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Part 1. Financial Information

Item 1. Financial Statements
CABOT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
UNAUDITED
Three Months Ended March 31 Six Months Ended March 31
2019 2018 2019 2018
(In millions, except per share amounts)
Net sales and other operating revenues $ 844  $ 818 $ 1,665 $ 1,538
Cost of sales 666 630 1,321 1,174
Gross profit 178 188 344 364
Selling and administrative expenses 70 79 143 149
Research and technical expenses 15 16 31 31
Specialty Fluids held for sale assets impairment (Note D) 20 — 20 —
Purification Solutions long-lived assets impairment (Note F) — 162 — 162
Purification Solutions goodwill impairment (Note F) — 92 — 92
Income (loss) from operations 73 (161) 150 (70)
Interest and dividend income 2 3 4 6
Interest expense (14) (14) (29) 27)
Other income (expense) (12) 1 (6) 12
Income (loss) from continuing operations before income taxes
and equity in earnings of affiliated companies 49 (171) 119 (79)
(Provision) benefit for income taxes (20) 7 (13) (198)
Equity in earnings of affiliated companies, net of tax — 1 — 2
Net income (loss) 29 (163) 106 (275)
Net income (loss) attributable to noncontrolling interests, net
of tax 6 10 14 20
Net income (loss) attributable to Cabot Corporation $ 23 $ (173) $ 92 3 (295)
Weighted-average common shares outstanding:
Basic 59.1 61.8 59.5 61.8
Diluted 59.3 61.8 59.7 61.8
Earnings per common share:
Basic $ 039 % (2.80) $ 1.53  § (4.78)
Diluted $ 039 $ (2.80) § 153  $ (4.78)
Dividends per common share $ 033 § 0315 $ 0.66 $ 0.63

The accompanying notes are an integral part of these consolidated financial statements.
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CABOT CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
UNAUDITED

Three Months Ended March 31 Six Months Ended March 31
2019 2018 2019 2018
(In millions)

Net income (loss) $ 29 $ (163) $ 106 $ (275)
Other comprehensive income (loss), net of tax
Foreign currency translation adjustment, net of tax (provision)
benefit of $(1), $2, $(3) and $4 8 59 (16) 59
Derivatives: net investment hedges
(Gains) losses reclassified to interest expense, net of tax
provision (benefit) of $1, $—, $1 and $— (1) (1) 2) 2)
(Gains) losses excluded from effectiveness testing and amortized to
interest expense, net of tax provision (benefit) of $(1), $—, $(1) and $— — — — —
Pension and other postretirement benefit liability adjustments
Pension and other postretirement benefit liability

adjustments arising during the period, net of tax — — 22 —
Other comprehensive income (loss) 7 58 4 57
Comprehensive income (loss) 36 (105) 110 (218)
Net income (loss) attributable to noncontrolling interests, net
of tax 6 10 14 20
Foreign currency translation adjustment attributable to
noncontrolling interests, net of tax 2 4 2 7
Comprehensive income (loss) attributable to noncontrolling
interests, net of tax 8 14 16 27
Comprehensive income (loss) attributable to Cabot Corporation $ 28 $ (119) $ 9 $ (245)

The accompanying notes are an integral part of these consolidated financial statements.
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Current assets:

Cash and cash equivalents
Accounts and notes receivable, net of reserve for doubtful
accounts of $5 and $7

Inventories:

Raw materials
Work in process
Finished goods
Other

Prepaid expenses and other current assets

Total inventories

Assets held for sale

Goodwill

Total current assets
Property, plant and equipment, net

Equity affiliates
Intangible assets, net
Assets held for rent
Deferred income taxes

Other assets
Total assets

CABOT CORPORATION
CONSOLIDATED BALANCE SHEETS

ASSETS
UNAUDITED

5

March 31, 2019

September 30, 2018

(In millions)

176  § 175
555 637
139 129

1 3
363 329
51 50
554 511
59 63
179 —
1,523 1,386
1,297 1,296
91 93
38 52
93 98
— 118
158 134
72 67
3272 § 3,244

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



CABOT CORPORATION
CONSOLIDATED BALANCE SHEETS
LIABILITIES AND STOCKHOLDERS’ EQUITY
UNAUDITED

Current liabilities:
Short-term borrowings
Accounts payable and accrued liabilities
Income taxes payable
Current portion of long-term debt
Liabilities held for sale
Redeemable preferred stock
Total current liabilities
Long-term debt
Deferred income taxes
Other liabilities
Commitments and contingencies (Note I)
Stockholders' equity:
Preferred stock:
Authorized: 2,000,000 shares of $1 par value
Issued and Outstanding: None and none
Common stock:
Authorized: 200,000,000 shares of $1 par value
Issued: 58,644,974 and 60,566,375 shares
Outstanding: 58,449,603 and 60,366,569 shares
Less cost of 195,371 and 199,806 shares of common treasury stock
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (loss)
Total Cabot Corporation stockholders' equity
Noncontrolling interests
Total stockholders' equity
Total liabilities and stockholders' equity

