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Tronox LLC, Columbus

General Information

@

Page 1 of 2 !

ID Branch SIC County Basin Start End
1696 Chemical 2491 Lowndes Tombigbee River 10/27/1992
Address
Physical Address (Primary) Mailing Address
2300 14th Avenue North PO Box 268859
Columbus, MS 39701 Oklahoma City, OK 731268859
Telecommunications
Type Address or Phone
Work phone number (405) 775-5129
Alternate / Historic AI Identifiers
Alt ID Alt Name Alt Type Start Date |[End Date
2808700020 |[Tronox LLC, Columbus Air-AIRS AFS 10/12/2000|06/01/2002
Kerr McGee Chemical . .
168000020 Corporation, Columbus Air-Construction 06/12/1998
Kerr McGee Chemical Air-Synthetic Minor
168000020 Corporation, Columbus Operating 06/06/199706/01/2002
Kerr McGee Chemical Air-Synthetic Minor
168000020 Corporation, Columbus Operating 06/12/1998/06/01/2002
Kerr McGee Chemical .
MSR220010 Corporation, Columbus GP-Wood Treating 10/27/1992|07/13/1997
Kerr McGee Chemical
MSD990866329 Corporation, Columbus Hazardous Waste-EPA ID 10/12/2000
Kerr McGee Chemical
MSD990866329 Corporation, Columbus Hazardous Waste-TSD 06/11/2001]04/12/2006
MSD990866329|Tronox LLC, Columbus Hazardous Waste-TSD 04/13/2006)05/31/2011
1696 Kerr McGee Chemical Corporation |Historic Site Name 10/27/1992(04/10/2006
1696 Tronox, LLC Official Site Name 04/10/2006
Kerr McGee Chemical
MSP090021 Corporation, Columbus Water-Pretreatment 10/11/1994|10/10/1999
Kerr McGee Chemical
MSP090021 Corporation, Columbus Water-Pretreatment 08/23/2000(07/31/2005
Kerr McGee Chemical
MSP090021 Corporation, Columbus Water-Pretreatment 10/31/2005{04/12/2006
MSP090021 Tronox LLC, Columbus Water-Pretreatment 04/13/2006(09/30/2010
Regulatory Programs
Program SubProgram Start Date |End Date
Air NSPS Subpart Dc 09/12/1990(06/01/2002
Air SM 06/06/1997(06/01/2002
Hazardous Waste Large Quantity Generator |04/01/1997
Hazardous Waste TSD - Not Classified 06/11/2001
Water PT CIU 10/11/1994|09/01/2003
Water PT CIU - Timber Products 10/11/1994/09/01/2003
http://opcweb/ensearch/agency_interest_details.aspx?ai=1696 10/13/2006
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Processing (Subpart 429)
Water PT NCS 09/01/2003
Water PT SIU 10/11/1994
Locational Data
Latitude Longitude Metadata S/T/R Map Links
33°30" 88 ° 24" Point Desc: PG - Plant entrance Section: SWIMS
38 .51 34 .02 (General) Data collected by Louis Township: TerraServer
(033.510697) [(088.409450) [Crawford on 7/11/00. PG - Plant ) Map It
Entrance (General) Data collected by Range:

Clift Jeter on 6/13/02. LAT 33deg 30min
36.6sec LON 88deg 24min 35.1sec

Method: GPS Code (Psuedo Range)
Differential

Datum: NADS83

Type: MDEQ

10/13/2006 10:29:50 AM

http://opcweb/ensearch/agency_interest_details.aspx?ai=1696 10/13/2006
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Kerr McGee Chemical Corporation, Columbus

Al General Information

AlID Branch SIC County Basin Start End

1696 Chemical Branch 2491 Lowndes Tombigbee River Basin 10/27/1992

Physical and Mailing Address

Physical Address (Primary) Mailing Address
2300 14th Avenue North 2300 14th Avenue North
Columbus, MS 39701 Columbus, MS 39701

Telecommunications

Type Address or Phone

Work phone number (662) 328-7551

Alternate / Historic Al Identifiers

AltID Alt Name Alt Type Start Date | End Date
08700020 Kerr McGee Chemical Corporation, Columbus Air-AIRS AFS 10/12/00

168000020 Kerr McGee Chemical Corporation, Columbus Air-Construction 06/12/98

168000020 Kerr McGee Chemical Corporation, Columbus Air-Synthetic Minor Operating 06/06/97 06/01/02
168000020 Kerr McGee Chemical Corporation, Columbus Air-Synthetic Minor Operating 06/12/98 06/01/02
MSR220010 Kerr McGee Chemical Corporation, Columbus GP-Wood Treating 10/27/92

MSD990866329 Kerr McGee Chemical Corporation, Columbus Hazardous Waste-EPA ID 10/12/00

MSD990866329 Kerr McGee Chemical Corporation, Columbus Hazardous Waste-TSD 06/11/01 05/31/11
1696 Kerr McGee Chemical Corporation Official Site Name 10/27/92

MSP090021 Kerr McGee Chemical Corporation, Columbus Water-Pretreatment 10/11/94 10/10/99
MSP090021 Kerr McGee Chemical Corporation, Columbus Water-Pretreatment 08/23/00 07/31/05

Regulatory Programs

Program SubProgram
Air NSPS Subpart Dc
Air SM - Not Classified
Hazardous Waste TSD - Not Classified

http://opcweb/ensearch/agency _interest details.aspx?ai=1696 12/10/2003
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Office of Pollution Control
Hazardous Waste Financial Assurance Review

2 Mississippi Department of Environmental Quality

Site Name: Tronox LLC, Columbus

EPA ID: MSD990866329

Permit Number: Hazardous Waste-TSD Permit No. MSD990866329

Physical Address Mailing Address
2300 14th Avenue North PO Box 268859
Columbus, MS 39701 Oklahoma City, Oklahoma 73126-8859

Lowndes County

Date Received: 01/14/2009

Date Reviewed:01/14/2009

Evaluation Type: FRR - Financial Records Review
Financial Assurance Mechanism: Financial Test
Reviewer: David Peacock

Comments

Based on reports of pending bankruptcy filing by Tronox, MDEQ issued a letter requesting that
Tronox provide evidence that they could still use the Financial Test to provide FA at its
Columbus, Mississippi facility, and if they could not demonstrate that the FT mechanism was
still acceptable, provide an alternate mechanism to maintain its RCRA financial requirements.

Signature: Date:

Agency Interest No. 1696 lofl
AFR20090001
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Financial Assurance Requirements:
A Fundamental Compliance Obligation

Failure to Comply with Financial Assurance Requirements Puts
Human Health and the Environment at Risk

e Casmalia Resources Hazardous
Waste Management Facility was a
252-acre commercial hazardous waste
treatment, storage and disposal facility
located in Santa Barbara County, Cali-
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newsletter electronically, send an
email to the edijtor.

Director, Office of Regulatory
Enforcement: Walker B. Smith

Editor: Virginia Bueno
bueno.virginia@epa.gov

fornia. Between 1973 and 1989, the fa-
cility accepted approximately 5.6 bil-
lion pounds of waste in its landfills,
ponds, shallow wells, disposal
trenches, and treatment units. The own-
ers and operators of the Casmalia fa-
cility did not provide sufficient funds
to close the facility and care for the
site. In 1991, they abandoned their ef-
forts to properly close the facility and
clean up the site, which subsequently
became known as the Casmalia Re-
sources Superfund Site. The U.S. En-
vironmental Protection Agency (EPA)
estimates that it will cost at least $272
million to remediate this site. Casmalia
is an example of how hazardous waste
facilities’ failure to adequately fulfill
their financial assurance obligations can
result in Superfund sites.

Given the importance of prevent-
ing situations like Casmalia, EPA is step-
ping up its enforcement of the Re-
source Conservation and Recovery Act
(RCRA) financial assurance require-
ments that ensure that persons handling
hazardous wastes have adequate funds
to close facilities, clean up any releases
of those wastes, and compensate oth-
ers that are harmed by the release of
hazardous wastes.

This Enforcement Alert focuses on
the financial assurance requirements for
RCRA hazardous waste facilities and

highlights:
B Financial assurance require-

ments;

B Financial mechanisms available
for complying with financial assurance
requirements;

M Common violations of finan-
cial assurance requirements;

B Situations that may trigger an
owner’s or operator’s duty to substi-
tute the financial assurance mechanism;
and

B Significant court decisions ad-

dressing financial assurance require-
ments.

Financial Assurance
Requirements for

Hazardous Waste Facilities

Financial assurance requirements
address the cost of closing a hazard-
ous waste facility in accordance with
RCRA Subtitle C requirements; the an-
nual cost required for post-closure
monitoring and maintenance; liability
coverage for sudden and non-sudden
accidental occurrences; and corrective
action required at solid and hazardous
waste management units. Financial as-
surance requirements under Subtitle C
cover permitted and interim status fa-
cilities. Financial assurance is required
under RCRA Section 3004(a) and (t),
and implementing requirements are
found at 40 C.F.R. Part 264, Subpart H
(for permitted facilities) and at 40 C.F.R.

4 d 4
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Part 265, Subpart H (for interim status
facilities). Where EPA has authorized a
state to operate a hazardous waste pro-
gram in lieu of the federal program, that
state imposes financial assurance regu-
lations that are at least as stringent as
the federal regulations. Owners or op-
erators of facilities located in an autho-
rized state are required to comply with
such state-issued financial assurance
requirements, which are subject to en-
forcement by the state and EPA.

Closure and Post-Closure Require-
ments: Owners or operators of haz-
ardous waste facilities must provide fi-
nancial assurance for closure and post-
closure care. They can accomplish this
through a trust fund, surety bond, let-
ter of credit, insurance policy, or finan-
cial test and corporate guarantee. Own-
ers or operators must maintain finan-
cial assurance until the required closure
and post-closure tasks are completed,
a certification of completion has been
submitted to the appropriate agency, and
the owner or operator has received a
notification from that agency indicat-
ing that financial assurance is no longer
required.

Liability Requirements for Acci-
dents: Owners or operators of hazard-
ous waste facilities must be able to com-
pensate third parties for bodily injury
or property damage that might result
from the accidental release of hazard-
ous wastes. All hazardous waste facili-
ties must demonstrate liability cover-
age for such sudden accidents. Haz-
ardous waste facilities with land-based
units such as landfills must also dem-
onstrate liability coverage for non-sud-
den accidents, defined as events that
take place over time and involve con-
tinuous or repeated exposure to haz-
ardous waste.

Owners or operators may provide
financial assurance for liability cover-

April 2003

age through a trust fund, surety bond,
letter of credit, insurance policy, or fi-
nancial test and corporate guarantee.
Owners or operators must maintain fi-
nancial assurance until closure is com-
pleted, a certification of completion has
been submitted to the appropriate
agency, and the owner or operator has
received a notification from the appro-
priate agency indicating that financial
assurance is no longer required. Liabil-

ity coverage is generally not required
during the post-closure period.

Situations Triggering Need
to Replace Financial

Mechanisms
EPA’s regulations require owners or
operators of hazardous waste facilities

4 d g

Financial Mechanism

M A trust fund allows an owner or operator to set aside money in
increments according to a phased-in schedule (known as the pay-in period).
At the end of the pay-in period, the facility will have enough money set aside

to cover its financial assurance costs, and will have funds specifically
earmarked for closure, post-closure care, and liability requirements.

B A surety bond is a guarantee by a surety company that the owner’s or
operator’s financial assurance obligations will be fulfilled. [f the owner or
operator fails to pay or perform as specified in a bond, the surety company
will become liable.

M A letter of creditis a guarantee by a financial institution that covers the
owner’s or operator’s closure or post-closure care obligations. The
appropriate agency may draw on the letter of credit if the owner or operator
fails to perform.

M An insurance policy guarantees that funds will be available for closure
or post-closure care in the event that the owner or operator fails to perform.
Once closure or post-closure care begins, the insurer will be responsible for
paying out funds, up to the face value of the policy, as directed by the
appropriate agency.

M An owner or operator with the financial assets to absorb the costs of
closure, post-closure care, and liability obligations may comply with financial
assurance requirements by using the financial test. EPA’s regulations set
out the criteria that an owner or operator must meet to pass the financial
test.

M An owner or operator may arrange a corporate guarantee by
demonstrating that its corporate parent, grandparent, or sibling, or other firm
with which it has a substantial business relationship, meets the financial test
requirements on the owner’s or operator’s behalf. The corporate guarantor is
required to perform closure or post-closure care, or to establish a trust fund,
where the owner or operator fails to perform.
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to replace the facility’s financial mecha-
nisms in certain situations. The most
common situations, which involve the
incapacity of the institution issuing the
financial mechanism, are discussed be-
low:

« If the institution issuing a letter
of credit declares bankruptcy or has
its issuing authority suspended or re-
voked by the relevant state or federal
agency, the owner or operator of the
hazardous waste facility has 60 days
to establish other financial assurance.

* The financial institution issuing a
surety bond must be listed as an ac-
ceptable surety of federal bonds in Cir-
cular 570 of the U.S. Department of
the Treasury. If the surety company en-

ters bankruptcy or has its authority to
issue surety bonds suspended or re-
voked by Treasury, the owner or op-
erator of the hazardous waste facility
has 60 days to establish other financial
assurance. Copies of Circular 570 and
interim changes may be obtained di-
rectly from the Government Printing
Office by calling (202) 512-1800. In-
terim changes are published in the Fed-
eral Register and at http://
www.fms.treas.gov/c570/c570.html as
they occur.

* An insurance company must be
licensed to transact the business of in-
surance, or must be eligible to provide
insurance as an excess or surplus lines
insurer, in one or more states. If the
insurance company becomes bankrupt
or has its authority to issue insurance
suspended or revoked, the owner or

care.

the financial mechanism.

debtor.

Common Violations of the Financial

surance R

« Failure to obtain financial assurance.

» Failure to substitute financial assurance based on the issuing financial
institution’s incapacity, through, for example, bankruptcy, rehabilitation, or
removal from the U.S. Department of Treasury’s Circular 570.

* Failure to maintain current cost estimates for closure and post-closure

* Failure to adjust closure or post-closure care costs for inflation. An owner
or operator is required to adjust the estimated closure or post-closure care
costs for inflation 60 days prior to the anniversary date of the establishment of

+ Failure to adjust financial assurance coverage within 60 days after an
increase in the adjustment to closure or post-closure care cost estimates.

* Failure to notify the appropriate agency, within 10 days, of the com-
mencement of a bankruptcy proceeding naming the owner or operator as

iremen

* Failure of an owner or operator relying on the financial test to: (1) update
the facility's financial information annually; (2) notify the appropriate agency of
the owner’s or operator’s intent to obtain alternate financial assurance; or 3)
obtain alternate financial assurance within 90 days after the end of the fiscal
year in which the owner or operator no longer meets the financial test require-
ments.

April 2003

operator of the hazardous waste facil-
ity has 60 days to establish other liabil-
ity coverage.

* An owner or operator using the
financial test must send updated in-
formation to the appropriate agency
within 90 days after the close of each
fiscal year to provide alternate financial
assurance.

Significant Court Decisions
Address Financial

Assurance Requirements

Owners and operators of RCRA haz-
ardous waste facilities that fail to ob-
tain or maintain acceptable financial as-
surance are in violation of the law. EPA
and authorized states have taken en-
forcement actions against persons and
entities not in compliance with finan-
cial assurance requirements.

In Safety-Kleen, Inc. (Pinewood) v.
Wyche, 274 F. 3d 846 (4th Cir. 2001),
the court held that financial assurance
requirements are exempt from the au-
tomatic stay provisions under the Bank-
ruptcy Act. The court held that South
Carolina, a state authorized to run the
program under RCRA, can issue and
enforce orders to force companies to
comply with financial assurance re-
quirements during bankruptcy. The
court concluded that the RCRA finan-
cial assurance requirements fall within
the government’s “regulatory exception”
from the bankruptcy automatic stay
provision because the financial assur-
ance regulations serve the primary pur-
pose of deterring environmental mis-
conduct. “Stated more positively, the
[financial assurance] regulations serve
to promote environmental safety in the
design and operation of hazardous waste
facilities. The incentive for safety is
obvious: the availability and cost of a
bond will be tied directly to the struc-
tural integrity of a facility and the sound-

>
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ness of its day-to-day operations.” Id.
at 866.

In U.S. v. Power Engineering Co.,
191 F.3d 1224 (10th Cir. 1999), the
Tenth Circuit Court of Appeals upheld

Useful Compliance
Assistance Resources

Office of Enforcement and
Compliance Assurance:
http://www.epa.gov/compliance

RCRA Enforcement Division:
http://www epa.gov/compliance/civil/
programs/rcra/index.html

RCRA Financial Assurance
Website:
http://www.epa.gov/osw/
hazwaste htm#finance

RCRA Online:
http://www.epa.gov/rcraonline

National Compliance Assistance
Clearinghouse:
http://iwww.epa.gov/clearinghouse

Compliance Assistance Centers:
hitp://www.assistancecenters.net

Small Business Gateway:
http://www.epa.gov/smallbusiness

EPA’s Audit Policy:
http://oecaftp.sdc-moses.com/
compliance/incentives/auditing/

a district court decision granting EPA’s
request for an injunction requiring the
Power Engineering Company to imme-
diately comply with financial assurance
requirements to ensure funds would be
available to close its hazardous waste
management units and to abate releases
of hazardous waste from its facility.
Power Engineering had illegally dis-
posed of and managed hazardous waste
for many years, and the hazardous
waste, in some instances, had migrated
into the groundwater and released into
a nearby river. The 10th Circuit, in af-
firming the district court decision, re-
quired the company to immediately pro-
vide $3.5 million in financial assurance.

Self-Disclosure of Financial

Assurance Violations

The use of effective financial assur-
ance mechanisms is necessary to en-
sure the protection of human health and
the environment.

EPA encourages owners or opera-
tors who believe they may be in viola-
tion of these requirements to take ad-
vantage of the Agency’s Audit Policy,
Incentives for Self-Policing: Discov-
ery, Disclosure, Correction and Preven-
tion of Violations, 60 F.R. 66,706
(Dec. 22, 1995). The Audit Policy elimi-
nates gravity-based penalties for own-
ers or operators that voluntarily dis-
cover, promptly disclose, and expedi-

@ Recycled/Recyclable. Printed with Soy/Canola Ink on paper that contains at least 30% recycled fiber

tiously correct violations of federal en-
vironmental law.

