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About Quaker Houghton

On August 1, 2019, Quaker Chemical and Houghton International

combined to form Quaker Houghton. As the global leader in industrial
process fluids to the primary metals and metalworking markets, we help
the world’'s manufacturers by continually improving their operations and

their bottom line. Find out more at: www.quakerhoughton.com.




Quaker Houghton:
Primed for growth.

With our combination in 2019, we immediately
doubled our revenues, our talent and the size and

diversity of our markets.

That’s just the start. Now, we are working to
harness rich opportunities that will lead us to
exponential growth. Growth that will transform our

company over the next seven years and bring even

greater value for our shareholders.




PRIMED FOR GROWTH

Our brand’s north star—
customer intimacy—
remains at the center
of all we do.




customer retention, historically

-99%

2-4%

above-market sales
growth continues after

the first year

100%

commitment to our
business model
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employees WorldWIdel |
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50% more

employees with direct
customer contact

1,740

employees with
specialized expertise
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PRIMED FOR GROWTH

In a field with a limited
talent pool, we’ve
assembled the industry’s
best people.

An expanded capacity to drive growth. In the combination,

we gained valuable people who have deep expertise and well-
established customer relationships, and who share surprisingly
similar values. We now have one of the strongest customer service
organizations in our industry. With more experts in more places
around the world, we can speed the best solutions to customers,
grow our key accounts and gain valuable new ones.

We also gained diversity we can leverage for growth. Beyond
products and formulations, we gained diversity of thinking—valuable
knowledge, experience and approaches to problem solving—that
permeates every part of our business.

As a larger company, we now have more people with specialized
expertise to work on initiatives that will strengthen our operations
and support our growth. A strong team is working to expand our
centralized, global infrastructure in order to reduce costs and
improve the quality of support for employees and customers alike.
We are creating and expanding positions for key roles including
Environment, Health and Safety and Sustainability. All across our
organization, our workforce is mobilizing and is well equipped to help
drive our ambitious plans for growth.

Quaker Houghton
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With the breadth of
our offering, no one is

better prepared to help
customers.




million
invested in R&D in the last
five years (combined)

320%
experts in R&wob‘my '
e —
newly estoblighed.globol
Centers of Innovation S
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$60
million

in annual cost synergies
expected in two years

4%
(o]
point increase in

adjusted EBITDA margins
expected in two years

2.9X

net debt to adjusted
EBITDA expected in
two years
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PRIMED FOR GROWTH

We are boosting our
profitability by
thoughtfully leveraging
our size and scale.

A financial profile that fuels profitable growth. With the combination,
we have, in effect, reset our baseline for financial performance and
our ability to grow. Our revenues have now doubled, and we expect
to capture cost synergies of at least $60 million, which will be realized
on a run-rate basis by August 2021.

After the deal closed, we moved swiftly to activate our plans to
optimize assets, streamline the sourcing of raw materials and
supplies, and reduce operational redundancies. Within four monthes,
we successfully renegotiated more favorable contracts with several
suppliers. And our plants began manufacturing esters for our legacy-
Houghton customers in China and Brazil. Now we can ensure that
we have consistent quality and amount of this previously outsourced
key raw material to support growth.

We plan to invest in growth. And there is plenty of room to grow.
Within our addressable market of $13 billion, although we are the
market leader, we hold only a 13 percent share. Our financial
flexibility gives us the ability to invest in high-return initiatives—
including making further strategic acquisitions—when the timing
is right.
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Dear Shareholders, Customers and Colleagues:

In 2019, we faced a number of challenges in the
global marketplace including a weakness in the
global automotive market, general softening of
industrial markets in most parts of the world and
foreign exchange headwinds. Despite this tough
environment, we continued to grow at a rate
that exceeded that of the markets we serve. Our
differentiated business model continued to help
us gain market share and achieve our target
gross margins. We have significant opportunities
ahead, many of which are made possible by our
combination with Houghton International, another
global leader in specialty chemical solutions.

As we continue to move forward together as
Quaker Houghton, we are determined to create
even greater value for our shareholders. After |
review our financial performance for 2019, | will
discuss this exciting strategic combination and
provide an update on the progress we've made in
our integration so far.

Transition-year performance. Our reporting for 2019

represents seven months of financial data from
Quaker prior to the Quaker Houghton combination
on August 1, 2019. The remainder of the year
represents results for the combined company and
includes three months of results fromm Norman Hay,
a strategic acquisition the company made on
October 1, 2019, which I'll discuss in greater detail

later in my letter. In 2019, adjusted EBITDA increased

38% to $173.1 million compared to $125.8 million
in 2018. The non-GAAP earnings per diluted share

was $5.83 compared to $6.17 in 2018. Net sales were

$1,133.5 million compared to $867.5 million in 2018.

This 31% year-over-year increase includes additional

net sales from Houghton and Norman Hay.

Quaker Houghton

Our average share price was $181.71 per share
compared to $168.20 per share in 2018, a $14 increase.
In July, we increased our dividend, making this

the 48th consecutive year we have maintained or
increased the dividend paid to our shareholders.

An unprecedented opportunity to create value.
When we combined Quaker and Houghton, we
immediately doubled our revenues and our adjusted
EBITDA. That's exciting, but that's not what we found
most compelling about the opportunity to combine
our two strong companies. We knew that, together,
we could capture new opportunities for growth and
innovation that neither organization could have
achieved on its own. Our primary goal was simple:
to create value for all of you.

As Quaker Houghton, we are confident we can
achieve greater value through a number of
concrete advantages:

Accelerated growth opportunities: Through the
combination, we have greatly increased our
opportunities to cross-sell. We can now offer an
expanded technology portfolio to a larger customer
base into more market channels. Within our base
of 15,000 customers, the opportunities are many,
as there were only 1,000 customers that our legacy
companies shared prior to the combination.
We've already engaged many of our customers

in conversations about our expanded portfolio
and expertise and have had some early wins.

By tapping into these opportunities, we expect
Quaker Houghton to continue the company’s
historic growth rate of 2 to 4 percent above our
base markets after year one.



Increased size and scale: With the combination,

we are now the global leader in industrial process
fluids. Our leadership position, along with size

and scale, provides us with many financial and
operational advantages that will increase our
profitability. The combined company is expected to
generate well above $300 million adjusted EBITDA
by 2022 as compared to Quaker's 2018 year-end
adjusted EBITDA of $125.8 million. As we scale up
our infrastructure, we anticipate that operating

nmargins will continue to improve as well.

Significant cost synergies: We project we will
achieve annual cost synergies of at least $60 million,
which will be realized on a run-rate basis by
August 2021. This includes lower costs in areas such
as raw materials, freight and warehousing, and

the company’'s manufacturing footprint, along with
operating efficiencies in corporate structure and
supply chain. We have already begun to see results
from the restructuring program we initiated in the
third quarter of 2019.

A thoughtful and robust integration process. Early
in 2017, we began developing an integration

plan with the guidance of one of the world's
leading integration planning firms. As a first step

in the planning, we established a global team

that included a diverse range of disciplines and
colleagues from both companies. The quality of
collaboration we saw gave us a clear idea of what
it would be like to work together. This promising
beginning gave us validation that, just as we
thought, the cultural fit was going to be a good
one. The reason: we share a business model where
everyone is focused on one thing—the customer.
When Quaker Houghton became official in August,
we were in an excellent position to hit the ground
running. We were ready to execute our strategies

to integrate our people, systems and processes in

ways that will allow us to capture the full value of
the combination in the coming years.

I'm very pleased with the success of our integration
work so far. A major focus for us this year was to
work on creating the kind of company we want

to become. We don't just want to be a larger
company; we want to be a company that is well
positioned to seize the upsides over the long
term—and one that continues to be differentiated

from competitors.

The process has been nearly seamless for our
customers—we've had no supply issues, no
disruption. And we have not lost any significant
business. We are working hard to ensure every
customer benefits from the breadth of products
and expertise the combination has brought us.

For me, another important measure of success is
how our colleagues are doing during integration.
From the very beginning, we were mindful of
managing change internally. Everyone has had an
opportunity to participate in some way in helping
build a strong, shared culture—one that enables our
colleagues to be productive and engaged.

Quaker Houghton 11
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Our people: committed, disciplined and resilient.
Speaking of our people, | have often said the
strength of a company is its people, and that

is even more true for Quaker Houghton. Our

people are the key to making our brand come
alive for customers and it's only because of their
commitment and discipline that we can implement
our differentiated business model based on
customer intimacy. This model has worked very well
for both companies and we have never been more
committed to it. Through strong relationships and
customer-specific expertise, we ensure that our
technologies and solutions consistently deliver true,
tangible value. And now with a larger workforce of
highly skilled people on the ground who are able to
assist more customers at a local level, | believe we
have the best service organization in our industry.

I'd like to extend thanks to all our colleagues

for their commitment, discipline and resilience.
They have done a great job staying focused on
delivering profitable results even as many of them
moved to new fagilities, took on new roles and
worked to execute integration plans on top of their
regular responsibilities.

| also extend thanks to our executive team and
board leadership, who are just as critical to our
success. A special thanks goes to a long-tenured
board member who will be retiring this May.
Robert E. Chappell has served on our board

for 23 years and has served as Chair of the
Governance Committee for the last 14 years.
His understanding of our business combined with
his business acumen and leadership skills have
been invaluable to us. We wish him the best in
his retirement.

Quaker Houghton

Innovation that keeps ahead of the pace of change.
We now have more than 30 R&D technology
centers worldwide and have assembled what

we believe to be a critical mass in R&D expertise
and capabilities. One example of how our
combined capabilities complement each other:
Over the years Houghton invested in front-end
development—benchtop tribology and emulsion
testing. Quaker invested more heavily in the proof-
of-concept—pilot plants and CNC machines.

Now the combined approaches will enable an
accelerated innovation process to support our
customers today, and as their world changes.

To leverage our strengths and develop new
solutions with strong growth potential, we have
created three global Centers of Innovation—
Metal Rolling, Metalworking and Surface Chemistry.
Within these centers, along with our regional

labs, we are allocating more resources and
expertise to address our customers’ ever-evolving,
next-generation challenges such as the light-
weighting of vehicles, green chemistry and stricter
regulations. These new centers will help us speed
innovations to customers, ensuring that they

have access to the best product technologies
available anywhere.

In addition to developing new technologies in our
labs, over the years we've acquired many new
technologies with good growth characteristics.
Prior to our combination with Houghton, we
made 14 acquisitions over the last 10 years that
have brought innovative additions to our portfolio
of products and services. This has proven to be

a successful strategy for creating value. And
acquisitions have helped us gain market share—
by adding new customers and by driving sales of



complementary technologies to existing customers.
In October, we acquired the operating divisions

of Norman Hay plc. This acquisition gives us
increased access to attractive core market
segments with high barriers to entry such as

die casting, automotive OEM and aerospace. In
addition, it provides us with a strategic opportunity
to take advantage of external market trends such
as the light-weighting of vehicles and 3D printing
where we have the opportunity to leverage our
global footprint and complementary geographies.
Norman Hay's engineering expertise includes
robotics applications, which will strengthen our
existing equipment solutions platform and advance
our position in Industry 4.0. We are working

jointly with the Norman Hay team to design an
engineering and equipment infrastructure

that will serve the whole company. And we've
made great progress already on several

commercial opportunities.

