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Type: 10-K | Act: 34 | File No.: 001-03433 | Film No.: 13618519
SIC: 2821 Plastic materials, synth resins & nonvulcan elastomers
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To the Board of Directors and Stockholders of
The Dow Chemical Company:
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Costs Associated with Exit or Disposal Activities
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Severance Costs
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Impairment of Long-Lived Assets, Other Assets and Equity Method Investments
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Asbestos-Related Matters of Union Carbide Corporation
Introduction
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(in millions of U.S. dollars, except for per share amounts)

Years Ended December 31,

2012 2011 2010

Net Sales $ 6,118.5 $ 6,426.7 $ 5,997.3

Operating Costs and Expenses

Cost of sales 4,705.1 4,437.7 3,862.7

Marketing and administrative expenses 787.3 689.3 699.7

Gains on long-term sales agreements (48.2) (428.2) Ñ

Asset abandonments and restructuring expenses 365.0 Ñ (4.7)

Total operating costs and expenses 5,809.2 4,698.8 4,557.7

Operating Income 309.3 1,727.9 1,439.6

Interest income 11.9 12.1 12.7

Interest expense (3.9) (34.8) Ñ

Other nonoperating income (expenses), net 30.9 (61.7) (35.6)

Income before Income Taxes 348.2 1,643.5 1,416.7

Income tax provision 162.9 560.7 338.9

Net Income 185.3 1,082.8 1,077.8

Less: Noncontrolling interests' share in net income (2.4) 276.6 211.8

Net Income Attributable to Dow Corning Corporation $ 187.7 $ 806.2 $ 866.0

Weighted-Average Common Shares Outstanding 2.5 2.5 2.5

(basic and diluted)

Net Income per Share (basic and diluted) $ 75.08 $ 322.48 $ 346.40

Dividends Declared per Common Share $ 80.00 $ 248.00 $ 177.60

(See Notes to the Consolidated Financial Statements)
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in millions of U.S. dollars)

Years Ended December 31,

2012 2011 2010

Net Income $ 185.3 $ 1,082.8 $ 1,077.8

Other comprehensive income (loss), before tax:

Foreign currency translation adjustments (26.9) 19.9 28.5

Unrealized net gain (loss) on securities:

Unrealized holding gain (loss) arising during the period 22.7 (8.1) (32.8)

Less: reclassificaton adjustment for gain/loss included in income (3.4) 26.9 16.1

Net gain (loss) on cash flow hedges:

Loss arising during the period (2.9) (9.4) (8.8)

Less: reclassification adjustment for loss included in income 9.4 6.3 15.4

Defined benefit plan adjustments

Gain (loss) arising during the period 23.8 (457.1) (120.7)

Less: amortization of pension adjustments included in net income 84.2 57.7 45.9

Other comprehensive income (loss), before tax: 106.9 (363.8) (56.4)

Income tax (expense) benefit related to items of OCI1 (40.3) 137.4 30.7

Other comprehensive income (loss), net of tax: 66.6 (226.4) (25.7)

Comprehensive Income 251.9 856.4 1,052.1

Less: Noncontrolling interests' share in comprehensive income 16.5 (291.5) (223.9)

Comprehensive Income Attributable to Dow Corning Corporation $ 268.4 $ 564.9 $ 828.2

(See Notes to the Consolidated Financial Statements)

1Other Comprehensive Income/(Loss) ("OCI")
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in millions of U.S. dollars)

ASSETS

December 31, 2012 December 31, 2011

Current Assets

Cash and cash equivalents $ 1,770.4 $ 2,066.1

Marketable securities Ñ 113.9

Accounts receivable (net of allowance for doubtful

accounts of $11.6 in 2012 and $9.8 in 2011) 676.2 683.3

Notes and other receivables 371.4 709.0

Inventories 1,010.3 1,053.3

Deferred income tax assets - current 132.3 98.7

Other current assets 156.7 148.7

Total current assets 4,117.3 4,873.0

Property, Plant and Equipment 12,486.3 12,003.9

Less - Accumulated Depreciation (4,933.2) (4,623.6)

Net property, plant and equipment 7,553.1 7,380.3

Other Assets

Marketable securities 89.9 69.9

Deferred income tax assets - noncurrent 970.1 1,058.0

Intangible assets (net of accumulated amortization

of $65.5 in 2012 and $64.4 in 2011) 83.8 92.1

Goodwill 68.7 68.1

Other noncurrent assets 418.0 558.4

Total other assets 1,630.5 1,846.5

Total Assets $ 13,300.9 $ 14,099.8

(See Notes to the Consolidated Financial Statements)
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in millions of U.S. dollars)

LIABILITIES AND ST OCKHOLDERS' EQUITY

December 31, 2012 December 31, 2011

Current Liabilities

Short-term borrowings and current maturities of

long-term debt $ 209.1 $ 330.9

Trade accounts payable 508.5 738.0

Accrued payrolls and employee benefits 274.2 170.4

Accrued taxes 102.7 214.7

Accrued interest 97.3 94.4

Current deferred revenue 120.2 336.5

Other current liabilities 201.5 138.0

Total current liabilities 1,513.5 2,022.9

Other Liabilities

Long-term debt 843.6 1,439.9

Implant reserve 1,609.4 1,595.2

Employee benefits 1,434.6 1,493.2

Deferred income tax liabilities - noncurrent 614.0 530.2

Deferred revenue 3,452.1 3,296.2

Other noncurrent liabilities 260.5 137.3

Total other liabilities 8,214.2 8,492.0

Equity

Stockholders' equity

Common stock ($5.00 par value - 2,500,000 shares

authorized, issued and outstanding) 12.5 12.5

Retained earnings 3,510.3 3,522.6

Accumulated other comprehensive loss (636.6) (717.3)

Dow Corning Corporation's stockholders' equity 2,886.2 2,817.8

Noncontrolling interest in consolidated subsidiaries 687.0 767.1

Total equity 3,573.2 3,584.9

Total Liabilities and Equity $ 13,300.9 $ 14,099.8

(See Notes to the Consolidated Financial Statements)
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions of U.S. dollars)

Years Ended December 31,

2012 2011 2010

Cash Flows from Operating Activities

Net income $ 185.3 $ 1,082.8 $ 1,077.8

Depreciation and amortization 398.6 367.3 301.3

Gain on long-term sales agreements (48.2) (428.2) Ñ

Cash flows related to gains on long-term sales agreements 213.7 Ñ Ñ

Asset abandonments and restructuring expenses 365.0 Ñ Ñ

Changes in restructuring accrual Ñ Ñ (20.9)

Changes in deferred revenue, net (35.8) 465.9 863.3

Changes in deferred taxes, net 66.2 271.9 157.1

Tax-related bond deposits, net 112.2 Ñ (145.0)

Other, net 109.1 19.8 (38.6)

Changes in operating assets and liabilities

Changes in accounts and notes receivable 169.6 (123.1) (170.1)

Changes in accounts payable (110.4) 50.9 85.8

Changes in inventory 69.3 (122.4) (214.1)

Changes in other operating assets and liabilities 35.0 72.0 (10.9)

Cash flows related to reorganization, net (26.8) 1.8 (7.9)

Cash provided by operating activities 1,502.8 1,658.7 1,877.8

Cash Flows from Investing Activities

Capital expenditures (1,042.0) (1,539.5) (1,340.3)

Acquisition of business interests Ñ Ñ (40.3)

Proceeds from sales, maturities, and redemptions of securities 117.3 353.3 498.5

Purchases of securities Ñ Ñ (0.5)

Other, net (6.2) (4.2) (0.6)

Cash used in investing activities (930.9) (1,190.4) (883.2)

Cash Flows from Financing Activities

Net change in borrowings with maturities of 3 months or less Ñ (508.5) 0.2

Increase in short-term borrowings 71.2 125.9 134.5

Payments of short-term borrowings (134.4) (232.8) (76.4)

Increase in long-term debt Ñ 700.0 194.6

Payments of long-term debt (655.2) (71.9) (3.1)

Distributions to shareholders of noncontrolling interests (63.6) (173.3) (156.8)

Contributions and loans from noncontrolling shareholders 112.2 24.0 Ñ

Dividends paid to stockholders (200.0) (620.0) (444.0)

Cash used in financing activities (869.8) (756.6) (351.0)

Effect of Exchange Rate Changes on Cash 2.2 (5.6) 0.3

Changes in Cash and Cash Equivalents

Net increase/(decrease) in cash and cash equivalents (295.7) (293.9) 643.9
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Cash and cash equivalents at beginning of period 2,066.1 2,360.0 1,716.1

Cash and cash equivalents at end of period $ 1,770.4 $ 2,066.1 $ 2,360.0

(See Notes to the Consolidated Financial Statements)
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DOW CORNING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY

(in millions of U.S. dollars)

Dow Corning Corporation Stockholders' Equity

Noncontrolling Total Stockholders' Retained Common

Total Interest Equity Earnings AOCI1 Stock

Balance at December 31, 2009 $ 3,046.5 $ 557.8 $ 2,488.7 $ 2,914.4 $ (438.2) $ 12.5

Net Income 1,077.8 211.8 866.0 866.0

Other comprehensive income (loss), net of tax

Foreign currency translation adjustments 28.5 15.9 12.6 12.6

Unrealized net loss on available for sale securities (16.7) (4.4) (12.3) (12.3)

Net gain on cash flow hedges 4.2 Ñ 4.2 4.2

Pension and other postretirement benefit adjustments (41.7) 0.6 (42.3) (42.3)

Total comprehensive income 1,052.1 223.9 828.2

Dividends declared on common stock and distributions to
shareholders of noncontrolling interests (600.8) (156.8) (444.0) (444.0)

Balance at December 31, 2010 $ 3,497.8 $ 624.9 $ 2,872.9 $ 3,336.4 $ (476.0) $ 12.5

Net Income 1,082.8 276.6 806.2 806.2

Other comprehensive income (loss), net of tax

Foreign currency translation adjustments 19.9 9.2 10.7 10.7

Unrealized net gain on available for sale securities 18.8 6.4 12.4 12.4

Net loss on cash flow hedges (2.0) Ñ (2.0) (2.0)

Pension and other postretirement benefit adjustments (263.1) (0.7) (262.4) (262.4)

Total comprehensive income 856.4 291.5 564.9

Cash received from noncontrolling shareholders 24.0 24.0

Dividends declared on common stock and distributions to
shareholders of noncontrolling interests (793.3) (173.3) (620.0) (620.0)

Balance at December 31, 2011 $ 3,584.9 $ 767.1 $ 2,817.8 $ 3,522.6 $ (717.3) $ 12.5

Net Income 185.3 (2.4) 187.7 187.7

Other comprehensive income (loss), net of tax

Foreign currency translation adjustments (26.9) (16.3) (10.6) (10.6)

Unrealized net gain on available for sale securities 19.3 1.8 17.5 17.5

Net gain on cash flow hedges 4.1 Ñ 4.1 4.1

Pension and other postretirement benefit adjustments 70.1 0.4 69.7 69.7

Total comprehensive income (loss) 251.9 (16.5) 268.4

Dividends declared on common stock and distributions to
shareholders of noncontrolling interests (263.6) (63.6) (200.0) (200.0)

Balance at December 31, 2012 $ 3,573.2 $ 687.0 $ 2,886.2 $ 3,510.3 $ (636.6) $ 12.5

(See Notes to the Consolidated Financial Statements)

1Accumulated Other Comprehensive Income/(Loss) ("AOCI")
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DOW CORNING CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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DOW CORNING CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in millions of U.S. dollars, except where noted)

NOTE 1 - BUSINESS AND BASIS OF PRESENT ATION

Dow Corning Corporation (ÒDow CorningÓ) was incorporated in 1943 and is equally owned by Corning Incorporated
(ÒCorningÓ) and The Dow Chemical Company (ÒDow ChemicalÓ). Its main purpose is to develop and produce polymers and
other materials based on silicon chemistry. Dow Corning operates in various countries around the world through numerous
wholly owned or majority owned subsidiary corporations (hereinafter, the consolidated operations of Dow Corning and its
subsidiaries may be referred to as the ÒCompanyÓ).

Dow Corning built its business based on silicon chemistry. Silicon is one of the most abundant elements in the world. Most
of Dow Corning's products are based on polymers known as silicones, which have a silicon-oxygen-silicon backbone.
Through various chemical processes, Dow Corning manufactures silicones that have an extremely wide variety of
characteristics, in forms ranging from fluids, gels, greases and elastomeric materials to resins and other rigid materials.
Silicones combine the temperature and chemical resistance of glass with the versatility of plastics. Regardless of form or
application, silicones generally possess such qualities as electrical resistance, resistance to extreme temperatures,
resistance to deterioration from aging, water repellency, lubricating characteristics, relative chemical and physiological
inertness and resistance to ultraviolet radiation.

