanily because ([) the camy forvards have wo indefindiz comylorwend patod, (iwe nilized a ponion of sueh careyfargam s durdeg e most recaril
three year pedod, ind [Gi) we edpeciod fo wilize thi seaainder of the gary lorwanis over the long term We had alo proviously brdizated hai fets and
cinopstances couwld change, which wipht o vhe fitire maolt in the moopniton. oF 2 valoation allowancs apatie s of 51l of sich defered income by
gsoois Howsver, ag ol Tune 30, 21 5, and glven dar operaling meealts dividg the sevond qiarer of20 5 mnd auf epenrdfions s thal tioe for ok oferding
reiully for the mmainderof
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20 5, we did nar basve sufficienl positve svideoos W oviroome the signifcen oegabive cvidence of haviag cunfulalive losses in e moa recepl twelva
CONZREULivG qnaneTd in both oue German and Belgian jursdictens al Juos 340, 3F ¥ {pven considering that the camy forward period of aur Germen, #hd
Bolgium NOL tary foraards s indefinile, one picee of positive evifenes) Azconfioply, aF June 30,20 5, we concluded Thal we were requised 1o eoogeize o
nod ceshi defbred ineome lex sgsel velusfion Bllowsnce woder (e srere lkely tham nol recopniton criteria sach edgpect bo our Germart and Belgion nel
deRnnd facame (o aseels Such walnetion sllowerice aggregated § 50 3 million =i Juoe 30, 20 5 We megopmized an, sdditionul 5% 7 millisn nos cash
detierred iGzome (aE veluation allrdenee dnder the mom likely than ool meogniven colens doney the thivd and fumh guaners of 20 3, dus 16 (oapss
moenprired by Friomis® Gemmon and Belgiueg opersisns dudng sch penod Tn addition 1o the aggragate § 5% 0 trillloir incresse tn the defimmd ineome 1ax.
amaef. valustion olfowanes reeagnired 68 paa of the provision orioeome laxes in 25 5, the defémed incomn {a% aaeet valoalion wllowanoe elsd moresed, by
an Bggregdle o 59 B rdilfiam jni 20 5 die o gmownts tecogmized i olber comprehensddve Logs

W recognize defered inome tes with npest o the sxcees of de Arancial reponiing camying amoont gver e frcomsn tax Basis of our
direed invasrment n Erenes comimon sack bepause the exdmption under GAAP 1o wyaid mieh meognilion &F defbrmed tcome dakes (3 ool available o

uz Thers ig a maximim amiounl (or cagd) of such deforsd intome (2es we o requmd 10 recopiiize wilh respeod o our dirdet invégtmremt in Kronos, and we

previnoshy mached sweh maxiomuer, amrmrust feohe fth quanerofI¢ 0 Sioes that iime und thringh Blawh 3., 20 5, we wene 0ol equired 7 ecopsdize sny
aiditipmal defimsl ineegpe fexer Wil peegest to dur dieel iovestmen | in Kmoos beeanse the defeosd meme fanes sssocizied wilh (he BRcess o Ethe Snancid]
TepoTing cATTYInE s don over e Incents tax bagts oFour dikct 1aveskient i Eronos commgn slogk continued 1o be abeve sich cap  Howwves 6L e 0,
20 5, ke defsd income takes asvosiated with the eecess of the finunciel reprrting earying amount over (he income fas basie ofode dime inyestéwnt in
¥rzas commmn slock wes, for the first (ime since the frurthi quaner of 20 O, Below soch cap, in large pat doé o0 (Be oet [ogs wpored By Kook in the
smtond guarter of 20 5 Accordingly, our provision foc income tixes o 70 3 iocludes an aggregets now sdsh indome ek teneft of 5293 wmilliow,
recopnized in the secod, thied and Ewrh quadars of, 3§ 5, for the redoction ia the deftrred incoms 1otes regoired 1o be weogaized with regpect w ihe
micags of (e Knantial repatiing eamying emount over the income lax basts of our diresl investinen, iti Kranns ¢commeon stock, 1o 1be extenl such mduetion
relalied to aur equity in Koomos' nél losa Such amont i ieeluded io the shove dable of our iobomie T, mle tecnnciliglion for Increémental et leuzhl on
catmings and lnases o non UE and U § sobeidfarfes (i addition 10 1he other itoms indicated abeaved A portion af such reduction alse releted to aur equity
in ¥mno#* olher compreheneive ineoms (Joed Mems, and the amouncs swowny i the ble abavs for income lax cipenes (benefl) allocated w oher
cotnprehisheive inéeme (ose) el det songnnie selélead 1o ol equity in Kmoss” eiler commoehenrive ineoie (oss) iteis

Nete I3  Moocontesiliog Intevest Ln subsidiarisn
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Miite 14 Valhl ibrekhoiders™ equicy:

Eharga ol o ok
Lxiied . Trt iy Chitetwmd ip
) ) ) . {bn o0 atm)
Balance at Iecember 31, 013, 2074 and 2015 -+ 1. ) o 132 Milx

Falhi authorized sharer Prior o 20 3, wo emended our cenificate of inco potion 1 incresse the aulhivrzed number o ghates of bur commion
slonk 1o 500 milllan '

We fmued o nominal number of shares af Valhi commen stock doring 30 ¥, 20 4 aod 20 5, nessiiaied -\t stimded slock awands to dismbion of
aulr baard o Edimetor

Fulki share repurchaces ond coxceifptipns, Prorio 20 3, owr board of diveclors authorized the repicehase ofip o 00 oifliop shares alauwr
common &itel in open markel mingactions, ineluding block purthasse, or in povetely negetiated tmangactlons, which may inelode traneclions with one
aflliares or subsidiedes We may porchase 1be stock fom lime Lo fime & makel conditions permit The shrek: mpuschese progran doss nob el de pecific
price tatpels ot ietatileg and tay be suspenided 4f any lims Pepsnding on market gonditions, we may lavminate the program pHerio completion We wifl
wat eaeli ax Hend 1o gequins the sheree Bepinhdsed shares could be miied and caneelled or ooy be sdded 1w otr treageey s1ock and. wesd for empldyee
Bortefo plane, fiiue soquisitons or other compomie purposes We d54 nof roake any meh purchases uoderiheplan in 30 3,20 $orld 5

Treasusy stock The trepmry stock we vepored o Buancial wporiing purposey at Decembar 3 [ 20 3, 20 4 and 30 5 mepmesests pur
propariional inlerest in (he thems of owrcemnon sock keid by WL and Kronos WL held opproizlmeicly 44 million shares of oor commen sfock at
Decetnber 3 , 20 4 and 20 5 Al December 3 | 20 4 and 20 5 Kiones held do dpgeogots of 7 oidllion fires. of aie conemon steek Thder Delawpn
Comporaion Taw, 00% {and not (he propontiongle infepesch of 4 paretil compiny's shares held By & matoricy owned swbsdiary of the pareot v considered m
be Ineasdry sTock for voling purpedes A a maull, our commen shucs uur.smndnrg for s 6] -regromiing pulibyi differ Fom those ﬂu!slandmg for 1egsl
Pliposes

Freferved yrock Cur ouwlstanding prefomed, sk cowsigs gf 5,000 shares of gor Series 4 Prefermd S1ock haing a lHguidation preferedge of
% 33,466 75 per shere, o dnaggregate liquidathis prefmirs of $667 3 millisy The dutanding shares of Sedes A Prefemed Slook are freld by Contoun ard
repregenl ] of ihe sharee of Series A Preformed Block we sie whomeed 60 fene The preformed steck has a paevaloe of 50 por dhafe shd peys 2 nod
cumlalive cash dividend at an anovial raie of 6% &1 the agpegats (quidation prelerence only when sutharized and declared by oor boerd of dirdetors The
ghareg. o Sedaz A Prefered Stoelk aro nos coavertiolc, aod the shames do nol choy any wdemption or call Entores {Sifher st onr option or the oplioe of e
holder) A halder of the Sedes A sharee does not have eny woilap dahes, exvept in 1hnied. cioumslances, and is pot entided io 2 proferomtial dividend fght
tnat is seming o ol shares of common stock Upon the liguidstion, dizolition s ¢inding wp of our alfhine, & holder of the Betics A.shani i etitled 1 he
poid & liguidation preference of § 53 466 75 per thare. plos 4o amoiinl {iF iy equal wany declamd but vapaid dividends, before sny dildbition of asets
ik made 10 holders ol our commoh Mook Thowgh Decembrer 3 EU' 5, we hgwe nol declared any dividmds an riut Smmﬁ?’mﬁ:m& Btouke sfnce I3 issiance
ptiertn 20 3

Vol Loy rerm fncendive compintaiin plan. Pior wo 20 3, our board of direétors sdepled. s }':Ta.n.that provides For the awand of stock 10 aar
board of directors, axd vp o 3 maximum oF 200,000 shaees sould be awarded Under s plan, wi awarded 5,000 shares i 20 3, 2000 shases in 20 4 aud
0,500 ghates in 20 5, and al Decemberd 20 3 66,500 scharts are availeble Ror fofdre sward under this aew plan

Siock plans of anbsffiaries. Knonos, WL oord Comgal zack miaietain flans whick provide for Ihe award of theit eoemnog sfock-to their hoapd of
diectors At Decemberd | 20 5, Kronio$ and ML each had 77,000 gheees of cotompn siock. availabls foc Mo grinl weder its respective plm sod CompX .
brd ® 0G0 sharss availdble forgwent

Earnings per Mare. Bagie camings per shere of common sioek 5 baged ipos the weinhied svergge nombo of our r_mn_inm sharas actually
oulseaniding duting each pedod Dilufed eamings per share of cofamen sock jnclodas e fqarl of alir opcgdsiding dilupisy ptock aplions aa well ¢ the

dilutive afieet, Tl any, af dilwed ¢smings per shar reponied by ¥Wronos, ML urCume The ﬂ:Jme et ﬁfdﬂunve edmitgs per ghare for Erotos, NL and.
CompXin20 3,20 dand 20 5 waz oot signifcani
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Accumalaied ather compralientive income jfoss). Actumulated otfer mmpn:hrms"iwn incoree (1oes] aitrib e ble 1o Walhi stockboldsrs congprizes
changes ig cquily az gresetizd in the tahle belaw

Years ended December 3,
2033 T 0L
Tim ov U )
Accumulated other comnpiehen sive income {Iosg) {nel of rax fmd
- noncantmlling intersad]:

Markerable secunis: ) ) ) )
Balance & heginning afyear . S . T 1305 14,
Critter comprehemnsi #e-iHeome (o) )

Uhrealized Toams adging Juring e year . . Y1 /]
Lews molassificatbon adjusmenis for nmounts
intluded in roalized loss (ga.tnj ) 7 [37
Balines at cnd of yoar s i E 25 5 - T V'
Imq:est TalS AWIp: ) . ) . . .
" Balenes at beginning wfyear. L 5 . 5 3
Orhercomprehensivg hoest | ’ . . . L ' L
Vneeslizod |oeses ditehig the year e A £ )
Less reclagd feation adjuitments far amums
included io ingeeat dugpenne A
Balmece st end of gewr ) [ S 5 R L3y

Curmency teansallon:: _ _ ] ] ] ] _

' Balance ol begianiog ofyenr . 5331 -8 93 % - (216)
Oiher comprshensive incom: (log) atsny du.nng )

the year ] ] 54 [& R} {595}

Baltice o1 end of yesr C I 5571 % [32E} § {7B.1}

Defined, hgnahl pénsion plans: . o . _ . e .
Bilases a1 begloning olyear. ’ R (g5 8- - [TEF) ¥ - 3Ty
Cther comprehensive inoome (lossk. :

Aritortizilion Gl prior seriien cost zrd weL . S . ) I

-lTossea teliided in nétpedodic piakon oot T Lo BiC . 6,1

i, & i al gain, (osgl n‘ti'smg doring ﬂiu year 4 T P

Plan puttsi iment . ) : 410 () - L
Balance at étd of year ) 5 {'?‘Eﬁ]_ % [EFT 123407

OPEB plans: C T _ S . o
Batarive albagmmng abyoir £ .o+ 8 ) 6> 5 44
" Cither compehemsive los - o L ' o

Amimtization of prior service credif and nE*t

tursad included o et perindie OPEB cot s 4] o4 m nx

M sotuanial pain (loes) ansing durng (He year - i - (B} Y |

~ Flan amendmens pd 5
Balante sl end o fyear - L : 5. 5 ¥y - - 34 £ - A8
Taral apeumy laied aﬂ:.crﬁum;mbmswc naome (]ass) . . . ) ..

-Balance ai beginalog of year SR .. M2y 3 - (B (L4B6)
CHher cooipreh enaive incomme (loss) . M0 404 B4}

. Balanceatmd ofyesr © . ’ ] S (B (486 8 (L971)

Bew Male  [oramemuls teisiad Lo our defined banefic pensior planand OFER plany

Fal
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Note 15  Offher income, Dot

Ewsrs coded Depember 31,
FITE] 1014 0L
(tnom Homs)

Deeunties samdngs; - . ) SR o D

Dhvidends and {nteneat ) . ¥ 64 £ xs ¥ © iRX

Seurited tran eicstlon e, wet o T k|

 Total : _ e 269 65

Exfity in tarotogs of ins bale . B -1 — . .
Tosurance oD veriss . 94 04 . aT
Climguey tempnctibod, nel R 18 - 44 N v
Digpasal of propetty and equipment, net - _ )] (9 B
Gain on batgain purchase and mmessurrinenl d fod oxisting _ o : .
. imveatiyml o sequinse - : = Rt T .
Dhar, net ) ) ) ) 2 6§ i7 .
: Total . : N S T T i 20 3 R

Dividends and intercst income nsludes distdbutions Bnax The Ataglgamared figar Cangrny LLC £ %75 4 imillion in esch of20 3, 20 4 and,
20 % izee Moted) -

TR Te Fesov Bnies relte pridarly te emeun e WL meeived fom terarm of ity Boner insucance cariens, and relale pringipally ta the moovery
of priot ltad pigment sod asbestor Wiigmion definee sosts moumed by vd We have agreemends with four fanmer inshmoce esmriem plitonnt @ which the
cders reimiburee s Beea portion of our (s tead pigment ipetion defirse cosie, ind ¢ént Mok varder weimburees w8 for 6 Fortion of our frturs ashedgs
Tiripatici défage cosls We dtenol able [ determine how much s will olimaiely reeorver from (hese, cuders G defenpe tods inoumed By it bepsuse of
ceraln Teues thal dre reandfng which dolbose coste qualify S prmbursetent While we coniinue fo ssek addifional ingurence eeovedes for [ead pigmén|
wnd webearos Migarion mrotters, we di sot koow the gxtent fo wiick we will be succeafil In ob iining additloss| wimboseent Jor et defmae cotts b
ideromty Sphstantially alf of £ 04 millien in (he fgimiee rsenvedes we recggnized fn 20 4 relala o 3 seitletneat ML mached with o of s mewraczz
eamiery in Seplember 200 4 in whish it agreed 1 veiiburss ML v a portion of i past 1itigetan dafmae costs Any addivionyl inswbtee reeoeern es would be
vecopnized when the teceipt iz probahle and the amann! iz delerminable See Mekz ¥

Equity in eamings of invoslees mlales 1o our fuvemtmeit oo BME add LaadWell The gain on bargain pumﬁhﬁa and remessircment ol s .

exising fnveslnent in Lopimerelates b ouracq HEITTE o & eqmrolling interest in Bhilund LandWell Bee Motz 3