More resources to support sustainability. An
advantage of being a larger company is that we
can deploy more resources to initiatives of great
importance to our core values. One of these is
Environmental, Social and Governance (ESG) or
as we call it internally, "Sustainability.”

We continue our deep commitment to creating

a positive social, environmental and economic
impact on our world and those we touch. We have
a long history of helping our customers meet their
sustainability goals. We are diligent in providing

customers with solutions that reduce waste, energy,

water usage and chemical consumption, while
improving operational processes, tool life and the
health and safety of their workers.

Internally, we take sustainability just as seriously.
Since our combination, we have been working to
refresh and build upon our sustainability program.
To achieve our goals going forward, we assigned
additional resources to sustainability and in 2020
we established an executive Sustainability Steering
Committee as well as a board Sustainability
Committee to oversee the program.

We had our best safety year on record in 2019
and we achieved a total recordable incident rate
(TRIR) of 0.76, which was better than our target

of 0.85. So, while we are doing well, safe behavior
must be continually reinforced. We all rest easier
knowing that our people go home to their families
safe, each and every day. That is why in 2019 we
launched a global employee awareness program
around one of our core values, known as "Live Safe."
This program introduced lifesaving rules that cover
high-risk activities. These rules cover both universal
topics that apply to everyone's daily life, as well as
more job-specific topics. Our goal is to attain and
maintain industry-leading safety performance.

Our sustainability program also helps us stay
focused on goals to reduce our environmental
footprint and embeds a culture of safety throughout
all of our facilities. For example, since 2014, Quaker
has decreased its water usage globally by 16% per
ton produced and also reduced fuel consumption
by 17%. In addition, we help to strengthen and
enrich the communities where we work and live
through company-sponsored community events
and by providing paid time off to colleagues who

volunteer for community service.

Quaker Houghton
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A Message from Michael F. Barry

Chairman, Chief Executive Officer and President

“By 2022, we expect
to be a company

that generates well
above $300 million
adjusted EBITDA.”

A look ahead: challenges and opportunities. There
are a number of market forces outside of our
control that will create challenges for us in 2020. We
don't yet know the full impact on industrial markets
of events such as the outbreak of the coronavirus
and the halt of Boeing 737 Max production.
However, | believe that our combination will make
us more resilient and give us more control over our
future. With our new size and scale, opportunities
to cross-sell to a larger customer base and proven,
differentiated business model, I'm confident that
we will continue to grow above the markets we
participate in. In addition, the cost synergies of at
least $60 million over the next two years will help us
achieve strong adjusted EBITDA growth even as we
face these challenges.

Quaker Houghton

Over the next two years, our focus will be on
achieving the benefits of the combination and
paying down our debt to our target of 2.5 times net
debt to adjusted EBITDA. So, what will the company
look like in two years? By 2022, we expect to

have achieved:

- All our synergy targets and be a company that
generates well above $300 million adjusted EBITDA

- Organic growth, outperforming our markets by
2 to 4 percent due to cross-selling opportunities
and our differentiated customer-intimacy
business model

- At least one bolt-on acquisition and be positioned
for more

- Industry-leading safety performance, and

- A place where our customers, colleagues, and
shareholders prosper.

On the next page, you'll find our plan for growth
through 2027, which reflects our management
team’s perspective. | look forward to what we

can accomplish as Quaker Houghton, a single
company transformed by our combined strengths.
As always, our priority will be to create value for our
customers, our shareholders, our colleagues and
our communities. We are committed to building a
company that is strategically positioned for a

bright future.

Best regards,

e T

Michael F. Barry
Chairman of the Board,
Chief Executive Officer and President



Our Plan for Growth

$600

ADJUSTED EBITDA (dollars in millions)

$0
2018 2019
Actual Pro Forma
KEY ASSUMPTIONS

ADJUSTED EBITDA MARGIN (%)

14%

2027

2022

If we continue to grow as
expected, both organically and
through bolt-on acquisitions, we
will have more than doubled
the dollar value of our adjusted
EBITDA by 2027.

Sales Growth

Our base markets grow approximately
1 to 3 percent. Historically, legacy
Quaker has grown above its markets
by approximately 2 to 4 percent.
Given the net sales growth trends

in the past and the commitment to
continue this growth as combined
Quaker Houghton, our forecast
includes 5% growth in net sales

after 2020.

For more information visit https://investors.quakerhoughton.com/presentations *See page 56 in the 2019 Investor Day presentation **See page 74 in the 2019 Investor Day presentation

Integration Cost Synergies*

Savings of at least $60 million will

be realized on a run-rate basis by
August 2021. The cash generated
will be prioritized in our capital
allocation strategy, including paying
shareholder dividends, paying down
our third-party debt and investing in
growth initiatives including additional
acquisitions.

Sales from Additional Acquisitions**

Given our capital allocation strategy,
the company forecasts additional
acquisitions from 2020 to 2027 will
contribute to both our top-line and
bottom-line growth. Our forecast
includes acquisitions with $50 million
in net sales in both 2020 and 2021,
and acquisitions with $100 million in
net sales in each year thereafter.

Quaker Houghton
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We have the leaders,
the drive to deliver a

company.




the talent and
transformed

We are building a sturdy foundation for sustained growth.
As we move forward, we are committed to capturing

the maximum value from our combination by tapping

the right synergies, shaping a culture that links directly to
business strategies, discovering new insights and building
new capabilities. The combination diversifies the market
opportunities available to us and adds strength and scale to
our value proposition. We won't stop there. We are creating

a company that is prepared for the challenges of the future.

Quaker Houghton 17
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Michael F. Barry
Chairman of the Board,
Chief Executive Officer
and President

Global Specialty
Businesses and

Joseph A. Berquist
Senior Vice President,

Jeewat Bijlani

Senior Vice President,
Managing Director—
Americas

Chief Strategy Officer

Michael F. Barry ®©
Chairman of the Board,
Chief Executive Officer
and President

Donald R. Caldwell 23

Chair and Chief Executive

Officer, Cross Atlantic Capital Partners,
Inc., a venture capital management
company; Executive Committee Chair

Robert E. Chappell &4

Former Chairman and Chief Executive
Officer, The Penn Mutual Life Insurance
Company, a mutual life insurance
company; Governance Committee Chair

Mark A. Douglas @#

President and Chief Operating Officer;
President and CEO-elect,

FMC Corporation, an agricultural
sciences company

Jeffry D. Frisby @

President and Chief Executive Officer,

PCX Aerostructures, LLC, a leading supplier
of highly engineered, precision, flight critical
and structural assemblies for rotorcraft and
fixed wing aerospace platforms

Sanjay Hinduja ®

Chairman, Gulf Oil International Limited,
a lubricant business offering a huge array
of products and services in more than
100 countries around the world

William H. Osborne ¢4

Vice President, Total Quality Enterprise
Performance, The Boeing Company,
the world's largest aerospace company
and a leading manufacturer of
commercial jetliners and defense,
space and security systems

Committees of the Board: PExecutive; @Audit; @Compensation/Management Development; “Governance
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Mary Dean Hall
Senior Vice President,
Chief Financial Officer
and Treasurer

Kym Johnson

Senior Vice President,
Chief Human
Resources Officer

Robert H. Rock &

Chairman and Chief Executive Officer,
MLR Holdings, LLC, an investment company
operating in the publishing and information
industry; Compensation/Management
Development Committee Chair

Ramaswami Seshasayee ®

Former Managing Director and

Chief Executive Officer, Ashok Leyland
Limited, India, a company known for
being the second largest manufacturer
of cormmercial vehicles in India,

the fourth largest manufacturer of
buses in the world and the twelfth
largest manufacturer of trucks



Dieter Laininger
Senior Vice President,
Managing Director—
Asia Pacific

Michael J. Shannon &

Former Chief Executive Officer,

Houghton International Inc., a global leader
in delivering advanced metalworking fluids
and services for the automotive,
aerospace, metals, mining, machinery,
offshore and beverage industries

Fay West @9

Senior Vice President and Chief

Financial Officer, SunCoke Energy, Inc.,
the largest independent producer of coke
in the Americas; Audit Committee Chair

Peter A. Benoliel

Former Chairman of the Board
and Chief Executive Officer of
the Company

Ronald J. Naples

Former Chairman of the Board
and Chief Executive Officer of
the Company

Wilbert Platzer
Senior Vice President,
Global Operations,
EHS and Procurement

Dr. David Slinkman
Senior Vice President,
Chief Technology

Officer EMEA

Michael F. Barry
Chairman of the Board,
Chief Executive Officer
and President

Joseph A. Berquist
Senior Vice President, Global Specialty
Businesses and Chief Strategy Officer

Jeewat Bijlani
Senior Vice President, Managing
Director—Americas

Mary Dean Hall
Senior Vice President, Chief Financial
Officer and Treasurer

Kym Johnson
Senior Vice President,
Chief Human Resources Officer

Adrian Steeples

Senior Vice President,
Managing Director—

Robert T. Traub

Senior Vice President,
General Counsel and
Corporate Secretary

Dieter Laininger
Senior Vice President, Managing
Director—Asia Pacific

Wilbert Platzer
Senior Vice President, Global
Operations, EHS and Procurement

Dr. David Slinkman
Senior Vice President,
Chief Technology Officer

Adrian Steeples
Senior Vice President, Managing
Director—EMEA

Robert T. Traub
Senior Vice President, General Counsel
and Corporate Secretary

Leadership photographs are presented in alphabetical order
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PricewaterhouseCoopers LLP

Two Commerce Square
2001 Market Street, Suite 1800
Philadelphia, Pennsylvania 19103-7042

For address changes, dividend checks, lost stock
certificates, share ownership and other administrative
services, contact: American Stock Transfer &

Trust Company, LLC, 6201 15th Avenue, Brooklyn,
New York 11219. Phone: 1-800-937-5449;

Website: www.astfinancial.com

Security analysts, portfolio managers and representatives of
financial institutions seeking information about

the Company are invited to contact: Mary Dean Hall, Senior
Vice President, Chief Financial Officer and Treasurer, at
610-832-4000.

Copies of the Company's Annual Report on Form 10-K
and other corporate filings will be provided without
charge upon request by contacting: Victoria K. Gehris,
Assistant Corporate Secretary and Shareholder
Administrator, at 610-832-4246 or via email to
investor@quakerhoughton.com.

We also invite you to visit the Investor Relations section
of our website www.quakerhoughton.com for expanded
information about the Company and to view an online
version of our annual report.

The Annual Meeting of Shareholders will be held at the
Company's headquarters located at 901 E. Hector Street,
Conshohocken, Pennsylvania, on May 13, 2020 at 8:30 a.m.

Quaker Houghton

Michael F. Barry, Chairman, Chief
Executive Officer and President, and
members of the company's leadership
team visited the NYSE and hosted the
2019 Investor Day. Mr. Barry rang the
opening bell to commemorate the
Quaker Houghton combination.

Quaker Houghton's Dividend Reinvestment and Stock
Purchase Plan offers shareholders a convenient and
economical way to purchase additional Quaker Houghton
Common Shares through the reinvestment of dividends
and/or voluntary cash contributions without commissions
or transaction fees. For further information concerning the
Plan, contact American Stock Transfer & Trust Company,
LLC at 1-877-724-6458.

