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requirements for the past 90 days.    Yes  ☒    No  ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).    Yes  ☒    No  ☐

Indicate by checkmark whether the Registrant is a large accelerated filer, an accelerated filer, non-accelerated filer,
smaller reporting company or emerging growth company.  See definitions of “large accelerated filer”, “accelerated filer,”
smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Act.

Large accelerated filer ☐ Accelerated filer ☐

Non-accelerated filer (don’t check if smaller reporting company) ☒  Smaller reporting company ☐
Emerging growth company ☐
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ☐    No  ☒

Number of shares of the Registrant’s common stock outstanding on August 3, 2018: 339,185,449
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VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions)

December 31,
2017

June 30,
2018
(unaudited)

ASSETS
Current assets:
Cash and cash equivalents $ 435.7 $ 554.5
Restricted cash equivalents 16.1 14.4
Marketable securities 3.0 1.6
Accounts and other receivables, net 365.8 411.6
Land held for development 16.5 15.1
Inventories, net 398.4 429.4
Other current assets 15.5 16.6
Current assets of discontinued operations 11.2 —
Total current assets 1,262.2 1,443.2
Other assets:
Marketable securities 255.7 256.8
Investment in TiO2 manufacturing joint venture 86.5 80.3
Goodwill 379.7 379.7
Deferred income taxes 119.8 98.6
Other assets 174.1 175.5
Noncurrent assets of discontinued operations 40.8 —
Total other assets 1,056.6 990.9
Property and equipment:
Land 47.0 46.6
Buildings 261.6 253.7
Equipment 1,150.8 1,155.7
Mining properties 35.0 31.8
Construction in progress 58.3 37.9

1,552.7 1,525.7
Less accumulated depreciation 964.0 958.9
Net property and equipment 588.7 566.8
Total assets $ 2,907.5 $ 3,000.9

- 3 -
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VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)

(In millions)

December 31,
2017

June 30,
2018
(unaudited)

LIABILITIES AND EQUITY
Current liabilities:
Current maturities of long-term debt $ 1.6 $ 1.6
Accounts payable and accrual liabilities 257.1 337.1
Income taxes 25.1 44.9
Current liabilities of discontinued operations 47.3 —
Total current liabilities 331.1 383.6
Noncurrent liabilities:
Long-term debt 1,041.5 1,061.7
Deferred income taxes 183.2 157.6
Payable to affiliates 70.1 64.0
Accrued pension costs 266.4 257.5
Accrued environmental remediation and related costs 110.7 101.3
Accrued postretirement benefits costs 11.3 10.7
Other liabilities 73.6 94.1
Noncurrent liabilities of discontinued operations 52.9 —
Total noncurrent liabilities 1,809.7 1,746.9
Equity:
Valhi stockholders’ equity:
Preferred stock 667.3 667.3
Common stock 3.6 3.6
Additional paid-in capital — —
Retained earnings (deficit) (17.9 ) 72.6
Accumulated other comprehensive loss (179.0 ) (185.2 )
Treasury stock, at cost (49.6 ) (49.6 )
Total Valhi stockholders’ equity 424.4 508.7
Noncontrolling interest in subsidiaries 342.3 361.7
Total equity 766.7 870.4
Total liabilities and equity $ 2,907.5 $ 3,000.9

Commitments and contingencies (Notes 14 and 17)

See accompanying Notes to Condensed Consolidated Financial Statements.
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VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In millions, except per share data)

Three months
ended
June 30,

Six months ended
June 30,

2017 2018 2017 2018
(unaudited)

Revenues and other income:
Net sales $481.8 $510.2 $887.1 $ 976.2
Other income, net 3.8 19.3 11.4 39.7
Total revenues and other income 485.6 529.5 898.5 1,015.9
Costs and expenses:
Cost of sales 338.0 326.2 626.7 606.9
Selling, general and administrative 66.1 79.5 129.6 159.7
Litigation settlement expense, net — 62.0 — 62.0
Other components of net periodic pension and OPEB expense

4.3 3.8 8.4 7.5
Interest 14.7 16.0 29.2 31.4
Total costs and expenses 423.1 487.5 793.9 867.5
Income from continuing operations before income taxes

62.5 42.0 104.6 148.4
Income tax expense (benefit) (100.8) 22.0 (82.2 ) 58.2
Net income from continuing operations 163.3 20.0 186.8 90.2
Income (loss) from discontinued operations (108.2) .4 (109.9 ) 38.0
Net income 55.1 20.4 76.9 128.2
Noncontrolling interest in net income of subsidiaries 46.3 8.7 55.4 27.2
Net income attributable to Valhi stockholders $8.8 $11.7 $21.5 $ 101.0

