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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2010

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Transition Period from to

Commission File No. 001-34727

#* TPC Group

TPC Group Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 20-086361¢
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

5151 San Felipe, Suite 800
Houston, Texas 77056

(Address of principal executive offices, includingip code)

(713) 627-7474

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant:h@dg filed all reports required to be filed by Sewtl3 or 15(d) of the Securit
Exchange Act of 1934 during the preceding 12 moffthsfor such shorter period that the registrans wequired to file such reports),
(2) has been subject to such filing requirementsdte past 90 days. Yes No O

Indicate by check mark whether the registrant hémsnitted electronically and posted on its corpokéfieb site, if any, every Interacti
Data File required to be submitted and posted puntsio Rule 405 of RegulationSeuring the preceding 12 months (or for such shrquerioc
that the registrant was required to submit and posh files). Yes [O No O

Indicate by check mark whether the registrant imrge accelerated filer, an accelerated filer, agnaaller reporting company. £
definitions of “large accelerated filer,” “acceltzd filer” and “smaller reporting company” in Rul@b-2 of the Exchange Act (Check one):

Large accelerated file O Accelerated filel O

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act) Yes O No

The number of shares outstanding of the regissaufe class of common stock, as of March 31, 204€917,957,252.




Table of Contents

ltem Page
PART I. FINANCIAL INFORMATION 1
Item 1- Financial Statemen 1
Item 2- Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior 25
Item 3- Quantitative and Qualitative Disclosures about MaiRisk 34
Item 4- Controls and Procedur: 34
PART Il. OTHER INFORMATION 34
Item 1- Legal Proceeding 34
Item 2- Unregistered Sales of Equity Securities and Uderoteed: 34

Iltem 6- Exhibits 35



Table of Contents

PART I|. FINANCIAL INFORMATION
Item 1. Financial Statements

Current assett
Cash and cash equivalel
Accounts receivabl
Inventories
Other current asse

Total current asse

Property, plant and equipment, |
Investment in limited partnersh
Intangible assets, n
Other assets, n

Total asset

TPC Group Inc.

Condensed Consolidated Balance Sheets
(Dollars in thousands, except share amounts)

ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Current portion of lon-term debt
Total current liabilities

Long-term debi
Deferred income taxe

Total liabilities
Commitments and contingenci

Stockholder equity:

Common stock, $0.01 par value, 25,000,000 authd@rel 18,134,597 and 17,863,030 shares issued and
17,957,252 and 17,685,685 shares outstanding athVBdr, 2010 and June 30, 2009, respecti

Additional paic-in capital
Accumulated earning

Accumulated other comprehensive i
Treasury stock, at cost, 177,345 sh:

Stockholder equity

Total liabilities and stockholde’ equity

The accompanying notes are an integral part oktheadensed consolidated financial statements.

1

March 31, June 30,
2010 2009
(Unaudited)
$ 2621t $ 6,58¢
163,08t 98,51¢
97,31 36,88¢
17,02¢ 20,26¢
303,64t 162,25:
492,87 516,37°
2,80( 2,782
5,98t 6,01¢
20,701 22,41°
$826,00: $709,84:
$135,24: $ 86,73:
22,45¢ 19,24:
3,09¢ 2,71°F
160,79¢ 108,68
267,45: 269,85!
101,70¢ 52,09(
529,96 430,63:
182 17¢
193,79¢ 193,10:
105,99: 89,86(
(611) (611)
(3,319 (3,319
296,04 279,21
$826,00:  $709,84:
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TPC Group Inc.

Condensed Consolidated Statements of Operations
(Unaudited, in thousands, except per share amounts)

Revenue
Cost of sale:

Operating expense
Operating expenst
General and administrative expen
Depreciation and amortizatic
Unauthorized freight payment recover
Business interruption insurance recove

Income (loss) from operatiol

Other (income) expens
Interest expens
Unrealized (gain) loss on derivativ
Other, ne

Income (loss) before income tax
Income tax expense (benel

Net income (loss
Earnings per shar
Basic
Diluted
Weighted average shares outstand

Basic
Diluted

Three Months Ended

Nine Months Ended

March 31, March 31,
2010 2009 2010 2009

$400,72! $162,61¢ $1,156,65  $1,115,96.
341,01: 126,95¢ 990,18 995,47:
59,71 35,66! 166,47( 120,49:
33,65¢ 29,40: 98,66¢ 99,07¢
7,482 7,34¢ 20,77: 25,36
9,841 10,69¢ 29,95¢ 31,352
— (4,699 — (4,699

o - (17,057 o
50,98! 42,75¢ 132,34¢ 151,09°
8,73: (7,099 34,12¢ (30,606
3,51( 3,94¢ 11,00¢ 13,18
(1,030) (1,36¢) (2,407) 3,98¢
(463) (211) (1,510 (1,099
2,017 2,36¢ 7,09: 16,07¢
6,71¢ (9,467) 27,03: (46,68
2,667 (4,170) 10,90( (16,082

$ 405 $ (529

$ 16,13: $ (30,600

$ 02: $ (0.30

$  09C $ (179

$ 02: $ (0.30

$  09C $  (L79

17,957 17,68¢
17,957 17,68¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.

17,90¢ 17,72¢
17,90¢ 17,72¢
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Balances- June 30, 200¢

Net income
Comprehensive incorr

Vesting of restricted stoc

Issued restricted stoc

Stock compensation exper

Balances- March 31, 2010

TPC Group Inc.

Condensed Consolidated Statement of Stockholders'gaity

(Unaudited, in thousands)

Accumulated

Total

Additional Other Treasury

Common Stock Paid-in Accumulated Comprehensive Stock at Stockholder¢’

Shares  Amount Capital Earnings Income (Loss) Cost Equity
17,68¢ $ 17¢ $193,10. $ 89,86( $ (611) $(3,319 $ 279,21:
— — — 16,13: — — 16,13
16,13:
217 2 @) — — — —
54 1 (1) =
— — 70C — — — 70C
17,957 $ 182 $193,79¢ $ 10599 $ (611) $(3,319 $ 296,04

The accompanying notes are an integral part ofcthiglensed consolidated financial statement.
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TPC Group Inc.

Condensed Consolidated Statements of Cash Flows
(Unaudited, dollars in thousands)

Cash flows from operating activitie

Net income (loss

Adjustments to reconcile net income (loss) to daslis provided by operating activiti¢
Depreciation and amortizatic
Turnaround amortizatio
Provision for bad debt expen
Amortization of debt issuance co
Pension expens
Pension plan contributior
Income tax refun
Deferred income taxe
Non-cash stock compensation expe
Unrealized (gain) loss on derivativ
Distributions received from joint ventu
Earnings from joint ventur

Changes in assets and liabiliti
Accounts receivabl
Inventories
Other asset
Accounts payable and accrued liabilit

Net cash provided by operating activit

Cash flows from investing activitie
Capital expenditure

Net cash used in investing activiti

Cash flows from financing activitie
Repayments on term lo:
Net payments on revolving credit facility borrows
Proceeds from insurance dt
Payments on insurance dt
Debt issuance cos
Exercise of stock optior
Repurchase of common sto

Net cash used in financing activiti

Increase (decrease) in cash and cash equiv:
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

The accompanying notes are an integral part oktheadensed consolidated financial statements.

4

Nine Months Ended

March 31,
2010 2009

$16,13: $ (30,600
29,95¢ 31,35:
3,93¢ 3,16:

132 —
1,152 974
1,09¢ 1,04¢
(1,495 (59€)

39,77: —
10,22: (9,58%)
70C 4,751
(2,402 3,98¢
1,15¢ 55(
(1,170 (932)
(64,70Y) 126,89;
(60,437 62,30:
(535) (4,180
54,52¢ (166,807
28,04« 22,31¢
(6,407 (15,057
(6,407) (15,057
(2,422 (2,060)
— (2,800
7,66¢ 5,92:
(7,267) (4,839
— (747)
— 46
— (3,019
(2,016) (7,497
19,62 (230)
6,58¢ 61E
$ 26,21t $ 38t
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)
March 31, 2010 and 2009

NOTE A — BASIS OF PRESENTATION
1. Organization

The accompanying unaudited condensed consoliddatethdial statements include the accounts of TPCufrinc.,, a Delawa
corporation, and its wholly owned subsidiary, TP@@p LLC, a Texas limited liability company (colteely referred to as the “Company,”
“our,” “we” or “us”). TPC Group Inc., formerly known as Texas Petrochamitnc., was incorporated on March 15, 2004. TRGuU@ Inc
owned a 1% interest in Texas Petrochemicals LPexad limited partnership (the “Partnershipd was its sole general partner. T
Petrochemicals LLC, a Delaware limited liabilitynapany (the “Delaware LLC")pwned the remaining 99% ownership interest in,wad th
limited partner of, the Partnership. On December2D®8, the Delaware LLC merged into TPC Group,land the Partnership was conve
to a Texas limited liability company named Texagdemicals LLC, now known as TPC Group LLC.

2. Principles of Consolidation

The accompanying unaudited condensed consolidataddial statements include the accounts of TPQutac. and its wholly owne
subsidiary, TPC Group LLC, after the eliminationadifsignificant intercompany balances and trarieast Our investment in Hollywood/Te»
Petrochemicals LP is accounted for under the eguéthod.

3. Interim Financial Statements

The accompanying unaudited condensed consolidateshcial statements have been prepared in accadasith the instructior
prescribed by the Securities and Exchange CommigS8EC”) for interim financial reporting and do not inclue# disclosures required
United States generally accepted accounting phesiffUS GAAP”). Our June 30, 2009 yeand condensed consolidated balance shee
was derived from audited financial statements.

The unaudited condensed consolidated financiaérsiants contained in this report include all mateadjustments of a normal &
recurring nature that, in the opinion of managemarg necessary for a fair statement of the redaitshe interim periods. The results
operations for the interim periods presented is form 10Q are not necessarily indicative of the resultbeécexpected for the fiscal yeal
any other interim period.

These interim condensed consolidated financiaéstahts should be read in conjunction with the clidaied financial statements ¢
notes thereto of Texas Petrochemicals Inc., nowvknas TPC Group Inc., included in Amendment Na bur registration statement on Fc
10, filed with the SEC on January 8, 2010.

4. Business | nterruption I nsurance Recoveries

In the second quarter of fiscal 2010 we receivegeamount of $17.1 million as the second and finatallment of our busine
interruption insurance recovery related to Hurriedke, which is shown as a separate line item enGbndensed Consolidated Statemer
Operations for nine months ended March 31, 201@.tdtal amount of our settlement of $47.0 milliamsisted of a $19.5 million deductible
$10.0 million payment received in fourth quarterfistal 2009 and the final payment of $17.5 millidiefore expenses, received in set
quarter of fiscal 2010.

5. Unauthorized Freight Payment Recoveries

In July 2007, we discovered that a former employeith the assistance of a nemployee conspirator, had directed unautho
payments from our accounts to a fictitious vendovarious amounts in years prior to fiscal 2009Almgust 2008, the former employee anc
non-employee conspirator were convicted of certain esmelated to the unauthorized freight paymentsaks of their convictions, the forn
employee and his non-employee conspirator werenexdjto forfeit assets to the Office of the
U.S. Attorney for restitution. The majority of tleeassets were liquidated by the U.S. governmentiratide third quarter of fiscal 2009
received $4.7 million as restitution of losses esgnted by the unauthorized freight payments.

5
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

6. Deferred Revenue

Under certain contractual arrangements with a smatiber of customers, primarily related to butadjeme invoice the customer priol
when title and risk of loss transfer to the custoriéhen these invoices are issued to the custaypcally at monthend, we record a custon
receivable with an offsetting credit to deferredareue. The customer will settle the liability based credit terms independent of when
product actually ships. Deferred revenue is subs@ityirecognized as revenue at the time title #&idaf loss transfer to the customer. The
lag between invoicing and shipping product for theeferred revenue transactions depends on wheoustemer has nominated delive
which is normally the following month and seldomtends beyond two months. Product to be deliveredeurthese deferred revel
arrangements remains in inventory until title aisét of loss transfer to the customer. The balarfi@eterred revenue can fluctuate significa
from period to period depending on the volume andirng of the inventory and the timing of the custr’s needs. The balance in defe
revenue is reflected in the Condensed ConsolidBtddnce Sheet in Accrued Liabilities and was $8illion and $0.0 million at March 3
2010 and June 30, 2009, respectively.

7. Seasonality

The pricing under our supply contracts and salesraots is usually tied to a commodity price indexch as indices based on the pric
unleaded regular gasoline, butane, isobutane arergfgrade propylene, or to the price at whichse# the finished product. The price
unleaded regular gasoline, typically used in pgdior butenet, MTBE and raffinates, varies seasonally as altre§increased demand duri
the spring and summer months of the year and destledemand during the fall and winter months ofyts&r. In addition, we typically ha
greater demand for our raffinates and MTBE proddctisng the spring and summer months. As a resgtgenerally have increased volul
and margins for these products during the sprinsaimmer and decreased volumes and margins dinénfgit and winter.