The Company engages primarily in the discovery, development, manufacturing, marketing and distribution of silicon-based
materials and offers related services. Since its inception, Dow Corning has been engaged in a continuous program of basic
and applied research on silicon-based materials to develop new products and processes, to improve and refine existing
products and processes and to develop new applications for existing products. The Company manufactures over 7,000
products and serves approximately 25,000 customers worldwide, with no single customer accounting for more than five
percent of the Company's sales in any of the past three years. Dow Corning's silicon-based materials are used in a broad
range of products and applications across multiple sectors such as electronics, automotive, construction, textiles and
healthcare. The Company, through its Hemlock Semiconductor joint ventures, is a provider of polycrystalline silicon and
other silicon-based products used in semiconductor and solar applications. Principal United States manufacturing plants are
located in Kentucky and Michigan. Principal foreign manufacturing plants are located in Belgium, Brazil, China, France,
Germany, Japan, South Korea and the United Kingdom. The Company operates research and development facilities and/or
technical service centers in the United States, Belgium, Brazil, China, Germany, Japan, Singapore, South Korea, Taiwan
and the United Kingdom.

The consolidated financial statements include the accounts of the Company and its subsidiaries. Management has
evaluated subsequent events through February 7, 2013, the date the financial statements were available to be issued.
Certain prior period items have been reclassified to conform to the current presentation. The Company revised the 2011
and 2010 consolidated statements of cash flows to correct the presentation of cash flows from financing activities by (a)
presenting short-term borrowings with maturities in excess of three months on a gross basis and (b) presenting short-term
borrowings with maturities of three months or less on a net basis. Previously these items were presented as a single net
amount. The Company determined that the impact of the revisions was not material to the prior periods and there was no
impact on total cash used in financing activities, however, if revised, the comparability of prior periods would be enhanced.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of Dow Corning and all of its wholly owned and majority owned
domestic and foreign subsidiaries. The Company's interests in 20% to 50% owned subsidiaries are carried on the equity
basis and are included in ÒOther noncurrent assetsÓ in the consolidated balance sheets. Intercompany transactions and
balances have been eliminated in consolidation. The Company's policy is to include the accounts of entities in which the
Company holds a controlling interest based on exposure to economic risks and potential rewards (variable interests), and
for which it is the primary beneficiary, in the Company's consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the
reported amounts of revenues and expenses during the reporting period and disclosure of contingent assets and liabilities
as of the date of the financial statements. Actual results could differ from those estimates.

Fair Value Measurements

Assets and liabilities measured at fair value are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. Fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. Level 1 inputs are unadjusted, quoted prices for
identical assets or liabilities in active markets. Level 2 inputs are quoted prices, not included in Level 1, that are either
directly or indirectly observable, including quoted prices for similar assets or liabilities in active markets or quoted prices for
identical assets or liabilities in inactive markets. Level 3 inputs are unobservable inputs and include the Company's
assumptions that may be used by market participants.

Cash and Cash Equivalents

Cash equivalents include all highly liquid investments with an original maturity of ninety days or less. The carrying amounts
for cash equivalents approximate their fair values. Cash equivalents are measured at fair value using Level 1 inputs.

Accounts Receivable

The Company maintains an allowance for doubtful accounts that reduces receivables to amounts that are expected to be
collected. In estimating the allowance, management considers factors such as current overall geographic and industry-
specific economic conditions, statutory requirements, historical and anticipated customer performance, historical experience
with write-offs and the level of past-due amounts. Changes in these conditions may result in additional allowances. After all
attempts to collect a receivable have failed and local legal requirements are met, the receivable is written off against the
allowance.

Inventories

The value of inventories is determined using the lower of cost or market as the basis. Produced goods are valued using a
first-in, first-out cost flow methodology, while purchased materials and supplies are valued using an average cost flow
methodology.
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Property and Depreciation

Property, plant and equipment are carried at cost less any impairment and are depreciated over estimated useful lives using
the straight-line method. Engineering and other costs directly related to the construction of property, plant and equipment
are capitalized as construction in progress until construction is complete and such property, plant and equipment is ready
and available to perform its specifically assigned function. Upon retirement or other disposal, the asset cost and related
accumulated depreciation are removed from the accounts and the net amount, less any proceeds, is charged or credited to
income.

The Company reviews the recoverability of property, plant and equipment when events or changes in circumstances occur
that indicate that the carrying value of an asset (or asset group) may not be recoverable. The recoverability of the carrying
value of property, plant and equipment is assessed at the lowest level for which identifiable cash flows are largely
independent of the cash flows of other assets and liabilities. When impairment indicators are present, the Company
compares estimated undiscounted future cash flows, including estimated proceeds from the eventual disposition of the
asset, to the assets' carrying value to determine if the asset (or asset group) is recoverable. For an asset that fails the test
of recoverability, the estimated fair value of property, plant and equipment is determined and the carrying amount of the
asset is reduced to its fair value and the difference is charged to income in the period incurred.

The Company capitalizes the costs of internal-use software and includes the costs in ÒProperty, plant and equipment.Ó The
amounts capitalized and subsequently amortized do not have a material impact on the Company's consolidated financial
position or results of operations.

Expenditures for maintenance and repairs are charged against income as incurred. Expenditures that significantly increase
asset value, extend useful asset lives or adapt property to a new or different use are capitalized.

The Company capitalizes interest as a component of the cost of capital assets constructed for its own use. The Company
includes interest expense incurred on all liabilities, including interest related to commercial creditor obligations, in the
amount of interest expense subject to capitalization. See Note 17 for additional details on interest payable to the
Company's commercial creditors.

The Company accounts for asset retirement obligations by recording an asset and related liability for the costs associated
with the retirement of long-lived tangible assets when a legal liability to retire the assets exists. These obligations may result
from acquisition, construction, or the normal operation of a long-lived asset. The Company records asset retirement
obligations at fair value in the period in which they are incurred. The Company's asset retirement obligations do not have a
material impact on the Company's consolidated financial position or results of operations.

In addition, the Company has identified conditional asset retirement obligations, such as for the removal of asbestos and
records such obligations when there are plans in place to undertake major renovations or plans to exit a facility. Due to the
nature of the Company's operations, the Company believes that there is an indeterminate settlement date for the existing
conditional asset retirement obligations as the range of time over which the Company may settle the obligation is unknown
or cannot be estimated. Therefore, the Company cannot reasonably estimate the fair value of the liability.
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Marketable Securities

The Company accounts for investments in debt and equity securities at fair value for trading or available for sale securities.
The amortized cost method is used to account for investments in debt securities that the Company has the positive intent
and ability to hold to maturity. Investments in debt and equity securities are included in ÒMarketable securitiesÓ in the current
and noncurrent sections of the consolidated balance sheets. All such investments are considered to be available for sale.
The Company regularly evaluates whether it intends to sell, or if it is more likely than not it will be forced to sell its available
for sale securities to determine if an other-than-temporary impairment loss has occurred. In addition, the Company regularly
evaluates available evidence to determine whether or not it will be able to recover the cost of these securities. If the
Company is unable to recover the cost of the securities, an other-than-temporary impairment has occurred and credit
losses are charged to income in the period incurred. Temporary declines in the fair value of investments are included in
ÒAccumulated other comprehensive loss.Ó For the purpose of computing realized gain or loss on the disposition of
investments, the specific identification method is used. The Company's policy is to purchase investment grade securities.

Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash,
investments, derivative financial instruments and trade receivables. The Company's policies limit the amount of credit
exposure to any single counterparty for cash and investments. The Company uses major financial institutions with high
credit ratings to engage in transactions involving investments and derivative financial instruments. The Company minimizes
credit risk in its receivables from customers through its sale of products to a wide variety of customers and markets in
locations throughout the world. The Company performs ongoing credit evaluations of its customers and generally does not
require collateral. The Company maintains reserves for potential credit losses, and historically such losses have been within
expectations.

Intangibles

Intangible assets of the Company include goodwill, patents and licenses and other assets acquired by the Company that
are separable and measurable apart from goodwill. Goodwill, representing the excess of cost over the fair value of net
assets of businesses acquired, is tested at least annually for impairment. The Company completed its annual test for
impairment of goodwill during the three month period ended September 30, 2012. Other intangible assets with finite lives
are amortized on a straight-line basis over their estimated useful lives.

Revenue

The Company recognizes revenue only when persuasive evidence of an arrangement exists, delivery has occurred or
services have been rendered, the price to the customer is fixed or determinable and collectability is reasonably assured.
Revenue is recognized when title and risk of loss transfer to the customer for products and as work is performed for
professional services. Amounts billed to a customer in a sale transaction related to shipping costs are classified as revenue.
The Company reduces revenue for product returns, allowances and price discounts at the time the sale is recognized.
Amounts billed to customers in excess of amounts recognized as revenue are reported as deferred revenue in the
consolidated balance sheets.

Cost of Sales

Cost of sales includes material, labor and overhead costs associated with the manufacture and shipment of the Company's
products, as well as research and development costs. Shipping costs are primarily comprised of payments to third party
shippers. Research and development costs are primarily comprised of labor costs, outside services and depreciation.
Research and development costs were $281.2, $259.4 and $251.8 for the years ended December 31, 2012, 2011 and
2010, respectively.
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Income Taxes

The income tax provision includes federal, state and foreign income taxes that are both currently payable and deferred. The
Company records deferred tax assets and liabilities for the expected future tax consequences of events that have been
recognized in the Company's financial statements or tax returns. Deferred tax assets and liabilities are determined based
on the difference between the financial statement carrying amounts and tax bases of assets and liabilities using enacted tax
rates in effect in the years in which the differences are expected to reverse. The Company records a valuation allowance on
deferred tax assets when it is more likely than not the expected future tax benefits will not be realized. In determining the
appropriate valuation allowance, certain judgments are made relating to recoverability of deferred tax assets, use of tax loss
carryforwards, level of expected future taxable income and available tax planning strategies. These judgments are routinely
reviewed by management. Further, the Company recognizes the financial statement effects of uncertain tax liabilities
stemming from uncertain tax positions when it is more likely than not that those positions will not be sustained upon
examination.

The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. Interest and
penalties were not material to the Company's consolidated financial position and results of operations.

Currency Translation

The value of the U.S. dollar fluctuates against foreign currencies. Because the Company conducts business in many
countries, these fluctuations affect the Company's consolidated financial position and results of operations.

Operating subsidiaries in Europe, Japan and China translate their assets and liabilities, stated in their functional currency,
into U.S. dollars at exchange rates in effect at the end of the current period. The resulting gains or losses are reflected in
ÒCumulative translation adjustmentÓ in the stockholders' equity section of the consolidated balance sheets. Changes in the
functional currency value of monetary assets and liabilities denominated in foreign currencies are recognized in ÒOther
nonoperating income/expensesÓ in the consolidated statements of income. The revenues and expenses of these non-U.S.
subsidiaries are translated into U.S. dollars at the average exchange rates that prevailed during the period. Therefore, the
reported U.S. dollar results included in the consolidated statements of income fluctuate from period to period, depending on
the value of the U.S. dollar against foreign currencies.

For all other subsidiaries, where the U.S. dollar is the functional currency, inventories, property, plant and equipment and
other non-monetary assets, together with their related elements of expense, are translated at historical exchange rates. All
other assets and liabilities are translated at current exchange rates. All other revenues and expenses are translated at
average exchange rates. Translation gains and losses for these subsidiaries are recognized in ÒOther nonoperating income/
expensesÓ in the consolidated statements of income.

Derivative Financial Instruments

The Company uses derivative financial instruments to reduce the impact of changes in foreign exchange rates on its
earnings, cash flows and fair values of assets and liabilities. In addition, the Company uses derivative financial instruments
to reduce the impact of changes in natural gas and other commodity prices on its earnings and cash flows.
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The Company designates derivatives as either (1) a hedge of the exposure to changes in the fair value of a recognized
asset or liability or an unrecognized firm commitment (fair value hedge), (2) a hedge of the exposure to variability in cash
flows of a forecasted transaction (cash flow hedge), or (3) a hedge of the foreign currency exposure of a net investment in a
foreign operation. Where an instrument is designated as a hedge, the Company formally documents all relationships
between the hedging instruments and hedged items, as well as its risk management objective and strategy for undertaking
various hedge transactions. This process includes relating all derivatives that are designated as fair value or cash flow
hedges to specific assets and liabilities on the balance sheet or to specific firm commitments or forecasted transactions.
The Company also formally assesses both at the inception of the hedge and on an ongoing basis whether each derivative
is highly effective in offsetting changes in fair values or cash flows of the hedged item. If it is determined that a derivative is
not highly effective as a hedge, or if a derivative ceases to be a highly effective hedge, the Company will discontinue hedge
accounting with respect to that derivative prospectively.