March 31, 2019

September 30, 2018

(In millions, except share
and per share amounts)

576 $ 249
529 613
2 29
5 35
21 —
— 26
1,133 952
672 719
42 42
193 252
59 61
(7 @)
1,367 1,417
(315) (317)
1,104 1,154
128 125
1,232 1,279
3272 § 3,244

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

6



CABOT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
UNAUDITED

Cash Flows from Operating Activities:
Net income (loss)
Adjustments to reconcile net income (loss) to cash provided by operating activities:
Depreciation and amortization
Impairment of held for sale assets
Impairment of investment in equity affiliate
Long-lived assets impairment charge
Goodwill impairment charge
Deferred tax provision (benefit)
Gain on sale of investments
Employee benefit plan settlement
Gain on sale of land
Equity in net income of affiliated companies
Non-cash compensation
Other non-cash (income) expense
Changes in assets and liabilities:
Accounts and notes receivable
Inventories
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Income taxes payable
Other liabilities
Cash dividends received from equity affiliates
Cash provided (used) by operating activities

Cash Flows from Investing Activities:
Additions to property, plant and equipment
Cash paid for acquisition of business, net of cash acquired of $— and $1
Proceeds from sale of investments
Proceeds from sale of land
Other
Cash used by investing activities

Cash Flows from Financing Activities:
Borrowings under financing arrangements
Proceeds from (repayments of) issuance of commercial paper, net
Repayments of long-term debt
Repayments of redeemable preferred stock
Purchases of common stock
Proceeds from sales of common stock
Cash dividends paid to noncontrolling interests
Cash dividends paid to common stockholders
Cash provided (used) by financing activities
Effects of exchange rate changes on cash
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Six Months Ended March 31

2019

(In millions)

$ 106 75)
73 79
20 —
1 —
— 162
— 92
(29) 157
— (10)

6 —
— (11)
— 2)

7 12
(1) 14
39 (87)
(51) (61)
@) (12)
(77) 33
1) 1
(27) (18)

2 7
51 81
97) (109)
— (64)
— 10
- 13
(1) )
(98) (157)
29 2
297 258
(75) (251)
(25) —

(112) (16)

1 1
(17) (6)
(40) (39)
58 (51)
(10) 26

1 (101)
175 280

$ 176 179

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



CABOT CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

UNAUDITED
Accumulated Total Cabot
Common Stock, Net of Additional Other Corporation Total
Treasury Stock Paid-in Retained Comprehensive  Stockholders’ Noncontrolling Stockholders’
Shares Cost Capital Earnings Income (Loss) Equity Interests Equity
(In millions, except share amounts)

Balance at September 30, 2018 60,367 $ 54 $ — $ 1417 $ 317) $ 1,154 $ 125 % 1,279
Net income (loss) 69 69 8 77
Total other comprehensive income (loss) 3) 3) 3)
Cash dividends paid:

Common stock, $0.33 per share (20) (20) (20)
Issuance of stock under equity compensation
plans 344 — — — —
Amortization of share-based compensation 5 5 5
Purchase and retirement of common stock (1,201) (1) ) (56) (62) (62)
Balance at December 31, 2018 59,510 53 — 1,410 (320) 1,143 133 1,276
Net income (loss) 23 23 6 29
Total other comprehensive income (loss) 5 5 2 7
Cash dividends declared to noncontrolling
interests (13) (13)
Cash dividends paid:

Common stock, $0.33 per share (20) (20) (20)
Issuance of stock under equity compensation
plans 41 1 — 1 1
Amortization of share-based compensation 2 2 2
Purchase and retirement of common stock (1,101) 2) 2) (46) (50) (50)
Balance at March 31, 2019 58,450 $ 52 % — $ 1,367 $ (315) $ 1,104 $ 128 § 1,232

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

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

UNAUDITED
Accumulated Total Cabot
Common Stock, Net of Additional Other Corporation Total
Treasury Stock Paid-in Retained Comprehensive  Stockholders’ Noncontrolling Stockholders’
Shares Capital Earnings Income (Loss) Equity Interests Equity
(In millions, except share amounts)

Balance at September 30, 2017 61,884 $ 56 $ — $ 1,707 § 259) $ 1,504 $ 121 $ 1,625
Net income (loss) (122) (122) 10 (112)
Total other comprehensive income (loss) “4) “4) 3 (1)
Cash dividends paid:

Common stock, $0.315 per share (20) (20) (20)
Cash dividends declared to noncontrolling
interests (10) (10)
Issuance of stock under equity compensation
plans 178 — — — —
Amortization of share-based compensation 6 6 6
Purchase and retirement of common stock (265) — 6) (10) (16) (16)
Balance at December 31, 2017 61,797 56 — 1,555 (263) 1,348 124 1,472
Net income (loss) (173) (173) 10 (163)
Total other comprehensive income (loss) 54 54 4 58
Cash dividends paid:

Common stock, $0.315 per share (19) (19) (11) (30)
Issuance of stock under equity compensation
plans 30 — 1 1 1
Amortization of share-based compensation 6 6 6
Purchase and retirement of common stock (8) (1) (7) 7 (1) (1)
Balance at March 31, 2018 61,819 $ 55 % — $ 1370 $ (209) $ 1,216 $ 127§ 1,343

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



CABOT CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2019
UNAUDITED

A. Basis of Presentation

The consolidated financial statements have been prepared in conformity with accounting policies generally accepted in the United States (“U.S.”) and
include the accounts of Cabot Corporation (“Cabot” or the “Company”) and its wholly owned subsidiaries and majority-owned and controlled U.S. and non-
U.S. subsidiaries. Additionally, Cabot considers consolidation of entities over which control is achieved through means other than voting rights. Intercompany
transactions have been eliminated in consolidation.

The unaudited consolidated financial statements have been prepared in accordance with the requirements of Form 10-Q and consequently do not
include all disclosures required by Form 10-K. Additional information may be obtained by referring to Cabot’s Annual Report on Form 10-K for its fiscal
year ended September 30, 2018 (“2018 10-K”).

The financial information submitted herewith is unaudited and reflects all adjustments which are, in the opinion of management, necessary to provide
a fair statement of the results for the interim periods ended March 31, 2019 and 2018. All such adjustments are of a normal recurring nature. The results for
interim periods are not necessarily indicative of the results to be expected for the fiscal year.

Effective October 1, 2018, the Company adopted the new revenue recognition standard that amended the pre-existing accounting standard for revenue
recognition. The Company used a modified retrospective approach, which is discussed in further detail in Note B.

Effective October 1, 2018, the Company adopted the new pension standard that amended the requirements on the presentation of net periodic pension
and postretirement benefit costs. The Company used a retrospective transition method to reclassify net periodic benefit cost, other than the service
component, from Cost of sales, Selling and administrative expenses and Research and technical expenses to Other income (expense) in the Consolidated
Statements of Operations for the prior periods presented, which is discussed in further detail in Note B.

In October 2018, the Company realigned its business reporting structure under the Performance Chemicals segment and now combines the specialty
carbons, fumed metal oxides and aerogel product lines into the Performance Additives business, and the specialty compounds and inkjet product lines into the
Formulated Solutions business. Prior period Performance Chemicals segment revenue results have been recast to reflect the realignment.

In January 2019, the Company entered into an agreement to sell its Specialty Fluids business to Sinomine (Hong Kong) Rare Metals Resources Co.
Limited, a wholly owned subsidiary of Sinomine Resource Group Co., Ltd. (“Sinomine”). In light of this impending transaction, the assets and liabilities of
the Specialty Fluids business are included in Assets held for sale and Liabilities held for sale in the Consolidated Balance Sheet as of March 31, 2019. The
sale of the Specialty Fluids business does not meet the criteria to be reported as a discontinued operation and, therefore, prior periods’ consolidated financial
statements and disclosures have not been recast. Refer to Note D for further details regarding the pending sale of the Specialty Fluids business.

B. Significant Accounting Policies

Revenue Recognition

Cabot recognizes revenue when its customers obtain control of promised goods or services. The revenue recognized is the amount of consideration
which the Company expects to receive in exchange for those goods or services. Cabot derives the majority of its revenues from contracts for the sale of
products from its Reinforcement Materials, Performance Chemicals and Purification Solutions segments. The Company’s contracts with customers are
generally for products only and do not include other performance obligations. Generally, Cabot considers purchase orders, which in some cases are governed
by master supply agreements, to be contracts with customers. The transaction price as specified on the purchase order or sales contract is considered the
standalone selling price for each distinct product. To determine the transaction price at the time when revenue is recognized, the Company evaluates whether
the price is subject to adjustments, such as for returns, discounts or volume rebates, which are stated in the customer contract, to determine the net
consideration to which the Company expects to be entitled. Revenue from product sales is recognized based on a point in time model when control of the
product is transferred to the customer, which typically occurs upon shipment or delivery of the product to the customer and title, risk and rewards of
ownership have passed to the customer. Payment terms typically range from zero to ninety days.

Shipping and handling activities that occur after the transfer of control to the customer are billed to customers and are recorded as sales revenue, as the
Company considers these to be fulfillment costs. Shipping and handling costs are expensed in the
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period incurred and included in Cost of sales within the Consolidated Statement of Operations. Taxes collected on sales to customers are excluded from the
transaction price.