NOTE B — DESCRIPTION OF BUSINESS

We have three principal processing facilities, tedain Houston, Texas, Port Neches, Texas and Baytdexas. The Houston and F
Neches facilities, which process crude C4 into thetae and related products, are strategically &xtatar most of the significant petrochen
consumers in Texas and Louisiana. Our Baytownifagtimarily produces nonene and tetramer. Alethtocations provide convenient act
to other Gulf Coast petrochemical producers andcarmected to several of our customers and rawrialtesuppliers through an extens
pipeline network. In addition, our Houston and Réeches facilities are serviced by rail, tank truzkrge and ocean-going vessel.

The products in our C4 Processing segment includadiene, primarily used to produce synthetic rutthat is mainly used in tires &
other automotive products; buteheprimarily used in the manufacture of plastiamesnd synthetic alcohols; raffinates, primariged in th
manufacturing of alkylate, a component of premiumteaded gasoline; and methyl tertiary butyl etliBfTBE”), primarily used as a gasoli
blending stock. The products in our Performancaets segment include high purity isobutylenes (Bf, primarily used in the producti
of synthetic rubber, lubricant additives, surfatséaand coatings; conventional polyisobutylenes B*Pland highly reactive polyisobutyler
(“HR-PIB”), primarily used in the production of fuand lubricant additives, caulks, adhesives, s¢aland packaging; diisobutylene (“DIB”
primarily used in the manufacture of surfactant@sticizers and resins; and nonene and tetraménagly used in the production
plasticizers, surfactants and lubricant additiW¥e. sell our products primarily to chemical and pletum based companies in North America.

Our principal raw material feedstocks are crude @4ide isobutylene and refinery grade propylenee phicing under our supf
contracts and sales contracts is usually tieddonamodity price index, such as indices based omptive of unleaded regular gasoline, but
isobutane or refinery grade propylene, or to theepat which we sell the finished product.

6
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

(Unaudited)
March 31, 2010 and 2009

NOTE C — DETAIL OF CERTAIN CONSOLIDATED BALANCE SHE ET CAPTIONS
1. Inventories (in thousands):

Finished good
Raw materials and chemical suppl

2. Other Current Assets (in thousands):

Prepaid expense and ott
Repair parts inventor
Deferred taxes, ni

3. Property, Plant and Equipment (in thousands):

Land and land improvemer
Plant and equipmel
Construction in progres
Other

Less accumulated depreciati

March 31,
June 30,
2010 2009
$67,92: $24,91:
29,39¢ 11,97
$97,317 $36,88:¢
March 31,
June 30,
2010 2009
$ 4,18 $ 7,16¢
8,851 8,73¢
3,98¢ 4,36t
$17,02¢ $20,26¢
March 31, June 30,
2010 2009
$ 41,80: $ 41,80:
579,55 573,91
9,061 9,00t
16,43¢ 15,75
646,86( 640,47
153,98¢ 124,09°
$492,87: $516,37°
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

4. Intangible Assets (in thousands):
Changes in the carrying amount of our intangib&etsfor the nine months ended March 31, 2010 a®fellows:

Intangible Accumulated Carrying

assets amortization _value

Balance at June 30, 20 $ 6,22( $ (202 $6,01¢
Amortization — (33 (33
Balance at March 31, 20: $ 6,22( $ (289 $5,98¢

The following summarizes the gross carrying amoants accumulated amortization of intangible asagtsf March 31, 2010:

Gross Net
carrying Accumulated carrying
value amortization value
Technology licens $5,49¢ $ = $5,49¢
Patent: 721 (235) 48€

$6,22C $ (239 $5,08¢

5. Accrued Liabilities (in thousands):

March 31,

June 30,

2010 2009
Accrued payroll and benefi $ 6,29¢ $ 7,00¢
Nonretirement postemployment bene 671 —
Accrued interes 1,84« 854
Income, property and sales ta: 2,771 4,44
Fair value of derivative financial instrumel 1,06z 3,46¢

Deferred revenu 8,707 —
Other 1,10/ 3,47(

$22,45¢ $19,24:

NOTE D — INVENTORY EXCHANGE BALANCES

We may enter into product exchange agreements suippliers and customers for raw materials andHedsgoods. Exchange balar
due to or from exchange partners are recordedviemiory at the lower of average cost or marketn&ar losses realized from the utilizatiol
these exchanges are reflected in cost of saleMaith 31, 2010 and June 30, 2009, we had exchauggvaeble positions of $0.5 million ¢
$0.2 million, respectively, and exchange payablgtiums of $0.4 million and $0.2 million, respeeiy.

8
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

NOTE E — INVESTMENT IN LIMITED PARTNERSHIP

We have a 50% limited partnership interest in Hetlpd/Texas Petrochemicals LP. We and Kirby InlaratiNe, Inc. formed this limite
partnership to operate four barges capable of patiag chemicals. We account for this investmemiar the equity method and report
portion of the limited partnership’net income as other income in the accompanyingd@used Consolidated Statements of Operations
amounts attributable to this investment recordestfier income in the three and nine months endeatial, 2010 and 2009 were $0.3 mil
and $0.2 million, respectively, and $1.2 millionda$0.9 million, respectively. The amounts of cagirdbutions received in the three and 1
months ended March 31, 2010 and 2009 were $0.®m#ind $0.3 million, respectively, and $1.2 mitliand $0.6 million, respectively.

NOTE F — PURCHASE OF TREASURY STOCK

As of March 31, 2010, we had a total of 177,345eha@f common stock held as treasury stock. Oftrémesury shares, 167,000 sh.
were acquired during the first nine months of fi209 at a cost of $3.0 million. We account faasury stock under the cost method.

NOTE G — SUBSEQUENT EVENTS

In accordance with FASB ASC 85Sybsequent Events (“FASB ASC 855"),we determined there were no subsequent eventstibatc
be disclosed or recognized in the financial statéme

NOTE H — RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

In February 2010 the Financial Accounting StandaBdsmrd (“FASB”) issued Accounting Standards Upd&sU) No. 201009,
Subsequent Events (Topic 855); Amendments to Certain Recognition and Disclosure Requirements, effective upon issuance, which removes
requirement for an SEC filer to disclose the dam@ugh which subsequent events have been evaluatedth issued and revised finan
statements.

In June 2009 the FASB issued the Accounting Statsd@odification (“FASB ASC")as the sole source of authoritative U.S. gene
accepted accounting principles (GAAP) recognizedti®y FASB to be applied by nongovernmental entitieshe preparation of financ
statements and is effective for interim and anpesiods ending after September 15, 2009. FASB A8¢3 ahot change GAAP but changes
way accounting principles are referenced in finahstatements and notes to financial statementseéusired, we adopted FASB ASC in
first quarter of fiscal 2010 and, other than acctmgnprinciple resource referencing, FASB ASC hadimpact on our financial statement
March 31, 2010.

In December 2007, the FASB issued changes in atiogurequirements for business combinations prbedriby FASB ASC 81
Business Combinations (“FASB ASC 805”). The requirements retain the purchase method ofusmticy for acquisitions, but require a nurr
of changes, including changes in the way assetdiaitities are recognized in purchase accountlhglso changes the recognition of as
acquired and liabilities assumed arising from aogeincies, requires the capitalization opitocess research and development at fair value
requires the expensing of acquisiticrlated costs as incurred. The above provisionHfi@nges in accounting requirements prescribe
FASB ASC 805, effective for the Company beginnindy X, 2009, were adopted in the first quarteris€dl 2010 with no impact on ¢
financial statements at March 31, 2010.

FASB ASC 820, Fair Value Measurements and Discks{fFASB ASC 820")establishes a standard definition of fair value] @
framework under generally accepted accounting fpies to measure fair value and expands disclosarpirements for fair val
measurements. On July 1, 2008, the Company addipéegdrovisions of FASB ASC 820 for assets and litéds measured or disclosed at
value on a recurring basis. The provisions of FASEC 820 were adopted for nonfinancial assets atilliies measured on a noeeurring
basis on July 1, 2009 and had no impact on ounéiiah statements at March 31, 2010 as we currératlye no nonfinancial assets and liabil
measured on a non-recurring basis at fair value.

In June 2008, the FASB issued revisions to FASB A®0, Earnings Per Share (“FASB ASC 26@hich prescribe guidelines
determining whether instruments granted in she®ed payment transactions are participating desugrior to vesting and, therefore, nee
be included in the earnings allocation in computagnings per share. Further, the revisions clahify unvested shatesed payment awal
that contain nonforfeitable rights to dividendsdaridend equivalents (whether paid or unpaid) are

9
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

participating securities and shall be includecdhie ¢computation of earnings per share pursuanetéwth class method. The above provision:
effective for financial statements issued for flsggars beginning after December 15, 2008, andimtperiods within those years. In Decen
2009 we issued 54,348 participating restricted eharvhich have been included as shares outstafaimurposes of calculating earnings
share.

NOTE | — DEBT
Outstanding debt (in thousands):

March 31, June 30,
2010 2009

Term loan $270,14¢  $272,57(
Revolving credit facility — —
Note payable for insurance premit 40€ —

270,55: 272,57(
Less current maturitie 3,09¢ 2,71t
Total lon¢-term debt $267,45:  $269,85!

1. Term Loan

The $280.0 million Term Loan has a sewar term, maturing June 27, 2013. The Term Loawiges for quarterly principal repayme
of 0.25% of the outstanding principal balance tbérEurthermore, the Term Loan requires annual gyaments equal to a specified percent
which varies depending upon our calculated LeveRato, of excess cash flow. For excess cash flemetated in fiscal year ended June
2009, we made a payment of $0.4 million in Octd@09. No such prepayment was required for fisc8@B20

The Term Loan bears interest at a floating ratachyhat our option, is based on LIBOR or the prirage plus a spread. At March
2010, our Term Loan spread and total interestwate 2.50% and 2.8125%, respectively. The Term lisaecured by a first priority lien on
tangible and intangible fixed assets and is cradlateralized with the Revolving Credit Facilityh& Term Loan agreement includes ce
restrictive covenants, including but not limited tionitations on debt, mergers and acquisitionstrigted payments, investments, asset ¢
liens and transactions with affiliates. As of MaRh 2010, we were in compliance with Term Loanes@ants.

2. Revolving Credit Facility

The asset-based revolving credit facility in effastof March 31, 2010 had a fiyear term, maturing on June 27, 2011, bearingestea
a floating rate based on LIBOR or the prime ratesph spread. At March 31, 2010, the spread on ewolRing Credit Facility was 2.5¢
Availability under the $140 million facility wasrliited to our borrowing base (comprised of 85% djilele accounts receivable and 65%
eligible inventory), reduced by a $20 million awdility block. As of March 31, 2010, there were lborrowings under the facility, and
amount available was $120.0 million.

On April 29, 2010 we entered into an Amended andt&®ed Revolving Credit Agreement (the “Revolvingdit Facility”), increasin
the amount of the facility to $175 million, subjeotborrowing base calculations, and extendingntlag¢urity to the earlier of April 29, 2014,
if more than $25 million remains outstanding uniter Term Loan, March 29, 2013.

Availability under the Revolving Credit Facility ignited to the borrowing base, comprised of 85%eldible accounts receivable ¢
65% of eligible inventory, as redetermined monthljp to $30 million of the facility may be used ftre issuance of letters of credit.
Revolving Credit Facility also includes an accordfeature under which the lenders may agree, upomeguest, to increase their commitm
to an aggregate amount not to exceed $200 million.

10
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TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

Amounts borrowed under the Revolving Credit Facibear interest, at our option, at a rate equaitioer (a) the Eurodollar Rate
defined in the credit agreement) plus 3.00% to %&.76r (b) the base rate (as described below) pld@%2 to 2.75%, in each case dependin
the ratio of our consolidated debt to consoliddE&ITDA (as defined in the credit agreement), wittower leverage ratio resulting in lov
rates. The base rate equals the highest of (ddhanistrative agent’s prime lending rate, (ii) thederal Funds Rate plds 2 éf 1%, or (iii) the
one-month Eurodollar Rate (as defined in the cragiitement) plus 1%.

A commitment fee is payable on the unused portibth@ Revolving Credit Facility in an amount eqt@l0.50% per annum if avere
availability is less than 50% of the total commitrtsg or 0.75% per annum if average availabilit$®% or more of the total commitments
each case based on average availability duringragous fiscal quarter.

The Revolving Credit Facility is secured with asfipriority lien on cash, accounts receivable, imoey and certain intangibles, ¢
through crossollateralization with the Term Loan, a second ityolien on all other assets, including fixed @sséfhe Revolving Crec
Facility is guaranteed by all of our material dotireesubsidiaries and provides for customary evehtiefault.

