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Innospec Widnes Limited

Directors' report for the year ended 31 December 2009

The directors present thewr annual report and the audited financial statements of the company for the year ended
31 December 2009

Principal activity
The principal activity of the company during the year remained that of the manufacture and sale of synthetic

organic chemicals

The entire share capital 1s owned by Innospec Active Chemicals Limited, and the ultimate holding company 15
Innospec Inc

Review of business
The company manufactures and sells synthetic organic chemicals and 1s part of the Innospec Inc group

Key performance indicators used by the company are as follows

2009 2008 | Definition
Sales trend (%) 37% 10% | Year on year turnover trend expressed as a percentage
Gross margmn (%) 29% 8% | Gross profit expressed as a percentage of tumover
Operating margin (%) 20% (1Y% | Operating profit expressed as a percentage of turnover

Turnover 1n the year increased by £8,380,000 (37%) due to volume growth and improved pricing thus
increasing the overall gross margin by 21 percentage points, from 8% to 29% Gross profit at £9,152,000 was
higher than 2008 by £7,247,000 Selling expenses were comparable to prior year and admimistrative expenses
were 1ncreased by £785,000 (42%), principally due to foreign exchange losses, giving an operating profit for
the year of £6,205,000 compared with a 2008 loss of £286,000

Future developments

Both the level of business and the year end financial position were satisfactory, and the directors expect that
the present level of activity will be sustamed for the foreseeable future The directors remain confident of the
long term prospects for the company

Principal risks and uncertamties

The principal nisks and uncertainties of the company are integrated with the principal risks and uncertainties of
the group and are not managed separately The group has an extensive risk management structure 1n place
which 1s designed to identify, manage and mitigate business risk

The principal risks and uncertainties are recorded on page 9 of the Form 10-K for the year ended 31 December
2009 of the ulhmate parent company, Innospec Inc, and updated where necessary in the Form 10-Q for the
three months ended 31 March 2010 Copies of both are avalable from the company website
(www nnospecinc com)

Fimmancial risk management
The company's operations expose 1t to a variety of financial nisks that include price risk, credit risk, hquidity
nisk, market nisk and foreign exchange nsk

Price risk
The company offers fixed prices for some long-term sales contracts As manufacturing and raw matenals costs
are subject to vaniability the company uses commodity swaps to hedge the price of some raw matenals to
reduce the volatility on earnings and cash flows The derivatives are considered risk management tools and are
not used for trading purposes The company’s objective 15 to manage the exposure to fluctuating prices of raw
materials



Innospec Widnes Limited

Directors' report for the year ended 31 December 2009 (continued)

Financial risk management (continued)

Credit risk

Credit himuts, ongoing credit evaluation and account monitoring procedures are used to mimmse bad debt nisk
Collateral 1s not generally required

Liqudity risk

The company has no bank debt, liquidity risk 1s managed at Innospec Inc group level with a muxture of long-
term and short-term debt designed to ensure that all group companies have sufficient funds avalable for
operations

Market risk

Market risk 1s managed at a group level using derivatives, including interest rate swaps, commodity swaps and
foreign currency forward exchange contracts, 1in the normal course of business to manage market risks The
derivatives used 1n hedging activities are considered risk management tools and are not used for trading
purposes In addition, the group enters into denivative instruments with a diversified group of major financial
mnstitutions 1n order to monitor the exposure to non-performance of such instruments

Foreign exchange risk

The primary foreign currencies 1n which the group has exchange rate fluctuation exposure are the European
Union euro and the U S dollar There 1s an inherent hedge 1n that the group has cash inflows and outflows 1n
these currencies Where exposures are identified the group puts 1n place hedging transactions between group
companies, the group exposure being hedged with third parties

Results and dividends
The profit and loss account for the year 1s set out on page 6

A dividend of £ml was paid in respect of the year ended 31 December 2009 (2008 £n1l)

The profit for the financial year was £4,301,000 (2008 loss of £533,000) which will be transferred to reserves

Directors
The directors set out on page 1 have held office throughout the year and up to the date of signing the financial
statements except where stated

Qualifying third party indemnity

The company maintains hability insurance for its directors and officers The company has also provided an
indemmnty for its directors and secretary, which 1s a qualifying third party indemmty provision for the purposes
of the Companies Act 2006