The Company generally provides a warranty that its products will substantially conform to the identified specifications. The Company’s liability
typically is limited to either a credit equal to the purchase price or replacement of the non-conforming product. Returns under warranty have historically been
immaterial.

Revenue in the Specialty Fluids segment arises primarily from the rental of cesium formate. This revenue is recognized throughout the rental period
based on the contracted rental terms. Customers are also billed and revenue is recognized, typically at the end of the rental period, for cesium formate product
that is not returned. The Company also generates revenues from cesium formate sold outside of the rental process and from the sale of fine cesium
chemicals. This revenue is recognized when control of the product transfers to the customer, which is typically upon delivery of the product.

The Company does not have contract assets or liabilities that are material.

As permitted by the revenue recognition standard, Revenue from Contracts with Customers, when the period of time between the transfer of control of
the goods and the time the customer pays for the goods is one year or less, the Company does not consider there to be a significant financing component
associated with the contract.

Intangible Assets and Goodwill Impairment

The Company records tangible and intangible assets acquired and liabilities assumed in business combinations under the acquisition method of
accounting. Amounts paid for an acquisition are allocated to the assets acquired and liabilities assumed based on their fair values at the date of acquisition.
The Company uses assumptions and estimates in determining the fair value of assets acquired and liabilities assumed in a business combination. The
determination of the fair value of intangible assets requires the use of significant judgment with regard to assumptions used in the valuation model. The
Company estimates the fair value of identifiable acquisition-related intangible assets principally based on projections of cash flows that will arise from these
assets. The projected cash flows are discounted to determine the fair value of the assets at the dates of acquisition.

Definite-lived intangible assets, which are comprised of trademarks, customer relationships and developed technologies, are amortized over their
estimated useful lives and are reviewed for impairment when indication of potential impairment exists, such as a significant reduction in cash flows associated
with the assets.

Goodwill is comprised of the purchase price of business acquisitions in excess of the fair value assigned to the net tangible and identifiable intangible
assets acquired. Goodwill is not amortized, but is reviewed for impairment annually as of May 31, or when events or changes in the business environment
indicate that the carrying value of the reporting unit may exceed its fair value. A reporting unit, for the purpose of the impairment test, is at or below the
operating segment level, and constitutes a business for which discrete financial information is available and regularly reviewed by segment management.
Reinforcement Materials, and the fumed metal oxides and specialty compounds product lines within Performance Chemicals, which are considered separate
reporting units, carry the Company’s goodwill balances as of March 31, 2019.

For the purpose of the goodwill impairment test, the Company first assesses 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. If an initial qualitative assessment identifies that it is more likely than not that the carrying value
of a reporting unit exceeds its estimated fair value, an additional quantitative evaluation is performed. Alternatively, the Company may elect to proceed
directly to the quantitative goodwill impairment test. If based on the quantitative evaluation the fair value of the reporting unit is less than its carrying amount,
a goodwill impairment loss would result. The goodwill impairment loss would be the amount by which the carrying value of the reporting unit, including
goodwill, exceeds its fair value, limited to the total amount of goodwill allocated to that reporting unit. The fair value of a reporting unit is based on
discounted estimated future cash flows. The fair value is also benchmarked against a market approach using the guideline public companies method. The
assumptions used to estimate fair value include management’s best estimates of future growth rates, operating cash flows, capital expenditures and discount
rates over an estimate of the remaining operating period at the reporting unit level. Based on the Company’s most recent annual goodwill impairment test
performed as of May 31, 2018, the fair values of the Reinforcement Materials, Fumed Metal Oxides and Specialty Compounds reporting units were
substantially in excess of their carrying values. No events occurred subsequent to the last impairment evaluation that would suggest that it is more likely than
not that the carrying values of any of the Company’s reporting units exceeded their fair value. Refer to Note F for details on the Purification Solutions
goodwill impairment test and the resulting impairment charge recorded in the second quarter of fiscal 2018.
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Long-lived Assets Impairment

The Company’s long-lived assets primarily include property, plant and equipment, intangible assets, long-term investments and assets held for rent.
The carrying values of long-lived assets are reviewed for impairment whenever events or changes in business circumstances indicate that the carrying amount
of an asset may not be recoverable.

To test for impairment of assets, the Company generally uses a probability-weighted estimate of the future undiscounted net cash flows of the assets
over their remaining lives to determine if the value of the asset is recoverable. Long-lived assets are grouped with other assets and liabilities at the lowest
level for which independent identifiable cash flows are determinable.