The Revolving Credit Facility includes covenantatttestrict, subject to specified exceptions, dailitg to:

* create or permit liens on asse

* incur additional indebtedness or issue redeemahliyesecurities

e guarantee indebtedne:

* merge or consolidate with a third par

» sell or otherwise dispose of asst

» pay dividends or effect stock k-backs;

» issue or sell stock of subsidiarit

» make loans, investments and acquisitic

» enter into transactions with affiliate

« change the lines of business in which we are ernt;

» change our fiscal yea

* make voluntary prepayments or redemptions of subateld indebtednes
* enter into agreements that limit our subsidi¢ ability to pay distributions to or enter into tractions with us

* maintain cash balances in excess of $15 milliomeuit using such excess cash to prepay loans uneé&evolving Credit Facilit
and

e enter into receivables financings or securitizapoograms

Although the Revolving Credit Facility restricts qagsitions, investments and the payment of dividgengéspectively, acquisitiol
investments and dividends are permitted, subjectgtrictions under the existing term loan agredi€fa) pro forma current and average 90-
day historical availability each exceed the greatie$50 million or 50% of the total commitments, @) pro forma projected, current ¢
average 9@lay historical availability each exceed the greae$25 million or 25% of the total commitments ang meet a minimu
consolidated fixed charge coverage ratio. Findhg, Revolving Credit Agreement includes a covemaqtiiring a minimum consolidated fix
charge coverage ratio should availability be lessitthe greater of $15 million or 15% of the ta@imitments.

NOTE J — FAIR VALUE AND DERIVATIVE FINANCIAL INSTRU MENTS
1. Fair Value

Within the framework for measuring fair value, FA¥SC 820, Fair Value Measurements and Discloswetgblishes a fair val
hierarchy, which requires an entity to maximize tise of observable inputs and minimize the usenobservable inputs when measuring
value. The standard defines the three levels aft;psed to measure fair value as follows:

» Level 1: Inputs are unadjusted quoted prices feniital assets or liabilities in active marketsjalhprimarily consist of financi
instruments traded on exchange or futures mar

11



Table of Contents

TPC Group Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
(Unaudited)
March 31, 2010 and 2009

» Level 2: Inputs are other than quoted prices iivaanarkets (included in Level 1), which are dihear indirectly observable as
the financial reporting date, which includes deliv@instruments transacted primarily in ¢-the-counter markets

» Level 3: Unobservable inputs, which include inpdésived through extrapolation or interpolation tisahnot be corroborated
observable market dat

The table below presents the balance of liabilitesasured at fair value on a recurring basis adli#éites indicated (in thousands):

Significant other
observable inputs

(Level 2)
March 31, June 30
Description 2010 2009
Derivative liabilities $ 1,062 $3,46¢

Our only financial instrument as of March 31, 2@l June 30, 2009 was an interest rate swap, fhvthe fair value is measured ba
on significant other observable inputs (i.e., Le¥é@hputs). Since this financial instrument wasihability position, we evaluated risk of non-
performance as a component of the recorded faireval

2. Derivative Financial | nstruments

The nature of our business involves market andhiiied risks. Specifically we are exposed to comryogrice risks and interest ri
fluctuations. We seek to manage commodity pricesrand interest rate fluctuations, from time todjmith commodity swap and interest
swap instruments. Under interest rate swaps, weeagith other parties to exchange, at specifieghiats, the difference between fixed rate
floating rate interest amounts calculated usingagreed-upon notional principal amount. The coupseties to the interest rate sv
agreements are financial institutions with invesihgrade ratings.

None of our derivative instruments were designa®thedges; consequently, changes in the fair valaes been recognized in earni
in the period the changes occur.

The following table shows the location and fairuebf our derivative instrument reported in thesmidated balance sheets at the ¢
indicated (in thousands):

March 31, June 30
Balance Sheet Locatiol 2010 2009
Derivative description:
Interest Rate Swa Accrued liabilitie $ 1,062 $3,46¢
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For the periods shown, the amount of all gainslassies recognized in income on derivatives notgthesed as hedging instruments at
follows (in thousands):

Amount of All (Gains) Losses
Recognized in Income on
Derivatives for the
Three Months Ended

Location of (Gains) Losses Recognize March 31,
in Income on Derivatives 2010 2009
Derivative description:
Interest Rate Swa Unrealized (gain) loss on derivativ $ (1,030 $ (499
Interest expens 1,06t 534
Commodity Swap Cost of sale — 1,217
Unrealized (gain) loss on derivativ — (874)

$ 35 $ 37¢

Amount of All (Gains) Losses
Recognized in Income on
Derivatives for the
Nine Months Ended

Location of (Gains) Losses Recognized March 31,
in Income on Derivatives 2010 2009
Derivative description:
Interest Rate Ca Unrealized (gain) loss on derivativ $ — $ 22
Interest Rate Swas Unrealized (gain) loss on derivativ (2,402 3,96¢
Interest expens 3,112 T4%
Commodity Swap Cost of sale: 652 (3,647

$ 1,362 $ 1,09

In June 2008, we entered into a tyear interest rate swap whereby we effectivelydikee interest rate at 3.406% plus a spread of
(total fixed rate of 5.906%) on $135.0 million afrooutstanding variable rate debt. The interest satap expires on June 30, 2010.

In October 2006, as required under our Term Loanentered into an interest rate cap agreementdoeéime expense of approximat
$0.3 million. The interest rate cap provided prateton $120.0 million of our Term Loan over a tangear period, which ended October
2009, if LIBOR exceeded 6.0%.

During the first quarter of fiscal 2010 we enteieith a series of commodity swaps to mitigate riskoor fuelrelated products invento
All of the commodity swaps matured by DecemberZI)9 and the resulting aggregate net realized $os680.7 million are reflected in c
of sales in the nine months ending March 31, 2010ing the second quarter of fiscal 2009 we entartmla series of commodity swaps als
mitigate risk of loss on our fueklated products inventory. The swaps matured abws dates through December 2008 resulting in e
net realized losses of $1.2 million and gains o6$3illion, reflected in cost of sales, in the thrend nine months ended March 31, 2
respectively.
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NOTE K — EARNINGS PER SHARE

Basic income per share is computed by dividing ineavailable to common stockholders by the weightestage number of share
common stock outstanding for the period. Dilutecbime per share reflects potential dilution thatldmccur if securities or other contracts
issue common stock were exercised or convertedcimtomon stock or resulted in the issuance of comstock that then shared in the incc
of the Company.

Basic and diluted earnings per share are computéalaws (in thousands, except per share amounts):

Three Months Ended Nine Months Ended
March 31, March 31,
2010 2009 2010 2009
(Unaudited)
Basic earnings per shai
Net income (loss) available to common sharehol $ 4,052 $(5,29) $16,13.  $(30,600
Average common shares outstanding, including ndedea®stricted stoc 17,957 17,68t¢ 17,90¢ 17,72
Basic earnings per she $ 02 $ (030 $ 09C $ (.79
Diluted earnings per shat
Net income (loss) available to common sharehol $ 4,052 $(5,29) $16,137 $(30,600
Average common shares outstanc 17,95 17,68¢ 17,90¢ 17,72
Add: common stock equivalen
Stock options and restricted stc — — — —
Diluted average common shares outstan 17,955 17,68¢ 17,90¢ 17,72%
Diluted earnings per sha $ 02 $ (030 $ 09C $ (@7
Anti-dilutive stock options and restricted stock notuded in the treasury stou
method 1,16¢€ 1,172 1,16¢ 1,172
Average grant price of stock options and restristedk not included in the
treasury stock methc $ 1737 $17.4] $ 1737 $ 17.41

NOTE L — INCOME TAXES

Our effective income tax rate for the fiscal 20bDd quarter was 40%, compared to 44% for fisc&lRthird quarter. The effective ra
for both quarters reflected federal tax provisiams35% and Texas and Delaware franchise taxeshigher effective rate in the prior yt
quarter reflected a true-up as a result of an asmén the projected annual effective tax rate.

Our effective income tax rate for the nine monthdesl March 31, 2010 was 40.1%, compared to 34.5%h&comparable fiscal 20
period. The effective rates for the first nine nfnof both fiscal years reflected federal tax psmris at 35% and Texas and Delaware fran
taxes; however, the current year provision inclutiesimpact of a Domestic Production Deduction b0$million originally taken on our fisc
2006 tax return that was permanently lost as dtre§wcarry back of our fiscal 2009 net operatingd, which eliminated fiscal 2006 taxe
income. In December 2009, as a result of the Workemeownership, and Business Assistance Act oBabat was signed into law
November 6, 2009, we applied for a refund of incaees paid for fiscal years 2004, 2005 and 2006h©total amount of the fiscal 2009
operating loss of $132.6 million, we applied torgdrack $124.3 million, which resulted in a refusfd$39.8 million received in February 20
The remaining $8.3 million of the fiscal 2009 neeeating loss is available to be carried forwardftset future taxable income.
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NOTE M — COMMITMENTS AND CONTINGENCIES
1. Legal Matters

From time to time, we are party to routine litigetiincidental to the normal course of our businesssisting primarily of claims fi
personal injury or exposure to our chemical proslactfeedstocks, and environmental matters. Wadhte defend these actions vigorously
believe, based on currently available informatibtiat adverse results or judgments from such actibasy, will not be material to our financ
condition or results of operations. We record reserfor contingencies when information availabldidates that a loss is probable and
amount of the loss is reasonably estimable. Managésjudgment may prove materially inaccurate, anchgudgment is subject to t
uncertainty of litigation. Many of the personalunj or product exposure lawsuits to which we amgagty are covered by insurance and
being defended by our insurance carriers. To thenéxthat we are named in any legal proceedingsimgl to the assets acquired fi
Huntsman Petrochemical Corporation and HuntsmatsFUP (collectively, “Huntsman”) on June 27, 20@b6e “Port Neches Assetsiyhere
the alleged events giving rise to the proceedinguoed prior to our ownership of the assets we medufrom Huntsman, we should
indemnified in such proceedings by Huntsman, subjecthe terms and limitations contained in thedAase and Sale Agreement \
Huntsman.

Our contractual arrangements with our customers sumliers are typically very complicated and caclude, for example, compl
index-based pricing formulas that determine the priceofar feedstocks or finished products. Due to thm@ated nature of our contract
arrangements, we can, from time to time, be inuiivedisputes with our customers and suppliersrding the interpretation of these contre
including the indexkased pricing formulas. These disputes occur imtrenal course of our business, seldom result inahdormal litigatiot
and are typically resolved in the context of thedater commercial relationship that we have withdietomer or supplier. As described ab
we record reserves for contingencies when inforonativailable indicates that a loss is probable wwedamount of the loss is reasoni
estimable. Managemestjudgment may prove materially inaccurate, andh gudgment is subject to the uncertainty of theudis resolution «
litigation process. Consistent with the foregoimgg currently have a difference of opinion with gplier regarding the interpretation of
index-based pricing formula in certain feedstock conraldb claim has been asserted, and we are engagedimercial discussions to resc
this matter in the context of our broader comménatationship with this supplier. If such discumss prove to be unsuccessful, we wi
vigorously defend any resulting claim against ud balieve, based on currently available informatithat adverse results or judgments f
such actions, if any, will not be material to ommahcial condition or results of operations.

2. MTBE Litigation

In March 2007, four local governmental authoritissthe United States (City of Inverness Water DgstrCity of Tampa Bay Wat
District, Homosassa Water District and the CityCoystal River) filed separate suits against our gany and other cdefendants in the Unit
States District Court for the Southern DistrictNd#w York alleging that MTBE, a product made by sav@etrochemicals companies incluc
our company, may have contaminated the soil andrgleater of their respective jurisdictions. Eachtlise governmental authoritie:
seeking more than $1.5 billion in compensatory pmditive damages from all of the defendants inabgregate. There is no specific amoul
damages sought from our company in particular.

On March 31, 2009, eight local governmental autfesriin the United States (South Farmingdale Watstrict, Plainview Water Distric
Oyster Bay Water District, Manhasdetkeville Water District, City of Glen Cove Wateidirict, Garden City Park Water District, Incorptare
Village of Garden City and Bethpage Water Distrigdch filed additional separate suits against ourpany and other cdefendants allegir
similar damages in the Supreme Court of the Sthideov York, County of Nassau. On March 31, 2009rflmcal governmental authorities
the United States (Town of Riverhead Water Distiicwn of Huntington/Dix Hills Water District, Citgf Greenlawn Water District and So
Huntington Water District) each filed additionalpseate suits against our company and othedefendants alleging similar damages in
Supreme Court of the State of New York, County aff@k. On May 12, 2009, Aqua New York of Sea Clifhic., a local governmen
authority in the United States, filed an additiosaparate suit against our company and othetefendants alleging similar damages in
Supreme Court of the State of New York, County agsau. On August 31, 2009, Hampton Bays Wateri€tisér local governmental authot
in the United States, filed an additional sepagatié against our company and otherd=fendants alleging similar damages in the Sup
Court of the State of New York, County of Suffolkach of these governmental authorities is seekiagerthan $1.5 billion in compensat
and punitive damages from all of the defendantshi&n aggregate. There is no specific amount of dasmagpught from our company
particular.
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MTBE, or Methyl Tertiary Butyl Ether, is a produfdrmerly made by our company at our Houston and Reches facilities. O
Houston facility still produces MTBE as an interrigegl step for the production of some of our Perfante Products and for limited sale
markets outside of the United States.