The following table sets forth, for the calendar quarters
during the past two years, the range of high and low sales
prices for the common stock as reported on the NYSE
(amounts rounded to the nearest penny) and the
quarterly dividends paid:

2018 Dividends Paid

High Low 2018

First Quarter $164.10 $139.26 50.355
Second Quarter 163.64 13795 0.355
Third Quarter 20378 15240 0.370
Fourth Quarter 21715 16540 0.370

As of February 29, 2020, there were 811 shareholders of
record of Quaker Houghtons' common stock, $1.00 par
value, its only outstanding class of equity securities. This
number does not include shareholders whose shares
were held in nominee name.

KWR
[LISTED|

NYSE



Quaker Houghton At-A-Glance

Expanded Global Presence

We now sell our product technologies in more
than 115 countries to a diverse base of customers.
Quaker Houghton has an increasingly broad
geographic distribution of revenues.

45%  $1.6 billion

30%

Net Sales™
Americas
EMEA

. Asia/Pacific

Industries We Serve

Our customers produce the steel, aluminum, cars,
aircraft, machinery and industrial parts that make
the global economy move, prosper and grow—from
large manufacturers to specialty machining shops.

=2

Aerospace Can
and Defense

Offshore

‘ N

Mining Non Ferrous Steel

B

Transportation— Transportation—
Components OEM

8

Tube & Pipe

Diversified Product Technologies

We have added breadth and depth to our
product portfolio through our recent combination
with Houghton and our more than 14 strategic
acquisitions in the last 10 years.

18%

51%
$1.6 billion

Sales by Product*
Metalworking
. Primary Metals

Global Specialty Businesses

Representative Product Lines

Our industrial process fluid solutions ensure peak
performance, reduce total cost of ownership,
boost productivity and drive competitiveness. Our
products and our people are critical to the success
of our clients—and to the smooth operation of the
world's manufacturing economy. Here are a few
product lines that deliver value to our customers:

Rolling oils provide roll protection, defect elimination
and energy savings for the world's largest and most
advanced steel and aluminum mills.

Metalworking fluids enable sophisticated machining
processes for the world's largest automotive and
aerospace manufacturing companies.

Fire-resistant hydraulic fluids support safe
and uninterrupted production while reducing
environmental impact for the world's most
successful manufacturing companies.

Corrosion preventives and coatings increase
corrosion protection, optimize processes and
efficiency for the world's most successful
manufacturing companies.

*For more information visit https://investors.quakerhoughton.com/presentations
See page 3 in the 2019 Investor Day presentation

Quaker Houghton




Principles

Live safe.

People. Planet. Property.
We protect what
matters most. Each

of us is responsible for
the safety of ourselves
and those around us;
creating zero-harm
environments; and
bringing our quality
products to market in
the most responsible
way we can. Safety is
the core of our culture.

Act with integrity.
Integrity, honesty,
reliability—they define
our character. Each and
every day we have the
courage to do what's
right because trust is
the cornerstone of our )
business. We earn trust | I _
by being true—to our '
customers and to each
other.

22 Quaker Houghton



Performance

Exceed customer
expectations.

We genuinely care
about our customers
and are dedicated to
their success. In every
aspect of our work,
we innovate to provide
solutions that make

a difference—so our
customers can stay
ahead in a changing
world.

Drive results.

Results are critical. We
set the bar high and
deliver onit. Then we
raise the bar higher,
thriving on progress.
We continually seek to
improve and provide
new ways to help

our customers, our
employees, and our
shareholders win.

People

Embrace diversity.

We learn from and are
inspired by the many
cultures, backgrounds,
and knowledge of our
team. When we respect
and draw on the value
all our colleagues bring,
customers want to work
with us and people
want to work for us.
Our differences make
us better.

Do great things
together.

We work together
across roles, across
disciplines, and across
the globe. Because
as one team, we are
unstoppable. Through
collaboration, debate,
and working for a
shared purpose, we
move forward together
to each and every
success.

Quaker Houghton
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Sustainability Highlights

13*

less waste’

per ton produced since 2014

0.76

TRIR*

exceeded our target of 0.85

100%

of sites

operating under EHS
management system**

VASIge,

recordable

incidents
at 94% of all Quaker Houghton
and FluidCare™sites

43"

more
active users

in employee
e-learning system




PRIMED FOR GROWTH

Quaker Houghton:
Transition-year
financials.

2019 was a year of transition. Our combination on August 1
diversified the market opportunities available to us and added
strength and scale to our value proposition. This date marked a new
beginning for us and a “reset’ of our financial baseline. We are now
the industry leader with twice the revenues on a path for sustained
and profitable growth.

Our reporting for 2019 represents seven months of financial data
fromn Quaker prior to the Quaker Houghton combination on
August 1, 2019. The remainder of the year represents results for
the combined company and includes three months of results
from Norman Hay, a strategic acquisition the company made
on October 1, 2019.

Quaker Houghton




2019 Financial Highlights
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We've consistently outpaced the major stock indices during the last five-year
period. Quaker Houghton's total shareholder return has continued to significantly
outperform—yielding a 89% return to our shareholders since 2014.
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Our combination with Houghton and the
acquisition of Norman Hay, as well as market
share increases contributed to strong net
sales despite challenging markets.

Quaker Houghton has increased or
maintained its dividend every year
since going public in 1972.

YEARS

~$7 million

Cost synergies achieved in 2019
related to the combination.

STOCK PRICE TREND NON-GAAP EARNINGS
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In 2019, our average stock price was Non-GAAP earnings per diluted share

$181.71 per share, up 8% compared were $5.83 in 2019 compared to

to $168.20 per share in 2018. $6.17 in 2018.

ADJUSTED EBITDA*
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Our adjusted EBITDA grew 38% to
$173.1 million compared to $125.8
million in 2018.

* Our net sales and adjusted EBITDA in 2019 reflect net sales and earnings attributed to Houghton for the last five months of 2019 and Norman Hay for the fourth quarter of 2019.
**QOur non-GAAP earnings per diluted share reflect the increase to the Company’s share count coincident with closing of the Combination on August 1, 2019, as well as

earnings attributed to Houghton for the last five months of 2019 and Norman Hay for the fourth quarter of 2019.

26 Quaker Houghton



Selected Financial Data

(In thousands except per share data, percentages, dividends and number of employees) 2019" 2018% 2017% 2016% 2015
SUMMARY OF OPERATIONS
Net sales $1,138,503 $867,520 $820,082 §746,665 §737,5585
Income before faxes and equity in nef income of associated companies 28,904 83,098 60,668 84,009 70,230
Netf income affributable to Quaker Chemical Corporation 31,622 59,473 20,278 61,403 51,180
Per share

Net income aftributable fo Quaker Chemical Corporation

Common Shareholders—basic 2.08 4.46 1.53 4.64 3.84
Net income aftributable fo Quaker Chemical Corporation
Common Shareholders—dilufed 2.08 4.45 1.562 4.63 3.84

Dividends declared 1.525 1.465 1.41 1.355 1.26

Dividends paid 1.51 1.45 1.40 1.33 1.24
FINANCIAL POSITION
Current assets 715,972 418,510 406,586 376,468 358,031
Current liabilities 359,934 151,470 164,743 127,411 124,514
Working capital 356,038 267,040 251,843 249,057 233,517
Property, plant and equipment, net 213,469 83,923 86,704 85,734 87,619
Total assets 2,850,316 709,665 722,126 692,028 680,727
Long-ferm debt 882,437 35,934 61,068 65,769 81,439
Total equity 1,242,366 436,369 409,618 412,606 381,243
OTHER DATA
Current rafio 1.99/1 2.76/1 2.63/1 2.95/1 2.88/1
Capital expenditures 15,545 12,886 10,872 9,954 11,033
Net income as a percentage of net sales 2.8% 6.9% 2.5% 8.2% 6.9%
Return on average equity 3.8% 14.1% 4.9% 15.5% 13.7%
Equity per share at end of year 70.05 32.72 30.78 31.07 28.69
Common stock per share price range:

High 224.30 217.15 165.93 139.92 05.74

Low 141.79 137.95 124.92 68.20 75.04
Number of shares oufstanding at end of year 17,735 13,338 13,308 13,278 13,288
Number of employees at end of year:

Consolidated subsidiaries 4,500 2,160 2,110 2,020 2,040

Associated companies 600 70 70 70 70

(1) The Company acquired Houghton on August 1, 2019 and Norman Hay on October 1,2019, so resulfs
presented above refiect five months and three months, respectively, in the summary of operations and
both are included in the December 31,2019 financial position. Net income attributable fo Quaker

(3) Net income atfributable fo Quaker Chemical Corporation in 2017 includes equity income from a capfive
insurance company of $2.5 million after fax and a $0.6 million insurance insolvency recovery, offset by
$30.8 million of total Houghton combination and other acquisition-related expenses, which includes

Chemical Corporation in 2019 includes equity income from a captive insurance company of $1.8 million
affer tax, a $5.3 million deferred tax benefit on an intercompany infangible asset transfer, $0.4 million tax
credit related to the U.S. Tax Reform and a $0.1 million insurance insolvency recovery, offset by $38.0
million of fotal Houghton combination and ofher acquisifion-related expenses, which includes
approximately $2.1 million of inferest costs fo maintain the bank commitment related fo the Combination
and approximately $0.5 million of accelerated depreciation recorded in cost of goods sold, $26.7 million
of restructuring expenses, $11.7 million for the fair value step up of Houghton and Norman Hay inventory
sold, $2.8 million for the non-service components of the Company’s pension and postretirement benefit
costs, $1.1 million of certain cusfomer bankruptey charges, $1.0 million of affer-fax currency conversion
impacts related fo hyper-inflationary accounting at the Company’s wholly owned Argentine subsidiaries
and $0.4 million of charges related fo the seftlement of a non-core equipment sale. See the Non-GAAP
Measures section in ltem 7 of the 2019 Form 10K

(2) Netincome attributable to Quaker Chemical Corporation in 2018 includes equity income from a captive

insurance company of $1.0 million after fax, a $0.4 million foreign currency transaction gain related to
the liquidation of an inactive legal entity and a $0.1 million insurance insolvency recovery, offset by
$19.5 million of fofal Houghton combination and other acquisition-related expenses, which includes
approximately $3.5 million of interest costs to maintain the bank commitment related to the Combination
and a $0.6 million gain on the sale of a held-for-sale asset, $2.3 million for the non-service components
of the Company’s pension and postretirement benefit costs, $5.8 million of fax charges related fo the U.S
Tax Reform, $0.4 million of currency conversion impacts related fo hyper-infiationary accounting at the
Company’s affiliate in Argentina, and $0.3 million of after-tax currency conversion impacts related to
hyper-infiationary accounting af the Company’s 50% owned affiliate in Venezuela. See the Non-GAAP
Measures secfion in ltem 7 of the 2019 Form 10K

$0.9 million of inferest costs fo maintain the bank commitment related fo the Combination, $4.2 million
for the non-service components of the Company’s pension and postretirement benefit costs, $22.2
million of tax charges related fo the U.S. Tax Reform, $0.3 million of charges related 1o cost streamlining
inifiatives in the Company’s corporate group, a $0.1 million loss on disposal of a held-for-sale asset,
and $0.4 million of after-fax currency conversion impacts related to hyper-infiationary accounting at
the Company’s 50% owned dffiliate in Venezuela. See the Non-GAAP Measures section in lfem 7 of the
2019 Form 10K

(4) Net income atiributable fo Quaker Chemical Corporation in 2016 includes equity income from a captive

insurance company of $1.7 million after fax and a $0.4 million credit related to the Company’s 2015
global restructuring program, offset by $1.5 million of fotal Houghton combination and other
acquisition-related expenses, $2.3 million for the non-service components of the Company’s pension
and postretirement benefit costs, and $0.1 million of after-tax currency conversion impacts related to
hyper-infiationary accounting af the Company’s 50% owned affiliate in Venezuela

(5) Net income affributable fo Quaker Chemical Corporation in 2015 includes equity income from a capfive

insurance company of $2.1 million after fax, offset by $2.8 million of affer-tax currency conversion
impacts related fo hyper-infiationary accounting af the Company’s 50% owned affiliate in Venezuela,

$3.3 million for the non-service components of the Company’s pension and postretirement benefit costs,

$2.8 million of acquisifion-related expenses, $0.2 million of charges related fo cost streamlining
initiatives in the Company’s Americas segment, $0.3 million of charges related fo certain U.S. customner
bankruptcies and $6.8 million of charges related fo the Company’s 2015 global restructuring program.

