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Item 2.02. Results of Operations and Financial Condition

The Company’s press release dated October 31, 2018, regarding its financial results for the quarter ended September 30, 2018, including
consolidated financial statements for the quarter ended September 30, 2018, is Exhibit 99.1 of this Form 8-K.

The information in this Item 2.02, including the corresponding Exhibit 99.1, is being furnished with the Commission and shall not be
deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934.

Item 7.01. Regulation FD Disclosure.

The slides for the Company’s third quarter 2018 earnings presentation on November 1, 2018, are Exhibit 99.2 to this Form 8-K.

The information in this Item 7.01, including the corresponding Exhibit 99.2, is being furnished with the Commission and shall not be
deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

Exhibit No.  Description of Exhibit
99.1  Earnings Release of the Company, dated October 31, 2018
99.2  Earnings Presentation of the Company, dated November 1, 2018
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Trecora Resources Reports Third Quarter 2018 Results

Conference Call at 10:00 am ET Tomorrow, November 1, 2018

SUGAR LAND, Texas, October 31, 2018 – Trecora Resources (NYSE: TREC) a leading provider of high purity
specialty hydrocarbons and waxes, today announced financial results for the third quarter ended September 30, 2018.

“Our results in the quarter reflect a recovery in SHR prime product sales volume from the second quarter, continued
strong sales volume, revenue and margin trends in our wax business, and improved performance at AMAK where mill
feed and recoveries continue to grow. However, elevated feedstock costs along with higher operating expenses
pressured margins and operational disruptions impacted profitability in the quarter,” said Simon Upfill-Brown,
President and CEO.

“With regards to the Advanced Reformer, we were pleased to see the unit was delivering the margin uplift as designed
while production accelerated. Unfortunately, in late third quarter we experienced external power quality issues from our
energy supplier resulting in a loss of catalyst activity which reduced the value of the refined byproduct. Plans are
underway to change the catalyst in the fourth quarter and during this period there will be a 45-day shutdown of the
Advanced Reformer with associated costs of approximately $4 million, but the Penhex units will continue to operate as
normal. We expect the Advanced Reformer to resume full operation in the first quarter of 2019 and we continue to
anticipate EBITDA contribution of $6 million in 2019 and $12 million to $14 million by 2022 from this unit as
planned.
 
“Demand for our products remains strong, and as we shared last quarter, we have a solid plan to achieve operational
excellence in all aspects of our manufacturing operations. While full implementation will take time, in the last couple of
quarters, we are seeing significant progress leading to more predictable and reliable operational execution. We remain
confident that the added capacity and capabilities derived from our multi-year capital building campaign, combined
with our renewed focus on operational excellence, position us well to capitalize on the continued strength of the U. S.
chemicals market and drive profitable growth,” concluded Upfill-Brown.

Third Quarter 2018 Financial Results
Total revenue in the third quarter was $73.4 million, compared with $61.5 million in the third quarter of 2017, an
increase of 19.4%. The increase in reported revenue was driven by a 21.9% increase in the average sales price of
petrochemical products, partially offset by a 3.5% decline in petrochemical sales volume, in each case, compared with
the third quarter of 2017. The higher average sales price was offset by a 37% year-over-year increase in the average
per-gallon cost of petrochemical feedstock, which is the basis for the formula pricing for the majority of the
Company’s petrochemical product sales. Since formula pricing is based upon prior month feedstock averages, sales
price increases tend to lag behind higher feedstock costs resulting in lower margins in the period.

Gross profit in the third quarter was $6.8 million, or 9.3% of total revenues, compared with $9.9 million, or 16.0% of
total revenues, in the third quarter of 2017. Operating income for the third quarter was $0.3 million, compared with
operating income of $4.0 million for the third quarter of 2017.

Net loss for the third quarter was $1.6 million, or ($0.06) per diluted share, compared with net income of $1.7 million,
or $0.07 per diluted share, for the third quarter of 2017 and net income of $2.2 million, or $0.09 per diluted share, for
the second quarter of 2018, which included an approximate $1.4 million benefit from the reversal of certain post-
retirement obligations resulting from the resolution of a dispute with a former employee. Reported net loss in the third
quarter of 2018 reflected equity in losses of AMAK of $1.1 million, or an estimated ($0.04) per diluted share on an
after-tax basis. Net income in the third quarter of 2017 reflected an equity in losses for AMAK of $0.9 million, or an
estimated impact of $(0.02) per diluted share on an after-tax basis. Net income margin for the third quarter was (2.2%)
as compared to 2.8% for the third quarter of 2017.
 