We intend to defend our company against these slaigorously. The dates of potential contaminatidiaged by the petitions also n
predate the Chapter 11 bankruptcy proceedings s €etrochemicals LP (now TPC Group LLC) and tmay also be barred by virtue
those bankruptcy proceedings. In addition, the R®thes acquisition agreement with Huntsman incuale obligation of Huntsman
indemnify us for claims related to MTBE without netary limitation for up to eight years from the éu2006 closing date for any clai
arising from an act predating the acquisition, eabjo time limitations. The date(s) of contamioatalleged by plaintiffspetitions all preda
the plants acquisition by us, and accordingly we have retifHuntsman of the suits and their obligation tfede and indemnify us from a
against these claims.

Reserves have been provided in an aggregate amaugbnsider reasonable with respect to these claiimere can be no assura
however, as to when these lawsuits and relatecessmay be resolved or the degree of any adversetdfiese matters may have on
financial condition and results of operations. Astantial settlement payment or judgment couldltéswa significant decrease in our work
capital and liquidity and recognition of a lossomr consolidated statement of operations.

3. Environmental and Safety Matters

We are subject to extensive federal, state, londl fareign environmental laws, regulations, rulesl @rdinances. These include,
example:

» the federal Resource Conservation and Recovery (/RECRA”) and comparable state laws that impose requiremfentshe
generation, handling, transportation, treatmenotagfe, disposal and cleanup of waste from ourifiesij

» the federal Comprehensive Environmental Responegpénsation, and Liability Act (“CERCLA") also knowas “Superfund,”
and comparable state laws that regulate the cleahbpzardous substances that may have been rélaapeoperties currently
previously owned or operated by us or locationstiach we have sent waste for dispo:

» the federal Clean Water Ac*CWA”) and analogous state laws and regulations that iendeailed permit requirements and s
controls on discharges of waste water from outifaes;

» the federal Clean Air Act*CAA”) and comparable state laws and regulations thatsmpbligations related to air emissions;
» federal and state laws and regulations currentieadevelopment to address greenhouse“GHG") emissions

In the ordinary course of business, we undertakguient environmental inspections and monitoring arel subject to occasiol
investigations by governmental enforcement autiesritin addition, our production facilities requaenumber of environmental permits
authorizations that are subject to renewal, maalifim and, in certain circumstances, revocatiorntudlcor alleged violations of environmer
laws or permit requirements or the discovery okasks of hazardous substances at or from ourtitzgiltould result in restrictions
prohibitions on plant operations, significant remaééxpenditures, substantial civil or criminal stions, as well as, under some environmt
laws, the assessment of strict and/or joint an@rsg\iabilities. Moreover, changes in environmémégulations could inhibit or interrupt ¢
operations, or require us to modify our facilities operations. Accordingly, environmental or regofg matters may cause us to ir
significant unanticipated losses, costs or liakit

We are committed to establishing and maintainingm@ance with applicable environmental, healthesafincluding process safety) ¢
security (‘EHS&S”) legal requirements, and we hdeeeloped policies and management systems intedodddntify the
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various EHS&S legal requirements applicable to operations and facilities, enhance and assure ¢angel with applicable requiremet
ensure the safety of our employees, contractorapamity neighbors and customers, and minimize greegation of wastes, the emission o
contaminants and the discharge of pollutants. TE#$8&S management systems also serve to fosteresflly and improvement and to red
operating risks.

The following is a summary of some of the existiagys, rules and regulations to which our busingssations are subject.

Waste Management. The federal RCRA and comparable state statutess lamd regulations regulate the generation, han
transportation, treatment, storage, disposal aedncip of hazardous and nbazardous solid wastes. In the course of our oipasatwe
generate industrial wastes that are regulated zerthaus wastes.

Comprehensive Environmental Response, Compensation, and Liability Act. The federal CERCLA and comparable state statudes hn
regulations impose joint and several liability, lvdtt regard to fault or legality of conduct, onsses of persons who are considered 1
responsible for the release of a hazardous sulesiatw the environment. These persons include tineest and past owner or operator of
site where the release occurred, and anyone whmoshsl or arranged for the disposal of a hazardobstance released at the site. U
CERCLA and comparable statutes, such persons magubgct to joint and several liability for the t®f cleaning up the hazard
substances that have been released into the emertnfor damages to natural resources, and focdkts of certain environmental studies
addition, it is not uncommon for neighboring landm&s and other third parties to file claims forgueral injury and property damage alleg:
caused by the hazardous substances releasedérgovtironment.

Although we believe that we have utilized operatimgl waste disposal practices that were standatteimdustry at the time, hazard
substances, wastes or hydrocarbons may have bleased on or under the properties owned or opetatets, or on or under other locatic
including offsite locations, where such substances have been fak disposal. These properties and the substagisposed or released
them may be subject to CERCLA, RCRA, and analogsiage laws. Under such laws, we could be requioecemove previously dispos
substances and wastes, or remediate contaminaipdrpy to prevent future contamination.

To the extent that liabilities arise from operatiar events relating to our Port Neches faciligt thccurred prior to our ownership of
facility, we will generally be entitled to be indeified by Huntsman for eight years after the Juf8&closing, subject to the terms
limitations of the indemnity provisions containedthe Purchase and Sale Agreement with Huntsmancagrovide no assurance, howe
that all of such matters will be covered by theeimhity, that the indemnifying party will honor itbligations, or that the existing indemni
will be sufficient to cover the liabilities for shenatters.

Water Discharges. The federal CWA and comparable state statutes,, lamd regulations impose restrictions and stricttrais with
respect to the discharge of pollutants in wastenatd storm water, including spills and leaksib&nd other substances, into regulated we
The discharge of pollutants into regulated watsrprohibited, except in accordance with the terfa permit issued by the United St
Environmental Protection Agency (“EPASy an analogous state agency. Spill preventiontreband countermeasure requirements may re
appropriate containment berms and similar strustuce help prevent the contamination of regulatedevgain the event of a petrole
hydrocarbon tank spill, rupture or leak. Regulataggncies can also impose administrative, civil eidinal penalties for nosempliance wit
discharge permits or other requirements of therCWater Act and analogous state laws and regukation

Air Emissions. The federal CAA and comparable state statutes, lames regulations regulate emissions of variouspaitutants o
contaminants through air emissions permitting progg and the imposition of other requirements. Saals and regulations may requir
facility to obtain preapproval for the construction or modification ofbjacts or facilities expected to emit air contamisaor result in tt
increase of existing emissions of air contaminaatg] to obtain and strictly comply with air permitsntaining various emissions limitatic
and operational requirements, including the utiiara of specific emission control technologies itoit emissions of particular pollutants.
addition, the EPA and state regulatory agencies ldeveloped, and continue to develop, stringentla¢ions governing emissions of
contaminants at specified sources. Regulatory ageman also impose administrative, civil and cniahipenalties for nosempliance with a
permits or other legal requirements regarding miissions. Depending on the stafgecific statutory authority, individual states nisyable t
impose air emissions limitations that are morengeit than the federal standards imposed by the EPA
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Permits and related compliance obligations underGhAA, as well as changes to state implementatianspfor controlling air emissio
in regional non-attainment areas, including the $ton-Galveston-Brazoria ozone nattainment area, may require our operations tor
future capital expenditures in connection with #uddition or modification of existing air emissiolntrol equipment and strategies.
example, as part of our efforts to comply with sutdanges related to the emissions of nitrogenesxtNOx”) from our facilities, we installe
two new, lowNOX boilers at each of our Houston and Port Necaeiities in fiscal 2006 through 2008, for a totalpital investment of ma
than $40 million. Failure to comply with these esii& control requirements could subject us to manyepenalties, injunctions, conditions
restrictions on operations and enforcement actions.facilities may also be required to incur certeapital expenditures in the future for
pollution control equipment in connection with dbtag and maintaining operating permits and applofa air emissions.

Legislative and regulatory measures to addressernadhat emissions of certain gases, commonlyresféo as GHGs, including cart
dioxide, may be contributing to warming of the Bastatmosphere are in various phases of discussinsptementation at the internatior
national, regional and state levels. The petrocbalindustry is a direct source of certain GHG eioiss, namely carbon dioxide, and fu
restrictions on such emissions could impact owrrBibperations. In the United States, federal latig; imposing restrictions on GHG is un
consideration. In addition, the EPA is taking stépet would result in the regulation of GHGs aslygahts under the CAA. Furthermore
September 2009 the EPA finalized regulations takifigct in 2010 that require monitoring and repaytof GHG emissions on an annual b
including extensive GHG monitoring and reportingjuigements. Although this new rule does not con@b®G emission levels from a
facilities, it will cause us to incur monitoring émeporting costs. In December 2009, the EPA issuéidding that GHGs in the atmosph
endanger public health and welfare, and that eomissirom mobile sources cause or contribute to GHGBe atmosphere. The endangerr
finding will not immediately affect our operationsyt standards eventually promulgated pursuarniéed findings could affect our operati
and ability to obtain air permits for new or modifacilities. Moreover, lawsuits have been filegling to force the federal governmer
regulate GHG emissions under the CAA and to reqadéZidual companies to reduce GHG emissions ftheir operations. These and of
lawsuits relating to GHG emissions may result inisiens by state and federal courts and agencésthuld impact our operations and ab
to obtain certifications and permits to construtufe projects.

Passage of climate change legislation or other&ae state legislative or regulatory initiativibst regulate or restrict GHG emission
areas in which we conduct business could adveedtdgt the demand for our products, and dependinthe particular program adopted, cc
increase the costs of our operations, includindsctis operate and maintain our facilities, to ilstaw emission controls on our facilities,
acquire allowances to authorize our GHG emissitmpay any taxes related to our GHG emissions artd/administer and manage a G
emissions program. At this time, it is not possitlleaccurately estimate how laws or regulationsesking GHG emissions would impact
business, but we do not believe that the impacatsowill be any more burdensome to us than to ahgratimilarly situated companies.

In addition to potential impacts on our businessuling from climatechange legislation or regulations, our business atsuld b
negatively affected by climatehange related physical changes or changes in ereadliterns. A loss of coastline in the vicinityoofr facilities
which are located near the Gulf of Mexico, or acréase in severe weather patterns could resulaimades to or loss of our physical as
and/or a disruption of our supply and distributidrannels. Changes of this nature could have a iabasztverse impact on our business
addition to potential direct impacts on us, climatenge legislation or regulation and climate cleargjated physical changes could af
entities that provide goods and services to us iaditectly have an adverse effect on our businesseault of increases in the cost:
availability of such goods or services. At thiseinit is not possible to accurately project theet of any such indirect impacts.

In addition to the requirements imposed upon udaly, we also enter into other agreements from timéime with state and loc
environmental agencies either to avoid the riskgaténtial regulatory action against us or to impat improvements that exceed current |
requirements. To that end, we have entered intdali@ving agreements that will require us to reglwaur emissions of butadiene and ¢
volatile organic compounds at our Houston faciitydescribed below:

* In June 2005, we executed a Voluntary EmissionsuBtath Agreement“VERA”) with the Texas Commission on Environme
Quality (“TCEQ"), in which we agreed to reduce emissions of butadfesra three main sources at our Houston facilityfifiy
percent by the end of December 2008. We were istanbal compliance with the reduced emissionsstioll by the agre:
deadline, and are in ayring discussions on continued emission reductilinaddition to the emissions reductions, we cortaditc
a series of operational initiatives, including thstallation of a state-of-thart fence line monitoring system to detect emissia
our Houston facility. Similarly, in December 200 entered into
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Settlement Agreement with the City of Houston (“CQHn which we agreed to many of the same emissiodsicteons an
operational commitments contained in the VERA intenge for a global release by COH of potentiahtdahat could be asser
against us related to past emissions e

* In January 2009, we signed an Agreed CorrectivéoAdDrder “ACAO") with TCEQ related to our Houston facility. The AC.
was approved by the TCEQ Commissioners in April2fiflowing a public agenda hearing. The ACAO obt&s us to undertak
five-year, $20 million incremental spending program oojgtts designed to enhance environmental perfocsanat would n
normally have been done as part of routine maimesat our Houston facility. We expect to implemtna required measures
incur the incremental spending through a combimatio(a) increases in our annual maintenance apitiat@xpenditures throughc
the fiveyear period and (b) additional expenditures in @ation with our regularly scheduled turnaroundiftsly occurring
every three to four years). We expect to fund ttmdamental expenditures from our operations anfidéon borrowings under o
Revolving Credit Facility and do not expect the exgitures to have a material impact on our opearatar liquidity. In the ACAC
we also commit to reduce emissions of volatile nigaompounds from discrete emissions events atHmuston facility on
rolling twelve-month basis by more than thi-five percent of annual p-ACAO levels.

