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STRATEGIC REPORT FOR THE YEAR ENDED 31 bECEMBER 2016
Principle activities and business review

‘The prmctpal activity of the Company is to act as an investment and holding company provudmg -
financing, management and administrative services to Group undertaklngs

As an investment and holding company that forms part of the Elementis plc group of companies,
whose structure is constantly evolving and based upon a variety of operational, regulatory and legal
factors, the company's directors do not believe that analysis of the company using key performance
indicators is necessary or appropriate for an understanding of the development,.performance or
position of the company. The key performance indicators of Elementis pic are discussed on page 14
of the 2016 Annual Report and Accounts, which does not form part of this report.-

The results of the year ended 31 December 2016 are set out in the profit & loss account on page 7.
' The loss for the year of $389.0 million compared to no movement in 2015, this was due an
impairment to investments in 2016.

Principal risks and unéer_tainties

The main risks that the business faces are its exposure-to changes in interest rates and its exposure
to changes in exchange rates. These risks are managed by the Company’s treasury function which
monitors interest rate risk, currency risk and liquidity risk for the Elementis Group as a whole.
Future developments '

The directors expect the general level of activity to remain consistent with 2016 in the forthcoming
‘year,

The Strategic report was approved by the Board and has been signed on its behalf by:

C Gilbert
Director

Date: O\ kee\u“\)u 2.0\
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Directors’ report for the year ended 31 December 2016

The directors submit their annual report and the audited financial statements for the year ended
31 December 2016.

Directors’ indemnities
There were no dirécton indemnities during the year ended 31 December 2016 (2015: nil).
Directors

Directors of the Company, who served throughout the year and to the date of this report, are as
follows: :

BG Taylorson (Resigned 7 October 2016)

W Wong ' -
J Sergeant (Resigned 31 October 2016)
C Gilbert (Appointed 1 November 2016)
R Hewins (Appointed 1 November 2016)

Going concern

After making enquiries, the directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. Letters of support have
been provided to support this expectation within all group entities. Accordlngly they continue to adopt
the going concern basis in preparing the financial statements.

Directors do not consider liquidity risk to be a significant risk for this entlty due to the inter-group
financing available when required. :

" Further details régarding the adoption of the going concern basis can be found in the statement of
accounting policies in the financial statements (see note 1).

Dividends

No ordinary share dividend was paid or proposéd during the year (2015: -£nil).

Political contributions ‘

The company made no political donations or incurred any political expendiiuré during the year.

Employment communications and involvement |

_ Itis Company policy to communicate witﬁ all e.amployees on 'major matters to encourage them to take
a wider interest in the affairs of the Company. This is done in a variety of ways including in-house

newspapers, bulletins and briefing sessions. The Company operates a savings-related share option
scheme allowing all UK employees an opportunity to become shareholders.
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Employment policies

The Company is committed to the principle of equal opportunities in employment, regardless of a
person’s race, creed, colour, nationality, gender, age, marital status or disability. Employment
policies are fair, equitable and consistent with the skills and abilities of the employees and the needs
of the Company business. :

These policies ensure that everyone is accorded equal opportunity for recruitment, training and
promotion. Where an employee becomes disabled whilst employed by the Company, every effort is
made to allow that person to continue in employment.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as
they are each aware, there is.no relevant audit information of which the Company auditor is unaware;
and each director has taken all the steps that he ought to have taken as a director to make himself
aware of any relevant audit information and to establish that the Company's auditor is aware of that
information. This confirmation is given and should be mterpreted in accordance with the provisions
of s418 of the Companies Act 2006.

Auditor

Pursuant to Section 485 of the Companles Act 2006, the members have reappomted Deloitte LLP
as statutory auditor.

By order of the Boar

C Gilbert Registered office:
Director ‘ Caroline House

~ . 55-57 High Holborn
Date: 2.9 SeS)\-e M\n.n,z w17 London

WC1V 6DX
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- Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in
" accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year. Under
that law the directors have elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law), including FRS 101 “Reduced Disclosure Framework’.

Under company law the directors must not approve the financial statements unless they are .
satisfied that they give a true and fair view of the state of affairs of the company and of the profit or
loss of the company for that period. In preparing these financial statements, the directors are
required to:

. select suitable accounting policies and then apply them consistently;
+ make judgements and estimates that are reasonable and prudent;

. state whether épplicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and :

« prepare the fi nancial statements on the going concern basis unless it is mapproprlate to presume
that the company will continue |n business.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 2006. They are also responsible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ELEMENTIS US LIMITED .