Political and charitable donations
During the year no donations were made (2008 £rul)

Research and development

Research and development provide the basis for the growth of the business Actvity has been, and will
continue to be, focused on the development of new products All development expenditure has been expensed,
the amounts being £192,000 (2008 £229,000)

Payments to suppliers

The company agrees the terms and conditions under which business transactions with its suppliers are
conducted It 1s policy that payments to suppliers are made in accordance with these terms, provided that the
suppher 1s also complying with all relevant terms and conditions The average age of creditors at 31 December
2009 was 32 days (2008 53 days)



Innospec Widnes Limited

Directors' report for the year ended 31 December 2009 (continued)

Statement of directors’ responsibihities
The directors are responsible for preparing the Directors’ report and the financial statements 1n accordance
with applicable law 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 in accordance with United 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 satisfied 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 year

In preparing these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make Judgements and accounting estimates that are reasonable and prudent,
state whether applhicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained n the financial statements, and

e prepare the financial staiements on the gomng concern basts unless it 1s inappropriate to presume that
the company will contmue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
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 rregulanties

Statement on disclosure of information to the independent auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

e  so far as the director 1s aware, there 1s no relevant audst information of which the company’s auditors
are unaware, and

o each 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 in accordance with the provisions of s418 of the
Companies Act 2006

Independent auditors
PricewaterhouseCoopers LLP have indicated their willingness to continue 1n office and a resolution concemning
their reappomntrment will be proposed at the annual general meeting

By order of the board
A Hartley

Company secretary
28 June 2010




Innospec Widnes Limited

Independent auditors’' report to the members of Innospec Widnes
Limited

We have audited the financial statements of Innospec Widnes Limited for the year ended 31 December 2009
which comprise the profit and loss account, the balance sheet, the statement of accounting policies and the
related notes The financial reporting framework that has been applied 1n their preparation 1s apphcable law
and United Kingdom Accounting Standards (united Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explamned more fully 1n the statement of directors’ responsibilities set out on page 4, the directors are
responsible for the preparation of the financial statements and for bemng satisfied that they give a true and fair
view Qur responsibility 15 to audit the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body 1n
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, m
giving these opmions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent n
writing

Scope of the audit for the financial statements

An audit involves obtaining evidence about the amounts and disclosures in 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 appropnate 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

Opinion on financial statements
In our opinion the financial statements

e give atrue 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

e  have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006
In our opmion the information given m 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 exception
We have nothing to report in respect of the following marters where the Companies Act 2006 requires us to
report to you 1f, 1n our opinion

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

s the financial statements are not m agreement with the accounting records and returns, or

e certain disclosures of directors’ remuneration specified by law are not made, or

s we have not recerved all the information and explanations we require for our audit

Ruchard Bunter (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

28 June 2010




Innospec Widnes Limited

Profit and loss account for the year ended 31 December 2009

Note 2009 2008

£°2000 £'000

Turnover 1 31,090 22,710
Cost of sales (21,938) (20,805)

Gross profit 9,152 1,905
Administrative expenses (2,634) (1,849)
Distribution costs (313) (342)
Operating profit/(loss) 2 6,205 (286)

Interest receivable and stmilar income 5 71 105
Interest payable and similar charges 6 (291) (585)
Profit/(loss) on ordinary activities before taxation 5,985 (766)

Tax on profit/(loss) on ordinary activities 7 (1,684) 233
Profit/(loss) for the financial year 16, 17 4,301 (533)

All of the activities during the year relate to continuing operations

The company has no recogmsed gains or losses other than the results above, and therefore no separate statement
of total recognised gams and losses has been presented

There 15 no material difference between the profit/(loss) on ordmary activities before taxation and the profit/(loss)
for the financial years stated above and their historical cost equivalents