Chemical Product Safety Regulation. The products we make are subject to laws and régaotagoverning chemical product saf
including the federal Toxic Substances Control BTSCA”) and chemical product safety laws in jurisdictiomgsale the United States wh
our products are distributed. The goal of TSCAdsptevent unreasonable risks of injury to healthther environment associated with
manufacture, processing, distribution in commertrss or disposal of chemical substances. Under TSRRAEPA has established report
record-keeping, testing and contrelated requirements for new and existing chemiealls which we must comply. In December 2006,
European Union adopted a new regulatory framewankcerning the Registration, Evaluation and Authation of Chemicals (known
REACH), which became effective on June 1, 2007. Ofhiés main objectives is the protection of huntealth and the environment. REA
requires manufacturers and importers to gathernmdtion on the properties of their substancesrtrest certain volume or toxicological crite
and register the information in a central dataltad®e maintained by a Chemical Agency in FinlanBARH also contains a mechanism for
progressive substitution of the most dangerous a@swhen suitable alternatives have been ideutifiVe met the deadline of Decemb
2008 for the preegistration of those chemicals manufactured iripgoorted into, the European Economic Area in giti@stof one metric tc
or more that were not otherwise exempted. Complegéstrations containing extensive data on the agttaristics of the chemicals will
required in three phases, depending on producsageior tonnage imported per year, and the toxdadb criteria of the chemicals. The f
registrations are required in 2010; subsequenstragions are due in 2013 and 2018. The toxicollgiciteria considered for registrat
determinations are carcinogenicity, mutageniciggroductive toxicity (category 1 and 2), and aguikicity. By June 1, 2013, the Europ
Commission will review whether substances with emoh@ disruptive properties should be authorizedalfer alternatives exist. By Jun
2019, the European Commission will determine whethextend the duty to warn from substances of Wgh concern to those that coulc
dangerous or unpleasant. We do not expect thatdbts to comply with current chemical product safetquirements or REACH will |
material to our operations or financial positionisipossible that other regions in which we operaiuld follow the European Union appro
and adopt more stringent chemical product safefyirements.

Health and Safety Regulation. We are subject to the requirements of the fedeuPational Safety and Health Act (“OSHA3NC
comparable state statutes, laws and regulationssellaws and the implementing regulations strigtlyern the protection of the health
safety of employees. The Occupational Safety andlthléddministration’s hazard communication standahdé EPA’s community right-to-
know regulations under the Title Il of CERCLA astilar state laws require that we organize andisclose information about hazard
materials used or produced in our operations.

Our operations are also subject to standards designensure the safety of our processes, includfBgA’s Process Safety Managern
standard. The Process Safety Management standpob@® requirements on regulated entities relatinge management of hazards assoc
with highly hazardous chemicals. Such requiremémttude conducting process hazard analyses foregsms involving highly hazardc
chemicals, developing detailed written operatingcpdures, including procedures for managing chaage evaluating the mechanical intec
of critical equipment. As a result of a processesafudit of our Houston plant conducted by OSsiAdcal office under its process sa
Regional Emphasis Program, we entered into a camg# agreement on October 6, 2007 with OSHA, wligfeement requires us
implement certain corrective actions on a thyear timetable through approximately June 2010. &k currently in compliance with
deadlines in the compliance agreement.
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Security Regulation. We are subject to the requirements of the UnitedeStDepartment of Homeland Security’s Chemicalligaénti-
Terrorism Standard at our Baytown facility and k&rine Transportation Security Act at our HoustBort Neches, and Lake Charles facilit
These requirements establish minimum standardsdourity at chemical facilities and maribased chemical facilities, respectively. We
currently in the process of scope definition andieeering design of facility modifications for cofigmce with these requirements. Under
Marine Transportation Security Act, we have beenraed partial grants to assist with compliancdatRort Neches and Houston facilities.

NOTE N — EMPLOYEE BENEFITS
1. Retirement Plan

We sponsor a defined contribution plan that is labé to all fulliime employees after the first day of the montHofeing theil
employment date. Employees can contribute up to,28t6to exceed $16,500 for both 2010 and 2009heif base compensation to a tax-
deferred fund. We match at the rate of one doarfich dollar contributed by the employee up tod%uch employes’base compensatis
and contributions vest immediately. Our expens@atch employee contributions was $0.7 million afdb$nillion for the three months enc
March 31, 2010 and 2009, respectively, and $1.6amiland $1.5 million for the nine months ended theB81, 2010 and 2009, respectiv
Additionally, we made discretionary contributiomsthe plan of $0.1 million and $0.0 million for thieree months ended March 31, 2010
2009, respectively, and $0.8 million and $0.5 miilfor the nine months ended March 31, 2010, af® 2@spectively.

2. Stock Compensation Plans

In December 2004, our stockholders approved thd Z0ck Award Plan (the “Plan”y March 2006, we amended the Plan to reser
to an additional 788,433 shares of common stocleutite Plan. The Plan reserves 2,613,317 sharesirofommon stock in the form
1,331,722 stock options and 1,281,595 restrictecksawards for issuance to certain of our directofficers and employees. The stock op
and restricted stock awards under the Plan vest avperiod of five years or less. While the Plampies on its own terms effecti
December 15, 2010 for purposes of new grants, andgtg awards remain in effect after the Pdaexpiration date, per the terms of the a\
agreements.

In November 2008, our stockholders approved the9206ng Term Incentive Plan (the “2009 Planihich reserves up to 1,250,(
shares of common stock for awards granted, in whol@& part, in common stock, including rights gtions which may be exercised foi
settled in common stock. Awards under the 2009 Ré&st over a period of ten years or less, pereghmag of the award agreements. The :
Plan expires on its own terms effective November2lil 8 for purposes of new grants. In December 200%ssued the first awards from
2009 Plan, consisting of 54,348 shares of partitigaestricted stock.

Stockbased compensation expense for the three montleslévidrch 31, 2010 and 2009 was $0.1 million an® #iillion, respectively
and for the nine months ended March 31, 2010 ai®@® s $0.7 million and $5.4 million, respectiveBtockbased compensation expe
was recorded as a component of general and adratinst expenses in the accompanying Condensed Gdetsal Statements of Operatic
For purposes of calculating stobksed compensation expense, the expected termedfptions is based on evaluations of historical
expected future employee exercise behavior, thkefié® interest rate is based on the U.S. Treasueyatathe date of grant with maturity di
approximately equal to the expected life at thengdate, and volatility is based on historical ¥itity of the market price of our stock. We h
not historically paid any dividends.
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The following table summarizes the components ofstock-based compensation programs recorded ansefin thousands):

Three Months Ending Nine Months Ending
March 31, March 31,
2010 2009 2010 2009
Restricted stock
Pretax compensation exper $ 89 $ 1,37C $ 49¢ $ 4,10¢
Tax benefil (32) (479 (175) (959
Restricted stock expense, net of 58 891 324 3,15(
Stock options
Pretax compensation exper a7 421 18¢ 1,26¢
Tax benefil 6 (14§) (66) (295)
Stock option expense, net of t (12) 273 128 96¢
Total stock based compensatis
Pretax compensation exper 72 1,791 68¢ 5,37:
Tax benefi (25) (627) (241) (1,25%)
Total stock based compensation expense, net ( $ 47 $ 1,16/ $ 447 $ 4,11¢

In the third quarter of fiscal 2010, we recognizeébrfeiture of stock options and restricted sttit&t had the effect of reducing fis
2010 expense by $0.2 million.

As of March 31, 2010, we had unrecognized compénrsatost related to restricted stock and stock omsti of $0.7 million ar
$0.1 million, respectively.

3. Defined Benefit Pension Plan

On January 1, 2007, we established a cash baldaedqy the benefit of represented employees aPtire Neches facility acquired frc
Huntsman in June 2006. Participation in the cadanice plan is subject to terms of negotiated catgrd-or participating employees, the ¢
balance plan benefit formula provides annual pagits from 4% to 12% of eligible pay, dependingame and service, plus accrued inte
Participants with service under the Huntsman ddfinenefit plan may be eligible for additional aninpay credits from 1% to 8%, depend
on their age and service as of that date, for ufived years. The plas’ assets are maintained by trustees in separathaged portfolic
consisting of equity and fixed income securities.

Net periodic pension cost consists of the followtmgnponents (in thousands):

Three Months Ending Nine Months Ending
March 31, March 31,
2010 2009 2010 2009
Components of net periodic pension ci

Service cos $ 332 $ 338 $ 99¢ $ 99¢
Interest cos 55 32 16E 96
Expected return on asst (35) (20 (10%) (60)
Amortization of actuarial los 14 3 42 9

$ 36€ $ 34¢ $1,09¢ $1,04¢
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NOTE O — SEGMENT INFORMATION

We manage our core business as two operating ségrbased on the products we offer and the marketseme. Our organizatiol
structure is designed to most effectively manageboisiness segments and service the needs of stongers. Our operating segments art
C4 Processing business and the Performance Prduligitess.

In the C4 Processing business, we process the d@ddstream into several higher value componentsjeha butadiene, buterik-
raffinates and MTBE. In our Performance Productsiress, we produce high purity isobutylene, progssisutylene to produce higher va
derivative products such as polyisobutylene ansbBiitylene, and produce nonene and tetramer &ayown facility. With the completion
our isobutylene processing unit in the first quadiefiscal 2008, we idled our Houston dehydrogamatinits and stopped production of MT
from those units. After idling the dehydrogenationits, MTBE has been produced only from our C4 esstng activities at significan
reduced volumes, and is used either as a feedttaitie Performance Products segment or sold oppistitally into overseas markets. Fr
the third quarter of fiscal 2008 forward, MTBE rewes and operating results are included in our ©4e3sing segment category for repol
purposes.

We produce steam and electricity for our own useuatHouston facility and we sell a portion of aieam production as well as exc
electricity. The revenues and expenses relatedl¢oas steam and electricity are not significard are included in the C4 Processing segment.
The primary products produced in our C4 Processagnent and their primary uses are as follows:
» Butadiene- primarily used to produce synthetic rubber thah&nly used in tires and other automotive prodt
* Buten¢1 - primarily used in the manufacture of plastic resind synthetic alcohol
« Raffinates- primarily used in the manufacturing of alkylateg@anponent of premium unleaded gasoli
* Methyl Tertiary Butyl Ether*MTBE") - primarily used as a gasoline blending stc

The primary products produced in our Performanael&ets segment and their primary uses are as fsilow
» High purity isobutylene“HPIB”) - primarily used in the production of synthetic rubbabricant additives, surfactants and coatil

» Conventional polyisobutylenes (“PIB") and highlyative polyisobutylenes (“HR-PIB”) primarily used in the production of fi
and lubricant additives, caulks, adhesives, seakamd packaging

» Diisobutylene- primarily used in the manufacture of surfactantasticizers and resin
* Nonene and tetram+ primarily used in the production of plasticizerstfactants, and lubricant additive

1. Reportable Segments

The following table provides sales volumes, revenumst of sales and Adjusted EBITDA by reportatdgment for the perio
presented. The table also provides a reconciliadioAdjusted EBITDA to Net Income (Loss), the malstect comparative GAAP meas
reported in the Consolidated Statements of Opersitiddjusted EBITDA is not a measure computed toedance with GAAP. Accordingly
does not represent cash flow from operations, sdt intended to be presented herein as a sulestitubperating income or net income
indicators of our operating performance. We cakeuladjusted EBITDA in accordance with our creditiféies, meaning earnings befi
interest, taxes, depreciation and amortization {EB), then adjusted to add back certain additiotgahs. Such additional items include cer
non-<cash items defined by the credit facilities andetéd in the Reconciliation of Adjusted EBITDA et Income (Loss). Our calculation
Adjusted EBITDA may be different from the calcutatiused by other companies; therefore, it may aatdmparable to other companies.
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Adjusted EBITDA is the primary performance measuwgatrused by senior management and our Board ot@n®to evaluate operati
results and to allocate capital resources betweebusiness segments. We also are presenting &dj&BITDA because our lenders requir
to report this measure (referred to as ConsolidBRIDA in the credit facilities) to them, and theeasure is used in ratio calculations
affect our ability to pay dividends and other dizitions, and to make certain investments and agapris, in compliance with covenants ur

our credit facilities.

Sales volumes and financial results by operatiggneat are as follows (in thousands):

Sales volumes (lbs)
C4 Processin

Performance Produc

Revenues:
C4 Processin
Performance Produc

Cost of sales (1)
C4 Processin
Performance Produc

Adjusted EBITDA (2)(3):
C4 Processin
Performance Produc
Corporate

(1) Excludes depreciation and amortization and opegaikpenses
(2) See above for further discussion of Adjusted EBITI

Three Months Ended

Nine Months Ended

March 31, March 31,

2010 2009 2010 2009
531,03 485,01( 1,796,63 1,581,111
153,66 108,26( 443,58° 448,43¢
684,70( 593,27( 2,240,22. 2,029,55!
$299,73: $119,11: $ 904,14 $ 856,37
100,99 43,50¢ 252 ,50¢ 259,58t
$400,72! $162,61¢ $1,156,65. $1,115,96:
$260,44¢ $ 93,80« $ 784,83 $ 786,30!

