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Dear Shareholders,

We are pleased to report record financial results for 2017. During the year,
we achieved a number of strategically important milestones that position
Westlake for continued profitable growth. The addition of Axiall Corporation,
completed in 2016, has made us the third-largest producer of chlor-alkali

and polyvinyl chloride (PVC) globally. Throughout 2017, we continued our
multi-year plan to improve the competitiveness of our assets, extended

our integrated platform, reduced our costs and expanded our production
capacities. As a result, we achieved record production in both our Olefins and
Vinyls segments in 2017 while capturing the synergies associated with the
Axiall transaction. These steps lay the foundation for future investments that
will further enhance the value for our shareholders.

Westlake's 2017 net income was a record $1.3 billion, or $10.00
per diluted share, on net sales of $8 billion. Net income included
$591 million from a one-time, non-cash tax benefit resulting from
the Tax Cuts and Jobs Act passed by Congress in late 2017 that will
lower our future taxes. Excluding this one-time benefit, 2017 net
income was still a record $713 million, or $5.46 per diluted share.

As part of our multi-year investment plan, in 2017 we completed the
ethylene expansion at our Calvert City, Kentucky facility, which added

100 million pounds of annual capacity that has access to low-cost ethane
from the Marcellus shale formation. In addition to the ethylene expansion,
we completed extensive maintenance work on a number of our plants to
improve operational performance and ongoing reliability. These timely
investments drove record production in both our Olefins and Vinyls segments
and benefitted from the growing demand for all of our major products
including polyethylene, caustic soda and PVC as a result of improving global
economic growth. We continue to see improving margins in the chlor-alkali
chain as recent capacity reductions in Europe and reduced production in
and exports from China led to increased global prices for caustic soda.

Throughout 2017, we focused on deriving additional value from the Axiall
transaction. Through the assimilation of this business we have realized
$170 million in cost-related synergies in 2017. As a result, we have
increased our target for these cost-reduction synergies in total from
$200 million to $250 million. We continue to pursue more value from

this transaction by improving operations and investing to increase the
competitiveness of our assets.

Cash flows from operating activities were a record $1.5 billion in 2017,
and we invested $577 million in capital expenditures. At the end of 2017,
Westlake had cash and cash equivalents of $1.5 billion and total debt of
$3.8 billion. Both cash and debt balances included $745 million of proceeds
from the issuance of 15-year and 30-year bonds in November 2017, which

Investing

— Inthe —

Future

lowered our debt cost and significantly extended our debt maturities. In
February 2018, we used a portion of these proceeds to redeem $688 million
in long-term bonds assumed with the acquisition of Axiall. We also intend

to redeem another $450 million of debt that becomes callable in May 2018.
Following this planned debt redemption, we will have retired over $1.2 billion
in debt since the Axiall transaction in 2016.

Investing in the Future

Looking forward to 2018, we will continue to execute our multi-year
investment plan by reinvesting in the business and expanding our capacities.
In February 2018, we announced a series of investments in our Vinyls
segment to expand production for PVC, vinyl chloride monomer (VCM) and
chlor-alkali at plants in Louisiana and Germany.

In addition, we are continuing our investment in the 2.2 hillion pounds-per-
year ethylene plant being jointly developed with Lotte Chemical in Lake
Charles, Louisiana, which is expected to be completed and start up in the first
half of 2019. Currently, we have a 10 percent equity investment in the project,
with the right to increase our ownership up to 50 percent within the first three
years of substantial completion of the plant.

In January 2018, we announced the appointment of three new members to the
Westlake Chemical Corporation Board of Directors — Jeffrey Sheets, Marius
Haas and David Chao. In our proxy, we have also nominated Mark McCollum
for election as a new director at our annual meeting of shareholders on May
18, 2018. These appointments are consistent with the board’s long-term
succession planning and we look forward to the perspectives each will bring
to the board as a result of their unique combination of experience and in-
depth knowledge of a variety of industries.

As always, we remain focused on our mission, which is to drive profitable
growth in businesses we understand, globally in areas where we can gain an
advantage, while executing in a disciplined and opportunistic manner.

Lastly, we would like to extend our appreciation and gratitude to our
employees and the many stakeholders who contributed to our success in
2017. These financial and operational records would not have been possible
without these individuals” on-going dedication and efforts.

Sincerely,

v
Albert Chao James Chao
President and CEQ Chairman of the Board
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Explanatory Note
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References in this Annual Report on Form 10-K (this “report”) to “we,” “our,” “us” or like terms refer to
Westlake Chemical Corporation (“Westlake” or the “Company”).