We have audited the financial statements of Elementis US Limited for the year ended 31 December 2016
- which comprise the Profit and Loss Account and Other Comprehensive Income, the Balance Sheet, the
Statement of Changes in Equity and the related notes 1 to 6. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including FRS 101 “Reduced Disclosure Framework”.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members asa body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to
the company's circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the
financial statements. In addition, we read all the financial and non-financial information in the annual report

- to identify material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
e give a true and fair view of the state of the company s affairs as at 31 December 2016 and for |ts loss
for the year then ended;
e have been properly prepared in accordance with United Klngdom Generally Accepted Accounting
Practice; and
e have been prepared in accordance with the requirements of the Companles Act 2006.

Opinion on other mattere prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
o the information given in the Strategic Report and the Directors’ Report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and
e the Strategic Report and the Directors’ Report have been prepared in accordance with apphcable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not |dent|f|ed any materlal misstatements in the Strategic Report and the Directors’
Report.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ELEMENTiS US LIMITED (CONTINUED)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:
o adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are-not made; or _
e we have not received all the information and explanations we require for our audit. N

James Hunter (Senior statutory auditor)
for and on behalf of Deloitte LLP
Statutory Auditor

Reading

United Kingdom

Date: 29 September 2017
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PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
for the year ended 31 December 2016

Notes . 2016 2015
' $'000 $'000
Impairment loss o S (385,000) -
(Loss)/profit on ordinary activities before tax ' (389,000) -
Tax on (loss)/profit on ordinary activities 3 , 'v - ' -
Profit for the year . ' (389,000) -
Total comprehensive income for the year , » (389,000) , -

All amounts above relate to continuing operations.

" There are no recognised gains and losses other than those in the profit and loss and other
comprehensive income above. '

The notes on pages 10 to 15 form part of these financial statements.



BALANCE SHEET )
" as at 31 December 2016 -

Fixed assets :
Investment in subsidiary undertakings

Current liabilities
Amounts owed to group undertakings

Total assets less current liabilities
Net assets

Capital and reserves

Called up share capital

Profit & loss account

Shareholders’ funds

Note

ELEMENTIS US LIMITED

_Annual report and financial statements

31 Decembe_r 2016 -

2016 2015
$’000 /$'000
320,000 709,000
(1,612) (1,612)
318,388 707,388
318,388 707,388
709,000 709,000
(390,612) (1,612)

318,388

707,388

There have been no transactions in either this year or the previous year and so no profit and loss -
.or other comprehensive income statements have been included.

The notes on pages 10 to 15 form part of these financial statements.

C Gilbe
Director
Elementis US Limited

Company registered number: 08005226

Approved by the Board and authorised for issue on 29 SoP\eu,}y 201%F

t



STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2016

Balance at 1 January 2015

Comprehensive income: -
Total comprehensive income for the perlod
Balance at 31 December 2015
Comprehensive income

Total comprehensive i income for the period

Balance at 31 December 2016

ELEMENTIS US LIMITED
Annual report and financial statements
31 December 2016

Called-up Profit and
Share loss Total |

capital account _

$000 $'000 $000

709,000 (1,612) 707,388

709,000 (1,612) 707,388

- (389,000) (389,000).

709,000 (390,612) 318,388

The notes on pages 10 to 15 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016 (continued)

 1

Accounting policies '

Elementis US Limited (‘the company’) is a Company mcorporated and domlcﬂed in the UK, |
registered in England & Wales and limited by shares.

These financial statements are presented in US dollars because that is the currency of the

primary economic environment in which the Company operates.

In preparing these financial statements, the Company applies the recognition, measurement and

disclosure requirements of International Financial Reporting Standards as adopted by the EU
(“Adopted IFRSs"), but makes amendments where necessary in order to comply with Companies
Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptlons has
been taken.

" As a qualifying entity whose results are consolidated into the Elementis plc consolidated financial

statements which include the equivalent disclosures, the Company has also taken the
exemptions under FRS 101 available in respect of the following disclosures:

Presentation of the cash flow statement and related notes;

Share based payments;

Disclosures in respect of the compensation of key management personnel;

Disclosures in respect of related party transactions;

Disclosures in respect of capital management;

The effects of new but not yet effective IFRSs; and,

Certain disclosures required by IFRS 13 Fair Value Measurement- and the disclosures
required by IFRS 7 Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently
to all periods presented. in these financial statements. The financial statements have been
prepared on a historical cost basis.

