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LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

DIRECTOR’S REPORT

The director presents his annual report on the affairs of the company, together with the financial statements for the
year ended 31 December 2009

PRINCIPAL ACTIVITY

The pnincipal actuvity of the company dunng the year was the manufacture of speciahity chemicals under a toll
processing agreement with Lubnzol Advance Matenals Europe BVBA

This director’s repont has been prepared in accordance with the provisions applicable to companies entitled to the
small companies’ exemption

PRINCIPAL RISKS AND UNCERTAINTIES

The director considers the following nsks to be the most matertal or sigrificant for the management of the business
These 1ssues do not purport to be a complete list or explanation of all nsk factors facing the Company In particular
the Company’s performance may be affected by changes in the market and/or economic conditions and changes
legal, regulatory or tax requirement legislation Additional risks and uncertainties not presently known by the
Company or that the Company currently deems immatenal may aiso impact the business

Finaneial risk management objectives and policies

The Company’s activines expose 1t to a number of financial rnisks including, credit nsk and cash flow nsk The use
of financial denvatives 1s governed by the Company’s policies approved by the board of directors, which provide
wrnitten pninciples on the use of financial derivatives to manage these risks The Company does not use denvative
financial instruments for speculative purposes

Cash flow nsk

The Company 1s part of a cash pooling arrangement centralised for all Lubnzol entittes m Europe at Lubrizol
Luxembourg Sarl Lubnzo! Luxembourg Sarl holds accounts in various currencies on the group’s behalf and
together with the economies of bemng part of a centralized treasury function, the group 1s able to mimnuse 1ts
exposure to the financial risks of changes in foreign currency exchange rates

Credit risk

The Company’s principal financial assets are bank balances, cash and intercompany receivables The Company's
credit nisk 15 low due to the fact that 1t does not have trade customers, the Company's activities are with other group
companies

The credit nsk on Iquid funds 1s himited because the European treasury function ensures the counterparties are
banks with tugh credit-rating assigned by intemational crecht-rating agencies

Liquidity risk
In order to mamtain hguidity to ensure that sufficient funds are available for ongoing operations and future

developments, the company uses short-term finance in the form of the intercompany cash pooling arrangement The
funding 1s managed centrally by the European treasury function

RESULTS AND DIVIDENDS

The profit for the year amounted to £118,800 (2008 loss of £139,219) The director does not recommend a
dividend 1n respect of the year ended 31 December 2009 (2008 £mil) The net assets for the year amounted to
£567,448, which 1s an increase of £118,800 from 2008




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

DIRECTOR’S REPORT (Continued)

FUTURE DEVELOMENTS

The director aims to mamntain management policies which should result 1n satisfactory results for the forthcoming
years

GOING CONCERN

After making due enquines, the Director has a reasonable expectation that the Company has adequate resources to
contiue n operational existence for the foreseeable future and for this reason, the going concemn basis continues to
be adopted in prepanng the financial statements

In reaching this conclusion the Director has considered the financial position of the Company, considering the net
current liabihty position and its funding facilines The Board has undertaken a review of the Company’s forecasts
and associated risks and sensitivities  The main activity of the Company 1s to act as a toll processor to another group
company, the Director 1s satisfied this activity wall continue, and the subsequent forecast for 2010/2011 remains
relatively consistent with 2009 results

The company 1s part of a successful group, its ultimate parent being The Lubnizol Corporation, listed on the New
York Stock Exchange The immediate parent Lubnizol Luxembourg has provided confirmation to the director to
support the company in the event that this 1s needed n the form of financial support

The Company 1s part of a European mtercompany cash pooling arrangement, the European Treasury function 1s
based in Luxembourg Short term financing needs are serviced by the cash pooling arrangement This European
Treasury function holds accounts in vanous currencies on the group’s behalf and together with the economies of
being part of a centrahzed treasury function, the group 1s able to mummuse 11s exposure to the financial rnisks of
changes n foreign currency exchange rates

After making due enquines, the Director has a reasonable expectation that the Company has adequate resources to
continue 1n operational existence for a period of no less than twelve months from the date of approval of the
financial statements and for this reason, the going concern basis continues to be adopted in prepanng the financial
statements

DIRECTOR

The director who served durning the year and subsequently was
E R Schnur




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

DIRECTOR’S REPORT (Continued)