Adjusted EBITDA in the quarter was $4.9 million, representing a 6.7% margin, compared with Adjusted EBITDA of



$7.5 million, representing a 12.2% margin for the same period a year ago.

South Hampton Resources (Specialty Petrochemical Segment)
Petrochemical volume in the third quarter was 21.6 million gallons, compared with 22.4 million gallons in the third
quarter of 2017. Prime product volume in the third quarter of 2018 was 17.0 million gallons, compared with 16.7
million gallons in the third quarter of 2017. Byproduct volume, which is sold at significantly lower margins than prime
products, increased 25.7% sequentially and declined 19.3% year-over-year, to 4.6 million gallons. Margins were
compressed due to higher feedstock costs and higher operating expenses including higher costs for electricity, labor and
product transportation costs. Some of the increase in costs were non-recurring expenses related to the start-up and
performance optimization of the Advanced Reformer. Byproduct margins were higher compared to the third quarter of
2017 as a result of the Advanced Reformer. Net income margin for the third quarter was 3.4% as compared to 10.3%
for the third quarter of 2017.

International volume represented 25.6% of total petrochemical volume during the quarter, up from 21.5% sequentially
and 17.3% from the third quarter of 2017.

Dollar amounts in thousands/rounding may apply THREE MONTHS ENDED  
 September 30,  
 2018 2017 % Change

Product sales $61,675 $52,440 18 %
Processing fees 2,056 1,519 35 %
Gross revenues $63,731 $53,959 18 %
Operating profit before depreciation and amortization 6,167 9,318 (34)%
Operating profit 3,516 7,734 (55)%
Profit before taxes 2,561 7,149 (64)%
Depreciation and amortization 2,651 1,584 67 %
Adjusted EBITDA 6,186 9,358 (34)%
Capital expenditures 2,562 9,426 (73)%

Trecora Chemical (Specialty Wax Segment)
In the third quarter, TC generated revenues of $9.7 million, up 29.0% from $7.5 million in the third quarter of 2017.
TC revenue included $6.9 million of product sales, up 24.1%, and $2.8 million of custom processing fees, up 42.9%,
when compared with the third quarter of 2017. The increase resulted from strong wax sales driven by enhanced sales
mix as well as greater sales volume in addition to higher custom processing revenues. Net income margin for the third
quarter was (12.7%) as compared to (26.1%) for the third quarter of 2017.

Adjusted EBITDA in the third quarter was $0.4 million, compared with ($0.6) million in the third quarter of 2017.

Dollar amounts in thousands/rounding may apply THREE MONTHS ENDED  
 SEPTEMBER 30,  
 2018 2017 % Change

Product sales $6,938 $5,590 24 %
Processing fees 2,799 1,959 43 %
Gross revenues $9,737 $7,549 29 %
Operating profit before depreciation and amortization 415 (585) 171 %
Operating loss (936) (1,794) 48 %
Profit (loss) before taxes (1,239) (1,975) 37%
Depreciation and amortization 1,351 1,208 12 %
Adjusted EBITDA 377 (597) 163 %
Capital expenditures 1,094 1,991 (45)%

Al Masane Al Kobra Mining Company (AMAK)
Trecora reported equity in losses of AMAK of approximately $1.1 million and an AMAK net loss of approximately
$4.4 million during the third quarter of 2018.

AMAK generated net income before depreciation and amortization of $4.5 million compared to a net income before
depreciation and amortization of $2.5 million in the third quarter of 2017 and net income before depreciation and
amortization of $8.0 million in the second quarter of 2018. The sequential decline was primarily due to reduction in
AMAK’s inventory value for copper and zinc concentrates.

Year-to-Date 2018 Results  
Total revenue for the nine months ended September 30, 2018 was $213.3 million, compared with revenue of $179.2



million in the first nine months of 2017.

Gross profit for the first nine months of 2018 was $25.1 million, compared with $31.6 million in the same period in
2017. Gross profit margin in the first nine months of 2018 was 11.8%, compared with 17.6% in the same period in
2017.

Net income for the first nine months of 2018 was $3.0 million, compared with $4.0 million in the same period of 2017.
Diluted earnings per share was $0.12, compared with $0.16 in the same period of 2017. Net income in the first nine
months of 2018 was negatively affected by equity in losses of AMAK of $0.7 million, or ($0.02) per diluted share on an
after tax basis. In the first nine months of 2017, net income was negatively affected by equity in losses of AMAK of
$5.2 million, or $(0.13) per diluted share on an after-tax basis. Net income margin for the first three quarters of 2018
was 1.4% as compared to 2.3% for the first three quarters of 2017.