The Company measures derivative financial instruments at fair value and classifies them as ÒOther current assets,Ó ÒOther
noncurrent assets,Ó ÒOther current liabilities,Ó or ÒOther noncurrent liabilitiesÓ in the consolidated balance sheets. Unrealized
gains and losses related to the Company's derivatives designated as cash flow hedges are recorded in ÒAccumulated other
comprehensive loss.Ó These gains and losses are reclassified from ÒAccumulated other comprehensive lossÓ as the
underlying hedged item affects earnings. Realized derivative gains and losses related to cash flow hedges, foreign
exchange contracts and commodity contracts are recognized in the Company's income statement in ÒOther nonoperating
income/expensesÓ and ÒCost of sales,Ó respectively. Both unrealized and realized gains and losses related to derivative
instruments used to hedge the economic exposure to foreign currency fluctuations and not designated as hedging
instruments are recognized in ÒOther nonoperating income/expensesÓ and ÒIncome tax provision.Ó

Cash flows from derivatives designated as hedges are classified in the same category of the consolidated statements of
cash flows as the items being hedged. Cash flows from derivatives not designated as hedging instruments are classified in
the investing activities section of the consolidated statements of cash flows.

Litigation

The Company is subject to legal proceedings and claims arising out of the normal course of business. The Company
routinely assesses the likelihood of any adverse judgments or outcomes to these matters, as well as ranges of probable
losses. A determination of the amount of the reserves required, if any, for these contingencies is made after analysis of
each known issue and an analysis of historical claims experience for incurred but not reported matters. The Company
expenses legal costs, including those expected to be incurred in connection with a loss contingency, as incurred. The
Company has an active risk management program consisting of numerous insurance policies secured from many carriers.
These policies provide coverage that is utilized to mitigate the impact, if any, of certain of the legal proceedings. The
required reserves may change in the future due to new developments in each matter.

Environmental Matters

The Company determines the costs of environmental remediation for its facilities, facilities formerly owned by the Company
and third party waste disposal facilities based on evaluations of current law and existing technologies. Inherent
uncertainties exist in these evaluations primarily due to unknown conditions, changing governmental regulations and legal
standards regarding liability and evolving technologies. The Company records a charge to earnings for environmental
matters when it is probable that a liability has been incurred and the Company's costs can be reasonably estimated. The
liabilities recorded are adjusted periodically as remediation efforts progress, or as additional technical or legal information
becomes available.
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Warranties

In the normal course of business to facilitate sales of its products, the Company has issued product warranties, and it has
entered into contracts and purchase orders that often contain standard terms and conditions that typically include a
warranty. The Company's warranty activities do not have a material impact on the Company's consolidated financial
position or results of operations.

New Accounting Standards

In May 2011, the FASB issued guidance that amended certain principles and requirements for measuring fair value and
expanded disclosures about fair value measurements. The guidance was effective for interim or annual periods beginning
on or after December 15, 2011 with prospective application. The adoption did not impact the Company's financial position
and results of operations.

In June 2011, the FASB issued guidance that changed the requirements for presentation of comprehensive income. This
guidance eliminated the option to report other comprehensive income and its components in the statement of changes in
equity and requires that all nonowner changes in stockholders' equity be presented either in a single continuous statement
of comprehensive income or in two separate but consecutive statements. The guidance was effective for interim and annual
periods beginning on or after December 15, 2011. The Company adopted the requirements of the new guidance effective
December 31, 2011. The adoption did not impact the Company's financial position and results of operations.

In September 2011, the FASB issued guidance that amended the requirements for goodwill impairment testing. The
guidance permits the Company to assess qualitative factors to determine whether it is more likely than not that the fair
value of a reporting unit is less than its carrying amount as a basis for determining whether it is necessary to perform the
two-step quantitative analysis. The guidance was effective for annual and interim goodwill impairment tests performed for
fiscal years beginning after December 15, 2011. The adoption did not impact the Company's financial position and results of
operations.

In December 2011, the FASB issued guidance that amended the disclosure requirements for offsetting and related
arrangements to enable users of its financial statements to understand the effect of those arrangements on its financial
position. The guidance is effective for interim or annual periods beginning on or after January 1, 2013. The adoption is not
expected to impact the Company's financial position and results of operations.

In July 2012, the FASB issued guidance that amended the requirements for testing indefinite-lived intangible assets for
impairment. The guidance permits the Company to assess qualitative factors to determine necessity of further quantitative
calculations. The guidance was effective for annual and interim impairment tests performed for fiscal years beginning after
September 15, 2012, with early adoption permitted. The adoption did not impact the Company's financial position and
results of operations.
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NOTE 3 - POLYCRYSTALLINE SILICON MARKET CONDITIONS AND CHINA TRADE MA TTERS

The Company is a provider of polycrystalline silicon and other silicon-based products used in the manufacturing of
semiconductor devices and solar cells and modules. Pricing for these products declined sharply during the fourth quarter of
2011. Prices continued to decline into 2012 and have remained depressed. These products account for a significant portion
of the Company's operating results.

In July 2012, the Chinese Ministry of Commerce (ÒMOFCOMÓ) initiated antidumping and countervailing duty investigations
of imports of solar-grade polycrystalline silicon products from the U.S. and Korea based on a petition filed by Chinese solar-
grade polycrystalline silicon producers. The petition alleges that producers within these countries exported solar-grade
polycrystalline silicon to China at less than fair value, and that production of solar-grade polycrystalline silicon in the U.S.
has been subsidized by the U.S. government. If the Chinese authorities find dumping or subsidization, they may impose
additional duties on future imports of solar-grade polycrystalline silicon to China from the U.S. The Company is cooperating
with MOFCOM in the investigations and is vigorously contesting the allegations. As the outcome of such actions is
uncertain, management cannot predict the ultimate impact of these matters.

During the fourth quarter of 2011, management made a decision to temporarily delay ongoing construction activities
associated with a polycrystalline silicon plant expansion. Additional capital spending incurred on this expansion during 2012
was limited to activities necessary to stabilize and protect the assets already constructed. As a result of the market
conditions and uncertainties described above, solar-grade polycrystalline sales volumes declined during 2012. In response,
the production levels of certain of the Company's existing operating assets were reduced. During the fourth quarter of 2012,
management determined the plant expansion was no longer economically viable due to the market conditions and made
the decision to abandon the partially constructed assets. The construction-in-progress assets were written down to scrap
values, resulting in a charge of $283.2 million on assets that had a carrying value of $312.4 million. Further, the startup of
another polycrystalline silicon plant expansion that was expected to begin production in 2013 is being delayed. Production
will only commence when sales volumes increase to levels necessary to support the plant's capacity.

Accounting standards require that if an impairment indicator is present, the Company must assess whether the carrying
amount of the asset is recoverable by estimating the sum of future undiscounted cash flows expected to be generated by
the asset. If the estimated undiscounted cash flows are less than the carrying amount of the asset, an impairment charge
must be recognized for the difference between the carrying value and the fair value of the asset. During the fourth quarter of
2012, the events and circumstances described above required the Company to assess whether $4.0 billion of
polycrystalline silicon assets might be impaired. However, the Company's estimate of undiscounted cash flows indicated the
polycrystalline silicon assets were expected to be recovered. After write-down for the abandonment discussed above, the
total carrying value of polycrystalline silicon assets was $3.7 billion at December 31, 2012. It is reasonably possible that the
estimate of undiscounted cash flows may change in the near term resulting in the need to write down those assets to fair
value. The Company's estimates of cash flows might change as a result of a significant adverse duty imposed by
MOFCOM, continued pricing deterioration or other adverse market conditions that result in non-performance by customers
under long-term contracts.

NOTE 4 - RESTRUCTURING

In December 2012, in response to current economic challenges, the Company initiated a plan of restructuring. The plan will
primarily include workforce reductions and capital asset disposals. These actions are part of broader cost-saving measures
taken by the Company, including efforts to maximize operational efficiency and tightly controlling expenses. The Company's
restructuring liability is reflected in ÒOther current liabilitiesÓ of the consolidated balance sheets as of December 31, 2012,
and is expected to be substantially settled by December 31, 2013. The Company recorded $67.5 for employee-related
costs associated with ongoing benefit arrangements and $297.5 for asset disposals, including charges for the
polycrystalline silicon asset abandonments discussed in Note 3.
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NOTE 5 - ADVANCED ENERGY MANUFACTURING TAX CREDITS

In January 2010, the Company was approved to receive Advanced Energy Manufacturing Tax Credits up to $169.0. The tax
credits were granted as part of the American Reinvestment and Recovery Act of 2009 and are focused on job creation from
increased domestic manufacturing capacity supplying clean and renewable energy projects. The credits granted to the
Company are related to the Company's manufacturing expansion projects supporting the solar industry. The Company
accounts for investment tax credits under the flow-through method, which results in the recognition of the credit as a
reduction of federal income taxes in the year in which the credit arises. During the year ended December 31, 2010, the
Company recognized $141.9 of the credits resulting in a reduction of the tax liability, a reduction in the income tax provision
of $92.2 and an increase in deferred tax liabilities of $49.7. The income tax benefit of $92.2 included $69.9 as a discrete
benefit as it related to qualifying expenditures through December 31, 2009. The impact of these tax credits on net income,
net of noncontrolling interests' share was $15.8 and $58.3 for the years ended December 31, 2011 and 2010, respectively.
During the year ended December 31, 2011, the Company recognized $24.3 of the credits resulting in a reduction of the tax
liability, a reduction in the income tax provision of $15.8 and an increase in deferred tax liabilities of $8.5. The remaining
credits granted were immaterial and expired unused.

NOTE 6 - INVESTMENTS

Investments reflected in ÒMarketable securitiesÓ in the current and noncurrent sections of the consolidated balance sheets
as of December 31, 2012 and 2011 were $89.9 and $183.8, respectively. These investments have been classified as
available for sale.

The cost, gross unrealized gains, gross unrealized losses and fair value of the investments by classification were as
follows:

December 31, 2012

Level Cost

Gross
Unrealized

Gains

Gross
Unrealized
(Losses)

Fair
Value

Debt Securities:

Auction rate securities backed by student loans Level 3 $ Ñ $ Ñ $ Ñ $ Ñ

Auction rate preferred securities Level 3 76.0 Ñ (0.3) 75.7

Foreign Equity Securities Level 1 1.8 1.5 Ñ 3.3

Preferred Equity Securities Level 2 0.9 2.4 Ñ 3.3

Other Level 1 7.6 Ñ Ñ 7.6

Total Marketable Securities $ 86.3 $ 3.9 $ (0.3) $ 89.9

December 31, 2011

Level Cost

Gross
Unrealized

Gains

Gross
Unrealized
(Losses)

Fair
Value

Debt Securities:

Auction rate securities backed by student loans Level 3 $ 113.9 $ Ñ $ Ñ $ 113.9

Auction rate preferred securities and other Level 3 76.0 Ñ (18.3) 57.7

Foreign Equity Securities Level 1 2.2 1.3 Ñ 3.5

Preferred Equity Securities Level 2 0.9 1.3 Ñ 2.2

Other Level 1 6.5 Ñ Ñ 6.5

Total Marketable Securities $ 199.5 $ 2.6 $ (18.3) $ 183.8
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As of December 31, 2012, no securities had been in an unrealized loss position for more than 12 months. As of December
31, 2011, securities in an unrealized loss position for 12 months or more were valued at $40.4, net of unrealized losses of
$17.0.
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The changes in fair value of Level 3 assets were as follows:

2012 2011

Beginning balance January 1 $ 171.6 $ 534.5

Transfers out of Level 3 Ñ (0.9)

Change in unrealized losses in other comprehensive loss 18.0 17.9

Realized gains/(losses) included in earnings 3.4 (26.9)

Sales/redemptions of assets classified as Level 3 (117.3) (353.0)

Ending balance at December 31 $ 75.7 $ 171.6

Level 3 available for sale securities with a cost basis of $113.9 were redeemed or sold during the year ended December 31,
2012. Realized gains related to the redemptions and sales were included in ÒOther nonoperating income (expenses), net.Ó
These redemptions were related to securities backed by student loans and were redeemed or sold at a weighted average
price of 103.0% of the cost basis.