Nois 16  Relatsd pacty wansactons:

W pray be deetred Lo be controlled by Mg Simmons snd Ma Connelly See Motz Corporalions thatwmay be deemed 10 be eontiolled by or
afffliafexd with such individuals sometines engage in (=} itercopotiie (enaadlions Fueh da gurerbees, wans penient ani éipedu: sharng dradgements,
ghired fee G gamenls, joinl veolures, partnerships, Town, aptings, advances of fmds of ofén accouny, and edles, beases anid.exchan pes of assers, including
securilics toued by both mlaed and worelated pardies and (B) common imvestient and foquizition stailepdes, Dosnesy sambingtions, reangamizetions,

reci;ializalions, secnifies Tepurchases, and purmhistes nnid gales (ind gther asquititions and dlsposiisns) of subsidiares, Qividinms or ciber buslniss nfts,
whlch iranzactions have igvalved bart selated snd norelarsd pamics aod have teclndsd raveactinne which regulted 1o the scquisitien by one cdlalsd paty.of

a publicly held nonecmess(Tmg foterest in analfr rélated pany While ng mogactions of the fype desodbed shove ame planned o7 propased with respedl fo s
othes Fhan ag sat (orth im Tfkepe Aranclsl gaaiemars, we conlinirusly congider; wview and svaluzls, and undestind thaf Conmad and relnied shittlea conrider
rewleow ond eveluale mol tensoaiona Depending Upow e bisgmess, lax and othar objectlves thew elevant, 161 possible thel we mughl be g ey o Gne or
g ek craneacdioay in 1he fMttra . -
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Frote, Time ta thme, e ay have loans gnd advanees cutwanding befween va and vecioes elasd pamies, incloding Conomn, pursuant to term
and demand notes We generally eater into thees Josns and advances for cash management purposes When e loan funde to melated parties, we a6 generally
able to esm & higherrate of eram on the loan than v weuld carm i£we invested the finde in ofher ingtroments While secrain of these loans sy be ofa leseer
credit qualiny fhan pagh squivalent insmyments atherarise evailable fa ua, o beliewe wo have svaluated the credic dgks involved and sppropristely meflect
thoee eredit rizks in the terme af'the spplicable loans When we koo fomw relawsd panies, we are generally able fo pay o lower ele ol interest than we would
Py ifwe barowed fom wnrelared paoies See Mors 9 for mors information on ibe Valhi and Krooos aredit Seilities with Coseen We paid Coneran £ 20
roillion, 8 O million and § O 2 mdllion io interest on bomasings under credit facilities in 20 3,20 4 and o 5 , Degpectively

Agubeidiary of Contran has goamntesd ) WCES obligation under its Anancimg capital lease with the County of Andrewe, Tewas discussed in
Mote 8, {if) Tremont's obligation uaderits 3 7 million promissory note payable dismussed in MWotes 3 and 9 and (3ii) Tremont's 58 § million 3 millico
face walueh deformed paymsnt obligation digouszed in Motes 3 and & The guamaty obligarion would anly stise upon our failore fo make any mequired
repayroents $We cumrently do nob sxpect sueh Contmn subsidisey will be maguired 1 perform under such guarinises for the foreseesble fiture

Under the terme of vadous inlercorparaie services apresments ("ISAS) we eoter intg wich Contran, smployees of Contran provide s comain
mansgement, e plenning, financiel end sdininisarive semvices on a foo bass Such cherges are based wpoo estimarss of the tme devoted by the Contmn
einplayees 10 our affsits, and the comnpensation and other expenses aseociated with those persons Bosause of the large nunber of companies affilisted with
Confran, we helieve we henefit from cost sevings and econnmies of seale gained by uot having ecttein management, finaneia] sd adminismaive suaf
dupliceied e all of our sobsidiariss, thus allowing cemain Contran swmplovess to provide secvicss to mnlipls companies bur only be cowpengated by
Contran The ner (54 fee charged o ue by Contsan and approwed by the indspendent moemhers of the applicehle board of directors aggregated  $34
million io 20 3, 533 4 million in 20 4 end 335 8 million in 20 5 Theee agreements are renéwed snnuelly, std we expect to pay 2 nec amouar of B36 5
million under the IBAs during 20 §

We had an agerepare 2 0 million sharee at December 3,20 4 and 3 2 million shares gt December 3, 20 5 of qur Krooos common stock
pledged as collaters] for cerain debr abligatons of Contesn We tecsive a fae from Conman for pledping thees [Kmnos shares, determined by & formmla based
om. [he market value of the shares pledged We rectived § 8 million in 20 3, § 9 millionio 20 4 and 5 8 million tn 20 § from Contran far this pledge

Crer subsidincies Tall Fioes Insuratice Coppany and BWI BE, Ine provide fic ar broker cemain inguranes or seinmmnce palieies for Conttan
anud carain of its subsidiaries and affilistes, including wa Tall Pines purchases reinsurance for aubatantially all of the tisks ir undersrites from third panty
inmmance cemere with a0 & M Best Company cring of generally ar least A (Bxesllent) Consistent with insurancs indusmy practices, Tall Finee and EWI
reaBlve commmissions fom insurancs and reingurance underaritery sndlor essess fees for the polizies that they provide or broker fo ns We redelved cath
pavients for insuranee preminme from Contran and serfain other affiliates not members of our sansalideted financial reporting group of 35 7 million in each
of 30 3 and 20 4 and 54 million in 20 5§ These amounte alsa include pagments ta nsucers or reinsmers throngh BW for the reinborsement of claiios
within cur appliceble dsductible oT rersntinn moges that such ingurers or relhsuress paid t thied parties on aur hehalf, ag well as anounts for cleims snd sk
management seovicss and wadeus other thied party fees and expensss incurmed by the pragram  We expect these relationships with Tall Pinee and BWT will
continle In 20 4 '

With respect To corsin of such joiotly owaed policics, it iy passible thatuousoally large logses incuoed by one ot more ingureds during & given
policy pecod could leare the orhey patticipating companies without adequate soverags uoder chat policy far the balancs of the poliey petiod  Aea mesulr,
Condan and eertain of its subeidiedes and affiliszes, including vs, bave encered info o loss sharlng agmemett wnder which any uningored Lo ts shered by
those enrities who have subtnimed clairng under the relevant policy  We believe the benefits, in the form of seduced premioms and broader coverage
agsociated with the group coverage for ench policies, justifies the visk associated with the potentiol for sy uninsured loss

Comran and cerfain of it mbsidiades, including vs, participate in & combined informution technalogy date tecovery program that Contrn
providee from 4 data recavery center that it established  Furmant to che program, Cantrin and certaia of its subsidtaries, including vs, az 8 goup share
informetion Technology data trcovery servicss The program spportions iTs G0sts ancn g the participating compenies W paid Contren 3 56,000 jo 200 2,
3242000 in20 4 and $298.000 in 30 3 for auch services We expect that this relationship with Conbran will continee in 20 &

Fab
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WCS |& required. 6 provide cesain Dosncial estren ook Lo the Toxas government apeneics with mipect b ctrizin deromomissioning obli gation
riated w out facilioy In Wesl Texas Ree Hute 7 Such [{oancial sssumoces moy be provided by vorious means W nod getain of eur affiliates have
provided ar awststed WS with providing such Hnencial sssrmnce, s specified below Upod completing he penifing sale af WS to Rockwel| discnssed in
Mate 3 e and gir &8ss woold oo losger B reqaisd o yeovide or asoiel with aoch financiil sprarmce.

During 70 3,20 4 and 20 5, ¢ subsidiary of Contmee puavanieed sortain ol WS specified decommiesioning shligatians as il relaes fo
is LLR™ treatemen and siorags Boilin and ROR& peivaits, crmremly sdimandd o1 §3 2 millicd: Sush Canlman subshdiary wes eligitds Lo
provide thie fiasmnios hecdtise i1 mal corain mpesifled Trandial (ests The oblipadons wiolrid atige-anly upon. a closure of our Weat Tevas
Tedlity and wor Bilue w perftem the regqoined decorimissioning aclivilies Wik do not comently- éxpeel thal such subsidiary will b
vequired w0 perfoms uder such gusmntes foirthe Rresesab)e illun

During 20 3, 20 4 and 20 5, Contan isseed 3 Ietler of coodit (PLOCTY wnder iz ank cmediv feility.to the stals of Tés wlated to
specified decommissioning obligitions ssociated with eur byproduet feailily AL Tecember 3 , 20 5, The amount of sek LOC wis
$6 million ‘Fhe LOC would eafy be drawn down dpon the clamsre of dur byproduct faelllty and ous fallure 1o pedBen the riquind
decomrmssioning sitivifies We do not cumenly aepret then the LOC will have 1o by dawar dean Dor the forssessblz futane 0%
wimbursed Contren for cosr elated to the LOC of & waillion in each of20 3,30 4 apd J0 5 ’

Priok to M 3, we, conuin of pur sithsidintes, Conlme aod coratn sabgidiaies of Dot pyaanteed WOS' abligafons onder (he suny
bond fpurmmily valocd b 557 willen) discussed in Note 7 The dbligetions wauld arse upon owr fidllies to make the requined
quariedsy payinesls fiic M sursty bond tisl dizcoeeed InWote 7 We do ool coiEeily expect el sy, tonki of our sutldinies,

- Equign and such corisin Cintren subsidianies #ill be requited o perfem under such guarsmtee for the, Fatesrdnhle fifurs

Rpceivables Fom and payables 1o afiliales ams summacdzed. in (he 1ahle below

Dwcember 31,
4 ETTE]
. . {Tn mL B gy
e reeiyab]er fom athlioes: : : - .
Leuwisiand Prgment Corpany, L F g RO
Conitah i . . . L
Trde licos ] o i 2
TeCodne tanes a . : ' 21 TE
Cber ) 3 1.5
_ Torsl e 230 § .. 103
Clurgend payabies fo s ates: _ ) ] . .
Loulsians Flgment Company, LP N 2 By w4
Comnmn  tronde ibemts - ) 15 161
Tl C . S S TR T _ABE
Payablesta afiliate Loclwdyd in oy berms det: _ ) B o
S Yalht  Cestmd cmdll Beilivy _ ' Cop L2237 % - IGRE

Auouals payable 1o LPC are genemlly for the purchase of TiCe, while smounts receivabile Fom LPC ame goienlly Fom Lhe saleof Tite
foedsbock Ses Male 7 Purchases of Ti0e from LPC weee $224 5 mililon 7 20 3,§ 93 miilion in 20 4 and & 76 Spwillien in 20 5 Sales o7 feedstoch to

LTC wtre & 4

willon in 26 3, $0E 4 wilffon iv 20 4 and R0 6 millien 1 20° 5 Substaniially all &f the Contran rade payables relates o The 154 figs

charged 10 WS by Conlman; whieh $5A fees ked net betn paid by WCH 10 Cantmn for 20 2 and prior yelire Aoy amounls WCS owes fo Contmn and any
olher affilares wewld he contebuted tn WO S mmaediately pder s 1he somplétion of the proding sale of WS 10 Rocdowe!l and incloded i the enlealetion of
gain or (gss on.ihe sabe di powssed 0 Mole 3 ’
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Motz 1T Commnitments aod contdogendies;
Fead pipment lirgaton N

ML former opemnfions ineluded the manufacture of lead pigments for uese (o paial and lead baged paiot NL, ather foomer manufacures of lead
pigments for use in paint and lead based painl {ogsther the "former pigment manuirctorers”), and the Lesd Industoes Associaton ("LIA™Y, which
disgontinued tuginess sperations in 2002, have been named we defendants in verdons legal proceedings senking dawmages for perponal injury, property
damage and governmental sxpenditires wllegadly censed by the ase of laad hased paints Cartain of these actions have been filed by or oo behalf of sates,
eounties, citles ot thelr public housing awcharities and sehoe] diericts, and cemain others have been ssserred as elags aotions Thess lavwsuitg seck recovery
under a vafety of theonee, including public end povete anissnce, negligent product design, asgligent failure to wam, strier Liability, breach of wartaney,
comgpireyeon et of action, sdding and abetring, enterprize Tiabilicy, marker share or dek contribution liability, intearienal toe, faod and misrepresencation,
winleriobs of stare comsumner profection statutee, eupplier negligence and sirmlar claims

 The plaintiffs it these aciions generally seek to impaee an the defendants respantibilicy for lead paint dbarsment and health conceme asenciated with
theuee of lead based paims, including damages for pemonsl injury, contibuion sndfor indempification for medieal expentes, medical mobitoring sxpeases
pad costs for educations] programs To the <xtent the plaintiffe reck compensateny or puniive dameges in these acTicns, such damages are genemlly
nnspecificd In some cages, the damagee are nnepecified puntent 10 the requirsmets of applicable mate law A oumber of cases fme (nATTe o1 have bosh
dismizied or withdresn Moet of the remaining ceses ate iy Yamous pre oial stages Some are on appeal fallovrng distmissal or summmary judgment mlinge or o
rial verdict in favor of cither the defendants or the plainTiffe

HL beligves that these actions ate withouf mert, and WL intends 1o contione 1o deny all allegadons of woopdeing and Dability and 1o defend agains
all notione vigoreuely ML does not beliewe it is probable thar it has ncurred any lability with regpect ta all of the lead pigment ligation casss 1o which ML
ik & parry, and lishilicy tous thet may result, ifany, in thie regard cannor be reasonably estimated, bocanse:

» ML hos oever eeriled sy of the matket shase, intentional tort, fraud, nwisence, supplier nepligeace, breach of wamanty, conepiracs,
mismepresentation, aiding #and shetung, eneempniss liabilicy, ot statniony cases,

* 7o final, nom appealable advese verdicts bave sver besn eotered ageinet ML, and

& ML hag newer nltimately been found liable with respect 1o sy such litigaron wmaners, including over 00 caned p¥er o THEDTY Your Domod
forwhich ML sk previowsly & panty snd for which MU hag been dismiseed without any finding of liabilicy

- Accordingly, neither we not ML have accrued any smownts far any of the pending lead pigment and lead bazed pajnt liigarion cases filed by or on
behalfof states, counties, cities or thefr public housing authorities end sehaol distnets, or those assemed a8 clags acticng In addition, we have detenmined that
Liahifity to us which may repult, if any, cannat be reasanebly estimared begause thers is no poior history of'a loer afthiz neture on which an estfmats pould be
made and there 18 no subsmtive infoonetion svailable wpon which an emimate could be based

In ooe of these lead pignoent caees, o Aptil 2000 NL was seoved with a complaint io Cowndy of Stnes Clarg w Anlantls Richfleld Compaxy er al
{Buperior Court of the Stare of Califamia, County of Sanfa Clara, Caee Mo 00 CV 7EBES 7 bronghe by & number of Califomia govemment entities againg
the forroer pigmem manutaeturers, the LTA and eertain paint maaufasuress The County of Santa Clars sought to recover compensatory damzges for fande the
plainciffe have sxpended orwandd in the ficure expend for medical treatment, edusational expentes, abaternent o7 grher coets due o expasure 1o, or poteotial
expozure 10, lead paint, disgorgement of prafit, snd punilive damages In July 2003, the tjal judge granted defendents’ motion o dismiss 3l rmaining
claime Flaintitls appealed and the invermediote appellate souir reinscated pubfic auizanes, negligence, sirict linbility, and frand claims in Mamh 2008 A
fonrth smended compisint was filed in March 20 on behalf of The Paople of Califimis by the County Attomeys of alameda, Yenrum, Solene, Fan Matea,
Log Angeles and Fanta Clars, and the ity Atiomeye of Sen Franciseo, San Disgo and Oakland That camplaint slleged thar the presence of 1ead paine created
8 public nuitante {n esch of the prosecuting jutisdictions and sought ity abatemenn In fuly and August 20 3, the case was tried In Jamnary 20 4, the Todge
issed a judgmmett finding NL, The $herpin Willlams Company end ConAgeas Grocery Frodusts Company joindy and esverslly linble for the abacsment of
[ead paint in pre 980 homes, snd ordered the defendaats 1o pay an aggregate § 5 billion fe thepeaple ofthe Save of Califamia to fund each abatement Tn
Febrecy 20 4, ML filed & motion for s new wial, and in March 20 4 the cowet denied the motion Subsequeatly in bMarch 20 4, ML filed & notice of appeal
with the Sixth Distcict Coun of Appes] for the Stare of Califoria and the appeal iz proceeding with the appellate coun ML believes ther fis judgment ix
ineaneistent with Calitomia Law and s unzapported by the svidence, and NL will detend wigoraasly against all elains