Quaker Houghton
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We are Quaker Houghton.

The global leader in industrial process fluids,
we continually improve and innovate so our
customers can stay ahead in a changing world.

If it's made of metal, if it's rolled, cut, drawn
or cast, Quaker Houghton is there, optimizing
processes, reducing costs, advancing safety
and sustainability—and driving progress.

We take on our customers’ challenges as our
own, bringing the right combination of science,
engineering, and business savvy so they can
meet the future fully confident that their
operations will run even more efficiently,

even more effectively—whatever comes next.

Forward Together™
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PART I

As used in this Annual Report on Form 10-K (the “Report”), the terms “Quaker”, “Quaker Houghton”, the
“Company”, “we”, and “our” refer to Quaker Chemical Corporation (doing business as Quaker Houghton), its
subsidiaries, and associated companies, unless the context otherwise requires. As used in this Report, the term
Legacy Quaker refers to the Company prior to the closing of its combination with Houghton International, Inc.
(“Houghton”) (herein referred to as the “Combination”) on August 1, 2019. Throughout the Report, all figures
presented, unless otherwise stated, reflect the results of operations of Legacy Quaker for the years ended, and as
of, December 31, 2017 and 2018, and the first seven months of 2019, and includes the results of operations of
Houghton, and therefore the combined company, Quaker Houghton, for the last five months of 2019, and as of

December 31, 2019.

Item 1. Business.
Houghton Combination

On August 1, 2019, the Company completed the Combination and acquired all of the issued and outstanding
shares of Houghton from Gulf Houghton Lubricants, Ltd. (“Gulf”) and certain other selling shareholders in
exchange for a combination of cash and shares of the Company’s common stock in accordance with the share
purchase agreement dated April 4, 2017 (the “Share Purchase Agreement”). Houghton is a leading global
provider of specialty chemicals and technical services for metalworking and other industrial applications, and,
the combination with Quaker creates a leading global supplier of industrial process fluids. The shares were
bought for an aggregate purchase consideration consisting of: (i) $170.8 million in cash; (ii) the issuance of
approximately 4.3 million shares of the Company’s common stock, $1.00 par value per share, comprising
approximately 24.5% of the common stock outstanding upon the closing of the Combination; and (iii) the
Company’s refinancing of Houghton’s net indebtedness as of the closing of the Combination of approximately
$702.6 million.

The Combination was subject to certain regulatory and shareholder approvals. At a shareholder meeting
held during 2017, the Company’s shareholders approved the issuance of new shares of the Company’s common
stock at closing of the Combination. Also in 2017, the Company received regulatory approvals for the
Combination from China and Australia. The Company received regulatory approval from the European
Commission (“EC”) during the second quarter of 2019 and the U.S. Federal Trade Commission (“FTC”) in July
2019. The approvals from the FTC and the EC required the concurrent divestiture of certain steel and aluminum
related product lines of Houghton, which were sold by Houghton on August 1, 2019 for approximately
$37 million in cash. The final remedy agreed with the EC and the FTC was consistent with the Company’s
previous expectation that the total divested product lines would be approximately 3% of the combined
company’s net sales.

General Description

The Company was organized in 1918 and incorporated as a Pennsylvania business corporation in 1930.
Quaker Houghton develops, produces, and markets a broad range of formulated specialty chemical products and
offers chemical management services (“Fluidcare”) for various industrial and manufacturing applications
throughout its four segments: Americas; Europe, Middle East and Africa (“EMEA”); Asia/Pacific; and Global
Specialty Businesses. The Combination increased the Company’s addressable metalworking, metals and
industrial end markets, which include steel, aluminum, aerospace, defense, transportation-original equipment
manufacturer (“OEM”), transportation-components, offshore sub-sea energy, architectural aluminum,
construction, tube and pipe, can and container, mining, specialty coatings and specialty greases. The
Combination also strengthened the product portfolio of the combined Company. The major product lines of
Quaker Houghton include metal removal fluids, cleaning fluids, corrosion inhibitors, metal drawing and forming
fluids, die cast mold releases, heat treatment and quenchants, metal forging fluids, hydraulic fluids, specialty

2



greases, offshore sub-sea energy control fluids, rolling lubricants, rod and wire drawing fluids and surface
treatment chemicals. The following are the respective contributions to consolidated net sales of each product line
based on the Company’s current major product line segmentation, representing approximately 10% or more of
consolidated net sales for any of the past three years:

2019 2018 2017

Rolling lubricants . .......... .. . it 21.9% 25.5% 26.7%
Metal removal fluids . ......... .. .. .. . . 199% 15.4% 15.1%
Hydraulic fluids . ...... .. .. . 13.0% 13.0% 13.7%

Other Acquisition Activity

On October 1, 2019, the Company completed its acquisition of the operating divisions of Norman Hay plc
(“Norman Hay”), a private U.K. company that provides specialty chemicals, operating equipment, and services to
industrial end markets. The original purchase price was 80.0 million GBP, on a cash-free and debt-free basis,
subject to routine and customary post-closing adjustments related to working capital and net indebtedness levels.
The Company expects to finalize its post-closing adjustments for the Norman Hay acquisition in the first half of
2020. Cash paid for Norman Hay in the fourth quarter of 2019 was approximately $95.3 million, net of cash
acquired.

Sales Revenue

A substantial portion of the Company’s sales worldwide are made directly through its own employees and
its Fluidcare programs, with the balance being handled through distributors and agents. The Company’s
employees visit the plants of customers regularly, work on site, and, through training and experience, identify
production needs which can be resolved or otherwise addressed either by utilizing the Company’s existing
products or by applying new formulations developed in its laboratories.

The Company recognizes revenue in an amount that reflects the consideration to which the Company
expects to be entitled in exchange for the goods or services transferred to its customers. To do this, the Company
applies a five-step model that requires the Company to: (i) identify the contract with a customer; (ii) identify the
performance obligations in the contract; (iii) determine the transaction price; (iv) allocate the transaction price to
the performance obligations in the contract; and (v) recognize revenue when, or as, the Company satisfies a
performance obligation.

As part of the Company’s Fluidcare programs, certain third-party product sales to customers are managed
by the Company. Where the Company acts as principal, revenues are recognized on a gross reporting basis at the
selling price negotiated with its customers. Where the Company acts as an agent, such revenue is recorded using
the net reporting method and generally reflects the administrative fee earned by the Company for ordering the
goods. The Company transferred third-party products under arrangements resulting in net reporting of
$48.0 million, $47.1 million and $44.5 million for the years ended December 31, 2019, 2018 and 2017,
respectively.

Competition

The specialty chemical industry comprises a number of companies similar in size to the Company, as well
as companies larger and smaller than Quaker Houghton. The Company cannot readily determine its precise
position in every industry it serves. However, the Company estimates it holds a leading global position in the
market for industrial process fluids including significant global positions in the markets for process fluids in
portions of the automotive and industrial markets, and a leading position in the market for process fluids to
produce sheet steel and aluminum. The offerings of many of our competitors differ from those of Quaker
Houghton. For example, some offer a broad portfolio of fluids, including general lubricants, while others have
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more specialized product ranges. All competitors provide different levels of technical services to individual
customers. Competition in the industry is based primarily on the ability to supply products that meet the needs of
the customer and provide technical services and laboratory assistance to the customer, and to a lesser extent on
price.

Major Customers and Markets

In 2019, Quaker Houghton’s five largest customers (each composed of multiple subsidiaries or divisions
with semi-autonomous purchasing authority) accounted for approximately 12% of consolidated net sales, with its
largest customer accounting for approximately 6% of consolidated net sales. A significant portion of the
Company’s revenues are realized from the sale of process fluids and services to manufacturers of steel,
aluminum, automobiles, aircraft, industrial equipment, and durable goods, and, therefore, Quaker Houghton is
subject to the same business cycles as those experienced by these manufacturers and their customers. The
Company’s financial performance is generally correlated to the volume of global production within the industries
it serves, rather than discretely related to the financial performance of its customers. Furthermore, steel and
aluminum customers typically have limited manufacturing locations compared to metalworking customers and
generally use higher volumes of products at a single location.

Raw Materials

Quaker Houghton uses over 1,000 raw materials, including mineral oils, animal fats, vegetable oils,
ethylene, solvents, surfactant agents, various chemical compounds that act as additives to our base formulations,
and a wide variety of other organic and inorganic compounds, along with various derivatives of the foregoing.
The price of mineral oil and its derivatives can be affected by the price of crude oil and industry refining
capacity. Animal fat and vegetable oil prices, as well as the prices of other raw materials, are impacted by their
own unique supply and demand factors, as well as by biodiesel consumption which is also affected by the price
of crude oil. Accordingly, significant fluctuations in the price of crude oil could have a material impact on the
cost of these raw materials. In addition, many of the raw materials used by Quaker Houghton are commodity
chemicals which can experience significant price volatility. Accordingly, the Company’s earnings could be
affected by market changes in raw material prices. Reference is made to the disclosure contained in Item 7A of
this Report.

Patents and Trademarks

Quaker Houghton has a limited number of patents and patent applications, including patents issued, applied
for, or acquired in the United States and in various foreign countries, some of which may prove to be material to
its business, and the earliest of which expires in 2021. Instead, the Company relies principally on its proprietary
formulae and the application of its skills and experience to meet customer needs. Quaker Houghton products are
identified by trademarks that are registered throughout its marketing area.

Research and Development—Laboratories

Quaker Houghton research and development laboratories are directed primarily toward applied research and
development since the nature of the Company’s business requires continual modification and improvement of
formulations to provide specialty chemicals to satisfy customer requirements. The Company maintains quality
control laboratory facilities in each of its manufacturing locations. In addition, the Company maintains
approximately thirty separate laboratory facilities worldwide that, in addition to quality control, are devoted to
applied research and development. If problems are encountered which cannot be resolved by local laboratories,
they would be referred to one of our ten principal laboratories in Conshohocken, Pennsylvania; Valley Forge,
Pennsylvania; Aurora, [llinois; Santa Fe Springs, California; Uithoorn, the Netherlands; Coventry, United
Kingdom; Dortmund, Germany; Barcelona, Spain; Turin, Italy or Qingpu, China.



