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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
ANNUALREPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended December 31, 2011
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number 1-13879
INNOSPEC INC.
(Exact name of registrant as specified in its charter)

DELAWARE 98-0181725

State or other jurisdiction of (I.LR.S. Employer

incorporation or organization Identification No.)

8375 South Willow Street

Littleton

Colorado 80124

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (303) 792 5554
Securities registered pursuant to Section 12(thefct:

Title of each class Name of each exchange on which registered
N/A N/A

Securities registered pursuant to Section 12(g) of the Act: Common stock, par value $0.01 per share
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes O No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

Yes O No
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding
12 months (or for 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 No O
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted

and posted pursuant to Rule 405 of Regulation S-T (8§ 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).

Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained herein, and will not be contained, to
the best of registrant’'s knowledge, in definitive proxy or information statements incorporated by reference in Part IlI of this Form 10-K or any amendment to this Form 10-K.

O
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of
“large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.
Large accelerated file O Accelerated filel
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar [m}

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
Yes O No

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of the most recently completed second fiscal quarter (June
30, 2011) was approximately $537 million, based on the closing price of the common shares on the NASDAQ on June 30, 2011. Shares of common stock held by each officer
and director and by each beneficial owner who owns 5% or more of the outstanding common stock have been excluded in that such persons may be deemed to be affiliates.
This determination of affiliate status is not necessarily a conclusive determination for any other purpose.

As of February 10, 2012, 23,047,419 shares of the registrant’s common stock were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE
Portions of Innospec Ir's Proxy Statement for the Annual Meeting of Stoddtérs to be held on May 9, 2012 are incorporatecelgrence into Part 11l of this Form -K.
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CAUTIONARY STATEMENT RELATIVE TO FORWARD-LOOKING ST ATEMENTS
FORWARD-LOOKING STATEMENTS

This Form 10-K contains certain “forward-looking&ments” within the meaning of the Private Semsikitigation
Reform Act of 1995. All statements other than stegets of historical facts included or incorporatedein may
constitute forward-looking statements. Such forwlaaking statements include statements (covereddys like
“expects,” “anticipates,” “may,” “believes” or sitar words or expressions), for example, which eetatoperating
performance, events or developments that we expeantticipate will or may occur in the future (inding, without
limitation, any of the Compang’guidance in respect of sales, gross marginsjgehabilities and charges, net incor
growth potential and other measures of financiglgpeance). Although forward-looking statements lagéeved by
management to be reasonable when made, they geetstabcertain risks, uncertainties and assumptiand our actu
performance or results may differ materially frdmege forward-looking statements. You are urgee@vew our
discussion of risks and uncertainties that couldseaactual results to differ from forward-lookirtgtements under the
heading “Risk Factors.” The Company undertakesbigation to publicly update or revise any forwdodking
statements, whether as a result of new informatigore events or otherwise.
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PART |
ltem 1 Business

When we use the terms the “Corporation,” “CompariRégistrant,” “we,” “us” and “our,'we are referring to Innosp
Inc. and its consolidated subsidiaries (“Innosperiless otherwise indicated or the context othennasjuires.

General

Innospec develops, manufactures, blends and mdtdedtadditives, personal care and fragrance prisdared other
specialty chemicals. Our products are sold primaailoil refineries, personal care and fragranaaganies, and other
chemical and industrial companies throughout thddv®ur fuel additives help improve fuel efficigndoost engine
performance and reduce harmful emissions. Our ajtgchemicals provide effective technology-basadtsons for
our customers’ processes or products focused iRéhgonal Care; Household, Industrial & Instituéibrand Fragrance
Ingredients markets.

Our principal executive offices are in LittletonplGrado. We became an independent company on Mal©Q®8, when
we were spun off from our then parent corporatibei@tura Corporation, previously known as Great saRbemical
Corporation. We changed our name from Octel Carjnnospec Inc. on January 30, 2006. Our commark ssdlisted
on the NASDAQ under the symbol “IOSP.”

Segmental | nformation

Innospec divides its business into three segmentm&dnagement and reporting purposes: Fuel Spesiaftctive
Chemicals and Octane Additives. The Fuel Specsa#tred Active Chemicals segments operate in mavketse we
actively seek growth opportunities but their endtomers are different. The Octane Additives segnsegenerally
characterized by volatile and declining demand.flf@ncial information about each of our segmeseé® Note 3 of the
Notes to the Consolidated Financial Stateme

Fuel Specialties

Our Fuel Specialties segment develops, manufactolesds and markets a range of specialty chemrcalucts used
additives to a wide range of fuels. The segmentiapees in manufacturing and supplying fuel adeis that help
improve fuel efficiency, boost engine performannd eeduce harmful emissions. The segment’s produetsised in
the efficient operation of automotive, marine am@ton engines, power station generators, andrgand diesel
particulate filter systems.