An asset impairment is recognized when the carrying value of the asset is not recoverable based on the analysis described above, in which case the
asset is written down to its fair value. If the asset does not have a readily determinable fair value, a discounted cash flow model may be used to determine the
fair value of the asset. In circumstances when an asset does not have separately identifiable cash flows, an impairment charge is recorded when the Company
no longer intends to use the asset. In the second quarter of fiscal 2018, the Company determined that the carrying value of the long-lived asset group of the
Purification Solutions segment was not recoverable. Accordingly, the Company recorded an impairment charge for the carrying value in excess of the fair
value of the asset group. Refer to Note F regarding the results of the recoverability test performed on the long-lived assets of the Purification Solutions
segment and the resulting impairment charge recorded.

The Company continues to pursue strategic options for its Purification Solutions business. Depending on the actions taken, there could be a negative
impact on the fair value of the Purification Solution reporting unit, which may lead to further impairment.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost. Depreciation of property, plant and equipment is calculated using the straight-line method over the
estimated useful lives of the related assets. The depreciable lives for buildings, machinery and equipment, and other fixed assets are between twenty and
twenty-five years, ten and twenty-five years, and three and twenty-five years, respectively. The cost and accumulated depreciation for property, plant and
equipment sold, retired, or otherwise disposed of are removed from the Consolidated Balance Sheets and resulting gains or losses are included in earnings in
the Consolidated Statements of Operations. Expenditures for repairs and maintenance are charged to expenses as incurred. Expenditures for major renewals
and betterments, which significantly extend the useful lives of existing plant and equipment, are capitalized and depreciated.

Income Tax in Interim Periods

The Company records its tax provision or benefit on an interim basis using an estimated annual effective tax rate. This rate is applied to the current
period ordinary income or loss to determine the income tax provision or benefit allocated to the interim period. Losses from jurisdictions for which no benefit
can be recognized and the income tax effects of unusual or infrequent items are excluded from the estimated annual effective tax rate and are recognized in
the impacted interim period.

Valuation allowances are provided against the future tax benefits that arise from the deferred tax assets in jurisdictions for which no benefit can be
recognized. The estimated annual effective tax rate may be significantly impacted by nondeductible expenses and the Company’s projected earnings mix by
tax jurisdiction. Adjustments to the estimated annual effective income tax rate are recognized in the period when such estimates are revised.

Inventory Valuation

Inventories are stated at the lower of cost or net realizable value. The cost of Specialty Fluids inventories that are classified as assets held for rent is
determined using the average cost method. The cost of all other inventories is determined using the FIFO method.

Cabot periodically reviews inventory for both potential obsolescence and potential declines in anticipated selling prices. In this review, the Company
makes assumptions about the future demand for and market value of the inventory, and based on these assumptions estimates the amount of any obsolete,
unmarketable, slow moving, or overvalued inventory. Cabot writes down the value of these inventories by an amount equal to the difference between the cost
of the inventory and its estimated net realizable value.

Pensions and Other Postretirement Benefits

The Company recognizes the funded status of defined benefit pension and other postretirement benefit plans as an asset or liability. This amount is
defined as the difference between the fair value of plan assets and the benefit obligation. The Company is required to recognize as a component of Other
comprehensive income (loss), net of tax, the actuarial gains/losses and prior service costs/credits that arise but were not previously required to be recognized
as components of net periodic benefit cost. Other comprehensive income (loss) is adjusted as these amounts are later recognized in income as components of
net periodic benefit cost.
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Redeemable Preferred Stock

In November 2013, the Company purchased all of its joint venture partner’s common stock in the former NHUMO, S.A. de C.V. (“NHUMO”) joint
venture. At the close of the transaction, NHUMO issued redeemable preferred stock to the joint venture partner with a repurchase value of $25 million and a
fixed dividend rate of 6% per annum. In November 2018, the preferred stock was repurchased for $25 million and a final dividend payment of approximately
$1.4 million was made. The preferred stock was accounted for as a financing obligation and was separately presented in the Consolidated Balance Sheets as a
current liability as of September 30, 2018.

Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss) (“AOCI”), which is included as a component of stockholders’ equity, includes unrealized gains or
losses on available-for-sale marketable securities and derivative instruments, currency translation adjustments in foreign subsidiaries, translation adjustments
on foreign equity securities and minimum pension liability adjustments.

Recently Adopted Accounting Standards

In May 2014, the Financial Accounting Standards Board (“FASB”) issued a new standard, Revenue from Contracts with Customers, that amended the
existing accounting standards for revenue recognition. The standard requires entities to recognize revenue when they transfer promised goods or services to
customers in an amount that reflects the consideration the entity expects to be entitled to in exchange for those goods or services. This standard is applicable
for fiscal years beginning after December 15, 2017. The Company adopted this standard on October 1, 2018 and applied a modified retrospective approach.
The comparative information has not been restated and continues to be reported under the accounting standards in effect during those periods, as discussed in
the Company’s 2018 10-K.