Level 3 Assets

The Company held the following securities classified as Level 3 assets based upon valuation using significant unobservable
inputs:

December 31, 2012

Fair
Value

Valuation
Technique

Unobservable
Input Range

Auction rate preferred securities $75.7 Effective interest Market required
effective interest rate

3.6% - 4.7%

Auction Rate Preferred Securities

As of December 31, 2012 and 2011, the Company held auction rate preferred securities valued at $75.7 and $57.7,
respectively. These securities consisted of bundled preferred equity securities. The interest rates reset on these variable
rate instruments quarterly through an auction process. Since the auctions have failed, default dividend allocation methods
are in effect. While 84.0% of the securities were rated below investment grade at December 31, 2012, all of the issuers of
the underlying preferred equity securities have continued to remit dividends consistent with historical practices.

As of December 31, 2012, the Company was not actively marketing, had no intent to sell, nor was it expected to be required
to sell, its auction rate preferred securities before the anticipated recovery in market value. In determining that the
unrealized losses related to these securities were not other-than-temporary, the Company considered several other factors.
These factors included the financial condition and prospects of the issuers, continuation of dividend payments, the
magnitude of losses compared with the cost of the investments, the length of time the investments have been in an
unrealized loss position and the credit rating of the security. Management believes the decline in fair value is primarily
related to the current interest rate environment and market inefficiencies and not to the credit deterioration of the individual
issuers. Unrealized losses of $0.3 related to auction rate preferred securities were included in ÒAccumulated other
comprehensive lossÓ in the consolidated balance sheet as of December 31, 2012.
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Auction Rate Securities Backed by Student Loans

As of December 31, 2012, the Company no longer held auction rate securities backed by student loans as the Company
had redeemed or sold the remaining balance during the period. As of December 31, 2011, the Company held auction rate
securities backed by student loans valued at $113.9. These securities consisted principally of revenue bonds backed by
student loans that are guaranteed by the U.S. Government and revenue bonds backed by insured student loans. The entire
portfolio of securities had investment grade credit ratings. These auction rate securities were variable rate debt instruments
with underlying securities that had contractual maturities that ranged from 19 to 31 years and whose interest rates were
reset every 28 to 35 days through an auction process. Since the auctions failed, default interest rates were applicable and
each issuer continued to pay required interest payments. A loss of $11.7 ($7.4 net of the noncontrolling interests' share)
was included in ÒOther nonoperating expenses, netÓ as of December 31, 2011 due to an other-than-temporary impairment.

NOTE 7 - INVENTORIES

The components of inventories were as follows:

December 31, 2012 December 31, 2011

Produced goods $ 765.8 $ 808.2

Purchased materials 115.5 146.1

Maintenance and supplies 129.0 99.0

Total Inventory $ 1,010.3 $ 1,053.3

Produced goods include both work-in-process and finished goods. Due to the nature of the Company's operations, it is not
practical to classify inventory between work-in-process and finished goods as such classifications can be interchangeable
for certain inventoriable items. Purchased materials primarily consist of the Company's raw material inventories.
Maintenance and supplies included in inventory primarily represent spare component parts that are critical to the
Company's manufacturing processes.

NOTE 8 - INCOME TAXES

The components of income before income taxes and noncontrolling interests were as follows:

Years Ended December 31,

2012 2011 2010

Domestic $ 175.5 $ 1,148.6 $ 1,134.8

Foreign 172.7 494.9 281.9

Total $ 348.2 $ 1,643.5 $ 1,416.7
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The components of the income tax provision were as follows:

Years Ended December 31,

2012 2011 2010

Current Deferred Total Current Deferred Total Current Deferred Total

Domestic $ (61.2) $ 104.2 $ 43.0 $ 146.5 $ 236.4 $ 382.9 $ 85.2 $ 203.7 $ 288.9

Foreign 115.1 4.8 119.9 144.2 33.6 177.8 102.2 (52.2) 50.0

Total $ 53.9 $ 109.0 $ 162.9 $ 290.7 $ 270.0 $ 560.7 $ 187.4 $ 151.5 $ 338.9

The tax effects of the principal temporary differences giving rise to deferred tax assets and liabilities were as follows:

December 31,

2012 2011

Deferred Tax Assets:

Implant costs $ 579.7 $ 586.4

Postretirement benefit obligations 475.3 511.8

Tax loss carryforwards 151.8 167.8

Tax credit carryforwards 102.1 87.9

Accruals and other 195.9 161.0

Inventories 13.3 13.2

Long-term debt 42.2 41.2

Total deferred tax assets $ 1,560.3 $ 1,569.3

Deferred tax liabilities:

Property, plant and equipment (1,015.1) (887.0)

Net deferred tax assets prior to valuation allowance $ 545.2 $ 682.3

Less: Valuation allowance (63.3) (56.1)

Net Deferred Tax Assets $ 481.9 $ 626.2

The Company believes that it is more likely than not that the net deferred tax assets will be realized. The criteria that
management considered in making this determination were historical and projected operating results, the ability to utilize
tax planning strategies and the period of time over which the tax benefits can be utilized.

Tax effected operating loss carryforwards as of December 31, 2012 and 2011 were $151.8 and $167.8, respectively. Of the
tax effected operating loss carryforwards, $123.4 are subject to an indefinite carryforward period and were generated by the
Company's subsidiaries in Brazil and the United Kingdom. Substantially all of the remaining operating loss carryforwards
relate to the Company's subsidiaries in China. The net operating losses in China have a five year carryforward period. The
Company has determined that no valuation allowance is needed for the net operating losses.

The valuation allowance as of December 31, 2012 was $63.3. Of this amount, $37.4 is attributable to realized and
unrealized capital losses on marketable securities and $5.8 from outside basis differences in the Company's joint ventures.

Tax credit carryforwards of $102.1 as of December 31, 2012 were attributable to foreign tax credits. These credits expire in
2019 through 2022. The Company has determined that no valuation allowance is needed for the tax credit carryforwards.

Cash paid for income taxes, net of refunds received, was $160.8, $225.9 and $191.1 for the years ended December 31,
2012, 2011 and 2010, respectively.
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The effective rate of the income tax provision may differ from the United States federal statutory tax rate. A reconciliation of
the tax rate is illustrated in the following table:

Years Ended December 31,

2012 2011 2010

Income Tax Provision at Statutory Rate $ 121.9 $ 575.2 $ 495.9

Increase/(Decrease) in Income Tax Provision due to:

Foreign provisions and related items (25.0) (13.1) (12.7)

China joint venture losses Ñ Ñ 9.3

China valuation allowance release Ñ Ñ (44.0)

Change in foreign tax rates 10.2 12.8 4.9

Tax reserves 8.6 Ñ Ñ

Advanced energy manufacturing credits Ñ (15.8) (92.2)

Noncontrolling interest losses 46.0 12.4 2.7

U.S. tax effect of foreign earnings and dividends 4.0 2.6 (30.9)

Other, net (2.8) (13.4) 5.9

Total Income Tax Provision at Effective Rate $ 162.9 $ 560.7 $ 338.9

Effective Rate 46.8% 34.1% 23.9%

As of December 31, 2009, the Company had a valuation allowance of $44.0 on the deferred tax assets of a China
subsidiary. During 2010, the allowance was increased by $24.4. As of December 31, 2010, management concluded that the
weight of all available evidence, both positive and negative, warranted the release of the valuation allowance of $68.4 when
the China subsidiary achieved operational performance.

Also during 2010, the Company was approved to receive Advanced Energy Manufacturing Tax Credits of approximately
$169.0 that resulted in a $15.8 and $92.2 reduction in the income tax provision for the years ended December 31, 2011 and
2010, respectively.

During the fourth quarter of 2012, management determined a polycrystalline silicon plant expansion would no longer be
economically viable due to challenging market conditions and made the decision to abandon this activity. The impact of the
abandonment write-down was $36.3, included in Noncontrolling interest losses within the table above. The impact of the
write-down increases the effective tax rate as the Company does not receive the full tax benefit from the portion of tax
losses attributable to the noncontrolling shareholders.

As of December 31, 2012, income and remittance taxes have not been recorded on $573.8 of undistributed earnings of
foreign subsidiaries, as the Company intends to reinvest those earnings indefinitely. If the Company did not intend to
reinvest those earnings indefinitely, the Company would not have a deferred tax liability but a net deferred tax asset related
to the outside basis difference of its foreign subsidiaries. This deferred tax asset would only be recorded if it would be
apparent that this outside difference would reverse in the foreseeable future.

The Company files income tax returns in the U.S. federal jurisdiction and various state, local and foreign jurisdictions. With
few exceptions, the Company is no longer subject to U.S. federal, state, local or non-U.S. income tax examination by tax
authorities for years before 2006.
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The following table indicates, for each significant jurisdiction, the earliest tax year that remains subject to examination:

Year Year

United Kingdom 2011 Korea 2007

Belgium 2010 Brazil 2007

Japan 2010 China 2007

France 2010 United States 2006

Germany 2007

The Company is participating in the IRS Compliance Assurance Process for the 2011 and 2012 tax years. In addition,
certain foreign jurisdictions and certain states have commenced examinations of returns filed by the Company and some of
its foreign subsidiaries. As of December 31, 2012, no jurisdiction has proposed any significant adjustments to the
Company's tax returns that management believes would be sustained and would materially affect the Company's financial
position. In addition, the Company does not anticipate that any material adjustments will result from settlements, closing of
tax examinations or expiration of applicable statutes of limitation in various jurisdictions within the next 12 months.

During the year ended December 31, 2010, the Company received proposed adjustments from the IRS related to the
Company's consolidated federal income tax returns for 2006, 2007, 2008 and 2009. The Company filed protests and
appeals in response to the proposed adjustments for the years 2006 through 2009. Management believes that the
deficiencies asserted by the IRS will not be sustained and is vigorously contesting the IRS claims. In July 2010, the
Company made voluntary protective bond deposits of $145.0 to the IRS related to these tax positions for the earlier tax
years. Additional tax payments of $57.9 were made for the 2008 through 2011 tax years to cover anticipated adjustments
for these years. The bond deposits and the additional tax payments were made to alleviate the potential for interest
expense and penalties as well as to generate competitive interest income on the funds. During the year ended December
31, 2012, the Company redeemed a portion of the bond deposit in the amount of $112.2. The bond was redeemed due to
management's continued belief that the IRS' assertions will not be sustained and the proceeds were used for working
capital purposes. The Company expects to receive additional bond redemptions of approximately $16.9 due to a settlement
reached during 2012 on proposed adjustments for the 2006 and 2007 tax years. The remaining bond deposit of $16.0 was
the agreed upon settlement for the 2006 and 2007 tax years and was retained by the IRS. Due to the temporary nature of
the proposed adjustments on the 2006 and 2007 federal tax returns, the settlement did not materially impact income tax
expense. If the IRS prevails on the proposed adjustments for the remaining years under audit, the resulting tax deficiency
will be $173.1. Management believes that the resolution of the issues will not have a material impact on the Company's
consolidated financial position or results of operations.

A reconciliation of the beginning and ending amount of unrecognized gross tax benefits, excluding the federal benefit of
state items, interest, and penalties, follows:

Years Ended December 31,

2012 2011 2010

Unrecognized tax benefits as of January 1, $ 3.7 $ 10.6 $ 15.1

Additions based on tax positions related to the
current year Ñ Ñ 4.7

Additions for tax positions of prior years 13.5 Ñ Ñ

Reductions for tax positions of prior years (0.3) (6.9) (2.6)

Settlements Ñ Ñ (6.6)

Balance as of December 31, $ 16.9 $ 3.7 $ 10.6
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The Company had approximately $16.9 of total gross unrecognized tax benefits as of December 31, 2012. Of this total,
$18.3 (including interest, penalties and net of the federal benefit on state issues) represents the amounts of unrecognized
tax benefits that, if recognized, would affect the effective income tax rate in any future periods.

During 2012, the Company made corrections in the 2011 consolidated balance sheet for errors primarily related to the
classification of deferred tax balances. These corrections resulted in (a) a $528.6 gross-up of ÒDeferred income tax assets -
noncurrentÓ and ÒDeferred income tax liabilities - noncurrentÓ related to an incorrect application of the jurisdictional tax
netting accounting requirements in 2011 and (b) a $36.9 correction in classification from ÒDeferred income tax assets -
currentÓ to ÒOther current assetsÓ resulting from the tax effect on profits in inventory relating to intercompany sales.

The Company determined that the cumulative impact of recording the corrections described above were not material, either
individually or in aggregate, to any prior years. However, if uncorrected, the comparability of prior periods to 2012 would be
impacted. Accordingly, the Company has revised its 2011 consolidated balance sheet.