The segment has grown organically through the dgweént of new products to address what we belisv¢he key
drivers in demand for fuel additives. These drivactude increased focus on fuel economy, changimgine
technology and legislative developments. We havetel substantial resources towards the developofer@w and
improved products that may be used to improve difatiency.

4
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Our customers are national oil companies, multmet oil companies and fuel retailers.
Active Chemicals

Our Active Chemicals segment provides effectivéat@togy-based solutions for our customers’ process@roducts
focused in the Personal Care; Household, Indusriakstitutional; and Fragrance Ingredients markets

This segment has also grown organically, throughdigvelopment and marketing of innovative prodtetbe personal
care and fragrance industries. The focus for odivAcChemicals segment is to develop high perfocegroducts
from its technology base in a number of targetetkata.

Our customers range from large multinational congmand manufacturers of personal care and househadlucts, to
specialty chemical manufacturers operating in niodestries.

Octane Additives

Our Octane Additives segment, which we believéaésworld’s only producer of tetra ethyl lead (“TELtomprises
sales of TEL for use in automotive gasoline anditigin respect of our environmental remediatioribess. We are
continuing to manage the decrease in the saleEbffdr use in automotive gasoline to maximize taskcflow through
the decline. Cost improvement measures continbe taken to respond to declining market demand.

Sales of TEL for use in automotive gasoline are anathcipally to state owned refineries locatethi@ Middle East
and Northern Africa. Our environmental remediatimsiness then serves these customers to managledineup of the
associated redundant plants as refineries comipletenove away from leaded fuel.

Strategy

Our strategy is to develop new and improved tedgiek to continue to strengthen and increase otkanhpositions
within our Fuel Specialties and Active Chemicalgmsents. The segments together have had average®orgaenue
growth of 10% per annum, and average operatingmecgrowth of 15% per annum, since 2006. We alsuedgt
continue to assess potential strategic acquisitipargnerships and other opportunities that woalib@ce and expand
our customer offering. We focus on opportunitiest thould extend our technology base, geographmatrage or
product portfolio. We believe that focusing on Eheel Specialties and Active Chemicals segmentshich the
Company has existing experience, expertise and leun®, provides opportunities for positive retuonsnvestment
with lower operating risk.

Geographic Area Information

Financial information with respect to our domestintl foreign operations is contained in Note 3 efiXlotes to the
Consolidated Financial Statements.
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Working Capital

The nature of our customers’ businesses generdlyires us to hold appropriate amounts of inventogrder to be
able to respond quickly to customers’ needs. Weetbee require corresponding amounts of workingteafor normal
operation. We do not, however, believe that thimaderially different to what our competitors datfwthe exception of
cetane number improvers, in which case we maithigin enough levels of inventory, as required, taireour position
as market leader in sales of these products).

The purchase of large amounts of some raw matdaatsur Fuel Specialties segment can create s@mations in
working capital requirements, but these are gelygpédnned and well managed by the business.

We do not believe that our terms of sale, or tesfsurchase, differ markedly from those of our ceutitprs.
Raw Materials and Product Supply

We use a variety of raw materials and chemicatsimmanufacturing and blending processes and leetleat sources
for these are adequate for our current operatfonsmajor purchases are cetane number improvetisugasolvents
and ethylene.

These purchases account for a substantial porfiblredCompany’s variable manufacturing costs. Theaterials are,
with the exception of ethylene in Germany, readiilable from more than one source. Although ethglis, in theor
available from several sources, it is not permisdit» transport ethylene by road in Germany. Assallt, we source
ethylene for our German operations via a directlpie from a neighboring site, making it effectial single source.
Ethylene is used as a primary raw material in petgltepresenting approximately 9% of the Compasalss.

We use long-term contracts (generally with fixedtear formula based costs) to help ensure avhijaand continuity
of supply, and to manage the risk of cost incredsassome raw materials the risk of cost increasesanaged with
commodity swaps.

The chemical industry, in general, is experiengame tightness in the supply of certain commodigyamals. We
continue to monitor the situation and adjust owcprement strategies as we deem appropriate. Thp&uy forecasts
its raw material requirements substantially in adbeg and seeks to build long-term relationshipscmdractual
positions with supply partners to safeguard its naaterial positions. In addition, the Company ofgsan extensive
risk management program which seeks to sourcedweymnaterials from multiple sources and to develiheio
contingency plans.

