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Venator Materials PLC and our other registered and common-law trade names, trademarks, and service marks appearing in this Quarterly Report on
Form 10‑Q for the three months ended June 30, 2018 (“Quarterly Report”) are the property of Venator Materials PLC or our subsidiaries.
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Except when the context otherwise requires or where otherwise indicated, (1) all references to “Venator,” the “Company,” “we,” “us” and “our” refer
to Venator Materials PLC and its subsidiaries, or, as the context requires, the historical Pigments and Additives business of Huntsman, (2) all references to
“Huntsman” refer to Huntsman Corporation, our controlling shareholder, and its subsidiaries, (3) all references to the “Titanium Dioxide” segment or business
refer to the titanium dioxide ("TiO2 ”) business of Venator, or, as the context requires, the historical Pigments and Additives segment of Huntsman and the
related operations and assets, liabilities and obligations, (4) all references to the “Performance Additives” segment or business refer to the functional
additives, color pigments, timber treatment and water treatment businesses of Venator, or, as the context requires, the Pigments and Additives segment of
Huntsman and the related operations and assets, liabilities and obligations, (5) all references to “other businesses” refer to certain businesses that Huntsman
retained in connection with the separation and that are reported as discontinued operations in our consolidated and combined financial statements, (6) all
references to “Huntsman International” refer to Huntsman International LLC, a wholly-owned subsidiary of Huntsman and the entity through which
Huntsman operates all of its businesses, (7) we refer to the internal reorganization prior to our initial public offering ("IPO"), the separation transactions
initiated to separate the Venator business from Huntsman’s other businesses, including the entry into and effectiveness of the separation agreement and
ancillary agreements, and the financing arrangements and debt, comprising the senior secured term loan facility (the "Term Loan Facility"), the asset-based
revolving facility (the "ABL Facility" and, together with the Term Loan Facility, the "Senior Credit Facilities") and the 5.75% senior notes due 2025 (the
"Senior Notes"), including the use of the net proceeds of the Senior Credit Facilities and the Senior Notes, which were used to repay intercompany debt we
owed to Huntsman and to pay related fees and expenses, as the “separation” and (8) the “Rockwood acquisition” refers to Huntsman’s acquisition of the
performance and additives and TiO2 businesses of Rockwood Holdings, Inc. (“Rockwood”) completed on October 1, 2014.
NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain information set forth in this report contains “forward-looking statements” within the meaning the Private Securities Litigation Reform Act of
1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities and Exchange Act of 1934 (the "Exchange Act"). All statements other than
historical factual information are forward-looking statements, including without limitation statements regarding: projections of revenue, expenses, profit,
margins, tax rates, tax provisions, cash flows, pension and benefit obligations and funding requirements, our liquidity position or other projected financial
measures; management’s plans and strategies for future operations, including statements relating to anticipated operating performance, cost reductions,
construction cost estimates, restructuring activities, new product and service developments, competitive strengths or market position, acquisitions,
divestitures, spin-offs, or other distributions, strategic opportunities, securities offerings, share repurchases, dividends and executive compensation; growth,
declines and other trends in markets we sell into; new or modified laws, regulations and accounting pronouncements; legal proceedings, environmental,
health and safety (“EHS”) matters, tax audits and assessments and other contingent liabilities; foreign currency exchange rates and fluctuations in those rates;
general economic and capital markets conditions; the timing of any of the foregoing; assumptions underlying any of the foregoing; and any other statements
that address events or developments that we intend or believe will or may occur in the future. In some cases, forward-looking statements can be identified by
terminology such as “believes,” "expects,” “may,” “will,” “should,” “anticipates,” “estimates” or “intends” or the negative of such terms or other comparable
terminology, or by discussions of strategy. We may also make additional forward-looking statements from time to time. All such subsequent forward-looking
statements, whether written or oral, by us or on our behalf, are also expressly qualified by these cautionary statements.
Forward-looking statements are based on certain assumptions and expectations of future events which may not be accurate or realized. Forwardlooking statements also involve risks and uncertainties, many of which are beyond our control. Important factors that may materially affect such forwardlooking statements and projections include:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

volatile global economic conditions;
cyclical and volatile TiO2 products markets;
highly competitive industries and the need to innovate and develop new products;
increased manufacturing regulations for some of our products, including the outcome of the pending potential classification of TiO2 as a
carcinogen in the European Union (“EU”) or any increased regulatory scrutiny;
disruptions in production at our manufacturing facilities, including at our TiO2 manufacturing facility in Pori, Finland;
fluctuations in currency exchange rates and tax rates;
price volatility or interruptions in supply of raw materials and energy;
changes to laws, regulations or the interpretation thereof;
significant investments associated with efforts to transform our business;
differences in views with our joint venture participants;
high levels of indebtedness;
EHS laws and regulations;
our ability to obtain future capital on favorable terms;
seasonal sales patterns in our product markets;
legal claims against us, including antitrust claims;
our ability to adequately protect our critical information technology systems;
economic conditions and regulatory changes following the likely exit of the United Kingdom (the “U.K.”) from the EU;
failure to maintain effective internal controls over financial reporting and disclosure;
our indemnification of Huntsman and other commitments and contingencies;

•
•
•
•
•

financial difficulties and related problems experienced by our customers, vendors, suppliers and other business partners;
failure to enforce our intellectual property rights;
our ability to effectively manage our labor force;
conflicts, military actions, terrorist attacks and general instability; and
our ability to realize the expected benefits of our separation from Huntsman.

All forward-looking statements, including, without limitation, management’s examination of historical operating trends, are based upon our current
expectations and various assumptions. Our expectations, beliefs and projections are expressed in good faith and we believe there is a reasonable basis for
them, but there can be no assurance that management’s expectations, beliefs and projections will result or be achieved. All forward-looking statements apply
only as of the date made. We undertake no obligation to publicly update or revise forward-looking statements whether because of new information, future
events or otherwise, except as required by securities and other applicable law.

There are a number of risks and uncertainties that could cause our actual results to differ materially from the forward-looking statements contained in
or contemplated by this report. Any forward-looking statements should be considered in light of the risks disclosed in “Part II. Item 1A. Risk Factors.”
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PART I – FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS (UNAUDITED)

VENATOR MATERIALS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED AND COMBINED BALANCE SHEETS
(Unaudited)
(Dollars in millions, except par value)

June 30, 2018

December 31, 2017

ASSETS
Current assets:
Cash and cash equivalents(a)

$

Accounts receivable (net of allowance for doubtful accounts of $4 and $5, respectively) (a)

354

$

435

Accounts receivable from affiliates

238
380

4

12

491

454

Prepaid expenses

10

19

Other current assets

77

66

1,371

1,169

Inventories(a)

Total current assets
Property, plant and equipment, net(a)

1,316

1,367

Intangible assets, net(a)

18

20

Investment in unconsolidated affiliates

82

86

137

167

Deferred income taxes
Other noncurrent assets

37

Total assets

38

$

2,961

$

2,847

$

378

$

385

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable(a)
Accounts payable to affiliates
Accrued liabilities(a)
Current portion of debt(a)
Total current liabilities
Long-term debt
Deferred income taxes
Other noncurrent liabilities
Noncurrent payable to affiliates
Total liabilities

14

16

191

244

7

14

590

659

741

743

2

—

260

306

34

34

1,627

1,742

Commitments and contingencies (Notes 11 and 12)
Equity
Ordinary shares $0.001 par value, 200 shares authorized, 106 issued and outstanding, each
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total Venator Materials PLC shareholders' equity

—
1,311

341

67

(329)

(283)

1,325

Noncontrolling interest in subsidiaries
Total equity
$

Total liabilities and equity
(a)

—
1,313

1,095

9

10

1,334

1,105

2,961

$

2,847

At June 30, 2018 and December 31, 2017, $6 and $5 of cash and cash equivalents; $7 each of accounts receivable, net; $1 and $2 of inventories; $5 each of property, plant and
equipment, net; $16 and $17 of intangible assets, net; $1 each of accounts payable; $3 and $4 of accrued liabilities; and $2 each of current portion of debt, respectively, from
consolidated variable interest entities are included in the respective balance sheet captions above. See "Note 5. Variable Interest Entities."
See notes to unaudited condensed consolidated and combined financial statements.
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VENATOR MATERIALS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS
(Unaudited)
Three months ended
June 30,
(Dollars in millions, except per share amounts)

2018

Trade sales, services and fees, net

$

Cost of goods sold

Six months ended
June 30,

2017

626

$

2018

562

$

2017

1,248

$

1,099

193

480

647

945

107

Operating expenses:
Selling, general and administrative (includes corporate allocations from Huntsman Corporation of nil, $28, nil and
$52, respectively)

56

57

110

Restructuring, impairment, and plant closing and transition costs

136

7

145

33

Other income, net

(10)

(40)

(13)

(30)

Total operating expenses

182

24

242

110

Operating income

251

58

359

44

Interest expense

(14)

(10)

(27)

(24)

Interest income

4

1

7

3

Other income

2

1

4

2

243

50

343

25

Income tax expense

(45)

(16)

(65)

(12)

Income from continuing operations

198

34

278

13

—

—

—

8

198

34

278

21

Income from continuing operations before income taxes

Income from discontinued operations, net of tax
Net income
Net income attributable to noncontrolling interests

(2)

Net income attributable to Venator

(3)

(4)

(6)

$

196

$

31

$

274

$

15

$

1.84

$

0.29

$

2.58

$

0.06

Basic earnings per share:
Income from continuing operations attributable to Venator Materials PLC ordinary shareholders
Income from discontinued operations attributable to Venator Materials PLC ordinary shareholders
Net income attributable to Venator Materials PLC ordinary shareholders

—

—

—

0.08

$

1.84

$

0.29

$

2.58

$

0.14

$

1.84

$

0.29

$

2.57

$

0.06

Diluted earnings per share:
Income from continuing operations attributable to Venator Materials PLC ordinary shareholders
Income from discontinued operations attributable to Venator Materials PLC ordinary shareholders

—
$

Net income attributable to Venator Materials PLC ordinary shareholders

1.84

See notes to unaudited condensed consolidated and combined financial statements.
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VENATOR MATERIALS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
Three months ended
June 30,
(Dollars in millions)

2018

Net income

$

Six months ended
June 30,

2017

198

$

2018
34

$

2017

278

$

21

Other comprehensive (loss) income, net of tax:
Foreign currency translation adjustment

(115)

74

(58)

79

4

24

7

28

12

—

5

(99)

98

(46)

107

Comprehensive income

99

132

232

128

Comprehensive income attributable to noncontrolling interest

(2)

Pension and other postretirement benefits adjustments
Hedging instruments
Total other comprehensive (loss) income, net of tax

$

Comprehensive income attributable to Venator

97

See notes to unaudited condensed consolidated and combined financial statements.

5

(3)
$

129

—

(4)
$

228

(6)
$

122

Table of Contents

VENATOR MATERIALS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF EQUITY
(Unaudited)
Total Venator Materials PLC Equity
Parent's Net
Investment and
Advances

(Dollars in millions)
Balance, January 1, 2018

$

Additional
Paid-in
Capital

Ordinary
Shares

—

$

—

$

1,311

Retained
Earnings
$

67

Net income

—

—

—

274

Net changes in other comprehensive loss

—

—

—

Dividends paid to noncontrolling
interests

—

—

Activity related to stock plans

—

—

Balance, June 30, 2018

$

—

(Dollars in millions)

Parent's Net
Investment and
Advances

Balance, January 1, 2017

$

$

—

$

Noncontrolling
Interest in
Subsidiaries

Accumulated Other
Comprehensive Loss
$

(283)

$

10

Total
$

1,105

—

4

278

—

(46)

—

(46)

—

—

—

(5)

(5)

2

—

—

—

1,313

$

341

$

(329)

$

9

2
$

1,334

Total Venator Materials PLC Equity

588

Additional
Paid-in
Capital

Ordinary
Shares
$

—

$

—

Retained
Earnings
$

Noncontrolling
Interest in
Subsidiaries

Accumulated Other
Comprehensive Loss
—

$

(423)

$

12

Total
$

177

Net income

15

—

—

—

—

6

21

Net changes in other comprehensive
income

—

—

—

—

107

—

107

Dividends paid to noncontrolling
interests

—

—

—

—

—

Net changes in parent’s net investment
and advances
Balance, June 30, 2017

807
$

1,410

—
$

—

—
$

—

—
$

—

—
$

See notes to unaudited condensed consolidated and combined financial statements.
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VENATOR MATERIALS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS
(Unaudited)
Six months ended June 30,
(Dollars in millions)

2018

2017

Operating Activities:
Net income

$

Income from discontinued operations, net of tax

278

$

21

—

(8)

Depreciation and amortization

69

59

Deferred income taxes

28

1

Adjustments to reconcile net income to net cash provided by operating activities:

Noncash restructuring and impairment charges
Insurance proceeds for business interruption, net of gain on recovery
Noncash interest expense
Noncash (loss) gain on foreign currency transactions
Other, net

133

6

—

28

1

20

(3)

6

4

4

Changes in operating assets and liabilities:
Accounts receivable

(56)

(156)

Inventories

(46)

12

Prepaid expenses
Other current assets
Other noncurrent assets

9

2

(14)

(4)

(1)

2

Accounts payable

(17)

(7)

Accrued liabilities

(59)

—

Other noncurrent liabilities

(21)

(16)

305

(30)

Net cash provided by (used in) operating activities from continuing operations
Net cash provided by operating activities from discontinued operations

—

Net cash provided by (used in) operating activities

1

305

(29)

(167)

(40)

Investing Activities:
Capital expenditures
Insurance proceeds for recovery of property damage

—

50

Net advances to affiliates

—

91

Repayment of government grant

—

(5)

Cash received from unconsolidated affiliates

14

27

Investment in unconsolidated affiliates

(9)

Net cash (used in) provided by investing activities from continuing operations

(19)

(162)

Net cash used in investing activities from discontinued operations

104

—

Net cash (used in) provided by investing activities

(1)

(162)

103

Financing Activities:
Repayment of third-party debt

(9)

(5)

Net repayments on affiliate accounts payable

—

(60)

Dividends paid to noncontrolling interests

(5)

(6)

(14)

(71)

Effect of exchange rate changes on cash

(13)

1

Net change in cash and cash equivalents, including discontinued operations

116

4

Cash and cash equivalents at beginning of period, including discontinued operations

238

30

Net cash used in financing activities

354

$

34

Cash paid for interest

25

$

2

Cash paid for income taxes

20

Cash and cash equivalents at end of period, including discontinued operations

$

Supplemental cash flow information:
4

Supplemental disclosure of noncash activities:
Capital expenditures included in accounts payable as of June 30, 2018 and 2017, respectively