F 3
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The Sanfa Clara case 13 wonmal in that this is the second tims that an adverze verdict in the lead pipment litigarion has been eareced againe NL (the
first edverse verdier againat ML vas 1 inmately overiimed on appedl] YWe have concluded that the likelibood of 2 loss in thie case hes not reached o stand sed
af "pbable” as contemplated by ASC 450, glven (i} the substantive, substantial and medtardous grounds oo which the adverse verdicr in the Santa Clar
cage will be appealed, {il) the vniguensess of the Santa Clara verdizt (16 ne final, non appealsble verdicns have ever been rendeced againgt WL, or say of the
otber forteer Tead pigrasnt manifacturers, based on the public nuisance theary of liahility or ofbervise), and (iii) the rejestion afthe public misanes theory of
Liabilicy az it relates wo lead pi gment matters in many other judsdictions mo juriediction in which & plaintiffhes assemsd & public nuizanes cheory of liahility
bas ever successflly heen upheld) In additian, lability thar roey reenlr, if any, cennot be ressanably srimated, ag ML continues 10 hate no basis on which
an egtimare of Lighilify could be made, as diecuesed shove Hewever as with any legal procesding, there ig no assurance thet soy appeal would be eucceesful,
and it iz reasonably possible, based on the outcome of the appesls process, that WL may in the fiture incor some liability remaling in the recognition of & loss
CoOUTLgRtLCy 3oeTual that ¢owld have 2 material adverse impact on o resulls of ppetations, financial position snd Liguidity

Mew cages may comione o be filed againe ML W cennol sssirs Pou ther we will net ineur |iability in the fiture in regpest of any of the pending ot
poezible litigation in view 6T the inherent wnosttainties involved in court and jury mlings In the fire, if new information reganding sueh matters becomes
available 1o us (soch #s & finad, non appealable sdverss verdict againgt uk or othersdse ultimerely being found lisble wich respecr B0 euch maTecs), ot thart s

" e wionld congider sch infommarion in evalnating any remsining ceses then pending against ug as to whether it might thén heve becomns protable we have
incumed liability with tespect 1o these matiems, snd whether meh Uabilicy, if any, eould have beeore masonably estimable The tesolution of any of these
cases could cegult in the recognition of & logs contingency accmal that could have a mareial adverse impact on our net ineome for the nterin or smnual
period dudng which sach liabidivy is recognized and & mezeried adverse immpact ag our consolidated finsneial condition and liquidity

Envirénmental matisrs and Hbgation

Our npeeaticng gre govemed by vadous eovironmental lats and vegulations Cemain of aur businesees are sod heve been sngaged in the handling,
manafacture or uge of substences or cotpownds thar way be consdered wede or hazardous within the meaning of epplicable snvirtonmentel laws and
cepulasions As with other companies engaged in eimiler businesses, certain of our past and curment operstions and products have the porential th causes
ervitormental or ather damage W have implemented and continue to implement radous policies wmd progrms in o offon to minimize thest rigks Chor
palicy i o roaintain complisne with applicabls environmental Jows and tegulerions #1 21l of eurplancs and w stive 1o improve enviromantal petformance
Frotn titne to Himes, wo may be subject to eavirsnmental egulatony soforcement under U S and oon U'E staves, the resalution of whizh typically invalves
the serablishment of conmplisnce progmms o is possible thar fitnee developmente, guch 85 sticter reguingnsng of envircomental Lawe snd eafrcetnest
policies, conld sdversely affect our produstion, handling, use, starsge, ransporarion, sals o disposal af euch substinces We believe that all of eur facilitice
Bre in subgrantial conpliznce with spplicable environmental Lews

Cermain propettics and facilities need in NL's fommer opetations, insluding diveseed primary snd secondary 1ead smelrers ang former mining Jocetions,
are the subject of aiwil Liipation, sdiministrarive procesdings or ioveetigations sosing under federal and sate enviromentsl 1lats and common Law
Additionelly, fo contiecrion with pas operating practicss, we are currently jovelved as a defondant, patentially responsible pary (“FRF”) or both, pursiany e
the Comprehensive Bovisonmental Besponse, Compensation and Liabilivy Act, as amended by the Supsrfund Amendments and Reswthorigadon Act
ECERCLA™, and simdlar state lews o varions goyvemunental and privane scTions ssseciared wich waste disposal gites, mining Locarions, and facilitizs that we
or oy peedocegses, owr mubsidiaties or their predecessos cunently of proviously owoed, operated ar used. certain of which are on the United States
Bovironmental Protection Agencys [“EEA™) Superfund Mational Priodties List or slmiler state lists These proceedingy eek clesnup costs, dumages for
persone] injocy or propeery damage andfor damages for injury 1o nanaral esources Certain of these proceedings involse claims for substantial amounts
Although we may be jointy and eevemlly lisble for these oosls, i mast cases we are only one of & nnmber of PRPz whe may alea be jointly and severally
lizhle, and smomg whoo ooms mey be shared ot allopated In addition, we are ascasionally natned as a parfy in a number af peraonal injory lawsuics filed in
vt ous jorsdictions alleging claime relafed Lo envimmmentsl conditjons alleged to bave resulted frdm aur bperarions

Obligaticns associated with snvirenmental remediation and related marers ars difficult to aesess and eatimate for mamerD oS 145008 including the:
e pomplexicy snd differing interpretations of govemmental regulations,
v oumber ofFBRPz and theirabiliny or%illinpnsess w find such allocation af eoets,
*  fnancial capabilities of the PRPe and the allocation of sosts among them,

n  galvenoy afather PEPs,
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= mulipliciy of pessible soluiond
+  numberalyeams ofinvesligaidry, reinedial ond moni iomngg, doiivity mquaind,

v uncerdinty ovir the extenl, i£amy, 10 which Gur BxcwcT opciutions might have eottdbuted (o the conditons aflmgedly glviag rise to sueh
perennal injuey, propemy damage, naturel remuree:nid relared clairas, end :

v number ofyisrs erween former o peratiors and niothos of claime and lack: of fafonaation and dacirierng she e Brrmer op cad it

to addition, the imgesiion of more stingent slandarde or poguiremeniz urder @avimnmental laws or regulafiong, new developmetits o shanges
regarding site clearup costa or the allo caliod of woss tmong PRPs, solvency of othér PRPs, (e mesulle of Arture festing and analysis uhdertake #ilk cepesl
{in cerlain sltes or o detenninedion thal we e ponentially respongible e tha reltace oFhazsrous gubstaness o ofher sites, could cause bor expenditass o
pxcezd pur current eqlimates We caumiol g you thal aciuel costo will nol excéed acomed amounts ox the opper eod of the coge for gitee for which
¢zlimates have beent made, nod wis drnol asmrne you hat coses #400 ngt be incimed for silee whers oo eatimaley presedtly can. B wade Ferther; sddifioral-
eovisonmentel ad velaed matters may asise in the futtrn T we wete Lo incitr aoy fatue liability; this could have a material edvers gtfect oo our consslideted
Ananeial siatementy, resnble of opemlions and liguidiny . :

W reeamd abilities reloted 1o sneimmtentsl wemedistion 144 relatsd oaltees {neinding coers azsocisted oith dihages for persorul infury ot propercy
darmngre and/or dasmages for snjury b alm! respitnges) whea estimated fiture sepeoditores bre privbable gnd masonably estimabls W gdjoersuch aocrials as
furmhet g Eaernation feenmes gvailable in ue or ag eircomelsncas chagge Tinless b amounts and Uming of sech estimared fators tapenditures are fixed. and
rrasonahly detorminable, wo penemlly-do not discount saimailed. Autites oxpendiiures w thei present valoe due 1o the wreertisgyof the timing of fhe payout
W rmoopnize reooveries of cootw from alher partice, i€ any, 49 awoets wien their reeeipt is desrived fobable AL Decomberd 200 4 and 20 5, recaivsdhlos for
reconvgries wors ool gigniGoml : :

We de mor lknow and, carao sstinsre the exacd ime fame over which we Wi/l make payments fr ot ascreed environmental md relsred eosis The
timirig; of paymments depends tpon 2 mher of Belord, including bul net limited (othe {imiag of the dohual medistion provess; whish Iy nid depends oi
Botars mutside afour caoire] AL cach balaree sheet Hatbe, We stimano Uhé stdound of out ccougd envitanmentsl and retdted cosis whith we etpect 1 pay
wirhin foe nexl fedlve months, and we alassify this saimats 35 3 cument lability "B classify the remaining accnied opvirnmenta] cusy 8y 2 donolmtnt
Yahility

The tatle below propenit 4 fummary of the acriviiy 18 out agered oo vicennirntl c8HE dorng the pozl three yees The amoont pharged o BXpimss 8
ineluded in oumporsies gkpense on guc Cosstlidated Tragemegi of Operilions

Yedyg snded Thacombar 31,
2013 B TIE R T
i .. ) ) e (1o g7 N Gk}
Halance a1 Uit Beoionidg ofthe year L% ina s 7 % - -j1as
Addiviens charged e oxpenpe, nel . a90 hE . x5
Agquired ' ] -.' . ' 70 . o ..
Payineats, net . 24 (3w s
Cliaiges fn cureney exchunpe mtes sad other . D 27 - [}
Balanoe gt Lhe snd clike yiear _ b 27T 5 B3 5 1M
Ao unts recaigniged 16 our Conzalidared Balanes Shoet arthe’ . . - o o
end ofikieymir R : _ ST .
Currenst lishilitios _ 3 ¢ % - b2 § 1.7
“Wog et Tabifivios : ) R 1 - - - oE3 - - 1087
Yoial E wmw7 5 - 1X0.4

NE O 3 quadiody bags, KE. evaloslbs the potential fange pEifs liobility for envimmomeninl remediation and related chsts al siles whene il bas
bewn named az a PRP or defendant Af Deceraber3 | 200 5, WL had accried approsimately § 3 milllon refaied to approsteetsly 42 elier sssocleled with
mmedininn and reiaed mmaliers hal it believes am af the present Hme andfor in their climent phate reasemably cotimublé The-upper snd. of the mnige of
reasonably possibls copls to NG far mmedistion aod cefased malees for whdeh we belicen 7L s possible o esbniars coes is approximataly § &6 million,
thcluding the amount-cumenly Adru '
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ML beliewes thar it 75 not raasonebly possible to szimare the vange of coscs for seriain sites Af December 3, 20 5, there wees approximately 5
sitee far which ‘ML (¢ not cumently able (o estimaie » rnge of costs For these sites, penerally the iovestigacion is in the early emges, and ML 15 vosble o
determine shether or not WL actually had atoy sssociation with the sice, the naoses of i eepansibility, if any, for the contamination at the sice and the sxtenr
af canlaminanon an and cost to temediare the sive The timing and availability of infaomation oo these sites §5 dependent on events aurside of our conmol,
zuch se when the perty alleging liability provides information 0 us At cettain of these previonsly inactive sites, WL has received peneral snd special ootices
of ligbility from the BPa andfor state agencies alleging that ML, somecitneg with other PRPe, are lighle for pasi and futute coets of remediating envivenmental
comamination allegedly caused by fammer operadona These noficat ans may sssert thet ML, along with any crther alleged FRPs, are linble for past andfor
furure elean up cosfe Az further information becores available 10 us fr any of thege gites which would alow ws o seimere o mige of coss, we woald authat
time adjust our sccrials Ay such adjustnent ¢ould repult in the recognition of an acerual ther wonld bave 4 maredsl effecc on cur consolidated findncial
srafements, reeules of operatiooe and Hqwidity

WY Bffective Dacsmber 20 5, WS entered an Agreed Order with the TCEQ with regard to the diepogition af cerain U8 Deparmment of
Enecpy (MDROE™) weste curretily stored an the WS facility WOS eotersd inoo the Agreed Order as the liceoses of the stomge faciliy, and DOE entered inte a
gimilar cedsr with the TOED as the owner offhe waee WS aswerts That the alleged violations so1 fomh in the ordery are due 1o the acis sod omistions of DOE
and its pontractor WS sepeets o wack with TOEQ and DOE o develop a colipliance plan regarding the stored waste Whils the cost of the compliance
plen is not cumencly esticzble, the amount of rach compliance cose counld be maveria]l Ou Ouober 2, 20 5 the U3 Waslsar Repulatory Cowmmission
(RO Office of Investigarions corunenced an investigetion of WCEs handling of the DOE wase deecribed shove "WCS & coopemting fully, aid no
formeal demandr or clatms have been sssered by the NREC WS helicves the DOE or ifs contractor {3 regquiced 1o meimbuese WS o its cost fo comply with
the Apreed Order and the WRC invesdigadon under the ferme of the sioregs contreet and parmant to faw; and ap such we believe the com of complisnce with
the Agreed Order and the WRC investigation showld hot hevs atoawial sffsot on oar conealidared finsncial condition, results of aperationg or liquidiry

Ocher  We have also scoried approximately 57 ¢ million at Decerber 3,20 3 for other environtnental clesnp matiery This acomel iz ness
the upper 2nd ofthe range of our eerimace of reascnab iy possible coste for such matters

frstirnce coverage plafms

We ate invelved in cortain legal proceedings with & number of our fooher insutanes carier regarding the nature and sxient of the carrisrs’
abligarians to us yoder ineuranee policies with wepeet 6o certain lead pigment and asbesos Yaweuite The isoue of whether insurance coverage for defense
gtk o indemnity or boch will be fiund 1o sxist for our lead pigment and aebeeras litigation depends upon § vatiety of factare and we sinnal assome pol That
such insurance coverags will be available

B have agesmoents with three fonner insurance chmiers plysiant o which the caices reiiburse Wy far 2 pottion of our fure lead pigmsnt
litigation defenes cosme, aud one suoh carder reibutses ug for a povtion of our farure ssbestos litigation defense coss W ars not ble fo determing howe
mineh e will ulimarely meover fhodmn thest canriers for defenee coste incurred by ue becanse of centain issues that ates regarding which defense coss qualify
for reiraburserasnt Whils we contione 1o seek additional insvrance recoveries, ®e do not know if we will be soceossfo] in abtaining redmbuesement for eicher
defense casts ar indemnity Accardingly, we eoognize inswranse recovediee (0 income only whea receipt of the weovery ie probable and we are able 1o
reazonably ertimate the amaunt of the recorery