Cautionary Statements about Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995 provides safe harbor provisions for forward-looking
information. Certain of the statements contained in this Form 10-K are forward-looking statements. All
statements, other than statements of historical facts, included in this Form 10-K that address activities, events or
developments that we expect, project, believe or anticipate will or may occur in the future are forward-looking
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statements. Forward-looking statements can be identified by the use of words such as “believes,” “intends,”
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“may,” “should,” “could,” “anticipates,” “expected” or comparable terminology, or by discussions of strategies

or trends. Although we believe that the expectations reflected in such forward-looking statements are reasonable,
we cannot give any assurances that these expectations will prove to be correct. Forward-looking statements relate
to matters such as:

»  future operating rates, margins, cash flows and demand for our products;
* industry market outlook, including the price of crude oil;

*  production capacities;

*  currency devaluation;

*  our ability to borrow additional funds under the Credit Agreement;

*  our ability to meet our liquidity needs;

*  our ability to meet debt obligations under our debt instruments;

* our intended quarterly dividends;

» future capacity additions and expansions in the industry;

* timing, funding and results of capital projects, such as the expansion program at our Calvert City
facility and the construction of the LACC plant;

*  pension plan obligations, funding requirements and investment policies;

» compliance with present and future environmental regulations and costs associated with
environmentally related penalties, capital expenditures, remedial actions and proceedings, including
any new laws, regulations or treaties that may come into force to limit or control carbon dioxide and
other GHG emissions or to address other issues of climate change;

» effects of pending legal proceedings; and

* timing of and amount of capital expenditures.

We have based these statements on assumptions and analyses in light of our experience and perception of
historical trends, current conditions, expected future developments and other factors we believe were appropriate
in the circumstances when the statements were made. Forward-looking statements by their nature involve
substantial risks and uncertainties that could significantly impact expected results, and actual future results could
differ materially from those described in such statements. While it is not possible to identify all factors, we
continue to face many risks and uncertainties. Among the factors that could cause actual future results to differ



materially are the risks and uncertainties discussed under “Risk Factors” and those described from time to time in
our other filings with the SEC including, but not limited to, the following:

» general economic and business conditions;
» the cyclical nature of the chemical industry;
» the availability, cost and volatility of raw materials and energy;

* uncertainties associated with the United States, European and worldwide economies, including those
due to political tensions and unrest in the Middle East, the Commonwealth of Independent States
(including Ukraine) and elsewhere;

» current and potential governmental regulatory actions in the United States and other countries and
political unrest in other areas;

* industry production capacity and operating rates;
»  the supply/demand balance for our products;

*  competitive products and pricing pressures;

*  instability in the credit and financial markets;

*  access to capital markets;

e terrorist acts;

»  operating interruptions (including leaks, explosions, fires, weather-related incidents, mechanical
failure, unscheduled downtime, labor difficulties, transportation interruptions, spills and releases and
other environmental risks);

» changes in laws or regulations;

» technological developments;

»  foreign currency exchange risks;

*  our ability to implement our business strategies; and

e creditworthiness of our customers.

Many of such factors are beyond our ability to control or predict. Any of the factors, or a combination of
these factors, could materially affect our future results of operations and the ultimate accuracy of the forward-
looking statements. These forward-looking statements are not guarantees of our future performance, and our
actual results and future developments may differ materially from those projected in the forward-looking
statements. Management cautions against putting undue reliance on forward-looking statements or projecting any
future results based on such statements or present or prior earnings levels. Every forward-looking statement
speaks only as of the date of the particular statement, and we undertake no obligation to publicly update or revise
any forward-looking statements.

Industry and Market Data

Industry and market data used throughout this Form 10-K were obtained through internal company
research, surveys and studies conducted by unrelated third parties and publicly available industry and general
publications, including information from IHS Markit (formerly IHS Chemical) (“IHS”) . We have not
independently verified market and industry data from external sources. While we believe internal company
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estimates are reliable and market definitions are appropriate, neither such estimates nor these definitions have
been verified by any independent sources.