Innospec Widnes Limited

Balance sheet as at 31 December 2009

Note 2009 2008
£2000 £000
Fived assets
Intangible assets 8 (4,949) (6,208)
Tangible assets 9 7,538 9,282
2,589 3,074
Current assets
Stocks 10 6,547 6,283
Debtors 11 7,902 3,740
Cash at bank and n hand 221 177
14,670 10,200
Creditors' amounts falling due within one year 12 (6,282) (7,136)
Net current assets 8,388 3,064
Total assets less current habihties 10,977 6,138
Creditors amounts falling due after more than one¢ year 13 (M) (40)
Provisions for habilities 14 (719) (223)
Net assets 10,251 5,875
Capital and reserves
Called up share capital 15 129 129
Share premium account 16 106 106
Capital redemption reserve 16 65 65
Share option reserve 16 198 123
Profit and loss account 16 9,753 5,452
Total shareholders’ funds 17 10,251 5,875

The financsal statements on pages 6 to |9 were approved by the board of directors on 28 June 2010 and were

signed on 1ts behalf by

1 P Cleminson
Director

Innospec Widnes Limited

Registered number 04178371
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Innospec Widnes Limited

Statement of accounting policies for the year ended 31 December 2009

Basis of accounting

The financial statements have been prepared in accordance with the Companies Act 2006 and applicable
Accounting Standards 1n the Umted Kingdom A summary of the more important accounting polictes, which
have been applied consistently unless otherwise stated, 15 set out below

The financial statements are prepared in accordance with the historical cost convention

Goodwill

Negative goodwill relating to the acquisition of the business represents the excess of the fair value of the
identifiable net assets acquired over the fair value of the consideration paid and is amortised through the profit
and loss account on a straight line basis over its useful economic ife The directors have assessed the useful
economic life of this negative goodwill at 12 years, based on the swrength of the underlying business and
projected future market growth

Tangible fixed assets

Tangible fixed assets are stated at historic purchase cost less accumulated depreciation  Cost includes the original
purchase price of the asset and the costs attributable to bringing the asset to 1ts workmg condition for its intended
use Depreciation 15 calculated to write off the cost of tangible fixed assets, less their residual values, over their
expected useful economic lives using the straight line basis  The expected useful economic lives of the assets to
the business are reassessed periodically n the light of experience

Straight line annual rates of depreciation most widely used are as follows

Freehold property 50 years
Plant and machinery 5-10 years

Freehold land 1s not depreciated

Government grants

Government grants in respect of capital expenditure are credited to a deferred mcome account and are released to
the profit and loss account over the expected useful economic lives of the relevant assets by equal annual
instalments Grants of a revenue nature are credited to the profit and loss account so as to match them with the
expenditure to which they relate

Stocks

Stocks and work i progress are stated at the lower of cost and net realisable value In general, cost 1s determined
on a first in first out basis Cost, in the case of manufactured process stocks and finished products, comprises raw
materials, direct labour, depreciation and appropriate manufacturing overheads

Net realisable value 1s the price at which stocks can be soid 1n the normal course of business after allowing for the
costs of realisation

Provision 1s made where necessary for obsolete, stow moving and defective stocks

Turnover

Turnover represents the nvoiced value of goods, net of trade discounts and value added tax Turnover 1s
recognised on invoice when goods are despatched or upen receipt by the customer, dependent on the terms of
trade

Deferred ncome
Income received from the rental of land which has been received prior to the period end and relates to future
periods 1s treated as deferred income




Innospec Widnes Limited

Statement of accounting policies for the year ended 31 December 2009
(continued)

Research and development
Expenditure on research and development 1s charged to the profit and loss account as incurred

Foreign currencies

Transactions 1n foreign currencies are translated nto sterling at the rate of exchange ruling at the date of the
transaction Monetary assets and liabilities denominated 1n foreign currencies are translated mto steriing at the
rates of exchange ruling at the balance sheet date, or the rate of related forward exchange contracts where
appropriate  AH currency gams or losses are taken to the profit and loss account i the year i which they arise

Corporation taxation
Corporation tax payable is provided on taxable profits at the current rate

Deferred taxation

Full provision 15 made, on an undiscounted basis, for deferred taxation resulting from timing differences between
profits computed for taxation purposes and profits stated in the financial statements to the extent that there 1s an
obligation to pay more tax in the future as a result of those timing differences reversing Deferred tax assets are
recogmised to the extent that they are more likely than not expected to be recoverable Deferred tax 15 measured
at the tax rates that are expected to apply in the periods m which iming differences are expected to reverse, based
on tax rates and laws substantively enacted at the balance sheet date