DIRECTOR’S RESPONSIBILITIES STATEMENT

The directors are responsible for preparng the Annual Report and the financral statements in accordance with
applicable taw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1n accordance with Umted Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are sausfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that penod In prepanng these financial
statements, the directors are required to

e select suitable accounting policies and then apply them consistently,

e make judgments and accounting estimates that are reasonable and prudent, and

¢ prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other iregulanties

AUDITORS

Each of the persons who 1s a director at the date of approval of this report confirms that

(1) so far as the director 15 aware, there 1s no relevant audit information of which the company’s auditors are
unaware, and

(2) the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information

This confirmation 1s given and should be interpreted 1n accordance with the provisions of s418 of the Compames
Act 2006

Deloitte LLP have expressed their willingness to continue m office as auditors and a resolution to reappomnt them
will be proposed at the forthcoming Annuat General Meeting

Approved and signed by the Director

<

E R SCHNUR
Durector




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF LUBRIZOL
ADVANCED MATERIALS MANUFACTURING UK LIMITED

We have audited the financial statements of Lubrizol Advanced Malterials Manufacturing UK Limated for the year
ended 31 December 2009, which comprise the profit and loss account, the balance sheet and the related notes 1 to
13 The financial reporting framework that has been applied in their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditors’ report and for no other purpose To the fullest extent
permutied by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and anditors

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view  Our responsibihity
15 to audit the financial statements in accordance with apphcable law and International Standards on Audiing (UK
and Ireland) Those standards require us to comply with the Auditing Practices Board’s {(APB’s) Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opmnion on finaneial statements
In our opinion the financial statements

. gtve a true and fair view of the state of the company’s affairs as at 31 December 2009 and of 1ts profit for
the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared n accordance with the requirements of the Companies Act 2006

Opmion on other matter prescribed by the Compames Act 2006
In our opimon the information given n the Directors” Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by excepfion
We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us to report to
you if; 1n our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

. the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneratton specified by law are not made, or

. we have not received all the information and explanations we require for our audit

. the directors were not entitled to take advantage of the small companies exemption in preparing the

directors report

WY SRS SNy

Ahstair Pritchard FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
Nottingham, UK

s P\'V\%\ASJ" T 5




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2009

Note 2009 2008
Restated
£ (note 13)
£
TURNOVER 2 1,159,652 1,481,938
Cost of sales (1,038,553) (1,362,285)
GROSS PROFIT 121,099 119,653
Admunistrative expenses (3,734) 274
OPERATING PROFIT 4 117,365 119,927
Bank interest receivable 1,435 25,509
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 118,800 145,436
Tax on profit on ordinary activities 5 - (284,655)
PROFIT/LOSS) ON ORDINARY
ACTIVITIES AFTER TAXATION 10 118,800 (139,219)

There are no recognised gains or losses other than the profit of £118,800 (2008 loss of £139,219) attributable to the
shareholders for the year ended 31 December 2009 and accordingly, no statement of total recognised gamms and
losses has been prepared

All of the results derve from continuing operations

The 2008 cost of sales and admimistrative expenses have been restated, this 1s explained in more detail at note 13




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

BALANCE SHEET
31 December 2009
Note

FIXED ASSETS
Tangible assets 6
CURRENT ASSETS
Debtors 7
CREDITORS. amounts fallimg due within

one year 8

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

CAPITAL AND RESERVES

Called up share capital 9
Profit and loss account 10
TOTAL SHAREHOLDERS’ FUNDS 10

2009 2008

1,472,320 1,445,660

1,989,503 1,593,704

1,989,503 1,593,701

(2,894,375)  (2,590,713)

(904,872) (997,012)

567,448 448,648

1 1
567,447 448,647

367,448 448,648

These financial statements have been prepared 1n accordance with the provisions applhcable to companies entitled to

the small companies exemption

The financial statements of Lubnzol Advance Materials Manufacturing UK Limited, Company Registration Number

4653208, were approved and signed by the director on 3> <y “'L"Q Tele

n//——?
..?/
E R SCHNUR

Director




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

| B ACCOUNTING POLICIES

The principal accounting polictes are summansed below They have all been apphied consistently throughout
the year and the precedmg year

Accounting convention

The financizl statements are prepared under the histonical cost convention and n accordance with apphcable
United Kingdom accounting standards

After making due enqumes, the Director has a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future and for this reason, the going concemn
basis continues to be adopted o prepanng the financial statements