Research and development costs are expensed as incurred. Research and development expenses during the
years ended December 31, 2019, 2018 and 2017 were $32.1 million, $24.5 million and $23.9 million,
respectively.

Regulatory Matters

In order to facilitate compliance with applicable federal, state, and local statutes and regulations relating to
occupational health and safety and protection of the environment, the Company has an ongoing program of site
assessment for the purpose of identifying capital expenditures or other actions that may be necessary to comply
with such requirements. The program includes periodic inspections of each facility by the Company and/or
independent experts, as well as ongoing inspections and training by on-site personnel. Such inspections address
operational matters, record keeping, reporting requirements and capital improvements. Capital expenditures
directed solely or primarily to regulatory compliance amounted to approximately $4.4 million, $1.5 million and
$1.6 million during the years ended December 31, 2019, 2018 and 2017, respectively.

Number of Employees

On December 31, 2019, Quaker Houghton had approximately 4,500 full-time employees globally of whom
approximately 1,100 were employed by the parent company and its U.S. subsidiaries, and approximately 3,400
were employed by its non-U.S. subsidiaries. Associated companies of Quaker Houghton (in which it owns 50%
or less and has significant influence) employed approximately 600 people on December 31, 2019.

Company Segmentation

The Company’s operating segments, which are consistent with its reportable segments, reflect the structure
of the Company’s internal organization, the method by which the Company’s resources are allocated and the
manner by which the Company and the chief operating decision maker assess performance. During the third
quarter of 2019 and in connection with the Combination, the Company reorganized its executive management
team to align with its new business structure, which reflects the method by which the Company assesses its
performance and allocates its resources. The Company’s new reportable segments are: (i) Americas; (i) EMEA;
(iii) Asia/Pacific; and (iv) Global Specialty Businesses. See Note 4 of Notes to Consolidated Financial
Statements in Item 8 of this Report, incorporated herein by this reference.

Non-U.S. Activities

Since significant revenues and earnings are generated by non-U.S. operations, the Company’s financial
results are affected by currency fluctuations, particularly between the U.S. dollar and the euro, the British pound
sterling, the Brazilian real, the Mexican peso, the Chinese renminbi and the Indian rupee, and the impact of those
currency fluctuations on the underlying economies. Incorporated by reference is (i) the foreign exchange risk
information contained in Item 7A of this Report, (ii) the geographic information in Note 4 of Notes to
Consolidated Financial Statements included in Item 8 of this Report, and (iii) information regarding risks
attendant to foreign operations included in Item 1A of this Report.

Quaker Houghton on the Internet

Financial results, news and other information about Quaker Houghton can be accessed from the Company’s
website at https://www.quakerhoughton.com. This site includes important information on the Company’s
locations, products and services, financial reports, news releases and career opportunities. The Company’s
periodic and current reports on Forms 10-K, 10-Q, 8-K, and other filings, including exhibits and supplemental
schedules filed therewith, and amendments to those reports, filed with the Securities and Exchange Commission
(“SEC”) are available on the Company’s website, free of charge, as soon as reasonably practicable after they are
electronically filed with or furnished to the SEC. Information contained on, or that may be accessed through, the
Company’s website is not incorporated by reference in this Report and, accordingly, you should not consider that
information part of this Report.



Factors that May Affect Our Future Results

(Cautionary Statements under the Private Securities Litigation Reform Act of 1995)

Certain information included in this Report and other materials filed or to be filed by Quaker Chemical
Corporation with the SEC (as well as information included in oral statements or other written statements made or
to be made by us) contain or may contain forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These
statements can be identified by the fact that they do not relate strictly to historical or current facts. We have based
these forward-looking statements on our current expectations about future events. These forward-looking
statements include statements with respect to our beliefs, plans, objectives, goals, expectations, anticipations,
intentions, financial condition, results of operations, future performance, and business, including:

» the potential benefits of the Combination;
e our current and future results and plans; and

e statements that include the words “may,” “could,” “should,” “would,” “believe,” “expect,”
“anticipate,” “
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estimate,” “intend,” “plan” or similar expressions.

Such statements include information relating to current and future business activities, operational matters,
capital spending, and financing sources. From time to time, forward-looking statements are also included in the
Company’s other periodic reports on Forms 10-K, 10-Q and 8-K, press releases, and other materials released to,
or statements made to, the public.

Any or all of the forward-looking statements in this Report, in the Company’s Annual Report to
Shareholders for 2019 and in any other public statements we make may turn out to be wrong. This can occur as a
result of inaccurate assumptions or as a consequence of known or unknown risks and uncertainties. Many factors
discussed in this Report will be important in determining our future performance. Consequently, actual results
may differ materially from those that might be anticipated from our forward-looking statements.

We undertake no obligation to publicly update any forward-looking statements, whether as a result of new
information, future events or otherwise. However, any further disclosures made on related subjects in the
Company’s subsequent reports on Forms 10-K, 10-Q, 8-K and other related filings should be consulted. A major
risk is that demand for the Company’s products and services is largely derived from the demand for our
customers’ products, which subjects the Company to uncertainties related to downturns in a customer’s business
and unanticipated customer production shutdowns. Other major risks and uncertainties include, but are not
limited to, significant increases in raw material costs, customer financial stability, worldwide economic and
political conditions, the impact of widespread public health crises, including the recent spread of coronavirus,
foreign currency fluctuations, significant changes in applicable tax rates and regulations, future terrorist attacks
and other acts of violence, each of which is discussed in greater detail in Item 1A of this Report. Furthermore, the
Company is subject to the same business cycles as those experienced by steel, automobile, aircraft, industrial
equipment, and durable goods manufacturers. Other factors could also adversely affect us, including those related
to the Combination and other acquisitions and the integration of the combined company as well as other acquired
businesses. Our forward-looking statements are subject to risks, uncertainties and assumptions about the
Company and its operations that are subject to change based on various important factors, some of which are
beyond our control. These risks, uncertainties, and possible inaccurate assumptions relevant to our business could
cause our actual results to differ materially from expected and historical results.

Therefore, we caution you not to place undue reliance on our forward-looking statements. For more
information regarding these risks and uncertainties as well as certain additional risks that we face, refer to the
Risk Factors section in Item 1A of this Report, and in our quarterly and other reports filed from time to time with
the SEC. This discussion is provided as permitted by the Private Securities Litigation Reform Act of 1995.



Item 1A. Risk Factors.

Changes to the industries and markets that we serve could have a material adverse effect on our liquidity,
financial position and results of operations.

As a leader in industrial process fluids, the Company is subject to the same business cycles as those
experienced by steel, automobile, aircraft, industrial equipment, aerospace, aluminum and durable goods
manufacturers. Because demand for our products and services is largely derived from the global demand for our
customers’ products, we are subject to uncertainties related to downturns in our customers’ businesses and
unanticipated shutdowns or curtailments of our customers’ production. We have limited ability to adjust our costs
contemporaneously with changes in sales; thus, a significant downturn in sales due to reductions in global
production within the industries we serve and/or weak end-user markets could have a material adverse effect on
our liquidity, financial position and results of operations.

Changes in competition in the industries and markets we serve could have a material adverse effect on our
liquidity, financial position and results of operations.

The specialty chemical industry is highly competitive, and a number of companies with significant financial
resources and/or customer relationships compete with us to provide similar products and services. Some
competitors may be positioned to offer more favorable pricing and service terms, potentially resulting in reduced
profitability and/or a loss of market share for us. In addition, our competitors could potentially consolidate their
businesses to gain scale to better position their product offerings, which could have a negative impact on our
profitability and market share. Competition in the industry has historically been based primarily on the ability to
provide products that meet the needs of the customer and render technical services and laboratory assistance to
the customer and, to a lesser extent, on price. Factors critical to our business include successfully differentiating
our offerings from those of our competitors, operating efficiently and profitably as a globally integrated business,
and increasing market share and customer penetration through internally developed business programs and
strategic acquisitions. Further, in connection with obtaining regulatory approval of the Combination, we divested
certain of Houghton’s products and related assets to a competitor, which they may use to compete with us in
certain areas where we continue to sell those products. If we are unsuccessful with differentiating ourselves, it
could have a material adverse effect on our liquidity, financial position and results of operations.

Inability to obtain sufficient price increases or contract concessions to offset increases in the costs of raw
materials could result in a loss of sales, gross profit, and/or market share and could have a material adverse
effect on our liquidity, financial position and results of operations. Conversely, an inability to implement
timely price decreases to compensate for changes in raw material costs could also result in a loss of sales,
gross profit, and/or market share and could have a material adverse effect on our liquidity, financial position
and results of operations.

Quaker Houghton uses over 1,000 different raw materials, including mineral oils, animal fats, vegetable
oils, ethylene, solvents, surfactant agents, various chemical compounds that act as additives to our base
formulations, and a wide variety of other organic and inorganic compounds, along with various derivatives of the
foregoing. The price of mineral oils and their derivatives can be affected by the price of crude oil and industry
refining capacity. Animal fat and vegetable oil prices, as well as the prices of other raw materials, are impacted
by their own unique supply and demand factors, as well as by biodiesel consumption which is also affected by
the price of crude oil. Accordingly, significant fluctuations in the price of crude oil in the past have had and are
expected to continue to have a material impact on the cost of our raw materials. In addition, many of the raw
materials we use are commodity chemicals, which can experience significant price volatility.

Although we have been successful in the past in recovering a substantial amount of raw material cost
increases while retaining our customers, there can be no assurance that we will be able to continue to offset
higher raw material costs or retain customers in the future. Conversely, there can be no assurance that we can
continue to maintain our margins if raw material costs decline more rapidly than we expected. A significant
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change in margin or the loss of customers due to pricing actions could result in a material adverse effect on our
liquidity, financial position, and results of operations.

Lack of availability of raw materials and issues associated with sourcing from certain single suppliers and
some suppliers in volatile economic environments could have a material adverse effect on our liquidity,
financial position, and results of operations.

The specialty chemical industry periodically experiences tightness of supply for certain raw materials. In
addition, in some cases, we source from a single supplier and/or suppliers in economies that have experienced
political or economic instability. Any significant disruption in supply could affect our ability to obtain raw
materials, or increase the cost of such raw materials, which could have a material adverse effect on our liquidity,
financial position and results of operations. In addition, certain raw materials that we use are subject to various
regulatory laws, and a change in our ability to legally use such raw materials may impact the products or services
we are able to offer, which could negatively affect our ability to compete and could adversely affect our liquidity,
financial position and results of operations.

Loss of a significant manufacturing facility could have a material adverse effect on our liquidity, financial
position and results of operations.

We have manufacturing facilities located throughout the world. If one of our facilities is forced to shut down
or curtail operations, because of damage or other factors, we may not be able to timely supply our customers.
This could result in a loss of sales over an extended period, or permanently. The Company does take steps to
mitigate against this risk, including business continuity and contingency planning and procuring property and
casualty insurance (including business interruption insurance). Nevertheless, the loss of production in any one
region over an extended period of time could have a material adverse effect on our liquidity, financial position
and results of operations.

Loss of a significant customer, bankruptcy of a major customer, or the closure of or significant reduction in
production at a customer site could have a material adverse effect on our liquidity, financial position and
results of operations.