Further information about the
Policy may be found at http://
www.epa.gov/compliance/incentives/
auditing/auditpolicy.html. Owners or
operators interested in conducting an
audit or disclosing violations should con-
tact the appropriate EPA Regional of-
fice. Owners or operators with facili-
ties located in more than one Region
should contact Phil Milton, EPA’s Of-
fice of Regulatory Enforcement, Office
of Enforcement and Compliance Assur-
ance, (202) 564-5029, or email:
milton.philip@epa.gov.

For more information on RCRA
financial assurance requirements,
contact Lynn Holloway, Office of
Regulatory Enforcement, Office of En-
forcement and Compliance Assurance,
(202) 564-4241 or email:
holloway.lynn@epa.gov.

For compliance assistance infor-
mation, contact Sharie Centilla, (202)
564-0697, Email: centilla.sharie@epa.gov.
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Mississippi Department of Environmental Quality
Office of Pollution Control

y Financial Assurance Review
April, 2006

Site Name: Tronox, LLC (formerly Kerr McGee Chemical Corporation), Columbus

EPA ID: MSD990866329

Permit No: Hazardous Waste-TSD MSD990866329
Physical Address Mailing Address

2300 14th Avenue North PO Box 268859

Columbus, MS 39701 Oklahoma City, Oklahoma 73126-8859
Lowndes County

Date of Evaluation: 04/03/06

Evaluation Type: Financial Assurance Review
Investigator: Larry Hamil

Significant Non-Complier: N

Comments: Liability coverage for Closure/Post-Closure care is demonstrated through a "Financial Test"
instrument, employing Alternative I. The Columbus facility manufacturing operations were discontinued in 2003
and closure has since been completed and closure costs are no longer applicable. Post-closure cost estimates are
$157,856 and Corrective Action cost estimates are $707,698. As a note of explanation, Tronox was formed on May
17, 2005, in Delaware, in preparation for the contribution and transfer of Kerr-McGee's chemical business to
Tronox, which was completed in the fourth quarter, 2005. The 2005 RCRA Inflation Factor is . The 2005 estimated
liability coverage of all affected sites in the U.S. is $37, 333,000.

Criteria necessary to demonstrate financial assurance, employing the Financial Test, Alternative I instrument, have
been satisfied and include the following:

1. Net working capital not less than 6x current closure/post-closure, etc. cost estimates (15x demonstrated);
2. Tangible net worth greater than $10,000,000 ($409,421,000 demonstrated);

3. Total assets not less than 6x current closure, post-closure, etc. cost estimates due to having <90% total assets in
the U.S. (25x demonstrated);

4. Liabilities to net worth ratio <2 (0.48 demonstrated);
5. Current assets to current labilities ratio >1.5 (2.28 demonstrated); and
6. Net income to liabilities ratio >0.1 (0.39 demonstrate).

Signature:

pate:_ ¥/~3-04

cc: Data Integration Division

Agency Interest No. 1696 1of2
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Mississippi Department of Environmental Quality
Office of Pollution Control

TSD Facilities
COocw - Chemical/Physical/Biological
[OIper - closure/post-Closure
Opce - contingency Plan
KbFR - Financial Responsibility
Opes - @eneral standards
Opew - Groundwater Monitoring
[IbIN - Incineration
ObrF - Landfill
[IpLB - rand Ban
[ObLT - Land Treatment
ObMc - container Management
[OOoMR - Manifest
[Ipor - other Requirements
[IpoT - other Requirements (oversight)
OpeB - Part B Permit Application
Oppp - preparedness Prevention

Generator Facilities

[JGER - All Requirements (oversight)

Oeer - General Requirements
Oa®r - Manifest
Oews - rand Ban

[Jeor - waste Min. Program
Annual/Biennual HW Report

Transporters
[OrerR - General standards
Om™R - Manifest
[Jror - other Requirements

Agency Interest No. 1696

20f2

Opsz
OpTr
()%
Clowe
Oeas

Ocss
[Isrr
Oses
OlBzs
Cece
[Jepr
[Ooza
Coes
Cloop

CIowmx

Oepr
Oerr
Oesc

Cleso

Surface Impoundments

Waste Tanks

Thermal Treatment

Waste Pile

C/A Compliance Schedule

Former Enforcement Agreenments
Compliance Schedule Violation

Differ Stds for Regulation of Residue
BIF Permit Standards

BIF Interim Standards

BIF Stds to Control Emissions
BIF Stds to Direct Transfer
Incinerator Waste Analysis
Incinerator Performance Standards
Incinerator

Operating Requirements

Incinerator Monitoring and Inspection

Pre-Transport
Recordkeeping
Special Conditions:

SQG Requirements

Ocesoe Requirements

Otwo - mw Discharges

OTrr - 211 Requirements



March 31, 2006

FEDERAL EXPRESS

Executive Director

MISSISSIPPI DEPARTMENT OF ENVIRONMENTAL QUALITY
P. O. Box 10385

2380 Hwy. 80 West

Jackson, Mississippi 39204

Dear Executive Director:

I am the chief financial officer of Tronox LLC (formerly Kerr-McGee Chemical LLC), 123 Robert
S. Kerr Avenue, Oklahoma City, Oklahoma 73102. This letter is in support of the use of the
financial test to demonstrate financial responsibility for liability coverage and post-closure care as
specified in Subpart H of the Mississippi Hazardous Waste Regulations Parts 264 and 265.

The firm identified above is the owner or operator of the following facilities for which liability
coverage for both sudden and non-sudden accidental occurrences is being demonstrated through
the financial test specified in Subpart H of the Mississippi Hazardous Waste Regulations Parts 264
and 265: NONE

The firm identified above guarantees, through the guarantee specified in Subpart H of the
Mississippi Hazardous Waste Regulations Parts 264 and 265, liability coverage for both sudden
and non-sudden accidental occurrences at the following facilities owned or operated by the
following: NONE.

1. The firm identified above owns or operates the following facilities for which financial assurance
for closure or post-closure care is demonstrated through the financial test specified in Subpart H of
the Mississippi Hazardous Waste Regulations Parts 264 and 265. The current closure and/or post-
closure cost estimates covered by the test are shown for each facility:

EPA IDENTIFICATION NO. COST ESTIMATES
Name & Address Closure Post Closure Corrective Action
MSD 990866329 N/A $157,856 $707,698
Tronox LLC
607 14th Street, North
Columbus, MS 39701

Tronox LLC

123 Robert S. Kerr Avenue, Oklahoma City, Oklahoma 73102 + P.O. Box 268859, Oklahoma City, Oklahoma 73126-8859
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MSD 081387730 N/A 323,667 283,908
Tronox LLC

Hwy 11 South

P.O. Box 789

Meridian, MS 39301

MSDEQ Order #459903 N/A 553,500 N/A
Tronox LLC

Intersection of Pine and Corrine

Hattiesburg, MS

2. The firm identified above guarantees, through the guarantee specified in Subpart H of the
Mississippi Hazardous Waste Regulations Parts 264 and 265, the closure and post-closure care or
liability coverage of the following facilities owned or operated by the guaranteed party. The
current cost estimates for the closure or post-closure care so guaranteed are shown for each facility:
NONE

3. In States where the DEQ is not administering the financial requirements of Subpart H of the
Mississippi Hazardous Waste Regulations Parts 264 and 265, this firm is demonstrating financial
assurance for the closure or post-closure care of the following facilities through the use of a test
- equivalent or substantially equivalent to the financial test specified in Subpart H of the Mississippi
Hazardous Waste Regulations Parts 264 and 265. The current closure and/or post-closure cost
estimates covered by such a test are shown for each facility:

EPA IDENTIFICATION NO. COST ESTIMATES
Name & Address Closure Post Closure Corrective Action

NVD 008290330 N/A $482,361 N/A
Tronox LLC

P.O.Box 55

Henderson, NV 89015

Region IX

MOD 007128978 N/A 1,553,500 N/A
Tronox LLC

P.O. Box 6208

2300 Oakland

Kansas City, MO 64126

ILD 020367561 N/A 619,005 N/A
Tronox LLC

P.O. Box 166

Madison, IL 62060
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MISSISSIPPI DEPARTMENT OF ENVIRONMENTAL QUALITY

PAGE 3

IDD 041310707
Tronox LLC

P.0.Box 478

Soda Springs, ID 83276
(CERCLA)

MOD 007129408
Tronox LLC

2800 W. High Street
Springfield, MO 65803

TXD 057111403
Tronox LLC

155 Buchanan Rd
Texarkana, TX 75501
Texas Reg. #31002

ILD 980607493
Tronox LLC
2702 Odgen Ave.
Sauget, IL 62201

SCD 987591815
Tronox LLC
7746 Hwy 17 S.
Jericho, SC

Case #91-C-1396\92-C-6
Moss American Superfund Site
107" St. & Brown Deer Road
Milwaukee, WI

CERCLA #10-200-3-0011
White King/Lucky Lass Site
Fremont National Forest
Lakeview, OR

N/A

N/A

N/A

3,288,146

N/A

7,000,000

N/A 1,000,000
1,530,605 297,575
968,867 1,844,336
2,722,418 N/A
3,500,000 N/A
2,500,000
12,410,779

4. The firm identified above owns or operates the following hazardous waste management
facilities for which financial assurance for closure or, if a disposal facility, post-closure care is not
demonstrated either to the EPA or a State through the financial test or any other financial assurance
mechanisms specified in Subpart H of the Mississippi Hazardous Waste Regulations Parts
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MISSISSIPPI DEPARTMENT OF ENVIRONMENTAL QUALITY
PAGE 4

264 and 265 or equivalent or substantially equivalent State mechanisms. The current closure and/or
post-closure cost estimates not covered by such financial assurance are shown for each facility:
NONE

5. This firm is the owner or operator of the following UIC facilities for which financial assurance
for plugging and abandonment is required under 40 CFR Part 144. The current closure cost
estimates required by 40 CFR 144.62 are shown for each facility: NONE

This firm is not required to file a Form 10K with the Securities and Exchange Commission for the
latest fiscal year.

The fiscal year of this firm ends on December 31. The figures for the following items marked with
an asterisk are derived from this firm's independently audited, year-end financial statements for the
latest completed fiscal year ended December 31, 2005.
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ALTERNATIVE
(Thousands of Dollars)
1 Sum of current closure and post-closure cost estimates (Total of
all cost estimates listed above.)
$ 29,333
2 Amount of annual aggregate liability coverage to be demonstrated
$ 8,000
3 Sum of lines 1 and 2 $ 37,333
*4 | Total liabilities (If any portion of your closure or post-closure cost
estimates is included in your total liabilities, you may deduct that
portion from this line and add that amount to lines 5 and 6)
$ 689,234
*5 | Tangible Net Worth $ 409,421
*6 | Net Worth $ 437,613
*7 | Current Assets $ 483,375
*8 | Current Liabilities $ 211,666
*9 | Net Working Capital (Line 7 minus Line 8) $ 271,709
*10 | The sum of net income plus depreciation, depletion and
amortization $ 83,418
*11 | Total assets in U.S. (required only if less than 90% of assets are $ 967,990
located in U.S.)
YES | NO
12 | Isline 5 at least $10 million? X
13 | Isline 5 at least 6 times line 3? X
14 | Isline 9 at least 6 times line 3? X
*15 | Are at least 90% of assets located in the U.S.? (If not, complete X
line 16)
16 | Isline 11 at least 6 times line 3? X
17 | Is line 4 divided by line 6 less than 2.0? X
18 | Isline 10 divided by line 4 greater than 0.1? X
19 | Is line 7 divided by line 8 greater than 1.5? X
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I hereby certify that the wording of this letter is substantially identical to the wording specified in
Subpart H of the Mississippi Hazardous Waste Regulations as such regulations were constituted on
the date shown immediately below.

March 31, 2006
Date Mary Mikkelsgd, Senior Vice President

& Chief Financial Officer
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Mississippi Department of Environmental Quality
Office of Pollution Control

/ Financial Assurance Review
April, 2004

Site Name: Kerr McGee Chemical Corporation, Columbus
EPA ID: MSD990866329

Permit No: Hazardous Waste-TSD MSD990866329

Physical Address Mailing Address

2300 14th Avenue North 2300 14th Avenue North
Columbus, MS 39701 Columbus, Mississippi 39701
Lowndes County

Date of Evaluation: 04/08/04

Evaluation Type: Financial Assurance Review
Investigator: Larry Hamil

Significant Non-Complier: N

Comments: Liability coverage for Closure/Post-Closure care is demonstrated through a “Financial Test”
instrument, employing Alternative 1. Manufacturing operations were permanently discontinued and the facility
closed in 2003. However, on-going corrective action costs are included, estimated at $680,916.00 (vs. $692,967 in
2002). The 2003 RCRA Inflation Factor is 1.016. Estimated Liability coverage at the end of 2003 for all the
corporation’s eleven (11) sites in the U.S. is $20,224,000 (vs. $20,066,000 in 2002). The 2003 post-closure care
estimated cost for the Columbus, MS site is $151,882, a decrease of $2,567 from the 2002 estimate of $154,449.
Also, the Financial Test reports that at least 90% of the company’s assets are now located in the U.S., which has not
been the case documented by previous reports.

Although the cost estimates do not satisfy the applicable inflation adjustment, of which further inquiry will be made,
all other criteria necessary to pass the Financial Test Alternative I demonstration have been satisfied, which include:

Net working capital not less than 6x current closure/post closure cost estimates (16x),
Tangible net worth greater than $10 million ($683 million);

90% of total assets located in U.S.;

Liabilities to net worth ration less than 2 (0.853); and

Current assets to current liabilities ratio greater than 1.5 (2.837).

Signature: ( . JQ)\)W&J/WIM:&
Date: 4(/ 3/ o4 ' '

cc: Data Integration Division

GO AW

Agency Interest No. 1696 lof2
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Mississippi Department of Environmental Quality
Office of Pollution Control

TSD Facilities
OpcH - Chemical/Physical/Biological
OpcL - Closure/Post-Closure
[Obcp - contingency Plan
XIDFR - Financial Responsibility
Obes - General standards
Cpew - Groundwater Monitoring
[piN - Incineration
OporP - randfill
oiB - Land Ban
Obr? - Land Treatment
OoMc - Container Management
OoMr - Manifest
Cpor - other Requirements
Opor - other Requirements (Oversight)
COpee - pPart B Permit Application
Oppp - Preparedness Prevention

Generator Facilities

eER - All Requirements (Oversight)
General Requirements
OeMrR - Manifest

Oeis -
OGor - waste Min.
Annual/Biennual BW Report

Land Ban

Program

Transporters

OTerR - General Standards

OrR - Manifest

OTor - other Requirements

Agency Interest No, 1696

20f2

Opsz:
CoTr
Oorr
Oowe

OIrea
Ocss
Oerr
Oees
Oszs

Osor
Opza
Opes
Coor

Comz

Oeer
Oerr
Oesc

Oase

surface Impoundments
Waste Tanks

Thermal Treatment
Waste Pile

C/A Compliance Schedule

Former Enforcement Agreements
Compliance Schedule Violation

Differ Stds for Regulation of Residue
BIF Permit Standards

BIF Interim Standards

BIF Stds to Control Emissions

BIF Stds to Direct Transfer
Incinerator Waste Analysis
Incinerator Performance Standards
Incinerator Operating Requirements

Incinerator Monitoring and Inspection

Pre-Transport
Recordkeeping
Special Conditions

SQG Requirements

[JceEsQe Requirements

Omwp - BW bDischarges

OTRR - All Requirements



_ OAZARDQUS WASTE DIVISIO( —

RCRIS CM&E EVALUATION ENTEREDBY:__
DATE _/__ /1
Facility ID:_M3D 970866 329 pate: 4/2]° ——————

Facility Name:_Kerr MeGee Chemical ér?wﬂ‘”m‘\ (Lowwoes G’“”""y)
Evaiuation Data: New X Change__ Delete__

Evaluating Agency: State

Evaluating Person: (3rrqy Hami 1

Date of Evaluation: £4/ 02/ 2] (M/DIY) ONLY USE IF THERE ARE
TYPE OF EVALUATION VIOLATIONS . sisiz.
___ CEl - Compliance Evaluation Inspection — SNY - Significant Non-Compiier Yes
CME - Compliance (Groundwater) Monitoring Evaluation —— SNN - Significant Non-Complier No
X FRR - Financial Record Review . - iy
___ NRR - Non-financial Record Review

- OAM - Operation & Maintenance Inspection

CSE - Compliance Schedule Evaluation

CDI - Case Development inspection

SPL - Sampling Inspection(often in conjunction with CES/CMS)
CAQ - Corrective Action Activities

OTH - Other

COVERAGE AREAS: (X) E=Evaluated K=N licabi

TSD FACILITIES

E
___DCH - Chemical/Physical/Biological
DCL - Closure/Post-Closure

DS! - Surface Impoundments
DTR - Waste Tanks

DPS - incinerator Performance Standai
DOP - Incinerator Operating Requireme
DMI - Incinerator Monitoring & Inspectic

DOT - Other Requirements (Oversight)
DPB - Part B Permit Application
DPP - Preparedness Prevention

E
___DCP - Contingency Plan _._DTT - Thermal Treatment
___DFR - Financial Responsibility __DWP - Waste Pile
—__DGS - General Standards __CAS - C/A Compliance Schedule
___DGW - Groundwater Monitoring — FEA - Former Enforcement Agreement
___DIN - Incineration ___CSS - Compliance Schedufe Violation
—_DLF - Landfili — BRR - Differ Stds for Regutation of Resi
___DLB - LandBan ___BPS - BIF Permit Standards
—DLT - Land Treatment ___BIS - BIF interim Status Standards
__DMC - Container Management ___BCE - BIF Stds to Control Emissions
—_DMR - Meanifest ___BDT - BIF Stds for Direct Transfer
___DOR - Other Requirements —DIA - Incinerator Waste Analysis

GENERATOR FACILITIES
E E
___GER - All Requirements (Oversight) ___GPT - Pre-Transport
__GGR - General Requirements ——_GRR - Recordkeeping
___GMR - Manifest : ____GSC - Special Conditions
__GLB - LandBan __GS8Q - SQG Requirements
—__GOR - Waste Min. Program, Annual/Biennuat HW Report)
TRANSPORTERS
E E
—TGR - General Standards —..TWD - HW Discharges
— TMR - Manifest __TRR - All Requirements

