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UNITED STATES
SECURITIES AND EXCHANGE COMMISSTON
Washington, 1C, 20549 '

FORM 10-Q

M QUARTERLY REPORT PURSUANT TQ SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT QF 1934
For the quarterly period ended JUNE 30, 2016
or '
{0 TRANSITION REPORT PIRSUANT TQ SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 1-3433

THE DOW CHEMICAL COMPANY

(Exact name of registrant as specified in its charter)

Delaware : 38-1285128

(State or other jurisdiction of (LR.S. Emplayer Identification No.)
incorporalion or organization)

2030 DOW CENTER, MIDLAND, MICHIGAN 48674
(Address of principal exccutive offices) (Zip Code)

Registrant’s telephone number, including area code: 989-636-1000

Tndicate by check mark whether the registrant (1) has fifed all reports required to be filed by Section I3 or 15(d) of the Securities Exchange Actof
1934 during the preceding 12 months (or far such shorter period that the registrant was required to file such reports), and (2) has been subject to

such filing requirements for the past 90 days.
Yes O No

Indicate by check mark whether the registrant has submitted electronically and posted on its corperate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant 10 Rule405 of Regulation ST (§232.405-of this chapter) during the preceding 12 months (or for such
shorter period that the registrant was required to submit and post such files).

' A Yes [ No

Indicate by check mark whether the registrant is a Jarge aceelerated filer, an accelerated filer, a non-accelcrated filer, or a smaller reporting company.
Sce the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company™ i Rufe 126-2 of the Exchange Act.

Large accelerated fifer Accelerated filer [J
Non-accelerated filer O ) Smaller reparting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
O Yesl No
Quitstanding af
Class June 30,2016

Commion Stock, par value $2.50 per share 1,126,830,305 shares
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Rocky Flats Matter ) :
The Company and Rockwell [nternational Corporation (“Rockwell") (collectively, the "defendants”) were defendants in a class action fawsuit filed
in 1990 on behall of property owners ("plaintiffs”) in Rocky Flats, Colorado, who asserted claims for nuisance and trespass based on alleged

property damage caused by plutonium releases from a nuelear weapons facility owned by the U.S. Department of Energy ("DOR") (the "facility*).
Dow and Rockwell were both DOE contractors that operated the facility - Dow from 1952 to 1975 and Rackwell from 1975 to 1989, The facility was

permanently shut down in {989,

Inn 1993, the United States District Coutt for the District of Colorado ("District Court") certified the class of property owners. The plaintiffs tried their
case as a public lability action under the Price Anderson Act ("PAA"). In 2005, the jwiy returned 8 damages verdic( of $926 million. Dow and
Rockweli appealed the jury award to the U.S. Tenth Circuit Court of Appeals ("Court of Appeals®) which concfuded the PAA had its own injury
requirements, on which the jury had not been instructed, and also vacated the District Caurt's class certification ruling, reversed and remanded the
case, and vacated the District Courl's judgment (Cook v, Rockwell Inf'l Corp., 618 F.3d 1127, 1133 (10th Cir. 2010)). The plaintiffs argued on
remand to the District Court that ¢hey were entitied (o reinstate the judgment as a state law nuisance claim, independent of the PAA, The District
Court rejected that argument and entered judgment in favar of the defendants (Cook v. Rockwell Intt Corp, 13 F. Supp, 3d 1153 (D. Colo. 2014)).
The plaintifts appenled to the Court ol Appeals, which reversed the District Court's ruling, holding that the PAA did not preempl the plaintifls'
nuisance claim under Colorado faw and tiat the plaintiffs could seck reinslatement of the prior auisance verdict under Colorado law, and remanded
for additional procecdings, including consideration of whether the District Couct could recertify the class {Cook v, Rockwell Int't Corp., 790 F.3d

1088 (10th Cir. 2015)).