The adoption of this standard did not have an impact on how the Company recognizes revenue. As such, an adjustment to opening retained earnings
was not required as a result of adopting this new standard. The Company implemented the updates that were necessary to its revenue recognition policy,
internal controls, processes and financial statement disclosures as part of this adoption. The updated disclosures are reflected under the heading “Revenue
Recognition” within Note B and the Company’s disaggregated revenue is reflected within Note P.

In addition, as part of an assessment performed in connection with adopting this standard, the Company reviewed its classification of by-product sales,
which consist of sales generated from the production of steam or electricity from the Company's energy centers primarily from its carbon black manufacturing
sites and sales of hydrochloric acid generated from the production of fumed silica. Historically, the Company presented by-product sales as a reduction of
Cost of sales within the Consolidated Statement of Operations. However, upon further evaluation of these sales in connection with the implementation of this
standard, the Company determined that it is appropriate to present by-product sales as Net sales and other operating revenues. Effective October 1, 2018,
these sales are now included within Net sales and other operating revenues in the Consolidated Statement of Operations. This change did not result in a
cumulative adjustment to opening retained earnings as it is a classification change within the Consolidated Statement of Operations. If the Company had
continued to classify by-product sales within Cost of sales, there would have been a decrease to Net sales and other operating revenues and Cost of sales of
$20 million and $40 million for the three and six months ended March 31, 2019, respectively.

In August 2016, the FASB issued final amendments to clarify how entities should classify certain cash receipts and cash payments on the statement of
cash flows, such as distributions received from equity method investees, proceeds from the settlement of insurance claims, and proceeds from the settlement
of corporate-owned life insurance policies. The new standard is effective for fiscal years beginning after December 15, 2017, including interim periods within
those years, and early adoption is permitted. The Company adopted this standard on October 1, 2018. The adoption of this standard did not have a material
impact to the Company’s consolidated financial statements.

In March 2017, the FASB issued a new standard that amends the requirements on the presentation of net periodic pension and postretirement benefit
costs. The new standard requires the service cost component to be presented with other employee compensation costs. The other components will be reported
separately outside of operations. Only the service cost component will be eligible for capitalization. Entities are required to use a retrospective transition
method to adopt the requirement for separate income statement presentation of the service cost and other components, and a prospective transition method to
adopt the requirement to limit the capitalization of benefit cost to the service component. The Company adopted the standard on October 1, 2018 and used a
retrospective transition method to reclassify net periodic benefit cost, other than the service component, from Cost of sales, Selling and administrative
expenses and Research and technical expenses to Other income (expense) in the Consolidated Statements of Operations for the prior periods presented. In
accordance with the standard, the Company utilized prior period footnote disclosures as a practical expedient to apply these retrospective presentations, which
is shown in the table below:



Consolidated Statements of Operations Three Months Ended March 31 Six Months Ended March 31

2018 2018
As Originally Effect of As Originally Effect of
Reported Change As Adjusted Reported Change As Adjusted
(In millions, except per share amounts)
Cost of sales $ 628 $ 2 9 630 $ 1,170  $ 4 S 1,174
Gross profit $ 190 3 2) $ 188 $ 368 $ “4) 3 364
Selling and administrative expenses $ 78 S 1 3 79 S 147 $ 2 3 149
Research and technical expenses $ 16 $ — 8 16 $ 31§ — 8 31
Income (loss) from operations $ (158) $ 3) 3 (161) $ 64) $ ©6) $ (70)
Other income (expense) $ 2) $ 38 1 S 6 $ 6 $ 12

In August 2018, the FASB issued a new standard to align the requirements for capitalizing implementation costs incurred in a cloud computing
arrangement that is a service contract with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use software. The
updated guidance also requires an entity to expense the capitalized implementation costs of a cloud computing arrangement that is a service contract over the
term of the arrangement and includes expanded disclosure requirements for such costs. The new standard is effective for fiscal years beginning after
December 15, 2019, and interim periods within those fiscal years. Early adoption is permitted, and the guidance may be applied either retrospectively or
prospectively. The Company adopted this standard prospectively on January 1, 2019. The adoption of this standard did not have a material impact to the
Company’s consolidated financial statements.

Recent Accounting Pronouncements

In February 2016, the FASB issued a new standard for the accounting for leases. This new standard requires lessees to recognize assets and liabilities
for most leases, but recognize expenses on their income statements in a manner that is similar to the current accounting treatment for leases. The standard is
applicable for fiscal years beginning after December 15, 2018 and for interim periods within those years, and early adoption is permitted. The Company
expects to adopt the standard on October 1, 2019. The Company is currently evaluating the impact of the adoption of this standard on its consolidated
financial statements. The Company has established a project plan and implementation team that is analyzing the current portfolio of leases to determine the
impact of adopting this new standard. The implementation team is also responsible for evaluating and designing the necessary changes to the Company’s
business processes, lease policies, systems and internal controls to support recognition and disclosure under the new guidance.