In Jamuery 20 4, ML wag sorved with a camplaine in Certain Ohderweiters ar Lopdy, Lendon, et ol w NL fdusties, Ine. {Suprems Conn of the
Srabe of Mew Yark, Couaty of New Yark, Index Mo 4/650 03] The plaintiff, a former insuranes camier of ours, is sseking a declaratery judgment of its
obligations ta wr under ingurence policies issued 1o us by che plaintiff with respect  certain lead pigment awsuits The case 1# now proceeding in the nial
conrt We belisve the action is without merit and imcend to defead ML oghts in this acion vigoronely

In February 20 4, WL was served with a complaint in Zeelch dmericon Iaperance Company, er sucosssor 1 iTeredt 1o Zurlch fapurance
Coppany, L8 Spanch v WL Indusiriss, foo, gad The People of the Swe of Caltfornia, aoring by and throwgh cownty Counbels of Sora Cara, dlamada,
For Angeles, Marterey, San Mareo, Sofane wnd Ventura Caunsler and e city Afarnays of Oallard, Son Dlego, angd Son Franciseo, o ol (Supenior Cowr of
Californiz, Covtity of Santa Clara, Case Mo 4 O 259024) In Feouery 20 5, an Order of Deposic Under CCP § 372 was eatered by b iial coum
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Mrfer SElgation

Wi ML hag been named as a defendant 0 radoue lavweuite in several judsdicdons, slleming personal injuries a5 a resalc of ocrupational
exXposure primenly o products manufsetured by aur fommer opedations containing ashestos, silica andfor mixed dusc In addition, some plaiotiffs allepe
expOsare (o asbestos o wotking in varons facilities previowsly ewmed andior operated by ML There are 02 ofthess types of cases pending, involving
total of approximately 588 plaimiffe In additon, the cleims of approximately 8,652 plaintifl have been adminisarively dismissed or placed on the inacdyve
docket in Obio cours W do not expect These cleitos will be e opensd wnlsss the plaintiffe meer the coure’ medical coitenia for ashesras related claims We
have 0ot acerued any aencunes forthis litigation because of the uncemainty of liability and inabdliey to reasonably estimate the ability it any To date, we
have not been adjudicared 13able o any of these marters Based on infornation eveilable 1o ve, inchuding:

»  fagts ¢onoeming historical opermtione,
¢ thevae of nesw olaims,
% the number of cleims fom which we have beet dismissed, xod

*  ourprorexpenence in the dethoss of these maters,

e helisve that the mnge of rensonably passible culeomes of these maters will be congiswnc wAth pur historical coets (which are not material)
Fierthenmore, we do not expect any masonably possible ooeoroe would involye amouncs matesdal to our cansolideted finsncial position, eenlts of eperations
ar liguidity W havs saught and will concdoue fo vigorously seck, dizmiteal sndlar o Sndiog of oo lability fiem each claim In addition, fom ime 1o time,
wit have reesived nolices regarding ashestos or silica olalng puipettiog 1o be broupht againgt former mbridiades, including notices provided w ingores wich
which we have entered InTo sertlmmenty extinguishing cenain iomurance policice Theze ingurtrs mag seelt Indermificetion fom ws

) Erones  In 20 3 Fronoe snlersd into & gsrtlgraent agreemant with the clags plainnffe in the conselideted complaint, Haley Paint ot al v E1
It Paot de Nemoure aod Company, =t al (Unifed States Ddairiet Couwt, for the Disnon of Macyland, Cage ™o © 0 ev 903 % RDE) Withoot admitting any
]t or wrongdoing, Kronos ageeed © pay an aggregare of 335 million (which was paid in 20 4), snd Krones and the other defendants hasve been dismissed
with prsfudice fiom this marter Selling, peneral and administrative sxpenses in 200 3 includes o £35 million charge related 1 this sectlement

In March 20 3, Kmonos wag ssrved with the complaing, Los Gator Mereaatils, e d'bfa Los Cstos Ace Handwars, e al v E1 Do Pont de
Memours and Company, et el (United States Distript Cowt, for the Northem Tisict of California, Case Na 30 3 gv 0 &0 81) The defendaniz include us,
EI Do Pont de Memours & Company, Huntsman Tueemnarional LLC and billeapivm norganie Chemicals, Ine As ameoded by pladnciffs’ sscond amendsd
conplaing, plaintdff seek 1o pressnt & ¢lass conseting of indirect purshasers of titanium diexide in the mates of Arizona, Atkansag, Califomia, the Distict of
Columbia, Florida, ¥anras, Massachoestrs, Mishigan, Minnesots, Mississippi, Missouri, Mebraska, Mew Hunpehire, New Mexioo, Hew Yok, Homh Caroling,

Oegan, Sooth Ceeoline, Teonesses sod Wisconsin that indizectly purchaped titanium diexide from one or more of the defendants on or afier March -

2002 The complaint alleges char the defindante conspined end cambined 1o fix, reise, nsintain, wnd stabilize the price acwhich titanjum dioxide was old in
the United Scares and engaged in other anticompetitive condust The sase iz now procesding in the wial count W believe the action is withour merdr, will
deny ull sllegtions ofwrongdoing and liabilitr and intead fo defend againer che action vignrously Based on our quartedy soatns evaluation of this case, we
have deternined that it if oot rearonably possible that 4 logs hag been incurrsd in this case

In Movember 20 3, Kronoe wae gerved with The complaine, The Valspar Corporation, of 81 v BI Du Font de Nemoure snd Company, et al
fUnited States Distder Couwst, for the District of Minnesors, Cass Mo @ 3 ow 032 4 BHE L By The deféndents ipcleds us, BT Du Pant de MNemours &
Cotapany, Huntbstoan Intemarional LLE, Milleooinm [norgenic Chermieale, Tne end the Marional Titanivro Pioxids Company Limited (d/b/e Cristal]) The
plaineiff opted out of the eettlement in the original lewsnit, Haley Fainteral « B1 In Pont de Memaoure and Company, et al (Unired Stares Districr Cour, for
the Distdet of Mandlaod, Case Mo : 0 cw 003 & BDBY and filed itz own lawenit againgt the defimdants  The complaint allsged chat the defendants
congpived and combincd e fix, rise, maiotain, =od stabilize the price ar which tmenism dioxide was sold in the United Statea and engaged in other
antieomperitive eandoet [0 Qotober 204, the court granted our motion 1o taogdke aod the case is oow procesding io the twial oo in che Thited Srates
Dristeict Court for the Southem CHemict of Toxas, Cass Mo 4: 4 cv 0 30 The mal in this cese is cumently se0 o cotomenss in September 20 & Wehelisve
the action iz without merr, will deny all allegations of wronpdoing end liebiliey and intend to dsfend agains the acion viporously Based oo our quattetly
et ey alwation of the case, we heve determined thar whils it is reagonably poeaible (but nod probabie) thee a Loss hes been meurred in this ¢ase, we do not
belisve the amount of such Loss will be maredal 1o our congolidated financial condition, results of operations arliguidicy
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T8 Proviously, the Lone Soar Chapres of the Siema Club filed wations (aarruits in Texas Distdet Court againgt the Texas Commission an

Environmental Cuality {(“TCED™) WCE intervened in thess lowsuite These lowsuity challenged WCS' by product and Law level radioactive waste disposel -

licetises Fubsaquently, the District Court upheld the TCEQ'S determination thar the Sietr Club latked standing o pursie a challengs to the by produce
digposal Yicense The Eicma CTuh appealed WOS' by produer disposal ligense remained in effect pending reeolution of che appeal Oo April 4, 20 4, the
Third Digtriet of the Texas Court of Appeals 10 Austin upheld the Digtoer Court®s nuling in favor oF the TCEQ and WS On Deceimber 30, 20 4 the Thind

Dizrrict of the Texas Coutt of Appeals issued 2 new opinicn again wpholding cthe THemiet Connts miling in favor of the TCE and WCE  Om February 3,

20 5, the Third Distdef of the Texas Coun of Appeale deaied the Siema Club's motton for reheating #n bane  Biem Clob petitioned for disoredionary relief
from the Texss Svprerme Cowrt on March 30, 20 5 In Cetober 20 5 the Tedas Supremne Court denied Sisres CTub®s periion All appeals have bean

exhaysted and the macoer is congluded

In tdar 20 2, the gatne Digmier Cout subssquently held that TCEQ simed in denyiog the Sigma Club's request fior an adminietrative contested
cage hearing regarding the low [eve) mdioaciive waste dispoeel license, and ordered the TCEQ 1o underteks o contested cage hearing in which the Siema Chib
conld patricipate Shotily thereafer, both the TCBQ and WO sppealed the Districr Cot’s order with regpect 1o the low level radivastive waste disposal
licenpe Eepauss of the sppeal, the Dismict Cowr's ordet was suspanded WS low level madivactive waste digposal hcense remained in effect pending
reselutian of the appeal Om Apnl 8, 20 4, the Third Distder of the Texes Cowrt of Appeals in Awsrin reversed che Districn Conr's mling and rendered
fudgmeat in Gvar of TCEQ and WOE On Decettiber 30, 20 4, the Thitd Distmict of the Texas Coun of Appeals igsued & new opinion, again mwversing, the
District Court's roling and rendering judgmem in fver of the TCEQ and WCE  Cm Febrosry 7, 20 5, the Thind Disteor of the Toxas Cour of Appeals
denied vhe Siema Club® motion far reheadng en bane  Siet Club peitioned for diserotiooary relief frow the Texas Supreme Court oo Apnl 3, 20 5 In
Ctoberd0 5, the Toxas Suprotte Cowrt denied Sigma Club’s petition All appeals have bean exheusted and the matee is concloded

Cry February 0, 20 5, WiO5 competicor BnecgySoluticne LLC {"EnergySolutions™] threarenad 1o bring & oivil action sgainst WCF elated to
WCS's degizion to net eniér intd & contract with Enecgy@alutions 1o dispoge of low leve] tadioactive waste ("LLEW™) and ather matters On Fehmary 8,
20 5 WC3 filed suic against EnergySolutions in the 09 b Digtrier Coum of Andrews County, Texas {Canse Mo 2,783, eselong a declaratory jud groent that
W8 has oo obligation o contract with Enengy Solutions and that "WOS has the dght o infbom s cument and potential custainsrs that i will not cooer inte
thet contmet On March 3,20 5, Eneggry Solotions removed the WOS acticn Lo federal cowm and ageented 8 counterclaim againgt WS under B2ction 2 of the
Shermen Ancitnst Aot alleging anticompstitive condyct in che LLEW dizposal market  Thiz case is now ceplioned Bnengy Solutions, LLC, Plalntf and
Counler Defandanl v Waste Contral Specialize LLC, Defendant and Connter Plaiandft (United Sares Distdet Court for the Wemem Dietrict of Texas, Civil
Action Ho 7 8 CW00034) WCE moved w0 remend the WCF deglaracory judgment action co state court becanss EnergySolutions impropsardy emowved i,
and WS moved to diemize BrergySalutione’ connterelaim becanse o faile o 59t @ claim upon which relief can be granted On Avgust 9, 20 5, the count
denied WCE motion for emand  In comnection wich the proposed sale of WOS w Roelowell diecuszed io Mate 3, on Movember 20, 20 5 the case owas
Jistoizsed by joint msquost

Chker In addicion o the lidgation deseribed ahove, we and our affiliaces are invalved in #arous other envimomentsl, cobtrecieal, product
Liabilicy, patent {or intellecmal propemy), employment and other claims end dispures incidental T our present aod froor businesses o certain caees, we
heve insurance coverage far these (tems, slthough we do nod expect any additional marerial inmance coverage forour soviconmencal claims

Wi carrently beliae that the disposition of al] of thess varions other claime and disputes, individually or in the aggrepate, should nat have o
weterial adverse ot on our consolidated financial posidon, remles of opemnione or liquidicy bevond the acomals elesady prvided

F 56




e ar

B i . mar mm e e r e m e e — e

Case 1:16-cv-01056-GMS Document 30-4 Filed 12/02/16 Page 132 of 152 PagelD #: 400

Olher matters

Corcenrartany of credil svk  Sales of Tidk accoumed for approxipedsly 90%.of sur Chicmienta Segmenty sles i eack oF20 3, 70 4 aod
M ¥ The mmaining sules cesult B the mining sod ssle of ilmerie oe {a mw maeRd] uzed b the solfile plpment produclion procéssk and the
manufacmee and gale of fron bated water twdment chemizdle and cenafn Iitaiigre shemic] peoducis (derved fom ao prodwcis.of the TiCh pogdnetibn
preccsses] Tih is genemlly sold 1o ke paint, plagtics and pager indusiHes Soch marceis dre penemally considéied “gquality of 1" oradete whoss deowisd,
(e Tl is Wnfluenced by the relauve seonomic well being ofbe vanous geoprphic reghons D Chiemsicals Segmumt-gsils Ty o aver 4,000 comomers,
wilh (e fop len cugtamens approxipaling 3% af dur Chemicaly Segment's ael sales fo 20 3 wod 20 5 dod 35%.ie 20 4 Tn sach af20 3,320 2and 20 5,
trE cuilomer, Behr Poreess Copomtion, secouoied for approsimetely 0% of oy Chemicals Segmient's nel sales The table below shows fha appronimate
Ferceatags of our TR zales by voluwe foe our gipnificans mackets, Buiope and Hartk Anverica, forthe Taal three yean

) 013 2 o N -
e ' _ ] - AT 5%
Marfh Amerca 3% 33% 19%

Qur Component Produces Sspments products are sbld primearily in Moo Acngiles (o orplusi :quipmﬁl manufactures The fen largest
caglomiers related 1o our Compooent Produst’s Sepmen( ascotinizd B approtlmaiely 42% dfates tn 20 3, 7% in 20 4, and 469 in 20 & Unifed tafer

Foata] Firvice, 8 cusiomerafibe ssourity produsls repording weil, vocrmited Br fpproxiimely 3% of the Component Producis Segmoent’s tolal zales In Hath -

0 dénd 3¢ 5 Haley Daviddon, also & cvsdomer of the weclirly prodosts nayanmg unit, acedunted for spproximaiely 2% in ewch 020 3,20 & and 30 5

hur Wazle Managemend. SEgment’s mveties consigt afbomes aod dispoeal Fes st owe Failly bbb fn Addéows Cotnty, Texas Turing 20 3
we had sales re-dheee cusiomars thae cach. exceeded 0% o ovr Waste Managemanil, Sepmens ozl zslok: Temimreses Valldy Aulhoriy {30%]), Sudsvik, Ing.
¢ 3% and che TR {1%) Doiing 20 4w ked sales 16 two cusiomers thot coch excesd 0% of our Wasle Wan mgenment Segmeat's fofal sles; Ziog Soluifoms
{ 2%}, ind Sxctamemo RMunicipal Utllity Digdor (239} Duortng 20 5 we bed sales to five customens Il tach sccesd (0% of our Waste Managenemt
Sggrments Totsl ssles: Exelon Generation { 9% U'S Depanment of Energy | e, Muclear Waste Pacmershiip { 2%), Arizoma Publio Servies { 2%8), amd Zion
Solutfomg| 63

Our Real Estaie Menagenent and Crevelopment ‘%-‘:sgmmta evennes ore land sales incams and Witsr and dlectic delivery fres During 20 4
wir had malor 1o four costonser fhial cael) exceeded 9% of gur Bes) Eslate Mansgemeni and Deveiopinent Segmienld nel sales: Greyaone Mevada (23%),
Woadeide Bomes oFWevoda (75%), and Richmond Homes af Hovads (20% ) all mlaie 1o Tand mlos he City oFBisiderson (2% relates o anr waer deflivery
servioes  Crng 20 5 we had soles 1o four costormess thet sach excecded. 0% of oot Riml Estale Monegement and Development Seprment™s net sxles:
Richroond Homes of Mevada {27%), LY East Gibeon, LLC { 7%, 20d Prologiz, LB [ %) ace a1l relate do land soles; the Cioy of Hendemson  5%) relates to
GuUrwekbr delivery senvices