The impact of the corrections to the Company's consolidated balance sheet as of December 31, 2011 was as follows:

Previously
Reported Adjustments Revised

Consolidated Balance Sheet

Deferred income tax assets - current $ 135.6 $ (36.9) $ 98.7

Other current assets 111.8 36.9 148.7

Deferred income tax assets - noncurrent 529.4 528.6 1,058.0

Deferred income tax liabilities - noncurrent 1.6 528.6 530.2

In addition, the effect of the classification change between ÒDeferred income tax assets - currentÓ and ÒOther current assetsÓ
impacted certain line items within the operating activities section of the consolidated statements of cash flows. The
consolidated statements of cash flows have been revised as follows:

Year ended December 31, 2010

Previously
Reported Adjustments Revised

Consolidated Statements of Cash Flows

Changes in deferred taxes, net $ 151.9 $ 5.2 $ 157.1

Changes in other operating assets and liabilities (5.7) (5.2) (10.9)

Year ended December 31, 2011

Previously
Reported Adjustments Revised

Consolidated Statements of Cash Flows

Changes in deferred taxes, net $ 283.8 $ (11.9) $ 271.9

Changes in other operating assets and liabilities 60.1 11.9 72.0
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NOTE 9 - DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

The Company enters into derivative financial instruments based on analysis of specific and known economic exposures.
The Company's policy prohibits holding or issuing derivative financial instruments for trading or speculative purposes. The
types of instruments typically used are forward contracts, but may also include option combinations and purchased option
contracts.

Cash Flow Hedges

The Company uses forward contracts and options to hedge the exposure to changes in the price of commodities, primarily
natural gas. Net unrealized gains and losses on these contracts are recorded as a component of ÒAccumulated other
comprehensive lossÓ in the Company's consolidated balance sheets and are reclassified into earnings in the same period
during which the underlying hedged item impacts earnings. As of December 31, 2012, the Company had outstanding
commodity forward contracts to hedge forecasted purchases of 4.6 million mmbtu of natural gas. The forward contracts
outstanding at December 31, 2012 hedge forecasted transactions expected to occur within the next 21 months.

Gains or losses on the derivatives representing either hedge ineffectiveness or hedge components excluded from the
assessment of hedge effectiveness are recognized in current earnings and were not material for the periods ended
December 31, 2012, 2011 and 2010.

Economic Hedges

Derivative financial instruments used to hedge the economic exposure to foreign currency fluctuations associated with
certain monetary assets and liabilities are not designated as hedging instruments. Changes in the fair value of these items
are recorded in earnings to offset the foreign exchange gains and losses of the monetary assets and liabilities. As of
December 31, 2012, the total notional amount of the Company's non-designated foreign currency fair value hedges was
$968.6, expressed as U.S. dollars.

Financial Statement Impact

The impacts of derivative financial instruments on the Company's consolidated balance sheets and income statements are:

December 31, 2012 December 31, 2011

Derivative asset $ 6.7 $ 4.2

Derivative liability (9.6) (9.9)

Gain/(loss) in AOCI1 (5.6) (12.1)

Years ended December 31,

2012 2011 2010

Gain/(loss) in income $ (16.1) $ (2.3) $ (12.5)

Gain/(loss) in OCI2 6.5 (3.1) 6.6

1Accumulated Other Comprehensive Income/(Loss) ("AOCI")
2Other Comprehensive Income/(Loss) ("OCI")

Net losses expected to be reclassified from AOCI into the income statement in the next 12 months were $4.7 as of
December 31, 2012.
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Derivative options held by the Company as of December 31, 2012 were valued using observable market inputs and the
Black-Scholes model. Forward contracts were also valued using observable market inputs. The inputs used in valuation
were considered Level 2 because the inputs are readily observable for the derivative asset or liability.

NOTE 10 - VARIABLE INTEREST ENTITIES

The Company holds minority voting interests in certain joint ventures that produce key raw material inputs for the Company.
These joint ventures operate under supply agreements that sell inventory to the equity owners using pricing mechanisms
that guarantee a return, therefore shielding the joint ventures from the right or ability to absorb expected gains or losses. As
a result of the pricing mechanisms of these agreements, these entities are determined to be variable interest entities. As the
Company does not hold the power to direct the activities that most significantly impact the economic performance of these
entities, it is not the primary beneficiary and therefore does not consolidate the results of these entities.

The Company accounts for its investment in these entities under the equity method of accounting. The Company's
maximum exposure to loss as a result of its involvement with these variable interest entities is determined to be the carrying
value of the investment in these entities plus the maximum amount of potential future payments under the Company's
guarantees of nonconsolidated subsidiaries' debt. As of December 31, 2012, the maximum exposure to loss was $214.7.

NOTE 11 - PROPERTY, PLANT AND EQUIPMENT

The components of property, plant and equipment were as follows:

Estimated Useful December 31,

Life (Years) 2012 2011

Land Ñ $ 220.4 $ 227.2

Land improvements 11-20 398.4 375.7

Buildings 18-33 2,307.2 2,184.1

Machinery and equipment 3-25 7,852.3 7,567.0

Construction-in-progress Ñ 1,708.0 1,649.9

Total property, plant and equipment $ 12,486.3 $ 12,003.9

Accumulated depreciation (4,933.2) (4,623.6)

Net property, plant and equipment $ 7,553.1 $ 7,380.3

The Company recorded depreciation expense of $391.5, $357.2 and $291.7 for the years ended December 31, 2012, 2011
and 2010, respectively.

The amount of interest capitalized as a component of the cost of capital assets constructed for the years ended December
31, 2012, 2011 and 2010 was $94.5, $68.9 and $71.2, respectively.
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NOTE 12 - GOODWILL AND OTHER INTANGIBLE ASSETS

As of December 31, 2012 and 2011, the Company had gross goodwill of $68.7 and $68.1, respectively. Changes in the
carrying amount of goodwill related primarily to currency translation. The gross and net amounts of intangible assets,
excluding goodwill, were as follows:

December 31, 2012

Gross Accumulated Net

Carrying Amount Amortization Carrying Amount

Patents and licenses $ 11.2 $ (3.6) $ 7.6

Completed technology 18.5 (14.1) 4.4

Electricity contract 35.3 (10.3) 25.0

Land use rights 23.3 (3.6) 19.7

Other 61.0 (33.9) 27.1

Total $ 149.3 $ (65.5) $ 83.8

December 31, 2011

Gross Accumulated Net

Carrying Amount Amortization Carrying Amount

Patents and licenses $ 12.1 $ (3.4) $ 8.7

Completed technology 20.7 (15.1) 5.6

Electricity contract 35.3 (7.1) 28.2

Land use rights 23.3 (3.1) 20.2

Other 65.1 (35.7) 29.4

Total $ 156.5 $ (64.4) $ 92.1

The Company recorded amortization expense related to these intangible assets of $7.1, $10.1 and $9.6 for the years ended
December 31, 2012, 2011 and 2010, respectively. The estimated aggregate amortization expense to be recorded in each of
the next five years is as follows: 2013 - $6.7, 2014 - $6.4, 2015 - $6.3, 2016 - $6.3, 2017 - $6.3.

NOTE 13 - NOTES PAYABLE, CREDIT FACILITIES AND GUARANTEES

Short-Term Borrowings

The Company had outstanding short-term debt of $71.6 and $134.7 in Asia as of December 31, 2012 and 2011,
respectively. The borrowings in Asia were primarily denominated in Renminbi with an interest rate generally set by the
People's Bank of China at the time of borrowing. The weighted average interest rate for the outstanding short-term
borrowings was 5.4% as of December 31, 2012. Since the interest rates for the borrowing in Asia are reset regularly based
on market conditions, management believes the carrying value of the debt approximates its fair value for these borrowings
and would be classified as a Level 2 measurement due to use of valuation inputs based on similar liabilities in the market.
The Company is in compliance with its debt covenants related to the short-term borrowings.

Amounts reflected in ÒShort-term borrowings and current maturities of long-term debtÓ in the consolidated balance sheets
also contain current maturities of the long-term debt instruments disclosed below when repayment is due within the next 12
months, as well as other short term obligations. Such amounts were $137.5 and $196.2 as of December 31, 2012 and
2011, respectively.
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Credit Facilities

In March 2011, the Company entered into a five-year $1,000.0 revolving credit facility agreement with various U.S. and
foreign banks. The facility allows for borrowing in multiple currencies for working capital needs and general corporate
purposes of the Company. Borrowings bear interest at a LIBOR-plus rate or an alternate rate based on LIBOR, the Prime
Rate or the Federal Funds Effective rate plus various spreads based on the terms of the agreement. As of December 31,
2012, the Company had no outstanding balance on the facility.

In addition, the Company had unused and committed credit facilities with various U.S. and foreign banks totaling $188.4
and $183.4 at December 31, 2012 and 2011, respectively. These credit facilities may require the payment of commitment
fees. The Company intends to renew these facilities at their respective maturities. These facilities are available to support
working capital requirements.

Long-Term Debt

Long-term debt consisted of the following:

Years Ended December 31,

2012 Rates 2011 Rates

Long-term debt

Variable rate notes due 2013-2014 $ 198.1 6.0% $ 821.3 5.8-6.1%

Variable rate notes due 2012-2015 Ñ Ñ % 26.9 5.2%

Fixed rate notes due 2018 350.0 4.1% 350.0 4.1%

Variable rate bonds due 2019 3.7 0.3% 3.7 0.3%

Fixed rate notes due 2021 350.0 4.8% 350.0 4.8%

Other obligations and capital leases 79.3 3.5-9.0% 83.2 3.5-9.0%

Total long-term debt $ 981.1 $ 1,635.1

Less current maturities of long-term debt 137.5 195.2

Total long-term debt due after one year $ 843.6 $ 1,439.9

In March 2011, the Company issued senior unsecured fixed rate notes at par with an aggregate principal amount of $700.0,
including $350.0 of 4.1% Series A Notes due March 2018 and $350.0 of 4.8% Series B notes due March 2021. Valuation of
the senior notes is conducted on a quarterly basis using the benchmark risk-free interest rate with a credit spread based on
comparable companies with similar credit risk profiles and considering business-specific risks. Because the fixed rate notes
were valued using inputs based on similar liabilities observed in the market, the Company's fixed rate notes were classified
as a Level 2 measurement. As of December 31, 2012, the fair values of Series A Notes and Series B Notes were $376.1
and $390.5, respectively.

In August 2010, a wholly owned subsidiary of the Company entered into a secured term loan with a bank in China. The
amount of the loan was 193.5 Renminbi ($30.8 U.S. dollars) and permitted borrowing in Renminbi only. The subsidiary had
$26.9 outstanding under the loan as of December 31, 2011. The full amount was repaid as of December 31, 2012.

In October 2009, a majority owned subsidiary of the Company entered into an unsecured term loan facility with a syndicate
of commercial banks in China. The amount of the facility was 1.6 billion Renminbi ($254.6 U.S. dollars) and permits
borrowing in Renminbi only. As of December 31, 2011 the subsidiary had $228.5 outstanding under the facility. The full
amount was repaid as of December 31, 2012. No further borrowings are available under this facility.
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In April 2009, a majority owned subsidiary of the Company entered into an unsecured five-year term loan facility with a
syndicate of commercial banks in China. The amount of the facility was 4.2 billion Renminbi ($668.2 U.S. dollars). The
facility permits borrowing in U.S. dollars and Renminbi with required repayments commencing two years after the
drawdown date. The subsidiary had $198.1 and $592.8 outstanding under the facility as of December 31, 2012 and 2011,
respectively. Repayment began in April 2011 with various amounts due each year through April 2014. No further borrowings
are available under this facility.

Since the interest rates for the borrowings in China are reset regularly based on market conditions, management believes
the carrying value of the debt approximates the fair value of these borrowings and were classified as a Level 2
measurement due to use of valuation inputs based on similar liabilities in the market.

The Company and its subsidiaries are in compliance with its debt covenants, including leverage ratios and interest
coverage ratios.

Annual aggregate maturities of the long-term debt of the Company are: 2013 - $137.5, 2014 - $72.2, 2015 - $5.5, 2016 -
$4.6, and $761.3 for 2017 and beyond.

Cash paid for interest during the year ended December 31, 2012, 2011 and 2010 was $95.4, $91.8 and $66.8, respectively.

Sales of Receivables

The Company maintains an accounts receivable facility with a bank in Japan. The discount rate under this facility is the
equivalent of TIBOR plus 0.25%. The Company sold receivables in the amount of $179.8 and $322.3 to this bank in
exchange for cash proceeds of $179.8 and $322.1 during the years ended December 31, 2012 and 2011, respectively.
Under the facility, the Company continues to collect the receivables from the customer but retains no interest in the
receivables. The facility agreement does not permit the Company to transfer the receivables to any other institution and the
Company is not permitted to repurchase the transferred receivables. The transfer of receivables provides additional liquidity
to the Company. The counterparty for the receivables facility is a financial institution that specializes in receivables
securitization transactions and is financed through the issuance of commercial paper.