80,56¢ 33,15: 205,34¢ 209,16
$341,01: $126,95¢ $ 990,18: $ 995,47:
$ 14,657 $ 7,60t $ 65,06¢ $ 46

11,40: 3,351 19,79: 26,06:

(6,957) (5,555) (18,56¢) (19,519
$ 19,10¢ $ 5,401 $ 66,29 $ 6,59¢

(3) Reconciliation of Adjusted EBITDA to Net Income (&) for the three and nine months ended March a4 fsllows (in thousands

Net income (loss)
Income tax expense (benel
Interest expense, n
Depreciation and amortizatic

EBITDA
Non-cash stoc-based compensatic
Unrealized (gain) loss on derivativ

Adjusted EBITDA:
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Three Months Ended

Nine Months Ended

March 31, March 31,

2010 2009 2010 2009
$ 4,05  $(5,291  $16,13.  $(30,600
2,66° (4,170 10,90( (16,087
3,51( 3,94t 11,00¢ 13,18
9,841 10,69¢ 29,95¢ 31,35
20,06¢ 5,18: 67,99¢ (2,149
70 1,58¢ 70C 4,751
(1,030) (1,366) (2,407) 3,98¢
$19,10¢ $ 5,401 $66,29: $ 6,59¢
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2. Segment Assets
We do not identify and report assets by segmeatnatly; consequently, such information is not preed herein.

3. Intersegment Sales

Intersegment product transfers from the C4 Processigignaet to the Performance Products segment aragrficant and, as such, ¢
not reported as inter-segment revenues.

24



Table of Contents

ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations shouldésedrin conjunction with our unaudi
condensed consolidated financial statements anohgzanying notes included in this Form @Q-as well as our audited consolidated finai
statements and accompanying notes and Managesri@istussion and Analysis of Financial Conditionl &esults of Operations includec
Amendment No. 1 to our registration statement om0 filed on January 8, 2010.

Overview

We manage our business and conduct our activitiésd operating segments, our C4 Processing segamehtur Performance Produ
segment. These two operating segments are our fyriregorting segments. In the C4 Processing segmenprocess the crude C4 stream
several higher value components, namely butadiemenel, raffinates and MTBE. In our Performance Prodsetgment, we produce h
purity isobutylene and we process isobutylene talpce higher value derivative products, such agigabutylene and diisobutylene . We ¢
process refinery grade propylene into nonene,nedraand associated Ipyoducts as a part of our Performance Products eeggie produc
steam and electricity for our own use at our Houdsility, and we sell a portion of our steam protion as well as excess electricity, wt
are reported as part of our C4 Processing segment.

The primary driver of our businesses is generahesoc and industrial growth. Our results are impdcby the effects of econor
upturns or downturns on our customers and our fngplas well as on our own costs to produce,ssell deliver our products. Our custon
use most of our products in their production preesstherefore, factors that impact their industdeuld significantly affect our results act
all our product lines. In particular, our feedstamsts and product prices are susceptible to \ijaith pricing and availability of crude o
natural gas and oil-related products such as uatbeghjular gasoline.

The petrochemicals industry is very competitive. \denpete with companies of varying size, finanattength and availability
resources.

Material Industry Trends

The economic crisis that began during the lattet pithe first quarter of fiscal 2009 continueddevelop through the remainder of
first half of fiscal 2009, resulting in a signifitedecline in the prices for our products during fecond quarter of fiscal 2009. In respon:
these developments, in order to reduce operatirggscand match production to the reduced needs pfcostomers and suppliers,
temporarily idled various production units at botir Houston and Port Neches facilities in Decen#8$8. We also released a portion of
contractor workforce to further reduce costs.

During the third quarter of fiscal 2009, we notidegprovement in demand for some products relativéhe previous months, and
restarted all of the production facilities that idked in December 2008. However, our butadiene pectdn was negatively impacted by redu
supply of crude C4, the raw material input for @# Processing extraction process. We receive nfostiocrude C4 from steam crack
which are designed to process naphtha and natasaliguids into ethylene. Crude C4 is a byprodddhe ethylene production process.
volume of crude C4 produced by the ethylene produce driven by the amount of ethylene productiowl ghe composition of the ste
crackers feedstock. Some major ethylene producers hav@ekiility to vary from light feedstocks, such astural gas liquids (NGLs),
heavier feedstocks, such as naphtha, or vice \@@panding on the economics of the feedstock. Whieyleme producers process hea
feedstock, greater volumes of crude C4 are produbledvever, when light feedstocks are inexpensivatike to heavy feedstocks, -
producers may choose to process those light feadstostead, a process referred to as “light cragkiwhich results in lower volumes of crt
C4 production. Since the third quarter of fisca0d2@nd through the first nine months of fiscal 204GL prices have been attractive relativ
naphtha. Consequently, light cracking has beengbeat throughout this time period, reducing ourder4 supply and thereby decreasing
butadiene production and sales volumes.

In sharp contrast to the first nine months of fis2@09, the first nine months of fiscal 2010 hawe=ib characterized by continuot
improving market conditions as well as increasietrgdleum prices and related commodity market irgli€&nce a substantial portion of our
material costs and product selling prices are tiethese commaodity indices (such as indices basetth® price of unleaded regular gaso
butane, isobutane or refinery grade propylene)induthe first nine months of fiscal 2010 we expecied upward trends in both our |
material costs and our selling prices. Althoughlyaiw material costs and selling prices have irsrdaver the first nine months of fiscal 2(
selling price increases have outpaced raw mateost increases, resulting in profit margin improeamover the course of the period. Suj
shortages for some of our products have also dwi&d to margin improvement over the course opéréod.

25



Table of Contents

Recent Developments
On May 4, 2010, our shares began trading on The NASDAQ Capital iiankder the symbol “TPCG”.

On April 29, 2010, we amended and extended our revolving credit facility. The amended facility increases overall capacitym
$140 million to $175 million, subject to borrowirmase calculations, and extends the maturity date ffune 2011 to at least March 201
addition the amended credit agreement includeseordion feature that could facilitate access witaxhal capacity if necessary for contin
growth.

In February 2010, we completed a major scheduled plant turnaround at the Houston facility . The turnaround was completed on time
budget and without incident, and the facility opedaat expected high and efficient production ratesughout the remainder of the tt
quarter. With the plants operating at high rates,bglieve we are positioned well to address custatemand in the seasonally strong fo
quarter, subject to crude C4 supply.

In February 2010, we received a $39.8 million refund of federal income taxes paid for fiscal 2004 through fiscal 2006. As a result of th
Worker, Homeownership, and Business AssistanceoA2009, which was signed into law on November@2and extended the catgeck
period from two to three, four or five years, wepbgd for a refund of income taxes paid for fisgahrs 2004, 2005 and 2006. Of the 1
amount of the fiscal 2009 net operating loss, wglieg to carry back $124.3 million, which resulteda refund of $39.8 million received
February 2010. The remaining portion of the fis2@09 net operating loss of $8.3 million is avaitabd be carried forward to offset fut
taxable income. We are continuing to evaluate ogtifor use of the cash proceeds in a strategic eratesigned to maximize value to
stockholders.

In November 2009, we received the second and final installment of our claim under our business interruption insurance policy related to
damages incurred from Hurricane lke in September 2008. On or about September 11, 2008, in anticipatiohlwfricane lke, we shut down
three of our major operating facilities. Our fa@és sustained relatively minor damage but remastad down for approximately one we
However, many of our customers and suppliers sedfegreater damage than we suffered and were in sases significantly slower
recommence operations, resulting in significantiyt@iled sales volume. As a result of losses warirdl, we made a claim against our busi
interruption insurance policy. Our total claim fatient of $47.0 million consisted of a $19.5 millideductible, a $10.0 million paym
received in fourth quarter of fiscal 2009 and eoselcand final payment of $17.1 million (net of reeny expenses of $0.4 million) in the sec
quarter of fiscal 2010.

In order to preserve liquidity in response to the ongoing global economic crisis and to align our expenditures with our decreased sales
volumes, in the fourth quarter of fiscal 2009 we undertook initiatives to reduce our operating and general and administrative expenses and our
capital spending. These initiatives included a reduction of our aet®4 processing and butadiene production capasitwedl as headcou
reductions at our corporate headquarters and abpenating facilities. We reduced our capital spegdo baseline levels, given that our m
capital investment program was substantially coteplactions taken to reduce our active crude C4lartddiene production capacity inclus
shutting down one of the two trains processing erGd at our Port Neches facility and temporarilingl some capacity at our Houston facil
From time to time we reactivate the idled produtti@pacity at our Houston facility, but we do ngpect to operate both trains at Port Ne:
again until feedstock supply conditions improve.
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Results of Operations

Selected financial and operating data for our rigide business segments for the three and ninempamiods ended March 31, 2010
2009 is summarized below (in thousands).

Three Months Ended Nine Months Ended
March 31, March 31,
2010 2009 2010 2009
Sales volumes (Ibs)
C4 Processin 531,03° 485,01( 1,796,63 1,581,111
Performance Produc 153,66! 108,26( 443,58° 448,43¢

684, 70( 593,27( 2,240,22. 2,029,55!

Revenues:
C4 Processin $299,73. $119,11: $ 904,14. $ 856,37
Performance Produc 100,99: 43,50¢ 252,50 259,58t

$400,72¢ $162,61¢ $1,156,65. $1,115,96:

Cost of sales (1)
C4 Processin $260,44¢ $ 93,800 $ 784,83. $ 786,30!
Performance Produc 80,56¢ 33,15 205, 34¢ 209,16

$341,01: $126,95¢ $ 990,18: $§ 995,47:

Operating expenses
C4 Processin $ 24627 $22397 $ 71290 $ 74,72
Performance Produc 9,02¢ 7,00¢ 27,36¢ 24,35¢

$ 33,65¢ $29,40! $ 98,66t $ 99,07¢

(1) Excludes depreciation and amortization and opegaikpenses. See further discussion below u*“Cost of sale”.

Third Quarter of Fiscal 2010 versus Third Quarter of Fiscal 2009
Revenues

Total revenues for the third quarter of fiscal 2@l€re $400.7 million, which represents an incre#sk238.1 million, or 146%, compal
to total revenues of $162.6 million for the corrsging quarter of fiscal 2009. The increase in nexss reflected an overall 15% increas
sales volumes and a 118% increase in overall agesatliing prices. The positive impact of higheresalolumes was $35 million and
positive impact of the higher average selling miess $203 million. The substantial improvementertéd more favorable market conditi
in the current year quarter, in which customer deinand selling prices have increased, compareteqtior year quarter. The prior y
guarter was characterized by depressed commodigspand customer demand attributable in parteégytbbal economic recession that ste
in the latter part of calendar 2008.

C4 Processing segment revenues for the third qualrtéscal 2010 were up $180.6 million, or 152%npared to the comparable p
year quarter. The improvement reflected 9% higlaessvolumes and average selling prices that wene ihan double (up 136%) the p
year quarter average. The positive impacts on segmgenues of the higher sales volumes and higherage selling prices were $9 mill
and $172 million, respectively.

Performance Products segment revenues for the 28d® third quarter were up $57.5 million, or 13286mpared to the prior ye
qguarter on 42% higher sales volumes and 64% higherage selling prices. The positive impact of igher sales volumes, which reflec
increases for all products, was $27 million andgbsitive impact of the higher average selling ggiavas $30 million.
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Cost of sales

Cost of sales includes variable production andibigtion costs, including raw materials and relatgabund freight, energy, catalyst
chemicals used in the manufacturing process, wdisfgosal and outbound product distribution costanifacturing and related operat
overhead expenses, excluding depreciation and emaitboh, are included in operating expenses diszlibglow.

Total cost of sales was $341.0 million for the dhguarter of fiscal 2010 compared to $127.0 milliorthe third quarter of fiscal 20(
The overall $214.0 million, or 169%, increase irstcof sales reflected the combined impact of 15¢héi sales volumes and average
material costs that were 183% higher than the yéar quarter. Consistent with the discussion tihgeprices above, the overall improvem
in economic and market conditions in fiscal 2018 Ao resulted in steadily increasing raw mateagalts. Total cost of sales represented
and 78% of total revenues for the current and préar third quarter, respectively.

C4 Processing segment cost of sales for the thiedter of fiscal 2010 increased $166.6 million,138%, compared to the prior y
quarter resulting from 9% higher sales volumes 2868% higher average raw material costs. C4 Praugssegment cost of sales &
percentage of segment revenues was 87% in thegbader of fiscal 2010 and 79% in the third quaofefiscal 2009.

Performance Products segment cost of sales foithing quarter of fiscal 2010 were up $47.4 millicor, 143%, compared to t
comparable prior year quarter. The increase reftethe impact of 42% higher sales volumes and 8&fteh average raw material co
Performance Products segment cost of sales azanpage of segment revenues were 80% and 76%dautinent and prior year third quart
respectively.

Operating expenses

Operating expenses include plant manufacturing heast, supply chain services, environmental, heatith safety costs, research
development, sales overhead, customer supportegyofaxes and property and casualty insuranceresepe

Operating expenses incurred in the third quartdisofl 2010 were $33.7 million, which were $4.2lion, or 14%, higher than the $2!
million incurred in the corresponding fiscal 200%agter. The primary components of the increase Wigiger routine and renewal maintene
costs of $2.6 million and higher compensation aedefit costs of $2.4 million, partially offset bhet absence of hurricane damage r
expense incurred in the prior year quarter of $illion. The increase in plant operating expensélected curtailed operations in the prior
guarter as a result of the depressed market conditis well as deferral of discretionary spendingréserve liquidity.