—_TOR - Other Requirements

Revisad 7/8




ZARDOUS WASTE DlVISlO

RCRIS CM&E EVALUATION ENTERED BY: =7 "~

DATE 2 /1~
Facility ID:_MID 990¥6 b32 9 Date: &’30 ~ 99
Facility Name: Kzr/ ~ MGEE @,/W.LM
Evaluation Data: New _L Change__ Delete  Luowa Les CO&M‘H/

Evaiuating Agency: State
Evaluating Person: [fr/( A S[«/%am

Date of Evaluation:_§ /32 / 77 (MIDIY) ONLY USE IF THERE ARE
TYPE OF EVALUATION VIOLATIONS
___ CEl - Compliance Evaluation Inspection — SNY - Significant Non-Complier Yes
CME - Compiiance (Groundwater) Monitoring Evaluation — SNN - Significant Non-Complier No

FRR - Financial Record Review

NRR - Non-financial Record Review

OAM - Operation & Maintenance Inspection

CSE - Compliance Schedule Evaluation

CDI - Case Development Inspection

SPL - Sampling Inspection(often in conjunction with CES/CMS)
CAQ - Corrective Action Activities

OTH - Other

ARRRRRR S

COVERAGE AREAS: (X) E=Evaluated, BLANK = Not Applicable

TSD FACILITIES

E
___DCH - Chemical/Physical/Biological
___DCL - Closure/Post-Closure

DSl - Surface impoundments
DTR - Waste Tanks

DCP - Contingency Plan DTT - Thermal Treatment
DFR - Financial Responsibility DWP - Waste Pile

___DGS - General Standards CAS - C/A Compliance Schedule
DGW - Groundwater Monitoring FEA - Former Enforcement Agreements
DIN - Incineration CSS - Compliance Schedule Violation
DLF - Landfill BRR - Differ Stds for Regulation of Resid

BPS - BIF Permit Standards

BIS - BIF Interim Status Standards
BCE - BIF Stds to Controt Emissions
BDT - BIF Stds for Direct Transfer

DIA - Incinerator Waste Analysis

DPS - |Incinerator Performance Standard
DOP - Incinerator Operating Requiremen
DMI - Incinerator Monitoring & Inspectior

DLB - LandBan

DLT Land Treatment

DMC - Container Management

DMR - Manifest

DOR - Other Requirements

DOT - Other Requirements (Oversight)
DPB - Part B Permit Appiication

DPP - Preparedness Prevention

RERRARARRARRAR A

GENERATOR FACILITIES
£ :
___GER - All Requirements (Oversight) GPT - Pre-Transport

GRR - Recordkeeping
GSC - Special Conditions

GGR
GMR - Manifest

General Requirements

E

: GLB - Land Ban GSQ - SQG Requirements
___GOR - Waste Min. Program, Annual/Biennual HW Report)
TRANSPORTERS
E E
___TGR - General Standards ___TWD - HW Discharges
___TMR - Manifest ___TRR - Ali Requirements

___TOR - Other Requirements

Revised 7/8/96



Mary Mikkelson 405-775-5498
Senior Vice President and Fax 405-775-5153
Chief Financial Officer Mary.Mikkelson@tronox.com

March 26, 2008
FEDERAL EXPRESS

Mr. David Lee
MISSISSIPPI DEPARTMENT OF ENVIRONMENTAL QUALITY

2380 Hwy. 80 West
Jackson, Mississippi 39204

Re: Financial Assurance
MSD 990866329/Columbus, MS

MSD 081387730/Meridian, MS
MDEQ Order No. 459903/Hattiesburg, MS

Dear Mr. Lee:

Attached are Tronox LLC's (formerly Kerr-McGee Chemical LLC) updated financial
assurance instruments evidencing financial assurance for the referenced facilities.

If you have any questions, please do not hesitate to call Michael Alford at 405-775-5403.

Sincerely,

kKelson, Senior Vice President &
Chief Financial Officer

attachments

Tronox LLC « P.O. Box 268859, Oklahoma City, OK 73126-8859
One Leadership Square, Suite 300, 211 N. Robinson Ave., Oklahoma City, OK 73102-7109



March 26, 2008
FEDERAL EXPRESS

Executive Director

MISSISSIPPI DEPARTMENT OF ENVIRONMENTAL QUALITY
2380 Hwy. 80 West

Jackson, Mississippi 39204

Dear Executive Director:

I am the chief financial officer of Tronox LLC (formerly Kerr-McGee Chemical LLC), One
Leadership Square, Suite 300, 211 N. Robinson Ave, Oklahoma City, Oklahoma 73102. This
letter is in support of the use of the financial test to demonstrate financial responsibility for
liability coverage and post-closure care as specified in Subpart H of the Mississippi
Hazardous Waste Regulations Parts 264 and 265.

The firm identified above is the owner or operator of the following facilities for which liability
coverage for both sudden and non-sudden accidental occurrences is being demonstrated
through the financial test specified in Subpart H of the Mississippi Hazardous Waste
Regulations Parts 264 and 265: NONE

The firm identified above guarantees, through the guarantee specified in Subpart H of the
Mississippi Hazardous Waste Regulations Parts 264 and 265, liability coverage for both
sudden and non-sudden accidental occurrences at the following facilities owned or operated

by the following: NONE.

1. The firm identified above owns or operates the following facilities for which financial
assurance for closure or post-closure care is demonstrated through the financial test specified
in Subpart H of the Mississippi Hazardous Waste Regulations Parts 264 and 265. The current
closure and/or post-closure cost estimates covered by the test are shown for each facility:

EPA IDENTIFICATION NO. COST ESTIMATES

Name & Address Closure Post Closure Corrective Action
MSD 990866329 N/A $159,292 $733,285
Tronox LLC

607 14th Street, North
Columbus, MS 39701

MSD 081387730 N/A 294 271 298,761
Tronox LLC

Hwy 11 South

P.O. Box 789

Meridian, MS 39301



EPA IDENTIFICATION NO. COST ESTIMATES

Name & Address Closure Post Closure Corrective Action
MSDEQ Order #459903 N/A N/A 539,200
Tronox LLC

Intersection of Pine and Corrine
Hattiesburg, MS

2. The firm identified above guarantees, through the guarantee specified in Subpart H of the
Mississippi Hazardous Waste Regulations Parts 264 and 265, the closure and post-closure
care or liability coverage of the following facilities owned or operated by the guaranteed party.
The current cost estimates for the closure or post-closure care so guaranteed are shown for
each facility: NONE

3. In States where the DEQ is not administering the financial requirements of Subpart H of
the Mississippi Hazardous Waste Regulations Parts 264 and 265, this firm is demonstrating
financial assurance for the closure or post-closure care of the following facilities through the
use of a test equivalent or substantially equivalent to the financial test specified in Subpart H
of the Mississippi Hazardous Waste Regulations Parts 264 and 265. The current closure
and/or post-closure cost estimates covered by such a test are shown for each facility:

EPA IDENTIFICATION NO. COST ESTIMATES
Name & Address Closure Post Closure Corrective Action

NVD 008290330 N/A $469,177 N/A
Tronox LLC

P.O.Box 55

Henderson, NV 89015

Region IX

MOD 007128978 N/A 2,047,976 N/A
Tronox LLC

P.O. Box 6208

2300 Oakland

Kansas City, MO 64126

ILD 020367561 N/A 589,373 N/A
Tronox LLC

P.O. Box 166

Madison, IL 62060



IDD 041310707 N/A 1,000,000 N/A
Tronox LLC

P.O.Box 478

Soda Springs, ID 83276

(CERCLA)

MOD 007129408 N/A 1,636,169 318,098
Tronox LLC

2800 W. High Street

Springfield, MO 65803

TXD 057111403 N/A 1,019,356 1,940,447
Tronox LLC

165 Buchanan Rd

Texarkana, TX 75501

Texas Reg. #31002

Case #91-C-1396\92-C-6 N/A N/A 7,500,000
Moss American Superfund Site

107" St. & Brown Deer Road

Milwaukee, WI

CERCLA #10-200-3-0011 N/A N/A 2,500,000
White King/Lucky Lass Site

Fremont National Forest

Lakeview, OR

CERCLA 04-2006-3772 N/A N/A 517,631

Navassa Site
Brunswick County, North Carolina

4. The firm identified above owns or operates the following hazardous waste management
facilities for which financial assurance for closure or, if a disposal facility, post-closure care is
not demonstrated either to the EPA or a State through the financial test or any other financial
assurance mechanisms specified in Subpart H of the Mississippi Hazardous Waste
Regulations Parts 264 and 265 or equivalent or substantially equivalent State mechanisms.
The current closure and/or post-closure cost estimates not covered by such financial
assurance are shown for each facility: NONE

5. This firm is the owner or operator of the following UIC facilities for which financial
assurance for plugging and abandonment is required under 40 CFR Part 144, The current
closure cost estimates required by 40 CFR 144.62 are shown for each facility: NONE

This firm is not required to file a Form 10K with the Securities and Exchange Commission for
the latest fiscal year.



The fiscal year of this firm ends on December 31. The figures for the following items marked
with an asterisk are derived from this firm's independently audited, year-end financial
statements for the latest completed fiscal year ended December 31, 2007.



ALTERNATIVE |

(Thousands of Dollars)

Sum of current closure and post-closure cost estimates (Total
of all cost estimates listed above.)

$ 21,563
2 Amount of annual aggregate liability coverage to be

demonstrated $ 0

Sum of lines 1 and 2 $ 21,563
*4 | Total liabilities (If any portion of your closure or post-closure

cost estimates is included in your total liabilities, you may

deduct that portion from this line and add that amount to lines

5 and 6) $ 638,374
*5 | Tangible Net Worth $ 390,160
*6 Net Worth $ 418,287
*7 | Current Assets $ 468,339
*8 Current Liabilities $ 248,441
*9 Net Working Capital (Line 7 minus Line 8) $ 219,898
*10 | The sum of net income plus depreciation, depletion and

amortization $ 83,297
*11 | Total assets in U.S. (required only if less than 90% of assets $ 846,205

are located in U.S.)

YES NO

12 | Is line 5 at least $10 million? X
13 | Isline 5 at least 6 times line 3? X
14 | Isline 9 at least 6 times line 3? X
*15 | Are at least 90% of assets located in the U.S.? (If not, X

complete line 16)
16 | Isline 11 at least 6 times line 3? X
17 | Is line 4 divided by line 6 less than 2.0? X
18 | Is line 10 divided by line 4 greater than 0.1? X
19 | Isline 7 divided by line 8 greater than 1.5? X




I hereby certify that the wording of this letter is substantially identical to the wording specified
in Subpart H of the Mississippi Hazardous Waste Regulations as such regulations were
constituted on the date shown immediately below.

March 26, 2008
Date Mary Mikkels6n, Senior Vice President &

Chief Financial Officer
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i’IERNST& YOUNG & Ernst & Young Lp = Phone: (405) 278-6800

Suite 2500 Fax:  (405) 278-6823
210 Park Avenue Fax:  (405) 278-6834
Oklahoma City, Oklahoma 73102 www.ey.com

Report of Independent Accountants on
Applying Agreed-Upon Procedures

Management of Tronox LLC

We have audited, in accordance with auditing standards generally accepted in the United
States, the consolidated financial statements of Tronox LLC (the Company) as of and for
the year ended December 31, 2007, and have issued our report thereon dated March 26,
2008. The combined financial statements of Basic Management, Inc. and Subsidiaries (a
corporation in which the Company has a 31% interest, whose combined financial
statements include The LandWell Company, L.P., a limited partnership in which the
Company has a 29% direct interest), have been audited by other auditors whose report
has been furnished to us, and our opinion on the consolidated financial statements,
insofar as it relates to the amounts included for Basic Management, Inc. and Subsidiaries
and The LandWell Company, L.P., is based solely on the report of other auditors. In the
consolidated financial statements, the Company’s combined investment in Basic
Management, Inc. and Subsidiaries and The LandWell Company, L.P. is stated at $21.3
million at December 31, 2007, and the Company’s equity in combined net income of
Basic Management, Inc. and Subsidiaries and The LandWell Company, L.P. is stated at
$1.5 million for the year then ended.

We have performed the procedures enumerated below, which were agreed to by
management of the Company solely to assist management with respect to the use of the
financial test to demonstrate financial responsibility for liability coverage and closure
and/or post-closure care as specified in subpart H of the Mississippi Hazardous Waste
Management Regulations Parts 264 and 265 (the Regulations). Management is
responsible for determining compliance with the financial test that is presented on the
basis specified by the Regulations. This agreed-upon procedures engagement was
performed in accordance with attestation standards established by the American Institute
of Certified Public Accountants. The sufficiency of the procedures is solely the
responsibility of the specified users of the report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

We have performed the following procedures with respect to the Chief Financial
Officer’s accompanying letter dated March 26, 2008 to the Executive Director,
Mississippi Department of Environmental Quality (MSD 990866329, MSD 081387730,
and MSDEQ Order # 459903) (the Letter):

1. We compared the dollar amount of total liabilities (item 4), net worth (item 6), current
assets (item 7), current liabilities (item 8), net working capital (item 9) as of

0603-072634 .
0 g A Member Practice of Ernst & Young Global



.E_!IERNST& YOUNG & Ernst & Young LLP

December 31, 2007, and the sum of net income plus depreciation, depletion and
amortization (item 10) for the year ended December 31, 2007, in the Letter to the
applicable amount in or that can be derived from the Company’s audited consolidated
financial statements referred to above, and found such to be in agreement.

2. We obtained the Company’s schedule which calculates tangible net worth as of
December 31, 2007. We recomputed the Company’s schedule, and agreed amounts
included in the calculation with amounts included in the Company’s audited
consolidated financial statements referred to above, and found such to be in
agreement. We compared the dollar amount of tangible net worth as of December 31,
2007, from this schedule to the Letter (item 5) and found it to be in agreement.

3. We obtained the Company’s schedule which calculates total assets in the United
States as of December 31, 2007. We recomputed the Company’s schedule, and
agreed amounts included in the calculation with amounts included in the Company’s
accounting records and found such to be in agreement. We compared the dollar
amount of total assets in the United States as of December 31, 2007, from this
schedule to the Letter (item 11) and found it to be in agreement. We also recomputed
the percentage of total assets in the U.S. from the company’s schedule of total assets
in the U.S. and the amount of total assets derived from the Company’s audited
consolidated financial statements as of December 31, 2007 and found the resulting
percentage to be consistent with the Company’s response to Item 15.

We were not engaged to and did not conduct an examination of the items noted above,
the objective of which would be the expression of an opinion on such items.
Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported
to you.

This report is intended solely for the information and use of the Company and the

Mississippi Department of Environmental Quality and is not intended to be and should
not be used by anyone other that these specified parties.

St ¥ MLL?

March 26, 2008

0603-0726349
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TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPORATED

CONSOLIDATED FINANCIAL STATEMENTS AS OF
DECEMBER 31, 2007 AND 2006

TOGETHER WITH REPORTS
OF INDEPENDENT AUDITORS




REPORT OF INDEPENDENT AUDITORS

Member
Tronox LLC

partnership in which the Company has a 29% direct interest), have been audited by other auditors
whose report has been furnished to us, and our opinion on the consolidated financial statements,
insofar as it relates to the amounts included for Basic Management, Inc. and Subsidiaries and The
Landwell Company, L.P., is based solely on the report of other auditors. In the consolidated
financial statements, the Company’s combined investment in Basic Management, Inc. and
Subsidizries and The Landwell Company, L.P. is stated at $21.3 million and $21.1 million at
December 31, 2007 and 2006, respectively, and the Company’s equity in combined net income of
Basic Management, Inc. and Subsidiaries and The LandWell Company, L.P. is stated at $1.5
million and $6.3 million for the years ended December 31, 2007 and 2006, respectively.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. We were
not engaged to perform an audit of the Company's internal control over financial reporting. Our
audits included consideration of internal control over financial reporting as a basis for designing

In our opinion, based on our audits and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the financial position of Tronox LLC at
December 31, 2007 and 2006, and the results of its operations and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States.

As explained in Note 1 to the consolidated financial statements, effective January 1, 2007, the
Company adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes and
effective January 1, 2006 the Company adopted EITF 04-6, Accounting for Stripping Costs
Incurred During Production in the Mining Industry and Statement of Financial Accounting
Standards No. 151, Inventory Costs — an Amendment of ARB No. 43, Chapter 4.

ém;thuP

March 26, 2008



Report of independent Auditors

Board of Directors
Basic Management, inc. and Subsidiaries
Henderson, Nevada

We have audited the accompanying combined balance sheets of Basic Management, Inc. and
Subsidiaries (the Company), as of December 31, 2007 and 2006, and the related combined
statements of income and comprehensive income, owners’ equity and cash flows for the years
then ended. These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these combined financial statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
" Oversight Board (United States). Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the combined financial statements are free of
material misstatement. The Company is not required to have, nor were we engaged to perform,
an audit of its internal control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly we express
no such opinion. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the combined financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2007 and 2006, and the
combined results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States.