Additionally, the Company has access to a short term borrowing facility securitized by receivables in the U.S. which expires
in October 2013. As of December 31, 2012 and 2011, there were no outstanding amounts under this facility. The
arrangement was amended in January 2013 to eliminate the payment of commitment fees and to change the interest rate
under this facility from commercial paper pool rates to LIBOR. The facility agreement does not permit the Company to
transfer the receivables to any other institution and the Company is not permitted to repurchase the transferred receivables.

Guarantees and Letters of Credit

Guarantees arise in the normal course of business from relationships with customers, employees and nonconsolidated
affiliates when the Company undertakes an obligation to guarantee the performance of others (via delivery of cash or other
assets) if specified triggering events occur. Non-performance under a contract by the guaranteed party triggers the
obligation of the Company. The Company maintained agreements to guarantee the debt of certain nonconsolidated
affiliates. The maximum amount of potential future payments under these guarantees was $67.6 as of December 31, 2012.
The obligations under these guarantees are due to be repaid by February 2019. The Company does not expect to be
required to make any payments related to these agreements and no liability has been recorded in the Company's
consolidated balance sheets as of December 31, 2012 and 2011. The Company's potential obligation under other
guarantees was not material to the consolidated financial statements.

The Company had outstanding letters of credit of $32.6 and $27.1 at December 31, 2012 and 2011, respectively.

������

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


�.�8�9�C�<���F�=�����F�E�K�<�E�K�J

NOTE 14 - DEFERRED REVENUE

The Company has historically entered into long-term product sales agreements with certain customers. Under certain
agreements, customers are obligated to purchase minimum quantities of product and make specified payments. Most of
these product sales agreements extend over various periods and prior to 2012 the revenue associated with the agreements
had been recognized using the average sales price over the life of the agreements. Under the average price methodology,
differences between amounts invoiced to customers under the agreements and amounts recognized using the average
price methodology were reported as deferred revenue in the consolidated balance sheets. After a series of amendments to
the agreements in 2012, the Company concluded that future sales prices were no longer fixed and determinable and
discontinued the use of the average price methodology. For the year ended December 31, 2012 and periods thereafter, the
revenue associated with these product sales agreements is recognized using invoice-based pricing with a ratable
recognition of existing deferred revenue amounts.

Under certain agreements, customers were required to make initial non-refundable advanced cash payments. During the
years ended December 31, 2012 and 2011, advanced payments of $95.3 and $588.0, respectively, were received by the
Company. The Company expects to receive advanced payments of $111.2 in the next twelve months. Advanced cash
payments received are recorded as deferred revenue and are typically applied ratably on a per kilogram basis as products
are shipped over the life of the agreements. Modification to terms of the agreements may alter the timing of future advanced
payments receipts or their application to future purchases. In the event that certain product delivery timelines are not met,
subject to specific conditions outlined in the agreements, customers may be entitled to damages up to the amount of the
advanced cash payments. The advanced payments received are reported as cash flows from operating activities in the
consolidated statements of cash flows.

Total deferred revenue reflected in ÒCurrent deferred revenueÓ and ÒDeferred revenueÓ in the consolidated balance sheets
as of December 31, 2012 and 2011, was $3,572.3 and $3,632.7, respectively. Current deferred revenue of $120.2 and
$336.5 was recorded in the consolidated balance sheets as of December 31, 2012 and 2011, respectively. As of December
31, 2012, the current portion was determined based on the Company's estimate of advanced payments to be applied to
customer purchases in the next 12 months. For the period ended December 31, 2011, the current portion was determined
based upon application of advanced payments to customer purchases as stipulated by the underlying agreements. Due to
changes in customer agreements resulting from the uncertainty surrounding the polycrystalline silicon market discussed in
Note 3, this methodology was discontinued.

In August 2012, the Company resolved a contract dispute related to certain long-term sales agreements. The resolution
was mainly comprised of a cash payment of $18.5, which was received by the Company in September 2012, and
recognition of previously recorded deferred revenue of $24.7. The Company has no remaining obligation to perform under
the agreements. The pre-tax impact of the resolution was reflected in ÒGains on long-term sales agreementsÓ within the
consolidated statement of income. After income taxes and amounts attributable to noncontrolling interests, net income
attributable to the Company for the year ended December 31, 2012 increased by $19.7.

In December 2011, the Company resolved a contract dispute related to certain long-term sales agreements. The resolution
was mainly comprised of a cash payment of $195.2, which was received by the Company in January 2012, and recognition
of previously recorded deferred revenue of $229.9. The Company has no remaining obligation to perform under the
agreements. The pre-tax impact of the resolution was reflected in ÒGains on long-term sales agreementsÓ within the
consolidated statement of income. After income taxes and amounts attributable to noncontrolling interests, net income
attributable to the Company for the year ended December 31, 2011 increased by $182.9.
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NOTE 15 - PENSION AND OTHER POSTRETIREMENT BENEFITS

Defined Benefit Pension Plans

The Company maintains defined benefit employee retirement plans covering most domestic and certain non-U.S.
employees. The components of net periodic benefit cost for the Company's U.S. and non-U.S. plans were as follows:

U.S. Plans Non-U.S. Plans Total

Years Ended December 31, 2012 2011 2010 2012 2011 2010 2012 2011 2010

Net Periodic Benefit Cost

Service cost $ 63.3 $ 44.3 $ 38.0 $ 26.1 $ 23.7 $ 21.7 $ 89.4 $ 68.0 $ 59.7

Interest cost on projected benefit
obligations 85.1 87.2 86.4 33.5 34.3 32.7 118.6 121.5 119.1

Expected return on plan assets (74.5) (61.3) (67.4) (30.8) (33.2) (33.1) (105.3) (94.5) (100.5)

Amortization of net prior service costs 2.7 2.8 2.8 1.4 0.9 0.9 4.1 3.7 3.7

Amortization of net losses 65.9 48.5 37.7 12.2 7.0 7.0 78.1 55.5 44.7

Other adjustments Ñ Ñ Ñ Ñ 0.7 0.5 Ñ 0.7 0.5

Total $ 142.5 $ 121.5 $ 97.5 $ 42.4 $ 33.4 $ 29.7 $ 184.9 $ 154.9 $ 127.2

Other changes in plan assets and benefit obligations that were recognized in or reclassified from other comprehensive
income as of December 31 were as follows:

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Amortization of net prior service costs $ (2.7) $ (2.8) $ (0.8) $ (0.6) $ (3.5) $ (3.4)

Amortization of net losses or settlement recognition (65.9) (48.5) (12.1) (7.0) (78.0) (55.5)

Net loss (gain) arising during the year (25.5) 331.5 (11.8) 92.9 (37.3) 424.4

Total $ (94.1) $ 280.2 $ (24.7) $ 85.3 $ (118.8) $ 365.5

The Company's defined benefit employee retirement plans have a measurement date of December 31 of the applicable

year. The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for defined benefit plans

with accumulated benefit obligations in excess of plan assets as of December 31 were as follows:

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Projected benefit obligation $ 2,136.3 $ 2,026.2 $ 711.0 $ 676.4 $ 2,847.3 $ 2,702.6

Accumulated benefit
obligation 1,769.8 1,655.0 644.9 598.4 2,414.7 2,253.4

Fair value of plan assets 1,310.8 1,133.3 492.5 426.1 1,803.3 1,559.4
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The reconciliation of beginning and ending balances of the projected benefit obligation, beginning and ending balances of
the fair value of plan assets and the funded status of the plans as of December 31 was as follows:

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Change in benefit obligation

Projected benefit obligation,

beginning of year $ 2,026.2 $ 1,632.6 $ 769.9 $ 681.6 $ 2,796.1 $ 2,314.2

Service cost 63.3 44.3 26.1 23.7 89.4 68.0

Interest cost 85.1 87.2 33.5 34.3 118.6 121.5

Actuarial (gains) losses 43.4 342.6 13.8 63.1 57.2 405.7

Foreign currency exchange

rate changes Ñ Ñ 21.4 (5.4) 21.4 (5.4)

Benefits paid and settlements (81.7) (80.5) (31.0) (27.4) (112.7) (107.9)

Projected benefit obligation, end of year $ 2,136.3 $ 2,026.2 $ 833.7 $ 769.9 $ 2,970.0 $ 2,796.1

Fair value of plan assets

Fair value of plan assets,

beginning of year $ 1,133.3 $ 986.4 $ 497.5 $ 492.9 $ 1,630.8 $ 1,479.3

Actual return on plan assets 143.4 72.5 56.3 0.6 199.7 73.1

Foreign currency exchange

rate changes Ñ Ñ 22.5 (3.8) 22.5 (3.8)

Employer contributions 115.9 154.9 34.0 35.2 149.9 190.1

Benefits paid and settlements (81.7) (80.5) (31.0) (27.4) (112.7) (107.9)

Fair value of plan assets, end of year $ 1,310.9 $ 1,133.3 $ 579.3 $ 497.5 $ 1,890.2 $ 1,630.8

Funded status of plans $ (825.4) $ (892.9) $ (254.4) $ (272.4) $ (1,079.8) $ (1,165.3)

Accumulated benefit obligation 1,769.8 1,655.0 714.3 658.4 2,484.1 2,313.4
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The assets by category and fair value level of the U.S and non-U.S. defined benefit employee retirement plans were as

follows:

December 31, 2012

Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 4.9 $ Ñ $ Ñ $ 4.9

Equity securities 165.7 3.0 Ñ 168.7

Corporate debt securities 0.1 355.4 Ñ 355.5

U.S. government debt securities Ñ 248.5 Ñ 248.5

U.S. government guaranteed mortgage backed securities Ñ 9.1 Ñ 9.1

Other governmental debt securities 0.8 93.1 Ñ 93.9

Investment funds 41.6 963.9 0.3 1,005.8

Other Ñ 3.8 Ñ 3.8

Total $ 213.1 $ 1,676.8 $ 0.3 $ 1,890.2

December 31, 2011

Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 9.2 $ Ñ $ Ñ $ 9.2

Equity securities 151.2 2.7 0.4 154.3

Corporate debt securities Ñ 260.1 Ñ 260.1

U.S. government debt securities 0.1 223.2 Ñ 223.3

U.S. government guaranteed mortgage backed securities Ñ 12.0 Ñ 12.0

Other governmental debt securities 0.6 52.9 Ñ 53.5

Investment funds 39.9 874.0 0.3 914.2

Other Ñ 4.2 Ñ 4.2

Total $ 201.0 $ 1,429.1 $ 0.7 $ 1,630.8

The changes in fair value of Level 3 assets for the year ended December 31, 2012 were as follows:

Beginning balance, January 1, 2012 $ 0.7

Actual return on assets Ñ

Purchases Ñ

Sales (0.4)

Ending value, December 31, 2012 $ 0.3

Level 1 assets were valued based on quoted prices in active markets. Level 2 assets were primarily comprised of assets
held in investment funds. The value of these funds was determined based on quoted prices in active markets for assets that
are identical to the underlying assets held by the funds.

Level 3 assets were investments in a long term property lease fund. Due to the absence of observable prices in an active
market for the same or similar securities, the fair value of the securities was based on the last available market price for the
underlying assets.
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Amounts recorded in the consolidated balance sheets as of December 31 were as follows:

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Current benefit liabilities $ (5.1) $ (5.0) $ (3.2) $ (4.3) $ (8.3) $ (9.3)

Noncurrent benefit liabilities (820.3) (887.9) (251.2) (268.1) (1,071.5) (1,156.0)

Total recognized liabilities $ (825.4) $ (892.9) $ (254.4) $ (272.4) $ (1,079.8) $ (1,165.3)

Amounts recognized in accumulated

other comprehensive loss (pre-tax)

Prior service cost 13 15.7 8.2 10.2 21.2 25.9

Net loss 978.6 1,070.0 218.6 236.6 1,197.2 1,306.6

Accumulated other comprehensive loss $ 991.6 $ 1,085.7 $ 226.8 $ 246.8 $ 1,218.4 $ 1,332.5

The Company expects to recognize $71.9 of net loss and $3.4 of net prior service cost as a component of net periodic
pension cost in 2013 for its defined benefit pension plans.

The expected return on plan assets is a long-term assumption based on projected returns for assets and the approved
asset allocations of the plan. For the purpose of pension expense recognition, the Company uses a market-related value of
assets that amortizes the difference between the expected return and the actual return on plan assets over a three-year
period. The Company had approximately $49.7 of net unrecognized asset losses associated with its U.S. pension plans as
of December 31, 2012 that will be recognized in the calculation of the market-related value of assets and subject to
amortization in future periods.