Eoag-erm conemers  Our Chermieals Segmenl bay long i sopply conkfrcls thel proyide for ceitain of our TiOe fedeock mequitemenis

through 20 § The egritemcnts mouire Bmnos G0 porobase setaid minimui, quaiiilien of feedstock with minimuany jshechasg conid (aiénte Aggregaling,

appmtimutely $86H willlon gverthe 1ife of lhe contmos (n years pbsquent fo Deeamber2 |20 5 1o additien, our Chemicals Segmentian athes Lty tarm
mupply and service caoteacts that provide Mt various mw mutereiz shd sorvicey Théss agredments requine Kronos 10 purehise cariain minimmer guangities or
serwipes wilh il pigmom purefikze conmi nAnts aggregatin g spprovimalely § -ﬂ nui'i'wn B Hci:amher:il W25

Cpiraring ldasay  Our Chomicals Sepneil’s proipal Geonan opemting subsidiary leases the laod undsr e Coverkasen Tioz pmﬁr:fuiiw
Mcilivy pursicait b lease with Bayer AQ (hal éxjilres in 2050 The Teverkupen facilfty ituelf, which our Chemicily Segmisnt ovwnd ind which, regiesmis
approximelely one thisd of il cureal Tick produedon capuiey, s lectbad within Bayer's sxiensive mannfpetiring complss. Kronas pedadically establdhoy

the amalnl of mnt far the bad lease associibsd with the Levedausen facility by agreernent with Bayer for periods afaf Teaty, 1o years ot 4 time The fesse .
REresnenl, provides (raio iy, index or otfier mechanism 46 detenmine chanhges in e woe B =neh teod Yemie; mther any changs i the roan i séhlecl -

#hlely tn pedodic negetiation betpeen Bager ind Eronse We recopnize any ohange in the moe baaed oo such ndgetiafions os pan af fease cipsngd staring:
from e time surh. change = apmeed upon by Bach, panies, as sy such cHanpe in tha reat {5 depwed “codlingenl reafals” under GAAP Under Lhe féome 6F4
master mpply and services agreemente-s majority owned subsidiary of Bayer povides mw muderiald, facluding chlorine, suniliacy dnd peraling maltdls,
ubililics gnd semvioes neccatany Lo operats the Leverdousea Beility This apreement, a8 smended, expives in 20 7 and will amomaricsily ranew for sionesalve
three yedr 1ekns 1t ferminated by efther proy upan one yeai's prict noflos
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We alsr lease vadous ather mamulietuming facililies fnd equiproem Foore of the leasss conitain pigrhede dndfor vamoils 1em ceew] Spfions al
fair marke! und Gir nntal valuss, respactively In most caees we expec!. Ihal, in toe nommal coarse Glbusingss, sineh leases will be renewsd or iéplaced by other
leasea Mel rent expenge approvimated 3 58 million in 20 3,8 66 willion ia 20 § awd § &  willion in 20 5 AL Degember 3 .20 3, fabure minimum
paymeniaundernop ¢ancellable operaiing 1eases having ab jwitial or reresining temit af i then one yeor were as Bllows:

Yeéars tnd ag Dacemitzr 31, At
_ The 1 I o)
20 & T o o ] ’ . 4 11.4
a7 . . .. iz
20 ¥ _ _ _ _ . A4
B0 and 1hemaﬂar ) ) ] . 236
“Total { } - . o T 3 559

() Appmximalely § 4 millloa ofthe 356 T mildon aggregate Rine mirfuw enisl sovmdmaeate at Banﬂmhcﬂ 220 5 relates e Bronos” Levedmsen
fmhljr lease discussed dbéve The mininio commitosnt smownls b goch fease deluded o the (able above for sech yoar through (he 2050
eipimiion 6F il lease am besed wpon the curent anoual walal rde az ofDecearber3 |, 20 5 ag disocad uboye, oy change in e oot 8 bused
solely on megetiations berwesa Boper and Kronos, asd #by push change in the rent iz dem:l:d ‘e, rentale’ wader GAAP whish in meciided
feoney the fwlure minioum lease paymenis discloded atioye

fncome faves  Priorio 20 %, ML made eértain goo rotn distiblrions to s sockhicldets to the form of shares of Kronds sonmon strck Al of
NL's diitributions o Kronos commod stoek weet txable fo N and ML tecogrizod u faxable gain equalin the diferense Derosen Lo Priv el valie of the
Kritios shaces distribueed oo Gic varions dates of distributian and WLs adjueisd 12x basis ia the shates ot the diles of disiibution NL trnalemed sharos of
Emnas common stack o we'in sadafaee on of the rax Babilily relared o ML gaic on N fmnster or disidbiuilon of theas sharen af Krmos cotrmon, skeck sl
the tax [fability praected Som the ube ol Krones shares 10 sedlly the 1ax Sy To dute, we have nod paid the liability o Conlran becduss Comtrun boz not
paid Hie 2bTiy 1 the applicable fax xuthgrity The ineomie tre (abilily il become payable to ot afd by Conoin jo e arpp[imh]‘e tax oolkany.
when the ghares of Kronos moafered or distdbuted by ML o we o spld or olberwise transferred autside the Contmn Twe Groug-or m t:fi'& v, of cerlain
nesumenIving (rinsetions involving us Wa have rergguized. e thired tneoame tex e for our oy esfment in Kronag conmmon sogk

We ave @ party tn A 1a% shanng agmeeneat with Conlma prviding for the allocation oax liahilfiien and E peytmeate ne desorbed o Kot
Vlndas applicahle law, we, z0 well 2o every olker member of the Contten Tax Graup, dm-each jaimly and severnlly. linble for #he mpprepate Federal inooass (e
linbility o Contran and ibe otfizr compapies inslided in the Conlsn Tan Gmvy for atlperiads in %hich e o Incfodad ia ihe Contran Tux Srotp Cottrin
has ageeed, howsver, 0 indemtify ws for any [iabilily for income Tanee :rt‘tba Contra Tax Cooup ini e¥eers nfour tax |1nb1h:r' corrpiled w fecordames wih
the 13 sharfng agneemient

Fingntlal pesurence oroveiaded with Wede Mausgoment Segmens  Our Warle Masagemenl Sepment is weqilied. i provide certsin Bnaneidl
agsurances 1o fhe Tekas goiemiment 8 genmies: with reepect b e dbesmmissionio g obl[gations valaisd. fa the itz eility in West Texas We and corlain of ot
sl¥iifatey have provided or amlsied of in providing such financidl awsurances, sec Note. & Ofhertitens mwlated 1o Lhe findbcil agsummes pesochuled will dur
LLE® dispesyl Meilithasam discusmed halow:

¥ popodion of WCS' requirsd fuancisl assumanee asencialed wich its LLRW dlspoisal Geililies i in she Toem ol s sumty bond festied by &
third party ingurates. comproy-on its bebalf for the heoefit of the siate of Texag The vatue of the mrety bond was §32 2 million i
Dectmber20 3 A part afsuch sisery bond, WS {5 reqLites 1o fmake quanedy cash phpments nto a collateral wist.of 25% of the intal
valoe of the tends which coramenced dn the Burh quader o200  In Apnl 20 4, WGH obisined a Rurther incren to the surery bond
Enm 532 7 millioo 0 $85 A millinn  Aepan. of (he inertase in 1he suwety bond, m:’q!dl 0 4, WCE paid e Wggiegate SLTE 0 illion i
the Erdl collateral wuse Sirndla fo the 532 2 mifllion surely bond, WCE ér 2l reaeied 1o ke quartedy cagh, pagments into e Sror
callolers] must, bt ot o rade seffcient such that the wggmgare smovt of sush payments fanded intn the ool lateral inest wondd equel S0%
afthe total value of the oew band by Apdl 202 Soeh gew qiarteify caek paymenis e equel (oeapproxindalely $ 3 milkion snd begarn in
the third quaster 5620 4 AL Decemher3 |20 5, we hiad maie paymenic ioaling § 6 vhiflion frua ihis collatersl boa (foeludleg » ame
tirwn 53 0 mtilion payment mude in April 20 4y, “whish i reflected as part aCour noaguient matricled cash on our Cosgshidated Balsuce
Bhime,
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¢ As addilional surery fav it LLRW disposal facility, WCS hod also been meqiujeed 1o make omsh paymenis into a sezond. colleleml unst
anounlly in Mavember of caeh of 20 2 throogh 20 6, and guch paymienws sggregnied B 50 million ol March 3, 30 4 Ta Aprll 20 4,
conturrent wih WS oblaining wr increase in [he supsty bond fom 352 2 million 1o $83 3 million as discusged sbove, & mim the Texas
govemmed] sgency agieed to g relagas of the § B O million whish WOS bad pregiondy paid infs the ercond collulenl vus WCE
reveived such § 0 miilfon in Apni( 20 4

* bl previonsly pledged ceratn af our marielable securltivs ne collatera] for the giare of Texea welated 1o gpocifed deto minissioning.
obligations aszociared with WO LLEW divposal Geililies In Septensher 20 4, sopeumest with & reduction in e amoiml of rquimred
Auaucial assumnce, the state of Texag released these maketable sachritas ta us and they am oo longerpledged oo willateral o the state of
Texhy ’

hinsr Particlpating Agreesient of Réal Estate Meacgeniens dnd Developrignt Segmend Liniler eo Ohemer Parficipalioo Agreement (SORE")
eritered ot by Tend Wall with the Redeys|aporien Agony -ofthes Ciry of Hendenon, Wevadn, if Land Well dovelops sodain teal property for eomtaeteizh eod
maldential purpoees o & master plonned oo mmierity o Hendeson, Mevade, the il of cendin publis mieemcture may be reimbomed-th or throngh tax
imeremenl  The maximim welmbursement soder M OPA is $20F million, and i subject (o, ammog other things, completing oonkiroclion of approved
qualifiog pubdic i Restrue(lre, fransteming e ofzueh infanetons W the Cliy oF Headerson, eoeiving approvil fom.the Bedeyelopment Agaocy of the
fends expendsd to bie ellgible for o inorament reimbuoemet ond the axistames 0F ¢ niffient propeny rai veluation buse and property 1ax w188 (o arder to
| peresawe tax foominous peirEesemen) fods e ase enlifled fo mecive T9% of the 185 incremeat geognted by dig master planned comminity thrmugh
2036, tibject (o the qualificalions and litifatiins iudicated shove Dite o the significant unnsttaloty ofthe (oming and emount of ey o7 sock potenifal tax
fncremen! neimbivrsemiehts, Wa recngalze a0y mich {2x increnenl primbumemenis coly when medived The smount of fuch L incieedetits wosived jo 20 4
and 70 5 were got mytortal '

Napeld Finapciel Instraopents:

The fallowing whle summanizes the valuation of eor shor tran (nvesmenis and fntneisl iostiusdas by the ASC Topic B30 categoties &t of
Deccitber 3 20 4and 20 5

Fo r Yalee frl
Ouaisd Sge f bink
Frema o {her 5 ga f gxnf
Al ve Titiser g ble Linskigers shlw
MIark et Inputr Iopiy -
Tainl [Teedd 1} ALeved 11 fLavel 33
(i m B gw) .
Aget {linbHity) o .
Deceraber 31, 2004;
Iariedatle seenritios: . ]
Cumeal 17T % 7% 0o S
O Momcirimsnt. 2554 a5 E RN L (i Fi]
Cumency firwond ‘contracts (42) Az
Decemaber 31, 20051 . ]
Marketable speucfties: ] ] ’ o
: Cummt : AR R - I 4 : s
_ MyRcuwment 2T JAs 14 P00
Cumghey forwr] contricts (1.2} a3y . )
Indenezf it swap {3.5) {3.5}

See Noie 4 for infirmation ot b we determine the Fait valie oF sie msrkegahTe s rities
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Cermain of our sales generated by Chemdeals Segments non U S operationy are denominefed in UE dollary Our Chemicals Segment
pecodically uzes cumency forward contracts o manage a Yery nomiogl portion of cumency exchangs mie dik essocisted wich gade receivables den etninated
in & curmency ather then the holders fupetional curency or similar exchange mee Hek. azsociated with fituve gales Dedvativee thar we uee are pomarily
cumency forarard conoacts and intevest vate swape We heve not entered into fhese conmacts for mding or speculsacive purposss io the past, nor do we
wimently enticipale enterng into such confrcts for fmading or specalative pumposes in the frwe Derivaives used w hedgs farecased tianeactione and
apecific tash Jows associated with financial asgecs and labilives denpminared in cumencics other than the U'S doller and which mneer the cdtene for hedpe
accouating are designated az cach flow hedgee Congequendly, the effective pordon of gains and losses is deferred a5 & competent of accwmulated ather
comnprehensive income (loss) aod 15 recognized in eamings ot the time e hedged jwm affroe ¢aminge Conrracts that do oof meer the cdtens for hedge
aooounting ame marked to ratdker ac sach balange sheer dace with any reeulting gain or loss meogmized in income cursotly 65 part of ned oorency
irensactions The fair value ofthe cureney forwacd contracts is deteonined using Level  inpurs based on the cumency spot forgard sates quoted by banke or
cuyency dealers

Ay December 3,20 5, Kronos had enmency fhoward conmass 1o exchange an aggregate of § 7 % million for an equivalear value of Cansdien
dc]Iars at an gxchange rac nden ¥ 29 per U8 dollar Thees contruets with Wells Fargo Bank, N A meture from January through July 20 & a1 a mie of
£2 & million par month

The estimated fir vabue of moch cymeney farvard contracts at December 3,20 5 wasa ¥ 2 million ner lability, which is recognized as pat
of acobonte payable and aeerued liabilites in owr Consalidated Balance Shest with 3 comesponding § 2 million cumeney trangacdon [ose in our
Consolidared Stavemens of Operarions, (n 20 4 we had ¢ 54 F willion net [iahility of which B4 2 mallion ig reeogrized a0 part of acoounts payable and
scenued lishilides in our Conzolidated Balance Sheer with & cooeeponding £4 2 million cumency transactdon loss in oor Cangolidared Statement of
Crperations] We did ool nae hedge accounting for any ofour contmets fo the extent we held such contraprg during 20 3,23 4 end 20 5

Inreresr yafe rwap contracs  As part of our inTerest e nsk management stategy, n Angest 20 5 Konoe eatered into a pay fixedieceive
vadeble intersst mte swap conttast with Wells Fatpo Bapk, MA 10 minimize i sxposure 1o volaclity in LIBOR 8& it caletes 1o Kronos' forscested
cufstanding variable rare indebtedness  Under this interest ruee ;vap, Fronos will pey e fixed mte of 20 6% per auraim, payable quamerly, and recsive a
vereble rate of three month LIBOE {subject to & 00% floor), alse peyable quameddy, in each caee haead on (he notionsl ameunt of the ssap then
outgtanding  The cffective date of the gwap contract was September 30,20 5 The notional ameunt ofthe senp started at £344 75 million sod declines by
£875,000 each quaner begioning December 3,20 5 with a fnsl matodry of the seap conitact in Febepary 2020 Thie swap contracl harbeen designated as
@ cash Oow hedpe and quelified as sn offecdve hedge ar ingeption undar ASC Topia § 5 The affective portion of changes in fair value on this intenest rate
FuRp i5 recnrded a8 a componsnt of ather comprebengve income o), nat of defered incoms raxes snd noncenrrolling incsreer Commensing in the fiurth
quarter oF 20 5, 45 interser expense sceries oo LIBOR based variable rats debr, we classify the amounf we pay Under the pay fixed leg of the swnp and the
RUCLOUNT e tescive under the roceive vatieble leg of the saap ac part of intercst sxponse, with the net effect that the amount of inteessr sxpenss we recognize
on gur LIBOR baged variable rafe deht each gquarter, aa it relates 1o the notional stoount of the serap ourscanding each quarter, will be beged on o Gxed o of
240 &% per enoum in liew of the level of LIBOR proveiling during the quarmer  The amount of hedge ineffectivensss, if any, related to the swap wdll he
recovded in camnings (zleo as-part of interest expeneed Ae af December 3, 20 5, theee were oo gains ob 1osses s gnized i camings in the olmeor period
representing hedge ineffectivendss with respect o the inlersst mIe sHap

During the year ended December 3,20 5, the pretax amouht teoognized in pther comprehensive ineome (oes) related o the interest mue siap
conrmet was & 544 million logs  Dudng the same period, $9 million wez recleesified fom scoumnlered other comprehensive income (loeeh inco
<amings During the next owelve months the ameunt of the Decemnber 3, 26§ accumulared other comprehengive income balance that iz eapectad 1o ba
recleaeified to earnings 15 83 5 muillion pra tax

The fair walua of the inrerest mie swep conmact af Decetnher 3, 20 5 wasz 8 lability of 83 3 million and i eflected in the Consolidatsd
Balanse Sheet oz part of actounts payable aod accmied liahilities of $3 3 millian end other noneument linkilities of ¥ 2 million 2o Mote & The fair valoe
of the inzereer rate wap wae estimated by o thivd party nsing inpues thet sre observable of that can be comabarated by cheervable madker date snch s inverest
rare yield curves, sod therefre, is classiffed within Lavel 2 of the valugtion hisrarchy
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Thi: falloowing table presents the Aranocisl instoments fhat are nor carded a1 fafr value bal which tquire @iy volye I:I.isc_;h:lsm'b 05 ol
Decepherd (20 g 20 5 .