I ntellectual Property

Our intellectual property, including trademarkstgmds and licenses, forms a significant part ofGbenpany’s
competitive edge, particularly in the Fuel Spe@aland Active Chemicals segments. The Company mlaesiowever,
consider its business as a whole to be dependeartyoone trademark, patent or license.

6
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The Company has a portfolio of trademarks and patéoth granted and in the application stage, oggroducts an
processes in several jurisdictions. The majorittheke patents were developed by the Company abgcs to
maintenance obligations including the payment néveal fees, have at least 10 years life remaining.

The trademark “Innospec” and the Innospec devicgelasses 1, 2 and 4 of the “International Classifon of Goods
and Services for the Purposes of the Registrafidiaoks” are registered in all countries or jurisitbns in which the
Company has a significant market presence. The @oynalso has trademark registrations for certamlyect names in
all countries or jurisdictions in which it has grsificant market presence.

We actively protect our inventions, new technolsgand product developments by filing patent aggilbeis and
maintaining trade secrets. In addition, we vigohpparticipate in patent opposition proceedingiacbthe world,
where necessary, to secure a technology baserémearifringement of our intellectual property.

Customers

In 2011 the Company had a significant customehénRuel Specialties segment, Royal Dutch Shelapttits affiliates
(“Shell”), who accounted for $78.7 million (10%) oét group sales. In 2010 and 2009, Shell accountebb67.8
million (10%) and $76.1 million (13%) of net grosples, respectively.

We have sales contracts with customers using fixddrmula based prices, as appropriate, to mairgar gross
profits.

Competition

Certain markets in which the Company operatesgst to significant competition. The Company cetes on the
basis of a number of factors including, but notitéd to, product quality and performance, specialiproduct lives,
customer relationships and service, and regulatodytoxicological expertise.

Fuel SpecialtiesThe Fuel Specialties market is fragmented and ckeniaed by a small number of competitors in each
submarket. The competitors in each submarket diffdr no one company holding a dominant positiothie Fuel
Specialties market. We consider our competitiveeeiddgoe our proven technical development capacitigpendence
from major oil companies and strong long-term retathips with refinery customers.

Active ChemicalsWe operate in three principal markets within Actt¥eemicals — Personal Care; Household,
Industrial & Institutional; and Fragrance Ingredernrhe Personal Care and Household, Industriadsgitutional
markets are both highly fragmented, and the Compapgriences substantial competition from a langalver of
multinational and specialty chemical suppliersaclegeographical region in which we operate. Tlagfmce
Ingredients market is more concentrated, with alsmianber of principal competitors. Our competitpesition in all
three markets is based on us supplying a supeliwgrse product

7
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portfolio which solves particular customer problesngnhances the performance of new or existingymis. In a
number of specialty chemicals markets, we alsolgupphe product lines, where we enjoy market-lagdiositions.

Octane AdditiveswWe believe our Octane Additives segment is the d®dnly producer of TEL and accordingly is the
only supplier of TEL for use in automotive gasoliide segment therefore competes with marketepsoafucts and
processes that provide alternative ways of enhgrmitane performance in automotive gasoline.

Research, Development, Testing and Technical Support

Research, product/application development and teahsupport (“R&D”) provide the basis for the grthwof our Fuel
Specialties and Active Chemicals segments. Accgiginthe Company’s R&D activity has been, and wdhtinue to
be, focused on the development of new productd@mnaulations. Technical support is provided forallour reporting
segments. Expenditures to support R&D services %83 million, $17.6 million and $16.4 million 2011, 2010 and
2009, respectively.

We consider that our proven technical capabilitydes us with a significant competitive edge.Ha last three years,
the Fuel Specialties segment has developed newgdete cold flow, stabilizers, anti-foulants, lubty and combustion
improver products, in addition to the introduct@imany new cost effective fuel additive packadéss proven
technical capability is now also instrumental inpusducing innovative new products within our AetiChemicals
segment including IseluX and Statséfe

Health, Safety and Environmental Matters

We are subject to environmental laws in all of ¢bentries in which we conduct business. Manageielieves that tt
Company is in material compliance with applicableisonmental laws and has made appropriate pravigiothe
continued costs of compliance with environmentaisla

