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Introduction

The Necessity of a Key Employee Incentive Arrangement

s  The UCC and its advisors agree with the need for a Key Employee Incentive Plan (*KEIP”)
for certain key employees of Tronox

»  Similar to the Company, we seek to maximize value for all parties in interest and reward
essential employees if critical goals are satisfied

= e believe that a sale of the business may not be the best course of action at this time and
we are opposed to any incentive plan tied exclusively to asset sales until all alternatives to a
sale process have been fully explored and vetted

s \We propose a KEIP that provides two potential paths to incentives for management

—  Profitability-based
e Short-term - cash payments tied exclusively to 2009 profitability (EBITDAR)

o Long-term - to the extent the Company emerges from bankruptcy as a standalone
entity, additional consideration in the form of equity in the reorganized company
would be provided to those participating in the plan [Amounts TBD]

—  Sale of Assets-based - dependent on proceeds received in a sale of the assets of
Tronox

o ‘“Assets” shall include the Company’s pigment operations and the electrolytic
operations

= Management would be paid under the KEIP based on only one of the two potential paths,
depending on whether the Assets are sold or if Tronox should emerge as a standalone entity
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KEIP Overview

s The UCC and its advisors would include the same participants in the KEIP as the Company
has proposed

= Additionally, the UCC would suggest an allocation from the potential incentive pool of
[REDACTED]% for additional sales and management personnel deemed to be essential by
sehior management

% Allocation of
Title Incumbent Incentive Pool

Chairman and Chief Executive Officer Dennis Wanlass

VP, General Counsel & Secretary Michael J. Foster

VP, Sales and Marketing John D. Romano REDACTED
VP, Human Resources & Corporate Affairs Robert C. Gibney [ ]
Additional Participants TBD NA
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Profitability-Based Plan

Incentive Pool

The UCC'’s proposed s To be based on projected 2009 EBITDAR of ${REDACTED], adjusted for certain items such
KEIP would be as foreign currency exchange rates to diminish the impact of certain factors beyond the
structured such that control of the Company (to be discussed with management)

participants would be

eligible to receive = The total potential incentive pool shall be calculated as follows:

incentive payments
upon meeting certain
metrics of profitability

a. Ifactual 2009 Adjusted EBITDAR is 7.5% or more below plan (the “Profitability
Incentive Threshold”), the incentive pool shall be $0

(EBITDAR) b. If actual 2009 Adjusted EBITDAR is between the Profitability Incentive Threshold and
exceed the plan by 2.5%, the incentive pool shall be equal to a percentage of

The incentive pool would $[REDACTED] that equals the proportion by which the actual 2009 Adjusted EBITDAR

increase as the exceeds the Incentive Threshold

Company exceeds its

) c. Ifthe actual 2009 Adjusted EBITDAR is between exceeding the plan by 2.5% and
current business plan

exceeding the plan by 12.5%, the incentive pool shall be equal to the amount calculated
in subparagraph (b) plus the percentage of ${REDACTED] that equals the proporticn
by which the 2009 Adjusted EBITDAR exceeds the plan

= Any asset sales will result in EBITDAR targets being reduced on a pro-rata basis based on
the EBITDAR related to the underlying asset sold

»  To the extent the Company emerges from bankruptcy as a standalone entity, additional
consideration in the form of equity in the reorganized company would be provided to those
participating in the plan [actual amounts TBD in the context of a plan of reorganization]
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Sale of Assets Plan

Incentive Pool

The UCC would also s The incentive pool for a sale of the Assets shall be calculated as follows:

providﬁ incelnti\;e?] based a. Ifthe Sales Proceeds are less than or equal to ${REDACTED] ("Asset Sale Incentive
upon the sale of the assets Threshold"), the incentive pool shall be $0;

of Tronox

b. Ifthe Sales Proceeds are greater than the Asset Sale Incentive Threshold but less than
The Incentive Pool will or equal to ${REDACTEDY], the incentive pool shall be equal to [REDACTED]% of the
increase as the proceeds amount by which such Sales Proceeds exceed the Incentive Threshold;
from the sale of the Assets c. Ifthe Sales Proceeds are greater than ${REDACTED], the incentive pool shall be equal
(“Sales Proceeds”) to the amount calculated in subparagraph (b) plus [REDACTED]% of the amount by

which such Sales Proceeds exceed ${REDACTED]
s There would be no additional incentive based on the timing of the closing of a sale of assets

s Under the sale plan, the KEIP may provide for partial incentive payments in the event a
portion of the Assets is sold based on an allocation of a portion of the $jREDACTED] Asset
Sale Incentive Threshold to be assigned to each of the Company’s underlying assets
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Incentive Payments

Potential Incentive Pool Comparison
(% actuals)

n  The following illustrates potential cash payments to participants based on potential
EBITDAR results as compared to the Company’s business plan

Title Allpcation % -T.5% -5.0% -2 5% 0.0% 25% 50% T.5% 10.0% 125%
Chairman & CEQ ' ' ' ' ' '

VP, General Counsel

WP, Salkes & Markating [REDACTED]

VP, HR & Core. Affairs
Additional Participants TED
Total Incentive Payments

»  The following illustrates potential cash payments to participants based on potential
asset sale values

] Incentive Paymenis at Corresponding Levels of Sales Proceeds
Title
Chairman & CEQ
VP, General Counsel [REDACTED]

WP, Sales & Marksting

VP, HR & Core. Affairs

Additional Pasticipants TED
Total Incentive Payments




Timing of Incentive Payments

m  Profitability-based Plan

- 50% of payments will be paid within 10 days of the 2009 Audit confirming results
. UCC would be open to a mechanism that partially pays participants following
confirmation of results through Q2 and Q3 2009
» Chairman & CEO would not be eligible for such payments following confirmation of
results through Q2 and Q3 2009 and, therefore, will only be paid within 10 days of
the 2009 audit confirming results

- Remaining 50% to be paid upon consummation of a plan of reorganization
. Would consider a portion being paid to participants earlier upon filing or approval of a
disclosure statement describing the standalone plan
»> Chairman & CEO would not be eligible for payments earlier upon filing or approval
of a disclosure statement describing the standalone plan and, therefore, will only
be paid upon consummation of a plan of reorganization

m  Sale of Assets Plan

- If an incentive payment is earned by a participant, such payment will be made seven days
following the closing of the sale of the related Assets

- To be eligible to receive any payments participants must be employed either by Tronox or a
business sold by Tronox on the payment date

- To the extent (i) participants received payments under the profitability-based plan and the
Company is sold, such payments would be credited against payments calculated under the sale
of assets plan; or (ii) participants received payments under the sale of assets plan and the
Company exits Chapter 11 under a plan of reorganization, such payments would be credited
against payments calculated under the profitability-based plan