The Company meets the definition of a qualifying entity under FRS 101 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its separate financial
statements. The Company is exempt from the preparation and delivery of consolidated financial.
statements because it is consolidated in the financial statements of its parent, Elementis pic,
which may be obtained from the address as disclosed on note 5. A :

Going concern

- The financial statements have been prepared on a going concern basis, on the grounds that

Elementis plc, the ultimate parent company, will continue to provide financial and other support
to the company at least for the next twelve months from the date of approval of these financial
statements.

Classification of financial instruments issued by the Company .
Following the adoption of IAS 32, financial instruments issued by the Company are treated as
equity only to the extent.that they meet the following two conditions:

10
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. NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016 (continued)

1 Accounting policies (continued)

a) they include no contractual obligatiohs upon the Company to deli\)er cash or other
financial assets or to exchange financial assets or financial liabilities with another party
under conditions that are potentially unfavourable to the Company; and

b) where the instrument will or may be settled in the Company’s own equity instruments,
it is either a non-derivative that includes no obligation to deliver a variable number of
the Company's own equity instruments or is a derivative that will be settled by the
Company’s exchanging a fixed amount of cash or other financial assets for a fixed
number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial
liability. Where the instrument so classified takes the legal form of the Company’s own shares,
the amounts presented in these financial statements for called up share capital and share
premium account exclude amounts in relation to those shares.

Where a financial instrument that contains both equity and financial liability components eX|sts
these components are separated and accounted for individually under the above policy.

Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade
and other debtors, cash and cash equivalents, and trade and other créditors. ~

Trade and other debtors

Trade and other debtors are recognised |n|t|aIIy at fair value. Subsequent to initial recognltlon
they are measured at amortlsed cost using the effective interest method, less any impairment
losses.

Trade and other creditors _
Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition -
they are measured at amortised cost using the effective-interest method.

Investments in debt and equity securities
Investment in subsidiaries are stated at cost less impairment.

Foreign currencies

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are translated at the exchange rate ruling at the date. Foreign exchange

" differences arising on translation are recognised in the income statement. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at fair value are translated at
exchange rate ruling at the dates the fair value was determined. Exchange gains and losses on
foreign currency equity investments are taken to the profit and loss account.

11
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016 (continued)

1 Aceounting policies (continued)
Tax

~Tax on the profit or loss for the year comprises current tax. Tax is recognised in the profit and
loss account except to the extent that it relates to items recognised directly in equity or other
comprehensive i income, in which case it is recognised directly in equity or other comprehensive
income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantlvely enacted at the balance sheet date, and any adjustment
to tax payable in respect of previous years.

Impairment Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss’is assessed at each reporting
date to determine whether there is objective evidence that it is impaired. A financial asset is
impaired if objective evidence indicates that a loss event has occurred after the initial
recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

An impairment loss.in respect of a financial asset measured at amortised cost is calculated as
the difference between its carrying amount and the present value of the estimated future cash
flows discounted at the asset’s original effective interest rate. For financial instruments
measured at cost less impairment an impairment is calculated as the difference between its
carrying amount and the best estimate of the amount that the Company would receive for the
asset if it were to be sold at the reporting date. Interest on the impaired asset continues to be -
recognised through the unwinding of the discount. When a subsequent event causes the
amount of impairment loss to decrease the decrease in impairment loss is reversed through
prof it or loss.

Non-financial assets
The carrying amounts of the Company’s non-financial assets, other than, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such

- indication exists, then the asset’s recoverable amount is estimated. For goodwill, and
intangible assets that have indefinite useful lives or that are not yet avallable for use, the
recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For the purpose of
impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating

e

12
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016 (continued)

1 Accounting policies (continued) ' f

unit”). The goodwill acquired in a business combination, for the purpose of impairment testing,
is allocated to cash-generating units, or (‘CGU"). Subject to an operating segment ceiling test,
for the purposes of goodwill impairment testing, CGUs to which goodwill has been allocated
are aggregated so that the level at which impairment is tested reflects the lowest level at which
* goodwill is monitored for internal reporting purposes. Goodwill acquired in a business
combination is allocated to groups of CGUs that are expected to benefit from the synergies of
the combination. ’ . '
An impairment loss is recognised if the carrying amount of an asset or its CGU -exceeds its
estimated recoverable amount. Impairment losses are recognised in profit or loss. Impairment
losses recognised in respect of CGUs are allocated first to reduce the carrying amount of any
- goodwill allocated to the units, and then to reduce the carrying amounts of the other assets in
the unit (group of units) on a pro rata basis.