49

Settlement of long-term notes payable/notes receivable with affiliates

—

See notes to unaudited condensed consolidated and combined financial statements.
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VENATOR MATERIALS PLC AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
Note 1. General, Description of Business, Recent Developments and Basis of Presentation
General
For convenience in this report, the terms “our,” “us,” “we” or “Venator” may be used to refer to Venator Materials PLC and, unless the context
otherwise requires, its subsidiaries.
Description of Business
Venator operates in two segments: Titanium Dioxide and Performance Additives. The Titanium Dioxide segment manufactures and sells primarily
TiO2 , and operates eight TiO2 manufacturing facilities across the globe, predominantly in Europe. The Performance Additives segment manufactures and sells
functional additives, color pigments, timber treatment and water treatment chemicals. This segment operates 17 color pigments, functional additives, water
treatment and timber treatment manufacturing and processing facilities in Europe, North America, Asia and Australia.
In conjunction with our IPO completed on August 8, 2017, we entered into a separation agreement to effect the separation of the Titanium Dioxide
and Performance Additives businesses from Huntsman. This arrangement is referred to herein as the "separation."
Recent Developments
Potential Ashtabula Complex Acquisition
On July 16, 2018, we announced that we reached an agreement with Tronox Limited (“Tronox”) to purchase the European paper laminates business
(the “8120 Grade”) from Tronox upon the closing of their proposed merger with The National Titanium Dioxide Company Limited ("Cristal"). In connection
with the acquisition, Tronox would supply the 8120 Grade to us under a Transitional Supply Agreement until the transfer of the manufacturing of the 8120
Grade to our Greatham, U.K. facility has been completed.
Additionally, we announced that we entered into an agreement with Tronox providing, among other things, that the parties will engage in exclusive
negotiations until September 29, 2018 and use our respective best efforts to achieve a definitive agreement for the purchase by us of the Ashtabula, Ohio
complex currently owned by Cristal if a divestiture of the Ashtabula complex is required for Tronox to obtain approval for its proposed merger with Cristal.
Pori Fire
On January 30, 2017, our TiO2 manufacturing facility in Pori, Finland experienced fire damage and we continue to repair the facility. The loss was
covered by insurance for property damage as well as business interruption losses subject to retained deductibles of $15 million and 60 days, respectively.
On April 13, 2018 we received a final payment from our insurers of €191 million, or $236 million, bringing our total insurance receipts to €468
million, or $551 million, which was the limit of our insurance proceeds. We elected to receive the insurance proceeds in Euro in order to match the currency
of the related business interruption losses and capital expenditures resulting from the Pori fire. For the six months ended June 30, 2018, we received €243
million, or $298 million, of insurance proceeds, while €225 million, or $253 million, was received during 2017.
During the second quarter of 2018, in conjunction with the receipt of the final payment from our insurers, we recorded $325 million of income in
cost of goods sold in our consolidated statement of operations, which related to the losses incurred to date and yet to be incurred. We recorded $371 million
of income related to property damage and business interruption insurance recoveries for the six months ended June 30, 2018 while $84 million was
recognized for the six months ended June 30, 2017. Nil and $68 million was reported in accrued liabilities as of June 30, 2018 and December 31, 2017,
respectively.
8
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We recorded a loss of $5 million and $17 million for cleanup and other non-capital reconstruction costs in cost of goods sold for the six months
ended June 30, 2018 and 2017, respectively. We recorded a loss of $31 million for the write-off of fixed assets and lost inventory in cost of goods sold in our
consolidated and combined statements of operations for the six months ended June 30, 2017.
Basis of Presentation
Venator’s unaudited condensed consolidated and combined financial statements have been prepared in accordance with generally accepted
accounting principles in the United States (“GAAP” or “U.S. GAAP”). Prior to the separation, Venator’s operations were included in Huntsman’s financial
results in different legal forms, including but not limited to: (1) wholly-owned subsidiaries for which the Titanium Dioxide and Performance Additives
businesses were the sole businesses; (2) legal entities which are comprised of other businesses and include the Titanium Dioxide and Performance Additives
businesses; and (3) variable interest entities in which the Titanium Dioxide and Performance Additives and other businesses are the primary beneficiaries.
The unaudited condensed consolidated and combined financial statements include all revenues, costs, assets, liabilities and cash flows directly attributable
to Venator, as well as allocations of direct and indirect corporate expenses, which are based upon an allocation method that in the opinion of management is
reasonable. Such corporate cost allocation transactions between Venator and Huntsman have been considered to be effectively settled for cash in the
unaudited condensed consolidated and combined financial statements at the time the transaction is recorded and the net effect of the settlement of these
intercompany transactions is reflected in the unaudited condensed consolidated and combined statements of cash flows as a financing activity. Because the
historical unaudited condensed consolidated and combined financial information for the periods indicated reflect the combination of these legal entities
under common control, the historical unaudited condensed consolidated and combined financial information includes the results of operations of other
Huntsman businesses that are not a part of our operations after the separation. We report the results of those other businesses as discontinued operations.
Please see “Note 15. Discontinued Operations.”
For purposes of these unaudited condensed consolidated and combined financial statements, all significant transactions with Huntsman
International have been included in group equity. All intercompany transactions within the consolidated and combined business have been eliminated.
Prior to the separation, Huntsman's executive, information technology, EHS and certain other corporate departments performed certain
administrative and other services for Venator. Additionally, Huntsman performed certain site services for Venator. Expenses incurred by Huntsman and
allocated to Venator were determined based on specific services provided or are allocated based on Venator’s total revenues, total assets, and total employees
in proportion to those of Huntsman. Management believes that such expense allocations are reasonable. Corporate allocations include allocated selling,
general, and administrative expenses of nil and $28 million for the three months ended June 30, 2018 and 2017, respectively, and nil and $52 million for the
six months ended June 30, 2018 and 2017, respectively.
In the notes to unaudited condensed consolidated and combined financial statements, all dollar and share amounts in tabulations are in millions
unless otherwise indicated.
Note 2. Recently Issued Accounting Pronouncements
Accounting Pronouncements Adopted During the Period
In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) No. 2014-09, Revenue from
Contracts with Customers (Topic 606). This ASU along with subsequently issued amendments, outline a single comprehensive model for entities to use in
accounting for revenues arising from contracts with customers and supersedes most previously issued revenue recognition guidance. Under this guidance,
revenue is recognized at the time a good or service is transferred to a customer for the amount of consideration received. These ASUs are effective for annual
reporting periods beginning after December 15, 2017, including interim periods within that reporting period. We adopted these ASUs effective January 1,
2018 and we have elected the modified retrospective approach as the transition method. As a result of the adoption of these amendments, we revised our
accounting policy for revenue recognition as detailed in “Note 3. Revenue,” and, except for the changes noted in "Note 3. Revenue" no
9
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material changes have been made to our significant policies disclosed in "Note 1. Description of Business, Recent Developments, Basis of Presentation and
Summary of Significant Accounting Policies" of our Annual Report on Form 10-K, filed on February 23, 2018, for the year ended December 31, 2017. The
adoption of these ASUs did not have a significant impact on our unaudited condensed consolidated and combined financial statements.
In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments. The amendments in this ASU clarify and include specific guidance to address diversity in how certain cash receipts and cash payments are
presented and classified in the statement of cash flows. The amendments in this ASU are effective for fiscal years, and interim periods within those fiscal
years, beginning after December 15, 2017. Early adoption is permitted, including adoption in an interim period. The amendments in this ASU should be
applied using a retrospective transition method to each period presented. We adopted the amendments of this ASU effective January 1, 2018, and the initial
adoption of the amendment in this ASU did not impact on our unaudited condensed consolidated and combined financial statements.
In March 2017, the FASB issued ASU No. 2017-07, Compensation—Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic
Pension Cost and Net Periodic Postretirement Benefit Cost. The amendments in this ASU require that an employer report the service cost component of net
periodic pension cost and net periodic postretirement benefit cost in the same line items as other compensation costs arising from services rendered by the
pertinent employees during the period. The other components of net benefit cost are required to be presented in the income statement separately from the
service cost component and outside of income from operations. The amendments in this ASU also allow only the service cost component to be eligible for
capitalization when applicable (for example, as a cost of internally manufactured inventory or a self-constructed asset). The amendments in this ASU are
effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. The amendments in this ASU should be
applied retrospectively for the presentation of the service cost component and the other components of net periodic pension cost and net periodic
postretirement benefit cost in the income statement and prospectively, on and after the effective date, for the capitalization of the service cost component of
net periodic pension cost and net periodic postretirement benefit cost in assets. We adopted the amendments of this ASU effective January 1, 2018, which
impacted the presentation of our financial statements. Our historical presentation of service cost components was consistent with the amendments in this
ASU. The other components of net periodic pension and postretirement benefit costs are presented within other nonoperating income, whereas we historically
presented these within cost of goods sold and selling, general and administrative expenses. As a result of the retrospective adoption of this ASU, for the three
and six months ending June 30, 2017, cost of goods sold increased by $1 million and $3 million, respectively, selling, general and administrative expenses
decreased by nil and $1 million, respectively, and other income increased by $1 million and $2 million, respectively, within our unaudited condensed
consolidated and combined statements of operations.
In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging
Activities. The amendments in this ASU better align an entity’s risk management activities and financial reporting for hedging relationships through changes
to both the designation and measurement guidance for qualifying hedging relationships as well as the recognition and presentation of the effects of the
hedging instrument and the hedged item in the financial statements to increase the understandability of the results of an entity’s intended hedging strategies.
The amendments in this ASU also include certain targeted improvements to ease the application of current guidance related to the assessment of hedge
effectiveness. The amendments in this ASU are effective for fiscal years beginning after December 15, 2018, including interim periods within those fiscal
years. Early application is permitted in any interim period after the issuance of this ASU. Transition requirements and elections should be applied to hedging
relationships existing on the date of adoption. For cash flow and net investment hedges, an entity should apply a cumulative-effect adjustment related to
eliminating the separate measurement of ineffectiveness, and the amended presentation and disclosure guidance is required only prospectively. We adopted
the amendments of this ASU effective January 1, 2018, and the initial adoption of the amendment in this ASU did not impact on our unaudited condensed
consolidated and combined financial statements.
Accounting Pronouncements Pending Adoption in Future Periods
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The amendments in this ASU will increase transparency and
comparability among entities by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing
arrangements. The amendments in this ASU will require lessees to
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recognize in the statement of financial position a liability to make lease payments (the lease liability) and a right-of-use asset representing its right to use the
underlying asset for the lease term. The amendments in this ASU are effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2018. Early application of the amendments in this ASU is permitted for all entities. Reporting entities are required to recognize and measure
leases under these amendments at the beginning of the earliest period presented using a modified retrospective approach. We are currently evaluating the
impact of the adoption of the amendments in this ASU on our financial statements and believe, based on our preliminary assessment, that we will record
significant additional right-of-use assets and lease obligations.
In February 2018, the FASB issued ASU No. 2018-02, Income Statement—Reporting Comprehensive Income (Topic 220). This standard provides an
option to reclassify stranded tax effects within accumulated other comprehensive income (loss) to retained earnings due to the U.S. federal corporate income
tax rate change in the Tax Cuts and Jobs Act of 2017 (the "Tax Act"). This standard is effective for interim and annual reporting periods beginning after
December 15, 2018, and early adoption is permitted. We have not completed our assessment, but we do not anticipate this will have a material impact on our
unaudited consolidated and combined statement of comprehensive income.
Note 3. Revenue
We account for revenues from contracts with customers under ASC 606, Revenue from Contracts with Customers, which became effective January 1,
2018. As part of the adoption of ASC 606, we applied the new standard on a modified retrospective basis analyzing open contracts as of January 1, 2018.
However, no cumulative effect adjustment to retained earnings was necessary as no revenue recognition differences were identified when comparing the
revenue recognition criteria under ASC 606 to previous requirements.
We generate substantially all of our revenues through sales of inventory in the open market and via long-term supply agreements. Revenue is
recognized when the performance obligations under the terms of our contracts are satisfied. Generally, this occurs at the time of shipping at which point the
control of the goods transfers to the customer. Further, in determining whether control has transferred, we consider if there is a present right to payment and
legal title, along with risks and rewards of ownership having transferred to the customer. Revenue is measured as the amount of consideration we expect to
receive in exchange for transferred goods. Sales, value-added, and other taxes we collect concurrent with revenue-producing activities are excluded from
revenue. Incidental items that are immaterial in the context of the contract are recognized as expense. We have elected to account for all shipping and
handling activities as fulfillment costs. We recognize these costs for shipping and handling when control over products have transferred to the customer as an
expense in cost of goods sold. We have also elected to expense commissions when incurred as the amortization period of the commission asset that we would
have otherwise recognized is less than one year.
The following table disaggregates our revenue by major geographical region for the three and six months ended June 30, 2018:
For the Three Months Ended June 30, 2018
Performance
Additives

Titanium Dioxide

For the Six Months Ended June 30, 2018

Total

Performance
Additives

Titanium Dioxide

Total

North America

$

$

78
59
30
4

$

158
288
126
54

$

151
470
192
98

$

155
117
57
8

$

Europe
Asia
Other
Total Revenues

80
229
96
50

306
587
249
106

$

455

$

171

$

626

$

911

$

337

$

1,248

The following table disaggregates our revenue by major product line for the three and six months ended June 30, 2018:
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For the Three Months Ended June 30, 2018
Performance
Additives

Titanium Dioxide

For the Six Months Ended June 30, 2018

Total

Performance
Additives

Titanium Dioxide

Total

TiO2

$

$

—
84
39
41
7

$

455
84
39
41
7

$

911
—
—
—
—

$

—
166
80
78
13

$

Color Pigments
Functional Additives
Timber Treatment
Water Treatment
Total Revenues

455
—
—
—
—

911
166
80
78
13

$

455

$

171

$

626

$

911

$

337

$

1,248

Substantially all of our revenue is generated through inventory sales in which revenue is recognized at a point in time. At contract inception, we
assess the goods promised in our contracts and identify a performance obligation for each promise to transfer to the customer a good that is distinct. In
substantially all cases, a contract has a single performance obligation to deliver a promised good to the customer.
The amount of consideration we receive and revenue we recognize is based upon the terms stated in the sales contract, which may contain variable
consideration such as discounts or rebates. We also give our customers a limited right to return products that have been damaged, do not satisfy their
specifications, or other specific reasons. Payment terms on product sales to our customers typically range from 30 days to 90 days, although certain
exceptions exist where standard payment terms are exceeded, these instances are infrequent and do not exceed one year. Discounts are allowed for some
customers for early payment or if a certain volume is met. As our standard payment terms are less than one year, we have elected to not assess whether a
contract has a significant financing component. In order to estimate the applicable variable consideration at the time of revenue recognition, we use historical
and current trend information to estimate the amount of discounts, rebates, or returns to which customers are likely to be entitled. Historically, actual discount
or rebate adjustments relative to those estimated and accrued at the point of which revenue is recognized have not materially differed.
Note 4. Inventories
Inventories are stated at the lower of cost or market, with cost determined using first-in, first-out and average cost methods for different components
of inventory. Inventories at June 30, 2018 and December 31, 2017 consisted of the following:
June 30, 2018

December 31, 2017

Raw materials and supplies
Work in process
Finished goods

$

159
58
274

$

149
46
259

Total

$

491

$

454

Note 5. Variable Interest Entities
We evaluate our investments and transactions to identify variable interest entities for which we are the primary beneficiary. We hold a variable
interest in the following joint ventures for which we are the primary beneficiary:
• Pacific Iron Products Sdn Bhd is our 50%-owned joint venture with Coogee Chemicals that manufactures products for Venator. It was determined
that the activities that most significantly impact its economic performance are raw material supply, manufacturing and sales. In this joint venture
we supply all the raw materials through a fixed cost supply contract, operate the manufacturing facility and market the products of the joint
venture to customers. Through a fixed price raw materials supply contract with the joint venture we are exposed to the risk related to the
fluctuation of raw material pricing. As a result, we concluded that we are the primary beneficiary.
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• Viance, LLC ("Viance") is our 50%-owned joint venture with Dow Chemical Company. Viance markets timber treatment products for Venator. We
have determined that the activity that most significantly impacts Viance’s economic performance is manufacturing. The joint venture sources all
of its products through a contract manufacturing arrangement at our Harrisburg, North Carolina facility and we bear a disproportionate amount of
working capital risk of loss due to the supply arrangement whereby we control manufacturing on Viance’s behalf. As a result, we concluded that
we are the primary beneficiary.
Creditors of these entities have no recourse to Venator’s general credit. As the primary beneficiary of these variable interest entities at June 30, 2018,
the joint ventures’ assets, liabilities and results of operations are included in Venator’s condensed consolidated and combined financial statements.
The revenues, income from continuing operations before income taxes and net cash provided by operating activities for our variable interest entities
for the three and six months ended June 30, 2018 and 2017 are as follows:
Three months ended
June 30,
2018

Revenues
Income from continuing operations before income taxes
Net cash provided by operating activities