During 2019, the Company’s top five largest customers (each composed of multiple subsidiaries or
divisions with semi-autonomous purchasing authority) together account for approximately 12% of our
consolidated net sales, with the largest customer accounting for approximately 6% of our consolidated net sales.
The loss of a significant customer could have a material adverse effect on our liquidity, financial position and
results of operations. Also, a significant portion of our revenues is derived from sales to customers in the steel,
aerospace, aluminum and automotive industries; where bankruptcies have occurred in the past and where
companies have periodically experienced financial difficulties. If a significant customer experiences financial
difficulties or files for bankruptcy protection, we may be unable to collect on our receivables, and customer
manufacturing sites may be closed or contracts voided. The bankruptcy of a major customer could therefore have
a material adverse effect on our liquidity, financial position and results of operations. Also, some of our
customers, primarily in the steel, aluminum and aerospace industries, often have fewer manufacturing locations
compared to other metalworking customers and generally use higher volumes of products at a single location.
The loss, closure or significant reduction in production of one or more of these locations or other major sites of a
significant customer, such as the current production slowdown of the Boeing 737 Max aircraft, could have a
material adverse effect on our business.

Changes in tax laws could result in fluctuations in our effective tax rate and have a material effect on our
liquidity, financial position and results of operation.

We pay income taxes in the U.S. and various foreign jurisdictions; with our U.S. and international tax
liabilities being subject to the allocation of our income among these different jurisdictions. Our effective tax rate
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is derived from a combination of local tax rates and tax attributes applicable to our operations, in the various
countries, states and other jurisdictions in which we operate. Our effective tax rate and respective tax liabilities
could, therefore, be materially affected by changes in the mix of earnings in countries with differing statutory tax
rates, changes in tax rates, expiration or lapses of tax credits or incentives, changes in uncertain tax positions,
changes in the valuation of deferred tax assets and liabilities, or changes in tax laws, including matters such as
transfer pricing. One recent example is the impact of the U.S. Tax Cuts and Jobs Act, adopted in the U.S. in 2017
(“U.S. Tax Reform”). We have made various interpretations and assumptions with regard to uncertainties and
ambiguities in the application of certain provisions of U.S. Tax Reform, which could turn out to be incorrect. In
addition, we are regularly under audit by tax authorities, and the final decisions of such audits could materially
affect our current tax estimates and tax positions. Any of these factors, or similar tax-related risks, could cause
our effective tax rate and tax-related payments to significantly differ from previous periods and current or future
expectations, which could have a material effect on our liquidity, financial position and results of operations.

The global nature of our operations subjects us to political and economic risks that could adversely affect our
business, liquidity, financial position and results of operations.

A significant portion of our revenues and earnings are generated by non-U.S. operations. Risks inherent in
our global operations include: instability in economic and political conditions in certain countries; changes in a
country’s political situation; trade protection measures, including import and export controls and trade
embargoes; longer customer payment cycles; different payment practices such as the use of bankers acceptance
drafts or other similar credit instruments; licensing and other legal requirements; the difficulties of staffing and
managing dispersed international operations; less protective foreign intellectual property laws; legal systems that
may be less developed and predictable than those in the United States; limitations on ownership or participation
in local enterprises; the potential for expropriation or nationalization of enterprises; the impact of widespread
public health crises; and complex and dynamic local tax regulations. Also, the Company could be adversely
impacted by changes in the perceived or actual global economic climate, such as from global or regional
recessions, uncertainty resulting from the United Kingdom’s (“U.K.”) exit from the European Union (“EU”),
existing or future trade restrictions or imposed tariffs, and heightened U.S. or global stock market volatility and
potential changes in access to capital markets.

The current global geopolitical and trade environment creates the potential for increased escalation of
domestic and international tariffs and retaliatory trade policies. Further changes in U.S. trade policy and
additional retaliatory actions by U.S. trade partners could result in a worsening of economic conditions. If we are
unable to successfully manage these and other risks associated with our international businesses, the risks could
have a material adverse effect on our business, results of operations or financial condition.

Additionally, the U.K.’s exit (commonly referred to as Brexit) from the EU could cause disruptions to, and
create uncertainty surrounding, our business in the U.K. and EU, including affecting our relationships with our
existing and future customers, suppliers and employees. As a result, Brexit could have an adverse effect on our
future business, financial results and operations. The political and economic instability created by Brexit has
caused and may continue to cause significant volatility in global financial markets and uncertainty regarding the
regulation of data protection in the U.K., both during the transitional period and subsequently thereafter. Brexit
could also disrupt the free movement of goods, services, and people between the U.K., the EU, and elsewhere.
Brexit could lead to legal uncertainty and potentially divergent national laws and regulations as the U.K.
determines which EU laws to replace or replicate. Further, uncertainty around these and related issues could lead
to adverse effects on the economy of the U.K. and the other economies in which we operate. There can be no
assurance that any or all of these events will not have a material adverse effect on our business operations, results
of operations and financial condition.



The scope of our international operations subjects us to risks from currency fluctuations that could adversely
affect our liquidity, financial position and results of operations.

Significant revenues and earnings are generated by our non-U.S. operations, and so our financial results are
affected by currency fluctuations, particularly between the U.S. dollar and the euro, the Brazilian real, the
Mexican peso, the Chinese renminbi, and the Indian rupee, and the impact of those currency fluctuations on the
underlying economies. During the past three years, sales by non-U.S. subsidiaries accounted for approximately
60% to 65% of our consolidated net sales. Generally, all of our non-U.S. subsidiaries use their local currency as
their functional currency. We generally do not use financial instruments that expose us to significant risk
involving foreign currency transactions; however, the relative size of our non-U.S. activities has a significant
impact on reported operating results and our net assets. Therefore, as exchange rates change, our results can be
materially affected. Incorporated by reference is the foreign exchange risk information contained in Item 7A of
this Report and the geographic information in Note 4 of Notes to Consolidated Financial Statements included in
Item 8 of this Report.

Also, we occasionally source inventory in a different country than that of the intended sale. This practice
can give rise to foreign exchange risk. We seek to mitigate this risk through local sourcing of raw materials in the
majority of our locations.

Pending and future legal proceedings, including environmental matters, could have a material adverse effect
on our liquidity, financial position, and results of operations, as well as our reputation in the markets it serves.

The Company and its subsidiaries are routinely party to proceedings, cases, and requests for information
from, and negotiations with, various claimants and federal and state agencies relating to various matters,
including environmental matters. Note 26 of Notes to Consolidated Financial Statements in Item 8 of this Report
describes certain information concerning pending asbestos-related litigation against an inactive subsidiary,
amounts accrued associated with certain environmental, non-capital remediation costs and other potential
commitments or contingencies, which is incorporated herein by reference. An adverse result in one or more
pending or on-going matters or any potential future matter of a similar nature could materially and adversely
affect our liquidity, financial position, and results of operations, as well as our reputation in the markets we serve.

Failure to comply with the complex global regulatory environment in which we operate could have an adverse
impact on our reputation and/or a material adverse effect on our liquidity, financial position and results of
operations.

Changes in the regulatory environment in which we operate, particularly, but not limited to, the United
States, Mexico, Brazil, China, India, Southeast Asia, the U.K. and the EU, could lead to heightened regulatory
compliance costs and scrutiny, could adversely impact our ability to continue selling certain products in our U.S.
or foreign markets, and/or could otherwise increase the cost of doing business. While we seek to mitigate these
risks, including by receiving Responsible Care certification, on-going employee training and administering a
comprehensive environmental, health and safety program, there is no guarantee these actions will prevent all
potential regulatory compliance issues. For instance, failure to comply with the EU’s Registration, Evaluation,
Authorization and Restriction of Chemicals (“REACH”) or other similar laws and regulations, could result in our
inability to sell certain non-compliant products, or we could incur fines, ongoing monitoring obligations or other
future business consequences, which could have a material adverse effect on our liquidity, financial position and
results of operations. Additionally, we are subject to the U.S. Foreign Corrupt Practices Act (the “FCPA”), the
U.K. Bribery Act and other anti-bribery, anti-corruption and anti-money laundering laws in jurisdictions around
the world. The FCPA, the U.K. Bribery Act and similar laws generally prohibit companies, as well as their
officers, directors, employees and third-party intermediaries, business partners and agents, from making improper
payments or providing other improper things of value to government officials or other persons. While we have
policies and procedures and internal controls designed to address compliance with such laws, we cannot assure
you that our employees and third-party intermediaries, business partners and agents, will not take, or be alleged
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to have taken actions, in violation of such policies and laws, for which we may be ultimately held responsible.
Detecting, investigating and resolving actual or alleged violations can be extensive and require a significant
diversion of time, resources and attention from senior management. Any violation of the FCPA, the U.K. Bribery
Act or other applicable anti-bribery, anti-corruption and anti-money laundering laws could result in
whistleblower complaints, adverse media coverage, investigations, loss of export privileges, and criminal or civil
sanctions, penalties and fines, any of which could adversely affect our business and financial condition.

Uncertainty related to environmental regulation and industry standards, as well as physical risks of climate
change, could impact our results of operations and financial position.

Increased public awareness and concern regarding global climate change and other environmental risks may
result in more extensive international, regional and/or federal requirements or industry standards to reduce or
mitigate global warming and other environmental risks and these regulations could mandate even more restrictive
standards or industry standards than the voluntary goals that we have established or require changes to be
adopted on a more accelerated time frame. There continues to be a lack of consistent climate legislation, which
creates economic and regulatory uncertainty. In addition, the physical risks of climate change may impact the
availability and costs of materials and natural resources, sources and supply of energy, product demand and
manufacturing. If environmental laws or regulations or industry standards are either changed or adopted and
impose significant operational restrictions and compliance requirements upon us or our products, or our
operations are disrupted due to physical impacts of climate change, our business, capital expenditures, results of
operations, financial condition and competitive position could be negatively impacted.

Potential product, service or other related liability claims could have a material adverse effect on our liquidity,
financial position and results of operations.

The development, manufacture and sale of specialty chemical products and other related services involve
inherent exposure to potential product liability claims, service level claims, product recalls and related adverse
publicity. Any of these potential product or service risks could also result in substantial and unexpected
expenditures and affect customer confidence in our products and services, which could have a material adverse
effect on our liquidity, financial position and results of operations.

In addition, our business is subject to hazards associated with the manufacture, handling, storage, and
transportation of chemical materials and products. These potential hazards could cause personal injury and loss
of life, severe damage to, or destruction of, property or equipment and environmental contamination or other
environmental damage, which could have an adverse effect on our business, financial condition or results of
operations. In addition, the occurrence of disruptions, shutdowns or other material operating problems at our
facilities or those of our customers due to any of these risks could adversely affect our reputation and have a
material adverse effect on our operations as a whole, including our results of operations and cash flows, both
during and after the period of operational difficulties. Although we maintain product and other general liability
insurance, there can be no assurance that the types or levels of coverage maintained are adequate to cover these
potential risks. In addition, we may not be able to continue to maintain our existing insurance coverage or obtain
comparable or additional insurance coverage at a reasonable cost, if at all, in the event a significant product or
service claim arises.

We may be unable to adequately protect our proprietary rights and trade brands, which may limit our ability to
compete in our markets and could adversely affect our liquidity, financial position and results of operations.