Irecembar 31, 2014 Décember 31, 1015
Catry mg Far ' Corey oy Tar
LimhkeE, vl 3 UL Tal
.. . (L v [ ey

Cagh, zush equivalenin and m#tioed cash equivefzns - 8 10K B 2303 R, v 2B . § . Inga
Dieferrad poy onant abligation _BS g3 £a BE

Long tetm deb| ritluding capitalized Ledsed): N . " :
Eromuos bem loug L3 o 308 B i3 33R0 % 3005
Smaks Bdver Sugdr Coinpany lwed male leang P ' L 177 S L 1T S T 2500 ©2nmd
WS fined mate dobt B &7 6.6 6.4
Valhi eredit Baeility.with Conlran . Y I 2337 T ZEAN - 28RR
_ Tremont promigeory note payable ] N T4 o T4 ) 171 171
"L BMTbank nige payable : ’ nz IR 1 3 E - I T B4
LandWell tate pasakle L the.City o Hegdemon 3 k) LA N |

Af Deeember 3, 20 5, the ceiémated market price of Kiowog® wam logn was 5600 per § 000 principul emeunt AL Deceomber 3 | 20 4, the
estim ted maarket peice of Foron o8 teis Toan wae 3083 por§ 000 principel amount The fiic value of Koobns™ e lome wes resed on quoted manet prices;
haweier these qrroled mirker prices eprsedit Level 3 inputs hecmise the matkels in whick (hé tefe losn trades wire not acfive The fair valie of our fixed
b waesnrusa loans from Snake River Swger Company 15 Paged upon the 3250 millisn tademplidn price of our invesiment in the dmalgamaiad Sugss
Compeany LLC, which collalemlizes the noaveconrse [oxas, {this iz a Level 3 inpui] Fair velies of varable interest mie noles reeeivable dnd delit and wther
fixad raie deHi gré desmed o gpprosimefs beok velte Bus wo thelr oear (S matociies, the terylng amonnts of aceounds Mesividble apd gebatnly payeble
are enngidoesd equivalenr ra fAicveloe See Nowes4 and @ '

Note 19 - Rextructud ng ot

In the second quarter of 20 3, oux Chemicals Begrmant fnftiated & restructuring pln diiged 16 lemprové ils 1ng oo cosl dimciuee A pidion
o zuch expesied cost savings is planted to vecitr thrangh work fee reductions Duning e ssfond, diird eod fowth guaners of 20 ¥ Ernok implemeatid
cestain wiluotary snd inyolumitary workforce eductions aL cedain of its fBoililies bnpacting sppostmaiely 60 individesls A mireeanilsi poefion. of such
workforee reductions were accomplished {hrough voluntary prgmms, for which cligible worfhme redbelion costs are meapnized. of fie lime beth he
etiployee apd efigloyer goe imevecably eommnitted (o the terma of the sopataling  For iavisineiaey prograves, eligible costeam reognized ®hen management
appmoves the sepamtion posgraad, the affected snployess aw propedy rotifed end iko comng aw eofimoble To the exient (here 16 a statulorly mwandated
nolice period and the efesed. sonployec Js nec requind o peovide senvices To we donog fudh nolise pedod, svermnce and oll wages during such noties
period Brp dcenied al the tims of separiion To the extent the affeted cimplyyee is rquiréd b provide serplees fo up dudng all or s portion of aivh witice
pertod, the severunee (and Mapplicable notice period wages fr aity geriod deyand The timo the affeoiod eorplayes 18 eguined 1o prrvide e wevises 2o us)
is acerued peahly pver the parod in which servlgen will he-provided As of December3 |20 5, we hgve recopnized an zppnegate §2 7 million change for
such workforee reduetions Kronos bad imphesmented theizgh-thel date {subsianiially ol of whick wes moogmized o the seeond, nparer of 20 53 § 08
millivn o Mwhich is classified io cost ofpales and 3 -0 9 million o Fwhich is clazsitiéd in scling, geveml agd o dminjslptivemopimse  Forwork e wduelidns
implementéd ihrough Degember 3, 26 3, we-do hol epest (o acslne any fioder mafedal amoupls asebeizted with the sffecied individualy ado aro
prowiding service o ud patt Devember ¥ 20 3 All necried severance oosts of Deceriber¥ |, 20 5 am oxpecied to be pald through thi thied qianeral20 8
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A snopesey oo aeriviy in our seomed woikforce rpducdion costs during 20 5 fzsbewn in (he (afle befow:

Asmunt
- ) . {nmbann
Accrued workforoe redliclion coste un of Kidnary -, 20 % - - F .
Wort-foice veduction costy seerned . =T
FWokfoeceduction costa paid - : . B i 397
"Cumnry oansialion sdjustnenrs, met (2
- Apened worikbrce reduciion costeal Decembmr3 20 5 5 T
Arnoinls recopaized in ovrs Consolidaled Balace Steef at the end of
vhe period; . . -
Cummént Tiekiliy - . - T ¥ %3
Woneument ity o o _ ' 3
' T " ¥ T

Mote 20 Recent secountfog pronsuncement:
Adzipad . .

In Aprt 200 5, the PASE iszued ASTI 0 5 03 fufasdyr  fmpregion af feterest Subiogic 835 H1 Simiplfieing ke Presenfation af Delir Iovuanes
Cnery, which requires unzmortized debt insigace cois (or defered Evoncing dosis) 16 Be pisiried in the halance sheet a3 & diesel deducriod from the
carrying, walue of the aseciated debr Tabfiicy consislest with fe prescotaton of & debt diesopnr  Peviously, sich uwensrized debl issue cosie weny
manerally presenied a8 & nomoucent pme! ASU 0 5 5, isened by the FASE n Aaposl 20 5, olaifed thed the soope SFAST 20 '3 03 dods nol inelode
defenrd Auanving caus related b5 oovolelng credil feililies The goidasie fa the wew sanderd is lmited o.rhe preeintalion ofdabl isswanis cosks within i
scope and-duee aot affeed the recognilion, measement ot amoTization of debl iuance costy  The Sandend is cftclive for Arapdsl saeripo iddued Fir
fisral years boginning after ecembee 5,20 5, and inverim pedods within those fiscet years and iz appled oo & retrospoctive bl -Eady adaption is
pormitted, sud we have edopted this ASU w6 this Andual Repor. As & resalt of adopiing thiy ASE, defiored Boaneing dosts oF 55 dni]) 6w ad December 3
20 4, previcously vecognized as @i pieel, ave vow clpwsified as 8 dtrect deduction fom the cemying value of such {oem loaft in rur Ogoesdidated Balance Sheet
i uch deie Al of our olher defimod Bnaelng costsat December 3,28 #and 200 5 (o0 Mo ) relele io Bmoood® novel viog eredil Bieilivies in Manh
Amenct ond Europe, and eontinue to be recipmized a3 an agsed under the guidarda of the SELT :

In Mavembar 20 5, the FASR issued ASUI0 § 7, Sreome Toxar (Fopfe 780k Selence Sheel Clasiificorion of Defereed Taker | which vliminifes the:
peATrEMGAT 1o sepasabe defertd ineome we basls and linkililies dwta curemf Gad wodcwent amannte Dader the ASO all defermed income ag aasels gad
linbifltios will be classified aF momcoumment  The cioomit gk dvat defmesd ineame mx 2eseis dnd Tiahidiies of p s paying corponent of i enfity ba
uffeel amd presented as o single amowel. is oot affpetiéd by the smeadmesits b this ASU This aceediment is effective for ug teginmlog o (he fer guarer of
20 T; howevee cady adoption 3¢ permitted  In additidn, progpective or mumspective spplication is permined  'We have slesied o adopl this ASTY
retroapeclively beginoing with fhis Annusi Beped and acenmdingly we have presénicd al] defored incomie s asaets.and Tiabililizs 39 podcamenl {o awr

- Consolidaled Balance Sheets and pofated Ebatimlse Al Deecmberd | 20 4, wehad presiously recopnized o eurrand ditferred inconre 16x asegt and liakifity of
% 34 million and 3 9 millics, reepeotlvely, ond 8 noscamenr defomd invwee b aiet snd linkilin of¥ 644 million.and £4 2 3 milliok, restieciively As
2 teenll of Lhe retrospective applicalion of (BisAS0), we ne longer havi s cament defired income 100 assel o liability resbgnized m Decernber 3, 20 4, and
Tha honewmeni ek mad meimin tax sesal snd Hahility we new have recrgnized ol Tecemberd , 70 4ip 5 &0 Fmillion and 3399 & wilfion, rspectively See
Mome 2

Pending Adaprion

To May 10 4, (he Floaneis] Accounkng Sfendards Board (“FASE") lssusd Arcowtinp Standads Clpdate (SAST) Moo 200 4 09, Reveaue from.
Cantraeis with Custoiners (Topit, 80¢)  Thio sendas] replaces existing rovempe regoghition guidines, which in meny oaves was tailored for sgerifle
‘indusirivs, with a dsifohn Fooowiling slaidsed applicable 1o all industdey and (monsaerons The ooW statdsed, & g ded; iv cumently effective foros
beginning vwith the fref quatiet 6P 70 B -Bolities may elect 16 adopt ASU Ho: 20 409 eetrospectively for il periods forall contrects ;md wingacions. which -
noeumed duchig Be perind Gvith a few exceptions for practical expediency) o oplrospactively with o camafative sl eeognised o5 of (e dake of sdwjition
ASTO Blo 20 409 ig ¢ Hmdamenta) rewtling of exigting (LAAE with mipoed 10 reventie reco gililioR, il e ave il svaluaing (he eiedt the Slandod will.
have oo gar Consolidsled Pioancial Slatcments Wi cumently stpece m adopt e siyndard in the Bl quader of 20 & fn odditiog, we have smar vet
‘Aetermined the methiod we will use 1o adopt e Standad ’ : : :
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In January 20 6, he EASE isswed ASU R0 6 0 , Fingacig! Instréfmenss Overall jSubropic 835 1) Recopwivion and Measutemand efﬂmnﬁa:
Astels ond Fhsaselat Liahififtes, which nddrtses ceriain mupects mhted to e mecogaiiion, mgasimmeni, preseotaion wnd disclosuse of Eoanciat
imstoiments  The ASU requires equity fovestments {oxeept fot Those accounind for under thé squity method of avenunting or {Bese that wsult in (he
congolidatisn of the invesler) v generally br measured &b Bir yatue with chuoges i fir vaioe recognined in nel incgrig “The smeridmeo! alsd reguires 4
pumber of cther changee, including among others: slenptifying the impaioment AEsssmend for equily inscnuments vt ot readily deferminable Bir valuss
ellminating the sequirsmendt for public Augiiess entifiog 1o discsinse mathods and assumpeivns used iv dereomine fiz vahuk for financis] insdtrumente measu il
w1l amertized cosl; regquintg am exiE pree nolion when meawrdng the fir valees of Boancinl insteumeales B disclosury pumposes; ond g niving cepamie
presenation ol financial agsets aud [utilities by measuremeal cifagory sol o ofassel The chingesfndicaled sbove will be éfeetive fie L bigianing in
the firsl quarier o[ 20 B, with prosprarive applicaton required,and early gdcpilon is nof permited  The mis signlfcan) sspe ol adapting this A50 will ba
the regu irsment 10 resnpmize changes i firvilve ol cur available for sale smoketable equily eecvsdies io nel incoms (camemly chaoges in fair value ol soch
securties e recagn aed 1o othet cemprehehive ineoms)

o Febroary 20 6, the FARE fseisd ASE) T0 6 0F, feaces (Taple 8432/, which s o eomprehensive ewriing of the lease accounting goldetce whish
aitng to inanewss comparshility and Enrpaeney witk regard fo leaso tRnstisns | The primary change-will be the recognition o fTesse asasts fov (e vight o
uas of the underlying Aol and |#ases Oabilities for cue obligaffon 1o maks paymenis by Jessees du the balance sheet For [gases climelly lassified as
ppbraling Teases  The ASL alestequiing inerased qual?lative discfnsure ibour sases in wdditn te givmtitst ve disclosures ciirenlly requited  Campanies
£ra requirnd to wso & madibicd retrospective spprouch T adoptian witl a praciieal expedient which %] dllow companies f cohiows Lo sccounl b egicing
bemara witdes fhe'prioe guldance unless a heass 75 niodifed, gthér than- the requirement iv weeo goize fe ght ofipe anoel and lease Liahiliny for ull opemling
lesises The ehanpes indicaled shoye will be efiofive fr s hegiming in the Fel guater of 20 ¢, with cady adopiion is pertided W Bave mot Yo
eveluaind the =Fecl 1hiz ASO will have on oor Conselidsted Fiaasels] Statemenls) bl given (he matedial amaet of aur fliure ffnimom pnymig wnder
non cancellable opersiing leases at Decembor 1 , 20 J discupied in Nofe 7, We eRpert t recopnize 2 malm'iaJ right of uad lenee aeset-and Tense (abilicy
upen adopiion afde A0

Wit 21, Qoarterly results of operafony (rmandi fed):