$

Six months ended
June 30,

2017

35
5
3

$

2018

32
5
7

$

2017

66
9
12

$

66
12
14

Note 6. Restructuring, Impairment, and Plant Closing and Transition Costs
Venator has initiated various restructuring programs in an effort to reduce operating costs and maximize operating efficiency. As of June 30, 2018
and December 31, 2017, accrued restructuring and plant closing and transition costs by type of cost and initiative consisted of the following:
Workforce
reductions(1)

Other restructuring
costs

Total(2)

Accrued liabilities as of December 31, 2017
2018 charges for 2017 and prior initiatives
2018 charges for 2018 initiatives
2018 payments for 2017 and prior initiatives
2018 payments for 2018 initiatives
Foreign currency effect on liability balance

$

34
3
1
(10)
—
(1)

$

—
8
—
(8)
—
—

$

34
11
1
(18)
—
(1)

Accrued liabilities as of June 30, 2018

$

27

$

—

$

27

(1)
(2)

The total workforce reduction reserves of $27 million relate to the termination of 174 positions, of which zero positions had been terminated as of
June 30, 2018.
Accrued liabilities remaining at June 30, 2018 and December 31, 2017 by year of initiatives were as follows:
June 30, 2018

December 31, 2017

2016 initiatives and prior
2017 initiatives
2018 initiatives

$

7
19
1

$

9
25
—

Total

$

27

$

34
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Details with respect to our reserves for restructuring and plant closing and transition costs are provided below by segment and initiative:
Titanium Dioxide

Performance Additives

Accrued liabilities as of December 31, 2017
2018 charges for 2017 and prior initiatives
2018 charges for 2018 initiatives
2018 payments for 2017 and prior initiatives
2018 payments for 2018 initiatives
Foreign currency effect on liability balance

$

30
11
—
(15)
—
(1)

$

4
—
1
(3)
—
—

$

34
11
1
(18)
—
(1)

Accrued liabilities as of June 30, 2018

$

25

$

2

$

27

Current portion of restructuring reserves
Long-term portion of restructuring reserve

17
8

Total

2
—

19
8

Details with respect to cash and noncash restructuring charges and impairment of assets for the three and six months ended June 30, 2018 and 2017
by initiative are provided below:
Three months ended

Six months ended

June 30, 2018

June 30, 2018

Cash charges
Accelerated depreciation
Other noncash charges

$

6
129
1

$

12
132
1

Total 2018 Restructuring, Impairment and Plant Closing and Transition Costs

$

136

$

145

Three months ended

Six months ended

June 30, 2017

June 30, 2017

Cash charges
Impairment of assets
Other noncash charges

$

4
3
—

$

27
3
3

Total 2017 Restructuring, Impairment and Plant Closing and Transition Costs

$

7

$

33

Restructuring Activities
In December 2014, we implemented a comprehensive restructuring program to improve the global competitiveness of our Titanium Dioxide and
Performance Additives segments. As part of the program, we are reducing our workforce by approximately 900 positions. In connection with this restructuring
program, we recorded restructuring expense of nil for the three and six months ended June 30, 2018, each.
In July 2016, we announced plans to close our Umbogintwini, South Africa TiO2 manufacturing facility. As part of the program, we recorded
restructuring expense of approximately $1 million and $2 million for the three and six months ended June 30, 2018, respectively. We expect to incur
additional charges of approximately $12 million through the end of 2022.
In March 2017, we announced a plan to close the white end finishing and packaging operation of our TiO2 manufacturing facility at our Calais,
France site. The announced plan follows the 2015 closure of the black end manufacturing operations and would result in the closure of the entire facility. In
connection with this closure, we recorded restructuring expense of $4 million and $9 million for the three and six months ended June 30, 2018, respectively.
We expect to incur additional charges of approximately $44 million through the end of 2022.
In September 2017, we announced a plan to close our St. Louis and Easton manufacturing facilities. As part of the program, we recorded
restructuring expense of approximately $5 million and $8 million related to accelerated
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depreciation for the three and six months ended June 30, 2018, respectively. We expect to incur $7 million of accelerated depreciation through the end of
2018.
In May 2018, we implemented a plan to close portions of our Color Pigments manufacturing facility in Augusta, Georgia. As part of the program, we
recorded restructuring expense of $127 million for the three and six months ended June 30, 2018, each, of which $125 million related to accelerated
depreciation, $1 million related to other noncash charges and $1 million related to cash charges. We expect to incur additional charges of approximately $2
million through the end of 2019.
Note 7. Debt
Outstanding debt, net of debt issuance costs of $12 million, consisted of the following:
June 30, 2018

Senior Notes
Term Loan Facility
Other

$

Total debt
Less: short-term debt and current portion of long-term debt

December 31, 2017

370
366
12

$

748
7
$

Total long-term debt

741

370
367
20
757
14

$

743

The estimated fair value of the Senior Notes was $359 million and $396 million as of June 30, 2018 and December 31, 2017, respectively. The
estimated fair value of the Term Loan Facility was $375 million and $378 million as of June 30, 2018 and December 31, 2017, respectively. The estimated
fair values of the Senior Notes and the Term Loan Facility are based upon quoted market prices (Level 1).
The weighted average interest rate on our outstanding balances under the Senior Notes and Term Loan Facility as of June 30, 2018 and
December 31, 2017 was approximately 5% each.
Senior Notes
On July 14, 2017, our subsidiaries Venator Finance S.à.r.l. and Venator Materials LLC (the “Issuers”) entered into an indenture in connection with
the issuance of the Senior Notes. The Senior Notes are general unsecured senior obligations of the Issuers and are guaranteed on a general unsecured senior
basis by Venator and certain of Venator’s subsidiaries. The indenture related to the Senior Notes imposes certain limitations on the ability of Venator and
certain of its subsidiaries to, among other things, incur additional indebtedness secured by any principal properties, incur indebtedness of non-guarantor
subsidiaries, enter into sale and leaseback transactions with respect to any principal properties and consolidate or merge with or into any other person or
lease, sell or transfer all or substantially all of its properties and assets. The Senior Notes bear interest of 5.75% per year payable semi-annually and will
mature on July 15, 2025. The Issuers may redeem the Senior Notes in whole or in part at any time prior to July 15, 2020 at a price equal to 100% of the
principal amount thereof plus accrued and unpaid interest, if any, and an early redemption premium, calculated on an agreed percentage of the outstanding
principal amount, providing compensation on a portion of foregone future interest payables. The Senior Notes will be redeemable in whole or in part at any
time on or after July 15, 2020 at the redemption prices set forth in the indenture, plus accrued and unpaid interest, if any, up to, but not including, the
redemption date. In addition, at any time prior to July 15, 2020, the Issuers may redeem up to 40% of the aggregate principal amount of the Senior Notes with
an amount not greater than the net cash proceeds of certain equity offerings or contributions to Venator’s equity at 105.75% of the principal amount thereof,
plus accrued and unpaid interest, if any, to, but not including, the redemption date. Upon the occurrence of certain change of control events (other than the
separation), holders of the Venator Notes will have the right to require that the Issuers purchase all or a portion of such holder’s Senior Notes in cash at a
purchase price equal to 101% of the principal amount thereof plus accrued and unpaid interest, if any, to the date of repurchase.
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Senior Credit Facilities
On August 8, 2017, we entered into the Senior Credit Facilities that provide for first lien senior secured financing of up to $675 million, consisting
of:
• the Term Loan Facility in an aggregate principal amount of $375 million, with a maturity of seven years; and
• the ABL Facility in an aggregate principal amount of up to $300 million, with a maturity of five years.
The Term Loan Facility will amortize in aggregate annual amounts equal to 1% of the original principal amount of the Term Loan Facility, payable
quarterly commencing in the fourth quarter of 2017.
Availability to borrow under the $300 million of commitments under the ABL Facility is subject to a borrowing base calculation comprised of
accounts receivable and inventory in U.S., Canada, the U.K., Germany and accounts receivable in France and Spain, that fluctuate from time to time and may
be further impacted by the lenders’ discretionary ability to impose reserves and availability blocks that might otherwise incrementally increase borrowing
availability. As a result, the aggregate amount available for extensions of credit under the ABL Facility at any time is the lesser of $300 million and the
borrowing base calculated according to the formula described above minus the aggregate amount of extensions of credit outstanding under the ABL Facility
at such time.
Borrowings under the Term Loan Facility bear interest at a rate equal to, at Venator’s option, either (a) a London Interbank Offering Rate (“LIBOR”)
based rate determined by reference to the costs of funds for Eurodollar deposits for the interest period relevant to such borrowing, adjusted for certain
additional costs subject to an interest rate floor to be agreed or (b) a base rate determined by reference to the highest of (i) the rate of interest per annum
determined from time to time by JPMorgan Chase Bank, N.A. as its prime rate in effect at its principal office in New York City, (ii) the federal funds rate plus
0.50% per annum and (iii) the one-month adjusted LIBOR plus 1.00% per annum, in each case plus an applicable margin to be agreed upon. Borrowings
under the ABL Facility bear interest at a variable rate equal to an applicable margin based on the applicable quarterly average excess availability under the
ABL Facility plus either a LIBOR or a base rate. The applicable margin percentage is calculated and established once every three calendar months and varies
from 150 to 200 basis points for LIBOR loans depending on the quarterly average excess availability under the ABL Facility for the immediately preceding
three month period.
Guarantees
All obligations under the Senior Credit Facilities are guaranteed by Venator and substantially all of our subsidiaries (the “Guarantors”), and are
secured by substantially all of the assets of Venator and the Guarantors, in each case subject to certain exceptions. Lien priority as between the Term Loan
Facility and the ABL Facility with respect to the collateral will be governed by an intercreditor agreement.
Cash Pooling Program
Prior to the separation, Venator addressed cash flow needs by participating in a cash pooling program with Huntsman. Cash pooling transactions
were recorded as either amounts receivable from affiliates or amounts payable to affiliates and are presented as “Net advances to affiliates” and “Net
borrowings on affiliate accounts payable” in the investing and financing sections, respectively, in the unaudited condensed consolidated and combined
statements of cash flows. Interest income was earned if an affiliate was a net lender to the cash pool and paid if an affiliate was a net borrower from the cash
pool based on a variable interest rate determined historically by Huntsman. Venator exited the cash pooling program prior to the separation and all
receivables and payables generated through the cash pooling program were settled in connection with the separation.
Notes Receivable and Payable of Venator to Huntsman
Substantially all Huntsman receivables or payables were eliminated in connection with the separation, other than a payable to Huntsman for a
liability pursuant to the Tax Matters Agreement dated August 7, 2017, by and among Venator Materials PLC and Huntsman (the “Tax Matters Agreement”)
entered into at the time of the separation which
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has been presented as “Noncurrent payable to affiliates” on our unaudited condensed consolidated and combined balance sheet. See “Note 9. Income Taxes”
for further discussion.
A/R Programs
Certain of our entities participated in the accounts receivable securitization programs ("A/R Programs") sponsored by Huntsman International. Under
the A/R Programs, such entities sold certain of their trade receivables to Huntsman International. Huntsman International granted an undivided interest in
these receivables to a special purpose entity, which served as security for the issuance of debt of Huntsman International. On April 21, 2017, Huntsman
International amended its accounts receivable securitization facilities, which, among other things, removed existing receivables sold into the program by
Venator and at which time we discontinued our participation in the A/R Programs.
The entities’ allocated losses on the A/R Programs for the three and six months ended June 30, 2017 was nil and $1 million, respectively. The
allocation of losses on sale of accounts receivable is based upon the pro-rata portion of total receivables sold into the securitization program as well as other
program and interest expenses associated with the A/R Programs.
Note 8. Derivative Instruments and Hedging Activities
To reduce cash flow volatility from foreign currency fluctuations, we enter into forward and swap contracts to hedge portions of cash flows of certain
foreign currency transactions. We do not use derivative financial instruments for trading or speculative purposes.
In December 2017, we entered into three cross-currency swap agreements to convert a portion of our intercompany fixed-rate, U.S. dollar
denominated notes, including the semi-annual interest payments and the payment of remaining principal at maturity, to a fixed-rate, Euro denominated debt.
The economic effect of the swap agreement was to eliminate the uncertainty of the cash flows in U.S. Dollars associated with the notes by fixing the principle
amount at €169 million with a fixed annual rate of 3.43%. These hedges have been designated as cash flow hedges and the critical terms of the cross-currency
swap agreements correspond to the underlying hedged item. These swaps mature in July 2022, which is our best estimate of the repayment date of these
intercompany loans. The amount and timing of the semi-annual principle payments under the cross-currency swap also correspond with the terms of the
intercompany loans. Gains and losses from these hedges offset the changes in the value of interest and principal payments as a result of changes in foreign
exchange rates.
We formally assessed the hedging relationship at the inception of the hedge in order to determine whether the derivatives that are used in the
hedging transactions are highly effective in offsetting cash flows of the hedged item and we will continue to assess the relationship on an ongoing basis. We
use the hypothetical derivative method in conjunction with regression analysis to measure effectiveness of our cross-currency swap agreement. The portion of
the hedge that is ineffective will be recorded in earnings in other income. We did not record any ineffectiveness during 2018.
The effective portion of the changes in the fair value of the swaps are deferred in other comprehensive loss and subsequently recognized in other
income, net in the unaudited condensed consolidated and combined statements of operations when the hedged item impacts earnings. Cash flows related to
our cross currency swap that relate to our periodic interest settlement will be classified as operating activities and the cash flows that relates to principal
balances will be designated as financing activities. The fair value of these hedges was nil and $5 million at June 30, 2018 and December 31, 2017,
respectively, and was recorded as other long-term liabilities on our unaudited condensed consolidated and combined balance sheets. We estimate the fair
values of our cross currency swaps by taking into consideration valuations obtained from a third-party valuation service that utilizes an income-based
industry standard valuation model for which all significant inputs are observable either directly or indirectly. These inputs include foreign currency
exchange rates, credit default swap rates and cross-currency basis swap spreads. The cross currency swap has been classified as Level 2 because the fair value
is based upon observable market-based inputs or unobservable inputs that are corroborated by market data.
For the six months ended June 30, 2018, the change in accumulated other comprehensive loss associated with these cash flow hedging activities was
a gain of approximately $5 million. As of June 30, 2018, accumulated
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comprehensive loss of nil is expected to be reclassified to earnings during the next twelve months. The actual amount that will be reclassified to earnings
over the next twelve months may vary from this amount due to changing market conditions.
We would be exposed to credit losses in the event of nonperformance by a counterparty to our derivative financial instruments. We continually
monitor our position and the credit rating of our counterparties, and we do not anticipate nonperformance by the counterparties.
Forward Currency Contracts Not Designated as Hedges
We transact business in various foreign currencies and we enter into currency forward contracts to offset the risk associated with the risks of foreign
currency exposure. At June 30, 2018 and December 31, 2017 we had approximately $93 million and $109 million, respectively, notional amount (in U.S.
dollar equivalents) outstanding in foreign currency contracts with a term of approximately one month. The contracts are valued using observable market rates
(Level 2).
Note 9. Income Taxes
Venator uses the asset and liability method of accounting for income taxes. Deferred income taxes reflect the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial and tax reporting purposes. We evaluate deferred tax assets to determine whether it is more
likely than not that they will be realized. Valuation allowances are reviewed on a tax jurisdiction basis to analyze whether there is sufficient positive or
negative evidence to support a change in judgment about the realizability of the related deferred tax assets for each jurisdiction. These conclusions require
significant judgment. In evaluating the objective evidence that historical results provide, we consider the cyclicality of Venator and cumulative income or
losses during the applicable period. Cumulative losses incurred over the period limits our ability to consider other subjective evidence such as our
projections for the future. Changes in expected future income in applicable tax jurisdictions could affect the realization of deferred tax assets in those
jurisdictions.
We recorded income tax expense of $45 million and $16 million for the three months ended June 30, 2018 and 2017, respectively, and income tax
expense of $65 million and $12 million for the six months ended June 30, 2018 and 2017, respectively. Our tax expense is significantly affected by the mix
of income and losses in tax jurisdictions in which we operate, as impacted by the presence of valuation allowances in certain tax jurisdictions.
For U.S. federal income tax purposes Huntsman will recognize a gain as a result of the internal restructuring and IPO to the extent the fair market
value of the assets associated with our U.S. businesses exceeded the basis of such assets for U.S. federal income tax purposes at the time of the separation. As a
result of such gain recognized, the basis of the assets associated with our U.S. businesses has increased. This basis step up gave rise to a deferred tax asset of
$36 million that we recognized for the year ended December 31, 2017.
Pursuant to the Tax Matters Agreement entered into at the time of the separation, we are required to make a future payment to Huntsman for any
actual U.S. federal income tax savings we recognize as a result of any such basis increase for tax years through December 31, 2028. It is currently estimated
(based on a value of our U.S. businesses derived from the IPO price of our ordinary shares and current tax rates) that the aggregate future payments required by
this provision are expected to be approximately $34 million. We recognized a noncurrent liability for this amount at December 31, 2017. Moreover, any
subsequent adjustment asserted by U.S. taxing authorities could increase the amount of gain recognized and the corresponding basis increase, and could
result in a higher liability for us under the Tax Matters Agreement.
On December 22, 2017, the U.S. government enacted the Tax Act into law. The Tax Act made broad and complex changes to the U.S. tax code that
will impact the Company, including but not limited to (1) a reduction of the U.S. federal corporate income tax rate from 35% to 21%, (2) immediate
expensing of certain qualified property, (3) limitations on the deductibility of interest expense and (4) the creation of the base erosion anti-abuse tax, a new
minimum tax.
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The Securities and Exchange Commission (the "SEC") staff issued Staff Accounting Bulletin No. 118 (“SAB 118”), which provides guidance on
accounting for the tax effects of the Tax Act. SAB 118 provides a measurement period that should not extend beyond one year from the Tax Act enactment
date for companies to complete the accounting under ASC 740. In accordance with SAB 118, a company must reflect the income tax effects of those aspects
of the Act for which the accounting under ASC 740 is complete. To the extent that a company’s accounting for certain income tax effects of the Tax Act is
incomplete but it is able to determine a reasonable estimate, it must record a provisional estimate in the financial statements. If a company cannot determine a
provisional estimate to be included in the financial statements, it should continue to apply ASC 740 on the basis of the provisions of the tax laws that were in
effect immediately before the enactment of the Tax Act.
For the year ended December 31, 2017 we recorded a provisional decrease to our net deferred tax assets of $3 million, with a corresponding net
deferred tax expense of $3 million. While we were able to make a reasonable estimate of the impact of the reduction in corporate rate, it may be affected by
other analyses related to the Tax Act, including, but not limited to, return to accrual adjustments including completion of computations and analysis of 2017
expenditures that qualify for immediate expensing.
For the period ended June 30, 2018 we have not made any additional measurement-period adjustments related to deferred taxes during the quarter as
we have not yet completed our accounting for the income tax effects of certain elements of the Tax Act. As we complete our analysis of the Tax Act, collect
and prepare necessary data, and interpret any additional guidance issued by the U.S. Treasury Department, the IRS, and other standard-setting bodies, we may
adjust the provisional amounts. Those adjustments may materially impact our provision for income taxes in the period in which the adjustments are made.
We expect to complete our accounting within the prescribed measurement period.
Note 10. Earnings Per Share
Basic earnings per share excludes dilution and is computed by dividing net income attributable to Venator ordinary shareholders by the weighted
average number of shares outstanding during the period. Diluted earnings per share reflects all potential dilutive ordinary shares outstanding during the
period and is computed by dividing net income available to Venator ordinary shareholders by the weighted average number of shares outstanding during the
period increased by the number of additional shares that would have been outstanding as dilutive securities. For the periods prior to our IPO, the average
number of ordinary shares outstanding used to calculate basic and diluted earnings per share was based on the ordinary shares that were outstanding at the
time of our IPO.
Basic and diluted earnings per share are determined using the following information:
Three months ended
June 30,
2018