Pensions

The company operates a defined contribution pension scheme  The assets of the scheme are held separately from
those of the company mn an independently admumstered fund The pension cost charge disclosed represents
contributions payable by the company to the fund

Cash flow statement

The company 1s a wholly-owned subsidhary of Innospec Inc , a company registered in the USA, and the financial
statements of the company are mcluded i the publicly available consolhidated financial statements of that
company Consequently, the company 15 exempt under the terms of FRS 1 “Cash flow statements (revised
1996)” from publishing a cash flow statement

Leases
Costs n respect of operating leases are charged to the profit and loss account on a straight line basis over the
lease term

Share based payments

The company participates 1n a group equity settled share based payment programme Share options 1n Innospec
Inc are granted to employees which vest dependent n part on performance targets being met  The fair value of
the employee services received 1n exchange for the grant of share options 1s recogmsed as an expense over the
vesting period The fair value 1s calculated using the Black-Scholes model The total amount to be expensed
over the vesting period 1s determined by reference to the fair value of the share options granted, excluding the
impact of any non-market vesting conditions Non-market vesting conditions are mcluded in assumptions about
the number of shares that are expected to vest At each balance sheet date, the company revises its estimates of
the number of share options that are expected to vest It recognises the impact of the revision to original
assumptions, 1f any, in the profit and loss account with a corresponding adjustment to reserves



Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009

1 Turnover

Turnover 1s attributable to one continwing activity, the manufacture and sale of synthetic organic chemicals

An analysis of turnover by geographical market ts given below

2009 2008
£000 £'000
Americas 12,969 11,256
Europe, Middle East & Aftica 11,304 7,539
Aasia Pacific 6,817 3,915
31,090 22,710
2  Operating profit/(loss)
2009 2008
£000 £7000
Operating profit/(loss) 15 stated after charging/(crediting):
Research and development expenditure 192 229
Depreciation of owned fixed assets 2,028 1,993
Release of negative goodwill (1,259) (1,259)
Operating lease rentals — other 26 24
Foreign exchange gains {748) (201)
Government grant income ) (15)

Auditors’ remuneration for the years ended 31 December 2009 and 2008 has been borne by another group

undertaking The total audit fee for the companies audited 1 the UK was £475,000 (2008 £3543,000)

10



Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

3 Directors’ emoluments

The directors received no remuneration for services to the company (2008 £m1l) No compensation for loss of
office was paid by the company for the director who resigned during the year

The directors are rerunerated through a group undertaking, Innospec Limited Details of their remuneration are
included within the annual report of that company

4 Employee information

The average monthly number of persons (including executive directors) employed by the company during the
year was

2009 2008

By activity Number Number
Manufacturing 55 51
Selling 4 4
Administrative 9 14
68 69

Staff costs (for the above persons) £000 £000
Wages and salaries 3,000 2,943
Social security costs 284 307
Other pension costs 145 163
Share based payment charge (note 18) 75 79
3,504 3,492

The company operates a defined contribution pension scheme for its staff The assets of the scheme are held
separately from those of the company in an independently administered fund The unpaid contributions
outstanding at the year end, included in ‘other creditors’, are £m1l (2008 £mil)

5 Interest receivable and similar income

2009 2008

£7000 £°000

Bank interest receivable 5 42
Other interest recervable - 4
Interest receirvable from group undertakings 66 59

Total interest receivable and similar income 71 105




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

6 Interest payable and similar charges

2009 2008

£°000 £000
Interest payable to group undertakings (114) (342)
Foreign exchange losses related to loans (177) (243)
Total interest payable and sinmlar charges (291) (585)

7 Tax on profit/(loss) on ordinary activities

2009 2008
The charge/(credit) for corporation tax comprises- £:000 £7000
Current corporation tax at 28 0% (2008 28 5%)
United Kingdom 1,791 (154)
Adjustments 1n respect of prior vears 3 (14)
Total current tax 1,788 (168)
Deferred tax
Deferred taxation {111) (70)
Adjustments in respect of prior years 7 b
Total deferred tax (note 14) (104) (65)
Total tax charge/(credit) 1,684 (233)