Adjusted EBITDA for the first nine months of 2018 was $18.3 million, compared with $23.2 million in the same period
in 2017. Adjusted EBITDA margin in the first nine months of 2018 was 8.6%, compared with 13.0% in the same
period of 2017.

South Hampton Resources (Specialty Petrochemical Segment)
Petrochemical volume in the first nine months was 64.6 million gallons, compared with 60.5 million gallons in the first
nine months of 2017. Prime product volume in the first nine months of 2018 was 50.7 million gallons, compared with
46.9 million gallons in the first nine months of 2017. Byproduct volume, which is sold at lower margins, was up 1.5%
year-over-year to 13.9 million gallons.

Average selling prices increased and offset higher feedstock cost which were up 37% from the third quarter of 2017.
Byproduct selling prices were significantly higher; much of our prime product sales are contracted with pricing
formulas tied to prior month Natural Gas Liquid (NGL) prices which is our primary feedstock. We have also increased
prices for non-formula prime products. 

Net income margin for the first nine months of 2018 was 5.5% as compared to 9.2% for the first nine months of 2017.

International volume represented 24.1% of total petrochemical volume during the first nine months of 2018.

Dollar amount in thousands – rounding may apply NINE MONTHS ENDED   
 September 30,   
 2018 2017 % Change
Product sales $ 178,094 $ 147,339 21%
Processing fees 5,769 5,078 14%
Net revenues 183,863 152,417 21%
Operating profit before depreciation and amortization 20,655 26,294 (21)%
Operating profit 14,635 21,610 (32)%
Profit before taxes 12,474 19,750 (37)%
Depreciation and amortization 6,020 4,684 29%
Adjusted EBITDA 20,701 26,307 (21)%
Capital expenditures 16,374 27,203 (40)%

Trecora Chemical (Specialty Wax Segment)
In the first three quarters of 2018, TC generated revenues of $29.6 million, up 10.7% from $26.7 million for the first
three quarters of 2017. Net income margin for the first three quarters of 2018 was (9.9%) as compared to (9.5%) for the
first three quarters of 2017.

Dollar amount in thousands – rounding may apply NINE MONTHS ENDED  
 SEPTEMBER 30,  
 2018 2017 % Change
Product sales $ 20,755 $ 18,606 12 %
Processing fees 8,863 8,142 9 %
Net revenues 29,618 26,748 11 %

Operating profit before depreciation and amortization
1,969 970 103 %

Operating profit (loss) (2,051) (2,263) 9 %
Profit (loss) before taxes (2,926) (2,534) (15)%
Depreciation and amortization 4,020 3,233 24 %
Adjusted EBITDA 1,896 931 104 %
Capital expenditures 2,716 12,047 (77)%

Earnings Call



Tomorrow's conference call and presentation slides will be simulcast live on the Internet, and can be accessed on the
investor relations section of the Company's website at http://www.trecora.com or at https://edge.media-
server.com/m6/p/5qq387tc. A replay of the call will also be available through the same link.
 
To participate via telephone, callers should dial in five to ten minutes prior to the 10:00 am Eastern start time; domestic
callers (U.S. and Canada) should call 1-866-417-5724
or 1-409-217-8234 if calling internationally, using the conference ID 8555719. To listen to the playback, please call 1-
855-859-2056 if calling within the United States or 1-404-537-3406 if calling internationally. Use pin number 8555719
for the replay.

Use of Non-GAAP Measures
The Company reports its financial results in accordance with U.S. generally accepted accounting principles ("GAAP").
This press release contains the non-GAAP measures: EBITDA, Adjusted EBITDA, Adjusted EBITDA Margin, and
Adjusted Net Income. We define EBITDA as net income plus interest expense including derivative gains and losses,
income taxes, depreciation and amortization.  We define Adjusted EBITDA as EBITDA plus share-based
compensation, plus or minus equity in AMAK's earnings and losses or gains from equity issuances and plus or minus
gains or losses on acquisitions.  We define Adjusted Net Income as net income plus or minus tax effected equity in
AMAK's earnings and losses and plus or minus tax effected gains or losses on acquisitions.  These measures are not
measures of financial performance or liquidity under U.S. GAAP and should be considered in addition to, not as a
substitute for, net income (loss), nor as an indicator of cash flows reported in accordance with U.S. GAAP. These
measures are used as supplemental financial measures by management and external users of our financial statements
such as investors, banks, research analysts and others.  We believe that these non-GAAP measures are useful as they
exclude transactions not related to our core cash operating activities.