Six months ended
June 30,

2017

2018

2017

Numerator:
Basic and diluted income from continuing operations:
Income from continuing operations attributable to Venator Materials PLC ordinary shareholders $
Basic and diluted income from discontinued operations:
Income from discontinued operations attributable to Venator Materials PLC ordinary
shareholders
Basic and diluted net income:
Net income attributable to Venator Materials PLC ordinary shareholders
Denominator:
Weighted average shares outstanding
Dilutive share-based awards
Total weighted average shares outstanding, including dilutive shares
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196

$

31

$

274

$

7

$

—

$

—

$

—

$

8

$

196

$

31

$

274

$

15

106.4
0.3

106.3
—

106.4
0.4

106.3
—

106.7

106.3

106.8

106.3
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For each of the three and six months ended June 30, 2018 and 2017, the number of anti-dilutive employee share-based awards excluded from the
computation of diluted EPS was not significant.
Note 11. Commitments and Contingencies
Legal Proceedings
Antitrust Matters
In the past, we were named as a defendant in multiple civil antitrust suits alleging that we, our co-defendants and other alleged co-conspirators
conspired to fix prices of TiO2 sold in the U.S. We settled litigation involving both direct purchasers of TiO2 and purchasers who opted out of the direct
purchaser litigation for amounts immaterial to our unaudited condensed consolidated and combined financial statements.
We were also named as a defendant in a class action civil antitrust suit filed on March 15, 2013 in the U.S. District Court for the Northern District of
California by purchasers of products made from TiO2 (the “Indirect Purchasers”) making essentially the same allegations as did the direct purchasers. On
October 14, 2014, plaintiffs filed their Second Amended Class Action Complaint narrowing the class of plaintiffs to those merchants and consumers of
architectural coatings containing TiO2 . On August 11, 2015, the court granted our motion to dismiss the Indirect Purchasers litigation with leave to amend
the complaint. A Third Amended Class Action Complaint was filed on September 29, 2015 further limiting the class to consumers of architectural paints.
Plaintiffs have raised state antitrust claims under the laws of 15 states, consumer protection claims under the laws of nine states, and unjust enrichment claims
under the laws of 16 states. On November 4, 2015, we and our co-defendants filed another motion to dismiss. On June 13, 2016, the court substantially denied
the motion to dismiss except as to consumer protection claims in one state. We have agreed to settle this matter for an amount immaterial to our unaudited
condensed consolidated and combined financial statements. The court preliminarily approved the settlement on December 13, 2017 and the final approval
hearing is expected to occur in the fourth quarter of 2018.
The Indirect Purchasers sought to recover injunctive relief, treble damages or the maximum damages allowed by state law, costs of suit and
attorneys’ fees. We are not aware of any illegal conduct by us or any of our employees.
Other Proceedings
We are a party to various other proceedings instituted by private plaintiffs, governmental authorities and others arising under provisions of
applicable laws, including various environmental, products liability and other laws. Except as otherwise disclosed in these consolidated and combined
financial statements, we do not believe that the outcome of any of these matters will have a material effect on our financial condition, results of operations or
liquidity.
Note 12. Environmental, Health and Safety Matters
Environmental, Health and Safety Capital Expenditures
We may incur future costs for capital improvements and general compliance under EHS laws, including costs to acquire, maintain and repair
pollution control equipment. For the six months ended June 30, 2018 and 2017, our capital expenditures for EHS matters totaled $3 million, each. Because
capital expenditures for these matters are subject to evolving regulatory requirements and depend, in part, on the timing, promulgation and enforcement of
specific requirements, our capital expenditures for EHS matters have varied significantly from year to year and we cannot provide assurance that our recent
expenditures are indicative of future amounts we may spend related to EHS and other applicable laws.
Environmental Matters
We have incurred and we may in the future incur, liability to investigate and clean up waste or contamination at our current or former facilities or
facilities operated by third parties at which we may have disposed of waste or other
20
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materials. Similarly, we may incur costs for the cleanup of waste that was disposed of prior to the purchase of our businesses. Under some circumstances, the
scope of our liability may extend to damages to natural resources.
Under the Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA”) and similar state laws, a current or former owner
or operator of real property in the U.S. may be liable for remediation costs regardless of whether the release or disposal of hazardous substances was in
compliance with law at the time it occurred, and a current owner or operator may be liable regardless of whether it owned or operated the facility at the time of
the release. Outside the U.S., analogous contaminated property laws, such as those in effect in France, can hold past owners and/or operators liable for
remediation at former facilities. We have not been notified by third parties of claims against us for cleanup liabilities at former facilities or third-party sites,
including, but not limited to, sites listed under CERCLA.
Under the Resource Conservation and Recovery Act in the U.S. and similar state laws, we may be required to remediate contamination originating
from our properties as a condition to our hazardous waste permit. Some of our manufacturing sites have an extended history of industrial chemical
manufacturing and use, including on-site waste disposal and we have made accruals for related remediation activity. We are aware of soil, groundwater or
surface contamination from past operations at some of our sites and have made accruals for related remediation activity, and we may find contamination at
other sites in the future. Similar laws exist in a number of locations in which we currently operate, or previously operated, manufacturing facilities, such as
France and Italy.
Environmental Reserves
We accrue liabilities relating to anticipated environmental cleanup obligations, site reclamation and closure costs, and known penalties. Liabilities
are recorded when potential liabilities are either known or considered probable and can be reasonably estimated. Our liability estimates are calculated using
present value techniques as appropriate and are based upon requirements placed upon us by regulators, available facts, existing technology, and past
experience. The environmental liabilities do not include amounts recorded as asset retirement obligations. As of June 30, 2018 and December 31, 2017, we
had environmental reserves of $11 million and $12 million, respectively. We may incur losses for environmental remediation.
Note 13. Other Comprehensive Income (Loss)
Other comprehensive income (loss) consisted of the following:
Foreign currency
translation
adjustment (a)

Beginning balance,
January 1, 2018
$
Other comprehensive
loss before
reclassifications
Tax benefit
Amounts reclassified
from accumulated other
comprehensive loss,
gross(c)
Tax expense
Net current-period other
comprehensive (loss)
income
Ending balance,
$
June 30, 2018

(6)

Pension and other
postretirement
benefits adjustments
net of tax (b)

Other comprehensive
loss of unconsolidated
affiliates

$

$

(267)

(5)

Hedging
Instruments

$

(5)

Total

$

(283)

Amounts attributable
to noncontrolling
interests

$

—

Amounts
attributable to
Venator

$

(283)

(58)
—

—
—

—
—

5
—

(53)
—

—
—

(53)
—

—
—

7
—

—
—

—
—

7
—

—
—

7
—

(58)

7

—

5

(46)

—

(46)

(64)

$

(260)

$

(5)
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$

—

$

(329)

$

—

$

(329)
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Foreign currency
translation
adjustment (d)

Beginning balance, January 1,
2017
$
Adjustments due to discontinued
operations
Tax expense
Other comprehensive income
before reclassifications
Tax expense
Amounts reclassified from
accumulated other
comprehensive loss, gross(c)
Tax benefit
Net current-period other
comprehensive income
Ending balance, June 30, 2017
(a)
(b)
(c)
(d)
(e)

$

(112)

Pension and other
postretirement
benefits adjustments
net of tax (e)

$

(306)

Other comprehensive
loss of unconsolidated
affiliates

$

(5)

(423)

$

—

$

(423)

24
(3)

—
—

29
(3)

—
—

29
(3)

72
2

—
—

—
—

72
2

—
—

72
2

—
—

7
—

—
—

7
—

—
—

7
—

79
(33)

28
$

(278)

—
$

107

(5)

$

(316)

—
$

—

107
$

(316)

Amounts are net of tax of nil as of June 30, 2018 and January 1, 2018, each.
Amounts are net of tax of $52 million as of June 30, 2018 and January 1, 2018, each.
See table below for details about the amounts reclassified from accumulated other comprehensive loss.
Amounts are net of tax of $2 million and nil as of June 30, 2017 and January 1, 2017, respectively.
Amounts are net of tax of $53 million and $56 million as of June 30, 2017 and January 1, 2017, respectively.

2018

Details about Accumulated Other Comprehensive
Loss Components(a):
Amortization of pension and other postretirement
benefits:
Actuarial loss
Prior service credit

$

Total amortization
Income tax expense
Total reclassifications for the period

(b)

$

Amounts
attributable to
Venator

5
—

Three months ended
June 30,

(a)

Total

Amounts attributable
to noncontrolling
interests

2017

4
—

$

4

2018

4
(1)

4
—
$

Six months ended
June 30,

$

3
—
$

3

7
—

$

7
—
$

Affected line item in the statement

2017

7

$

where net income is presented

8
(1)

(b)
(b)

7
—

Total before tax
Income tax expense

7

Net of tax

Pension and other postretirement benefit amounts in parentheses indicate credits on our consolidated statements of operations.
These accumulated other comprehensive loss components are included in the computation of net periodic pension costs.

22

Table of Contents

Note 14. Operating Segment Information
We derive our revenues, earnings and cash flows from the manufacture and sale of a wide variety of commodity chemical products. We have reported
our operations through our two segments, Titanium Dioxide and Performance Additives, and organized our business and derived our operating segments
around differences in product lines. We have historically conducted other business within components of legal entities we operated in conjunction with
Huntsman businesses, and such businesses are included within the corporate and other line item below.
The major product groups of each reportable operating segment are as follows:
Segment

Product Group

Titanium Dioxide
Performance Additives

titanium dioxide
functional additives, color pigments, timber treatment and water treatment chemicals

Sales between segments are generally recognized at external market prices and are eliminated in consolidation. Adjusted EBITDA is presented as a
measure of the financial performance of our global business units and for reporting the results of our operating segments. The revenues and adjusted EBITDA
for each of the two reportable operating segments are as follows:
Three months ended
June 30,
2018

Revenues:
Titanium Dioxide
Performance Additives
Total
Segment adjusted
Titanium Dioxide
Performance Additives

Six months ended
June 30,

2017

2018

2017

$

455
171

$

401
161

$

911
337

$

786
313

$

626

$

562

$

1,248

$

1,099

$

147
23

$

93
21

$

290
47

$

141
42

EBITDA(1)

Corporate and other
Total
Reconciliation of adjusted EBITDA to net income:
Interest expense
Interest income
Income tax expense - continuing operations
Depreciation and amortization
Net income attributable to noncontrolling interests
Other adjustments:
Business acquisition and integration expenses
Separation expense, net
Net income of discontinued operations, net of tax
Loss on disposition of business/assets
Amortization of pension and postretirement actuarial losses
Net plant incident credits (costs)
Restructuring, impairment and plant closing and transition costs
$

Net income
(1)

170
(13)

114
(20)

337
(23)

183
(40)

157

94

314

143

(14)
4
(45)
(35)
2

(10)
1
(16)
(29)
3

(27)
7
(65)
(69)
4

(24)
3
(12)
(59)
6

(2)
—
—
(2)
(4)
273
(136)

—
—
—
—
(4)
2
(7)

(4)
(1)
—
(2)
(7)
273
(145)

—
—
8
—
(8)
(3)
(33)