In February 2018, the FASB issued a new standard that allows entities to reclassify from AOCI to Retained earnings stranded tax effects resulting from
changes made as a result of the Tax Cuts and Jobs Act of 2017 (the “Act”). The amendments in this new standard also require certain disclosures about
stranded tax effects. The new standard is effective for all entities for fiscal years beginning after December 15, 2018, including interim periods within those
years, and early adoption is permitted. The Company is evaluating this standard and the timing of its adoption. The adoption of this standard is not expected
to materially impact the Company’s consolidated financial statements.

C. Acquisitions
Tech Blend

In November 2017, the Company acquired Tech Blend, a North American producer of black masterbatches, for a purchase price of $65 million, paid in
cash. The purchase price was subject to a working capital adjustment, which was immaterial. The operating results of the business are included in the
Company’s Performance Chemicals segment. The acquisition extended the Company’s global footprint in black masterbatch and compounds and provides a
platform to serve global customers and grow in conductive formulations.

NSCC Carbon (Jiangsu) Co. Ltd

In September 2018, the Company acquired NSCC Carbon, a carbon black manufacturing facility in Pizhou, Jiangsu Province, China for a purchase
price of $8 million. The purchase price is payable upon satisfaction of certain conditions that are expected to be satisfied within the next twelve months and is
recorded within Accounts payable and accrued liabilities on the Consolidated Balance Sheets. The Company plans to modify this facility to produce specialty
carbons. The plant is temporarily mothballed. The modifications are expected to be completed, and production is expected to commence, in 2021. During the
three and six months ended March 31, 2019 the Company has incurred $1 million and $3 million, respectively, of transition-related costs related to this
acquisition.
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Note D. Pending Sale of the Specialty Fluids Business

In January 2019, the Company entered into a Stock Purchase Agreement to sell its Specialty Fluids business, an operating segment of the Company, to
Sinomine, on a cash-free and debt-free basis in a transaction valued at $135 million. The purchase price consists of $130 million to be paid at closing, subject
to customary closing adjustments (including a customary working capital adjustment), and additional cash royalties of up to $5 million for lithium products,
payable over a ten-year period.

The sale of the Specialty Fluids business is expected to be completed during the third quarter of fiscal 2019 and is subject to customary closing
conditions, including, among other things, the receipt of certain regulatory approvals and notices with respect to the People’s Republic of China and Canada.
In light of this impending transaction, during the second quarter of fiscal 2019, the assets and liabilities of the Specialty Fluids business met the criteria

for assets held for sale. The sale of the Specialty Fluids business does not meet the criteria to be reported as a discontinued operation as it does not constitute a
significant strategic business shift for the Company.

In addition, based on the carrying value of the Specialty Fluids business as of March 31, 2019 and an estimate of the total cash proceeds from the sale,
after giving effect to estimated closing adjustments, the Company recorded an impairment charge of $20 million during the second quarter of fiscal 2019.

The following table summarizes the carrying amounts of the major classes of assets and liabilities of the Specialty Fluids business classified as held for
sale as of March 31, 2019 and the associated impairment charge:

(In millions)

Assets

Accounts and notes receivable, net of reserve for doubtful accounts $ 42
Inventories 5
Prepaid expenses and other current assets 4
Property, plant and equipment, net 13
Assets held for rent 134
Deferred income taxes 1
Total assets held for sale 199
Impairment of held for sale assets (20)
Adjusted assets held for sale $ 179
Liabilities

Accounts payable and accrued liabilities $ 5
Income taxes payable 5
Deferred income taxes 4
Other liabilities 7
Total liabilities held for sale 21
Total net assets held for sale $ 158
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E. Employee Benefit Plans
Net periodic defined benefit pension and other postretirement benefit costs include the following:

Three Months Ended March 31

2019 2018 2019 2018
Pension Benefits Postretirement Benefits
U.S. Foreign U.S. Foreign U.S. Foreign U.S. Foreign
(In millions)
Service cost $ — 3 2 $ — 3 2 $ — 3 — 3 $ —
Interest cost 2 1 1 2 1 — —
Expected return on plan assets 3) 2) 3) 3) — — — —
Amortization of prior service credit — — — — 1) — — —
Amortization of actuarial loss — — — — — — — —
Settlement and curtailment gain — — — — — — —
Net periodic benefit (credit) cost $ (1) $ 1 $ 2) 3 1 $ — — 3 $ —
Six Months Ended March 31
2019 2018 2019 2018
Pension Benefits Postretirement Benefits
U.S. Foreign U.S. Foreign U.S. Foreign U.S. Foreign
(In millions)
Service cost $ — 3 4 3 — 3 4 — 3 — 3 $ —
Interest cost 3 3 2 4 1 — —
Expected return on plan assets 5) (6) ) @) — — — —
Amortization of prior service credit — — — — (1) — (1) —
Amortization of actuarial loss — 1 — 1 — — — —
Settlement and curtailment gain — 6) — — — — — —
Net periodic benefit (credit) cost $ 2) $ “4) $ 3) $ 2 3 — — 8 1) $ —