In reaching ts conclusion the Director has considered the financial position of the Company, considering
the net current hability posittion and 1its funding facihttes The Board has undertaken a review of the
Company’s forecasts and associated nsks and sensitivities  The main activity of the Company 1s to act as a
toll processor to another group company, the Director 15 satisfied this activity will continue, and the
subsequent forecast for 2010/20t 1 remains relatively consistent with 2009 results

The company 1s part of a successful group, 1ts ultimate parent being The Lubnzol Corporation, histed on the
New York Stock Exchange The immediate parent Lubrizol Luxembourg has provided confirmation to the
director to support the company n the event that this 1s needed in the form of financial support

The Company 1s part of a European intercompany cash poohng arrangement, the European Treasury function
15 based in Luxembourg Short term financing needs are serviced by the cash pooling arrangement This
European Treasury function holds accounts in various currencies on the group's behalf and together with the
economues of being part of a centrahized treasury function, the group 1s able to minumise 11s exposure to the
financial nisks of changes n foreign currency exchange rates

After makig due enquines, the Director has a reasonable expectation that the Company has adequate
resources to continue 1n operational existence for a period of no less than twelve months from the date of
approval of the financial statements and for this reason, the gomng concern basis continues to be adopted 1n
preparing the financial statements

Cash flow statement

The director has taken advantage of the exemption in Financial Reporting Standard No 1 (revised) from
including a cash flow statement 1n the financial statements on the grounds that the company 15 wholly owned
and 1ts parent publishes consolidated financial statements

Fixed assets
All fixed assets are imtially recorded at cost, net of any provision for impairment
Depreciation

Depreciation 1s provided on all tangible fixed assets, other than freehold land and assets under construction,
at rates calculated to wnte off the cost, less estmated residual value based on prices prevailing at the date of
acquisition of each asset evenly over 1ts expected useful hfe, as follows

Freehold property over 20 years
Plant and machmery over 8 to 14 years
Fixtures and fittings over 5 years




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

1  ACCOUNTING POLICIES (continued)

Taxation

Current tax 15 provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recogmised in respect of all uming differences that have origimnated but not reversed at the
balance sheet date where transactions or events that result 1n an obligation to pay more tax in the future or a
night to pay less tax in the future have occurred at the balance sheet date  Timng differences are differences
between the company’s taxable profits and its results as stated in the financial statements that anse from the
mclusion of gamns and losses 1n tax assessments 1 penods different from those in which they are recogmised
n the financial statements

A net deferred tax asset 15 regarded as recoverable and therefore recognised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying titming differences can be deducted

Deferred tax 15 measured at the average tax rates that are expected to apply in the penods 1n which the tming
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially
enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis

Foreign currency translation
Transactions 1n foreign currencies are recorded at the rate ruling at the date of the transaction

Monetary assets and habilites denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date

All differences are taken to the profit and loss account
Pension costs

The company operates a defined contribution pension scheme Contributions are charged in the profit and
loss account as they become payable 1n accordance with the rules of the scheme

2, TURNOVER

Tumover 1s shown net of VAT and discounts and 1s attnbutable to one principal activity, that of the
manufacture of chermicals  An analysis of turnover by geographical market 1s given below

2009 2008
4 £
Europe 1,159,652 1,481,938




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

k)

INFORMATION REGARDING DIRECTOR AND EMPLOYEES

2009 2008
Number Number
Average number of persons employed

Production staff 24 29
£ £

Staff costs during the year (including the director)
Wages and salaries 593,034 561,146
Social security costs 51,778 61,948
Pension costs 26,025 22,033
670,837 645,127

The director did not receive any remuneration for his services to this company, nor 1s he a member of the

company’s penston scheme

OPERATING PROFIT
Operating profit 15 stated after charging / (crediting)

2009 2008
£ £
Depreciation of owned fixed assets 130,802 188,930
Loss on disposal of fixed assets 3,513 9,524
Auditors remuneration — annual audit services persuant to 8,625 8,750
legislation
Loss/(gain) on foreign exchange 3,734 (274)
TAX ON PROFIT ON ORDINARY ACTIVITIES
2009 2008
£ £
Current tax
Adjustment 1n respect of prior years - (643)
Deferred tax:
Ongmation and reversal of iming differences 26 34418
Adjustment 1n respect of previous periods (26) 250,880
- 284,655