/s! Piercy Bowler Taylor & Kern

PIERCY BOWLER TAYLOR & KERN
Certified Public Accountants

Las Vegas, Nevada

February 29, 2008
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TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPORATED
CONSOLIDATED BALANCE SHEETS

As of DECEMBER 31, 2007 AND 2006
(Thousands of Dollars)

2006

2007 —_—

ASSETS __ 2007
Current Assets 0,600
Cash and cash equivalents s 8232 20'900
Accounts receivable, net 62 ‘034 123v;)£)4
Accounts receivable from affiliates 12 0,628 18"1 »
Notes receivable from affiliates 18.709 8 431
inventories 0 6754 ya5ar
) 238,232 5907
Prepaid and other assets 12850 — o
Total Current Assets 468.339 /4-&3‘-"‘
Property, Plant and Equipment — 0 58,326
' Eﬁﬁgm 69,278 113,340
3 o - 114,002 86.725
Machinery and equipment ' 1,286,
oM 1,259,325 40977
i Construction-in-progress 27,282 60'61 g
. Other __5&8_2% m
u Less —reserves for depreciation and amortization 11852 666) %)
Total Property, Plant and Equipment —{—‘-—"—505 407 £9.627
B Other Assets " .794 28, 260
Intangible Assets 28127 /____’}
& TOTAL ASSETS — $ 1 111.88
$ 1,056,661
LIABILITIES AND MEMBER’S EQUITY
Current Liabilities
Accounts payable S 104605 $ 8?2?/8
Long-term debt due in one year 7,952 070
Intercompany short-term debt 1 0’ 589 33.857
= Accrued liabilities ) 25,205 /1220_0;
Total Current Liabilities 248 441 224000
Noncurrent Liabilities 1536
” Note payable to affiliate 216.300 29_,.1 o1
; Note payable — related party oo oo
- Deferred income taxes 51698 '889
Environmental remediation and/or restoration and other 121 ’935 /13@—:—3-6
- Total Noncurrent Liabilities W /49;3,%%
R TOTAL LIABILITIES _6_383_7_2 717,
Member’s Equity ) 11609
- Memberl’s n:t inr:/estment 698,791 6 p .408)
Accumulated other comprehensive income ; '
- Due from Tronox and its affiliates 28 0(?2;; /(25’-2%)
] Total Member’s Equity ——{-—-——418 287 /3_455;
TOTAL LIABILITIES AND MEMBER’S EQUITY "_'_'§ 1,056,661 w‘j—l"
=

The accompanying notes are an integral part of these financial statements.
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TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPOHATI I}

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

(Thousands of Dollars)

Net Sales
Cost of goods sold
Gross Margin

Selling, general and administrative expenses

Arbitration award received

Restructuring

Provision for environmental remediation and restoration, net of
reimbursements

Other expenses, net
Income (loss) from Continuing Operations before Income Taxes

Income tax provision
Income (loss) from Continuing Operations

Income (loss) from discontinued operations, net of income tax benefit of
$6,840 and $10,206, respectively

Net Income

2007 2000,
$ 910,331 007 LIy
785,988 (O TR
124,343 142 10
81,377 84,041
— (8.014)
9,904 (7.118)
1,713 (20,280}
31,349 94,390
32,951) (21,901)
(1,602) 72,489
2,097 34,481
(3,699) 38,008
16,067 {15,550)
$ 12,368 $ 22458

The accompanying notes are an integral part of these financial statements.
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TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPORATE ()

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) AND MEMBE R'S FQUITY
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006
(Thousands of Dollars)

Accumulated Other Due From Yotal
Member’s Net Comprehensive Tronox and its Maomber's
Investment Income (Loss) Affiliates Equity
Balance at December 31, 2005 $659,268 $(1,031)  $(220,624) $437,613
Cumulative effect of an accounting
change, net of income taxes (1,541) — — (1,541)
Balance at January 1, 2006 657,727 (1,031) (220,624) 436,072
Comprehensive income:
Unrealized loss on cash flow hedges,
net of taxes of $1,949 - (3,551) — (3,551)
Reclassification of realized loss on cash
flow hedges earnings, net of taxes of
$(1,712) - 3,174 — 3,174
Net income 22,458 —_ — 22458

Total comprehensive income 22,081
Distribution to parent for:

Government reimbursements (13,107) — — (13,107)

Cash management activity (29,415) —_ —_ (29,415)
Capital contribution from parent 33,946 — — 33,946
Due from Tronox and its affiliates, net — — 54,933) (54,933)
Balance at December 31, 2006 671.609 $(1.408) $(275.557) $394.644
Cumulative effect of an accounting

change (2,522) — — (2,522)
Balance at January 1, 2007 669,087 (1,408) (275,557) 392,122
Comprehensive income:

Unrealized loss on cash flow hedges,

net of taxes of $464 — (771) —_ (771)
Reclassification of realized loss on cash

flow hedges earnings, net of taxes of

$(1,090) — 1,822 — 1,822

Net income 12,368 — — 12,368

Total comprehensive income 13,419
Distribution to parent for:

Government reimbursements (11,531) — — (11,531)
Capital contribution from parent 28,867 — — 28,867
Due from Tronox and its affiliates, net — — (4.590) (4,590)
Balance at December 31, 2007 $698,791 $ (357) $(280,147) $418,287

The accompanying notes are an integral part of these financial statements.
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TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPORATED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006
(Thousands of Dollars)

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 12,368 $ 22,458

Adjustments to reconcile net income to net cash flows from
operating activities:

Depreciation and amortization 70,929 68,930
Deferred income taxes (10,810) 5,869
Asset Impairment 8,900 —
Provision for environmental remediation and restoration, net of
reimbursements (5,601) (1,697)
Other 30,053 16,601
Changes in assets and liabilities and other -
(Increase)/Decrease in accounts and notes receivable (11,742) 61,832
Increase in inventory (2,976) (17,419)
Increase in accounts payable 14,102 10,385
Other 2333 (25,256)
Net cash flows from operating activities 107.556 141,703

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures (42,062) (41,377)
Proceeds from sale of assets 445 1,388
Other — 2,785
Net cash flows from investing activities (41,617) (37,204)
CASH FLOWS FROM FINANCING ACTIVITIES
Distribution to parent (11,531) (42,522)
Repayment of debt (1,794) (1,073)
Net transfers to affiliates (75,188) (62,699)
Net cash flows from financing activities (88,513) (106.294)
NET DECREASE IN CASH AND CASH EQUIVALENTS (22,574) (1,795)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 30,806 32,601
CASH AND CASH EQUIVALENTS AT END OF YEAR § 8232 § 30806

The accompanying notes are an integral part of these financial statements.



TRONOX LLC, A WHOLLY OWNED SUBSIDIARY OF TRONOX INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. THE COMPANY, BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

The Company

Tronox LLC, (the “company’) is a wholly owned subsidiary of Tronox Worldwide LLC (the “parent”) which
is a wholly owned subsidiary of Tronox Incorporated (“Tronox”). The company is in the business of
producing and marketing inorganic industrial chemicals and heavy minerals. The primary product is
titanium dioxide (“TiO,"), a white pigment used in a wide range of products. The operations are in the
United States and Australia. The Australian operations are part of the company's joint venture
arrangement, in which the company has a 50% undivided interest, and include heavy minerals production
that is integrated with the company’s Australian pigment plant. The company also has third-party sales of
minerals not utilized by the company's pigment operations. The company's other operations are
comprised of electrolytic manufacturing and marketing operations in the United States.

Discontinued operations in the consolidated financial statements represent the company's former forest
products operations as well as adjustments to amounts previously reported related to the company's
former thorium compounds manufacturing.

Formation of Tronox Incorporated. Tronox Incorporated was formed on May 17, 2005, in Delaware, in
preparation for the contribution and transfer by Kerr-McGee Corporation ("Kerr-McGee") of certain entities,
including those comprising substantially all of its chemical business (the "Contribution”) to Tronox. The
Contribution was completed in November 2005 along with the recapitalization and initial public offering
(the "IPO") of Tronox. Accordingly, effective upon the Contribution, Tronox became the parent of Tronox
Worldwide LLC. Kerr-McGee retained an interest in Tronox by holding 56.7% of the total outstanding
common stock of Tronox, with the remaining 43.3% held by the general public. On March 8, 2006, Kerr-
McGee's Board of Directors declared a dividend of Tronox's Class B common stock owned by Kerr-
McGee to its stockholders (the “Distribution”). The Distribution was completed on March 30, 2006,
resulting in Kerr-McGee having no ownership or voting interest in Tronox.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of Tronox LLC (the company,
formerly known as “Kerr-McGee Chemical LLC"), a Delaware single member limited liability company that
is wholly owned by Tronox Worldwide LLC (formerly known as “Kerr-McGee Chemical Worldwide LLC,”
herein referred to as parent), and its wholly-owned subsidiaries, Tronox Holdings, Inc. (THI, formerly
known as “Kerr-McGee Holdings, Inc.”), a Delaware Corporation, Tronox Western Australia Pty Ltd (TWA,
formerly known as ‘KMCC Western Australia Pty Ltd"), a Western Australia Corporation. In
circumstances where the company owns an undivided interest, the company recognizes its proportionate
share of assets and liabilities.

As discussed in Note 17, the company has material transactions with related parties.

The company’s investments in affiliated companies that are 20% to 50% owned are carried as a
component of other assets in the Consolidated Balance Sheets at cost adjusted for equity in undistributed
earnings. The company has investments in Basic Management, Inc. (a corporation in which the company
has a 31% interest) and The LandWell Company, L.P. (a limited partnership in which the company has a
29% direct interest). Except for dividends, changes in equity in undistributed earnings are included in
other expenses in the Consolidated Statements of Operations.

All intercompany transactions have been eliminated. Certain prior year amounts have been reclassified to
conform with the current year presentation utilized by Tronox.
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The following prior-year amounts have been reclassified to conform to the current-year presentation.
These changes had no impact on income (loss) from continuing operations or net income.

« Sales rebates, previously presented with accounts payable, are now presented with accrued
liabilities in the company’s Consolidated Balance Sheets.

« Vendor commissions, previously a reduction of net sales, have been reclassified as selling,
general and administrative expenses. The increase in net sales and selling, general and
administrative expenses for 2006 were $0.4 million.

« Reimbursements for research and development expenses previously accounted for as a
reduction of selling, general and administrative expenses have been reclassified as net sales. The
increase in net sales and selling, general and administrative expenses for 2006 were $1.6 million.

« Railcar expenses previously accounted for as selling, general and administrative expenses have
been reclassified as cost of goods sold. The increase in cost of goods sold and corresponding
decrease in selling, general and administrative expenses for 2006 was $1.6 million.

Significant Accounting Policies

Use of Estimates. The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting periods.
Actual results could differ materially from those estimates as additional information becomes known.

Foreign Currencies. The U.S. dollar is considered the functional currency for TWA. TWA conducts
transactions in currency other than the U.S. dollar. Foreign currency transaction gains or losses are
recognized in the period incurred and are included in other expenses in the Consolidated Statement of
Operations. The company recorded net foreign currency transaction losses of $6.2 million and $2.8 million
in 2007 and 2006, respectively.

Cash Equivalents. The company considers all investments with original maturities of three months or
less to be cash equivalents. Cash equivalents were $3.7 million at December 31, 2007, and $27.1 million
at December 31, 2006. Of the $3.7 million and $27.1 million, nil and $5.3 million was held outside the U.S.
at December 31, 2007 and 2006, respectively.

Accounts Receivable. Accounts receivable are reflected at their net realizable values, reduced by an
allowance for doubtful accounts to allow for expected credit losses. The allowance is estimated by
management, based on factors such as age of the related receivables and historical experience, giving
consideration to customer profiles. The company does not generally charge interest on accounts
receivable, nor require collateral; however, certain operating agreements have provisions for interest and
penalties that may be invoked, if deemed necessary. Accounts receivable are aged in accordance with
contract terms and are written off when deemed uncollectible. Any subsequent recoveries of amounts
written off are credited to the allowance for doubtful accounts.

Receivables Securitization — The company sold substantially all of its receivables associated with its U.S.
operations to an affiliate as part of an ongoing asset securitization program implemented in 2007. When
receivables are sold, the net carrying value of sold receivables (which includes the allowance for doubtful
accounts) is removed from the balance sheet and an intercompany receivable is recognized.

Concentration of Credit Risk — A significant portion of the company’s liquidity is concentrated in trade
accounts receivable that arise from sales of TiO, to customers in the paint and coatings industry. The
industry concentration has the potential to impact the company’s overall exposure to credit risk, either
positively or negatively, in that its customers may be similarly affected by changes in economic, industry or
other conditions. The company performs ongoing credit evaluations of its customers, and uses credit risk
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insurance policies from time to time, as deemed appropriate, to mitigate credit risk but generally does, not
require collateral. The company maintains reserves for potential credit losses based on tustorical
experience and such losses have been within expectations.

Inventories. Inventories are stated at the lower of cost or market. The cost of finished goods inventorie:.
is determined by the first-in, first-out ("FIFO") method. Carrying values include material costs, labor and
associated indirect manufacturing expenses. Costs for materials and supplies, excluding ore, arc
determined by average cost to acquire or standard cost, which approximates actual cost. Raw material:.
(ore) are carried at actual cost.

Property, Plant and Equipment. Property, plant and equipment are stated at cost less accumulated
depreciation and amortization. Maintenance and repairs are expensed as incurred, except that costs of
replacements or renewals that improve or extend the lives of existing properties are capitalized.

Depreciation — Property, plant and equipment is depreciated over its estimated useful life, either by the
units of production method or the straight-line method. Useful lives for certain property, plant and
equipment are as follows:

MINEral LEASEROIAS .....vovirvieeeeerereereerirrtises e en sttt Units of Production
Vessel linings, general mechanical and process equipment........coceeinnieneen 3 — 10 years
Electrical equipment, process piping and waste treatment ponds ................c... 10 — 15 years
Support structures and process BANKS oevveieeeeeereeeeirreesesesenesnteeesarsannaasassssaersanes 20 years
Electrical distribution systems, mining equipment and other infrastructure

Dy C- Y TTE U OP PSP TT S S SRR SIPTE LI I AL L 25 years
BUIJINGS ... veveeerereseesecerasesessaris s ses s 10 — 40 years

The company is engaged in the acquisition, exploration and development of mineral properties to provide
feedstock for its pigment production. Mineral property acquisition costs are capitalized in property, plant
and equipment in accordance with Emerging lssues Task Force (“EITF”) Issue No.04-2, “Whether
Mineral Rights Are Tangible or Intangible Assets,” as tangible assets when management has determined
that probable future benefits consisting of a contribution to future cash inflows have been identified and
adequate financial resources are available or are expected to be available as required to meet the terms
of property acquisition and budgeted exploration and development expenditures. As of December 31,
2007, the company has mineral leaseholds with a net book value of $13.8 million which are depleted on a
unit of production basis.

Mineral property acquisition costs are expensed as incurred if the criteria for capitalization is not met.
Mineral property exploration costs are expensed as incurred. When it has been determined that a mineral
property can be economically developed as a result of establishing proven and probable reserves, the
costs incurred to develop such property through the commencement of production are capitalized.

The company currently leases office space for its headquarters under the terms of an operating lease.
Improvements to the leased space are capitalized as leasehold improvements and amortized over a ten-
year period (the life of the lease).

Retirements and Sales — The cost and related accumulated depreciation and amortization are removed
from the respective accounts upon retirement or sale of property, plant and equipment. Any resulting gain
or loss is included in cost of goods sold in the Consolidated Statement of Operations.

Interest Capitalized — The company capitalizes interest costs on major projects that require an extended
period of time to complete. Interest capitalized in each 2007 and 2006 was $1.3 million.

Asset Impairments. The company evaluates impairments by asset group for which the lowest level of
independent cash flows can be identified. If the sum of these estimated future cash flows (undiscounted
and without interest charges) is less than the carrying amount of the asset, an impairment loss is
recognized for the excess of the carrying amount of the asset over its estimated fair value.
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Gain or Loss on Assets Held for Sale. Assets are classified as held for sale when the company comnmt:
to a plan to sell the assets, completion of the sale is probable and is expected to be completed within one:
year. Upon classification as held-for-sale, long-ived assets are no longer depreciated and o low:. .
recognized, if any, based on the excess of carrying value over fair value less costs to sell. Previous losso:.
may be reversed up to the original carrying value as estimates are revised; however, gains are only
recognized upon disposition.

Intangible Assets. Intangible assets consist of titanium dioxide proprietary chloride process technologics
and patents. Certain indefinite-lived intangibles are not amortized but are reviewed annually for
impairment, or more frequently if impairment indicators arise. The annual impairment assessment for the
indefinite-lived intangible assets is completed at June 30 each year.

Derivative Instruments and Hedging Activities. From time to time, the company enters into foreign
currency forward contracts to hedge a portion of its foreign currency risk associated with operating costs.
The company also uses natural gas forward contracts to hedge a portion of its commodity price risk
arising from natural gas consumption. Designated free-standing derivative instruments are accounted for
in accordance with Financial Accounting Standards Board (“FASB") Statement of Financial Accounting
Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as amended
(“SFAS No. 133"). Depending on when the contracts mature, derivative instruments are recorded in
prepaid and other assets, other long-term assets, accrued liabilities or noncurrent liabilities-other in the
Consolidated Balance Sheets, measured at fair value. Quoted market prices are used in determining fair
value. For contracts that qualify and are designated as cash flow hedges of forecasted transactions under
the provisions of SFAS No. 133, unrealized gains and losses are initially reflected in accumulated other
comprehensive income to the extent effective and recognized in earnings in the periods during which the
hedged forecasted transactions affect earnings (i.e., when operating costs are incurred and upon the sale
of finished inventory, in the case of a hedged raw material purchase). The ineffective portion of the change
in fair value of such hedges, if any, is included in current earnings. For derivatives not designated for
hedge accounting, gains and losses are recognized in earnings in the periods incurred. Cash flows
associated with derivative instruments are included in the same category in the Consolidated Statement of
Cash Flows as the cash flows from the item being hedged.

Environmental Remediation and Other Contingencies. As sites of environmental concern are
identified, the company assesses the existing conditions, claims and assertions, and records an estimated
undiscounted liability when environmental assessments and/or remedial efforts are probable and the
associated costs can be reasonably estimated. Estimates of environmental liabilities, which include the
cost of investigation and remediation, are based on a variety of matters, including, but not limited to, the
stage of investigation, the stage of the remedial design, evaluation of existing remediation technologies,
and presently enacted laws and regulations. In future periods, a number of factors could significantly
change the company's estimate of environmental remediation costs, such as changes in laws and
regulations, or changes in their interpretation or administration, revisions to the remedial design,
unanticipated construction problems, identification of additional areas or volumes of contaminated soils
and groundwater, and changes in costs of labor, equipment and technology.

To the extent costs of investigation and remediation have been incurred and are recoverable from the
U.S. government or from Kerr-McGee (as discussed in Note 8) and have been incurred or are recoverable
under certain insurance policies or from other parties and such recoveries are deemed probable, the
company records a receivable for the estimated amounts recoverable (undiscounted). Receivables are
reflected in the Consolidated Balance Sheet as either accounts receivable or as a component of other
assets, depending on estimated timing of collection.