The 2008 tax rate of 28 5% 15 a blended rate reflecting the change from 30% to 28% during 2008

12



Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

7  Tax on profit/(loss) on ordinary activities (continued)

The tax assessed for the year 1s higher (2008 higher) than the standard rate of corporation tax in the UK of 28 0%
(2008 28 5%) The differences are explained below

2009 2008
£000 £000
Profit/(loss) on ordinary activities before taxation 5,985 (766)
Profit/(loss) on ordinary activities multiplied by the standard rate of UK 1,676 (218)
corporation tax of 28 0% (2008 28 5%)
Effects of
Disallowed expenses and non-taxable income 4 8
Capital allowances in excess of depreciation 111 70
Other - (14
Adjustments 1n respect of prior years 3) (14
Current tax charge/(credit) 1,788 (168)

Factors that may affect future tax charge:
Based on current capital investment plans the company expects to continue to be able to claim capital allowances
1n excess of depreciation n future years at a simtlar level to the current year

8 Intangible assets

Goodwill
£7000

Cost
At 1 January and 31 December 2009 (16,400)
Accumulated amortisation
At 1 January 2009 10,192
Charge for the year 1,259
At 31 December 2009 11,451
Net book amount
At 31 December 2009 (4,949)

At 31 December 2008 (6,208)




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

9 Tangible assets

Freehold land Plant and
and buildings machinery Total
£000 £000 £000

Cost
At 1 January 2009 2,097 19,658 21,755
Additions - 284 284
At 31 December 2009 2,097 19,942 22,039
Accumulated depreciation
At 1 January 2009 14 12,459 12,473
Charge for the year 2 2,026 2,028
At 31 December 2009 16 14,485 14,501
Net book amount
At 31 December 2009 2,081 5,457 7,538
At 31 December 2008 2,083 7,199 9,282

In the opinion of the directors, the difference between the market value and balance sheet value of land 1s not

significant
10 Stocks
2009 2008
£000 £'000
Raw matenals, consumables and intermediates 3,491 3,397
Finished goods 3,056 2,886
6,547 6,283

There 1s no material difference between the replacement costs of stock items and the balance sheet costs noted

above




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)
11 Debtors
2009 2008
£000 £7000
Amounts falling due within one year:
Trade debtors 4,720 3,167
Amounts owed by group undertakings 2,936 -
Corporation tax - 154
Value Added Tax 72 232
Prepayments and accrued income 174 187
7,902 3,740

Amounts owed by group undertakings are unsecured and are repayable on demand and bear interest at rates of

up to LIBOR plus 2%

12 Creditors: amounts falling due within one year

2009 2008

£000 £°000

Trade creditors 1,950 3,004
Amounts owed to group undertakings 593 2,845
Corporation tax 1,791 -
Accruals 1,914 1,250
Current portion of deferred income 34 37
6,282 7,136

Amounts owed to group undertakings are unsecured and are repayable on demand and bear interest at rates of

up to LIBOR plus 2%




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

13 Creditors: amounts falling due after more than one year

2009 2008
£7000 £000
Leases - 28
Government grants 7 12
7 40
14 Provisions for liabilities
Deferred
Remediation tax Total
£000 £°000 £000
At 1 January 2009 - 223 223
Charged to the profit and loss account 600 (104) 466
At 31 December 2009 600 119 719
Deferred taxation, calculated at 28% (2008 28%) 1s as follows
2009 2008
£°000 £°000
Caputal allowances 1n advance of depreciation (119) (232)
Other timing differences - 9
Provision for deferred taxation a1e (223)
15 Called up share capital
2009 2008
£000 £'000
Authorised
2,500,000 ordinary shares of £0 10 each 250 250
Allotted and fully paid
1,287,249 ordinary shares of £0 10 each (2008 1,287,249) 129 129




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

16 Reserves

Share Capital Share
premium  redemption option Profit and

reserve reserve reserve loss account Total
£000 £7000 £000 £°000 £000
At 1 Januvary 2009 106 65 123 5,452 5,746
Profit for the financial year - - - 4,301 4,301
Share based payment charge - - 75 - 75
At 31 December 2009 106 65 198 9,753 10,122