10




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

5. TAX ON PROFIT ON ORDINARY ACTIVITIES {continued)

The tax assessed on the profit on ordinary activities for the year 1s lower than the standard rate of corporation

tax m the UK of 28% (2008 28 5%) The differences are reconciled below

Profit on ordinary activities before taxation

Tax on loss on ordinary activities at standard UK corporatton tax
rate of 28% (2008 28 5%)

Effects of

Expenses not deductible for tax purposes

Capital Allowances 1n excess of depreciation

Loss on disposal of assets

Group relief

Adjustment in respect of prior years

Total current tax credit for the year

The deferred taxation assets not recogmsed 1n the financial statements 1s as follows

Tax losses available
Accelerated capital allowances

2009 2008
£ £
118,800 145,436
33,264 41,449
324 (1,801)
(34,572)  (37,748)
984 2,714
- (4,614)
- (643)
- (643)
2009 2008
£ £
228,803 228,803
171,555 204,686
400,358 433,489

A deferred tax asset has not been recogmised 1n respect of trading losses and accelerated capital allowances as
there 15 msufficient evidence that the asset will be recovered The amount of the unrecogmsed asset carned
forward 1s £1,429,851 (2008 £1,548,177) The asset would be recovered if profits were made in future from

the same trade

11




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2009

6. TANGIBLE FIXED ASSETS

Cost

At ] January 2009
Additions
Disposals
Transfers

At 31 December 2009

Depreciation

At 1 January 2009
Charged in the year
Disposals

At 31 December 2009

Net book value
At 31 December 2009

At 31 December 2008

7 DEBTORS

Other debtors

Amounts owed by group undertakings
Prepaytments and accrued income

Assets under

Freehold Plant and Fixtures

construction property machinery and fitings Total
£ £ £ £ £
1,255 1,293,576 1,234,782 63,441 2,593,054
60,856 - 100,119 - 160,975
- - (69,048) - (69,048)
(6,384} - 6,384 - -
55,727 1,293,576 1,272,237 63,441 2,684,981
- 188,239 917,135 42,020 1,147,394

- 27,067 95,778 7,957 130,802
. - (65,535) - {65,535)

- 215,306 947,378 49977 1,212,661
55,727 1,078,270 324,859 13,464 1,472,320
1,255 1,105,337 317,647 21,421 1,445,660
2009 2008

£ £

619 -

1,974,348 1,587,573

14,536 6,128

1,989,503 1,593,701




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

8

10

CREDITORS. AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank overdraft

Frade creditors

Amounts owed to group undertakings
Other taxation and social secunty
Accruals and deferred income

There 1s no secunty on the bank overdraft above

CALLED UP SHARE CAPITAL

Called up, allotted and fully paid
1 ordinary share of £1 each

2009 2008

£ £

- 2,815

17,090 6,292
2,676,357 2,445,158
70,209 68,465
130,719 67,983
2,894,375 2,590,713
2009 2008

£ £

RECONCILATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS AND MOVEMENTS ON

RESERVES
Profit 2009 2008
and Total Total
Share loss  shareholders®  sharehelders’
capital account funds funds
£ £ £ £
At 1 January 1 448,647 448,648 587,867
Profit/(loss) for the year - 118,800 118,800 (139,219)
At 31 December 1 567,447 567,448 448,648

13




LUBRIZOL ADVANCED MATERIALS MANUFACTURING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

11.

12

13

ULTIMATE PARENT COMPANY

The ulumate controiling party and parent undertaking of the largest and smallest group of undertakings for
which group financial statements were drawn up and of which the company was @ member is The Lubnzol
Corporation, which 1s incorporated in the USA  The rmmediate parent company 1s Lubnzol Advanced
Matenals UK Limited, registered 1n England

Copies of financial statements of The Lubnzol Corporation can be obtamned from 29400 Lakeland Boulevard,
Wickliffe, Ohio 44092 USA

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemptions contamed in Financiai Reporting Standard 8 “Related
Party Transactions”, not to present transactions with fellow group companies

PRIOR YEAR ADJUSTMENT

The split of cost of sales and operating expenses have been restated in the prior year due to the change in
accounting system during 2009, the directors believe this better reflects the true activities of the business
The only expense remainimg n admimistrative expenses relate 10 foreign exchange gamns or losses for the
year

There was no effect on the profit for either year or the net assets n erther year