Self Insurance The company is self-insured for certain levels of general and vehicle liability, property,
workers’ compensation and health care coverage. The cost of these self-insurance programs is accrued
based upon estimated fully developed settlements for known and anticipated claims. Any resulting
adjustments to previously recorded reserves are reflected in current operating results.
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Asset Retirement Obligations. SFAS No. 143, “Accounting for Asset Retirement Obligations,” (“SFAS
No. 143") requires that an asset retirement obligation (“ARO") associated with the retirement of a tangible
long-lived asset be recognized as a liability in the period in which it is incurred or becomes determinable
(as defined by the standard), with an associated increase in the carrying amount of the related long-lived
asset. The cost of the tangible asset, including the asset retirement cost, is depreciated over the useful life
of the asset.

in March 2005, the FASB issued Interpretation No. 47, «accounting for Conditional Asset Retirement
Obligations — An Interpretation of FASB Statement No. 143" (“FIN No. 47") to clarify that an entity must
recognize a liability for the fair value of a conditional ARO when incurred, if the fiability’s fair value can be
reasonably estimated. Conditional AROs under this pronouncement are legal obligations to perform asset
retirement activities when the timing and/or method of settlement are conditional on a future event or may
not be within the control of the entity. FIN No. 47 also provides additional guidance for evaluating whether
sufficient information to reasonably estimate the fair value of an ARO is available. The company adopted
FIN No. 47 as of December 31, 2005, with no material effect to the company’s financial position or results
of operations and no effect on reported cash flows.

To the extent a legal obligation exists, an ARO is recorded at its estimated fair value and accretion
expense is recognized over time as the discounted liability is accreted to its expected settlement value.
Fair value is measured using expected future cash outflows discounted at the company’s credit-adjusted
risk-free interest rate. No market-risk premium has been included in the company’s calculation of ARO
balances since no reliable estimate can be made by the company.

Research and Development. Research and development costs were $5.9 million and $7.6 million in
2007 and 2006, respectively, and were expensed as incurred.

Revenue Recognition. Revenue is recognized when persuasive evidence of a sales arrangement exists,
delivery has occurred, sales price is fixed or determinable and collectibility is reasonably assured. All
amounts billed to a customer in a sales transaction related to shipping and handling represent revenues
earned and are reported as net sales. Costs incurred by the company for shipping and handling are
reported as cost of goods sold. ’

Cost of Goods Sold. Cost of goods sold includes the costs of manufacturing and distributing products,
including raw materials, energy, labor, depreciation and other production costs. Receiving, distribution,
freight and warehousing costs are aiso included in cost of goods sold.

Selling, General and Administrative Expenses. Selling, general and administrative expenses include
costs related to marketing, sales, agent commissions, research and development, legal and administrative
functions such as accounting, treasury and finance, as well as costs for salaries and benefits, travel and
entertainment, promotional materials and professional fees.

Income Taxes. The company is an entity disregarded as separate from its owner for all federal income
tax purposes and, therefore, is treated as a division in Tronox's consolidated income tax return (and prior
to the IPO was treated as a division in Kerr-McGee's consolidated return). However, the company has
recognized the amount of current income tax allocated to it's nontaxable stand-alone operations, from
Tronox, as income taxes in the accompanying Consolidated Statement of Operations.

The company’s subsidiaries, TH! and TWA, are separate taxable entities and the amounts of income
taxes attributable to their operations are recorded by the company in the accompanying Consolidated
Statements of Operations. Deferred U.S. income taxes related to THI and deferred Australian income
taxes related to TWA are provided to reflect the future tax consequences of differences between the tax
bases of assets and liabilities and their reported amounts in the consolidated financial statements. The
distribution and tax amounts for each of these entities is recorded as directed by Tronox, but are generally
calculated as though each entity filed a separate tax return. Certain deductions or benefits generated by
each entity's operations may be considered in the calculation that might not otherwise be available if each
entity was not part of a consolidated income tax return.
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The company has elected an accounting policy in which interest and penalties on income: tiaxa:. i
presented as a component of income tax provision, rather than as a component of interest expuntse
Specifically, interest and penalties resulting from the underpayment or the late payment of income taxer.
due to a taxing authority and interest and penalties accrued relating to income tax contingencics. ar
presented, on a net of tax basis, as a component of income tax provision.

New/Revised Accounting Standards

Inventory Costs. In November 2004, the FASB issued SFAS No. 151, “Inventory Costs — an
Amendment of ARB No. 43, Chapter 4"(“SFAS No. 151"), which requires that abnormal amounts of idle
facilities cost, freight, handling costs and spoilage be expensed as incurred and not capitalized as
inventory. The company adopted the standard effective January 1, 2006, and there was no material effect
on the company's financial position or results of operations.

Deferred Stripping Costs. On January 1, 2006, the company adopted EITF Issue No. 04-6, “Accounting
for Stripping Costs Incurred during Production in the Mining Industry” in relation to the mining activities
conducted by the company and its partner under the company'’s joint venture arrangement in Australia.
EITF Issue No. 04-6 addresses the accounting for stripping costs incurred during the production phase of
a mine and requires treatment of these costs as variable production costs that should be included as a
component of inventory to be recognized in costs applicable to sales in the same period as the revenue
from the sale of inventory. As a result, capitalization of post-production stripping costs is appropriate only
to the extent product inventory exists at the end of a reporting period. The guidance allows application
through recognition of a cumulative effect adjustment to opening retained earnings in the period of
adoption, with no charge to current earnings for prior periods. The results for prior periods have not been
restated. The cumulative effect adjustment reduced opening retained earnings in 2006 by $1.5 million (net
of taxes) and eliminated the $2.2 million net deferred stripping asset from the balance sheet. Adoption of
EITF Issue No. 04-6 did not have a material impact on the company's income from continuing operations
or net income for the year ended December 31, 2006.

Uncertain Tax Positions. In July 2006, the FASB issued Interpretation No.48 (“FIN No. 48"),
“Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109, Accounting
for Income Taxes” (“SFAS No. 109”). The company adopted FIN No. 48 as of January 1, 2007. FIN No. 48
clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements.
FIN No. 48 also provides guidance on measurement, derecognition, classification, interest and penalties,
accounting in interim periods, disclosure and transition. The guidance required application through
recognition of a cumulative effect adjustment to opening retained earnings in the period of adoption
(2007), with no charge to current earnings for prior periods. As a result of the adoption of FIN No. 48, the
company recognized a $2.5 million charge to the January 1, 2007, balance of retained earnings. The total
amount of unrecognized tax positions at January 1, 2007, was $7.2 million.

Fair Value Measurement. In September 2006, the FASB issued SFAS No. 157, “Fair Value
Measurements” (“SFAS No. 1577). SFAS No. 157 defines fair value, establishes a framework for
measuring fair value, and expands disclosures about fair value measurements. This statement is effective
for financial statements issued for fiscal years beginning after November 15, 2007. The company does not
expect the statement to materially impact its consolidated financial statements.

Fair Value Option. In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for
Financial Assets and Financial Liabilities — including an Amendment of FASB Statement No. 115,
Accounting for Certain Investments in Debt and Equity Securities.” The company does not currently
expect to adopt the provisions of this statement.
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Business Combinations. In December 2007, the FASB issued SFAS No. 141 (Revised 2007),
“Business Combinations” which will change the accounting for business combinations such that an
acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a
transaction, at the acquisition date fair value with limited exceptions. SFAS No. 141 also changes the
accounting treatment for certain specific items such as expensing acquisition costs versus capitalizing
them, recording in process research and development as an indefinite lived intangible asset and
expensing restructuring costs after the acquisition date. SFAS No. 141 also includes additional disclosure
requirements. The statement applies prospectively to business combinations for which the acquisition
date is on or after January 1, 2009.

2. ACCOUNTS RECEIVABLE

Summarized below are accounts receivable, net of the related allowance for doubtful accounts, at
December 31, 2007 and 2006 (thousands of dollars):

2007 2006
Accounts receivable - trade $16,056 $117,203
Receivable from Kerr-McGee (Note 8) (1) 17,500 17,549
Department of Energy (Note 8) (2) 11,000 11,000
Receivable from insurers (Note 8) (2) 7,274 7,383
Other 11,104 8,492
62,934 161,627
Allowance for doubtful accounts — (637)
Total $62,934 $160,990

() See Note 8 for a description of the 2007 environmental-related receivable.
@ Amounts receivable from U.S. Department of Energy and from insurers not expected to be collected within one year from the
balance sheet date are reflected in Other Assets

The company executed an accounts receivable securitization program (“the Program”) in Septem ber 2007
with an initial term of one year. Financing under the program can be extended for an additional two years
with the consent of both parties in the form of a securitization or a secured borrowing as determined by the
sponsoring institution, ABN AMRO Bank N.V. (“ABN"). Under the Program, substantially all receivables
from the company's U.S. operations are sold on a recurring basis by the company to Tronox Funding LLC
(“Funding”), a special purpose subsidiary wholly owned by the company’s parent. Funding, in turn, sells to
either Amsterdam Funding Corporation (“AFC"), an asset-backed multi-seller commercial paper conduit
sponsored by ABN, or to ABN directly (both AFC and ABN collectively referred to as “Amsterdam”) an
undivided percentage ownership interest in the pool of receivables (subject to a program limit in the
aggregate of $100.0 million) Funding acquires from the company (subject to a program limit in the
aggregate of $100.0 million). The company's parent retains the servicing responsibility for the accounts
receivable. At December 31, 2007, the balance in receivables sold by the company to Funding totaled
$97.3 million, of which $57.0 million was sold to Amsterdam in the form of the purchased participation
interest, resulting in a subordinated retained interest held by us with a carrying amount of $39.5 million.
The subordinated retained interest serves as over-collateralization on the purchased interest by
Amsterdam and, thus, provides credit enhancement to the program.

The Program is designed to enable a true sale of receivables to Funding. Neither Funding nor Amsterdam
have any recourse to the company beyond their interest in the pool of receivables owned by Funding.

The company accounts for the Program in accordance with SFAS No. 140, “Accounting for Transfers and
Servicing of Financial Assets and Extinguishments of Liabilities — A Replacement of FASB Statement
125" and related accounting guidance. At the time a participation interest in the receivables is sold, the
receivable representing that interest is removed from the Consolidated Balance Sheets and an
intercompany receivable is recognized. No debt is recorded as part of this transaction, and the sale is
reflected in net cash flows from financing activities.
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Cash collections on sold receivables are deposited into the company's lockbox cash accounts. These
collections are considered to be immediately reinvested by Funding in purchases of new receivables from
the company. In the event the program is terminated, Funding may elect to repurchase receivables
previously sold to Amsterdam or, through the designated servicing agent, remit proceeds on sold
receivables as they are collected. If Funding elects the latter option, collections of sold receiyables
deposited into the company's accounts are restricted solely for remittance to Amsterdam up to the{point
that Amsterdam redeems its investment in those receivables.

The company incurred losses in connection with the sale of receivables under the Program of $2.7 mil
for the year ended December 31, 2007. These losses are included in other income (expense) in the
Consolidated Statement of Operations. There were no corresponding charges in the prior year as the
program had not been implemented during that period.

3. INVENTORIES

The major categories of inventories at December 31, 2007 and 2006, are as follows (thousands of
dollars):

2007 2006

Raw materiais $ 51,348 $ 57,541
Work-in-progress 6,241 8,288
Finished goods (1) 133,066 121,025
Materials and supplies, net of allowance for obsolescence of $7.5

million and $7.0 miillion, respectively. 47,577 48.593

Total $238.232 $235.447

(1) Includes inventory on consignment to others of approximately $12.3 million and $14.6 million in 2007 and 2006
respectively.
4, OTHER ASSETS

Other assets consist of the following at December 31, 2007 and 2006 (thousands of dollars):

2007 2006
Receivable from Department of Energy (Note 8) $ 16,096 $ 15,861
investments in equity method investees 21,321 21,112
Receivables from insurers (Note 8) 15,308 19,620
Other 2,069 3.034
Total $ 54,7904 $ 50,627

5. INTANGIBLE ASSETS

The carrying amount of indefinite-lived intangible assets that are not subject to amortization was $28.1
million and $28.2 at December 31, 2007 and 2006, respectively.

The net carrying amount of intangible assets subject to amortization at both December 31, 2007 and 2006
was $0.1 million.

6. RESTRUCTURING AND EXIT ACTIVITIES

In April 2005, in connection with the separation of the company from Kerr-McGee, discussed in Note 1,
the company initiated an employee compensation program designed to provide an incentive to certain
employees to remain with the company over a one-year period. Costs associated with this program were
split based upon the periods in which participating employees met the service requirements, with Kerr-
McGee bearing the costs for the period they benefited from this arrangement up to the IPO date and the
company incurring the costs after the IPO date. During 2006, the company incurred costs of $1.7 million
and for incentives paid to employees. Kerr-McGee reimbursed the company for its proportionate share of
the incentives paid.
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On August 8, 2007, the parent announced an involuntary work force reduction program as part of its
ongoing efforts to reduce operating and selling, general and administrative costs. The work force review
was global in scope, with the exception of the Tronox's Uerdingen, Germany, facility. As alresult of the
program, the company’s U.S. work force was reduced by 46 employees. An additional 55 p
were vacant prior to the work force reduction were not filled. There were no costs associated\with the
elimination of vacant positions. The program was substantially completed as of December 31, 2007, with
two employees remaining into early 2008 for transition purposes. In connection with the work force
reduction, the company incurred pretax charges of $4.2 million for severance and other employee related
costs and $5.7 million in allocated costs from the parent for noncash special termination benefits under
Tronox’s pension plan. These charges are included in restructuring charges in the Consolidated
Statement of Operations. Of the total provision for severance and other employee related costs of
$4.2 million, $3.8 million was paid in 2007 with remaining balance of $0.4 million still outstanding at
December 31, 2007.

The following table represents a reconciliation of the beginning and ending balances of reserves for exit
and restructuring activities for 2007 and 2006. Amounts exclude AROs and special termination benefits
allocated under the Tronox's benefit plan and include certain obligations of the discontinued forest
products operations that have been retained by the company.

2007 2006
Personnel  Dismantlement  Contract Personnel  Dismantiement  Contract
Total Costs and Closure  Termination Total Costs and Closure  Termination
(Thousands of dollars)

Beginning balance $3,020 $ 925 $1,895 $200 $5,994 $891 $4,077 $1,026
Provisions 4,189 4,246 — (57) 34 34 — —
Payments (5,386) (4,225) (1,018) (143) (2,783) — (2,182) (601)
Adjustments — — — — (225) — — _(2295)
Ending balance $1.823 § 946 § 877 $§ — $3020 $925  $185  $200

Asset Impairment. The company had been working on the development of a raw materials feed project to
improve efficiencies and reduce costs at the Savannah, Georgia, pigment facility. Due to reductions in
capital spending, it is doubtful that this project will be completed, and therefore, it does not meet the
criteria for treatment as an asset. Accordingly, the company recorded a charge of $3.8 million reflected in
cost of goods sold in the Consolidated Statement of Operations for the year ended December 31, 2007, to
write off this project. The company also had a $3.5 million write-off of an information technology project
related to our financial and operational systems begun prior to Tronox's spin-off from Kerr-McGee.
Additionally, other assets at the plant with a total net book value of $1.1 million were not currently in use
and were written off to cost of goods sold in 2007.

7. ASSET RETIREMENT OBLIGATIONS

A summary of the changes in the asset retirement liability during 2007 and 2006 is included in the table
below (in thousands of dollars).

2007 2006
Balance, JANUAMY 1........ccceerieiriiririeneiereireecssrsssestnsssisssssssssaesasssssesessessasssssssssssessssesseness $26,847 $34,898
Obligations INCUITEd...........cccvuiiiiiiiini ettt st st 733 —
ACCTELION EXPEISE .....cueeeeretieiiiterirertieter i st rrera st s asaa st essesrastarsass et et enesesesassnssutias 2,079 1,093
Changes in estimates, including cost and timing of cash flows.........c..covveevniniinni (111) (6,869)
Remeasurement/translation .........coc.eceeerieneriimninieennenirress et se e ssaesanes 805 —
Asset retirement eXpenditures ...........cc.covieieiniiinieicninireer e sses e e assresseesesacsas (1,847) (2,275)
Balance, DECEMDEN 31 ......c.ieveeecereresrerteriesieserstassenae e seesereesesestessessestssessessssssasesassrerarssssse $28,506  $26,847
CUITENE POTHION{T) co.vveeerererrrrrrscreeeetrreteeese st st et e s sssis s s s ss shssssensssssnarasesssasssensa $ 2023 § 3249
NONGUITENE POTLION(2) .....covveeeeeieriereesrentsaeererer ettt sasssrissr e sresasssssesesssssnss e sassasesesanssnes $26,483  $23,5698



(1) Included in accrued liabilities
(2) Included in noncurrent liabilities — environmental remediation and/or restoration and other

The company shut down its synthetic rutile plant in Mobile, Alabama, in 2003. In September 2004, the
company shut down TiO, sulfate production and curtailed gypsum production at its Savannah, Georgia,
plant. Until the decisions to shut down these facilities had been made, it was undeterminable when the
asset retirement liability associated with these facilities would be settled. Upon deciding to shut down the
facilities, the timing of settlement and method of abandonment became known and estimable and the
related ARO was recorded at the estimated fair value. For the synthetic rutile plant in Mobile, Alabama, a
$17.6 million liability was recognized at the beginning of 2003. For the TiO, sulfate production facility at the
company’s Savannah, Georgia, plant, an abandonment liability of $12.7 million was recognized in
September 2004. -

Operations at the Mobile, Alabama, facility included production of feedstock for the company's U.S. TiO,
plants. The facility ceased feedstock production in June 2003, but was used on a temporary basis in 2005,
part of 2006, and part of 2007 to dry ore for TiO, production. Feedstock operations had resulted in minor
contamination of groundwater adjacent to surface impoundments resulting from the normal operations of
these facilities. A groundwater recovery system was installed prior to closure and continues in operation,
as required under the National Pollutant Discharge Elimination System (NPDES) permit. Remediation
work, including groundwater recovery, closure of the impoundments and other minor work, is expected to
be substantially completed in five years. In 2006, the estimates related to the cost and timing of
expenditures for the final closure of the Mobile facility were updated to reflect the extended use of the
facility for drying ore and the revised timing for the closure of the impoundments. As a result, the company
recorded a restructuring credit of $4.2 million in 2006, which was reflected in the Consolidated Statement
of Operations.

In 2004, an asset retirement reserve related to the TiO, sulfate production at Savannah, Georgia, was
established to address remediation activities resulting from the normal operations of these facilities,
including environmental assessment, closure of certain impoundments, groundwater monitoring, asbestos
abatement, and other work, which are expected to take more than 25 years. In 2006, the estimates related
to this closure work were updated to reflect the permitted use of some of the assets to be abandoned and
therefore delays in the expected timing of expenditures. As a result of these factors, and as assets
associated with this facility had been written-off in previous periods, the company recorded a restructuring
credit of $2.9 million in 2006, which was reflected in the Consolidated Statement of Operations.