17 Reconciliation of movements in total shareholders’ funds

2009 2008
£000 £000
Profit/(loss) for the financial year 4,301 (333
Share based payment (charge)/credit 75 123
Net increase/(decrease) in shareholders’ funds 4,376 (410)
Opening shareholders’ funds 5,875 6,285
Closing shareholders’ funds 10,251 5,875
18 Share based payments
2009 2008
£°000 £000
Share based payment charge recognised in profit and loss account 75 79

Employee share based payment plans

Under the Innospec Inc group equity settled share-based payment programmes, participants are granted options
n the stock of the ultimate parent company, Innospec Inc

Innospec Inc has five stock option plans Two of these plans provide for the grant of stock options to key
employees, one provides for the grant of stock options to non-employee directors, and another provides for the
grant of stock options to key executives on a matching basis The fifth plan 1s a savings plan which provides for
the grant of stock options to all Company employees provided they commut to make regular savings over a pre-
defined period which can then be used to purchase common stock upon vesting of the options  The stock options
have vesting pertods ranging from 24 months to é years and 1n ali cases stock options granted expire within 10
years of the date of grant All grants are at the sole discretion of the Compensation Committee of the Board of
Directors of Innospec Inc  Grants may be priced at market value or at a premuum or discount



Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

18 Share based payments (continued)

The aggregate number of shares of common stock reserved for 1ssuance which can be granted under all five plans
15 1,790,000

The fair value of these options 1s calculated using the Black-Scholes model [n some cases certain performance
related options are dependent upon external factors such as compound growth in shareholder return and Innospec
Inc ’s share price  The fair value of these options 1s calculated using a Monte Cario model

The following assumptions were used to determmne the fair value of options calculated using the Black-Scholes
model 1n the four schemes disclosed

2009 2008
Dividend yeld 2.5% 0 5%
Expected hfe 5 years 4 years
Volatility 76.5% 50 1%
Risk free interest rate 124% 2 73%

The expected Life 1s the average expected period to exercise The volatihity 1s based on Innospec Inc stock prices
for the last three years The risk free interest rate 1s as advised by the Federal Reserve

No granis were made in 2009 under any plan

On 12 March 2008, 200 options were granted under the Performance Related Stock Option Plan  The share price
at the date of the grant was $20 46 and the fair value was $20 45 The options have a vesting period of 3 years
and an option term of 10 years

A reconcihation of option movements 15 shown below

2009 2008
No. Weighted No Weighted
average average
exercise exercise
price price
3 5
Outstanding 1 January 12,600 - 12,400 -
Granted - - 200 -
Forfeited (200) - - -
Outstanding 31 December 12,400 - 12,600 -

Exercisable 31 December - - - .

The options have a remamning life of 7 18 years




Innospec Widnes Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

19 Financial commitments

At 31 December the company’s capital commitments contracted for but not provided were as follows

2009 2008
£°000 £7000

Capital commitments
Contracted for but not provided 509 157

At 31 December the company had annual commitments under non-cancellable operating leases for assets other
than land and buldings expiring as follows

2009 2008

£7000 £000

Within one year 12 17
Within two to five years 5 1
17 18

20 Contingent liabilities

The company has entered into an unhmited cross-guarantee arrangement in respect of the borrowings of
companies n the Innospec Inc group At 31 December 2009 the net cash position of the group under the
unlimited cross-guarantee arrangement amounted to approximately U $ $17 6 million (31 December 2008 net
borrowings of U S $59 1 million)

The borrowings are secured by fixed and floating charges over all assets

21 Related party disclosures

The company has taken advantage of the exemption under the provisions of FRS8, ‘Related Party Disclosures’,
on the grounds that 1t 1s a wholly owned subsidiary of a group headed by Innospec Inc whose consolidated
financial statements are publicly available

22 Ultimate parent undertaking and controlling party

The directors regard Innospec Active Chemicals Limited, a company registered in England, as the immediate parent
undertaking

The directors regard [nnospec Inc, a company registered in the USA, as the ultimate pareat undertaking and
controlling party Innospec Inc 15 the parent of the largest and smallest group of undertakings into which the
company’s financial statements are consolidated

Copies of the consolidated financial statements for the ulumate parent undertaking are available from the
company website {(www innespecinc com)