Chiarier £adad. .
Mench 1T - June 30 - Fopl, A0 B, 31
i (0wt 1L 6% €3Tep per share dam}
Yamrendul]hmhcrﬂ Hil4 . : o B C ) .
Mot Ealek ) 5 4624 § 913 3 . 4TES % 4X1.0
0% orEggin ) CL Bsx . 108z 11k - T ETA
Gymﬁng Inehme - . 128 ] 467 | ) As
© Nelingome - 5 &b % 7 % its s ¢ 1.7
Amnum: aldbutahle o Valki nn-tk]mldm ] ) L ] ] ] ) .
T Weninewds ) o _ s As o c1sd 8 287§ %%
Bneie anf daluled income pmrshm 5 5 - M5 X "M % %)
Year ended Decgimber 31,2015 . : . i o -
Met salea LR 4161 8§ 4034 § M2 § 0 3148
s mrpin : - T “§9.2 ' st 4248 27.8
Chearating ifcome (lose) ) Ad.E ©L k1) R 7)) . I8y
Wer income Joasf -5 R & A . N 139.4) ‘¥ a3 5§ ..3AT
Amnunis a:lnbumabmtaﬁ-’alhiatackhnldm ] ) . ) o o
Mel inoome (o) (2] : H 113 % {L03.9). % LT & FRT
Bowels e, difwied incoms (Joes) per shars 5 J 5 £30) 5 03 §F 1,10}

() Wentogsized ihe Irllowing swmousls dodag 20 4

= 2532 milliod oot gfronconimliing inlemst nog exsh ineodme ax begefit is the stoond quarter of 20 4 eelated o he oo gise of 6 fortion .
ol our regerve fpr dneettnin i pasitions rlated fo.the completion of a Ceraditn income tax audit gad-to the release of @ pomtior of our
teterve for inpedals wax posiions i mrq]ul:u;dlnn with the commpletion of o it proue U S fechmeto retum for 2009; ek More 2

a 4% 2miltiendel olnancantolling inteies:. czshi tax benofit atmotinied witk eertain U s Ehl:l:m:la tax-crodiss, which we slectid fo tTaim. o
oue 20 3 amended U2 faderal tax redvum in e thind quarter of 20 4; and

n bgEmpreinsmmance reovercs af 37 3 willfon,aftor iax and nodeontralling inesrest in the thind quamerof 20 4
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2} Werocogniged the following amouace during 200 5:

*  preax charges of 32 million, § 4 million #od § 2 million in che second, thicd and frarh quarners, respectively, in workforee teduetion
chatpess in our Chemicals Fegmoent [see Nore B,

= pggregate ingurance reooenes 0£ 53 0 million, after tax and noneontrolling jterett primanly in the fiest guatTer;

¢ aon cash deferred income tzx expense of 3 503 mollico, §2 3 toillion and 564 million in the second, third and foucth quamets,
reapeetively, relared 1o the moognition of a defered incoroe tax assef valuetion allowsanes mlated 1o owr Chemicals Segment’® Germman
#nd Belgium operariong (gze Mote 2% and

= related 10 the oon sash defkreed incows tax expense noted ahove We recofmized non cash incowme tax henefin of $29 2 millicn, in the
second quarter of 20 5 forthe reduction in the defered income raxes requined to be recognized with regpect o the gxcess of the financisl
meporting camyIng aoiunt ower the eome tax bagis of cur direet inveetment in Kronas sommen sock, (g Mo 1)

The eum of the querterly per shere amounts Wmay not equal the annual per share amounte due to relative changes o the weighted svemge
number of shares wsed in the par shate computdtions .
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SIGNATURES

Pursnant Ly tHe requisemenls of Seclion 3 or 5(d) of e Seowricios Exchatiges Aot of 934, the Rngmlmul hag duly coused T,in.s r2pac W ba

gigned oo ie behelFhy the understgned, thersunio duly authonzed

VAL INC
{(Regiatrmnl)

- By:

{5 Hieved L WaTzon
Steven L Welson, March 20 B
(r,:ffairrmm end ChielExeoive Dfeer

Pumstant it (his ebirements ¥ Securines Exchangs et of 934, this eport has been. ipned below by M fallowing paranms on hebalf of

the Begisiranl snd ih the wipaciiies and on the detes indicated:

Jouf Thimaag B Bamy

fa Bieven L Walson

Therines £ Bamy, Mameh 20 6
{Threziar)

8 Moonas 5 Bdeloup

feven L Wareon, March .20 6
{Chabrmame e e Board and Chief Bxeputivd Dfﬁ'u:er ¥

. iz Bolby § O"Bdim

Morman & Edelewp, Merch
" [Creector)

k6

o' W Hayden Mellmy

Bobtiy D 0B, Murch 20 &
{President and Chict Financial Offices and Divietor, Pringipal
Fineoeial Oficen

Sl Creprry M Svanl ]

W Bayden McHmy, Mamt 20 &
(Chareeitg)

5! Lowglia | Foshan

Laretia ] Feshan, Mach 20 &
[Mirecar]

F 65

Gregory M Swaleel], March 20 &
(Exgrnive Vigs Pmsident, Contoller and Chiel Avsowaing
Oficer, Prinoipel Accownting CTesr
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Exhibit 10.5

TAX AGREEMENT
Between
CONTEAN CORPORATION
and
YALHL INC.

This Tax Apgreement (the “Agresment”) datad ax of Tune 3, 20105 is bemween Contran Corporatton ('Contran™}, a Delawars
eorporalion having ity principal executve offices at Three Lincoln Centre, 5430 LRI Freevway, Suife 1700, Trallas, Texas 73240, and
Walhi, Ine. {*“VHI™), a Delaware comporatdon having its principal executive offices ar Three Lincoln Cenfre, 3430 LB Freeway, Suite
1700, Dallas, TX 75240

WHEREAS Confran and YHI file consolidated refume of federal incomne taxes and, sobject fo cerfain jurisdictional
limitations, are subject o combined siate and local tax reporting;

WHEREAS, this Apresment supercedes and amends and restates the Tax Agreement dated December 1, 2012 previonsly
entered Tto bervween Contran and YHI;

WHEREAS, Contran and YHT wigh to provids for the allocation of liabilities, and procsdures to be followed, with respect
io federal incoms taves of VHI and any subsidiaties of VHI and with respect o.cermain combined state and local taxes on the fems of
this A greement; and

WHERE AS, Coniran and VHI bave hisordeally followed the terms and conditions ay provided fn thiz Agreement, and ¢his
Apreement serves to formally docurment such werms and conditions which Comiran and Valhi previonsly followed.

NOW, THEREFORE, in considemtion of the promises and agreements herein contained, the partisg hereto agree as
followes:

I. Definitions, As used in this A preement, the following terms have the measnings et forth below:

{ar) Code: The Imemal Revenue Code of 1986, as amended, and with respedt w any section thereof any
suceessar provisions under such Code or any successor Code,

) b} Combined Foreign, State and Local Taxes: For a tasable padod, and with respect to a speeified group
of enfities, the amount of all Foreign, State and Local Taxes, for which liability is computed on the hagis of a combined,
ynitary or censolidated robum (whether at the initiative of the tax authority or of the taxpayer).

i) Contren Corporadon: A Delaware corporation that is the sommon parent of a group of corporafions,
wlich group of corporations nchides the VHI Group and Confran Group, lecting to file & consolidated federal incoms tax
&L

id) Federal Taxes: All foders] income taxes, ogether with all interest and penalties with respact thereto.

1
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&) Foreign, Sfate and Local Taxes: All foreign, state and local taxes, including franchise and similar toees,
together with all inferest and penalties with regpect thereta.

it} Conrran Group: Coniran and sach of fra direct and indirect subsidianies which would be a mersher of an
affiliated group, within the meaning of secton 1504(a) of the Code, and eligible to file 2 combined, mnitary or consolidated
return of which Contran was the cormnon parent {the “Conrran. Tax Group™), as such Contran Group is constifuted from
time fo me. For purpeses of thiz Agreement (o the extent relafed o the determmination of Combined Foraign, State and
Loval Taxes for the Conmran Group), the e “Conran Group™ shall melude all direct and indirest subsidiaries of Contran
with reference o which Cornbined Foreign, State and Local Taxes are determined.

(£} VHI Group: VHI and each of i direet or indirect eubgidiaries which would be a member of an
affiliated group, within the meaning of section 1504(a) of the Code, and elipible to file-a combined, unitary or congolidated
resumn of which WHI was the common parent, as such VHI Growp i2 constilvted from fime to time. For purposes of this
Agreement {To the extent relaied to the deterntination of Combined Forelpn, State and Local Taxes for the VHI Group) , the
term “WHI Graup™ shall inclode all direct and indmect subsidiades of WHI with reference to which Combmned, Forzign, State
and Tocal taxes are determined.

(b} YHI Group Tax Liahility: Far a taxabls period, the [fability for Federal Taxes and Combined Foreign,
Smate and Local tares, as applicable, that the VHI Group would hasee had if it were not a member of the Confran Tax Group
during such taxable period (or during any taxable period priar thersto), snd instead filed & separate conzolidated or combined
return, as applicable, for mich faxahle period; provided, howeser, thar for purposes of determining such liabiloty for a taxable
period all tex elections shall be consistent with the tax elections made by Contran for such period. Tn maldng much tax
electiong it is understond Confran will make those wx elections which are beneficial fo fhe Confran Tax Group on a
consolidated basis, Nevertheless, Contran will use it beat effoits in the case of those elecfions which affect the computation
of the VHI Group Tax Liahilify, to make elsctions in & reasomable manner so as fo minimiee the WHI Group Tax
Liahility. For purposes of this A preetnent, in determining the Combined Foreign, State and Local Taxes for the VHI Group,
such deterrnination ghall be made baged an a separate Forelpn, State and Local Tax Caleulation as if the VHI Group wiere o
separafe wnitary filer with respect to staee and other jurisdiotions in which Confran i required to file on a unitary or
combined bagis. :

(1 Foreign, Srate and Local Tax Caleulation: For eacl reporting period, the Tax Calenlation will be hased
on the estimated faxable income of the WHI Group for the taxable pedod thar mcludes such reportmg peniod, applied fo
current yvear fax rates and using the VHI Group's applicable apportionment factors and state, local or other applicable
adjuatmnencs, in each case based on the applicables combined or unitary return rmost recently-filed 28 of each reporting period
by the Conran Tax Group for gach applicable tax judsdiction (as modified for exraordinery, one-time event adinsiments or
tax baw changes, if any, impacting the unitary caloulation for the YHT Group).

2
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2. Conrran as Agent. Contran shall be the sole agent for the VHI Group in all matters relating w the VHI Grovp Tax
Liahility. The ¥HI Group shall nat {z) terminate such agency or (b) without the consent of Contran, participate, or amempt &
participate, in any matters related to the VHI Croup Tax Liability, inchading, but rot limited ta, preparation or fling of, or resolution of
dispukes, protests or audits with the Intemal Revenne Servics, state or local faxing authoriies conceming, the Contran Tax Group's
consolidated retuns of Federal Taxes, retune of Combined Foreigm, Sfate and Local Tages or the VHI Greoup Tax, Liabilny with
respect thereto, The VHI Group shall cooperate folly in providing Contran with all infonmation and docnments necessary or desirable
to enable Contran to perform its obligations under thie Sectien, including completion of Tntemal Bevenue Service and state or local fax
wadits in connection with such VHT Group Tax Liability and deremmination of the proper liability for such VHI Group Tax Liability.

3. Liability for Taxes; Refunds.

{a) Coentran, as the common parent of the VHI Group, shall be responsible for, and shall pay to the
appropriate taxing authority, as applicable, the consolidated tax liabiliy for Federal Tares and Combined Fereipn, State and
Local Taxes for the Contran Group and has the sole fght to any refunds eoefved from such taxing autherity subject w the
provisions of Sections 5 and 6 of thiz Agreement.

b N otwithstanding any other provision of this Agreement, VHI and each. subsidiary of VHI which i 4
mnember of the VHI Group shall be severally liahle to Contran fie the VHI Group Tax Liability.

{c) %HI shall indermmify Contran and hald it and the Confran Groug ather than the YHI Group, hamnless
fram and against any deficisncy in the VHI Group Tax Liability that mey be due to Contran.

(d} Contran shall indernnify VHI and hold it and the VHT Group hartnless from and against any Federal
Taxes and Combined Foreign, $1ate and Local Taxes attributablo o the Conran Group or awy other member of the Contran
Tax Group, other than the YHI Group, a2 such taxes are determined wnder this and other tax shaning agreements,

3
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4, Tax Eemms Contran shall file on behalf of the VHI Group any and all federal, foreipn, state and local tax retoms
that are Tequited as they pertain to the VHI Group Tax Liability. The YHI Group, at Contran’s request, shall join in any applicable
consolidated retums of Federal Taxes and any retume of Combioed Foreign, State and Loéeal Tages {for which retums have oot been
therefofore filed) and execnte ity consent, if such consent has not previously been executed, 1o sach such fling on any form az may be
prescribed for such consent if such consent is required. The decision of Contran’s Vice President and Tax Director (or any other officer
g0 designated by Contran) with responsibility for tax matters shall subject to the prowvisions of this Agreement, he binding in any
dispute berween Contran and the VHI as to what tax position should be taken with respect w0 any item or wansaction of the VHI
Crroup. The preceding senfence is limited o the tax postions that affect the VHI Group Tax Liability and the combined Confran Group
and Confran Tax Group, In addition, Contran and members of the Contran Group, incloding YWHI and rmembers of the VHI Group,
shall provide each oter with such cooperation, assistance and information as each of thern may request of the other with respect o the
filing of any fax refirn, amerded retum, claim for refind or other document with any wxing authority, VHI shall be solely responsible
for all taxes due for the VHI Group with regpect fo tax retumns filed by YHT e a mernber of the WHI Group that are required to be filed
o0 a geparate company hasis, independent of Contran.