In 2005, in connection with the adoption of FIN No. 47, the company recognized an obligation for its 50%
share of the cost to close and rehabilitate the mine site in Western Australia, operated by the joint venture
partners. As of December 31, 2007, the accreted reserve represented management's estimate of the total
costs to restore the area that has been disturbed, as required under the mining lease.

In 2007, a $0.7 million asset retirement reserve related to a process waste landfill at the company’s
Hamilton, Mississippi, TiO, facility was established to address one-time closure costs (cap with liner and
cover with soil) and annual monitoring costs of the closed landfill under applicable state environmental
laws in Mississippi. Closure is expected to occur in approximately seven years.

8. CONTINGENCIES

The following discussion relates to legal and environmental matters involving sites currently or previously
owned or operated by the company and/or its predecessors. Generally, the parent has assumed financial
responsibility for the company’s legal and environmental matters, including those discussed below (with
the exception of Henderson, Nevada), although in certain situations, the company remains the primary
obligor. Whenever the legal and financial responsibility is joint and several with the parent, the parent has
recognized the provision and liability; thus, it has not been reflected in the accompanying consolidated
financial statements. When the company is the primary obligor, the provision and liability have been
reflected in the company's Consolidated Statement of Operations as provision for environmental
remediation and restoration, net of reimbursements or loss from discontinued operations, net of income
taxes and in the Consolidated Balance Sheet as accrued liabilities or noncurrent liabilities — environmental
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remediation and/or restoration and other. When the parent pays amounts related to these matters, the
payments have been reflected in the Consolidated Statement of Comprehensive Loss and Member’s
Equity as capital contribution from parent. When the company is the named recipient of reimbursements
and such amounts are probable of receipt, they are reflected in the Consolidated Balance Sheet as
accounts receivable or other assets depending on estimated timing of collection.

For the year ended December 31, 2007 and 2006, the parent recognized provisions (benefits) (which are
not reflected herein) of $1.5 million and $(1.2) million, respectively, for environmental matters related to
sites currently and/or previously owned by the company for which the parent and the company have joint
and several liability. Related to these sites, the parent also recognized provisions (which are not reflected
herein) for legal matters in the amount of nil and $4.0 million in 2007 and 2006, respectively.

The table below summarizes changes in the environmental reserves for the company during 2007 for
major sites, followed by discussion of those major sites. Although actual costs may differ from current
estimates reflected in the reserve balances, the amount of any revisions in remediation costs cannot be
reasonably estimated at this time.

Reserve Reserve
Balance at Balance at
December 31, Provisions/ Payments/ December 31,

Location of Site 2006 Accruals Settlements 2007

(Millions of dollars)

Henderson, Nevada (1) .....ccccoevereerneiininniinreeieessceeee $ 284 § 34 ¢ (74) $ 24.4
West Chicago, HliN0is (2) ......ccoovvrimimnininie 74.8 1.8 (23.2) 53.4
Manville, New Jersey...........coconmniriiiennnnecene i 35.0 — — 35.0
Sauget, HIN0IS .......ccoveruiiiiirirrr e 6.8 — (1.0) 5.8
Jacksonville, FIorida........c..cccniiiniiinnerennencennecc e 53 — (0.2) 5.1
OthEr SItES .....eeieieeeceere ettt rb st ssar e 21.6 1.4 (3.3) 19.7
Total of all sites With FESEIVES ........c.cccovecviriienveenierirenieene $ 1719 §$ 66 $ (351) $& 1434

(1) Provisions include $2.7 million recorded in 2007 related to expanded sampling and the development of a risk
assessment plan pertaining to the 1996 agreement with the NDEP.

(2) Provisions include $1.8 million recorded in 2007 as a result of a determination that additional groundwater
monitoring would be needed to meet state requirements.

Henderson, Nevada

In 1998, the company decided to exit the ammonium perchlorate business. At that time, the company
curtailed operations and began preparation for the shutdown of the associated production facilities in
Henderson, Nevada, that produced ammonium perchlorate and other related products. Manufacture of
perchlorate compounds began at Henderson in 1945 in facilities owned by the U.S. government. The
U.S. Navy expanded production significantly in 1953 when it completed construction of a plant for the
manufacture of ammonium perchlorate. The U.S. Navy continued to own the ammonium perchlorate
plant, as well as other associated production equipment at Henderson, until 1962, when the plant was
purchased by a predecessor of the company. The ammonium perchlorate produced at the Henderson
facility was used primarily in federal government defense and space programs. Perchlorate that may have
originated, at least in part, from the Henderson facility has been detected in nearby Lake Mead and the
Colorado River, which contribute to municipal water supplies in Arizona, Southern California and Southern
Nevada.
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The company began decommissioning the facility and remediating associated perchlorate conbatminntio

including surface impoundments and groundwater, when it decided to exit the business in 19498 1 Yt
and 2001, Tronox LLC entered into consent orders with the Nevada Division of Environmental frrotec o
(the “NDEP”) that require it to implement both interim and long-term remedial measures to caplure: and

remove perchlorate from groundwater. in April 2005, the company entered into an amended consent ordes
with the NDEP that requires, in addition to the capture and treatment of groundwater, the clusure of
certain impoundment related to the past production of ammonium perchlorate, including treatmant and
disposal of solution and sediment contained in the impoundment. A separate agreement reached in 100,
with the NDEP also requires the company to test for various potential contaminants at the site, which i
ongoing. The second phase of the site investigation including preparation of a risk assessment i
expected to be completed by late-2008. Results of testing will lead to a further site characterization an
possible additional remediation requirements, the costs of which, if any, are not currently included in the
financial reserves discussed below.

In 1999, the company initiated the interim measures required by the consent orders. A long-term
remediation system is operating in compliance with the consent orders. Initially, the remediation system
was projected to operate through 2007. However, studies of the decline of perchlorate levels in the:
groundwater indicate that the company may need to operate the system through 2011. The scope,
duration and cost of groundwater remediation likely will be driven in the long term by drinking water
standards regarding perchlorate, which to date have not been formally established by applicabje’state or
federal regulatory authorities. The EPA and other federal and state agencies continue to aluate the
health and environmental risks associated with perchlorate as part of the process for ult ately setting
drinking water standards. Two state agencies, the Massachusetts Department of-’Environmental
Protection and the California Environmental Protection Agency have established maximum contaminant
levels (MCLs) for perchlorate, of 2 parts per billion and 6 parts per billion, respectively. Also, the EPA has
established a reference dose for perchlorate, which is a preliminary step to setting drinking water
standards. The establishment of applicable drinking water standards could materially affect the scope,
duration and cost of the long-term groundwater remediation that the company is required to perform. The
long-term scope, duration and cost of groundwater remediation and impoundment closure are uncertain
and, therefore, additional costs beyond those accrued may be incurred in the future. However, the amount
of additional costs, if any, cannot be reasonably estimated at this time.

Litigation — In 2000, the company initiated litigation against the United States seeking contribution for its
Henderson response costs. The suit was based on the fact that the government owned the plant in the
early years of its operation, exercised significant control over production at the plant and the sale of
products produced at the plant, even while not the owner, and was the largest consumer of products
produced at the plant. Before trial, the parties agreed to a settiement of the claims against the United
States. The settlement was memorialized in a consent decree approved by the court on January 13, 2006.
In February 2006, under the consent decree, the United States paid the company $20.5 million in
contribution for past costs. Commencing January 1, 2011, the United States will be obligated to pay 21%
of the company’s remaining response costs at Henderson, if any, related to perchlorate.

Insurance Reimbursement — In 2001, the company purchased a 10-year, $100 million environmental cost
cap insurance policy for groundwater and other remediation at Henderson. The insurance policy provides
coverage after the company exhausts a self-insured retention of approximately $62.3 million ($61.3 million
self-insured retention, plus an additional $1.0 million retention for certain additional coverage under the
policy) and covers only those costs incurred to achieve a cleanup level specified in the policy. As noted
above, federal and applicable state agencies have not established a drinking water standard and,
therefore, it is possible that the company may be required to achieve a cleanup level more stringent than
that covered by the policy. If so, the amount recoverable under the policy may be less than the ultimate
cleanup cost.
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At December 31, 2007, the company had received $16.4 million of cost reimburscimont undse Ha
insurance policy, and expects that, to date, an estimated aggregate cleanup cost of $84.9 million leze. e
$62.3 million self-insured retention to be covered by the policy (for a net amount of $22 G tnilhoye 1
reimbursement). The company believes that additional reimbursement of approximately $22 6 milion .
probable, and, accordingly, the company has recorded a receivable in the financial statements for thi
amount.

West Chicago, lllinois

in 1973, the company closed a facility in West Chicago, lllinois, that processed thorium ores for the federal
government and for certain commercial purposes. Historical operations had resulted in low-level
radioactive contamination at the facility and in surrounding areas. The original processing facility is
regulated by the State of lilinois (the “State”), and four vicinity areas are designated as Superfund sites on
the National Priorities List (the “NPL").

Closed Facility — Pursuant to agreements reached in 1994 and 1997 among the company, the City of
West Chicago and the State regarding the decommissioning of the closed West Chicago facility, the
company has substantially completed the excavation of contaminated soils and has shipped those soils to
a licensed disposal facility. Surface restoration was completed in 2004, except for areas designated for
use in connection with the Kress Creek and Sewage Treatment Plant remediation discussed below.
Groundwater remediation is expected to continue for approximately seven years. Groundwater monitoring
is expected to continue for approximately eleven years.

Vicinity Areas — The EPA has listed four areas in the vicinity of the closed West Chicago facility on the
NPL and has designated the company as a PRP in these four areas. The company has substantially
completed remedial work for three of the areas (known as the Residential Areas, Reed-Keppler Park and
the Sewage Treatment Plant). In June 2007, a Chicago-area newspaper published articles suggesting that
certain Residential Area properties were not cleaned up adequately in the 1980s or the 1990s. The
company believes the cleanup of a significant portion of the Residential Area properties to be adequate,
as the EPA was involved indirectly in the cleanup. One property has been found to require additional
assessment. The company is currently assessing the property in order to prepare a work plan for this
cleanup. The EPA is in the process of verifying the work done on the remaining residential properties and
the cleanup requirements for the one property. The company has established a reserve for the work that
has been identified. Future requirements that may result from the planned EPA work cannot be estimated
at this time.

Work continues at the other NPL site known as Kress Creek. The work involves removal of low level
insoluble thorium residues principally in streambanks and streambed sediments. The company has
reached an agreement with the appropriate federal and state agencies and local communities regarding
the characterization and cleanup of the sites, past and future government response costs, and the waiver
of natural resource damages claims. The agreement is incorporated in consent decrees, which were
approved and entered by the federal court in Augus® 2005. The cleanup work, which began in the third
quarter of 2005, is expected to be completed in 2010 and will require excavation of contaminated soils and
stream sediments and shipment of excavated mfaterials to a licensed disposal facility. Restoration of
affected areas will continue into 2011. Monitoring of the restored areas will continue for three years after
restoration is complete.

Government Reimbursement — Pursuant to Title X, the U.S. Department of Energy (the “DOE") is
obligated to reimburse the company for certain decommissioning and cleanup costs incurred in
connection with the West Chicago sites in recognition of the fact that about 55% of the facility’s production
was dedicated to U.S. government contracts. The amount authorized for reimbursement under Title X is
$365 million plus inflation adjustments. That amount is expected to cover the government's full share of
West Chicago cleanup costs. Through December 31, 2007, the company had been reimbursed
approximately $304.2 million under Title X.
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Reimbursements under Title X are provided by congressional approprisihonn  bintoticilly i kgl

appropriations have lagged the company's cleanup expenditurcs. Aw of Docetibe: 31 Ha0 - @
government's share of costs incurred by the company but not yet reunburaet by fe 01 e
approximately $27.1 million, which includes $11.7 million accrued in 2007 The Gompiny bolhevie $la
receipt of the $27.1 million in due course following additional congressional approptintione. b profealse s

has reflected that amount as a receivable in the financial statements. Tho company will Jeainpise
recovery of the government’s share of future remediation costs for the West Chicago sitee. b it i s
cash expenditures.

Although actual costs may differ from current estimates, the amount of any revisions in romadition ¢ o
if any, cannot be reasonably estimated at this time. The amount of the reserve Is not reducet b,
reimbursements expected from the federal government under Title X of the Energy Policy Act of 6.
(“Title X”).

New Jersey Wood-Treatment Site

The company was named in 1999 as a potential responsible party (“PRP”) under CERCLA at @ formie:
wood-treatment site in New Jersey at which the EPA is conducting a cleanup. On April 15, 2005, Trono»
LLC received a letter from the EPA asserting it is liable under CERCLA as a former owner or operator of
the site and demanding reimbursement of costs expended by the EPA at the site. The letter madc
demand for payment of past costs in the amount of approximately $179 million, plus interest, though the
EPA has informed the company that as of December 5, 2006, project costs are approximately
$244 million, plus other future costs and interest and would consider resolving the matter for $239 miliion
The company did not operate the site, which had been sold to a third party before Tronox LLC succeedcd
to the interests of a predecessor in the 1960s. The predecessor also did not operate the site, which had
been closed down before it was acquired by the predecessor. Based on historical records, there arc
substantial uncertainties about whether or under what terms the predecessor assumed any liabilities for
the site. In addition, although it appears there may be other PRPs to whom notice has been given, the
company does not know whether the other PRPs have any valid defenses to liability for the site or whether
the other PRPs have the financial resources necessary to meet their obligations, if proven. Tronox LLC,
Tronox Worldwide LLC, Tronox Incorporated, Kerr-McGee Worldwide Corporation, Kerr-McGee
Corporation and the EPA entered into an agreement to toll the statute of limitations (“tolling agreement”)
on March 28, 2006, and the company and the EPA have submitted the matter to nonbinding mediation
that could lead to a settlement or resolution of EPA’s demand. in the event the mediation process does
not lead to an acceptable solution, the company intends to vigorously defend against the EPA’'s demand.

On June 25, 2007, the New Jersey Department of Environmental Protection and the Administrator of the
New Jersey Spill Compensation Fund sued the company and unnamed others in Superior Court, Law
Division, Somerset County, New Jersey. The plaintiffs allege defendants are responsible for releases from
the Federal Creosote Superfund Site that damaged the state’s groundwater and seek natural resource
damages, and reimbursement of costs that the state expended at the site and other similar relief. Tronox
LLC has filed an answer in the matter. The state court has ordered that the case be stayed and referred
the matter to the ongoing mediation with the EPA regarding the site.

As a follow-up to the July mediation session, another meeting was held on November 28, 2007, with the
mediator, EPA, DOJ, the New Jersey Attorney General’s office and the New Jersey DEP to discuss the
remedy utilized by the government to clean up the site. Following this meeting, the DOJ and EPA
discussed the next steps with the mediator and it was agreed that the EPA and DOJ would continue to
focus on their evaluation of other potential PRPs and would submit a response (either in writing or in
another meeting) to the issues raised by the company in the November mediation session. On
January 16, 2008, the EPA served information requests on Tronox seeking additional information related
to the transaction by Kerr-McGee that resulted in the ultimate spin-off of Tronox. A similar request was
also served on Anadarko Petroleum Corporation on or about the same date.
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On November 14, 2007, two members of the U.S. Senate requested the U.S. Government Accountability
Office (“GAQ") investigate EPA’s cleanup of the site. On November 28, 2007, the GAO accepted the
request and indicated it would begin its investigation around February 1, 2008.

The tolling agreement has been extended until the end of July 2008, in order to work through the various
issues. If the mediation is unsuccessful, the company intends to vigorously defend against EPA's claim.

MSA Reimbursement — As of December 31, 2007, the company had a receivable of $17.5 million
representing 50% of the settlement amount that Anadarko Petroleum Corporation, on behalf of Kerr-
McGee, has consented to contribute at or before the time the settlement, if accepted, becomes payable.
The receivable has been reflected in accounts receivable in the accompanying Consolidated Balance
Sheets.

Sauget, lllinois

From 1927 to 1969, the company operated a wood-treatment plant on a 60-acre site in the Village of
Sauget (formerly known as Monsanto) in St. Clair County, lllinois. Operations on the property resulted in
the contamination of soil sediment, surface water and groundwater at the site with creosote and other
substances used in wood treating. In 1988, the company entered into a court-approved consent order with
the lllinois Attorney General and lllinois Environmental Protection Agency. The investigation and feasibility
study for sediments required by the order are complete. Pond sediment removal was completed in 2007,
with final pond closure and groundwater investigation expected to be completed in 2008.

Jacksonvifle, Florida

In 1970, the company purchased a facility in Jacksonville, Florida, that manufactured and processed
fertilizers, pesticides and herbicides. The company closed the facility in 1978. In 1988, all structures were
removed, and the company began site characterization studies. In 2000, the company entered into a
consent order with the EPA to conduct a remedial investigation and a feasibility study. The remedial
investigation was completed and submitted to the EPA in August 2005. A feasibility study was submitted
to the EPA in October 2006. The study recommended site soil remediation and excavation, site capping
and limited groundwater remediation. The EPA has requested additional sediment data be collected to
support the site recommendation. A sediment analysis plan has been prepared and was submitted in
August 2007 to respond to the EPA’s request. The analysis work plan was approved by the EPA in
January 2008.

Other Sites

In addition to the sites described above, the company is responsible for environmental costs related to
certain other sites. These sites relate primarily to wood treating and chemical production. As of
December 31, 2007, the company had reserves of $19.7 million for the environmental costs in connection
with these other sites. Although actual costs may differ from current estimates, the amount of any
revisions in remediation costs cannot be reasonably estimated at this time.

Master Separation Agreement

Pursuant to the MSA (which recites that it binds successors), Kerr-McGee will reimburse Tronox and its
subsidiaries for a portion of the environmental remediation costs it incurs and pays (net of any cost
reimbursements it recovers or expects to recover from insurers, governmental authorities or other
parties). The reimbursement obligation extends to costs incurred at any site associated with any of the
company’s former businesses or operations.