Curtailments and Settlements of Employee Benefit Plans

In December 2018, the Company transferred the majority of the defined benefit obligations and pension plan assets in one of its foreign defined
benefit plans to a multi-employer plan. This action moved the administrative, asset custodial, asset investment, actuarial, communication and benefit payment
obligations to the multi-employer fund administrator. As a result of the transfer, there was a $30 million reduction in net pension obligations associated with
the plan, and a pre-tax gain of $6 million was recorded in the first quarter of fiscal 2019, which is included in Other income (expense) in the Consolidated
Statement of Operations. The pre-tax gain consisted of a curtailment credit of less than $1 million for the accelerated recognition of prior service credit and a
settlement credit of $5 million for the accelerated recognition of the unrecognized gain upon the transfer of the assets. As of March 31, 2019, approximately
$2 million of plan assets remain to be transferred. Such assets are expected to be transferred by the end of the third quarter of fiscal 2019 and such transfer
may result in an additional immaterial settlement gain or loss. In addition, as part of the transfer the Company recorded a $3 million charge in the first quarter
of fiscal 2019 for the Company’s agreement to fund the actuarial loss gap between the terminated plan and the multi-employer plan, which will be paid over
the next five years. This charge is included Other income (expense) in the Consolidated Statement of Operations and the liability is included in Accounts
payable and accrued liabilities and Other liabilities on the Consolidated Balance Sheet.

F. Purification Solutions Goodwill and Long-Lived Assets Impairment Charges

During the second quarter of fiscal 2018, the Company recorded impairment charges relating to the goodwill and long-lived assets of the Purification
Solutions reporting unit, and an associated deferred tax benefit, in the Consolidated Statement of Operations as follows:

Three Months
Ended March 31,
2018
(In millions)
Purification Solutions goodwill impairment charge $ 92
Purification Solutions long-lived assets impairment charge 162
Benefit for income taxes (30)
Impairment charges, after tax $ 224



In the second quarter of fiscal 2018, the Purification Solutions reporting unit had experienced share losses, lower customer demand and declining
prices in the mercury removal and North America powdered activated carbon applications, which led the Company to reassess its previous estimates for
expected growth in volumes, prices and margins in the reporting unit. Due to the revised forecasts at the time, the Company performed a quantitative goodwill
impairment test and determined that the estimated fair value of the Purification Solutions reporting unit was lower than the reporting unit's carrying value,
resulting in a goodwill impairment charge of $92 million.

Prior to determining the goodwill impairment charge, the Company considered whether the assets of the reporting unit were recoverable. As a result of
that assessment, the Company recorded an inventory reserve adjustment of $13 million and impairments to long-lived assets of $162 million. The adjustment
to inventory carrying value was determined based on reassessments of volumes, pricing, and margins for the reporting unit at the time and was recorded in
Cost of sales in the Consolidated Statements of Operations. The impairment analysis to assess if definite-lived intangible assets and property, plant and
equipment were recoverable was based on the estimated undiscounted cash flows of the reporting unit, and these cash flows were not sufficient to recover the
carrying value of the long-lived assets over their remaining useful lives. Accordingly, the Company recorded impairment charges of $64 million and $98
million to its definite-lived intangible assets and property, plant and equipment, respectively, in the quarter ended March 31, 2018 based on the lower of the
carrying amount or fair value of the long-lived assets.

Cabot will continue to monitor for events or changes in business circumstances that may indicate that the remaining carrying value of the asset group
may not be recoverable.

Additionally, the Company recorded a tax benefit related to the impairment charges of $30 million in the second quarter of fiscal 2018 which was
subsequently reduced by $1 million after the impairment charges by tax jurisdiction were finalized.
G. Goodwill and Intangible Assets

The carrying amount of goodwill attributable to each reportable segment with goodwill balances and the changes in those balances during the six
month period ended March 31, 2019 are as follows:

Reinforcement Performance
Materials Chemicals Total
(In millions)
Balance at September 30, 2018 $ 52 3 41 8 93
Foreign currency impact (1) (1) 2)
Balance at March 31, 2019 $ 51 § 40 $ 91
The following table provides information regarding the Company’s intangible assets:
March 31, 2019 September 30, 2018
Gross Net Gross Net
Carrying Accumulated Intangible Carrying Accumulated Intangible
Value Amortization Assets Value Amortization Assets

(In millions)
Intangible assets with finite lives

Developed technologies $ 51§ 3) $ 48 3 52 S 2) $ 50
Trademarks 8 — 8 8 — 8
Customer relationships 50 (13) 3