Production Capacity

Unless we state otherwise, annual production capacity estimates used throughout this Form 10-K represent
rated capacity of the facilities at December 31, 2017. We calculated rated capacity by estimating the number of
days in a typical year that a production unit of a plant is expected to operate, after allowing for downtime for
regular maintenance, and multiplying that number by an amount equal to the unit’s optimal daily output based on
the design feedstock mix. Because the rated capacity of a production unit is an estimated amount, actual
production volumes may be more or less than the rated capacity.
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PART1
Item 1. Business
General

We are a vertically integrated global manufacturer and marketer of basic chemicals, vinyls, polymers and
building products. Our products include some of the most widely used chemicals in the world, which are
fundamental to many diverse consumer and industrial markets, including flexible and rigid packaging,
automotive products, coatings, water treatment, refrigerants, residential and commercial construction as well as
other durable and non-durable goods. We operate in two principal operating segments, Olefins and Vinyls. We
are highly integrated along our olefins product chain with significant downstream integration into polyethylene
and styrene monomer. We are also an integrated global producer of vinyls with substantial downstream
integration into polyvinyl chloride (“PVC”) building products.

We began operations in 1986 after our first polyethylene plant, an Olefins segment business, near Lake
Charles, Louisiana was acquired from Occidental Petroleum Corporation. We began our vinyls operations in
1990 with the acquisition of a vinyl chloride monomer (“VCM?”) plant in Calvert City, Kentucky from Goodrich
Corporation. In 1992, we commenced our Vinyls segment’s building products operations after acquiring three
PVC pipe plants. Since 1986, we have grown rapidly into an integrated global producer of petrochemicals,
vinyls, polymers and building products. We achieved this growth by acquiring existing plants or constructing
new plants and completing numerous capacity or production line expansions. We regularly consider acquisitions
and other internal and external growth opportunities that would be consistent with, or complementary to, our
overall business strategy.

In 2014, we formed Westlake Chemical Partners LP (“Westlake Partners”) to operate, acquire and develop
ethylene production facilities and related assets. Also in 2014, Westlake Partners completed an initial public
offering of 12,937,500 common units (the “Westlake Partners IPO”). On September 29, 2017, Westlake Partners
completed a secondary offering of 5,175,000 common units at a price of $22.00 per unit and purchased an
additional 5.0% newly-issued limited partner interest in Westlake Chemical OpCo LP (“OpCo”) for
approximately $229 million resulting in an aggregate 18.3% limited partner interest in OpCo effective July 1,
2017. As of February 14, 2018, Westlake Partners’ assets consist of an 18.3% limited partner interest in OpCo, as
well as the general partner interest in OpCo. Prior to the Westlake Partners IPO, OpCo’s assets were wholly-
owned by us. OpCo’s assets include two ethylene production facilities at our olefins facility at our Lake Charles
site, one ethylene production facility at our Calvert City site and a 200-mile common carrier ethylene pipeline
that runs from Mont Belvieu, Texas to the Longview, Texas site, which includes our Longview polyethylene
production facility. We retain an 81.7% limited partner interest in OpCo, a 43.8% limited partner interest in
Westlake Partners (consisting of 14,122,230 common units), a general partner interest in Westlake Partners and
incentive distribution rights. The operations of Westlake Partners are consolidated in our financial statements.
We are party to certain agreements with Westlake Partners and OpCo whereby, among other things, OpCo sells
us 95% of the ethylene it produces on a cost-plus basis that is expected to generate a fixed margin per pound of
$0.10. We use this ethylene in the production processes of both our Olefins and Vinyls segments. For more
information, see “—Olefins Business” and “—Vinyls Business” below.

On August 31, 2016, we completed the acquisition of Axiall Corporation (“Axiall”) for $33.00 per share in
an all-cash transaction (the “Merger”), pursuant to the terms of the Agreement and Plan of Merger (the “Merger
Agreement”), dated as of June 10, 2016, by and among Westlake, Axiall and Lagoon Merger Sub, Inc., a wholly-
owned subsidiary of Westlake. Axiall is a manufacturer and international marketer of chemicals and building

1



products, with manufacturing sites in North America. As a result of the combination with Axiall, we are the
third-largest global chlor-alkali producer and the third-largest PVC producer in the world.

We benefit from highly integrated production facilities that allow us to process raw materials into higher
value-added chemicals and building products. As of February 14, 2018, we (directly and through OpCo and our
95% and 60% owned Asian joint ventures) had approximately 40.7 billion pounds per year of aggregate
production capacity at numerous manufacturing sites in North America, Europe and Asia.

Olefins Business
Products

Olefins are the basic building blocks used to create a wide variety of petrochemical products. We
manufacture ethylene (through OpCo), polyethylene, styrene and associated co-products at our manufacturing
facility in Lake Charles and polyethylene at our Longview facility. We have two ethylene plants, which are
owned by OpCo, two polyethylene plants and one styrene monomer plant at our olefins facility at our Lake
Charles site. We have three polyethylene plants and a specialty polyethylene wax plant at our Longview site.