Forward-Looking Statements
Statements in this press release that are not historical facts are forward looking statements as defined in the Private
Securities Litigation Reform Act of 1995. Forward-looking statements are based upon our belief, as well as,
assumptions made by and information currently available to us. Because such statements are based upon expectations
as to future economic performance and are not statements of fact, actual results may differ from those projected. These
risks, as well as others, are discussed in greater detail in Trecora Resources' filings with the Securities and Exchange
Commission, including Trecora Resources' Annual Report on Form 10-K for the year ended December 31, 2017, and
the Company's subsequent Quarterly Reports on Form 10-Q. All forward-looking statements included in this press
release are based upon information available to the Company as of the date of this press release.

About Trecora Resources (TREC)
TREC owns and operates a facility located in southeast Texas, just north of Beaumont, which specializes in high purity
hydrocarbons and other petrochemical manufacturing. TREC also owns and operates a leading manufacturer of
specialty polyethylene waxes and provider of custom processing services located in the heart of the Petrochemical
complex in Pasadena, Texas. In addition, the Company is the original developer and a 33.4% owner of Al Masane Al
Kobra Mining Co., a Saudi Arabian joint stock company.

Investor Relations Contact:
Jean Marie Young
The Piacente Group, Inc.
212-481-2050
trecora@tpg-ir.com

TRECORA RESOURCES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

  

September 30, 
2018 

(Unaudited)  
December 31, 

2017
ASSETS  (thousands of dollars)
  Current Assets     

Cash  $ 1,292   $ 3,028  
Trade receivables, net  29,787   25,779  
Insurance receivable  391   —  
Inventories  17,828   18,450  
Prepaid expenses and other assets  5,466   4,424  
Taxes receivable  1,554   5,584  

Total current assets  56,318   57,265  
     



  Plant, pipeline and equipment, net  192,311   181,742  
     

Goodwill  21,798   21,798  
Intangible assets, net  19,412   20,808  
Investment in AMAK  44,322   45,125  
Mineral properties in the United States  588   588  

     
TOTAL ASSETS  $ 334,749   $ 327,326  

LIABILITIES     
Current Liabilities     

Accounts payable  $ 13,311   $ 18,347  
Accrued liabilities  6,018   3,961  
Current portion of post-retirement benefit  24   305  
Current portion of long-term debt  4,194   8,061  
Current portion of other liabilities  835   870  

Total current liabilities  24,382   31,544  
     
  Long-term debt , net of current portion  101,337   91,021  
  Post-retirement benefit, net of current portion  361   897  
  Other liabilities, net of current portion  1,170   1,611  

Deferred income taxes  18,218   17,242  
Total liabilities  145,468   142,315  

     
EQUITY     
  Common stock‑authorized 40 million shares of $0.10 par value; issued 24.5 million
in 2018 and 2017 and outstanding 24.3 million shares in 2018 and 2017  2,451   2,451  

Additional paid-in capital  57,147   56,012  
Common stock in treasury, at cost  (19 )  (196 )
Retained earnings  129,413   126,455  

Total Trecora Resources Stockholders' Equity  188,992   184,722  
Noncontrolling Interest  289   289  

Total equity  189,281   185,011  

     
TOTAL LIABILITIES AND EQUITY  $ 334,749   $ 327,326  

TRECORA RESOURCES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

  
THREE MONTHS ENDED 

SEPTEMBER 30,  
NINE MONTHS ENDED 

SEPTEMBER 30,
  2018  2017  2018  2017
  (thousands of dollars)  (thousands of dollars)
REVENUES         

Petrochemical and Product Sales  $ 68,613   $ 58,030   $ 198,881   $ 165,945  
Processing Fees  4,803    3,478    14,382   13,220  

  73,416   61,508   213,263    179,165   
         
OPERATING COSTS AND EXPENSES         

Cost of Sales and Processing         
(including depreciation and amortization of $3,813, $2,565, $9,480,
and $7,311, respectively)  66,574   51,638   188,139    147,570   

         
    GROSS PROFIT  6,842    9,870    25,124   31,595  

         

GENERAL AND ADMINISTRATIVE EXPENSES         
General and Administrative  6,327    5,660    17,216   17,621  
Depreciation  205    245    592    655   

  6,532    5,905    17,808   18,276  
         
OPERATING INCOME  310    3,965    7,316    13,319  



         OTHER INCOME (EXPENSE)         
Interest Income  5    —    26    —   
Interest Expense  (924 )  (795 )  (2,617 )  (2,109 )
Loss on Extinguishment of Debt  (315 )  —    (315 )  —   
Equity in Losses of AMAK  (1,130 )  (897 )  (672 )  (5,161 )
Miscellaneous Income (Expense)  (28  )  22    (67  )  (42  )