3. Pavment of YHI Group Tax Liability for Federal Taxes and Pereipn, Seate and Local Taxes, On or before each
datz, as determined under section 66535 of the Code {with respect to Pederal Taxes) and the applicable tax provizions with respect o
any Forelpn, State and Local Taxes due pussuant to this Agreement, for payment of an inseallment of estimated Fedetal Taxes or sy
Foreign, State and Local Taxes, YVHI shall pay to Contran an ameunt equal to the installment which the WHI Group woold have been.
required to pay a3 an estimabed payment of Federal Taxes to the Internal Revenue Service or any Foreign, State and Local Taxes ko the
applicable taxing authority if it were filmg a separate consolidated, eombined or vnitary retorn i respect of the WHI Group Tax
Lisbility, Any balance oered with respect to the YHI Group Tax Liabilivy for such taxable period shall be paid to Confran oo o7 befire
the 15th day of the third momtb after the close of such taxabls period. I it iz not possible to determine the smount of such balance on or
hefore such day, (a) a reasonable estimate thereof shall be paid on ar before such day, (b) the amounrt of such balance shall be finally
deferrnined on or before the earlier of; (1} the 15th day of the ninth 1month after the close of such tazable period (or the applicable due
daie for the Conman forefen, state or local cormbined or unitary yetuwrmn) snd (i) the date on which the Coniran Group consolidated fax
remrn for such period is flled with the Internal Revenus Service or the applicable i authority, and (c) any difference befwesn the
amount 30 determined and the estimated amooumt paid shall; (i) in the case of an underpayment, be proroptly peid o Contran and (i) in
the caze of an overpayment, be promptly refunded or applisd againgt the estmated WHI Group Tax Liability for the mmmediately
following tax period, at the option of Confran. If the overpayment is oot applied o the immediately following tax period, such
overpayment shall be prompfly refinded to the VHI Group. As betseen the parties fo this Apreement, the VHI Group shall be solely
respongible for the VHI Growp Tax Lishility and shall have no responsibility for Federal Taxes of the Contran Group other than
payment of the VHI Group Tax Liability n accordance with the temas of thiz Agteement Notwithsianding the foregoing, Centran at
itz opton way extend the payment due date for any of the payments referenced sbaove.
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. Befunds for YHI Group Losses and Credite for Federal Taxes. I the calenlation with respect to the VHI Group
Tax Liability for Federal Taxes results in a net operating loss {*NOL") fior the current tax period that, in the abeence of 2 Code Section
172(h}3} election made by Contran, is camied back under Code Sections 172 sod 1502 to a prior faxable period or perieds of the VHI
Growp with respect to whish the VHI Group previpusly made payments o Contran, then, in thar event, Contran shall pay (or credit)
VHI an ameunt equal to the tax refind fo which the VHI Group wauld have been entitled had the WHI Group filed a separate
consolidated federal imcome tax retom for such year {but not in exoesy of the net aggregate amownt of the VHI Group Tax Lialbility
paid to Contean with respect to the preceding two taxable pedadsh. If the caleulation with respect to the VHI Group Tax Liability
resilee in an NOL for the current fax period, that subject fa the Coede Secton 172{b)(3) election made by Coniran, iz not camed back
noder Code Sections 172 and 1502 io a prior taxable period or periods of the WHI Group wh respect to which VHI made pavments
10 Conman or is nof carried back because the Contran Tax Grooup does not have a consolidated ner operating loss for the current tax
period, then, in fthat event such NOL shall be an NOL cammyover to be used in computing the WHI Group Tax Liability for fisture
taxable periods, under the law applicable to NOL cariyovers in general, 3¢ such law applies fo fhe relevant taxable peniod. Paymens
made pursuant to this Section & shall be made on the dats that Contran (or any successor comuuon parent of @ tax group to which the
Confran Grogp is & mernber) files ifs consolidated faderal incams 1ax return for the taxable period mvolved. Prineiples somilar to thoss
discussed in this Section & shall apply in the case of the wtilization of all VHI Group loss and credit carmybacks and earryovers.

; : lit:. The foregoing
piinciples u::mﬂ:amf:ad m Secuun & slm]l appl},f m. sumla: fashmn ] EIIIj.? cansahdarcd, mntar}r or -:oml:nma:l forelgn, sfate or other local
ineome T retums, containing any member of the YHI Group, which may be filed based on the VHI Group Tex Liability for Foreign,
State and Local Taxes.

. Subsequent A djustments. If any semlement with the Intemal Revomue Service, forelgn, stars or local fax suthority
ar court decision which has become final reaults in any adjustoent to any itetn of inceine, deduction, loss e aedit w the Confran
Group in respect of any taxable period subject to this Agreement, which, in any such case, affeets or relates 10 any member of the VHI
Group as constitieed during such mxable period, the YHI Tax Group Liability shall be re-defermined 1o give effect to such adjustment
ag if it had besn made as part of or reflected in the original computation of the WHI Tax Group Lishility and proper adjustment of
amounts paid or ewing hereunder i respect of such Lability and allocation shall be prompdy made in light thersof

g, Atnendments. This Aprecment may be amended, modifisd, superseded or caneelled, and any of the tenms,
covenanTs, or condifions hereof may be waived, only by a wiiten insmument specifically referming to this Apreement and exectad by
all parties (o, in the case of 3 waiver, by or on behalf of the party walving compliance). The failure of any party at any tirne or firmes to
requirs performance of any provision of this Agreement shall in no manner affect the right af 4 later Gme to enforee the same. Mo
warver by any party of any condition, or of any breach of any fermn of covenant, contained in this Apresment, in any one or more
instanees, shall be desmed w be or construed as a further o contdauing wajver of any such condifion or breach, or a waiver of any
other condition or of any breach of eny othes term or covenant.
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140 Retention of Records, Contran shall retain all tax refums, tax reports, related workpapers and all schedules (along
with all documenis that pertain o any such tax refiums, reports or workpapers) that relate o a taxabls period in which the VHT Group i
included in a consolidated or combined tax retumn with Confran. Contan shall make such docoments avaiable 10 VHT w1 VHIs
request, Confran ghall not dispose of such documents without the pennission of VHI

11. Headings. The headings of this A greement are for convenience of reference only, and shall nat in any way affect
the mesning or interpretation of this Apreement,

12. Goveming Lasw. This Agreement shall be conswued snd enforced In accordance with the laws of the Sfate of
Drasfawrace without regard to contlicts of laws provisions.

13,  Countsrparts. This Agreement may be executed in multiple counterpars, each of which shall be an cdginal, but
© all of which shall congtifiute but one agresment.

14. Successorg. This Apresment shall be bindimg upon and inure 4o the benefit of the parties hersto and their
respective subsidiares, and their respective successors and assigns.
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IN WITNESS WHEREQF, the partes herero have executed this A preement on the date first above written,
CONTRAN CORPORATION

Ey: faf Orogory M. Bwalwell

Grregory b, Swalwell
Wice President and Controller

WVALHI INC,

BEy: {e! Kelly D, Lutbmer

Eelly . Luttmer
EBxecntive Vice Pregident and Tax Director
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EXHIBIT 21.1

SUBRSIDIARIES OF THE REGISTRANT ;

i

%o Yolog i

Sevan] e '

S Tl joa o Hidd 2
Lot Pt Jon Thiatitibir 31,
Nanoe n Ca povs ing. o gAniza oo 2015 1)

ARC Holdings, Tne - Thah : L)
Andrews County Holdings, Ine Delavenre 0%
Wagte Control Spesialise LLC Delusare 00y
Fronos Worldwide, Ine (2% Delavare 0%
WL Induetrizs, Ine 2], 3, (4) Mesi Tersty : 834
CompX Intemationsl ne (4) Delawars 574
Trernont LLE Die] woeares 0%
TEECOLLC Mevadn LS
Basic Management, Inc Mevada . 630y
Basic "Water Company Wevads 1A
Bapie Water Compuny SPELLC Mevada ) 00%;
Basic Envimonmental Company LLC Mewvada O0%%
Basic Power Company Mewada Wi
Basic Remedistion Company LLC Merada Qi
Bagic Land Company Hewvada (kg
The LandWell Company LP {5 . Drelavrre S0%
Hendersot Interchatge Sipn LLC ' Mevada 0%
TRE Holding Corporation Diglaware {10%s
THRE Managemen: Cormpany Delaware 0%
Tall Pinee Ingomance Cornpany Yermaonl 00%%
Medive Corpotation Delawware oot
Impex Bealty Holding, Ins Dielaware aots

0h Held by the Begistrant or the iodicated subsidiany of the Kegismant

[2h Subsidiaties of Kronos are fncarposated by reference to BExhibit 2 of Kooos® Annoad Repom on Forn 0 K for the year ended December 3 | 20 5
(File o 323 00047) WL owne sn additional 30% of Kronos direcly

)] Substdiaties of ML ate incorporatsd by veference 1o Bxhibit 2 of ML Anousl Report oo Form 0 K for the year ended December 3,26 5 (File
Mo Ha0)

4] Subsidiaries of Comp¥ are incorporared by refsrenee to Bxhibit 2 of CompXs Anonal Feport on Farm 9 K for the year ended Decemnber 3,
20 5 (FileMNo 3905 .

5] TRECA) LI awmne 3o addirional 27% of The Land Well Cormpaay LY directly
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Exhlblt 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Wz hereby coneent o the incorporation by refevence in the Regisration Sratement oo Form 3 8 (Mo 333 3 78 ) of Yalhi, Inc | of our report dated

Murch 20 6, relading to the congolidated financiel statentents and effboriveness of intermal control over financial teparting, which appears in this Form
oK

f&f PricewacerhouseCoapers LLE

PricewatechonseCaapers LLE

Dallas, Texas N
barch 20 &
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Exhibit 31.1
I, Sreven L Watson, cettify than
)] Thave reviewed this anouel Bepaton Form 0 K oTVelbi, Ine ;
2 Bazed on my knowledpe, this report doés not contain any untnie statement of a mararial faon o0 omoit 1o gare & material fser necessary to make the
staternents made, i light of the cimumstances under which sueh sfarements wers made, not migleading with respaet o the period cowered by this

R

ER] Baged on oy kopwdedge, the finaoeial gratements, aod other fingneial informanon inoloded io this epoct, fady present in sll matetial rspocs che
financial candition, resules af operations snd cash fows of the registeant as of, and for, the periods prasepced in this reporm;

4] The repiemant's ather carmifying officer and T are regponeible for establishing and maintaiving discleswss contals and procedurss {as defined in :
Bxchange Act Bules 3a S and &5d &) and moemal eonmo! gver financial sepocting (g6 defined in Exchange Acr Rules 3a 5(f)and 54 :
A(f)) forthe regietrant and haye:

a) Designed such, digelomre controls and procedusss, or canged such digclosucs canteols and precedures w be designed und er our supervizion, o
engure (that material information releting 10 the registront including itz consalidated subsidiades, iz made known to ue by others within those
ettities, parriculaly dutiog the pariod in which this repor izbeing prepared,

bl Desipned such intemmal sonwol oirer fipancial epoming, ot cauged such intemal cootro] over finencial reporting T be designed andsr our
supeTvision, ta provids rasonable azeurance mmgarding che relisbility of finencisd repocting aod the preparation af finansial scatemnente for
extemal purposes in accomdance with generally accepred socounring principles;

] Ewalvated the effsctivenees of the registont's disclosure conmeels aud procedures snd pregented in thie report dur conclusions shout the
effectiveness of the disclosure conteols and pragadures, ag of the eod afthe penod eovecsd by this report based on such evsluarion; and

d] Disclosed it chis mpor soy shangs in the mgistrants inremal contml over fingneial wpocting thet ocourmed doing the registrant’s mosc
sacent fiscal quarres ihe registrant’s fourth fizcal quarer in the cese o o Anaual Repor) that has macsially affected, or ie reaeonably lileely
1 marenally affect, the repigteant's intertie] control over fmaneial mporting, and

5y The regismant’s alher cemifying afficer and [ heve disclosed, based on o most eeent evaluadon of internal control over finenein) reporting, 16 he
registrant's saditors and the audit comemdcee of #he pegistranc’s board of directars (or pacsone perfbrming the equivalent funciion;

al All significant defisiencies and macedal wesaknessses in the design or cpersdon of intema] contol over fingocial repoming which aswe
measttably Iikely w adverscly affece the regismant 'z ability to meord, process, suramenize aod tepor financiad informacon; and

1] Any fraond, whether ot non matetial, that invoives management or ather employess who have 2 significant mle in the reginrant’s intemal ¢
goote] carer financial reporing :

[rate: hamch 20 @

s Beven L Watson
Steven L Wawon
Chairman and ChiefBxecutive Oficer
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Exhibit 31.2

I, Bobbhy I O'Brien, certity thar

!
2}

Y

4

5

T have ceviewed this Annual Report on Form 0 K of Yalhi, Ine ;

Basad on my knowledge, thie report doez oof contain any untmie statement of 8 maredal face or omit to state a matedsl fact necegsary oo make the
seaterernts mads, in Tight of the circumstances nnder which such starements wete mude, not misleading with eepeot 1o the period coversd by this
repart,

Based on my knowledge, the finsnciel starements, and other financdal intimnation inefded in this Tepor, faiely pregeun in all mareral Teepects the
financial condition, regnlis of operatone 4nd cash flawe of the refietrant as of, and for, the peoode presented in this repor,

The repistrant’s other cerfifying officer and I are responsible for eetablishing and mainfaining digclognre controls and proceduree (as defined io
Exchange Act Eules 3a 5e) end  5d  S(eh) wnd intemal contol ever financial reporting @s daflned in Exchange Act Bules 3a 5(f) and 54
5(f)) far the regigrant and have;

al Degigned meh diselegur: conrmole and procedures, or cansed sueh disclomire eonwels and procedures fo be designed undser cur spenigon, to
enslire tharioaterial information relafing v the cegietrane, inchoding it consolidated arbeidiatios, i made knawn o ue by others within thoss
etutities, particulatly during the period in which this report iz being prepated;

bk Desipned such internal control over finencial repoing, or cavsed sech nternal contol over inancial reporting o be desipned uoder ooy
supervision, to provide reagonable gssurengs regarding the teliability of financial repordog and che preparaticn of finangial etatements for
exfemnal purpoees in accordance with genscally accepred accaunting prnciples;

ol Frvaluated the effectivenees of the ragistrants dieclosue controls and procedurse and presented fo thie répod aor conclusiona gbout the
effectivensss ot the disclosure controls end procedurss, as ofthe and afthe petiod covered by this repon based an such evaluation; and

d) Discloged in this repot eny change in The reglslant's mtamel contmol over Anancial repoming that cocurred during the registmor’s Toost
tecent facal quarter (the e pistant’s fouh fiseal quamerin the cage of an annyal veporth thar hae macerially affected, or ie reazongbly kely to
materially affecr, the regismance intemal concrol over financial répotting; and

The registtant's other comitiring officer and I hawe dieclosed, based oo our moat recent evaluation of intemal contmol over financial epoing, 1o the
megistrant™s auditars and the audif commitres of the repistrent’s boecd of dicsctoms (or pemons peforming the squivalent fanerion):

a) All eipnificant deficiéncies and material wesknesses in the design or operation of intsmal connl over finstciel repoming which are
ressonably Likely 10 adversely affect the tegistrant’s ability 1o recond, procsss, summarize and repart financial informadon; and

b) Any frand, whether or not mererial, thar involves mansgement o7 other anployeer whe have a significant role in che regietrant’s infernal
conte] cver financisl repoming

Date: March 20 @

I/ Bobby D O°Brien

Eobby [ O"Boen
Director, President and Chief Financial Officer

P ==——
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Exhimif 32.1

CERTIFICATION PURSTIANT TO
138 05.CSECTTON 1350,
A5 ATOFPTED FURSUANT TO
SECTION 906 OF THE SARBANES-OXTEY ACT OF 102

In ponnection wilh the Annoal Bepor of Yalhi, Ine (the “Compeoy™) oo Bom O X for the vear ended Degamber 3, 20 5 88 filed with the Securities and
Exchanpe Comrnizsion an the dae hereof (the “Repor™), wi, Steven L Wateon, Chiel Bxecutive Officer of the Company, and Bobby I O°Brizn, President
and Chief Financial Qfficer of the Gompany, conify, putmnaot o E T8 C Section 350, a8 adoprod pursuant 1o Saction 908 of the Sarbanes Owley Act of
2007, that:

_ {1 Tne Report fully complies pdch the requirements of Sacfion 3{a) or  5(d] of the Securtier Bxchange Act of 934, and

{23 The information contained in the Keport fairly presents, in all material respects, the finaneial condition and reeult af operaticns of the Company

fef Steven L Watgon f3f Bobby D 'Brien

Steven L Warson Bobby I O'Brien

Chaimman and Chief Bxacutive Onficer Direcear, Bresidenr and Chief Finaneial Officer
March 20 & March 20 4

Mate:  The penificeion the registran: fomishes in this exhibif iz nof deemed “filed™ far purposes of Sechion 8 of the Secunties Exchangs fict of 934, ae
ameoded, or athepsase subject 1o the labilities af ther Secrion Registanon Stateneats or othet docpments Hled with the Seounties and Bxchanze
Commission ghall oot inggrporate this exhibit by reforence, encopt a5 otherwise expressly swied in moh filing