Dow and Roekwell continued to litigate this matter in the Distriet Court and in the United States Supreme Court. On May 18, 2016, Dow, Rockwell
and the plaintiffs entered inlo a settiement agreement for $375 million, of which $133 million will be paid by Dow and $244 million will be paid by
Rockwell. The DOE autharized the seltlement pussuant to the PAA and the nuclear hazards indennity provisions contained in Daw and Rackwetf's
contracts. As a result, the Company expects to be fully indemnified by the DOE for the setttement amount. At June 30, 2016, the Company had &
liability of $130 miltion velated to this matler, ineluded in "Other noncurrent abligations™ in the consolidated balance sheets and expects to make the
settlement payment to the plaintiffs no later than July 28, 2017. The Company also vecorded a roccivable ol $131 million related to this mater,
included in "Noncurrent receivables® in the consolidated balance sheets, and expeets Lo receive its indemnification payment in 20(7.

Dow Corning Chapter 11 Related Matters

Tniroduction.

In 1995, Daw Corning, then a $0:50 joint venture between Dow and Carning Incorporaied, voluntarily filed for pratection under Chapter {1 of the
U.S. Bankruptey Code in order to resalve Dow Corning’s breast implant fiabilities and refated matters (the “Chapter 11 Proceeding”). Dow Corning
emerged from the Chapter 11 Proceeding on June 1, 2004 (the “Effective Date™) and is impiementing the Joint Plan of Reorganization (the “Plan”).
"The Plan pravides funding for the resolution of breast implant and other produets liability liligation covered by the Chapter-11 Proceeding and
provides a process for (hie satistaction of commescial creditor claims i the Chapier 11 Proceeding. As of June 1, 2016, Dow Caining becaine a
wholly owned subsidiary of Dow.

Breast Implant and Other Products Liabtlity Claims

The centerpicec of the Plan is a products liability setifement program adiministered by an independent elaims office (the “Settlement Facility”).
Produets Hability ctaimants rejecting the settiement program in favor of pursuing litigation must bring suif againsia liligation facility (the “Litigation
Facility™). Under the Plan, total payments committed by DDow Coming fo resolving products fiability claims are capped at a maximum $2,350 million
net present valne ("NPV”) determined as of the Effective Date using a discount rate of seven percent (approximately $3,600 million undiscounted at
June 30, 2016). OF this amotmt, ro more than $400 miflion NPV determined as of the Effective Date ean be used to fund the Litigation Facility.

Dow Corning has an obligation to fund the Settlement Racility and the Litigation Facility over 4 16-year period, commencing at the Effective Date.
Under the Plan, Dow Corning is not required to remit additional funds to the Selflemenl Faeility unless and until necessary to preserve liquidity, As
of June 30, 2016, Dow Corning and its insurers have made-fife-to-date payments of $1,762 million to the Seftlement Facility and the Settlement
Facitity reparted an wnexpended balance of $1 58 million. |

The Company had a liability recorded for breast implant and other product tiability claims (“Timplant Liability”) of $290 million at June 30, 2016, which
was recognized as part of the ownership restructure of Dow Corning on June {, 2016, and is included {n "Other noncurrent abligations™ in the
consoliduted balance sheets. The fmplani Liability, which was delermined in accordance with ASC 450 "Acconnting for Coniingencies,” recognized
the eslimated impact of the settlement of future claims primarily based on reported claim filing levels in the Revised Settlement Program (the "RSPY).
The, RSP was a program spansored by certain other breast implant manufaciurers in the context of nlti-distrigt, coordinnted federal brease implani
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cases and was open from 1993 through 2010, The RSP was also a revised suecessor to an earlicr scitlement plan involving Dow Corning (prior to its
hankruptey filing). While Dow Corning withdrew from the RSP, many of the benefit categorics and payment fevels in Dow Corning’s settlement
program were drawn from the RSP. Based on the comparabitity in design and aclual claim expericnce of both plans, management concluded that
claim information from the RSP pravides a reasonable basis to estimate future claim filing levels for the Seitlement Facility. With the assistance of a
third-party advisor, Dow Corning developed an estimate of the future Setllement Facility liability, primarily based on the assumption that future
claim fitings in the remaining periods of the Seitlement Racility will be similar to claim filing trends observed in the RSP,

Daw Corning is not aware of circumstances that would change the faclars used in estimating the linbility and believes the recorded liabilily reflecis
the best estimate of the remaining funding obligations under the Plan; however, the estimate rclies upon a number of significant assumptions,
including: .