  (2,392 )  (1,670 )  (3,645 )  (7,312 )
         
INCOME (LOSS) BEFORE INCOME TAXES  (2,082 )  2,295    3,671    6,007   

         
INCOME TAX EXPENSE (BENEFIT)  (473 )  577    713    1,970   

         
NET INCOME (LOSS)  (1,609 )  1,718    2,958    4,037   

         
NET LOSS ATTRIBUTABLE TO NONCONTROLLING
INTEREST  —    —    —    —   

         
NET INCOME (LOSS) ATTRIBUTABLE TO TRECORA
RESOURCES  $ (1,609 )  $ 1,718   $ 2,958   $ 4,037  

         
Basic Earnings per Common Share         

Net Income (Loss) Attributable to Trecora Resources (dollars)  $ (0.07 )  $ 0.07   $ 0.12   $ 0.17  
         

Basic Weighted Average Number of Common Shares Outstanding  24,483   24,304   24,397   24,267  
         
Diluted Earnings per Common Share         

Net Income (Loss) Attributable to Trecora Resources (dollars)  $ (0.06 )  $ 0.07   $ 0.12   $ 0.16  
         

Diluted Weighted Average Number of Common Shares Outstanding  25,175   25,157   25,138   25,082  

TRECORA RESOURCES AND SUBSIDIARIES
RECONCILIATION OF SELECTED GAAP MEASURES TO NON-GAAP MEASURES (1) 

Adjusted EBITDA Margin
(thousands of dollars; rounding may apply)

 THREE MONTHS ENDED 9/30/18  THREE MONTHS ENDED 9/30/17
 TC SHR CORP TREC  TC SHR CORP TREC
NET INCOME (LOSS) $(1,239) $2,504 $(2,874) $(1,609)  $(1,974) $5,537 $(1,845) $1,718
Interest 265 659 - 924  168 625 2 795
Taxes - 372 (845) (473)  - 1,612 (1,035) 577
Depreciation and amortization 24 165 16 205  22 207 17 246
Depreciation and amortization in cost
of sales 1,327 2,486 - 3,813  1,187 1,377 - 2,564
EBITDA 377 6,186 (3,703) 2,860  (597) 9,358 (2,861) 5,900
Share based compensation - - 630 630  - - 716 716
Loss on extinguishment of debt - - 315 315  - - - -
Equity in losses of AMAK - - 1,130 1,130  - - 897 897
Adjusted EBITDA $377 $6,186 $(1,628) $4,935  $(597) $9,358 $(1,248) $7,513
          
Revenue 9,737 63,731 (52) 73,416  7,550 53,958 - 61,508
Adjusted EBITDA Margin 3.9% 9.7%  6.7%  -7.9  % 17.3%  12.2%
(adjusted EBITDA/revenue)          

 NINE MONTHS ENDED 9/30/18  NINE MONTHS ENDED 9/30/17
 TC SHR CORP TREC  TC SHR CORP TREC
NET INCOME (LOSS) $(2,926) $10,402 $(4,518) $2,958  $(2,533) $13,996 $(7,426) $4,037
Interest 802 1,892 (77) 2,617  231 1,873 5 2,109
Taxes - 2,387 (1,674) 713  - 5,754 (3,784) 1,970
Depreciation and amortization 68 492 32 592  64 542 49 655
Depreciation and amortization in
cost of sales 3,952 5,528 - 9,480  3,169 4,142 - 7,311
EBITDA 1,896 20,701 (6,237) 16,360  931 26,307 (11,156) 16,082

Share based compensation - - 1,002 1,002  - - 2,005 2,005



Loss on extinguishment of debt - - 315 315  - - - -
Equity in losses of AMAK - - 672 672  - - 5,161 5,161
Adjusted EBITDA $1,896 $20,701 $(4,248) $18,349  $931 $26,307 $(3,990) $23,248
          
Revenue 29,618 183,863 (218) 213,263  26,749 152,416 - 179,165
Adjusted EBITDA Margin 6.4% 11.3%  8.6%  3.5% 17.3%  13.0%
(adjusted EBITDA/revenue)          

Adjusted Net Income and Estimated EPS Impact
(thousands of dollars, except per share amounts; rounding may apply)

 
Three months ended

 September 30,  
Nine months ended

 September 30,
 2018 2017  2018 2017

Net Income (Loss) $ (1,609 ) $ 1,718  $ 2,958 $ 4,037
      
Equity in losses of AMAK $ 1,130 $ 897  $ 672 $ 5,161

Taxes at statutory rate of 21% and 35%, respectively (237) (314)  (141) (1,806)
Tax effected equity in losses 893 583  531 3,355
Adjusted Net Income (Loss) $ (716 ) $ 2,301  $ 3,489 $ 7,392
Diluted weighted average number of shares 25,175 25,157  25,138 25,082
Estimated effect on diluted EPS
(-tax effected equity in AMAK/diluted weighted average
number of shares)

($0.040 ) ($0.020 )
 

($0.020 ) ($0.130 )

(1)This press release includes non-GAAP measures. Our non-GAAP measures are not meant to be considered in isolation or as a substitute for comparable GAAP
measures and should be read only in conjunction with our consolidated financial statements prepared in accordance with GAAP.