For the United States defined benefit plan, as of December 31, 2012, the fair value of plan assets included 35% of equity
securities and 65% of debt securities. The plan targets an asset allocation of 40% equity securities and 60% debt securities.
The plan's expected long-term rate of return is determined by the asset allocation and expected future rates of return on
equity and fixed income securities.

Given the relatively long horizon of the Company's aggregate obligation, its investment strategy is to improve and maintain
the funded status of its U.S. and non-U.S. plans over time without exposure to excessive asset value volatility. The
Company manages this risk primarily by maintaining actual asset allocations between equity and fixed income securities for
the plans within a specified range of its target asset allocation. In addition, the Company ensures that diversification across
various investment subcategories within each plan are maintained within specified ranges.

All of the Company's pension assets are managed by outside investment managers and held in trust by third-party
custodians. The selection and oversight of these outside service providers is the responsibility of investment committees.
The selection of specific securities is at the discretion of the investment manager and is subject to the provisions set forth
by written investment management agreements and related policy guidelines regarding permissible investments and risk
control practices.

The Company's funding policy is to contribute to defined benefit plans when pension laws and economics either require or
encourage funding. Contributions of approximately $115.2 are planned for the U.S. plans in 2013. Contributions of
approximately $34.4 are planned for non-U.S. plans in 2013.
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The weighted-average assumptions used to determine the benefit obligation and to determine the net benefit costs are
shown in the following table. Discount rates and rates of increase in future compensation are weighted based upon the
projected benefit obligations of the respective plans. The expected long-term rate of return on plan assets is weighted
based on total plan assets for each plan at year end. The long-term rate of return on plan assets assumption is determined
considering historical returns and expected future asset allocation and returns for each plan.

Benefit Obligations at December 31,

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Discount rate 4.0% 4.3% 3.8% 4.3% 3.9% 4.3%

Rate of increase in future

compensation levels 4.3% 4.8% 3.7% 4.1% 4.1% 4.6%

Net Periodic Pension Cost for the Years Ended December 31,

U.S. Plans Non-U.S. Plans Total

2012 2011 2012 2011 2012 2011

Discount rate 4.3% 5.5% 4.4% 4.9% 4.3% 5.2%

Rate of increase in future

compensation levels 4.8% 4.8% 4.2% 4.3% 4.6% 4.6%

Expected long-term rate of

return on plan assets 6.6% 6.4% 5.9% 6.5% 6.4% 6.4%

The Company uses the Citigroup Pension Discount Curve and matches points along the curve to the estimated future
benefit payments of the U.S. defined benefit plans to arrive at an effective discount rate. The discount rates for non-U.S.
defined benefit plans are based on benchmark rate indices specific to the respective countries and durations similar to
those of the plans' liabilities.

The Company expects to pay benefits under its defined benefit plans in future periods as detailed in the following table. The
expected benefits have been estimated based on the same assumptions used to measure the Company's benefit obligation
as of December 31, 2012 and include benefits attributable to future employee service.

Estimated Future Benefit Payments

U.S. Plans Non-U.S. Plans Total

2013 81.8 24.1 105.9

2014 83.1 23.7 106.8

2015 85.2 29.3 114.5

2016 87.6 29.3 116.9

2017 90.8 33.6 124.4

2018-2022 521.5 205.3 726.8
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Other Postretirement Plans

In addition to providing pension benefits, the Company provides certain health care and life insurance benefits for most
retired employees, primarily in the U.S. The cost of providing these benefits to retirees outside the U.S. is not significant.
Net periodic postretirement benefit cost included the following components:

Years Ended December 31,

2012 2011 2010

Net Periodic Postretirement Benefit Cost

Service cost $ 5.9 $ 5.1 $ 4.5

Interest cost 14.2 15.8 16.3

Amortization of prior service credits (4.7) (6.6) (6.8)

Amortization of actuarial losses 7.4 5.4 4.6

Total $ 22.8 $ 19.7 $ 18.6

Other changes in benefit obligations that were recognized in or reclassified from other comprehensive income included:

Years Ended December 31,

2012 2011

Amortization of prior service costs $ 4.7 $ 6.6

Amortization of loss (7.4) (5.4)

Net loss arising during the year 13.5 32.7

Total $ 10.8 $ 33.9

The reconciliation of the beginning and ending balances of the accumulated postretirement benefit obligation was as
follows:

December 31,

2012 2011

Accumulated postretirement benefit obligation

Accrued postretirement benefit obligation at beginning of year $ 345.8 $ 310.9

Service cost 5.9 5.1

Interest cost 14.2 15.8

Actuarial loss 13.5 32.7

Benefits paid (16.5) (18.7)

Accumulated postretirement benefit obligation at end of year $ 362.9 $ 345.8

Funded status of plans $ (362.9) $ (345.8)

Amounts recognized in the consolidated balance sheets

Current benefit liabilities $ (19.7) $ (20.0)

Noncurrent benefit liabilities (343.2) (325.8)

Total recognized liabilities $ (362.9) $ (345.8)

Amounts recognized in accumulated other comprehensive loss (pre-tax)

Prior service credit (5.2) (9.9)
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The Company expects to recognize $8.6 of net loss and $1.6 of net prior service credit as a component of net periodic
postretirement benefit cost in 2013.

The health care cost trend rate used in measuring the accumulated postretirement benefit obligation was 8.4% in 2012 and
was assumed to decrease gradually to 5.0% in 2033 and remain at that level thereafter. The health care cost trend rate
assumption has an effect on the amounts reported, but is offset by plan provisions that limit the Company's share of the
total postretirement health care benefits cost for the vast majority of participants. The Company's portion of the total annual
health care benefits cost is capped at specified dollar amounts for participants who retired in 1994 or later and such limits
are expected to be reached in all subsequent years. Increasing the assumed health care cost trend rate by one percentage
point in each year would increase the accumulated postretirement benefit obligation by 2.5% and the aggregate of the
service and interest cost components of net periodic postretirement benefit cost for 2012 by 1.4%. Decreasing the assumed
health care cost trend rates by one percentage point in each year would decrease the accumulated postretirement benefit
obligation by 1.9% and the aggregate of the service and interest cost components of net periodic postretirement benefit
cost for 2012 by 1.2%.

The discount rate used in determining the accumulated postretirement benefit obligation was 3.8% and 4.3% at December
31, 2012 and 2011, respectively. The Company uses the Citigroup Pension Discount Curve and matches points along the
curve to the estimated future benefit payments of the U.S. postretirement health care benefit plans to arrive at an effective
discount rate.

The Company funds most of the cost of the postretirement health care and life insurance benefits as incurred. Benefit
payments to retirees were $16.6 for the year ended December 31, 2012. Reimbursements received under Medicare Part D
were $1.5 for the year ended December 31, 2012. The Company expects to pay future benefits under its postretirement
health care and life insurance benefit plans and expects to receive reimbursements from annual Medicare Part D subsidy
as detailed in the following table. The expected payments have been estimated based on the same assumptions used to
measure the Company's postretirement benefit obligations as of December 31, 2012.

Estimated Estimated

Postretirement Benefit Medicare

Payments Subsidies

2013 20.0 1.8

2014 20.1 2.0

2015 20.4 2.1

2016 20.6 2.3

2017 20.8 2.6

2018-2022 107.0 16.9

Defined Contribution Plans

The Company has various defined contribution and savings plans covering certain employees. The Company made
matching contributions under defined contribution plans of $19.5, $22.9 and $20.6 for the years ended December 31, 2012,
2011 and 2010. The U.S. plan is the largest of the defined contribution and savings plans maintained by the Company.
Employer matching contributions for the U.S. defined contribution plan for the year ended December 31, 2012 were $16.0.
The Company expects to make additional contributions of $19.5 to all defined contribution plans during 2013.
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NOTE 16 - ACCUMULATED OTHER COMPREHENSIVE LOSS

A summary of the components of accumulated other comprehensive loss was as follows:

Foreign
currency

translation
adjustment

Unrealized net
gain (loss) on
available for

sale securities

Net gain (loss)
on cash flow

hedges

Unamortized
pension losses

and prior
service costs

Accumulated other
comprehensive
income (loss)

Balance at December 31, 2009 $ 204.8 $ (15.6) $ (9.8) $ (617.6) $ (438.2)

Foreign currency translation adjustments 12.6 12.6

Unrealized net loss on available for sale securities (12.3) (12.3)

Net gain on cash flow hedges 1 4.2 4.2

Pension and other postretirement benefit adjustments 2 (42.3) (42.3)

Balance at December 31, 2010 $ 217.4 $ (27.9) $ (5.6) $ (659.9) $ (476.0)

Foreign currency translation adjustments 10.7 10.7

Unrealized net gain on available for sale securities 12.4 12.4

Net loss on cash flow hedges 1 (2.0) (2.0)

Pension and other postretirement benefit adjustments 2 (262.4) (262.4)

Balance at December 31, 2011 $ 228.1 $ (15.5) $ (7.6) $ (922.3) $ (717.3)

Foreign currency translation adjustments (10.6) (10.6)

Unrealized net gain on available for sale securities 17.5 17.5

Net gain on cash flow hedges 1 4.1 4.1

Pension and other postretirement benefit adjustments 2 69.7 69.7

Balance at December 31, 2012 $ 217.5 $ 2.0 $ (3.5) $ (852.6) $ (636.6)

1Net of tax effect of $(2.4) in 2012, $1.1 in 2011 and $(2.4) in 2010. Tax effects of losses arising during the period and reclassification for gains included in
income are included in the table below.
2Net of tax effect of $(37.9) in 2012, $136.3 in 2011 and $33.1 in 2010. Tax effects of losses and gains arising during the period and amortization in net
income are included in the table below.

Years Ended December 31,

2012 2011 2010

Net gain (loss) on cash flow hedges:

Loss arising during the period $ 1.0 $ 3.3 $ 3.3

Less: reclassification for gain included in income (3.4) (2.2) (5.7)

Net unrealized (loss) gain on cash flow hedges (2.4) 1.1 (2.4)

Defined benefit plan adjustments:

Net (loss) gain arising during the period (8.3) 156.0 53.3

Less: amortization of pension adjustments in net income (29.6) (19.7) (20.2)

Defined benefit plans, net (37.9) 136.3 33.1

Total tax (expense) benefit $ (40.3) $ 137.4 $ 30.7
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NOTE 17 - COMMITMENTS AND CONTINGENCIES

Chapter 1 1 Related Matters

On May 15, 1995 (the ÒFiling DateÓ), the Company voluntarily filed for protection under Chapter 11 of the U.S. Bankruptcy
Code with the U.S. Bankruptcy Court for the Eastern District of Michigan, Northern Division in order to resolve the
Company's breast implant liabilities and related matters (the ÒChapter 11 ProceedingÓ). The Joint Plan of Reorganization
was confirmed in November 1999 and provides funding for the resolution of breast implant and other products liability
litigation covered by the Chapter 11 Proceeding through several settlement options or through litigation and for the
satisfaction of commercial creditor claims in the Chapter 11 Proceeding. The Company emerged from the Chapter 11
Proceeding on June 1, 2004 (the ÒEffective DateÓ) and is implementing its Joint Plan of Reorganization.

Breast Implant and Other Products Liability Claims

Products liability claims to be resolved by settlement are administered by a settlement facility (the ÒSettlement FacilityÓ), and
products liability claims to be resolved by litigation are defended by a litigation facility (the ÒLitigation FacilityÓ). Products
liability claimants choosing to litigate their claims are required to pursue their claims through litigation against the Litigation
Facility. Under the Joint Plan of Reorganization, the total amount of payments by the Company committed to resolve
products liability claims will not exceed a net present value of $2.35 billion determined as of the Effective Date using a
discount rate of 7%. Of this amount, no more than a net present value of $400.0 determined as of the Effective Date will be
used to fund the Litigation Facility.

Funding the Settlement and Litigation Facilities

The Company has an obligation to fund the Settlement Facility and the Litigation Facility (collectively, the ÒFacilitiesÓ) over a
16-year period, commencing at the Effective Date. The Company anticipates that it will be able to meet its remaining
payment obligations to the Facilities utilizing cash flow from operations, insurance proceeds and/or prospective borrowings.
If the Company is unable to meet its remaining obligations to fund the Facilities, the Company will also have access to a
ten-year unsecured revolving credit commitment, established by Dow Chemical and Corning, in an original maximum
aggregate amount of $300.0. Beginning June 1, 2009, the amount available decreases by $50.0 per year and will fully
expire June 1, 2014. As of December 31, 2012 the maximum aggregate amount available to the Company under this
revolving credit commitment was $100.0. As of December 31, 2012, the Company had not drawn any amounts against the
revolving credit commitment.