198

$

34

$

278

$

Adjusted EBITDA is defined as net income of Venator before interest, income tax from continuing operations, depreciation and amortization and net
income attributable to noncontrolling interests, as well as eliminating the following adjustments from net income: (a) business acquisition and
integration expenses; (b) separation expense,
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net; (c) net income of discontinued operations, net of tax; (d) loss on disposition of business/assets; (e) amortization of pension and postretirement
actuarial losses; (f) net plant incident credits (costs); and (g) restructuring, impairment, and plant closing and transition costs.
Note 15. Discontinued Operations
The Titanium Dioxide, Performance Additives and other businesses were included in Huntsman's financial results in different legal forms, including,
but not limited to: (1) wholly-owned subsidiaries for which the Titanium Dioxide and Performance Additives businesses were the sole businesses; (2) legal
entities that were comprised of other businesses and include the Titanium Dioxide and/or Performance Additives businesses; and (3) variable interest entities
in which the Titanium Dioxide, Performance Additives and other businesses are the primary beneficiaries. Because the historical unaudited condensed
consolidated and combined financial information for the periods indicated reflect the combination of these legal entities under common control, the
historical condensed consolidated and combined financial information includes the results of operations of other Huntsman businesses that are not a part of
our operations after the separation. The legal entity structure of Huntsman was reorganized during the second quarter of 2017 such that the other businesses
would not be included in Venator’s legal entity structure and as such, the discontinued operations presented below reflect financial results of the other
businesses through the date of such reorganization.
The following table summarizes the operations data for discontinued operations:
Three months ended
June 30,
2018

Revenues:
Trade sales, services and fees, net
Related party sales

$

Total revenues
Cost of goods sold
Operating expenses:
Selling, general and administrative (includes corporate allocations of nil, nil, nil and $2,
respectively)
Restructuring, impairment and plant closing costs
Other income, net
Total operating expenses
Income from discontinued operations before tax
Income tax expense
$

Net income from discontinued operations
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Six months ended
June 30,

2017

—
—

$

2018

—
—

$

2017

—
—

$

15
17

—
—

—
—

—
—

32
26

—
—
—

—
—
—

—
—
—

(7)
1
1

—

—

—

(5)

—
—

—
—

—
—

11
(3)

—

$

—

$

—

$

8
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) should be read in conjunction
with our unaudited condensed consolidated and combined financial statements and the related notes included in Item 1 hereto as well as the risk factors
contained in “Part I. Item 1A. Risk Factors” of our 2017 Form 10-K.
Except when the context otherwise requires or where otherwise indicated, (1) all references to “Venator,” the “Company,” “we,” “us” and “our” refer
to Venator Materials PLC and its subsidiaries, or, as the context requires, the historical Pigments and Additives business of Huntsman, (2) all references to
“Huntsman” refer to Huntsman Corporation, our controlling shareholder, and its subsidiaries, (3) all references to the “Titanium Dioxide” segment or business
refer to the TiO2 business of Venator, or, as the context requires, the historical Pigments and Additives segment of Huntsman and the related operations and
assets, liabilities and obligations, (4) all references to the “Performance Additives” segment or business refer to the functional additives, color pigments,
timber treatment and water treatment businesses of Venator, or, as the context requires, the Pigments and Additives segment of Huntsman and the related
operations and assets, liabilities and obligations, (5) all references to “other businesses” refer to certain businesses that Huntsman retained in connection with
the separation and that are reported as discontinued operations in our consolidated and combined financial statements, (6) all references to “Huntsman
International” refer to Huntsman International LLC, a wholly-owned subsidiary of Huntsman and the entity through which Huntsman operates all of its
businesses, (7) we refer to the internal reorganization prior to our initial public offering ("IPO"), the separation transactions initiated to separate the Venator
business from Huntsman’s other businesses, including the entry into and effectiveness of the separation agreement and ancillary agreements, and the
financing arrangements and debt, comprising the senior secured term loan facility (the "Term Loan Facility"), the asset-based revolving facility (the "ABL
Facility" and, together with the Term Loan Facility, the "Senior Credit Facilities") and the 5.75% senior notes due 2025 (the "Senior Notes"), including the
use of the net proceeds of the Senior Credit Facilities and the Senior Notes, which were used to repay intercompany debt we owed to Huntsman and to pay
related fees and expenses, as the “separation” and (8) the “Rockwood acquisition” refers to Huntsman’s acquisition of the performance and additives and
TiO2 businesses of Rockwood Holdings, Inc. (“Rockwood”) completed on October 1, 2014.
This MD&A contains forward-looking statements concerning trends or events potentially affecting our business or future performance, including,
without limitation, statements relating to our plans, strategies, objectives, expectations and intentions. The words “aim,” “anticipate,” “believe,” “budget,”
“continue,” “could,” “effort,” “estimate,” “expect,” “forecast,” “goal,” “guidance,” “intend,” “likely,” “may,” “might,” “objective,” “outlook,” “plan,”
“potential,” “predict,” “project,” “seek,” “should,” “target, “will” or “would” and similar expressions identify forward-looking statements. We do not
undertake to update, revise or correct any of the forward-looking information unless required to do so under the federal securities laws. When considering
these forward-looking statements, you should keep in mind the risk factors and other cautionary statements contained in this report. See “Note Regarding
Forward-Looking Statements” and “Part II. Item 1A. Risk Factors.”
Basis of Presentation
Prior to the separation, our operations were included in Huntsman’s financial results in different legal forms, including but not limited to: (1) whollyowned subsidiaries for which the Titanium Dioxide and Performance Additives businesses were the sole businesses; (2) legal entities which are comprised of
other businesses and include the Titanium Dioxide and/or Performance Additives businesses; and (3) variable interest entities in which the Titanium Dioxide
and Performance Additives businesses are the primary beneficiaries. The unaudited condensed consolidated and combined financial statements include all
revenues, costs, assets, liabilities and cash flows directly attributable to us. The unaudited condensed consolidated and combined financial statements also
include allocations of direct and indirect corporate expenses through the date of the separation, which are based upon an allocation method that in the
opinion of management is reasonable. Because the historical unaudited condensed consolidated and combined financial information for the periods
indicated reflect the combination of these legal entities under common control, the historical unaudited condensed consolidated and combined financial
information includes the results of operations of other Huntsman businesses that are not a part of our operations after the separation. We report the results of
those other businesses as discontinued operations. Please see “Part I. Item 1. Note 15. Discontinued Operations” of this report.
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In addition, the unaudited condensed consolidated and combined financial statements have been prepared from Huntsman’s historical accounting
records through the separation and are presented on a stand-alone basis as if our operations had been conducted separately from Huntsman; however, prior to
the separation, we did not operate as a separate, stand-alone entity for the periods presented and, as such, the unaudited condensed consolidated and
combined financial statements reflecting balances and activity prior to the separation, may not be indicative of the financial position, results of operations
and cash flows had we been a stand-alone company.
For purposes of these unaudited condensed consolidated and combined financial statements, all significant transactions with Huntsman
International have been included in group equity. All intercompany transactions within the consolidated and combined business have been eliminated.
Executive Summary
We are a leading global manufacturer and marketer of chemical products that improve the quality of life for downstream consumers and promote a
sustainable future. Our products comprise a broad range of innovative chemicals and formulations that bring color and vibrancy to buildings, protect and
extend product life, and reduce energy consumption. We market our products globally to a diversified group of industrial customers through two segments:
Titanium Dioxide, which consists of our TiO2 business, and Performance Additives, which consists of our functional additives, color pigments, timber
treatment and water treatment businesses. We are a leading global producer in many of our key product lines, including TiO2 , color pigments and functional
additives, a leading North American producer of timber treatment products and a leading European producer of water treatment products.
Recent Developments
Potential Ashtabula Complex Acquisition
On July 16, 2018, we announced that we reached an agreement with Tronox to purchase the European paper laminates business (the “8120 Grade”)
from Tronox upon the closing of their proposed merger with Cristal. In connection with the acquisition, Tronox would supply the 8120 Grade to us under a
Transitional Supply Agreement until the transfer of the manufacturing of the 8120 Grade to our Greatham, U.K. facility has been completed.
Additionally, we announced that we entered into an agreement with Tronox providing, among other things, that the parties will engage in exclusive
negotiations until September 29, 2018 and use our respective best efforts to achieve a definitive agreement for the purchase by us of the Ashtabula, Ohio
complex currently owned by Cristal if a divestiture of the Ashtabula complex is required for Tronox to obtain approval for its proposed merger with Cristal.
Pori Fire
On January 30, 2017, our TiO2 manufacturing facility in Pori, Finland experienced fire damage and we continue to repair the facility. The loss was
covered by insurance for property damage as well as business interruption losses subject to retained deductibles of $15 million and 60 days, respectively. The
Pori facility had a nameplate capacity of 130,000 metric tons per year, which represented approximately 17% of our total TiO2 nameplate capacity and
approximately 2% of total global TiO2 demand. Prior to the fire, 60% of the site capacity produced specialty products which, on average, contributed greater
than 75% of the site EBITDA from January 1, 2015 through January 30, 2017. We have restored 20% of the total prior capacity, which is dedicated to
production of specialty products.
On April 13, 2018, we received a final payment from our insurers of €191 million, or $236 million, bringing our total insurance receipts to €468
million, or $551 million, which was the limit of our insurance proceeds. We elected to receive the insurance proceeds in Euro in order to match the currency
of the related business interruption losses and capital expenditures resulting from the Pori fire. For the six months ended June 30, 2018, we received €243
million, or $298 million, of insurance proceeds, while €225 million, or $253 million, was received during 2017.
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During the second quarter of 2018, in conjunction with the receipt of the final payment from our insurers, we recorded $325 million of income in
cost of goods sold in our consolidated statement of operations, which related to the losses incurred to date and yet to be incurred. We recorded $371 million
of income related to property damage and business interruption insurance recoveries for the six months ended June 30, 2018 while $84 million was
recognized for the six months ended June 30, 2017. Nil and $68 million was reported in accrued liabilities as of June 30, 2018 and December 31, 2017,
respectively.
We recorded a loss of $5 million and $17 million for cleanup and other non-capital reconstruction costs in cost of goods sold for the six months
ended June 30, 2018 and 2017, respectively. We recorded a loss of $31 million for the write-off of fixed assets and lost inventory in cost of goods sold in our
consolidated and combined statements of operations for the six months ended June 30, 2017.
During the second quarter of 2018, we engaged additional outside experts and hired and re-allocated additional internal resources for the Pori
rebuild, with an objective of improving both the execution and cost management of the project, and to update our view on the total cost of rebuilding the
site. This process identified additional damage outside the immediate fire zone leading to increased costs.
Also during the quarter, our contractor on the site experienced a recent and significant safety incident, which paused construction for several weeks
while the incident was under investigation, and has extended the reconstruction timeline. These recent changes have led us to believe now that a full rebuild
and commissioning of our Pori facility may require more self-funding than our previous estimate of $325 to $375 million, and may result in a longer period
of time for project completion.
As a result of these recent developments and in light of our potential acquisition of the Ashtabula complex, we are reviewing options within our
manufacturing network, including the option of transferring the production of Pori's specialty and differentiated products to elsewhere in our network, and are
pacing our on-going construction activities at Pori accordingly during this period of review. We expect to account for our costs as capital expenditures and
fund them from cash from operations, which will decrease our liquidity in the periods those costs are incurred. Please see “Part II, Item 1A. Risk Factors—
Risks Relating to our Business—Disruptions in production at our manufacturing facilities, including at our TiO2 manufacturing facility in Pori, Finland, may
have a material adverse impact on our business, results of operations and/or financial condition.”
Recent Trends and Outlook
We expect the following factors to impact our operating results in the near term:
• TiO2 pricing environment to reflect regional dynamics and historical seasonal patters in the second half of 2018.
• Increasing raw materials and energy costs.
• Delivery on our $90 million Business Improvement Program continues.
• Potential acquisition of the Ashtabula, Ohio TiO2 complex.
• The Pori reconstruction and commissioning process is currently under review.
• Industry fundamentals support an elongated TiO2 profitability profile.
We expect that our corporate and other costs will be approximately $50 million per year, consisting of $40 million of recurring selling, general and
administrative costs to operate our business as a standalone public company, which is lower than expenses historically allocated to us from Huntsman, and
approximately $10 million of costs that were previously embedded in the Huntsman Pigments and Additives division.
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We continue to implement our Business Improvement Program which we expect to be completed by the first quarter of 2019 and continue to provide
contributions to adjusted EBITDA. Of the $60 million we previously estimated for annualized savings, we have already realized approximately $37 million
of savings through the second quarter of 2018 as a result of these programs, including over $6 million of savings realized in the second quarter of 2018. In
addition to these savings, we achieved approximately $1 million of EBITDA from increased volumes as part of the Business Improvement Program. If
successfully implemented, we expect the general cost reductions and optimization of our manufacturing network to result in additional contributions to our
adjusted EBITDA of approximately $23 million per year by the first quarter of 2019, with additional projected contributions to adjusted EBITDA from
volume growth.
In 2018, we expect to spend approximately $120 million on capital expenditures, excluding reconstruction of our Pori, Finland facility.
Our tax expense is significantly affected by the mix of income and losses in tax jurisdictions in which we operate. We expect our adjusted long-term
effective tax rate will be approximately 15% to 20%. We believe the impact of the Tax Act on our adjusted long-term effective tax rate will not be material,
given the low percentage of our global pre-tax income earned in the United States. We expect our near-term cash tax rate will be between 10% to 15%. In
addition, based on the recent years’ profitability in our Titanium Dioxide segment in the U.K. and Spain, we anticipate sufficient positive evidence to support
the partial release of valuation allowances on certain net deferred tax assets in late 2018. Due to application of the local tax rules in the U.K. and Spain, which
limit the amount of net operating loss carryforward that may be utilized on an annual basis, we currently estimate a partial valuation allowance release of
approximately $30 million to $40 million for these jurisdictions during the quarter ended December 31, 2018.
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Results of Operations
The following table sets forth our consolidated results of operations for the three months ended June 30, 2018 and 2017 and six months ended June
30, 2018 and 2017:
Three Months Ended

Six Months Ended

June 30,
(Dollars in millions)

Revenues
Cost of goods sold
Operating expenses
Restructuring, impairment and plant closing and transition costs

2018

$

June 30,
2017

626
193
46
136

$

% Change

562
480
17
7

11 %
(60)%
171 %
1,843 %

2018

$

2017

1,248
647
97
145

$

% Change

1,099
945
77
33

14 %
(32)%
26 %
339 %

Operating income
Interest expense, net
Other income

251
(10)
2

58
(9)
1

333 %
(11)%
100 %

359
(20)
4

44
(21)
2

716 %
5%
100 %

Income from continuing operations before income taxes
Income tax expense

243
(45)

50
(16)

386 %
181 %

343
(65)

25
(12)

1,272 %
442 %

Income from continuing operations
Income from discontinued operations

198
—

34
—

482 %
NM

278
—

13
8

2,038 %
(100)%

Net income
Reconciliation of net income to adjusted EBITDA:
Interest expense, net
Income tax expense - continuing operations
Depreciation and amortization
Net income attributable to noncontrolling interests
Other adjustments:
Business acquisition and integration expenses
Separation expense, net
Net income of discontinued operations, net of tax
Loss on disposition of business/assets
Amortization of pension and postretirement actuarial losses
Net plant incident (credits) costs
Restructuring, impairment and plant closing and transition costs

198

34

482 %

278

21

1,224 %

10
45
35
(2)

9
16
29
(3)

11 %
181 %
21 %
33 %

2
—
—
2
4
(273)
136

—
—
—
—
4
(2)
7

Adjusted EBITDA(1)

$

157

Net cash provided by (used in) operating activities from continuing
operations
Net cash (used in) provided by investing activities from continuing
operations
Net cash used in financing activities
Capital expenditures

$

94

20
65
69
(4)

21
12
59
(6)

4
1
—
2
7
(273)
145

—
—
(8)
—
8
3
33

$

314

$

143

$

305

$

(30)

NM

104
(71)
(40)

NM
(80)%
318 %

(162)
(14)
(167)
29

(5)%
442 %
17 %
33 %
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Three Months Ended

Three Months Ended

June 30, 2018
(Dollars in millions)

Gross

Reconciliation of net income to adjusted net income:
Net income
Net income attributable to noncontrolling interests
Other adjustments:
Business acquisition and integration expenses
Loss on disposition of business/assets
Amortization of pension and postretirement actuarial losses
Net plant incident credits
Restructuring, impairment and plant closing and transition costs