Amount attributable to Valhi stockholders:
Income from continuing operations $117.0 $11.3 $131.4 63.0
Income (loss) from discontinued operations (108.2) .4 (109.9 ) 38.0
Net income attributable to Valhi stockholders $8.8 11.7 $21.5 $ 101.0

Basic and diluted net income per share:
Income from continuing operations $.35 $.03 $.38 $ .18
Income (loss) from discontinued operations (.32 ) — (.32 ) .11
Net income attributable to Valhi stockholders $.03 $.03 $.06 $ .29

Cash dividends per share $.02 $.02 $.04 $ .04

Basic and diluted weighted average shares outstanding 342.0 342.0 342.0 342.0
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VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In millions)

Three months

ended June
30,

Six months
ended June 30,

2017 2018 2017 2018
(unaudited)

Net income $55.1 $20.4 $76.9 $128.2
Other comprehensive income (loss), net of tax:
Currency translation 12.6 (22.9) 20.1 (13.1 )
Marketable securities (.5 ) — (.8 ) (.1 )
Interest rate swap (.4 ) — .1 —
Defined benefit pension plans .8 2.5 3.6 5.1
Other postretirement benefit plans (.2 ) (.2 ) (.4 ) (.5 )
Total other comprehensive income (loss), net 12.3 (20.6) 22.6 (8.6 )
Comprehensive income (loss) 67.4 (.2 ) 99.5 119.6
Comprehensive income attributable to noncontrolling interest 49.2 3.2 61.0 24.9
Comprehensive income (loss) attributable to

  Valhi stockholders $18.2 $(3.4 ) $38.5 $94.7

See accompanying Notes to Condensed Consolidated Financial Statements.

- 6 -

Edgar Filing: VALHI INC /DE/ - Form 10-Q

10



VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

Six months
ended
June 30,
2017 2018
(unaudited)

Cash flows from operating activities:
Net income $76.9 $128.2
Depreciation and amortization 33.2 28.9
Benefit plan expense greater than cash funding 4.6 3.4
Deferred income taxes (183.9) 37.2
Gain on sale of WCS — (58.4 )
Gain on land sales — (12.5 )
Distributions from Ti02 manufacturing joint venture, net 8.4 4.8
Long-lived asset impairment 170.6 —
Other, net 1.5 6.6
Change in assets and liabilities:
Accounts and other receivables, net (77.8 ) (64.5 )
Inventories, net 22.6 (41.7 )
Land held for development, net 3.1 (1.2 )
Accounts payable and accrued liabilities 8.8 62.7
Accounts with affiliates .3 25.4
Income taxes 5.8 20.1
Other, net 14.6 20.7
Net cash provided by operating activities 88.7 159.7
Cash flows from investing activities:
Capital expenditures (30.5 ) (27.6 )
Cash, cash equivalents and restricted cash and cash equivalents of discontinued operations

  at time of sale — (28.9 )
Capitalized permit costs (2.2 ) —
Proceeds from sale of land — 19.5
Purchases of marketable securities (5.6 ) (3.7 )
Disposals of marketable securities 5.5 3.9
Other, net — .1
Net cash used in investing activities (32.8 ) (36.7 )
Cash flows from financing activities:
Indebtedness:
Borrowings 175.7 —
Principal payments (148.9) (3.7 )
Deferred financing costs paid (.2 ) —
Valhi cash dividends paid (13.6 ) (13.6 )
Distributions to noncontrolling interest in subsidiaries (7.0 ) (7.9 )
Net cash provided by (used in) financing activities 6.0 (25.2 )
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Cash, cash equivalents and restricted cash and cash equivalents - net change from:
Operating, investing and financing activities 61.9 97.8
Effect of exchange rates on cash 8.6 (9.3 )
Balance at beginning of period 196.5 489.4
Balance at end of period $267.0 $577.9
Supplemental disclosures:
Cash paid for:
Interest, net of capitalized interest $30.0 $31.0
Income taxes, net 26.3 5.9
Noncash investing activities:
Change in accruals for capital expenditures 4.0 1.0
Noncash financing activities:
Trade payable to affiliate converted to indebtedness — 36.3
Indebtedness borrowings paid directly to lender to settle refinanced indebtedness 9.3 —
Indebtedness principal payments paid directly by lender (8.4 ) —
Indebtedness borrowings paid directly to lender for debt issuance costs (.9 ) —
See accompanying Notes to Condensed Consolidated Financial Statements.
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VALHI, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF EQUITY

Six months ended June 30, 2018

(In millions)

(unaudited)

Valhi Stockholders’ Equity

Preferred
stock

Common
stock

Additional
paid-in
capital

Retained
earnings
(deficit)