The following table illustrates our production capacities at February 14, 2018 by principal product and the
primary end uses of these materials:

Product Annual Capacity End Uses
(Millions of pounds)
Ethylene ™ ... .................. 2,990 Polyethylene, ethylene dichloride (“EDC”), styrene,
ethylene oxide/ethylene glycol
Low-Density Polyethylene 1,500 High clarity packaging, shrink films, laundry and
(“LDPE”) ... dry cleaning bags, ice bags, frozen foods

packaging, bakery bags, coated paper board, cup
stock, paper folding cartons, lids, closures and
general purpose molding

Linear Low-Density Polyethylene 1,070 Heavy-duty films and bags, general purpose liners
(“LLDPE”) ...
Styrene ............ ... ... 570 Consumer disposables, packaging material,

appliances, paints and coatings, resins and building
materials

(1)  Production capacity owned by OpCo.

Ethylene. Ethylene is the world’s most widely used petrochemical in terms of volume. It is the key building
block used to produce a large number of higher value-added chemicals including polyethylene, EDC, VCM and
styrene. OpCo has the capacity to produce approximately 3.0 billion pounds of ethylene per year at our olefins
facility at our Lake Charles site, and we have the capability to consume all of OpCo’s production that we
purchase at Lake Charles to produce polyethylene and styrene monomer in our Olefins business and to produce
VCM and EDC in our Vinyls business. OpCo also produces ethylene for our Vinyls segment at our Calvert City
site, and substantially all of the ethylene we purchase from OpCo at Calvert City is used internally in the
production of VCM. For OpCo’s annual ethylene production that is purchased by us for our Vinyls business, see
“Business—Vinyls Business.” In addition, we (through OpCo) produce ethylene co-products including chemical
grade propylene, crude butadiene, pyrolysis gasoline and hydrogen. We (through OpCo) sell our entire output of
these co-products to external customers. OpCo completed an upgrade and capacity expansion of its Petro
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1 ethylene unit at our Lake Charles site in the third quarter of 2016. The Petro 1 expansion project increased
OpCo’s ethylene capacity by approximately 250 million pounds annually.

Polyethylene. Polyethylene, the world’s most widely consumed polymer, is used in the manufacture of a
wide variety of film, coatings and molded product applications primarily used in packaging. Polyethylene is
generally classified as either LDPE, LLDPE or high-density polyethylene (“HDPE”). The density correlates to
the relative stiffness of the end-use products. The difference between LDPE and LLDPE is molecular, and
products produced from LLDPE, in general, have higher strength properties than products produced from LDPE.
LDPE exhibits better clarity and other physical properties and is used in end products such as bread bags, dry
cleaning bags, food wraps, milk carton coatings and snack food packaging. LLDPE is used for higher film
strength applications such as stretch film and heavy duty sacks. HDPE is used to manufacture products such as
grocery, merchandise and trash bags, rigid plastic containers, plastic closures and pipe.

We are the leading producer of LDPE by capacity in North America and predominantly use the autoclave
technology (versus tubular technology), which is capable of producing higher margin specialty polyethylene
products. In 2017, our annual capacity of approximately 1.5 billion pounds was available in numerous
formulations to meet the needs of our diverse customer base. We also have the capacity to produce
approximately 1.1 billion pounds of LLDPE per year in various formulations. We produce LDPE and LLDPE at
both Lake Charles and Longview facilities. Our Lake Charles and Longview facilities also have the capability to
produce HDPE. We sell polyethylene to external customers as a final product in pellet form.

Styrene. Styrene is used to produce derivatives such as polystyrene, acrylonitrile butadiene styrene,
unsaturated polyester and synthetic rubber. These derivatives are used in a number of applications including
consumer disposables, food packaging, housewares, paints and coatings, building materials, tires and toys. We
produce styrene at our Lake Charles plant, where we have the capacity to produce approximately 570 million
pounds of styrene per year, all of which is sold to external customers.

Feedstocks

We are highly integrated along our olefins product chain. We (through OpCo) produce most of the ethylene
required to produce our polyethylene and styrene. Ethylene can be produced from either petroleum liquid
feedstocks, such as naphtha, condensates and gas oils, or from natural gas liquid feedstocks, such as ethane,
propane and butane. Both of OpCo’s Lake Charles ethylene plants use ethane as the primary feedstock. Pursuant
to a feedstock supply agreement between us and OpCo, OpCo receives ethane feedstock at our olefins facility at
our Lake Charles site through several pipelines from a variety of suppliers in Texas and Louisiana. We own a
50% interest in a 104-mile natural gas liquids pipeline from Mont Belvieu to our Lake Charles site. OpCo owns a
200-mile ethylene pipeline that runs from Mont Belvieu to our Longview site.