We have a limited number of patents and patent applications, including patents issued, applied for, or
acquired in the United States and in various foreign countries, some of which may prove to be material to our
business. However, we rely principally on our proprietary formulae and the application of our skills and
experience to meet customer needs. Also, our products are identified by trademarks that are registered throughout
our marketing area. Despite our efforts to protect our proprietary information through patent and trademark
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filings, through the use of appropriate trade secret protections, and through the inability of certain products to be
effectively replicated by others, it is possible that competitors or other unauthorized third parties may obtain,
copy, use, disclose or replicate our technologies, products, and processes. In addition, the laws and/or judicial
systems of foreign countries in which we design, manufacture, market and sell our products may afford little or
no effective protection of our proprietary technology or trade brands. Also, security over our global information
technology structure is subject to increasing risks associated with cyber-crime and other related cyber-security
threats. These potential risks to our proprietary information and trade brands could subject us to increased
competition and negatively impact our liquidity, financial position and results of operations.

We may not be able to timely develop, manufacture and gain market acceptance of new and enhanced
products required to maintain or expand our business, which could adversely affect our liquidity, financial
position and results of operations.

We believe that our continued success depends on our ability to continuously develop and manufacture new
products and product enhancements on a timely and cost-effective basis in response to customer demands for
higher performance process chemicals and other product offerings. An example of such evolving customer
demands and industry trends is the movement towards light weight and/or electric vehicles. Our competitors may
develop new products or enhancements to their products that offer performance, features and lower prices that
may render our products less competitive or obsolete, and, as a consequence, we may lose business and/or
significant market share. The development and commercialization of new products requires significant
expenditures over an extended period of time, and some products that we seek to develop may never become
profitable. In addition, we may not be able to develop and introduce products incorporating new technologies in a
timely manner that will satisfy our customers’ future needs or achieve market acceptance.

We may not be able to profitably operate our consolidated company as anticipated after the Combination if we
do not properly address our integration and consolidation risks. An inability to appropriately capitalize on
growth, including organic growth, leveraging prior acquisitions, or integrating future acquisitions, could
adversely affect our liquidity, financial position and results of operations.

The Combination presents the Company with significant integration and consolidation risks, and we may be
unable to profitably operate the consolidated company, or may fail to achieve expected cost synergies or expand
our combined business into new markets and geographies given the following risks, among others:

e diversion of management time and focus from operating our business to address challenges that may
arise in integrating Houghton;

e transition of operations and customers of Houghton to the combined business;

e failure to realize anticipated operational or financial synergies;

e implementation or remediation of controls, procedures, and policies at Houghton;

* the need to integrate operations across different cultures and languages and to address the particular
economic, currency, political, and regulatory risks associated with specific countries; and

* possible liabilities for activities of Houghton before the acquisition, such as possible violations of laws,
commercial disputes, tax liabilities, and other known and unknown liabilities that may not be
sufficiently protected against in the Share Purchase Agreement.

In addition to the Combination, we have completed multiple acquisitions over the past several years,
including Norman Hay in 2019, and we continue to grow organically through increased end-market growth,
incremental market share gains, and extending previously acquired technologies through existing channels. The
success of our growth depends on our ability to successfully integrate these acquisitions and any future
acquisitions, including, but not limited to our ability to:

» successfully execute the integration or consolidation of the acquired or additional business into existing
processes and operations;
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e develop or modify financial reporting, information systems and other related financial tools to ensure
overall financial integrity and adequacy of internal control procedures;

e identify and take advantage of potential synergies, including cost reduction opportunities, while
maintaining legacy business and other related attributes; and

» further penetrate existing, and expand into new, markets with the product capabilities acquired in
acquisitions.

Despite our best efforts, we may fail to obtain the benefits we anticipate from the Combination or may not
create the appropriate infrastructure to support such additional growth from organic or acquired businesses,
which could have a material adverse effect on our liquidity, financial position and results of operations.

Impairment evaluations of goodwill, intangible assets, investments or other long-lived assets could result in a
reduction in our recorded asset values, which could have a material adverse effect on our financial position
and results of operation.

We perform reviews of goodwill and indefinite-lived intangible assets on an annual basis, or more
frequently if triggering events indicate a possible impairment. We test goodwill at the reporting unit level by
comparing the carrying value of the net assets of the reporting unit, including goodwill, to the reporting unit’s
fair value. Similarly, we test indefinite-lived intangible assets by comparing the fair value of the assets to their
carrying values. If the carrying values of goodwill or indefinite-lived intangible assets exceed their fair value, the
goodwill or indefinite-lived intangible assets may be considered impaired. In addition, we perform a review of a
definite-lived intangible asset or other long-lived asset when changes in circumstances or events indicate a
possible impairment. If any impairment or related charge is warranted, then our financial position and results of
operations could be materially affected.

We could be subject to indemnity claims and liable for other payments relating to properties or businesses we
have divested.

In connection with the sale of certain properties and businesses, we have agreed to indemnify the purchasers
of such properties for certain types of matters, such as certain breaches of representations and warranties, taxes
and certain environmental matters. With respect to environmental matters, the discovery of contamination arising
from properties that we have divested may expose us to indemnity obligations under the sale agreements with the
buyers of such properties or cleanup obligations and other damages under applicable environmental laws. We
may not have insurance coverage for such indemnity obligations or cash flows to make such indemnity or other
payments. Further, we cannot predict the nature of and the amount of any indemnity or other obligations we may
have to the applicable purchaser. Such payments may be costly and may adversely affect our financial condition
and results of operations.

The issuance of common stock to Gulf in the Combination provided it with an almost 24.5% ownership
interest in the Company, and therefore, there is a risk that depending on the intentions of Gulf with respect to
its common stock ownership and the timing of such decisions, a significant amount of the Company’s
common stock could be made available for sale in one or more transactions. In addition, Gulf also has the
contractual ability to nominate certain directors of the Company, which may enable Gulf to influence the
direction of our business and significant corporate decisions.

As a result of the issuance, Gulf became our largest shareholder. Pursuant to the terms of the shareholders
agreement it has entered into with the Company, for two years following the closing on August 1, 2019, Gulf is
restricted from acquiring additional shares of Quaker Houghton common stock, subject to certain exceptions.
Subject to certain restrictions over timing and amount, Gulf is permitted to make available for sale a certain
number of shares of common stock. Given the number of shares currently held by Gulf, if it were to make
available for sale a portion of its shares, that portion could represent a significant amount of common stock of the
Company being sold, which could have an adverse impact on the Company’s stock price.
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In addition, Gulf has substantial influence over matters submitted to a vote of our shareholders, including
the election of directors, amendment of our organizational documents, acquisitions or other business
combinations involving the Company, and potentially the ability to prevent extraordinary transactions such as a
takeover attempt or business combination. The concentration of ownership of our shares held by Gulf may make
some future actions more difficult without its support. Gulf will, however, be bound by the shareholders
agreement it has entered into with the Company, which among other provisions requires that for so long as any of
Gulf’s designees are on the Quaker Houghton Board of Directors (the “Board”), and for six months thereafter,
Gulf will vote all Quaker Houghton shares consistent with the recommendations of the Board for each director
nominee as reflected in each proxy statement of the Company, including in support of any Quaker Houghton
directors nominated for election or re-election to the Board (except as would conflict with Gulf’s rights to
designees on the Board) and Gulf will not, without obtaining the prior written consent of the Board, vote with,
tender into or publicly support any hostile takeover activity or tender offer targeting Quaker Houghton and not
supported by a majority of the Board or Quaker Houghton’s independent directors. Notwithstanding this, the
interests of Gulf may conflict with our interests or the interests of our other shareholders, though we are not
aware of any such existing conflicts of interest at this time.

Our business depends on attracting and retaining qualified management and other key personnel.

Due to the specialized and technical nature of our business, our future performance is dependent on our
ability to attract, develop and retain qualified management, commercial, technical, and other key personnel.
Competition for such personnel is intense, and we may be unable to continue to attract or retain such personnel.
In an effort to mitigate such risks, the Company utilizes retention bonuses, offers competitive pay and maintains
continuous succession planning, but there can be no assurance that these mitigating factors will be adequate to
attract or retain qualified management or other key personnel. In addition, no assurance can be given that after
the Combination, Quaker Houghton will continue to be able to attract or retain key management personnel and
other key employees to the same extent that Quaker and Houghton had previously been able to attract or retain
their own employees. Failure to retain key employees could diminish the benefits of the Combination and subject
the Company to integration risks, which could have an adverse effect on our operations.

We are subject to stringent labor and employment laws in certain jurisdictions in which we operate, and our
relationship with our employees could deteriorate, which could adversely impact our operations.

A majority of our full-time employees are employed outside the U.S. In certain jurisdictions where we
operate, labor and employment laws grant significant job protection to certain employees, including rights on
termination of employment. In addition, in certain countries where we operate, our employees are members of
unions or are represented by works councils. We are often required to consult with and seek the consent or advice
of these unions and/or works councils. These regulations and laws, coupled with the requirement to seek consent
or consult with the relevant unions or works councils, could have a significant impact on our flexibility in
managing costs and responding to market changes.

Failure to comply with any material provision of our New Credit Facility or other debt agreements could have
a material adverse effect on our liquidity, financial position and results of operations.

We significantly increased our level of indebtedness upon closing of the Combination and execution of the
New Credit Facility (defined in Item 7 of this Report) which requires the Company to comply with certain
provisions and covenants, and, while we do not currently anticipate the New Credit Facility provisions and
covenants to be overly restrictive, they could become more difficult to comply with as business or financial
conditions change. We will also be subject to interest rate risk due to the variable interest rates within the New
Credit Facility and, if interest rates rise significantly, these interest costs could increase as well.

Our New Credit Facility contains covenants that impose certain restrictions, including limitations on
investments, acquisitions and liens, as well as default provisions customary for facilities of its type. The New
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Credit Facility contains affirmative and negative covenants, financial covenants and events of default that are
customary for agreements of this nature, including without limitation restrictions on (a) the incurrence of
additional indebtedness by the Company or certain of its subsidiaries, (b) investments in and acquisitions of other
businesses, lines of business and divisions by the Company or certain of its subsidiaries, (c) the making of
dividends or capital stock purchases by the Company or certain of its subsidiaries and (d) dispositions of assets
by the Company or certain of its subsidiaries. Dividends and share repurchases are permitted in annual amounts
not exceeding the greater of $50 million annually and 20% of consolidated EBITDA (earnings before interest,
taxes, depreciation and amortization) if there is no default under the New Credit Facility and also certain other
amounts if the net leverage ratio is less than 2.0 to 1.0. Financial covenants contained in the New Credit Facility
include a consolidated interest coverage test and a consolidated net leverage test. Customary events of default in
the New Credit Facility include without limitation defaults for non-payment, breach of representations and
warranties, non-performance of covenants, cross-defaults, insolvency, and a change of control of the Company in
certain circumstances. If we are unable to comply with the financial and other provisions of the New Credit
Facility, we could become in default. The occurrence of an event of default under the New Credit Facility could
result in all loans and other obligations becoming immediately due and payable and the facility being terminated.
In addition, deterioration in the Company’s results of operations or financial position could significantly increase
borrowing costs.

Changes to the LIBOR calculation method or the replacement of LIBOR may have adverse consequences for
the Company that cannot yet reasonably be predicted.