General and administrative expense

General and administrative expense in the fiscaD28@ird quarter was $7.5 million compared to $miBion in the comparable prior ye
quarter. The primary variances from the prior ygaarter were higher compensation and benefit aifs#d.8 million, including severance
$0.7 million, and lower stock-based compensatiopeese of $1.7 million. The lower stoblased compensation was due to the majori
option and restricted stock grants becoming fuéigted in fiscal 2009.

Depreciation and amortization expense

Depreciation and amortization expense was $9.8amifor the fiscal 2010 third quarter compared 1.8 million for the correspondi
qguarter of fiscal 2009. The lower depreciation fe tcurrent year quarter reflected the return tcelb@es capital spending subsequen
completion of our major capital investment initiats in the first quarter of fiscal 2009.

Unauthorized freight payment recoveries

In July 2007, we discovered that a former employeith the assistance of a nemployee conspirator, had directed unautho
payments from our accounts to a fictitious vendovarious amounts in years prior to fiscal 2009August 2008, the former employee anc
non-employee conspirator were convicted of certain esmelated to the unauthorized freight paymentsaks of their convictions, the forn
employee and his noamployee conspirator were required to forfeit assetthe Office of the U.S. Attorney for restitutioThe majority ¢
these assets were liquidated by the U.S. governmaadtin the third quarter of fiscal 2009 we ree€ivt4.7 million as restitution of los:
represented by the unauthorized freight paymentsh&r recoveries, if any, are not expected toidpeificant.
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I nterest expense

Interest expense for the third quarter of fiscal@@vas $3.5 million compared to $3.9 million foetthird quarter of fiscal 2009. T
lower expense in the current year quarter primaefyected a lower average amount outstanding anRavolving Credit Facility of $28
million, as interest rates in the current and pyiear periods were comparable.

Unrealized gain on derivatives

Unrealized net gains on derivatives were $1.0 amlland $1.4 million for the third quarter of fis@010 and fiscal 2009, respectivi
The gain in the fiscal 2010 quarter consisted elytiof a gain on the interest rate swap relatedutoTerm Loan Facility. The gain in the pi
year third quarter consisted of a gain of $0.9imillon the interest rate swap and a gain of $0lbomirelated to commodity swap

I ncome tax expense

Our effective income tax rate for the fiscal 20bDd quarter was 40%, compared to 44% for fisc&lRthird quarter. The effective ra
for both quarters reflected federal tax provisias35% and Texas and Delaware franchise taxeshigher effective rate in the prior yt
quarter reflected a true-up as a result of an asmén the projected annual effective tax rate.

Net income

Fiscal 2010 third quarter net income was $4.1 onilcompared to net loss of $5.3 million for thediquarter of fiscal 2009. The primi
components of the $10.1 million improvement were fiositive impacts of higher revenue of $238.1 ianlland lower stoclbase:
compensation of $1.5 million, partially offset bigher cost of sales of $214.0 million, higher opiagexpenses of $4.3 million, absence o
unauthorized freight payment recovery of $4.7 mwiillin the current year quarter and higher tax gioni of $6.8 million.

First Nine Months of Fiscal 2010 versus First Nine Months of Fiscal 2009
Revenues

Total revenues for the first nine months of fis2all0 were $1,156.7 million, an increase of $40.Wioni or 4%, compared to to
revenues of $1,116.0 million for the correspondgggiod of fiscal 2009. The overall increase in raxes was driven by a 10% increas
overall sales volume, which was partially offsetlower average selling prices for most productdinghich in the aggregate were 6% lo
The positive impact of the higher sales volumes #&46 million, while the lower average selling pschad an overall negative impac
revenues of $105 million. Sales volumes for thstfiine months of fiscal 2009 were curtailed in fingt two months of the period by limit
crude C4 availability and subsequently by the aftgh of Hurricane Ike and weakened demand relatéldet global economic recession. S
volumes in the first nine months of fiscal 2010eefed an upward trend in overall demand for oadpcts that has followed the improven
in general economic and market conditions. Aversglkng prices for the first nine months of theopriiscal year were positively affected
strong demand and high petrochemical and feksited prices during the first two months of tlipd, and then were negatively affected
the remainder of the period as a result of the glelsonomic recession. Selling prices for the fiisie months of fiscal 2010, although or
overall average basis below prior year levels, hiageeased over the course of the period. The upwand over the first nine months of fis
2010 reflected strengthening economic conditiolas fiave driven petroleum prices and related comiypadarket indices upward. Fiscal 2(
average selling prices have also benefited froht tigarket conditions for our products.

C4 Processing segment revenues in the first ninetlsoof fiscal 2010 were higher by $47.8 milliom,686, compared to the first ni
months of fiscal 2009. The overall increase reflddhe a positive impact of 14% higher sales volkipeetially offset by the negative impac
average selling prices that were approximately #6w prior period levels. The positive impact oé thigher sales volumes was $133 mill
while the negative impact of the lower averagdrsglprices was $85 million.

Performance Products segment revenues for thenfinst months of fiscal 2010 were down $7.1 million,3%, versus the compara
period on slightly (1%) lower overall sales volumed 3% lower average selling prices. The lowerssatdumes reflected the loss of si
volume related to a contract that ended as of Dbeedil, 2008, which was offset by higher sales wmelsi in fiscal 2010 for all other prod
lines in this segment. The contract that ended eceihber 31, 2008 contributed 25% of total salesrmek and 21% of total revenues for
segment during the first nine months of fiscal 2008 negative impact of the lower
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average selling prices was $20 million, while thepact of the overall slight reduction in sales wotuwas a positive $13 million due to
product mix in which higher priced products durihg first nine months of fiscal 2010 offset thesladg lower priced products related to
expired contract.

Cost of sales

Total cost of sales was $990.2 million for thetfinfhe months of fiscal 2010 compared to $995.3ionilin the first nine months of fisc
2009. The overall $5.3 million, or 1%, decreaseadst of sales was driven by lower average raw rnztend energy costs, partially offset
the impact of 10% higher sales volumes. Overaltaye raw material costs for the first nine monthBszal 2010 were lower by 7% compa
to the prior year period. Total cost of sales repnted 86% and 89% of total revenues for the flirs¢ months of the current and prior y
respectively.

C4 Processing segment cost of sales for the fingt months of fiscal 2010 were slightly lower (I¢lsan 1%) than for the comparable y
period, reflecting lower average raw material andrgy costs, partially offset by the impact of 14#gher sales volumes. Fiscal 2010 ave
raw material costs were 8% lower versus the contpanarior year period. C4 Processing segment cbstles as a percentage of segt
revenues was 87% in the first nine months of fiedl0 and 92% in the comparable fiscal 2009 period.

Performance Products segment cost of sales fdirgteine months of fiscal 2010 decreased by $8il8on, or 2%, compared to the fi
nine months of the prior year, which primarily egfted slightly lower raw material and energy co$te impact on sales volume of the s
contract that ended as of December 31, 2008 (seaistiion of Performance Products revenues abovepffset by substantially higher se
volumes in fiscal 2010 for all other products. Tdwntract that expired on December 31, 2008 corteibh25% of total segment sales volu
and 22% of total segment cost of sales in the fliirse months of fiscal 2009. The Performance Prtedsegment cost of sales as a percente
segment revenues was 81% for both the currentarehprior year periods.

Operating expenses

Operating expenses incurred during the first nirentims of fiscal 2010 were $98.7 million comparedb®.1 million incurred in tf
corresponding fiscal 2009 period. The primary défeces were the absence of hurricane damage megaense incurred in the prior yeal
$3.4 million, lower renewal maintenance expense$20 million, lower property taxes of $1.6 milliohigher routine maintenance of §
million, higher insurance costs of $1.1 milliongher turnaround amortization of $1.0 million, higleenployee benefit costs of $1.4 million :
higher selling overhead expenses of $0.6 million.

General and administrative expenses

General and administrative expenses for the finse months of fiscal 2010 were $20.8 million congmhito $25.4 million in tt
comparable prior year period. The primary compasneftthe $4.6 million decrease were reductions68$nillion related to our stockase:
compensation plan, lower outside legal fees antesgtnt costs of $0.8 million and higher compemsatind benefit costs of $2.9 milli
including severance costs of $0.7 million. Sthesed compensation decreased by $4.7 million dtheetmajority of option and restricted st
grants becoming fully vested in fiscal 2009. Theuation also reflected the absence in the curreat period of $1.6 million incurred by us
the comparable prior year period to pay the indigldax liability of our directors and certain afromanagemenevel employees related to-
vesting of their restricted stock. The amount wil peas based on their individual tax liability redd to the value of the stock that veste:
July 1, 2008. No such option was available to dveadors and management employees regarding tiected stock that vested on July
20009.

Depreciation and amortization expense

Depreciation and amortization expense was $30.0omifor the first nine months of fiscal 2010 comga to $31.4 million for tr
corresponding period of fiscal 2009. The slightiyér depreciation in the current year period réfldche return to baseline capital spen
subsequent to completion of our major capital ibmesit initiatives in the first quarter of fiscal @@

Unauthorized freight payment recoveries

In July 2007, we discovered that a former employeith the assistance of a nemployee conspirator, had directed unautho
payments from our accounts to a fictitious vendovarious amounts in years prior to fiscal 2009August 2008, the
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former employee and his h@mployee conspirator were convicted of certain esmelated to the unauthorized freight paymentspdys o
their convictions, the former employee and his pamployee conspirator were required to forfeit assetthe Office of the U.S. Attorney -
restitution. The majority of these assets wereitigted by the U.S. government, and in the thirdriguaof fiscal 2009 we received $4.7 mill
as restitution of losses represented by the unaadtbfreight payments.

Business interruption insurance recoveries

During the first nine months of fiscal 2010, wee®ed $17.1 million (net of recovery expenses o#$illion) as the second and fi
installment of our business interruption insurareeovery related to Hurricane lke. Our total setéat of $47.0 million consisted of a $1
million deductible, a $10.0 million payment receivie the fourth quarter of fiscal 2009 and the fipayment of $17.5 million, before expen:
received in the second quarter of fiscal 2010. inkarance recovery is reflected in operating redioit the C4 Processing segment.

I nterest expense

Interest expense for the first nine months of ik 0 was $11.0 million compared to $13.2 millimn the first nine months of fisc
2009. The lower expense in the current year paefldcted lower interest rates on a lower averageumt outstanding on our Revolving Cri
Facility of $30.2 million, partially offset by alhsee of capitalized interest in the current yeaiqugrwhich was $0.9 million in the prior ye
period.

Unrealized gain/loss on derivatives

Unrealized net gain on derivatives was $2.4 millionthe first nine months of fiscal 2010 compatedx net loss of $4.0 million in t
comparable prior year period. Both the gain infteeal 2010 period and the loss in the fiscal 2p@€iod were associated with the interest
swap related to our Term Loan Facility.

I ncome tax expense

Our effective income tax rate for the nine monthgexl March 31, 2010 was 40%, compared to 34% fercttmparable fiscal 20
period. The effective rates for the first nine ntenof both years reflected federal tax provision8%6 and Texas and Delaware franc
taxes; however, the current year provision inclutiesimpact of a Domestic Production Deduction hi0dmillion originally taken on the fisc
2006 tax return that was permanently lost as dtre§wcarry back of our fiscal 2009 net operatingd, which eliminated fiscal 2006 taxe
income. In December 2009, as a result of the Workemeownership, and Business Assistance Act oBabat was signed into law
November 6, 2009, we applied for a refund of incdeess paid for fiscal years 2004, 2005 and 2006h©total amount of the fiscal 2009
operating loss of $132.6 million, we applied torgdrack $124.3 million, which resulted in a refusfd$39.8 million received in February 20
The remaining $8.3 million of the fiscal 2009 neeeating loss is available to be carried forwardftset future taxable income.

Net income

Net income for the first nine months of fiscal 2048s $16.1 million compared to net loss of $30.8ioni for the comparable fiscal 20
period. The primary components of the $47.5 milliocrease were the positive impacts of higher saesnue of $40.7 million, lower cost
sales of $5.3 million, the net business interruptiosurance recovery of $17.1 million, the unreadigyain on the interest rate swap of
million and lower stocksased compensation of $4.1 million, partially offeg absence of the unauthorized freight paymeedvery of $4.
million in the current year period and higher tamyssion of $27.4 million.

Liquidity and Capital Resources
Sources and uses of cash

Our primary source of liquidity is cash flow genexhfrom our operating activities and borrowing aeity under our Revolving Cre
Facility. Our primary liquidity requirements are sking capital, capital expenditures, contractudigaiions and debt service. We expec
have adequate liquidity to fund our liquidity recpments over the foreseeable future from cash figererated from operating activities
available borrowing capacity under our Revolvingdit Facility. This expectation is based, howewer estimates and assumptions regar
among other things, our sales volumes, our feedgiacchase volumes, market prices for petrochemicapital and credit market conditic
and general industry and economic conditions. B on more of these factors materially differs froor estimates, we may need to ok
additional financing to conduct our operations, abhinay not be available on acceptable terms dt.at a
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In November 2009, we received $17.1 million (netefovery expenses of $0.4 million) as the secontifimal installment of our clai
under our business interruption insurance politateel to damages incurred from Hurricane lke int&eper 2008 (see further discussion u
Recent Developments above).