June 30, 2017

Tax (3)

Net

$

2
2
4
(273)
136

(1)
—
(1)
53
(27)

Weighted-average shares-basic
Weighted-average shares-diluted

Tax (3)

198
(2)
1
2
3
(220)
109

$

Adjusted net income(2)

Gross

91

Net

$

—
—
4
(2)
7

—
—
—
1
(1)

34
(3)
—
—
4
(1)
6

$

106.4
106.7

40
106.3
106.3

Net income attributable to Venator Materials PLC ordinary
shareholders:
Basic
Diluted

$
$

1.84
1.84

$
$

0.29
0.29

Other non-GAAP measures:
Adjusted net income per share(2):
Basic
Diluted

$
$

0.86
0.85

$
$

0.38
0.38
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Six Months Ended

Six Months Ended

June 30, 2018
(Dollars in millions)

Gross

Reconciliation of net income to adjusted net income:
Net income
Net income attributable to noncontrolling interests
Other adjustments:
Business acquisition and integration expenses
Separation expense, net
Net income of discontinued operations
Loss on disposition of business/assets
Amortization of pension and postretirement actuarial losses
Net plant incident (credits) costs
Restructuring, impairment and plant closing and transition costs

June 30, 2017

Tax (3)

Net

$

4
1
—
2
7
(273)
145

(1)
—
—
—
(1)
53
(28)

Weighted-average shares-basic
Weighted-average shares-diluted

Tax (3)

278
(4)
3
1
—
2
6
(220)
117

$

Adjusted net income(2)

Gross

183

Net

$

—
—
(8)
—
8
3
33

—
—
—
—
—
(1)
(3)

21
(6)
—
—
(8)
—
8
2
30

$

106.4
106.8

47
106.3
106.3

Net income attributable to Venator Materials PLC ordinary
shareholders:
Basic
Diluted

$
$

2.58
2.57

$
$

0.14
0.14

Other non-GAAP measures:
Adjusted net income per share(2):
Basic
Diluted

$
$

1.72
1.71

$
$

0.44
0.44

NM—Not meaningful
(1) Our management uses adjusted EBITDA to assess financial performance. Adjusted EBITDA is defined as net income before interest, income tax from
continuing operations, depreciation and amortization, and net income attributable to noncontrolling interests, as well as eliminating the following:
(a) business acquisition and integration expenses; (b) separation expense, net; (c) net income of discontinued operations, net of tax; (d) loss on
disposition of business/assets; (e) amortization of pension and postretirement actuarial losses; (f) net plant incident (credits) costs; and (g) restructuring,
impairment and plant closing and transition costs. We believe that net income is the performance measure calculated and presented in accordance with
generally accepted accounting principles in the United States (“U.S. GAAP” or “GAAP”) that is most directly comparable to adjusted EBITDA.
We believe adjusted EBITDA is useful to investors in assessing our ongoing financial performance and provides improved comparability between
periods through the exclusion of certain items that management believes are not indicative of our operational profitability and that may obscure
underlying business results and trends. However, this measure should not be considered in isolation or viewed as a substitute for net income or other
measures of performance determined in accordance with U.S. GAAP. Moreover, adjusted EBITDA as used herein is not necessarily comparable to other
similarly titled measures of other companies due to potential inconsistencies in the methods of calculation. Our management believes this measure is
useful to compare general operating performance from period to period and to make certain related management decisions. Adjusted EBITDA is also
used by securities analysts, lenders and others in their evaluation of different companies because it excludes certain items
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that can vary widely across different industries or among companies within the same industry. For example, interest expense can be highly dependent on
a company’s capital structure, debt levels and credit ratings. Therefore, the impact of interest expense on earnings can vary significantly among
companies. In addition, the tax positions of companies can vary because of their differing abilities to take advantage of tax benefits and because of the
tax policies of the various jurisdictions in which they operate. As a result, effective tax rates and tax expense can vary considerably among companies.
Finally, companies employ productive assets of different ages and utilize different methods of acquiring and depreciating such assets. This can result in
considerable variability in the relative costs of productive assets and the depreciation and amortization expense among companies.
Nevertheless, our management recognizes that there are limitations associated with the use of adjusted EBITDA in the evaluation of us as compared to
net income. Our management compensates for the limitations of using adjusted EBITDA by using this measure to supplement U.S. GAAP results to
provide a more complete understanding of the factors and trends affecting the business rather than U.S. GAAP results alone.
In addition to the limitations noted above, adjusted EBITDA excludes items that may be recurring in nature and should not be disregarded in the
evaluation of performance. However, we believe it is useful to exclude such items to provide a supplemental analysis of current results and trends
compared to other periods because certain excluded items can vary significantly depending on specific underlying transactions or events, and the
variability of such items may not relate specifically to ongoing operating results or trends and certain excluded items, while potentially recurring in
future periods, may not be indicative of future results. For example, while EBITDA from discontinued operations is a recurring item, it is not indicative of
ongoing operating results and trends or future results.
(2)

Adjusted net income is computed by eliminating the after-tax amounts related to the following from net income attributable to Venator Materials PLC
ordinary shareholders: (a) business acquisition and integration expenses; (b) separation expense, net; (c) net income of discontinued operations; (d) loss
on disposition of business/assets; (e) amortization of pension and postretirement actuarial losses; (f) net plant incident (credits) costs; (g) restructuring,
impairment and plant closing and transition costs. Basic adjusted net income per share excludes dilution and is computed by dividing adjusted net
income by the weighted average number of shares outstanding during the period. Adjusted diluted net income per share reflects all potential dilutive
ordinary shares outstanding during the period increased by the number of additional shares that would have been outstanding as dilutive securities. For
the periods prior to our IPO, the average number of ordinary shares outstanding used to calculate basic and diluted adjusted net income per share was
based on the ordinary shares that were outstanding at the time of our IPO. Adjusted net income and adjusted net income per share amounts are presented
solely as supplemental information.

(3)

The income tax impacts, if any, of each adjusting item represent a ratable allocation of the total difference between the unadjusted tax expense and the
total adjusted tax expense, computed without consideration of any adjusting items using a with and without approach. We do not adjust for changes in
tax valuation allowances because we do not believe it provides more meaningful information than is provided under GAAP.

Three Months Ended June 30, 2018 Compared to the Three Months Ended June 30, 2017
For the three months ended June 30, 2018, net income was $198 million on revenues of $626 million, compared with net income of $34 million on
revenues of $562 million for the same period in 2017. The increase of $164 million in net income was the result of the following items:
• Revenues for the three months ended June 30, 2018 increased by $64 million, or 11%, as compared with the same period in 2017. The increase
was due to a $54 million increase in revenue in our Titanium Dioxide segment primarily related to increases in average selling prices, and a $10
million increase in revenue in our Performance Additives segment due to increases in selling prices. See “—Segment Analysis” below.
• Our operating expenses for the three months ended June 30, 2018 increased by $29 million, or 171%, as compared with the same period in 2017,
primarily related to a change in the classification of insurance within operating income beginning in the third quarter of 2017. $37 million of
insurance proceeds related to the fire at our Pori plant were classified in other income, net in the second quarter of 2017. In 2018, insurance
proceeds were classified as cost of goods sold.
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• Restructuring, impairment and plant closing and transition costs for the three months ended June 30, 2018 increased to $136 million from $7
million for the same period in 2017 primarily as a result of the closure of a portion of our Augusta, Georgia plant in the second quarter of 2018. For
more information concerning restructuring activities, see "Note 6. Restructuring, Impairment, and Plant Closing and Transition Costs" of the notes
to unaudited condensed consolidated and combined financial statements.
• Our income tax expense for the three months ended June 30, 2018 increased to $45 million from $16 million for the same period in 2017. Our
income taxes are significantly affected by the mix of income and losses in the tax jurisdictions in which we operate, as impacted by the presence
of valuation allowances in certain tax jurisdictions. For further information concerning taxes, see "Note 9. Income Taxes" of the notes to unaudited
condensed consolidated and combined financial statements.
Segment Analysis
Three Months Ended
Percent Change
Favorable
(Unfavorable)

June 30,
(Dollars in millions)

2018

Revenues
Titanium Dioxide
Performance Additives
Total
Segment adjusted EBITDA
Titanium Dioxide
Performance Additives

2017

$

455
171

$

401
161

13%
6%

$

626

$

562

11%

$

147
23

$

93
21

58%
10%
49%

170
(13)

Corporate and other
$

Total

157

114
(20)
$

94

35%
67%

Three Months Ended June 30, 2018 vs. 2017
Average Selling Price(1)
Local Currency

Period-Over-Period Increase (Decrease)
Titanium Dioxide
Performance Additives
(1)
(2)

18%
3%

Foreign Currency
Translation Impact

6%
4%

Mix & Other

1%
(3)%

Sales Volumes(2)

(12)%
2%

Excludes revenues from tolling arrangements, by-products and raw materials.
Excludes sales volumes of by-products and raw materials.
Titanium Dioxide

The $54 million, or 13%, increase in revenues in our Titanium Dioxide segment for the three months ended June 30, 2018 compared to the same
period in 2017 was primarily due to an 18% increase in average selling prices, a 6% improvement driven by the favorable impact of foreign exchange rates,
primarily against the Euro, partially offset by a 12% decrease in sales volumes. The increase in selling prices reflects continued improvement in business
conditions for TiO2 , allowing for an increase in prices globally. Sales volumes decreased due to lower than expected customer orders, and lower product
availability relating to a manufacturing shortfall in the current year period and higher inventory levels in the prior year period.
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Segment adjusted EBITDA of our Titanium Dioxide segment increased by $54 million, or 58%, for the three months ended June 30, 2018 compared
to the same period in 2017. This improvement was primarily a result of higher revenues, $6 million from the sale of carbon credits and a $4 million benefit
from our Business Improvement Program, partially offset by increases in raw material and other direct costs.
Performance Additives
The increase in revenues in our Performance Additives segment of $10 million, or 6%, for the three months ended June 30, 2018 compared to the
same period in 2017 was primarily due to a 3% increase in average selling prices, a 4% improvement driven by the favorable impact of foreign exchange
rates, and a 2% increase in volumes, partially offset by a 3% decrease due to sales mix and other. The improvement in selling prices was primarily in certain
timber treatment and functional additives product lines, where we raised prices to offset increases in raw material costs.
Segment adjusted EBITDA in our Performance Additives segment increased by $2 million, or 10%, for the three months ended June 30, 2018
compared to the same period in 2017, due to the increase in revenues and a $3 million benefit from our Business Improvement Program, partially offset by
increases in raw material costs.
Corporate and Other
Corporate and other represents expenses which are not allocated to our segments. Losses from Corporate and other were $13 million, or $7 million
lower for the three months ended June 30, 2018 than the same period in 2017 as our costs to operate as a standalone company are lower than those costs
historically allocated to us from Huntsman.
Six Months Ended June 30, 2018 Compared to the Six Months Ended June 30, 2017
For the six months ended June 30, 2018, net income was $278 million on revenues of $1,248 million, compared with net income of $21 million on
revenues of $1,099 million for the same period in 2017. The increase of $257 million in net income was the result of the following items:
• Revenues for the six months ended June 30, 2018 increased by $149 million, or 14%, as compared with the same period in 2017. The increase was
due to a $125 million increase in revenue in our Titanium Dioxide segment primarily related to increases in average selling prices, and a $24
million increase in revenue in our Performance Additives segment due to increases in selling prices. See “—Segment Analysis” below.
• Our operating expenses for the six months ended June 30, 2018 increased by $20 million, or 26%, as compared with the same period in 2017,
primarily related to a change in the classification of insurance within operating income beginning in the third quarter of 2017. $37 million of
insurance proceeds related to the fire at our Pori plant were classified in other income, net in the second quarter of 2017. In 2018, insurance
proceeds were classified as cost of goods sold.
• Restructuring, impairment and plant closing and transition costs for the six months ended June 30, 2018 increased to $145 million from $33
million for the same period in 2017 primarily as a result of the closure of a portion of our Augusta, Georgia plant in the second quarter of 2018. For
more information concerning restructuring activities, see "Note 6. Restructuring, Impairment, and Plant Closing and Transition Costs" of the notes
to unaudited condensed consolidated and combined financial statements.
• Our income tax expense for the six months ended June 30, 2018 increased to $65 million from $12 million for the same period in 2017. Our
income tax expense is significantly affected by the mix of income and losses in the tax jurisdictions in which we operated, as impacted by the
presence of valuation allowances in certain tax jurisdictions. For further information concerning taxes, see "Note 9. Income Taxes" of the notes to
unaudited condensed consolidated and combined financial statements.
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Segment Analysis
Six Months Ended
Percent Change
Favorable
(Unfavorable)

June 30,
(Dollars in millions)

2018

Revenues
Titanium Dioxide
Performance Additives
Total
Segment adjusted EBITDA
Titanium Dioxide
Performance Additives

2017

$

911
337

$

786
313

16%
8%

$

1,248

$

1,099

14%

$

290
47

$

141
42

106%
12%
84%

337
(23)

Corporate and other
$

Total

314

183
(40)
$

143

43%
120%

Six Months Ended June 30, 2018 vs. 2017
Average Selling Price(1)
Local Currency

Period-Over-Period Increase (Decrease)
Titanium Dioxide
Performance Additives
(1)
(2)

21%
5%

Foreign Currency
Translation Impact

8%
5%

Mix & Other

1%
(3)%

Sales Volumes(2)

(14)%
1%

Excludes revenues from tolling arrangements, by-products and raw materials.
Excludes sales volumes of by-products and raw materials.
Titanium Dioxide