Accumulated
other
comprehensive
loss

Treasury
stock

Non-
controlling
interest

Total
equity

Balance at December 31, 2017 $667.3 $ 3.6 $ −− $ (17.9 ) $ (179.0 ) $ (49.6 ) $ 342.3 $766.7
Change in accounting principle –
ASU 2014-09 −− −− −− 2.7 −− −− 2.3 5.0
Balance at January 1, 2018, as
adjusted 667.3 3.6 −− (15.2 ) (179.0 ) (49.6 ) 344.6 771.7

Net income −− −− −− 101.0 −− −− 27.2 128.2
Other comprehensive loss, net −− −− −− −− (6.2 ) −− (2.4 ) (8.6 ) 
Cash dividends −− −− (.4 ) (13.2 ) −− (7.9 ) (21.5 )
Other, net −− −− .4 −− −− −− .2 .6
Balance at June 30, 2018 $667.3 $ 3.6 $ −− $ 72.6 $ (185.2 ) $ (49.6 ) $ 361.7 $870.4

See accompanying Notes to Condensed Consolidated Financial Statements.
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VALHI, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2018

(unaudited)

Note 1—Organization and basis of presentation:

Organization— We are majority owned by a wholly-owned subsidiary of Contran Corporation (“Contran”), which owns
approximately 92% of our outstanding common stock at June 30, 2018.  All of Contran's outstanding voting stock is
held by a family trust established for the benefit of Lisa K. Simmons and Serena Simmons Connelly and their
children, for which Ms. Simmons and Ms. Connelly are co-trustees, or is held directly by Ms. Simmons and Ms.
Connelly or entities related to them.  Consequently, Ms. Simmons and Ms. Connelly may be deemed to control
Contran and us.

Basis of Presentation—Consolidated in this Quarterly Report are the results of our majority-owned and wholly-owned
subsidiaries, including NL Industries, Inc., Kronos Worldwide, Inc., CompX International Inc., Tremont LLC, Basic
Management, Inc. (“BMI”) and The LandWell Company (“LandWell”).  Kronos (NYSE: KRO), NL (NYSE: NL), and
CompX (NYSE American: CIX) each file periodic reports with the Securities and Exchange Commission (“SEC”).  In
January 2018, we sold Waste Control Specialists LLC (“WCS”).  See Note 3.

The unaudited Condensed Consolidated Financial Statements contained in this Quarterly Report have been prepared
on the same basis as the audited Consolidated Financial Statements included in our Annual Report on Form 10-K for
the year ended December 31, 2017 that we filed with the SEC on March 15, 2018 (the “2017 Annual Report”). In our
opinion, we have made all necessary adjustments (which include only normal recurring adjustments, other than the
gain on the sale of WCS recognized in the first quarter of 2018 as discussed in Note 3), in order to state fairly, in all
material respects, our consolidated financial position, results of operations and cash flows as of the dates and for the
periods presented. We have condensed the Consolidated Balance Sheet at December 31, 2017 contained in this
Quarterly Report as compared to our audited Consolidated Financial Statements at that date, and we have omitted
certain information and footnote disclosures (including those related to the Consolidated Balance Sheet at December
31, 2017) normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”). Our results of operations for the interim periods ended June 30,
2018 may not be indicative of our operating results for the full year.  The Condensed Consolidated Financial
Statements contained in this Quarterly Report should be read in conjunction with our 2017 Consolidated Financial
Statements contained in our 2017 Annual Report.

Unless otherwise indicated, references in this report to “we,” “us” or “our” refer to Valhi, Inc. and its subsidiaries (NYSE:
VHI), taken as a whole.

Note 2—Business segment information:
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Business segment Entity
% controlled at
June 30, 2018

Chemicals Kronos  80 % 
Component products CompX  87 % 
Real estate management and development BMI and LandWell 63% - 77 %

- 9 -
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Our control of Kronos includes 50% we hold directly and 30% held directly by NL. We own 83% of NL. Our control
of CompX is through NL. We own 63% of BMI.  Our control of LandWell includes the 27% we hold directly and
50% held by BMI.  

Three months ended
June 30,

Six months ended
June 30,

2017 2018 2017 2018
(unaudited)
(In millions)

Net sales:
Chemicals $441.4 $471.8 $ 811.2 $ 902.2
Component products 30.1 32.4 60.0 60.8
Real estate management and development 10.3 6.0 15.9 13.2
Total net sales $481.8 $510.2 $ 887.1 $ 976.2
Cost of sales:
Chemicals $309.6 $300.5 $ 573.8 $ 556.6
Component products 20.5 21.2 40.8 40.1
Real estate management and development 7.9 4.5 12.1 10.2
Total cost of sales $338.0 $326.2 $ 626.7 $ 606.9
Gross margin:
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