-19-



With respect to any site for which the company has established a reserve as of the effective date of the:
MSA, 50% of the remediation costs the company incurs in excess of the reserve amount (after meeting a
$200,000 minimum threshold amount) will be reimbursable by Kerr-McGee, net of any amounts recovered
or, in the company’s reasonable and good faith estimate, that will be recovered from third parties. With
respect to any site for which the company has not established a reserve as of the effective date of the
MSA, 50% of the amount of the remediation costs the company incurs and pays (after meeting a
$200,000 minimum threshold amount) will be reimbursable by Kerr-McGee, net of any amounts recovered
or, in the company’s reasonable and good faith estimate, that will be recovered from third parties. The
company received reimbursements from Kerr-McGee of $0.6 million and $1.1 million in 2007 and 2006,
respectively. In addition, at December 31, 2007, the company had a receivable of $17.5 million, primarily
representing 50% of the settlement offer the company made related to the New Jersey wood-treatment
site as described above that Anadarko Petroleum Corporation, on behalf of Kerr-McGee, has consented
to contribute at or before the time the settiement, if accepted, becomes payable.

Kerr-McGee's aggregate reimbursement obligation to Tronox and its subsidiaries cannot exceed
$100 million and is subject to various other limitations and restrictions. For example, Kerr-McGee is not
obligated to reimburse the company for amounts it pays to third parties in connection with tort claims or
personal injury lawsuits, or for administrative fines or civil penalties that the company is required to pay.
Kerr-McGee's reimbursement obligation also is limited to costs that the company actually incurs and pays
within seven years following the completion of the IPO.

Litigation and Claims

Forest Products Litigation

The company is defending a number of lawsuits related to two former wood-treatment plants in Columbus,
Mississippi and Texarkana, Texas. Both of these lawsuits seek recoveries under a variety of common law
and statutory legal theories for personal injuries and/or property damages allegedly caused by exposure to
and/or release of chemicals used in the wood-treatment process, primarily creosote. The company
currently believes that claims asserted in these lawsuits are without substantial merit and is vigorously
defending them except where reasonable resolutions can be achieved.

At Columbus, Mississippi, the consolidated federal case, which had been set for the initial trial of two
plaintiffs in November 2007, was stricken from the court's docket so that the parties could pursue
mediation. On October 3, 2007, the judge entered an order dismissing the consolidated litigation without
prejudice, limiting future litigation to individual cases that are not settled through mediation. In December
2007, negotiations on the terms of a mediation agreement concluded with the execution of a mediation
agreement. The first mediation hearing in this matter is expected to begin in the first half of 2008.

At Texarkana, Texas, the five plaintiffs in the May v. Tronox case concluded settlement negotiations with
the insurer for Tronox LLC in April 2007, with the case being dismissed in June 2007. Similarly, in
Avance v. Tronox, 27 plaintiffs reached settlements with the insurer in July, and the case was dismissed
on October 12, 2007. In Jeans v. Tronox, six plaintiffs and insurer reached an agreement in principle to
settle in January 2008. When the agreement is finalized, this case will be dismissed. It is expected that the
settlement amount will be fully funded by the insurer.

Financial Reserves — As of December 31, 2007, the company had reserves of $4.9 million related to
certain forest products litigation. Although actual costs may differ from the current reserves, the amount of
any revisions in litigation costs cannot be reasonably estimated at this time. The company currently
believes that the ultimate resolution of this forest products litigation is not likely to have a material adverse
effect on the company. Based upon the mediation agreement noted above for Columbus, Mississippi, the
company reduced its reserve balance by $2.0 million in 2007.
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Savannah Plant

On September 8, 2003, the Environmental Protection Division of the Georgia Department of Natural
Resources (the “EPD”) issued a unilateral Administrative Order to the company’s subsidiary, Tronox
Pigments (Savannah) Inc., claiming that the Savannah plant exceeded emission allowances provided for
in the facility’s Title V air permit. On September 19, 2005, the EPD rescinded the Administrative Order and
filed a Withdrawal of Petition for Hearing on Civil Penalties. Accordingly, the proceeding on administrative
penalties has been dismissed, without prejudice. After dismissal of the Administrative Order,
representatives of the EPD, the EPA and Tronox continued with their discussions regarding a resolution of
the alleged violations, with the EPA taking the lead role in these discussions. On December 6, 2006, the
EPA informed Tronox Pigments (Savannah) Inc. that it had submitted a civil referral to the
U.S. Department of Justice (the “DOJ") with respect to the air quality bypass issue and for matters
stemming from the EPA led Resource Conservation and Recovery Act (‘RCRA") Compliance Evaluation
Inspection (“CEI") that occurred in January 2006. Prior to the filing of any formal action, the DOJ agreed
to a series of settlement negotiations to determine if the matter can be resolved. After discussions with the
EPA and the DOJ, Tronox Pigments (Savannah) Inc. tendered an offer of settlement and compromise to
the government to settle all outstanding issues in the amount of $0.6 million as a penalty to be paid over
an eight-month period and approximately $2.4 million in “Supplemental Environmental Projects.”
Discussions regarding the offer of settlement and compromise are ongoing.

Financial Reserves — As of December 31, 2007, the company had reserves of $0.6 million related to the
Savannah plant emission litigation. Although actual costs may differ from the current reserves, the
amount, if any, of any revisions in litigation costs cannot be reasonably estimated at this time.

Hamilton

The EPA and the Mississippi Department of Environmental Quality (“MDEQ") conducted a CEl at the
Hamilton facility during April 2006, which focused on compliance with the RCRA. In November 2008, the
EPA transmitted to the facility a copy of its RCRA CEI Report and Sampling Report, which identified a
number of “alleged violations” of the RCRA, as incorporated by the Mississippi Hazardous Waste
Management Regulations. In March 2007, the facility sent a response to the alleged violations. In
November 2007, the DOJ informed Tronox that the EPA, Region 4, had referred the alleged violations to
the DOJ for civil enforcement. Prior to any enforcement being instituted, Tronox has requested a meeting
with the DOJ and the EPA to discuss the alleged violations. Discussions with the DOJ and EPA are
ongoing.

Kemira

In 2000, the company acquired its TiO, production facility in Savannah, Georgia, from Kemira Pigments Oy, a
Finnish company, and its parent, Kemira Oyj (together, "the Sellers”). After acquiring the facility, the company
discovered that certain matters associated with environmental conditions and plant infrastructures were not
consistent with representations made by the Sellers. The company sought recovery for breach of
representations and warranties in a proceeding before the London Court of International Arbitration (“LCIA™).
On May9, 2005, the company received notice from the LCIA that the LCIA had found in favor of the
company as to liability with respect to certain of the claims. The LCIA hearing related to amount of damages
was held in late May 2006. On November 10, 2008, the LCIA issued an Award on Quantum awarding the
company a net of $8.9 million in damages and interest, which was received in December 2006. This award is
presented as Arbitration award received in the Consolidated Statement of Operations.

Other Matters

The company is party to a number of legal and administrative proceedings involving environmental and/or
other matters pending in various courts or agencies. These proceedings, individually and in the aggregate,
are not expected to have a material adverse effect on the company. These proceedings are also
associated with facilities currently or previously owned, operated or used by the company and/or its
predecessors, some of which include claims for personal injuries, property damages, cleanup costs and
other environmental matters. Current and former operations of the company also involve management of
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regulated materials and are subject to various environmental laws and regulations. These laws and
regulations will obligate the company to clean up various sites at which petroleum and other
hydrocarbons, chemicals, low-level radioactive substances and/or other materials have been contained,
disposed of or released. Some of these sites have been designated Superfund sites by the EPA pursuant
to CERCLA or state equivalents. Similar environmental laws and regulations and other requirements exist
in foreign countries in which the company operates.

The company provides for estimates related to contingencies when a loss is probable and the amount is
reasonably estimable. It is not possible for the company to reliably estimate the amount and timing of all
future expenditures related to environmental and legal matters and other contingencies because, among
other reasons:

- Some sites are in the early stages of investigation, and other sites may be identified in the future.

» Remediation activities vary significantly in duration, scope and cost from site to site depending on
the mix of unique site characteristics, applicable technologies and regulatory agencies involved.

« Remediation requirements are difficult to predict at sites where remedial investigations have not
been completed or final decisions have not been made regarding remediation requirements,
technologies or other factors that bear on remediation costs.

« Environmental laws frequently impose joint, several liability on all potentially responsible parties
(“PRPs"), and it can be difficult to determine the number and financial condition and possible
defenses of PRPs and their respective shares of responsibility for clean-up costs.

« Environmental laws and regulations, as well as enforcement policies and cleanup levels, are
continually changing, and the outcome of court proceedings, alternative dispute resolution
proceedings (including mediation) and discussions with regulatory agencies are inherently
uncertain.

» Unanticipated construction problems and weather conditions can hinder the completion of
environmental remediation.

- Some legal matters are in the early stages of investigation or proceeding or their outcomes
otherwise may be difficult to predict, and other legal matters may be identified in the future.

* The inability to implement a planned engineering design or use planned technologies and
excavation or extraction methods may require revisions to the design of remediation measures,
which can delay remediation and increase costs.

« The identification of additional areas or volumes of contamination and changes in costs of labor,
equipment and technology generate corresponding changes in environmental remediation costs.

Summary

At year-end 2007 and 2006, the company had reserves totaling $143.4 million and $171.9 million,
respectively, for remediating environmental sites, reflecting the reasonably estimable costs for addressing
these sites. These reserves were reflected in the company's Consolidated Balance Sheet as accrued
liabilities or noncurrent liabilities at December 31, 2007 and 2006 as follows (thousands of dollars):

2007 2006
Accrued liabilities $ 77550 $ 78,534
Noncurrent liabilities -
Environmental remediation and/or restoration 65,818 93,326
Total $143368  $171.860
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Additionally, as of December 31, 2007 and 2006, the company had litigation reserves totaling $5 il
and $11.0 million, respectively, for the reasonably estimable losses associated with litigation .-
reserves are reflected in the company’s Consolidated Balance Sheet as accrued liabilities ($0.6 nnllion
and $4.0 for 2007 and 2006, respectively) and as noncurrent liabilities — environmental remediation :nil/cu
restoration and other ($4.9 million and $7.0 million for 2007 and 2006, respectively). Managciicnt
believes, after consultation with general counsel that currently the company has reserved adequatcly I
the reasonably estimable costs of environmental matters and other contingencies. However, additions to
the reserves may be required as additional information is obtained that enables the company to better
estimate its liabilities, including liabilities at sites now under review, though the company cannot now
reliably estimate the amount of future additions to the reserves.

In addition to the reserves noted above, the parent also has environmental remediation and/or restoration
reserves totaling $2.7 million and $4.7 million at December 31, 2007 and 2006, respectively, and litigation
reserves of $4.0 million and $4.0 million at December 31, 2007 and 2006, respectively, related to sites o
matters for which it assumed the primary obligation from the company in matters involving joint and
several liability.

9. OTHER LIABILITIES

Other liabilities consist of the following at December 31, 2007 and 2006 (thousands of dollars):

2007 2006

Environmental remediation and/or restoration $ 65,820 $ 93,326
Litigation 4,857 6,977
Workers’ Compensation 3,153 2,081
General & Auto Liability 2,707 1,689
ARO 26,483 23,598
Other 18915 9,218

Total $ 121935 § 136,889

10. COMMITMENTS

The company has various commitments under noncancelable operating lease agreements, principally for
railcars, office space and production equipment. Total rental expense was $6.2 million in 2007 and $5.7
million in 2006, including month-to-month rentals. Aggregate minimum annual rentals under all operating
leases at December 31, 2007, totaled $78.6 million, of which $12.2 million is due in 2008, $11.8 million in
2009, $9.0 million in 2010, $8.2 million in 2011, $7.7 million in 2012, and $29.7 million thereafter.

Purchase obligations are agreements to purchase goods or services that are enforceable and legally
binding and that specify all significant terms, including fixed or minimum quantities to be purchased, fixcd,
minimum or variable price provisions, and the approximate timing of the transaction.

In the normal course of business, the company enters into contractual agreements to purchase raw
materials, chemicals, services and utilities. Aggregate future payments under these contracts total $374
million, of which $156.5 million is expected to be paid in 2008, $85.3 million in 2009, $45.2 million in 2010,
$31.8 million in 2011, $26.6 million in 2012, and $34.2 million thereafter.

11. CASH FLOW INFORMATION

During 2007 and 2006, the company accrued interest of $24.3 million and $20.9 million on its et poyatile:
balance to Tronox, its parent or affiliates, respectively, of which $1.3 million in both years worce: capntoili i
as part of construction-in-progress. There were no payments made on the accrued intciest fnecnlid
above. Interest of $1.3 million and $0.9 million was paid in 2007 and 2006, respectively. o e tole
payable to a related party. Additionally, during the same periods, the company was alloc.ateed crunen
income tax expense associated with its nontaxable stand-alone operations from the: company - et
$14.2 million and $31.8 million, respectively.
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During 2007 and 2006, noncash activities included the recognition of receivables from the government
insurers and others of $13.6 million and $53.2 million, respectively, and provisions for environmental
liabilities of $8.0 million and $51.5 million, respectively (including amounts related to the company™
discontinued forest products operations and thorium compounds manufacturing for environmental
liabilities). See Note 8 for discussion of these matters. These activities also resulted in noncash capital
contributions of $28.9 million and $32.4 million in 2007 and 2006, respectively, due to the direct paymant
of environmental remediation and/or restoration costs by the parent. Capital contributions of $1.5 million
in 2006 related to the separation from Kerr-McGee.

12. INCOME TAXES

The provision (benefit) for inéome taxes from continuing operations for 2007 and 2006 is summarized
below (thousands of dollars):

2007 2006
Taxable Entities
U.S. Federal:
Current $ (11,543) $ (4.124)
Deferred (3,058) 708
(14,601) (3.416)
International:
Current 10,211 906
Deferred (5,264) 5,161
FIN No. 48 (1,207) —
3.740 6.067
Total Taxable Entities (10,861) 2,651
Nontaxable (disregarded) entity income tax expense allocation
from Tronox / Kerr-McGee
Current 14,239 31,830
FIN No. 48 (1.281) -
12,958 31,830
Total Income Tax Provision § 2097 §$34481

The effective income tax rate applicable to income from continuing operations in 2007 was (130.9)%
compared to the U.S. federal income tax rate of 35%. The difference in the rates is primarily the result of
deferred tax items not included in the consolidated income tax provision that are related to the company
(which is disregarded as separate from its owner) and tax contingencies, partially offset by results of
foreign operations and accrual to tax return adjustments.

TWA had undistributed earnings and profits of approximately US$36 million at December 31, 2007. No
provision for deferred U.S. income taxes has been made for these earnings because they are considered
to be indefinitely invested outside the U.S. The distribution of these earnings in the form of dividends o1
otherwise, may subject the company to U.S. income taxes. However, because of the complexities of U &
taxation of foreign earnings, it is not practicable to estimate the amount of additional tax that might he:
payable on any eventual remittance of these earnings.

Contingent tax liabilities of $7.2 million at December 31, 2006, have been included in noncurrent liabihitie::.
separate and apart from deferred income taxes. These contingent liabilities relate primarily to deduction.
related to the effects of foreign currency transiation and other tax-related matters. With the adoption o
FIN No. 48 as of January 1, 2007, certain issues represented by the $7.2 million are now considered
uncertain tax positions under FIN No. 48 and as such are now included in the FIN No. 48 liability
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As a result of the adoption of FIN No. 48, the company recognized a $2.5 million charge to the January 1,
2007, balance of retained earnings. A reconciliation of the beginning and ending amount of unrecognized
tax benefits is as follows:

2007
(Millions of
dollars)
Balance at January 1, 2007................ $ 72
Reductions for tax positions related to
the current year ........ccccecevveeeernnnnnen. (0.1)
Additions for tax positions of prior
YEAIS ....ceieieerieeereeereneeeaenetesrenneeeesenne 0.9
Reductions for tax positions of prior
YEAIS....ceiieureereneeernreeerennrreesrsnererennes (1.6)
Reductions due to lapse of applicable
statute of limitations.................c....... (1.3)
Balance at December 31, 2007 ......... $ 51

The net benefit associated with this reserve of $5.1 million for unrecognized tax benefits, if recognized,
would affect the effective income tax rate.

The company is not aware of any positions for which it is reasonably possible that the total amounts of
unrecognized tax benefits will significantly increase or decrease within the next twelve months.

The company recognizes interest and penalties related to unrecognized tax benefits in income tax
expense. During the year ended December 31, 2007, the company recognized approximately $0.4 million
from gross interest and penalties in the Statement of Operations. As of January 1, 2007, the company had
approximately $3.5 million accrued for the gross payment of interest and penalties. The equivalent amount
at December 31, 2007, was $4.2 million, including the effects of foreign currency translation.

The company was included in the U.S.federal income tax returns of Kerr-McGee Corporation and
Subsidiaries for tax periods ending in 2005 and prior. The Internal Revenue Service has completed its
examination of the Kerr-McGee Corporation and Subsidiaries' federal income tax returns for all years
through 2002 and is currently conducting an examination of the years 2003 through 2005. The years
through 2002 have been closed with the exception of issues for which a refund claim has been filed and is
being pursued in United States Court of Federal Claims. Any amounts that may become payable to Kerr-
McGee under the tax sharing agreement with respect to these closed years will be borne by the
Company's parent; therefore no provisions for these periods are included in these financial statements.

The year 2002 has closed with respect to the tax audit of Australia and no periods have closed in the
United States for periods subsequent to the IPO of Tronox Incorporated stock in November 2005. The
company believes that it has made adequate provision for income taxes that may be payable with respect
to years open for examination; however, the ultimate outcome is not presently known and, accordingly,
additional provisions may be necessary and/or reclassifications of noncurrent tax liabilities to current may
occur in the future.