###
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Safe Harbor Statements in this presentation that are not historical facts are forward looking statements as defined in the Private Securities Litigation Reform Act of 1995. Forward looking statements are based upon Management's belief, as well as, assumptions made by and information currently available to Management. Because such statements are based upon expectations as to future economic performance and are not statements of fact, actual results may differ from those projected. These risks, as well as others, are discussed in greater detail in Trecora Resources' filings with the Securities and Exchange Commission, including Trecora Resources' Annual Report on Form 10-K for the year ended December 31, 2017, and the Company‘s subsequent Quarterly Reports on Form 10-Q. All forward-looking statements included in this presentation are based upon information available to the Company as of the date of this presentation. The Company undertakes no obligation to publicly update or revise any forward-looking statements after the date they are made, whether as a result of new information, future events or otherwise. 2



 

Third Quarter 2018 Overview Ø South Hampton Resources • Prime product volumes recovered from Q2 2018 dip related to customer-specific issues • Elevated feedstock costs pressured margins • Price increases implemented in June and October to offset margin pressure • Advanced Reformer • Unit started up and met design operating conditions • Late in the quarter external power outage caused a reduction in catalyst activity • Higher operating costs partially related to lining out the Advanced Reformer Ø Trecora Chemical • Wax revenue, volume and margin remained solid • Hydrogenation/Distillation units and one unit in A Plant down most of quarter limiting custom processing revenue Ø AMAK generated ($1.1) million in equity in losses in Q3 • Sequential decline due to reduction in inventory value concentrate • Net income before depreciation and amortization of $4.5 million and $19.8 million for the nine months ended September 30, 2018 3



 

SHR Update Petrochemical Sales Volumes 3Q18 2Q18 1Q18 4Q17 3Q17 (million gallons) All Products 21.6 19.7 23.3 22.8 22.4 Prime Products 17.0 16.1 17.7 17.1 16.7 Byproducts 4.6 3.6 5.6 5.7 5.7 Deferred Sales 2.3 2.0 2.2 2.3 1.8 International % of petrochemical volume sold • Quarterly prime product volume up 5.6% from 30.0% Q2 2018 25.0% • International petrochemical sales volume 20.0% increased (Canada and Middle East) 15.0% • 25.6% in Q3 2018 vs. 17.3% in Q3 2017 10.0% • 24.1% YTD 2018 vs. 19.6% YTD 2017 5.0% 0.0% 2014 2015 2016 2017 3Q17 3Q18 4



 

SHR Advanced Reformer Project Ø Commissioning, start-up procedures and performance optimization were the focus in Q3 Ø Unit delivering on expectations and in line with design until external power outage in late Q3 Ø Outage later determined to have caused loss of catalyst activity, resulting in reduced aromatics concentration and less byproduct margin uplift • Plans under way to change catalyst in the next few months • 45 day shutdown for Advanced Reformer; Penhex unit will continue to operate supported by the old reformer • Costs approximately $4 million Ø Advanced Reformer to resume full operations in Q1 2019 Ø Annual EBITDA contribution of $12-$14 million by 2022 as originally expected • Still anticipating immediate benefit of $6 million EBITDA in 2019 5



 

Trecora Chemical Update Ø Quarterly Revenue – up 29% compared to Q3 2017 and down 5.3% relative to Q2 2018 Ø Wax • Q3 sales volume up 12.7% year-over-year • Q3 revenue up 24.1% year-over-year • Pricing up by 10% due to improved sales mix Ø Custom Processing • Custom processing revenues affected by equipment reliability issues yet grew 42.9% year-over-year reflecting continued strong customer demand • Manufacturing transformation plan implemented to improve reliability and efficiency; expect to see intermediate term benefits Ø B Plant • Q3 revenue of $0.6 million; YTD revenue of $2.4 million • On track to contribute $4-$6 M/year in EBITDA run-rate by end of 2018 Ø Hydrogenation/Distillation Units • Hydrogenation/Distillation units down most of the quarter to implement process safety improvements • Full functionality and expected $6-$8 M/year in EBITDA run rate in 2019 6