' Future claim filing levels in the Settlement Facility will be simnilar to the RSP;

. Fulure acceptance rates, disease mix, and payment values will be materially consistent with historieal expericnee;
. No material negative outcomes in future controversies or disputes over Plan interpretation will occur; and

* The Plan will not be modified.

Il actual outcomes related (o any of these assumiptions prove to be materially different, the future liability to fund the Flan may be materially
different than the amount estimated. 1f Dow Corming was ultimately required o fund the full liability up to the maximum capped value, the liability
would be $1,812 million at June 30,2016, .

Cammercial Creditor Issues .
The Plan provides that each of Dow Corning’s commercial creditors (the “Commercial Creditors™) wowld receive in cash the sum of (a) an amount
equal to the principal amoun( of their claims and (b) interest on such claims, The actual amount of interest that will ultimately be paid to these
Commercial Creditars (s uneertain due to pending litigation between Dow Corning and the Commereial Creditors regarding the appropriate inferest
rates to be applicd to oustanding obligations from the 1995 bankruptey filing date thraugh the Effective Date, as well as the presence of any

recoverable fces, costs, and expenses.

11 2006, the U.S. Court of Appeals for the Sixth Circuit concluded that there is a general presumption {hat contractually specified default interest
should be paid by a solvent debtar to nnsecured creditors (the “Interest Rate Presymiption”) and permitting Dow Corning’s Commercial Cyeditors (0
recover fees, costs, and expenses where allowed by relevant foan agrecments and state law. The matter was remanded (o the U.S, District Court for
the Eastern Distriet of Michigan ("District Court") for further proceedings, including rulings on the facts surrounding specific claims and
consideration of any equitahie factors that would preclude the application of the Interest Rate Presumplion.

Upon the Plan becoming effective, Dow Coming paid approximately 81,500 million to the Conmnercial Creditors, representing principal and an
amount of imerest that Dow Corning considers undisputed. At June 30,2016, Dow Corning has estimated its remaining liability to the Commercial
Creditors 1o be within a range of $105 million to $347 million. However, no single amount within the range appears to be a better estimate than any
other amount within the range. Therefore, Dow Corning recorded the minimuim liability within the range. At June 30, 2016, the lability refated to
Dow Corning's potential obligation (o pay additional interest to its Cormmircial Creditors in the Chapter 11 Proceeding was $105 miliion and
included in "Accrued and other current obligations" in the consolidated balance sheets. The actual amount of interest that will be paid 1o these
creditors is uncertain and will uitimately be resolved through continued proceedings in the District Caurt,

Indeninifications

In conneetion with the DCC Transaclion discussed in Notc 4, the Company is indemnified for 50 pereent of future losses associated with cerlain
pre-closing liabilitics, ineluding the Tmplant Liability and Commcreial Creditors matlers described above, subject to certain conditions and limits.
The maximum amount of indemnified losses which may be recovered are subject to a eap that declines over time. Indemnified [osses are capped at
(1) $1.5 bitlion until May 31, 2018, (2) $1 biltion between May 31, 2018 and May 31, 2023, and (3) no recoveries are penmitted after May 31, 2023, No
indemnification assels were recorded at June 30, 2016.