In addition to ethylene supplied by OpCo, we also acquire ethylene from third parties in order to supply a
portion of our ethylene requirements. We acquire butene and hexene to manufacture polyethylene and benzene to
manufacture styrene. We receive butene and hexene at the Lake Charles site and hexene at the Longview site via
rail car from several suppliers. We receive benzene via barges, ships and pipeline pursuant to short-term
arrangements. We purchase butene and hexene pursuant to multi-year contracts, some of which are renewable for
an additional term subject to either party to the contract notifying the other party that it does not wish to renew
the contract. We purchase electricity for our Lake Charles facility under long-term industrial contracts.



Marketing, Sales and Distribution

We have an internal sales force that sells our products directly to our customers. Our polyethylene
customers are some of the nation’s largest producers of film and flexible packaging.

We and OpCo sell ethylene and ethylene co-products to external customers. OpCo’s primary ethylene
co-products are chemical grade propylene, crude butadiene, pyrolysis gasoline and hydrogen.

We have storage agreements and exchange agreements that allow us and OpCo access to customers who
are not directly connected to the pipeline system that we own. OpCo ships crude butadiene and pyrolysis gasoline
by rail or truck. Additionally, we transport our polyethylene and styrene by rail or truck. Further, styrene can be
transported by barge or ship.

No single customer accounted for 10% or more of net sales for the Olefins segment in 2017.

Competition

The markets in which our Olefins business operates are highly competitive. We compete on the basis of
customer service, product deliverability, quality, consistency, performance and price. Our competitors in the
ethylene, polyethylene and styrene markets are some of the world’s largest chemical companies, including
Chevron Phillips Chemical Company, DowDuPont Inc., ExxonMobil Chemical Company, Formosa Plastics
Corporation, LyondellBasell Industries, N.V. and NOVA Chemicals Corporation.

Vinyls Business
Products

Principal products in our integrated Vinyls segment include PVC and PVC compounds, VCM, EDC, chlor-
alkali (chlorine and caustic soda) and chlorinated derivative products and, through OpCo, ethylene. We also
manufacture and sell building products fabricated from PVC, including siding, pipe, fittings, profiles, trim,
mouldings, fence and decking products, window and door components and film and sheet products. We manage
our integrated Vinyls production chain, from the basic chemicals to finished building products, to optimize
product margins and capacity utilization. Our primary North American chemical manufacturing facilities are
located in our Calvert City, Kentucky and Lake Charles, Plaquemine and Geismar, Louisiana sites. Our Calvert
City site includes an ethylene plant, which is owned by OpCo, a chlor-alkali plant, a VCM plant and a PVC
plant. Our Lake Charles site includes three chlor-alkali plants, two VCM plants, a chlorinated derivative products
plant and cogeneration assets. Our Plaquemine site includes a chlor-alkali plant, a VCM plant, a PVC plant and
cogeneration assets. Our Geismar site includes a chlor-alkali plant, a VCM plant and a PVC plant. We also
produce chlorine, caustic soda, hydrogen and chlorinated derivative products at our Natrium, West Virginia,
Longview, Washington and Beauharnois, Quebec facilities and PVC resin and PVC compounds at several
facilities in Mississippi. Our European chemical manufacturing facilities are located in Germany and the United
Kingdom and include two chlor-alkali plants, two VCM plants and six PVC plants. Our Asian manufacturing
facilities are located near Shanghai, in the People’s Republic of China, and in Kaohsiung, Taiwan, through our
95% and 60% owned joint ventures, respectively, and include a PVC plant, a PVC film and sheet plant, a chlor-
alkali plant and a chlorinated derivative products plant. As of February 14, 2018, we owned 24 building product
facilities.