 

Manufacturing Transformation Plan Ø Project Lead – Dick Townsend – EVP, Chief Manufacturing Officer • Stepped off Trecora Board in May 2018 to lead effort • TREC Board member since 2011 o 33 years of manufacturing experience with ExxonMobil Ø Manufacturing Transformation Plan • Plan established in Q2 2018 with an intermediate term timetable for implementation • Leveraging experience establishing a standard suite of Operational Excellence work processes that will be implemented at both facilities • Consistent work processes – simplified and efficient o Step-change improvements – sustainable change o Easily replicated – supports future growth Ø Guiding Principles • Safe work • Quality work • Productive work – without compromising safety and quality 7



 

Manufacturing Transformation Plan Progress To Date Ø Safe work • Conducted PSM (Process Safety Management) assessment, defined gaps and developed closure plans • Raised standards for employee/contractor safety Ø Quality work – process stability • Current status different at SHR and TC o SHR – established process technology and operational history – ready to move to next level of performance o TC – less mature but huge opportunities for growth Ø Productive work – overall manufacturing focus • Stabilize operations • Improve reliability • Reduce costs • Improve organization capability • Change culture 8



 

AMAK Mine Developments Ø Operations • 17,000 dmt sold in Q3 2018 up 17% from Q2 2018 o 9,000 dmt copper concentrate and 8,000 dmt zinc concentrate • Concentrate quality, throughput rates and recoveries continued steady progress • Net profit before depreciation and amortization YTD (9/30) improved over $21 million from the same period in 2017 Ø Exploration • Update on reserves for gold, copper and zinc expected in Q1 2019 Ø Precious Metal Circuit/SART • 27 kg gold and 183 kg silver shipped in Q3 2018 • Revenue to be recognized in Q4 2018 Ø Growing consistency of operations and established cash flow generation enhances marketability • Initiated negotiations with investment banks 9



 

AMAK – Production Performance Process Plant Performance Cu and Zn Recoveries (%) and Mill Throughput (dmt) Mill Feed (dmt) Cu and Zn Recoveries (%) 200,000 90 180,000 85 160,000 80 140,000 75 120,000 100,000 70 80,000 65 60,000 60 40,000 55 20,000 - 50 4Q17 1Q18 2Q18 3Q18 Mill Feed (dmt) Cu Rec (Actual) Zn Rec (Actual) 10



 

Financial Summary – 3rd Quarter 2018 Q3 2018 Q2 2018 Q1 2018 Q4 2017 Q3 2017 2017 2016 Diluted EPS ($ 0.06) $ 0.09 $ 0.09 $ 0.56 $ 0.07 $ 0.72 $ 0.78 Adjusted EPS 1 ($ 0.03) $ 0.08 $ 0.08 $ 0.12 $ 0.09 $ 0.44 $ 0.44 Adjusted EBITDA 1 $ 4.9 $ 6.2 $ 7.2 $ 8.5 $ 7.5 $ 31.7 $ 31.0 Adj EBITDA Margin 1 6.7% 9.1% 10.0% 12.8% 12.2% 12.9% 14.6% Cap Ex 2 $ 3.7 $ 4.4 $ 11.0 $ 12.3 $ 11.5 $ 51.6 $ 40.5 Debt 3 $ 106.4 $ 105.4 $ 107.5 $ 99.6 $ 89.7 $ 99.6 $ 84.0 1 see GAAP reconciliation 2 2016 includes B Plant 3 Includes debt issuance costs Ø Adjusted EBITDA was $4.9 million as compared to $7.5 million in the third quarter 2017 and $6.2 million in the second quarter 2018 Ø Adjusted EBITDA Margin of 6.7% is down from Q3 2017 due to elevated feedstock costs and operating costs Ø Cap Ex of $2.6 million for the third quarter of 2018 Ø Debt at September 30, 2018 of $106.4 million including revolver balance of $20.0 million 11



 

Petrochemical Revenue & Volume Summary Petrochemical Sales Revenue and Volume (in millions) $70 30 $60 25 $50 20 $40 15 Gallons Revenue $30 10 $20 5 $10 $- - 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 Prime Byproducts Revenue 12



 

Petrochemical Feed Cost Summary Processed Feedstock Cost versus Market Price (per gallon) Jan-15 Apr-15 Jul-15 Oct-15 Jan-16 Apr-16 Jul-16 Oct-16 Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Processed Cost Market 13



 