Funds are paid by the Company (a) to the Settlement Facility with respect to products liability claims, as such claims are
processed and allowed by the Settlement Facility and (b) via the Settlement Facility with respect to products liability claims
processed through the Litigation Facility, as such claims are resolved. Insurance settlements are paid by the Company
directly to the Settlement Facility or by the Company's insurers on behalf of the Company. The amount of funds paid by or
on behalf of the Company is subject to annual and aggregate funding limits. The Company has made payments of $1,709.0
to the Settlement Facility through December 31, 2012.

In accordance with the Joint Plan of Reorganization, and subject to the annual and aggregate funding limits, future
payments to the Settlement Facility will be made on a periodic basis as necessary to preserve the liquidity of the Settlement
Facility until such payment obligations cease as provided for in the Plan. Based on these funding agreements, the recorded
liability is adjusted to maintain the present value of $2.35 billion determined as of the Effective Date using a discount rate of
7% (ÒTime Value AdjustmentsÓ). The Company has made early payments to the Settlement Facility in advance of their due
dates and has recognized Time Value Adjustments for certain of those early payments consisting primarily of insurance
proceeds. The actual amounts payable and the timing of payments by the Company to the Settlement Facility are uncertain
and will be affected by, among other things, the rate at which claims are resolved by the Facilities, the rate at which
insurance proceeds are received by the Company from its insurers, the timing of premium payments, if any, to claimants,
and the degree to which Time Value Adjustments are recognized.
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As of December 31, 2012 and 2011, the Company's ÒImplant reserveÓ recorded in the consolidated balance sheets was
$1,609.4 and $1,595.2, respectively. These amounts reflect the Company's estimated remaining obligation to fund the
resolution of breast implant and other medical device claims pursuant to the Company's Joint Plan of Reorganization and
other breast implant litigation related matters.

During 2010, the Company recorded an out of period adjustment of $25.6 to reflect prior years' settlements of products
liability claims. The adjustment reduced the Company's liability to fund the Settlement Facility as recorded in ÒImplant
reserveÓ on the consolidated balance sheet and increased ÒOther nonoperating expenses, netÓ on the consolidated
statement of income. The adjustment increased the Company's pretax income by $25.6 and net income by $16.1.

Insurance Proceeds - London Market Insurers

The London Market Insurers (the ÒLMI ClaimantsÓ) have claimed a reimbursement right with respect to a portion of
insurance proceeds based on a theory that the LMI Claimants overestimated the Company's products liability. As of
December 31, 2010, the Company had estimated its liability to be between $10.0 and $20.0. During the period ended
March 31, 2011, the Company and the LMI Claimants settled for an amount within that range. The settlement amount was
paid during the period ended June 30, 2011.

Insurance Allocation Agreement between the Company and Dow Chemical

A number of the products liability insurance policies relevant to claims against the Company name the Company and Dow
Chemical as co-insureds (the ÒShared Insurance AssetsÓ). In order to resolve issues related to the amount of the Shared
Insurance Assets that would be available to the Company for resolution of its products liability claims, the Company and
Dow Chemical entered into an insurance allocation agreement. Under this agreement, 25% of certain of the Shared
Insurance Assets were paid by the Company to Dow Chemical subsequent to the Effective Date. The maximum amount
payable under the agreement was $285.0. As of December 31, 2012, $282.9 had been paid to Dow Chemical and $2.1 was
reflected in ÒOther noncurrent liabilities.Ó

In accordance with the agreement, a portion of any such amounts paid to Dow Chemical, to the extent not offset by certain
qualifying product liability claims paid by Dow Chemical, will be paid over to the Company after the expiration of a 17.5-year
period commencing on the Effective Date. As of December 31, 2012, Dow Chemical had given notice to the Company that
it has thus far incurred $165.7 of potentially qualifying claims.

Commercial Creditor Issues

The Joint Plan of Reorganization provides that each of the Company's commercial creditors (the ÒCommercial CreditorsÓ)
would receive in cash the sum of (a) an amount equal to the principal amount of their claims and (b) interest on such
claims. The actual amount of interest that will ultimately be paid to these Commercial Creditors is uncertain due to
pending litigation between the Company and the Commercial Creditors regarding the appropriate interest rates to be
applied to outstanding obligations from the Filing Date through the Effective Date (the ÒPendency InterestÓ) as well as the
presence of any recoverable fees, costs and expenses.
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The Company's position is that (a) Pendency Interest should be (i) an amount determined by applying non-default rates of
interest for floating rate obligations in accordance with the formulas in the relevant contracts, except that the aggregate
amount of interest cannot be less than that resulting from the application of a fixed rate of 6.28% through the Effective Date
and (ii) the higher of the relevant contract rates or 6.28% for all other obligations to the Commercial Creditors through the
Effective Date, (b) interest payable to the Commercial Creditors for periods following the Effective Date should be computed
at 5% and (c) default interest rates should not apply (the ÒCompany's PositionÓ). The Commercial Creditors' position is that
(a) Pendency Interest should be an amount determined by applying default rates of interest with respect to amounts
overdue under the terms of the relevant debt and commercial agreements until the Effective Date, (b) interest payable to
the Commercial Creditors for periods following the Effective Date should be computed at 5% and (c) certain of the
Commercial Creditors are entitled to unspecified fees, costs and expenses. The Company has paid to the Commercial
Creditors an amount of interest that the Company considers to be undisputed, which was calculated by application of the
Company's Position (the ÒUndisputed PortionÓ).

In July 2006, the U.S. Court of Appeals for the Sixth Circuit concluded that there is a general presumption that contractually
specified default interest should be paid by a solvent debtor to unsecured creditors (the ÒInterest Rate PresumptionÓ) and
permitting the Company's Commercial Creditors to recover fees, costs and expenses where allowed by relevant loan
agreements and state law. The matter was remanded to the U.S. District Court for the Eastern District of Michigan for
further proceedings, including rulings on the facts surrounding specific claims and consideration of any equitable factors
that would preclude the application of the Interest Rate Presumption.

As of December 31, 2012, the Company has paid approximately $1.5 billion to the Commercial Creditors, representing
principal and the Undisputed Portion. As of December 31, 2012, the Company has estimated its liability payable to the
Commercial Creditors to be within a range of $89.8 to $294.2. However, no single amount within the range appears to be a
better estimate than any other amount within the range. Therefore, the Company has recorded the minimum liability within
the range. As of December 31, 2012 and 2011, the amount of interest included in ÒAccrued interestÓ recorded in the
consolidated balance sheets related to the Company's potential obligation to pay additional interest to its Commercial
Creditors in the Chapter 11 Proceeding was $88.3 and $84.0, respectively. The actual amount of interest that will be paid to
these creditors is uncertain and will ultimately be resolved through continued proceedings in the District Court.

Risks and Uncertainties

While the Company does not anticipate a need to further revise amounts recorded in its consolidated financial statements
for these Chapter 11 related matters, as additional facts and circumstances develop, it is at least reasonably possible that
amounts recorded in the Company's consolidated financial statements may be revised. Future revisions, if required, could
have a material effect on the Company's financial position or results of operations in the period or periods in which such
revisions are recorded. Since any specific future developments, and the impact such developments might have on amounts
recorded in the Company's consolidated financial statements, are unknown at this time, an estimate of possible future
adjustments cannot be made.

Environmental Matters

The Company was previously advised by the United States Environmental Protection Agency (ÒEPAÓ) or by similar state
and non-U.S. national regulatory agencies that the Company, together with others, is a Potentially Responsible Party
(ÒPRPÓ) with respect to a portion of the cleanup costs and other related matters involving a number of waste disposal sites.
Management believes that there are 25 sites at which the Company may have some liability, although management expects
to settle the Company's liability for 10 of these sites for amounts that are not material.
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Based upon preliminary estimates by the EPA or the PRP groups formed with respect to these sites, the aggregate
liabilities for all PRP's at those sites at which management believes the Company may have more than a de minimis liability
is $31.1. Management cannot estimate the aggregate liability for all PRP's at all of the sites at which management expects
the Company has a de minimis liability. The Company records accruals for environmental matters when it is probable that a
liability has been incurred and the Company's costs can be reasonably estimated. The amount accrued for environmental
matters was $4.8 and $4.9 as of December 31, 2012 and 2011, respectively.

As additional facts and circumstances develop, it is at least reasonably possible that the accrued liability related to
environmental matters may be revised. While there are a number of uncertainties with respect to the Company's estimate of
its ultimate liability for cleanup costs at these waste disposal sites, management believes that any costs incurred in excess
of those accrued will not have a material adverse impact on the Company's consolidated financial statements. This opinion
is based upon the number of identified PRP's at each site, the number of such PRP's that are believed by management to
be financially capable of paying their share of the ultimate liability, and the portion of waste sent to the sites for which
management believes the Company might be held responsible based on available records.

Other Regulatory Matters

Companies that manufacture and sell chemical products may experience risks under current or future laws and regulations
which may result in significant costs and liabilities. The Company routinely conducts health, toxicological and environmental
tests of its products. The Company cannot predict what future regulatory or other actions, if any, may be taken regarding
the Company's products or the consequences of their production and sale. Such actions could result in significant losses,
and there can be no assurance that significant losses would not be incurred. However, based on currently available
information, the Company does not believe that any such actions would have a material adverse impact on the Company's
financial statements.

Other Legal Matters

The Company is subject to various claims and lawsuits that arise during the normal course of business, including matters
relating to commercial disputes, product liability, governmental regulation and other actions. With the exception of the
possible effects of the China Trade Matters discussed in Note 3, the Company believes that the possibility is remote that
resolution of all presently pending matters would have a material adverse impact on the Company's consolidated financial
statements.

Leases

The Company leases certain real and personal property under agreements that generally require the Company to pay for
maintenance, insurance and taxes. For the years ended December 31, 2012, 2011 and 2010 lease expense was $53.9,
$55.9 and $51.8, respectively. The minimum future lease payments required under noncancellable operating leases at
December 31, 2012 in the aggregate, are $184.7 including the following amounts due in each of the next five years: 2013 -
$46.8, 2014 - $30.2, 2015 - $23.0, 2016 - $19.9 and 2017 - $16.9.
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NOTE 18 - RELATED PARTY TRANSACTIONS

The Company has transactions in the normal course of business with its shareholders, Dow Chemical and Corning and
their affiliates. The following tables summarize related party transactions and balances with the Company's shareholders:

Years Ended December 31,

2012 2011 2010

Sales to Dow Chemical $ 6.9 $ 11.8 $ 14.4

Sales to Corning 23.3 22.3 19.3

Purchases from Dow Chemical 65.3 69.3 68.1

December 31,

2012 2011

Accounts receivable from Dow Chemical $ 0.3 $ 0.5

Accounts receivable from Corning 1.0 1.2

Accounts payable to Dow Chemical 2.9 3.8

Amounts shown as payables to Dow Chemical exclude the balance owed under the insurance allocation agreement
disclosed in Note 17. In addition, the Company has transactions in the normal course of business with nonconsolidated
affiliates and noncontrolling shareholders. The following tables summarize related party transactions and balances with
nonconsolidated affiliates and noncontrolling shareholders:

Years Ended December 31,

2012 2011 2010

Sales to nonconsolidated affiliates and
noncontrolling shareholders $ 612.4 $ 714.9 $ 483.9

Purchases from nonconsolidated affiliates and
noncontrolling shareholders 268.8 328.2 275.9

December 31,

2012 2011

Accounts receivable from nonconsolidated
affiliates and noncontrolling shareholders $ 66.5 $ 78.0

Accounts payable to nonconsolidated affiliates
and noncontrolling shareholders 9.9 13.5

In addition, the Company loans excess funds to Toray Industries, Inc., which is the noncontrolling shareholder of one of the
Company's non-wholly owned consolidated subsidiaries. The amount of loans receivable at December 31, 2012 and 2011
was $39.6 and $92.2, respectively. These balances are included in ÒNotes and other receivablesÓ in the consolidated
balance sheets.

In November 2012, a majority owned subsidiary received a loan from the noncontrolling shareholder, Wacker Chemie AG.
The loan bears interest at 4.5% and is due in November 2021. In December 2012, the majority owned subsidiary received
an additional loan from Wacker Chemie AG, which also bears interest at 4.5% and is due in November 2020. The
outstanding balance of these loans was 705.0 Renminbi ($112.2 U.S. dollars) at December 31, 2012. The loan balances
are included in ÒOther noncurrent liabilitiesÓ in the consolidated balance sheets.
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