Critical accounting judgements and key sources of estimation uncertainty .
When applying the Company’s accounting policies, management must make a number of key
judgements on the application of applicable accounting standards and estimates and
assumptions concerning the carrying amounts of assets and liabilities that are not readily
apparent from other sources. These estimates and judgements are based on factors
considered to be relevant, including historical experience, which may differ significantly from the
actual outcome. The key assumptions concerning the future and other key sources of estimation
uncertainty that have a significant risk of causing a material adjustment to the amounts
recognised in the ﬁnancial statements are discussed below.

Key sources of estimation uncertamty -

The key assumptions concerning the future, and other key sources of estimation uncertainty at
the reporting period that may have a significant risk of causing a material misstatement to the
carrying amounts of assets and liabilities within the next financial year, are discussed below..

a) Impairment of investment in subsidiaries
Deterrhining whether investments in sdbsidiaries are impaired requires an estimation of their
value in use to the Company. The value in use calculation requires the entity to estimate the

future cash flows expected to arise from the investment and a suitable discount rate in order to
calculate present value.

13
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016 (continued)

2 Administrative expenses

Auditor’'s remuneration and expenses are borne by Elementis Holdings lelted an intermediate
parent undertaking.

Due to the nature of the operations of the Group, the remuneration of the directors for their services
to the Company is not contained in the records of the Company, as the amount of work performed
by the directors for the Company is immaterial. The emoluments of all the directors are borne by the
Company’s parent undertaking, Elementis- plc, or another group undertaking for which they
performed substantlally all of their executive duties. ,

The financial statements of Elementis plc are publicly available, details are disclosed in note 5.

There were no employees in the period. (2015: nil)

3 Tax
2016 2015
. : $°000 $'000
Factors affecting tax credit for the year:
(Loss)/profit on ordinary activities before tax (389,000) ‘ -
Tax on ordinary activities at 20% (2015: 20.25%) 77,800 -
ltems not taxable : . 4 (77,800) - -
Current tax credit for the year . - . -
4 Investments in subsidiary undertakings
2016 2015 -
, . $000  $000
At 1 January ' , 709,000 709,000
_Impairments : . (389,000) -
At 31 December , 320,000 709,000

The investments are in unlisted shares. .

14
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4

Investments in subsidiary undertakings (continued)

ELEMENTIS US LIMITED
Annual report and financial statements
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Related undertakings included in investments in subsidiary Underfakings-are as follows:

Group undertaking Principal activity Country of Equity Direct/
: Incorporation  held % . Indirect

_Elementis Global LLC Non-trading USA! - 100 Direct
Elementis Chromium Inc Chromium chemicals USA? 100  Indirect
Elementis LTP Inc * Chromium chemicals USA® 100  Indirect

L — Rheological additives, )
Elementis Specialties Inc colourants, waxes, other USA3 100  Indirect
specialty addltlves ‘ ‘

" American Chrome & Chemicals Inc Dormant - USA! 100 Indirect
lEnltc:amentls America Shared Serwces Dormant USA! 100 Indirect
Elementis Catalysts Inc Dormant USA! - 100 Indirect
Elementis Chemicals Inc Dormant USA! 100 Indirect "
Elementis Chromium America Inc Dormant USA? 100  Indirect
Elementis Pigments Inc Dormant USA! 100 Indirect
H & C Lumber Inc Dormant USA! 100  Indirect
Iron Oxides s.a.de. CV - Dormant USA Indirect

100

1 Registered office 1209 Orange Street, Wilmington, Delaware, 19801 US
2 Registered office Suite 1257, 300 Delaware Avenue, Wilmington, Delaware 19801 US

3 . Registered office 1209 Orange Street, Wilmington, Delaware, 19801 US

Notes: i : )
Equity capital is in ordinary shares, wholly-owned and voting rights equate to equity ownership.
The undertakings listed above have accounting periods ending 31 December.

e Inthe opmlon of the directors, the value of investments is not less than the value at which they
are mcluded in the balance sheet.

5 Called up share capital

Issued and fully paid

2016 ‘ 2015
$°000 $'000
709,000,001 ordinary shares of A 709,000 709,000

USD 1.00

-6 Ultimate parent undertakings

The Company’s ultimate parent undertaking and controlling party is Elementis plc. The Company’s
~ immediate parent undertaking is Elementis US Holdings Inc. Elementis plc was the smallest and
largest group to consolidate the financial statements of the Company. Copies of the consolidated
financial statements of Elementls plc may be obtained from Caroline House, 55-57 H|gh Holborn,
London, WC1V 6DX.
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