Sumuary '
The nctual amount of Dow Corning’s future liabilities (o resolve Chapter {{ relfated matters and future recoveries under relaled indemnification
provisions are uncertain. As additional facts and circumstances develop velated fo Chapter |1 matters, it is at least reasonably possible (hat
estimales vecorded by Dow Corning may be revised, Fulure revisions, il required, could bave a material cffect on lhe Company s finaneisl position
and results of operations in the period or periods in which such revisions are recarded. Since any specilic future developments, and the impact
such developments might have on amounis recovded in
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the Company's eonsclidated financial statements, are unknown at this time, an estimate of possible future adjustments cannot be made.

1t is the opinion of Dow's management that it is reasonably possible that the cost of Dow Corning disposing of its Chapter 11 liabilitics could have
a material impaet on the Company's results of operations and cash flows for a particular period and on the consolidated financial position of the
Company,

Qther Litlgation Matters

In addition to the specific matiers described above, the Company is patly to a number of ofber claims and fawsuils arising out of the normal course
of business with respect to product liability, patent infringement, governmental regulation, contract and commercial liligation, and other actions.
Certain of these actions purport ta be class actions and seek damages in véry large amounts. All such clatms are being contested. Dow has an -
aclive risk management program consisting of numerous insurance policies secured from many carriers at various times. These policics may provide
caverage that could be utilized to minimize the financial impact, if any, of certain contingencies described above. It is the opinion of the Company's
management dhat the possibility is remote that the aggregate of a1l such other claims and lawsuits will have a material adverse impact on the resulls
of aperations, (inancial condition and cash flows of the Company. :

Purchase Commitients .
A summmy of the Campany's purchase commitments can be found in Note 15 to the Consolidated Pinancial Statements included in the Company's

Annual Report on Form 10-K for the year ended December 31, 2015, There have been no material changes to the purchase commitments since
Decembier 31, 2015,

Guarasutees .

The following tables provide a summary of the final expiration, maximum future payments and recorded liability reflected in the consolidated
balance sheets for cach type of guarantes:

Guavantees al June 30, 2016 Final Maximun Future Recorded
I millions Expiration Payienis Liability
Guaraniees 2021 % 4888 § 85
Residual value guarantees 2028 914 114
Total guarantees $ 5802 § 199
Guarantees at Decemibrer 31, 2018 Final Maximung Futue Recorded
Tn milliong Expiration Payments Liability
Guaraniees 2021 § 4910 § 102
Residual value guarantees 2025 912 17

$ 582 $ 219

Total gnarantees

Guaran teey . .
Guarantees arise during the ordinary course of business tfiom retationships with customers and noncansolidated affitiates when the Company

undertakes an obligation to giarantee the performance of others (via delivery of cash or other assets) if speciticd tripgering events ocevr. With
guarantees, such s commercial o financial contracts, non-performance by the guaranteed party-iriggers the obligation of the Company lo make
payments to the beneficiary of the guaraniee. The majority of the Company’s guarantecs relate 1o debt of nonconsolidated affiliates, which have
expiration dates ranging from less than one year to five years, and trade finaneing transactions in Latin America, which typically expire within one
year of inception. The Company's current expectation is that future payment or performance related to the nen-performance of others is cansidered

unlikely.

The Company has entéred into guarantee agreements {"Guaranices™) related to project financing for Sadara, a noncensolidated affilinte, The total
of an [slamic bond and additional project financing (collectively “Totat Project Financing™) obtained by Sadara is approximately $12.5 billion. Sadara
had $172.1 bifllion of Totat Project Finaneing outstanding at June 30, 2016 ($11.9 billion at December 31, 2015). The Company's guaraniee of the Total
Project Financing fs fn proportion to the Coinpany's 35 percent ownership interest in Sadara, or upt to approximaiely $4.4 billion when the projest
financing is fully drawn, The Guarantees will be released upan completion of coustruction of the Sadara complex and sa(isfactory fulfillment of
certain other conditions, including passage of an extensive aperational testing program, which is currently anticipated by the end of 2017,
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