In February 2010, we received a $39.8 million refuf federal income taxes paid for fiscal 2004 tiyto fiscal 2006 through the carry-
back of a substantial portion of our fiscal 2009 aygerating loss (see further discussion uriRkeent Developments above).

At March 31, 2010, we had total debt of $270.5 inil] availability under our Revolving Credit Fatiliof $120.0 million, and ca
reserves of $26.2 million. Debt outstanding, in@hgdcurrent maturities, consisted of $270.1 milliemder our Term Loan and $0.4 mill
under a note used to finance our fiscal 2010 imsie@gremiums. As of March 31, 2010, we were in danpe with all the covenants set fc
in the Term Loan and the Revolving Credit Facility.

The Term Loan requires annual prepayments equabfrecified percentage, which varies depending vporcalculated Leverage Ra
of excess cash flow. For excess cash flow genermatisical year ended June 30, 2009, we made a eatyaf $0.4 million in October 2009. |
such prepayment was required for fiscal 2008.

On April 29, 2010, we entered into an Amended aerdt&ed Revolving Credit Agreement, which proviftesa $175 million revolvin
credit facility (the “Revolving Credit Facility"inaturing on the earlier of April 29, 2014, or if regdhan $25 million remains outstanding ut
the Term Loan, March 29, 2013. Availability undee tRevolving Credit Facility is limited to the bowing base, comprised of 85% of eligi
accounts receivable and 65% of eligible inventay redetermined monthly. Up to $30 million of tlaeifity may be used for the issuanci
letters of credit. The Revolving Credit Facilitysalincludes an accordion feature under which theddes may agree, upon our reques
increase their commitments to an aggregate amaniribrexceed $200 million.

Amounts borrowed under the Revolving Credit Facibear interest, at our option, at a rate equaitioer (a) the Eurodollar Rate
defined in the credit agreement) plus 3.00% to %&.76r (b) the base rate (as described below) pld@%2 to 2.75%, in each case dependin
the ratio of our consolidated debt to consoliddE&ITDA (as defined in the credit agreement), wittower leverage ratio resulting in lov
rates. The base rate equals the highest of (ddhnanistrative agent’s prime lending rate, (ii) thederal Funds Rate plus 2 éf 1%, or (iii) the
one-month Eurodollar Rate (as defined in the cragiitement) plus 1%.

A commitment fee is payable on the unused portibth@ Revolving Credit Facility in an amount eqt@l0.50% per annum if avere
availability is less than 50% of the total commitrtsg or 0.75% per annum if average availabilit$®% or more of the total commitments
each case based on average availability duringrgous fiscal quarter.

The Revolving Credit Facility is secured with asfipriority lien on cash, accounts receivable, imoey and certain intangibles, ¢
through crossollateralization with the term loan, a second piydien on all other assets, including fixed @ss@he Revolving Credit Facili
is guaranteed by all of our material domestic sibsies and provides for customary events of défaul

The Revolving Credit Facility includes covenantatttrestrict, subject to specified exceptions, dailitg to:

. create or permit liens on our assi

. incur additional indebtedness or issue redeemajlgyesecurities

. guarantee indebtedne:

. merge or consolidate with a third par

. sell or otherwise dispose of asst

. pay dividends or effect stock k-backs;

. issue or sell stock of subsidiarit

. make loans, investments and acquisitic

. enter into transactions with affiliate

. change the lines of business in which we are entyj;

. change our fiscal yea

. make voluntary prepayments or redemptions of subateld indebtednes

. enter into agreements that limit our subsidi¢ ability to pay distributions to or enter into tragtions with us
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. maintain cash balances in excess of $15 milliomevit using such excess cash to prepay loans unedRevolving Credit Facilit
and

. enter into receivables financings or securitizapoograms

Although the Revolving Credit Facility restricts qagsitions, investments and the payment of dividgengspectively, acquisitiol
investments and dividends are permitted, subject¢gtrictions under the existing term loan agreemniéfa) pro forma current and average 90-
day historical availability each exceed the greatie®50 million or 50% of the total commitments, @) pro forma projected, current ¢
average 9@tay historical availability each exceed the greate$25 million or 25% of the total commitments am& meets a minimu
consolidated fixed charge coverage ratio. Findhg, Revolving Credit Agreement includes a covemaqtiiring a minimum consolidated fix
charge coverage ratio should availability be lessitthe greater of $15 million or 15% of the ta@imitments.

The following table summarizes our changes in dasthe periods presented (in thousands):

Nine Months Ended

March 31,
2010 2009
Cash flows provided by (used fo
Operating activitie: $28,04« $ 22,31¢
Investing activities (6,407 (15,05
Financing activitie: (2,01¢) (7,499
Change in cash and cash equivalt $19,62: $ (23C

Operating activities

In the first nine months of fiscal 2010, we genedapositive net cash flows from operations of $28illion. The primary components
our operating cash flows were net income of $16illiom (which included the net business interruptimsurance recovery of $17.1 millic
plus depreciation and other net ncesh expenses of $44.0 million and the federalnmedax refund of $39.8 million, partially offset
increased investment in working capital of $70.@iam.

Accounts receivable increased $64.6 million to $163illion at March 31, 2010 from $98.5 million atine 30, 2009. Days of se
outstanding at both March 31, 2010 and June 309 28fye consistent with our average of approximas@ydays; however, product reven
for the month of March 2010 were 57% higher thaodpct revenues in the month of June 2009. March) 20/rage selling prices wi
approximately 70% higher than June 2009 averadieg@rices, which was more than sufficient to effthe effect of 8% lower sales volum
March 2010 versus June 2009.

Our inventory at March 31, 2010 of $97.3 million sv§60.4 million higher than the $36.9 million andwB0, 2009. The increase
inventory value reflected the combined effect ahndicantly higher physical inventory volumes anigher overall average cost per pot
Overall pounds in inventory and overall average pes pound at March 31, 2010 were up approximaab and 62%, respectively, compe
to June 30, 2009. The impact of the higher volumg:lagher average cost were $37 million and $28anil respectively.

In the nine months of fiscal 2009, we had positie¢ cash flows from operations of $22.3 million.€Tprimary components of operat
cash flows were the net loss of $30.6 million, effey depreciation and other net nmash expenses of $34.8 million, cash outflow relat
plant turnaround activity of $5.8 million and casflow from reduced investment in working capit&l$22.4 million.

33



Table of Contents

Investing activities

During the first nine months of fiscal 2010, we ésted $6.4 million in the form of capital expendis The low level of capi
expenditures in the period reflected completiomaf major capital investment initiatives in thesfiquarter of fiscal 2009 and the return to
baseline capital requirements within our disciplirsgproach to spending.

During the first nine months of fiscal 2009, we @sted $15.1 million in the form of capital expendis, primarily related to o
polyisobutylene plant that started up in Octobed&0

Financing activities
During the first nine months of fiscal 2010, we haelt outflows from financing activities of $2.0 fiwh, consisting of princip:

repayments on our Term Loan of $2.4 million, pdistioffset by net inflows from borrowings to fina@oour insurance premiums of $
million.

During the first nine months of fiscal 2009, we hed outflows from financing activities of $7.5 twh, consisting primarily of princip
repayments on our Term Loan of $2.1 million, ngaaments on our Revolving Credit Facility of $2.8lion and repurchase of shares for §
million, partially offset by net inflows from borwdngs to finance our insurance premiums of $1.liomil

Off-balance-sheet arrangements

We do not currently utilize any off-balansbeet arrangements to enhance our liquidity andtatapsource positions, or for any ot
purpose.

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

There have been no material developments durinditenine months of fiscal 2010 regarding the teiat previously disclosed ab
guantitative and qualitative market risk in Amendinio. 1 to our registration statement on Formits@ifon January 8, 2010.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this repamt,evaluation was carried out under the superviaiod with the participation of ¢
Disclosure Committee and our management, includimgPresident and Chief Executive Officer and oxedutive Vice President and Ct
Financial Officer, of the effectiveness of our diistire controls and procedures. Based on that atahy our President and Chief Execu
Officer, and Executive Vice President and Chiefaficial Officer concluded that our disclosure cast@and procedures were effective a
March 31, 2010.

Changesin Internal Controls

During the quarter ended March 31, 2010 there wexehanges in our internal controls over financegorting that have materia
affected or are reasonably likely to materiallyeaffour internal control over financial reporting.

PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings
See Note M to the condensed consolidated finastaééments for a description of certain legal peda®ys.

ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds

On December 4, 2009 we issued an aggregate of &4f8res of restricted stock pursuant to our 2088LTerm Incentive Plan to non-
employee directors of the Company as part of thegctor compensation. We did not receive any gasiteeds from the issuance of <
shares. All of such shares were issued in reliampmn the exemption from registration provided byti®a 4(2) of the Securities Act, as
shares were issued in transactions not involvingpablic offering or distribution.
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Iltem 6.

Exhibit
No.

4.5

10.1

311
31.2
32.1

32.2

Exhibits

Amended and Restated Revolving Credit Agreemerriddas of April 29, 2010 among TPC Group LLC anddtier borrowers
named therein, as Borrowers, TPC Group LLC, as Euéwinistrator, various lending institutions, aanlders, Deutsche Bank
Trust Company Americas, as Administrative Agentu8ehe Bank Trust Company Americas and Wells F@mguital Finance LL(
as Co-Collateral Agents, and Deutsche Bank Trustgzmy Americas, as Collateral Agent (incorporateckim by reference to
Exhibit 4.5 to the Compars Current Report on Forn-K filed May 3, 2010)

Agreement dated March 23, 2010 between TPC Group Ti*C Group LLC and Ruth I. Dreessen (incorpatréierein by referenc
to Exhibit 10.1 to the Compa’s Current Report on Forn-K filed March 24, 2010)

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes
Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe06 of the Sarban:
Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behall
the undersigned thereunto duly authorized.

TPC Group Inc.

Date: May 14, 201 By: I's/ CHARLESW. SHAVER
Charles W. Shaver
President and Chief Executive Officer

Date: May 14, 2010 By: /s/ RuTHI. D REESSEN

Ruth |. Dreessen
Executive Vice President and Chief Financial Offier
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Exhibit 31.1
CERTIFICATION

I, Charles W. Shaver, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of TPC Group Inc.

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitiie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

4. The registrar's other certifying officer and | are responsible &stablishing and maintaining disclosure contintsl procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha
a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢

supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

b) [Not applicable];

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtinis report our conclusions ab
the effectiveness of the disclosure controls ansteuiures, as of the end of the period covered Isy rdport based on sL
evaluation; ant

d) disclosed in this report any change in the temi¢'s internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5. The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dniver financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

a) all significant deficiencies and material weaknssgsethe design or operation of internal controgiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registra’s
internal control over financial reportin

Date: May 14, 2010 /s/ Charles W. Shaver

Charles W. Shave
President and Chief Executive Offic



Exhibit 31.2
CERTIFICATION

I, Ruth I. Dreessen, certify that:

1.
2.

| have reviewed this Quarterly Report on Forn-Q of TPC Group Inc.

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omigtede a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, négadisg with respect to t
periods covered by this repo

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer and | are responsible &stablishing and maintaining disclosure contintsli procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

b) [Not applicable];

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtinis report our conclusions ab
the effectiveness of the disclosure controls amsteuiures, as of the end of the period covered ks rdport based on st
evaluation; ant

d) disclosed in this report any change in the teig's internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registranburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regast’ s internal control over financial reporting; &

The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dniver financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

a) all significant deficiencies and material weaknssgsethe design or operation of internal controgiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registra’s
internal control over financial reportin

Date: May 14, 2010 /s/ Ruth I. Dreessen

Ruth I. Dreessen
Executive Vice President and Chief Financial Offi



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of TPC Gydac. (the “Company”) on Form 1Q-for the fiscal quarter ended March 31, 201
filed with the Securities and Exchange Commissiantlte date hereof (the “Report), Charles W. Shaver, President and Chief Exec

Officer of the Company, certify, pursuant to 18 I.S81350, as adopted pursuant to §906 of the Sasléaxley Act of 2002, that, to the b
of my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly mets, in all material aspects, the financial caaditand results of operations of
Company.

Date: May 14, 2010 /s/ Charles W. Shaver
Charles W. Shave
President and Chief Executive Offic




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of TPC Gydac. (the “Company”) on Form 1Q-for the fiscal quarter ended March 31, 201
filed with the Securities and Exchange Commissiorttee date hereof (the “Reportl),Ruth I. Dreessen, Executive Vice President ahibi

Financial Officer of the Company, certify, pursuémtl8 U.S.C. §1350, as adopted pursuant to §9@6eoBarbane®xley Act of 2002, that, -
the best of my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly mets, in all material aspects, the financial caaditand results of operations of
Company.

Date: May 14, 2010 /s/ Ruth I. Dreessen
Ruth I. Dreesse
Executive Vice President and Chief Financial Offi