The $125 million, or 16%, increase in revenues in our Titanium Dioxide segment for the six months ended June 30, 2018 compared to the same
period in 2017 was primarily due to a 21% increase in average selling prices, an 8% improvement driven by the favorable impact of foreign exchange rates,
primarily against the Euro, partially offset by a 14% decrease in sales volumes. The increase in selling prices reflects continued improvement in business
conditions for TiO2 , allowing for an increase in prices globally. Sales volumes decreased primarily as a result of the fire at our Pori, Finland manufacturing
facility and as a result of plant closures as part of our restructuring programs. Excluding the impact of the fire at our Pori plant and the impact of plants closed
as part of our restructuring programs, sales volumes decreased by 5% which is attributable to lower than expected customer orders, and lower product
availability relating to a manufacturing shortfall in the current year period and higher inventory levels in the prior year period.
Segment adjusted EBITDA of our Titanium Dioxide segment increased by $149 million, or 106%, for the six months ended June 30, 2018 compared
to the same period in 2017. This improvement was primarily a result of higher revenues, $13 million from the sale of carbon credits and $12 million of
EBITDA benefit from our Business Improvement Program, partially offset by increases in raw material and other direct costs.
Performance Additives
The increase in revenues in our Performance Additives segment of $24 million, or 8%, for the six months ended June 30, 2018 compared to the same
period in 2017 was primarily due to a 5% increase in average selling prices, a 5% improvement driven by the favorable impact of foreign exchange rates, and
a 1% increase in volumes, partially offset by
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a 3% decrease due to less favorable sales mix and other. The improvement in selling prices was primarily in certain color pigment, timber treatment and and
functional additives product lines, where we raised prices to offset increases in raw material costs.
Segment adjusted EBITDA in our Performance Additives segment increased by $5 million, or 12%, for the six months ended June 30, 2018
compared to the same period in 2017, due to the increase in revenue and a $5 million increase due to savings from our Business Improvement Program,
partially offset by increases in raw material costs.
Corporate and Other
Corporate and other represents expenses which are not allocated to our segments. Losses from Corporate and other were $23 million, or $17 million
lower for the six months ended June 30, 2018 than the same period in 2017 as our costs to operate as a standalone company are lower than those costs
historically allocated to us from Huntsman.
Liquidity and Capital Resources
Prior to the separation, our primary source of liquidity and capital resources had been cash flows from operations, our participation in a cash pooling
program with Huntsman and debt incurred by Huntsman. Following the separation, we have not received any funding through the Huntsman cash pooling
program. We had cash and cash equivalents of $354 million and $238 million as of June 30, 2018 and December 31, 2017, respectively. We expect to have
adequate liquidity to meet our obligations over the next 12 months. Additionally, we believe our future obligations, including needs for capital expenditures
will be met by available cash generated from operations and borrowings under the ABL Facility.
On August 8, 2017, in connection with our IPO and the separation, we entered into new financing arrangements and incurred new debt, including
$375 million of Senior Notes issued by our subsidiaries Venator Finance S.à.r.l. and Venator Materials LLC (the "Issuers"), and borrowings of $375 million
under the term loan facility. We used the net proceeds of the Senior Notes and the Term Loan Facility to repay approximately $732 million of net
intercompany debt owed to Huntsman and to pay related fees and expenses of approximately $18 million. Substantially all Huntsman receivables or payables
were eliminated in connection with the separation, other than a payable to Huntsman for a liability pursuant to the Tax Matters Agreement entered into at the
time of the separation which has been presented as noncurrent payable to affiliate within the unaudited condensed consolidated and combined balance sheet.
In addition to the Senior Notes and the Term Loan Facility, we entered into the ABL Facility. Availability to borrow under the ABL Facility is
subject to a borrowing base calculation comprising both accounts receivable and inventory in the U.S., Canada, the U.K. and Germany and only accounts
receivable in France and Spain. Thus, the base calculation may fluctuate from time to time and may be further impacted by the lenders’ discretionary ability
to impose reserves and availability blocks that might otherwise incrementally increase borrowing availability. Assuming all proposed borrowers currently
participate in the facility, the borrowing base calculation as of June 30, 2018 is in excess of $281 million, of which $271 million was available to borrowers.
To participate in the facility, each borrower is required to deliver certain documentation and security agreements to the satisfaction of the administrative
agent, which was achieved in January 2018.
Items Impacting Short-Term and Long-Term Liquidity
Our liquidity can be significantly impacted by various factors. The following matters had, or are expected to have, a significant impact on our
liquidity:
• Cash invested in our accounts receivable and inventory, net of accounts payable, decreased by approximately $32 million for the six months
ended June 30, 2018 as reflected in our unaudited condensed consolidated and combined statements of cash flows. We expect volatility in our
working capital components to continue due to seasonal changes in working capital throughout the year.
• During 2018, we expect to spend approximately $120 million on capital expenditures, excluding spending on the restoration of our Pori facility,
approximately $42 million of which has been spent as of June 30, 2018.
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Our future expenditures include certain EHS maintenance and upgrades; periodic maintenance and repairs applicable to major units of
manufacturing facilities; expansions of our existing facilities or construction of new facilities; and certain cost reduction projects. We expect to
fund this spending with cash provided by operations.
• During the six months ended June 30, 2018, we made contributions to our pension and postretirement benefit plans of $12 million. During the
remainder of 2018, we expect to contribute an additional amount of approximately $16 million to these plans.
• We are involved in a number of cost reduction programs for which we have established restructuring accruals. As of June 30, 2018, we had $27
million of accrued restructuring costs of which $19 million is classified as current. We expect to incur additional restructuring and plant closing
costs of approximately $25 million, including $8 million for non-cash charges, and pay approximately $24 million, through the remainder of
2018. For further discussion of these plans and the costs involved, see "Note 6. Restructuring, Impairment, and Plant Closing and Transition
Costs" of the notes to unaudited condensed consolidated and combined financial statements.
Further, although the Business Improvement Program is expected to be completed by the end of 2018, we expect to incur additional restructuring
charges well beyond the end of 2018. We expect the Business Improvement Program to provide additional contributions to adjusted EBITDA in
2018.
• On January 30, 2017, our TiO2 manufacturing facility in Pori, Finland experienced fire damage and we continue to repair the facility. The loss was
covered by insurance for property damage as well as business interruption losses subject to retained deductibles of $15 million and 60 days,
respectively. The Pori facility had a nameplate capacity of 130,000 metric tons per year, which represented approximately 17% of our total TiO2
nameplate capacity and approximately 2% of total global TiO2 demand.
Prior to the fire, 60% of the site capacity produced specialty products which, on average, contributed greater than 75% of the site EBITDA from
January 1, 2015 through January 30, 2017. We have restored 20% of the total prior capacity.
During the second quarter of 2018, we engaged additional outside experts and hired and re-allocated additional internal resources for the Pori
rebuild, with an objective of improving both the execution and cost management of the project, and to update our view on the total cost of
rebuilding the site. This process identified additional damage outside the immediate fire zone leading to increased costs.
Also during the quarter, our contractor on the site experienced a recent and significant safety incident, which paused construction for several
weeks while the incident was under investigation, and has extended the reconstruction timeline. These recent changes have led us to believe now
that a full rebuild and commissioning of our Pori facility may require more self-funding than our previous estimate of $325 to $375 million, and
may result in a longer period of time for project completion.
As a result of these recent developments and in light of our potential acquisition of the Ashtabula complex, we are reviewing options within our
manufacturing network, including the option of transferring the production of Pori's specialty and differentiated products to elsewhere in our
network, and are pacing our on-going construction activities at Pori accordingly during this period of review. We expect to account for our costs
as capital expenditures and fund them from cash from operations, which will decrease our liquidity in the periods those costs are incurred. Please
see “Part II, Item 1A. Risk Factors-Risks Relating to our Business-Disruptions in production at our manufacturing facilities, including at our TiO2
manufacturing facility in Pori, Finland, may have a material adverse impact on our business, results of operations and/or financial condition.”
• We have $747 million in aggregate principal outstanding under $375 million, 5.75% of Senior Notes due 2025, and a $372 million Term Loan
Facility. See further discussion under "Financing Arrangements."

37

Table of Contents

• Following the separation and our IPO, we no longer rely on Huntsman’s earnings, assets, cash flow or credit and we are responsible for obtaining
and maintaining sufficient working capital and servicing our debt. See “Part I. Item 1A. Risk Factors—Risks Related to Our Relationship with
Huntsman—If we are unable to generate sufficient cash flow from our operations, our business, financial condition and results of operations may
be materially and adversely affected” in our Annual Report on form 10-K for the year ended December 31, 2017 filed with the SEC on February
23, 2018 (our "Form 10-K").
As of June 30, 2018 and December 31, 2017, we had $7 million and $14 million, respectively, classified as current portion of debt.
As of June 30, 2018 and December 31, 2017, we had approximately $29 million and $31 million, respectively, of cash and cash equivalents held
outside of the U.S. and Europe, including our variable interest entities. As of June 30, 2018, our non-U.K. subsidiaries have no plan to distribute earnings in a
manner that would cause them to be subject to U.K., U.S., or other local country taxation.
Cash Flows for the Six Months Ended June 30, 2018 Compared to the Six Months Ended June 30, 2017
Net cash provided by operating activities from continuing operations was $305 million for the six months ended June 30, 2018 while net cash used
in operating activities from continuing operations was $30 million for the six months ended June 30, 2017. The increase in net cash provided by operating
activities from continuing operations for the six months ended June 30, 2018 compared with the same period in 2017 was primarily attributable to noncash
restructuring charges of $133 million in 2018 compared to $6 million in 2017, the $257 million increase in net income as described in “—Results of
Operations” above, offset by a $38 million unfavorable variance in operating assets and liabilities for 2018 as compared with 2017.
Net cash used in investing activities from continuing operations was $162 million for the six months ended June 30, 2018, compared to net cash
provided by investing activities from continuing operations of $104 million for the six months ended June 30, 2017. The increase in net cash used in
investing activities from continuing operations for the six months ended June 30, 2018 compared with the same period in 2017 was primarily attributable to
a decrease in insurance proceeds received for recovery of property damage of $50 million and an increase in capital expenditures of $127 million compared
to the prior year period, a decrease in net repayments from affiliates of $91 million and a decrease in net cash received from unconsolidated affiliates.
Net cash used in financing activities from continuing operations was $14 million for the six months ended June 30, 2018, compared to net cash used
in financing activities from continuing operations of $71 million for the six months ended June 30, 2017. The decrease in net cash used in financing
activities from continuing operations for the six months ended June 30, 2018 compared with the same period in 2017 was primarily attributable to a decrease
in repayments on affiliate accounts payable of $60 million from 2017 to 2018.
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Changes in Financial Condition
The following information summarizes our working capital as of June 30, 2018 and December 31, 2017:

(Dollars in millions)

Cash and cash equivalents
Accounts receivable, net
Accounts receivable from affiliates
Inventories
Prepaid expenses
Other current assets

$

Total current assets from continuing operations
Accounts payable
Accounts payable to affiliates
Accrued liabilities
Current portion of debt
Total current liabilities from continuing operations

June 30,

December 31,

Increase

Percent

2018

2017

(Decrease)

Change

354
435
4
491
10
77

$

1,371

1,169

378
14
191
7

385
16
244
14

590
$

Working capital

238
380
12
454
19
66

781

$

202
(7)
(2)
(53)
(7)

659
$

510

116
55
(8)
37
(9)
11

(69)
$

271

49 %
14 %
(67)%
8%
(47)%
17 %
17 %
(2)%
(13)%
(22)%
(50)%
(10)%
53 %

Our working capital increased by $271 million as a result of the net impact of the following significant changes:
• Cash and cash equivalents increased by $116 million primarily due to inflows of $305 million from operating activities of continuing operations
offset by cash outflows of $162 million from investing activities of continuing operations and $14 million from financing activities of continuing
operations.
• Accounts receivable increased by $55 million primarily due to higher revenues in the six months ended June 30, 2018 compared to the six months
ended December 31, 2017.
• Inventory increased approximately $37 million primarily as a result of a $27 million increase in TiO2 inventory and a $9 million increase in color
pigments inventory. The increase in TiO2 inventory is driven by an increase in raw material costs year over year while the increase in color
pigments is as a result of seasonal increases in production volumes.
• Accrued liabilities decreased by $53 million primarily due to the recognition of deferred income in the second quarter recorded in connection
with the progress payments received from our insurer related to the fire at our Pori, Finland manufacturing facility.
• Accounts receivable from and accounts payable to affiliates represent financing arrangements with affiliates of Huntsman. For further information,
see “Note 7. Debt—Cash Pooling Program” of the notes to unaudited condensed consolidated and combined financial statements.