The net deferred tax liability, classified as current assets — prepaid and other assets and noncurrent
liabilities - deferred income taxes in the Consolidated Balance Sheet, represents the net deferred taxes
related solely to the taxable operations of THI and TWA. Deferred tax assets or liabilities are composed
of the following at December 31, 2007 and 2006 (thousands of dollars):

2007 2006
Deferred tax assets
Reserve for environmental and ARO $ 5,559 $ 6,649
Iinterest 1,189 —_
Notes Payable 2,086 —
Other 3,967 3,866

12,801 10,515
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Deferred tax liabilities

Accelerated depreciation 43,373 46,704
Intangible assets 9,033 9,045
Land Improvements 6,803 6,803
Other 2,656 5,613
61,865 68,165

Deferred income taxes, net $49,064 $ 57,650

Tax Sharing Agreement and Tax Allocations — Tronox entered into a tax sharing agreement with Ker
McGee that governs Kerr-McGee's and Tronox's respective rights, responsibilities and obligations,
subsequent to the IPO with respect to taxes for tax periods ending in 2005 and prior. Generally, taxes
incurred or accrued prior to the IPO that are attributable to the business of one party will be borne solely by
that party. Tronox will be responsible for or benefit from tax payables and tax receivables, respectively, that
result in the future under the tax sharing agreement as the IRS completes its examination of the Kerr-McGec:
Corporation and subsidiaries’ U.S. Federal income tax returns for tax periods ending in 2005 and prior
Accordingly, a portion of these payables and receivables may relate to the company, which would result in
payables/receivables with Tronox.

The company, and/or the parent, may incur certain restructuring taxes as a result of the separation from
Kerr-McGee. A restructuring tax is any tax incurred as a result of any restructuring transaction undertaken to
effectuate the separation other than the IPO, the Distribution and entering into the senior secured credit
facility, which in the judgment of the parties is currently required to be taken into account in determining the
tax liability of Kerr-McGee or Tronox (or their respective subsidiaries) for any pre-deconsolidation period as
defined in the tax sharing agreement. The tax sharing agreement provides that Kerr-McGee will be
responsible for 100% of the restructuring taxes up to, but not to exceed, $17.0 million. The company and the
parent, collectively, are responsible for any restructuring taxes in excess of $17.0 million. However, the
company does not expect the restructuring taxes to exceed $17.0 million. In addition, Tronox is required to
indemnify Kerr-McGee for any tax liability incurred by reason of the Distribution being considered a taxable
transaction to Kerr-McGee as a result of a breach of any representation, warranty or covenant made by
Tronox in the tax sharing agreement.

13. FINANCIAL INSTRUMENTS AND DERIVATIVE ACTIVITIES
Financial instruments

The company holds or issues financial instruments for other than trading purposes, including the following
at December 31, 2007 and 2006: cash and cash equivalents, accounts receivable, accounts and notes
receivable from affiliates, accounts payable, accrued liabilities, payables to affiliates, variable-rate debt
and foreign currency and natural gas derivatives. The carrying amounts of all financial instruments, as
reflected in the accompanying Consolidated Balance Sheet, approximate the estimated fair values. The
carrying amount of the company’s accounts and notes receivable from affiliates and note payable to
affiliate approximates fair value based on the current rates for similar termed instruments. The carrying
amounts of all other financial instruments approximate a fair value due to the nature or short maturities of
such items. The company is unable to estimate the fair value of its long-term receivables because the
timing of receipts is unknown.

The carrying value and estimated fair value of long-term receivables from the Department of Energy, Kerr-
McGee and insurers related to environmental reserves is summarized below (in thousands of dollars):

2007 2006
Long-term receivables — carrying value $31,404  $35481
Long-term receivables — estimated fair value 31,404 35,481
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Derivative Instruments

At December 31, 2007 and 2006, the net fair value of foreign currency and natural gas contt.i . np bt
in the Consolidated Balance Sheets was a liability of $1.4 million and $2.2 million, respectively, ard e
related balance of deferred after-tax losses in accumulated other comprehensive incomic: (lor) v
$0.4 million and $1.4 million, respectively.

The company enters into natural gas derivative contracts to reduce the risk of fluctuations in natiml «.r
prices and to increase the predictability of cash flows. These contracts have been designated and qu.iit,
as cash flow hedges in accordance with SFAS No. 133. As such, the resulting changes in fair vihic o
these contracts, to the extent they are effective, are recorded in accumulated other comprehenave
income. Upon settlement, the gains and losses will be recognized in earnings in the periods during whie b
the forecasted transactions affect earnings (i.e., reported as cost of goods sold when inventory is sold) Al
contracts outstanding at December 31, 2007, are expected to settle in 2008.

Pretax losses on qualifying cash flow hedges of $3.1 million and $4.9 million were reclassified from
accumulated other comprehensive loss to earnings in 2007 and 2006. The 2007 amounts exclude g.un
and losses from the company’s foreign currency derivatives (discussed below). Substantially all of s h
losses and gains are reflected as a component of cost of goods sold in the Consolidated Statements ol
Operations. No ineffectiveness was recognized in the periods presented.

In the first quarter of 2007, the company discontinued treating its foreign currency hedges as qualifying
hedges in accordance with SFAS No. 133. However, the company continues to enter into foreign currency
derivative contracts as economic hedges for a portion of its foreign currency transactions. Upon
discontinuation of hedge accounting for foreign currency derivatives, the unrealized gains (losses) weie
reclassified from accumulated other comprehensive loss and were reflected in other income (expense) an
net foreign currency transaction gain (loss). As such, the liability balance at December 31, 2007. ol
$1.4 million referenced above includes a liability of $0.9 million for foreign currency contracts not qualifyme

’ for hedge accounting. Upon settlement, realized gains and losses are also reflected in other income
(expense) as net foreign currency transaction gain (loss). The total amount of net realized and unrealized
losses reflected in other income (expense) for 2007 related to these contracts was nil. All contract:.
outstanding at December 31, 2007, are expected to settle in 2008.

14. OTHER EXPENSES, NET

Other expenses were as follows during the year ended December 31, 2007 and 2006 (thousands ol

dollars):
2007 2006
Interest expense, net $24,531 $20,340
Loss (Gain) on foreign currency exchange 6,233 2,840
Equity in net eamings of equity method investees (1,459) (6,315)
Loss on sales of assets 2,651 —
Legal and other 995 5,036
Total $32.951 § 21.901

15. BENEFIT PLANS

Retirement and Postretirement Benefits

Overview — Tronox is the sponsor of noncontributory defined benefit retirement plans in the U S andd o

U.S. contributory postretirement plan for health care and life insurance. Most of the company's enploye
’ are covered under Tronox’s retirement plans, and substantially all U.S. employees may become el

for the postretirement benefits if they reach retirement age while working for the company. As de.cir !

below, Tronox’s U.S. plans were established at the Distribution date, according to the employce henelil
. agreement between Kerr-McGee and Tronox.
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Establishment of U.S. Plans — Effective with the Distribution at March 30, 2006, Tronox eslablitid .
U.S. qualified defined benefit plan (funded), U.S. supplemental nonqualified benefit plans (unfundc:) .l
a U.S. postretirement plan (unfunded). Benefits under the qualified plan are generally based on ycir. o
service and final average pay. The supplemental nonqualified benefit plans are designed to nuumil.un
benefits for all employees at the plan formula level.

For the retirement plans that qualify under the Employee Retirement Income Security Act of 19/
(ERISA), the benefit amount that can be provided to employees by the plans is limited by both ERISA
the Internal Revenue Code. Therefore, Tronox has unfunded supplemental nonqualified plans designcd
to maintain benefits for all employees at the plan formula level and to provide senior executives willi
benefits equal to a specified percentage of their final average compensation.

Tronox’s policy is to fund the minimum amounts as permitted by the Employee Retirement Incon:
Security Act of 1974 (“ERISA”). Tronox, as plan sponsor, makes any necessary contributions to the:
qualified retirement plan trust. Since the company is not a plan sponsor, the liabilities are not reflected m
these consolidated financial statements.

Tronox is obligated under the MSA to maintain the Material Features (as defined in the employee benefit:,
agreement of the MSA) of the U.S. postretirement plan without change for a period of three years
following the Distribution date. During the third quarter of 2007, Tronox announced that effective April 1,
2009, certain features will change, including the cost-sharing provisions between Tronox and plan
participants, life insurance benefits and certain retirement eligibility criteria. This announcement resulted
in a plan remeasurement, which reduced 2007 annual net periodic postretirement cost allocated to the
company by approximately $6.0 million.

Effective January 1, 2008, Tronox's U.S. pension plan was amended to reflect certain changes, including
prospective changes to retirement eligibility criteria, early retirement factors and the final average piy
calculation. These changes will result in a reduction in allocated net periodic cost for 2008 and future
periods.

Retirement Expense — Prior to the Distribution and the establishment of Tronox's U.S. plans, Kerr-McGec:
allocated costs associated with employees covered by its U.S. plans based on salary for defined bencfi
pension plans and based on active headcount for health and welfare postretirement plans. The company
recognized total pension expense of $2.3 million in 2007 compared to a net pension credit of $0.2 mithou
in 2006, based on the company's share of allocated net periodic cost. Additionally, in 2007, the comp:y
recorded $5.7 million in expense representing allocated special termination benefits associated with 1t
work force reduction program discussed in Note 6. Net periodic postretirement cost allocated to the
company was $4.6 million for 2007 and $10.4 million for 2006.

Stock-Based Compensation

The company’s ultimate parent company, Tronox [ncorporated, has a Long Term Incentive Plan ("1 T1H*)
which authorizes the issuance of shares of Tronox's Class A common stock to certain of the conip.uy -
employees, generally in the form of fixed-price stock options, restricted stock, stock appreciation nghte. o
performance awards. Prior to Tronox's separation from Kerr-McGee, which was completed M.ucth i
2006, the company was allocated stock-based compensation cost from Kerr-McGee related fo . w.
issued by Kerr-McGee to certain of the company’s employees. Total stock-based compensation cxqun
allocated from Tronox and Kerr-McGee and recognized in income from continuing operation:. it 00/ ol
2006, was approximately $5.3 million and $6.3 million, respectively.

Savings Investment Plan

Effective with the Distribution at March 30, 2006, Tronox established a defined contituitiow:
investment Plan ("SIP”) into which company employees contributions and nalctung oo
contributions are paid. In 2006, eligible employees who elected to participate conld cortubule et -
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a 100% company matching contribution of up to 6% of the employees’ compensation (v dhehaed
SIP). Effective January 1, 2007, the company modified its matching contribution to be: 75" of the Tu-te,
of employees’ contributed compensation (as defined in the SIP). Compensation expeirc m i/ v
approximately $3.2 million. Compensation expense associated with the company’s matchug contnbutis
for the period in 2006 following the establishment of the plan was approximately $3.0 million

Prior to the Distribution, most employees of the company were covered under Kerr-McGece™s. | inydoye
Stock Ownership Plan ("ESOP"). Kerr-McGee's matching contributions for the employees’ contribnition:
to the Kerr-McGee Corporation Savings Investment Plan were paid into the ESOP. The company
recognized allocated compensation expense related to the ESOP plan of approximately $1.0 nuflon
2006.

16. DISCONTINUED OPERATIONS

The pretax loss in 2007 consisted primarily of environmental provisions for various wood-treating sites of %2 t
million, $(3.1) million of legal expenses and reserve changes and $1.1 million of general and auto labilty
expenses. In 20086, the pretax loss related primarily to environmental provisions of $19.5 million and litigation
provisions of $6.7 million. Refer to Note 8 for further discussion on environmental and litigation provisions

In addition to the company’s forest products operations, losses from discontinued operations for all period:.
presented include adjustments to estimated costs of environmental remediation and restoration activitic,
directly related to the company's thorium compounds manufacturing. The company ceased operations at it:.
West Chicago thorium processing facility in 1973. The company retained certain environmental remediation
obligations and continues remediation activities directly related to this former operation. These
environmental remediation and restoration costs, net of reimbursements, amounted to $(9.8) million and
$(0.8) million in 2007 and 2006, respectively (see Note 8).

17. RELATED PARTY TRANSACTIONS

Until the PO, the company was a part of Kerr-McGee's consolidated cash management system
Following the IPO, the company is a part of Tronox's consolidated cash management system. The
company has numerous and significant transactions with Tronox, the parent, affiliated entities and with
Kerr-McGee. These transactions include, but are not limited to, selling, general and administrative
services (including employee benefit plans), environmental and legal matters, income taxes, intercompany
advances and borrowings (including related interest expense) and sales of products.

The company conducts transactions with Basic Management, Inc. and its subsidiaries in support of the
company's Henderson, Nevada facility. The company paid $0.7 million during both 2007 and 2006 fo
these services.

The company conducted transactions with Exxaro Australia Sands Pty Ltd (“Exxaro”), the company’s 50"
partner in the Tiwest Joint Venture. The company purchased raw materials used in its production of T1O.
and also purchased Exxaro’s share of TiO, produced by the Tiwest Joint Venture. The company also
provided administrative services and research and development activities which were reimbursed by
Exxaro. The company made total net payments of $15.8 million and $17.4 million during 2007 and 2006,
respectively, for these transactions and had a net payable to Exxaro totaling $2.1 million at December 31

2007. Additionally, in July 2006, one of the company’s wholly owned subsidiaries completed the purchae.:
of a 50% undivided interest in additional mining tenements and related mining assets that were owned by
a subsidiary of Exxaro. The company acquired the mine tenements by entering into an eight-year note
payable agreement. The company paid $3.1 million and $2.0 million during 2007 and 2006 to Exxaro fon
principal and interest on the note. The note balance at December 31, 2007, was $7.9 million.

The company's Consolidated Statement of Operations includes allocations of costs for corporate: funchoar-.
historically provided to us by Kerr-McGee prior to the IPO (November 28, 2005), including general
corporate expenses, employee benefits and incentives and interest expense. Subsequent to the 1120
general corporate services and employee benefits were provided to Tronox and Tronox provided qener.al

-29.



corporate services to Kerr-McGee. The net payments to Kerr-McGee totaled $26.2 million duting o,
The payments in 2006 also included reimbursement for payroll funding and processing performeaad by ki

McGee prior to Tronox establishing its own payroll processes. On March 30, 2006, Kerr-McGee chstribitis!
all of the company's Class B common stock as dividends to its shareholders (the “Distribution”), rc:niiingg
in Kerr-McGee having no ownership or voting interest in Tronox.

The company had a net receivable from Kerr-McGee of $17.5 million at December 31, 2007 and 200t
These balances are included in accounts receivable, net of allowance for doubtful accounts, nr tiu:
Consolidated Balance Sheet. The balance at December 31, 2007, represents 50% of the estinticd
environmental remediation costs at a former wood-treating site in New Jersey (discussed further in Nole
8).

Accounts receivable from affiliates — The company made sales of TiO, totaling $202.2 million and $152 1
million to affiliate TPL, in 2007 and 2006, respectively. Trade receivables from this affiliate aggregatccd
$36.2 million at December 31, 2007 and $18.4 million at December 21, 2006, all of which were due withur
one year. Sales of TiO; totaling $33.8 million in 2007 and $28.1 in 2006 were made to affiliate Tronox
Pigments International (TP!). Purchases of TiO, totaling $11.9 million in 2007 and $13.4 million in 2006
were made from TPI. The company concurrently sells and purchases TiO, from TPl in order to mect
customers’ demand for specific product grades in different geographic regions. At December 31, 200/,
the net trade receivable from this affiliate was $9.4 million. The company also made sales of natural rutile:
and synthetic rutile to an affiliate, Tronox Pigments (Holland) B.V., totaling $2.0 million in 2007 and $1 .6
million in 2006. All of these amounts are included as net sales or cost of goods sold in the Consolidated
Statement of Operations.

The company has balances of accounts receivable, accounts payable and advances with various
affiliates. Account balances which the company does not expect settlement to occur ($271.9 million and
$275.6 million at December 31, 2007 and 2006, respectively) are reported as a component of members’
equity on the Consolidated Balance Sheet. At December 31, 2007, the company had an outstanding
receivable balance with Tronox Worldwide LLC of $75.0 million for which it expects full settlement to occin
in 2008.

Promissory Notes with affiliates — At year-end 2007, the company had notes receivable from Tronox
Luxembourg S.a.rl. - Zurich Branch and Tronox Worldwide LLC for $18.7 million and $0.1 milliot.
respectively. Interest is being accrued on all notes listed in the table below based on the three month
LIBOR rate plus the margin of 1.50% for a range between 6.7% and 7.1%. Interest income on note:.
receivable for the years ended December 31, 2007 and 2006 was $1.2 million and $0.9 million
respectively, and is included in other expenses in the accompanying Consolidated Statement ol
Operations. A total of $18.7 million in notes receivable from affiliates at December 31, 2007 is classificd
as current in the company’s Consolidated Balance Sheet.

The company had notes payable to Tronox Worldwide LLC and Tronox Pigments Ltd. for $216.3 nulhon
and $10.0 million, respectively, at December 31, 2007. The note with Tronox Worldwide LLC w.i.
effective November 25, 2005 and is payable in full on December 31, 2012. The interest rate on thic ok
payable, listed in the table below, was 7.75% and 8.25% at December 31, 2007 and 2006, respcctively
and was based on the prime rate as established by JP Morgan Chase Bank, NA. Interest expore.c .
included in other expense in the Consolidated Statements of Operations.

. The company also had a note payable to Tronox Funding LLC for $0.6 million at December 31, 200/ Lt

note balance fluctuates monthly as a result of the company's asset securitization transaction. wilh
Funding, where the company sales domestic receivables to an affiliate (see Note 2). The bl e
represents the excess of collections on previously sold receivables over the amount of new receivabil
purchased by the Funding.
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Notes Receivable from Notes Payable to
Affiliates(1) Affiliates(1)

2007 2006 2007 2006
Beginning balance $18,131  $ 6,296 $201 536 $269,365
New promissory note agreements 4,000 29,300 10,400 —
Receivables securitization activity — — 635 —
Accrued interest on promissory note agreements 1,236 1,209 25,090 22,171
Settlement of promissory notes, including interest (4658) (18,674) ( 100.772) —
Ending balance 818700 $18131 $226880 $201536

(1)  Changes in notes with affiliates, excluding interest, is reflected as net transfers to affiliates, a component of cash flows
from financing activities, in the Consolidated Statement of Cash Flows.

Concurrent with the IPO, the company's parent entered into borrowings of $550.0 million from senior
unsecured notes and a senior secured credit facility. This facility is unconditionally and irrevocably

facility. The facility is also secured by pledges of the equity interest in the parent and its direct and indirect
domestic subsidiaries and up to 65% of the voting and 100% of the non-voting equity interests in the
Tronox’s direct foreign subsidiaries and the direct foreign subsidiaries of the guarantors of the senior
secured credit facility.

The company also has significant income tax transactions with Tronox, its parent and with Kerr-McGee
prior to the IPO. See Note 12 for a discussion of these transactions.
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