The following table illustrates our production capacities at February 14, 2018 by principal product and the
end uses of these products:

Product ® Annual Capacity @ End Uses
(Millions of pounds)
Specialty PVC ................. 1,100 Automotive sealants, cable sheathing, medical

applications and other applications

Commodity PVC ............... 6,030 Construction materials including pipe, siding,
profiles for windows and doors, film and sheet for
packaging and other applications

VCM .. 7,480 PVC
Chlorine ...................... 7,140  VCM, organic/inorganic chemicals, bleach
CausticSoda .................. 7,860  Pulp and paper, organic/inorganic chemicals,

neutralization, alumina

Chlorinated Derivative Products . . . 2,290 Coatings, flavorants, films, refrigerants, water
treatment applications, chemicals and
pharmaceutical production

Ethylene ® .. ... .............. 730 VCM

Building Products .............. 1,950 Pipe: water and sewer, plumbing, irrigation, conduit;
fittings; profiles and foundation building products;
window and door components; fence and deck
components; siding, trim and mouldings; film and
sheet

(1) EDC, a VCM intermediate product, is not included in the table.
(2) Includes capacity related to our 95% and 60% owned Asian joint ventures.

(3)  Production capacity owned by OpCo.

PVC and PVC Compounds. PVC, the world’s third most widely used plastic, is an attractive alternative to
traditional materials such as glass, metal, wood, concrete and other plastic materials because of its versatility,
durability and cost-competitiveness. PVC is produced from VCM, which is, in turn, made from chlorine and
ethylene. PVC compounds are highly customized formulations that offer specific end-use properties based on
customer-determined manufacturing specifications. PVC compounds are made by combining PVC resin with
various additives in order to make either rigid and impact-resistant or soft and flexible compounds. The various
compounds are then fabricated into end-products through extrusion, calendering, injection-molding or blow-
molding. Flexible PVC compounds are used for wire and cable insulation, medical films and packaging, flooring,
wall coverings, automotive interior and exterior trims and packaging. Rigid extrusion PVC compounds are
commonly used in window and door profiles, vertical blinds and construction products, including pipe and
siding. Injection-molding PVC compounds are used in specialty products such as computer housings and
keyboards, appliance parts and bottles.

We are the third-largest PVC producer in the world. We have the capacity to produce approximately
6.0 billion pounds and 1.1 billion pounds of commodity and specialty PVC per year, respectively, at our various
facilities globally. We use some of our North American-produced PVC internally in the production of our
building products and PVC compounds. The remainder of our PVC, including the PVC produced at our European
and Asian facilities, is sold to downstream fabricators and the international markets.
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VCM. VCM is used to produce PVC, solvents and PVC-related products. We use ethylene and chlorine to
produce VCM. We have the capacity to produce approximately 6.0 billion pounds and 1.5 billion pounds of
VCM per year at our North American and European facilities, respectively. The majority of our VCM is used
internally in our PVC operations. VCM not used internally is sold to other vinyl resins producers in domestic and
international markets.

Chlorine and Caustic Soda. We combine salt and electricity to produce chlorine and caustic soda,
commonly referred to as chlor-alkali, at our Lake Charles, Plaquemine, Natrium, Calvert City, Geismar,
Beauharnois, Longview, Gendorf, and Knapsack, Germany and Kaohsiung facilities. We are the third-largest
chlor-alkali producer in the world. We use our chlorine production in our VCM and chlorinated derivative
products plants. We currently have the capacity to supply all of our chlorine requirements internally. Any
remaining chlorine is sold into the North American merchant chlorine market. Our caustic soda is sold to external
customers who use it for, among other things, the production of pulp and paper, organic and inorganic chemicals
and alumina.

Chlorinated Derivative Products. Our chlorinated derivative products include ethyl chloride,
perchloroethylene, trichloroethylene, tri-ethane® solvents, VersaTRANS® solvents, calcium hypochlorite,
hydrochloric acid (“HCL”) and pelletized caustic soda (“PELS”). We have the capacity to produce approximately
2.3 billion pounds of chlorinated derivative products per year, primarily at our Lake Charles, Natrium,
Beauharnois and Longview facilities. The majority of our chlorinated derivative products are sold to external
customers who use these products for, among other things, refrigerants, water treatment applications, chemicals
and pharmaceutical production, food processing, steel pickling, solvent and cleaning chemicals and natural gas
and oil production.

Ethylene. We use the ethylene we purchase that is produced by OpCo at Calvert City to produce VCM.
OpCo’s Calvert City ethylene plant has the capacity to produce approximately 20% of the ethylene required for
our total VCM production. We obtain the remainder of the ethylene we need for our Vinyls business from
OpCo’s Lake Charles plants and from third party purchases. OpCo’s Calvert City ethylene plant utilizes ethane
feedstock and enables us, through OpCo, to enhance our vinyl chain integration. In January 2016, OpCo
announced an expansion project to increase the ethylene capacity of its ethylene plant at our Calvert City facility.
The expansion was completed in 2017 and, along with other initiatives, increased ethylene capacity by
approximately 100 million pounds annually.