39

Table of Contents

Financing Arrangements
Senior Notes
On July 14, 2017, the Issuers entered into an indenture in connection with the issuance of the Senior Notes. The Senior Notes are general unsecured
senior obligations of the Issuers and are guaranteed on a general unsecured senior basis by Venator and certain of Venator’s subsidiaries. The indenture
related to the Senior Notes imposes certain limitations on the ability of Venator and certain of its subsidiaries to, among other things, incur additional
indebtedness secured by any principal properties, incur indebtedness of non-guarantor subsidiaries, enter into sale and leaseback transactions with respect to
any principal properties and consolidate or merge with or into any other person or lease, sell or transfer all or substantially all of its properties and assets. The
Senior Notes bear interest of 5.75% per year payable semi-annually and will mature on July 15, 2025. The Issuers may redeem the Senior Notes in whole or in
part at any time prior to July 15, 2020 at a price equal to 100% of the principal amount thereof plus accrued and unpaid interest, if any, and an early
redemption premium, calculated on an agreed percentage of the outstanding principal amount, providing compensation on a portion of foregone future
interest payables. The Senior Notes will be redeemable in whole or in part at any time on or after July 15, 2020 at the redemption prices set forth in the
indenture, plus accrued and unpaid interest, if any, up to, but not including, the redemption date. In addition, at any time prior to July 15, 2020, the Issuers
may redeem up to 40% of the aggregate principal amount of the Senior Notes with an amount not greater than the net cash proceeds of certain equity
offerings or contributions to Venator’s equity at 105.75% of the principal amount thereof, plus accrued and unpaid interest, if any, to, but not including, the
redemption date. Upon the occurrence of certain change of control events (other than the separation), holders of the Venator Notes will have the right to
require that the Issuers purchase all or a portion of such holder’s Senior Notes in cash at a purchase price equal to 101% of the principal amount thereof plus
accrued and unpaid interest, if any, to the date of repurchase.
Senior Credit Facilities
On August 8, 2017, we entered into the Senior Credit Facilities that provide for first lien senior secured financing of up to $675 million, consisting
of:
• the Term Loan Facility in an aggregate principal amount of $375 million, with a maturity of seven years; and
• the ABL Facility in an aggregate principal amount of up to $300 million, with a maturity of five years.
The Term Loan Facility will amortize in aggregate annual amounts equal to 1% of the original principal amount of the Term Loan Facility, payable
quarterly commenced in the fourth quarter of 2017.
Availability to borrow under the $300 million of commitments under the ABL Facility is subject to a borrowing base calculation comprised of
accounts receivable and inventory in U.S., Canada, the U.K., Germany and accounts receivable in France and Spain, that fluctuate from time to time and may
be further impacted by the lenders’ discretionary ability to impose reserves and availability blocks that might otherwise incrementally increase borrowing
availability. As a result, the aggregate amount available for extensions of credit under the ABL Facility at any time is the lesser of $300 million and the
borrowing base calculated according to the formula described above minus the aggregate amount of extensions of credit outstanding under the ABL Facility
at such time.
Borrowings under the Term Loan Facility bear interest at a rate equal to, at Venator’s option, either (a) a London Interbank Offering Rate (“LIBOR”)
based rate determined by reference to the costs of funds for Eurodollar deposits for the interest period relevant to such borrowing, adjusted for certain
additional costs subject to an interest rate floor to be agreed or (b) a base rate determined by reference to the highest of (i) the rate of interest per annum
determined from time to time by JPMorgan Chase Bank, N.A. as its prime rate in effect at its principal office in New York City, (ii) the federal funds rate plus
0.50% per annum and (iii) the one-month adjusted LIBOR plus 1.00% per annum, in each case plus an applicable margin to be agreed upon. Borrowings
under the ABL Facility bear interest at a variable rate equal to an applicable margin based on the applicable quarterly average excess availability under the
ABL Facility plus either a LIBOR or a base rate. The applicable margin percentage is calculated and established once every three calendar months and varies
from 150 to 200 basis points for LIBOR loans depending on the quarterly average excess availability under the ABL Facility for the immediately preceding
three month period.
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Guarantees
All obligations under the Senior Credit Facilities are guaranteed by Venator and substantially all of our subsidiaries (the “Guarantors”), and are
secured by substantially all of the assets of Venator and the Guarantors, in each case subject to certain exceptions. Lien priority as between the Term Loan
Facility and the ABL Facility with respect to the collateral will be governed by an intercreditor agreement.
Augusta Matter
In February 2017, Huntsman filed suit against the legacy owner and certain former executives of Rockwood, primarily related to the failure of new
technology that Huntsman acquired in the Rockwood acquisition that was to be implemented at the new Augusta, Georgia facility and subsequently at other
facilities. Huntsman is seeking various forms of legal remedy, including compensatory damages, punitive damages, expectation damages, consequential
damages and restitution. Venator is not party to the suit.
Restructuring, Impairment and Plant Closing and Transition Costs
For a discussion of our restructuring plans and the costs involved, see “Note 6. Restructuring, Impairment, and Plant Closing and Transition Costs”
of the notes to unaudited condensed consolidated and combined financial statements.
Legal Proceedings
For a discussion of legal proceedings, see “Note 11. Commitments and Contingencies—Legal Matters” of the notes to unaudited condensed
consolidated and combined financial statements.
Environmental, Health and Safety Matters
As noted in the 2017 Form 10-K, specifically within “Part I. Item 1. Business—Environmental, Health and Safety Matters” and “Part I. Item 1A. Risk
Factors,” we are subject to extensive environmental regulations, which may impose significant additional costs on our operations in the future. While we do
not expect any of these enactments or proposals to have a material adverse effect on us in the near term, we cannot predict the longer-term effect of any of
these regulations or proposals on our future financial condition. For a discussion of EHS matters, see “Note 12. Environmental, Health and Safety Matters” of
the notes to unaudited condensed consolidated and combined financial statements.
Recently Issued Accounting Pronouncements
For a discussion of recently issued accounting pronouncements, see “Note 2. Recently Issued Accounting Pronouncements” of the notes to
unaudited condensed consolidated and combined financial statements.
Critical Accounting Policies
The preparation of financial statements and related disclosures in conformity with U.S. GAAP requires management to make judgments, estimates
and assumptions that affect the reported amounts in our unaudited condensed consolidated and combined financial statements. There have been no changes
to our accounting policies or estimates other than changes to our revenue recognition policy as a result of the adoption of ASC 606, Revenue from Contracts
with Customers as detailed below.
See the Company’s critical accounting policies in “Part 2. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Critical Accounting Policies” in the 2017 Form 10-K.
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Revenue Recognition
Venator generates substantially all of its revenues through sales of inventory in the open market and via long-term supply agreements. Revenue is
recognized when the performance obligations under the terms of our contracts are satisfied. Generally, this occurs at the time of shipping at which point the
control of the goods transfers to the customer, there is a present right to payment and legal title, and the risks and rewards of ownership have transferred to the
customer. Revenue is measured as the amount of consideration we expect to receive in exchange for transferred goods.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We are exposed to market risks, such as changes in interest rates and foreign exchange rates. We manage these risks through normal operating and
financing activities and, when appropriate, through the use of derivative instruments. We do not invest in derivative instruments for speculative purposes.
Interest Rate Risk
We are exposed to interest rate risk through the structure of our debt portfolio which includes a mix of fixed and floating rates. Actions taken to
reduce interest rate risk include managing the mix and rate characteristics of various interest bearing liabilities.
The carrying value of our floating rate debt is approximately $366 million at June 30, 2018. A hypothetical 1% increase in interest rates on our
floating rate debt as of June 30, 2018 would increase our interest expense by approximately $4 million on an annualized basis.
Foreign Exchange Rate Risk
We are exposed to market risks associated with foreign exchange risk. Our cash flows and earnings are subject to fluctuations due to exchange rate
variation. Our revenues and expenses are denominated in various foreign currencies. We enter into foreign currency derivative instruments to minimize the
short-term impact of movements in foreign currency rates. Where practicable, we generally net multicurrency cash balances among our subsidiaries to help
reduce exposure to foreign currency exchange rates. Certain other exposures may be managed from time to time through financial market transactions,
principally through the purchase of spot or forward foreign exchange contracts (generally with maturities of three months or less). We do not hedge our
foreign currency exposures in a manner that would eliminate the effect of changes in exchange rates on our cash flows and earnings. At June 30, 2018 and
December 31, 2017 we had approximately $93 million and $109 million, respectively, notional amount (in U.S. dollar equivalents) outstanding in foreign
currency contracts with a term of approximately one month.
In December 2017, we entered into three cross-currency swap agreements to convert a portion of our intercompany fixed-rate, U.S. dollar
denominated notes, including the semi-annual interest payments and the payment of remaining principle at maturity, to a fixed-rate, Euro denominated debt.
The economic effect of the swap agreement was to eliminate the uncertainty of the cash flows in U.S. Dollars associated with the notes by fixing the principle
amount at €169 million with a fixed annual rate of 3.43%. These hedges have been designated as cash flow hedges and the critical terms of the cross-currency
swap agreements correspond to the underlying hedged item. These swaps mature in July 2022, which is our best estimate of the repayment date of these
intercompany loans. The amount and timing of the semi-annual principle payments under the cross-currency swap also correspond with the terms of the
intercompany loans. Gains and losses from these hedges offset the changes in the value of interest and principal payments as a result of changes in foreign
exchange rates.
During 2018, the changes in accumulated other comprehensive loss associated with these cash flow hedging activities was a gain of approximately
$5 million.
Commodity Price Risk
A portion of our products and raw materials are commodities whose prices fluctuate as market supply and demand fundamentals change.
Accordingly, product margins and the level of our profitability tend to fluctuate with the
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changes in the business cycle. We try protect against such instability through various business strategies. These include provisions in sales contracts
allowing us to pass on higher raw material costs through timely price increases and formula price contracts to transfer or share commodity price risk. We did
not have any commodity derivative instruments in place as of June 30, 2018 and December 31, 2017.
ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
As required by rule 13-a 15(b) under the Exchange Act, we have evaluated, under the supervision and with the participation of our management,
including our principal executive officer and principal financial officer, the effectiveness of the design and operation of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period covered by this quarterly report. Based on this
evaluation, our principal executive officer and principal financial officer have concluded that, as of June 30, 2018, our disclosure controls and procedures
were effective, in that they ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is (1) recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and (2) accumulated and communicated to our
management, including our principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.
Internal Control over Financial Reporting
There were no changes to our internal control over financial reporting during the three months ended June 30, 2018 that have materially affected, or
are reasonably likely to materially affect, our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act).
However, we can only give reasonable assurance that our internal controls over financial reporting will prevent or detect material misstatements on a timely
basis. Ineffective internal controls over financial reporting could cause investors to lose confidence in our reported financial information and could result in a
lower trading price for our securities.
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PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
During the three months ended June 30, 2018, there have been no material developments with respect to material legal proceedings referenced
in“Part I. Item 3. Legal Proceedings” of our 2017 Form 10-K.
ITEM 1A. RISK FACTORS
As of the date of this filing, the Company and its operations continue to be subject to the risk factors previously disclosed in “Part I. Item 1A. Risk
Factors” of our 2017 Form 10-K. In addition, the following risk factor included substantive changes from those disclosed in our 2017 Form 10-K:
Risks Related to Our Business
Disruptions in production at our manufacturing facilities, including at our TiO2 manufacturing facility in Pori, Finland, may have a material adverse
impact on our business, results of operations and/or financial condition.
Manufacturing facilities in our industry are subject to planned and unplanned production shutdowns, turnarounds, outages and other disruptions.
Any serious disruption at any of our facilities could impair our ability to use our facilities and have a material adverse impact on our revenues and increase
our costs and expenses. Alternative facilities with sufficient capacity may not be available, may cost substantially more or may require a significant amount
of time to increase production or qualify with our customers, any of which could negatively impact our business, results of operations and/or financial
condition. Long-term production disruptions may cause our customers to seek alternative supply which could further adversely affect our profitability.
Unplanned production disruptions may occur for external reasons including natural disasters, weather, disease, strikes, transportation interruption,
government regulation, political unrest or terrorism, or internal reasons, such as fire, unplanned maintenance or other manufacturing problems. Any such
production disruption could have a material impact on our operations, operating results and financial condition. For example, on January 30, 2017, our
TiO2 manufacturing facility in Pori, Finland experienced fire damage and we continue to repair the facility. The Pori facility had a nameplate capacity of
130,000 metric tons per year, which represented approximately 17% of our total TiO2 nameplate capacity and approximately 2% of total global
TiO2 demand.
Prior to the fire, 60% of the site capacity produced specialty products which, on average, contributed greater than 75% of the site EBITDA from
January 1, 2015 through January 30, 2017. We have restored 20% of the total prior capacity, which is dedicated to production of specialty products.
We are party to a number of contracts with a variety of third parties involved in the Pori rebuild, including various vendors of required equipment
and necessary engineering, demolition, construction and other services. We may experience delays in construction, equipment procurement, or in start-up or
plant commissioning, and there is no single third party to whom we can turn for recourse in the event of delays, increased costs or other problems associated
with the rebuild. Even if we are able to resume production on this schedule, we may lose customers that have in the meantime found alternative suppliers
elsewhere.
The site is insured for property damage as well as business interruption losses subject to retained deductibles of $15 million and 60 days,
respectively. On April 13, we received a final payment from our insurers of €191 million, or $236 million, bringing our total insurance receipts to €468
million, or $551 million, which was the limit of our insurance proceeds. We elected to receive the insurance proceeds in Euro in order to match the currency
of the related business interruption losses and capital expenditures resulting from the Pori fire. For the six months ended June 30, 2018, we received €243
million, or $298 million, of insurance proceeds, while €225 million, or $253 million, was received during 2017.
During the second quarter of 2018, we engaged additional outside experts and hired and re-allocated additional internal resources for the Pori
rebuild, with an objective of improving both the execution and cost management of the project, and to update our view on the total cost of rebuilding the
site. This process identified additional damage outside
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the immediate fire zone leading to increased costs. Also during the quarter, our contractor on the site experienced a recent and significant safety incident,
which paused construction for several weeks while the incident was under investigation, and has extended the reconstruction timeline. These recent changes
have led us to believe now that a full rebuild and commissioning of our Pori facility and require more self-funding than our previous estimate of $325 to
$375 million, and may result in a longer period of time for project completion.
As a result of these recent developments and in light of our potential acquisition of the Ashtabula complex, we are reviewing options within our
manufacturing network, including the option of transferring the production of Pori's specialty and differentiated products to elsewhere in our network, and are
pacing our on-going construction activities at Pori accordingly during this period of review. We expect to account for our costs as capital expenditures and
fund them from cash from operations, which will decrease our liquidity in the periods those costs are incurred. Our premiums and deductibles may increase
substantially as a result of the fire.
In addition, we rely on a number of vendors, suppliers and, in some cases, sole-source suppliers, service providers, toll manufacturers and
collaborations with other industry participants to provide us with chemicals, feedstocks and other raw materials, along with energy sources and, in certain
cases, facilities that we need to operate our business. If the business of these third parties is disrupted, some of these companies could be forced to reduce their
output, shut down their operations or file for bankruptcy protection. If this were to occur, it could adversely affect their ability to provide us with the raw
materials, energy sources or facilities that we need, which could materially disrupt our operations, including the production of certain of our products.
Moreover, it could be difficult to find replacements for certain of our business partners without incurring significant delays or cost increases. All of these risks
could have a material adverse effect on our business, results of operations, financial condition and liquidity.
While we maintain business recovery plans that are intended to allow us to recover from natural disasters or other events that could disrupt our
business, we cannot provide assurances that our plans would fully protect us from the effects of all such disasters or from events that might increase in
frequency or intensity due to climate change. In addition, insurance may not adequately compensate us for any losses incurred as a result of natural or other
disasters. In areas prone to frequent natural or other disasters, insurance may become increasingly expensive or not available at all. Furthermore, some
potential climate-driven losses, particularly flooding due to sea-level rises, may pose long-term risks to our physical facilities such that operations cannot be
restored in their current locations.
Significant developments from the recent and potential changes in U.S. trade policies could have a material adverse effect on us.
The U.S. government has announced and, in some cases, implemented a new approach to trade policy, including renegotiating, or potentially
terminating, certain existing bilateral or multi-lateral trade agreements, as well as implementing the imposition of additional tariffs on certain foreign goods,
including finished products and raw materials such as steel and aluminum. These tariffs and potential tariffs have resulted or may result in increased prices for
goods and materials imported into the U.S. and, in some, cases may result or have resulted in price increases for U.S. sourced goods and materials. Changes in
U.S. trade policy have resulted and could result in additional reactions from U.S. trading partners, including adopting responsive trade policy making it more
difficult or costly for us to export U.S. products to other countries. These measures could also result in increased costs for products imported into the U.S. or
may cause us to adjust our worldwide supply chain. Either of these could require us to increase prices to our customers which may reduce demand, or, if we
are unable to increase prices, result in lowering our margin on products sold.
Various countries, and regions, including, without limitation, China, Mexico, Canada and Europe, have announced plans or intentions to impose or
have imposed tariffs on a wide range of U.S. products in retaliation for new U.S. tariffs. These actions could, in turn, result in additional tariffs being adopted
by the U.S. These conditions and future actions could have a significant adverse effect on world trade and the world economy. To the extent that trade tariffs
and other restrictions imposed by the United States increase the price of, or limit the amount of, raw materials and products imported into the United States,
the costs of our raw materials may be adversely affected and the demand from our products may be diminished, which could adversely affect our revenues and
profitability.
We cannot predict future trade policy or the terms of any renegotiated trade agreements and their impacts on our business. The adoption and
expansion of trade restrictions, the occurrence of a trade war, or other governmental action
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related to tariffs or trade agreements or policies has the potential to adversely impact demand for our products, our costs, our customers, our suppliers, and the
U.S. economy, which in turn could adversely impact our business, financial condition and results of operations.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The following table provides information with respect to shares of equity-based awards granted under our share incentive plans that we withheld
upon vesting to satisfy our tax withholding obligations during the three months ended June 30, 2018.
Total number of
shares
purchased(1)

April
May
June
Total
(1)

Average price
paid per share(1)

Total number of shares
purchased as part of
publicly announced plans
or programs

Maximum number (or approximate dollar
value) of shares that may yet be
purchased under the plans or programs

898
—
—

$

17.60
—
—

—
—
—

$

—
—
—

898

$

17.60

—

$

—

Represents shares purchased from employees to satisfy the tax withholding obligations in connection with the vesting of restricted stock units.

ITEM 6. EXHIBITS
Each exhibit identified below is filed as a part of this report. Exhibits designated with an "*" are filed as an exhibit to this Quarterly Report on Form
10-Q and Exhibits designated with an "+" indicates a management contract or compensatory plan.
Incorporated by Reference
Exhibit
Number
31.1*
31.2*
32.1*

Schedule
Form

Description
Certification of the Chief Executive Officer pursuant to Section 302 of the SarbanesOxley Act of 2002
Certification of the Chief Financial Officer pursuant to Section 302 of the SarbanesOxley Act of 2002
Certification of the Chief Executive Officer pursuant to Section 906 of the SarbanesOxley Act of 2002

32.2*

Certification of the Chief Financial Officer pursuant to Section 906 of the SarbanesOxley Act of 2002

101.INS*

XBRL Instance Document

101.SCH*

XBRL Taxonomy Extension Schema Document

101.CAL*

XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF*

XBRL Taxonomy Definition Linkbase Document

101.LAB*

XBRL Taxonomy Extension Labels Linkbase Document

101.PRE*

XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
VENATOR MATERIALS PLC
(Registrant)
Date:

July 31, 2018

By:
/s/ Kurt Ogden
Kurt Ogden
Senior Vice President and Chief Financial Officer

Date:

July 31, 2018

By:
/s/ Stephen Ibbotson
Stephen Ibbotson
Vice President and Controller
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Exhibit 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13A-14(A) and 15D-14(A),
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Simon Turner, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Venator Materials PLC;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in this report;
4.
The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrants and have:
(a)
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;
(b)
Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
(c)
Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d)
Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and
5.
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors or board of managers, as applicable (or persons performing
the equivalent functions):
(a)
All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b)
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.
Date: July 31, 2018

/s/ Simon Turner
Simon Turner
Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13A-14(A) and 15D-14(A),
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Kurt Ogden, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Venator Materials PLC;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in this report;
4.
The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrants and have:
(a)
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;
(b)
Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
(c)
Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d)
Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and
5.
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors or board of managers, as applicable (or persons performing
the equivalent functions):
(a)
All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b)
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.
Date: July 31, 2018

/s/ Kurt Ogden
Kurt Ogden
Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES‑OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Venator Materials PLC (the “Company”) for the period ended June 30, 2018 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Simon Turner, Chief Executive Officer of the Company, certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes‑Oxley Act of 2002, that, to my knowledge:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ Simon Turner
Simon Turner
Chief Executive Officer
July 31, 2018

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES‑OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10‑Q of Venator Materials PLC (the “Company”) for the period ended June 30, 2018 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Kurt Ogden, Chief Financial Officer of the Company, certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes‑Oxley Act of 2002, that, to my knowledge:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ Kurt Ogden
Kurt Ogden
Chief Financial Officer
July 31, 2018