The Company’s New Credit Facility permits interest on swing line loans to be calculated based on
LIBOR. The LIBOR benchmark has been subject of national, international, and other regulatory guidance and
proposals for reform. On July 27, 2017, the U.K. Financial Conduct Authority announced that it will no longer
require banks to submit rates for the calculation of LIBOR after 2021. The expected discontinuation of LIBOR
after 2021 and the transition away from LIBOR presents various risks and challenges, including with respect to
our borrowings and hedging arrangements that rely on the LIBOR benchmark. Further, the overall financial
market may be disrupted as a result of the phase-out or replacement of LIBOR. Various parties are working on
industry wide and company specific transition plans as it relates to derivatives and cash markets exposed to
LIBOR. The U.S. Federal Reserve, in conjunction with the Alternative Reference Rates Committee, a steering
committee comprised of large U.S. financial institutions, is considering replacing LIBOR with the Secured
Overnight Financing Rate (“SOFR”), a new index calculated by short-term repurchase agreements, backed by
Treasury securities. At this time, the future of LIBOR remains uncertain. It is not possible to predict whether
SOFR will attain market traction as a LIBOR replacement or to predict any other reforms to LIBOR that may be
enacted in the U.K. or elsewhere. The potential effect of the phase-out or replacement of LIBOR on the
Company’s financial position or results of operations cannot yet be predicted.

We have identified material weaknesses in our internal control over financial reporting that could, if not
remediated, result in material misstatements in our financial statements and in the inability of our
independent registered public accounting firm to provide an unqualified audit opinion, which could have a
material adverse effect on us.

As a public company, we are required to comply with the SEC’s rules implementing Sections 302 and 404
of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, which require management to certify financial
and other information in our quarterly and annual reports and provide an annual management report on the
effectiveness of controls over financial reporting.

As discussed in Part II, Item 9A, of this Report, during the course of preparing our audited financial
statements for this Report, we, in conjunction with our independent registered public accounting firm, identified
certain material weaknesses as of December 31, 2019. A material weakness is a deficiency, or combination of
deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of annual or interim financial statements will not be prevented or detected on a timely basis.
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Through the process of evaluating risks and corresponding changes to the design of existing or the
implementation of new controls in light of the significant non-recurring transactions that occurred during 2019,
including the Combination, we have identified certain deficiencies in our application of the principles associated
with the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in
Internal Control—Integrated Framework (2013) that management has concluded in the aggregate constitute a
material weakness. We did not effectively design and maintain controls in response to the risks of material
misstatement. Specifically, changes to existing controls or the implementation of new controls have not been
sufficient to respond to changes to the risks of material misstatement to financial reporting. As a result of this
deficiency in design and implementation of an effective risk assessment, this material weakness contributed to
certain control deficiencies that management has concluded result in the following additional material
weaknesses: (i) we did not design and maintain effective controls over the review of pricing, quantity and
customer data to verify that revenue recognized at certain smaller locations was complete and accurate, and (ii)
we did not design and maintain effective controls over the reliability of data used to support the reasonableness
of certain assumptions in the accounting for business combinations. As a result of these material weaknesses,
management determined that both our disclosure controls and procedures and internal control over financial
reporting were not effective as of December 31, 2019 and our independent registered public accounting firm has
likewise issued an opinion indicating that we have not maintained effective internal control over financial
reporting as of December 31, 2019. Notwithstanding these material weaknesses, the Company has concluded that
these control deficiencies did not result in a misstatement to the related balances and disclosures for the year
ended December 31, 2019. However, these control deficiencies could have resulted in misstatements of interim
or annual consolidated financial statements and disclosures that could have resulted in a material misstatement
that would not be prevented or detected. In light of the material weaknesses identified, we have performed
additional analysis and procedures to ensure that our consolidated financial statements presented in this Report
were prepared in accordance with GAAP and fairly reflected our financial position and results of operations as of
and for the year ended December 31, 2019.

Management has begun the process of evaluating the material weaknesses and developing its full remediation
plan. Until the remediation plan is implemented, tested and deemed effective we cannot assure you that our actions
will adequately remediate the material weaknesses or that additional material weaknesses in our internal controls
will not be identified in the future. Any failure to identify and correct material weaknesses in a timely manner could
have a material adverse effect on the financial condition of the Company.

Our management, including our chief executive officer and chief financial officer, does not expect that our
internal control over financial reporting will prevent all errors and all fraud. A control system, no matter how
well designed and operated, can provide only reasonable, not absolute, assurance that the control system’s
objectives will be met. Further, the design of a control system must reflect the fact that there are resource
constraints, and the benefits of controls must be considered relative to their costs. Controls can be circumvented
by the individual acts of some persons, by collusion of two or more people, or by management override of the
controls. Over time, controls may become inadequate because of changes in circumstances or deterioration in the
degree of compliance with policies or procedures may occur. Because of the inherent limitations in a cost-
effective control system, misstatements due to error or fraud may occur and may not be detected.

Disruption of critical information systems or material breaches in the security of our systems could adversely
affect our business and our customer relationships, and subject us to fines or other regulatory actions.

We rely on information technology systems to process, transmit, and store electronic information in our
day-to-day operations. We also rely on our technology infrastructure, among other functions, to interact with
customers and suppliers, fulfill orders and bill, collect and make payments, ship products, provide support to
customers, fulfill contractual obligations and otherwise conduct business. Our information technology systems
are subject to potential disruptions, including significant network or power outages, cyberattacks, computer
viruses, other malicious codes, and/or unauthorized access attempts, any of which, if successful, could result in
data leaks or otherwise compromise our confidential or proprietary information and disrupt our operations.
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Cybersecurity incidents, such as these, are becoming more sophisticated and frequent, and there can be no
assurance that our protective measures will prevent security breaches that could have a significant impact on our
business, reputation and financial results. In addition, security breaches could result in unauthorized disclosure of
confidential information or personal data belonging to our employees, partners, customers or suppliers. We are
subject to the data privacy and protection laws and regulations adopted by federal, state and foreign legislatures
and governmental agencies in various countries in which we operate, including the EU General Data Protection
Regulation. Therefore, a failure to monitor, maintain or protect our information technology systems and data
integrity effectively or to anticipate, plan for and recover from significant disruptions to these systems could have
a material adverse effect on our business, results of operations or financial condition.

Terrorist attacks, other acts of violence or war, natural disasters, widespread public health crises or other
uncommon global events may affect the markets in which we operate and our profitability, which could
adversely affect our liquidity, financial position and results of operations.

Terrorist attacks, other acts of violence or war, natural disasters, widespread public health crises, including
the recent spread of coronavirus, or other uncommon global events may negatively affect our operations. There
can be no assurance that there will not be terrorist attacks against the U.S. or other locations where we do
business. Also, other uncommon global events such as earthquakes, hurricanes, fires and tsunamis cannot be
predicted. Terrorist attacks, other acts of violence or armed conflicts, and natural disasters may directly impact
our physical facilities and/or those of our suppliers or customers. Additional terrorist attacks or natural disasters
may disrupt the global insurance and reinsurance industries with the result that we may not be able to obtain
insurance at historical terms and levels, if at all, for all of our facilities. Widespread public health crises could
also disrupt operations of the Company, its suppliers and customers which could have a material adverse impact
on our results of operations. Beginning in early 2020, there has been an outbreak of coronavirus (COVID-19),
initially in China and which has spread to other jurisdictions, including locations where the Company does
business. The full extent of the outbreak, related business and travel restrictions and changes to behavior intended
to reduce its spread are uncertain as of the date of the Report as this continues to evolve globally. Therefore, the
full extent to which coronavirus may impact the Company’s results of operations, liquidity or financial position
is uncertain. This outbreak has already had a material disruption on the operations of the Company and its
suppliers and customers. Management continues to monitor the impact that the COVID-19 pandemic is having
on the Company, the specialty chemical industry and the economies in which the Company operates. The
Company anticipates that its future results of operations, including the results for 2020, will be materially
impacted by the coronavirus outbreak, but at this time does not currently expect that the impact from the
coronavirus outbreak will have a material effect on the Company’s liquidity or financial position. However,
given the speed and frequency of continuously evolving developments with respect to this pandemic, the
Company cannot reasonably estimate the magnitude of the impact to its results of operations, and, if the outbreak
continues on its current trajectory, such impacts could grow and become material to its liquidity or financial
position. To the extent that the Company’s customers and suppliers continue to be materially and adversely
impacted by the coronavirus outbreak this could reduce the availability, or result in delays, of materials or
supplies to or from the Company, which in turn could materially interrupt the Company’s business operations.
The consequences of terrorist attacks, other acts of violence or armed conflicts, natural disasters, widespread
public health crises or other uncommon global events can be unpredictable, and we may not be able to foresee or
effectively plan for these events, resulting in a material adverse effect on our business, results of operations or
financial condition.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Quaker Houghton’s corporate headquarters and a laboratory facility are located in its America segment’s
Conshohocken, Pennsylvania location. The Company’s other principal facilities in its America’s segment are
located in Detroit, Michigan; Middletown, Ohio; Dayton, Ohio; Strongsville, Ohio; Carrollton, Georgia;
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Waterloo, Ontario; Monterrey, N.L., Mexico; Rio de Janeiro, Brazil and Sao Paulo, Brazil. The Company’s
EMEA segment has principal facilities in Uithoorn, The Netherlands; Manchester, U.K.; Dortmund, Germany;
Barcelona, Spain; Navarra, Spain; Rouen, France; Karlshamn, Sweden; Tradate, Italy; and Turin, Italy. The
Company’s Asia/Pacific segment operates out of its principal facilities located in Qingpu, China; Songjiang,
China; Kolkata, India; Rayong, Thailand; Sydney, Australia; and Moorabbin, Australia. The Company’s Global
Specialty Businesses segment operates out of its principal facilities in Aurora, Illinois; Santa Fe Springs,
California; Batavia, New York; and Coventry, U.K.. With the exception of the Conshohocken, Santa Fe Springs,
Aurora, Karlshamn, Rayong, Coventry, and Sydney sites, which are leased, the remaining principal facilities are
owned by the Company and, as of December 31, 2019, were mortgage free. Quaker Houghton also leases sales,
laboratory, manufacturing, and warehouse facilities in other locations.

Quaker Houghton’s principal facilities (excluding Conshohocken) consist of various manufacturing,
administrative, warehouse, and laboratory buildings. Substantially all of the buildings (including Conshohocken) are
of fire-resistant construction and are equipped with sprinkler systems. The Company has a program to identify
needed capital improvements that are implemented as management considers necessary or desirable. Most locations
have raw material storage tanks, ranging from 1 to 100 at each location with capacities ranging from 1,000 to
82,000 gallons, and processing or manufacturing vessels ranging in capacity from 8 to 19,000 gallons.

Each of Quaker’s non-U.S. associated companies (in which it owns a 50% or less interest and has significant
influence) owns or leases a plant and/or sales facilities in various locations, with the exception of Primex, Ltd.

Item 3. Legal Proceedings.

The Company is a party to proceedings, cases, and requests for information from, and negotiations with,
various claimants and Federal and state agencies relating to various matters, including environmental matters.
For information concerning pending asbestos-related litigation against an inactive subsidiary, certain
environmental non-capital remediation costs and other legal-related matters, reference is made to Note 26 of
Notes to Consolidated Financial Statements, included in Item 8 of this Report, which is incorporated herein by
this reference. The Company is a party to other litigation which management currently believes will not have a
material adverse effect on the 