Building Products. Products made from PVC are used in construction materials ranging from water and sewer
systems to home and commercial applications for siding, trim, mouldings, fence, deck, window and door systems.
Our building products consist of two primary product groups: (i) exterior products, which includes siding, trim,
mouldings, window profiles, fence and decking products; and (ii) PVC pipe, specialty PVC pipe and fittings. We
manufacture and market exterior products under the Royal Building Products®, Celect Cellular Exteriors by
Royal®, Zuri Premium Decking by Royal®, Royal S4S Trim Board® and Exterior Portfolio® brand names. We
manufacture and market specialty pipe and fittings, water, sewer, irrigation and conduit pipe products under the
North American Pipe® and Royal Building Products® brand names. We manufacture film and sheet at our Shanghai
facility for both Asian and global markets. All of our building products are sold to external customers. The
combined capacity of our 24 building products plants is approximately 2.0 billion pounds per year.

Feedstocks

We are highly integrated along our vinyls production chain. We produce most of the ethylene required by
our Calvert City and Geismar facilities (through OpCo). Ethylene produced at OpCo’s Calvert City facility
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utilizes ethane feedstock. We purchase the remainder of the ethylene required for our other North American and
European facilities from a number of sources under various contracts. We have access to, and partially own, an
ethylene pipeline in Germany. We have long-term leases on salt domes, from which we supply our salt brine
requirements by pipeline, close to our Lake Charles chlor-alkali plant. The salt requirements for our Plaquemine
and Natrium chlor-alkali plants are supplied internally from our salt domes. We purchase the salt required for our
other chlor-alkali plants pursuant to long-term contracts. Electricity and steam for one of our Lake Charles
facilities are produced by both on-site cogeneration units and through a toll arrangement with RS Cogen, LLC
(“RS Cogen”), a joint venture in which we own a 50% interest. RS Cogen operates a process steam, natural
gas-fired cogeneration facility adjacent to the site. Electricity and steam for the Plaquemine facility is supplied
internally by our on-site cogeneration unit. A portion of our Natrium facility’s electricity requirements is
produced by our on-site generation unit, and the remainder purchased under an industrial contract. We purchase
electricity for our remaining North American and European facilities under long-term industrial contracts. We
purchase VCM for our Asian PVC plant on a contract and spot basis.

Our North American and Asian facilities supply predominantly all of the PVC required for our building
products plants. We may also purchase PVC at market prices, if needed. The remaining feedstocks for building
products include pigments, fillers, stabilizers and other ingredients, which we purchase under short-term
contracts based on prevailing market prices.

Marketing, Sales and Distribution

We have a dedicated sales force for our business, organized by product line and region. In addition, we rely
on distributors to market products to smaller customers. We use some of our North American-produced PVC
internally in the production of our building products and PVC compounds. The remainder of our PVC, including
the PVC produced at our European and Asian facilities, is sold to downstream fabricators and the international
markets. We have the capacity to use a majority of our chlorine internally to produce VCM and EDC, most of
which, in turn, is used to produce PVC. We also use our chlorine internally to produce chlorinated derivative
products. We sell the remainder of our chlorine and substantially all of our caustic soda production to external
customers. The majority of our products are shipped from production facilities directly to the customer via
pipeline, truck, rail, barge and/or ship. The remaining products are shipped from production facilities to third
party chemical terminals and warehouses until being sold to customers.

We are the second largest manufacturer of PVC pipe by capacity in the United States. We sell a majority of
our siding, trim and mouldings products, PVC pipe, specialty PVC pipe and fittings, and film and sheet products
through a combination of our internal sales force and manufacturer’s representatives. In Canada, we operate
19 company-owned distribution branches that sell our vinyl siding and accessories and trim and mouldings
products, as well as pipe and fittings. We also engage in advertising programs primarily directed at trade
professionals that are intended to develop awareness and interest in our products. In addition, we display our
building products at trade shows.

No single customer accounted for 10% or more of net sales for the Vinyls segment in 2017.

Competition

The markets in which our Vinyls business operates are highly competitive. Competition in the vinyls market
is based on product availability, product performance, customer service and price. We compete in the vinyls market
with other producers including Formosa Plastics Corporation, Oxy Chem, LP, Shintech, Inc., Olin Corporation,
Mexichem, S.A.B. de C.V., INOVYN ChlorVinyls Limited, VYNOVA Group and Kem One Group SAS.
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Competition in the building products market is based on on-time delivery, product quality, product
innovation, customer service, product consistency and price. We compete in the building products market with
other producers and fabricators including Diamond Plastics Corporation, JM Eagle, Ply Gem Holdings, Inc.,
CertainTeed Corporation, IPEX Inc., Associated Materials LLC and CPG International, LLC.