Trecora Chemical: Wax Volume and Revenue (in thousands) $8,000 12,000 $7,000 10,000 $6,000 8,000 $5,000 $4,000 6,000 Volume Revenue $3,000 4,000 $2,000 2,000 $1,000 $- - 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 Wax Revenues($) Wax Volume (Lbs) 14



 

SHR and TC Custom Processing Revenue (in thousands) $6,000 $5,000 $4,000 $3,000 $2,000 $1,000 $- 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 SHR TC 15



 

Closing Remarks Ø Summary • SHR prime product volume recovered from Q2 • Custom processing lower than expected as hydrogenation/distillation units and unit in A Plant off line for much of quarter • Benefits of Advanced Reformer delayed due to external power outage resulting in damage to catalyst • Operating costs significantly up mainly due to Advanced Reformer start up and freight • Margin pressure from elevated feedstock costs; price increases underway • Wax revenue, volume and margins remain strong • Executing detailed improvement plan (5 months in) to address all aspects of manufacturing • AMAK generated $4.5 million in Q3 2018 net income before depreciation and amortization; $19.8 million for the nine months ended September 30, 2018 Ø Driving revenue and profitability growth • Brought in new and seasoned executives to focus on manufacturing and commercial • Continued growth in prime products sales volume • Advanced Reformer unit expected to increase byproduct value driving margins higher beginning in Q1 2019 • Improvements in hydrogenation/distillation units’ reliability will contribute to revenue growth • AMAK – continued operating improvements and consistent cash generation enhance the opportunity for monetization 16



 

Q&A Thank You Please visit our websites: www.trecora.com www.southhamptonr.com www.TrecChem.com www.amak.com.sa 17



 

Appendix RECONCILIATION OF SELECTED GAAP MEASURES TO NON-GAAP MEASURES(1) Three months ended Twelve months ended 9/30/2018 6/30/2018 3/31/2018 12/31/2017 9/30/2017 12/31/2017 12/31/2016 NET INCOME $ (1,609) $ 2,215 $ 2,352 $ 13,972 $ 1,718 $ 18,009 $ 19,428 Bargain purchase gain - - - - - - 11,549 Equity in earnings (losses) of AMAK/Gain on equity issuance (1,130) 228 230 900 (897) (4,261) 1,689 Taxes at statutory rate (2) 237 (48) (48) (189) 314 895 (4,633) Tax effected equity in AMAK (893) 180 182 711 (583) (3,366) $8,605 Tax rate change $10,307 $10,307 Diluted weighted average number of shares 25,175 25,014 25,231 25,202 25,157 25,129 24,982 Estimated effect on diluted EPS ($0.04) $0.01 $0.01 $0.44 ($0.02) $0.28 $0.34 Diluted EPS ($0.06) $0.09 $0.09 $0.56 $0.07 $0.72 $0.78 Adjusted EPS ($0.03) $0.08 $0.08 $0.12 $0.09 $0.44 $0.44 Three months ended Twelve months ended 9/30/2018 6/30/2018 3/31/2018 12/31/2017 9/30/2017 12/31/2017 12/31/2016 NET INCOME (LOSS) $ (1,609) $ 2,215 $ 2,352 $ 13,972 $ 1,718 $ 18,009 $ 19,428 Interest 924 815 878 822 795 2,931 1,985 Taxes (473) 596 590 (9,129) 577 (7,159) 10,504 Depreciation and amortization 205 191 196 217 246 872 761 Depreciation and amortization in cost of sales 3,813 2,837 2,829 2,778 2,564 10,089 9,016 EBITDA 2,860 6,654 6,846 8,660 5,900 24,742 41,694 Share based compensation 630 (220) 592 702 716 2,707 2,552 Bargain purchase gain - - - - - - (11,549) Loss on Extinguishment of Debt 315 - - - - - - Gain from additional equity issuance by AMAK - - - - - - (3,168) Equity in losses of AMAK 1,130 (228) (230) (900) 897 4,261 1,479 Adjusted EBITDA 

Revenue 73,416 68,106 71,741 65,978 61,508 245,143 212,399 Adjusted EBITDA Margin (adjusted EBITDA/revenue) 6.7% 9.1% 10.0% 12.8% 12.2% 12.9% 14.6% (1) This presentation includes non-GAAP measures. Our non-GAAP measures are not meant to be considered in isolation or as a substitute for comparable GAAP measures and should be read only in 18 conjunction with our consolidated financial statements prepared in accordance with GAAP. (2) Statutory tax rate of 35% used for 3Q17, FY16 and 21% used for 4Q17, FY2017, 1Q18, 2Q18, 3Q18



 