Environmental

As is common in our industry, we are subject to environmental laws and regulations related to the use,
storage, handling, generation, transportation, emission, discharge, disposal and remediation of, and exposure to,
hazardous and non-hazardous substances and wastes in all of the countries in which we do business. National,
state or provincial and local standards regulating air, water and land quality affect substantially all of our
manufacturing locations around the world. Compliance with such laws and regulations has required and will
continue to require capital expenditures and increase operating costs.

It is our policy to comply with all environmental, health and safety requirements and to provide safe and
environmentally sound workplaces for our employees. In some cases, compliance can be achieved only by
incurring capital expenditures. In 2017, we made capital expenditures of $15 million related to environmental
compliance. We estimate that we will make capital expenditures of approximately $42 million in 2018 and
$42 million in 2019, respectively, related to environmental compliance. The expected 2018 and 2019 capital
expenditures are relatively higher than the amounts we have spent related to environmental compliance in recent
years in large part due to capital expenditures related to Environmental Protection Agency (the “EPA”)
regulations and requirements with respect to the Axiall chlor-alkali sites. The remainder of the 2018 and 2019
estimated expenditures are related to equipment replacement and upgrades. We anticipate that stringent
environmental regulations will continue to be imposed on us and the industry in general. Although we cannot
predict with certainty future expenditures, management believes that our current spending trends will continue.

From time to time, we receive notices or inquiries from government entities regarding alleged violations of
environmental laws and regulations pertaining to, among other things, the disposal, emission and storage of
chemical substances, including hazardous wastes. Item 103 of the SEC’s Regulation S-K requires disclosure of
certain environmental matters when a governmental authority is a party to the proceedings and the proceedings
involve potential monetary sanctions, unless we reasonably believe such sanctions would not exceed $100,000.

*  During September 2010, our vinyls facilities in north Lake Charles and Plaquemine each received a
Consolidated Compliance Order and Notice of Potential Penalty, alleging violations of various
requirements of those facilities’ air permits, based largely on self-reported permit deviations related
to record-keeping violations. We have been negotiating a possible global settlement of these and
several other matters with Louisiana Department of Environmental Quality. We believe the
resolution of these matters may require the payment of a monetary sanction in excess of $100,000.

»  For several years, the EPA has been conducting an enforcement initiative against petroleum
refineries and petrochemical plants with respect to emissions from flares. On April 21, 2014, we
received a Clean Air Act Section 114 Information Request from the EPA which sought information
regarding flares at the Calvert City, Kentucky facility and certain Lake Charles facilities. The EPA
has informed us that the information provided leads the EPA to believe that some of the flares are out
of compliance with applicable standards. The EPA has indicated that it is seeking a consent decree
that would obligate us to take corrective actions relating to the alleged noncompliance. We believe
the resolution of these matters may require the payment of a monetary sanction in excess of
$100,000.



*  Regional offices of the EPA have investigated, and in some cases inspected, our compliance with
Risk Management Program requirements under the Clean Air Act at our Calvert City, Kentucky;
Natrium, West Virginia and Geismar, Louisiana facilities. We believe the resolution of these matters
may require the payment of a monetary sanction in excess of $100,000.

e In October 2017, the Enforcement Division of Kentucky Department of Environmental Protection
(“KDEP”) indicated that it intended to proceed with enforcement on two Notices of Violation
(“NOVs”) received by our Calvert City, Kentucky facility in December 2016 and May 2017. The
NOVs allege violations of state and federal air requirements in connection with the operation of the
olefins unit at the facility. We have engaged in negotiations with KDEP to resolve these alleged
violations. We believe the resolution of these matters may require the payment of a monetary
sanction in excess of $100,000.

We do not believe that the resolution of any or all of these matters will have a material adverse effect on
our financial condition, results of operations or cash flows.

Also see our discussion of our environmental matters contained in Item 1A, “Risk Factors” below, Item 3,
“Legal Proceedings” below and Note 20 to our consolidated financial statements included in Item 8 of this
Form 10-K.

Employees
As of December 31, 2017, we had approximately 8,800 employees in the following areas:

Category Number

Olefins SEEMENT . .. ..ottt 820
ViInylS SEZMENt . . . . . oo e 7,610
Corporate and Other .. ... ... .. . 370

Approximately 32% of our employees are represented by labor unions, and all of these union employees
are working under collec