The principal site giving rise to environmental emation liabilities is the Octane Additives maruttaing site at
Ellesmere Port in the United Kingdom, which managetibelieves is the last ongoing manufacturer df. TEhere are
also environmental remediation liabilities on a msmaller scale in respect of our other manufaafusites in the U.S.
and Europe. At Ellesmere Port there is a continasggt retirement program related to certain matwiag units that
have been closed. We regularly review the futupeeted costs of remediation and the current estimsaeflected in
Note 12 of the Notes to the Consolidated Finarfsiatements

We recognize, at fair value, environmental lial@stwhen they are probable and costs can be reagasimated, and
asset retirement obligations when there is a lefgijation and costs can be reasonably estimatad.ifivolves
anticipating the program of work and the associéiiéare expected costs, and so involves the exeaofipidgment by
management.



Table of Contents

The European Union legislation known as the Regfisin, Evaluation and Authorization of Chemical Stalmces
Regulations (“REACH?”) requires most of the Compangtoducts to be registered with the European Ctemi
Agency. Under this legislation the Company hasaimanstrate that its products are appropriate far thtended
purposes. During this registration process the Gompvill incur expense to test and register itsdpicis. The
Company estimates that the cost of complying wlHARH will be approximately $5 million over the nesik years.

Employees
The Company had approximately 850 employees iroR@tcies as at December 31, 2011.
Available I nformation

Our corporate web site is www.innospecinc.com. Wgeravailable, free of charge, on or through theb site our
annual, quarterly and current reports, and any dments to those reports, as soon as reasonablycpide after
electronically filing such material with, or furhigg it to, the SEC.

The Company routinely posts important informationihvestors on its web site (under Investor Refw). The
Company uses this web site as a means of disclosatgrial, non-public information and for complyingh its
disclosure obligations under SEC Regulation FDr(B@sclosure). Accordingly, investors should moniiee Investor
Relations portion of the Company’s web site, iniadd to following the Company’s press releasesCSiings, public
conference calls, presentations and webcasts.

ltem 1A Risk Factors
The factors described below represent the Companmyisipal risks.

We are subject to regulation of our international operations that could adversely affect our business and results of
operations.

Due to our global operations, we are subject toynt@aws governing international commercial activitpnduct and
relations, including those that prohibit impropayments to government officials, restrict where aitth whom we cal
do business, and limit the products, software,tandnology that we can supply to certain countigs customers.
These laws include but are not limited to the Br&eign Corrupt Practices Act (“FCPAthe U.S. sanctions and as¢
control programs administered by the U.S. Departroéthe Treasury, and the U.S. export control Iawsh as the
Export Administration Regulations, as well as ealewt laws and regulations in other countries i@kvo our busine:
operations. For example, a number of the counimi@gich we operate are known to experience cowa@nd our
operations there are subject to the risks of amtinogized payment or other improper activity by ah@ur employees
or agents, which could expose us to a liabilityemmlevant anti-bribery laws, such as the FCP#erUnited
Kingdom anti-bribery laws. Similarly, unauthorizadtivity or conduct by employees or agents in dhvareign
countries could
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cause us to be in violation of sanctions and assetsol programs or export control laws. Violasoof any of these
types of laws, which are often complex in theirlagggion, may result in criminal or civil penaltiéisat could have a
material adverse effect on our results of operatiinancial position and cash flows.

We may be required to make additional cash contributions to the defined benefit pension plan that we operate in the
United Kingdom and recognize greater pension charges.

The Company maintains a defined benefit pension fitee “Plan”) covering a number of its current doner
employees in the United Kingdom. The Plan is cldsefuiture service accrual but has a large numbdeferred and
current pensioners. A full triennial actuarial vation of the Plan was performed as at Decembe2@18 and an update
performed as at December 31, 2011, the resulthafhnare reflected in these consolidated finarst@iements.
Movements in the underlying plan asset value anfeBted Benefit Obligation (“PBO”) are dependentaatual return
on investments as well as our assumptions in régihéice discount rate, annual member mortalitgsatuture return
on assets, future pension increases and futuaioril A change in any one of these assumptionklagoypact the plan
asset value, PBO and pension charge recognizée iim¢ome statement. In addition, should future@stment returns
prove insufficient to meet future obligations, bosld future obligations increase due to actudaieiors or changes in
pension legislation, then the Company may be reduis make additional cash contributions. Thesatsweould
adversely impact our results of operations, finangosition and cash flows.

Competition and market conditions may adversely affect our operating results.

In certain markets in which the Company operatescompetitors are larger than us and may havdaegraacess to
financial, technological and other resources. Assalt, these competitors may be better able tptadachanges in
conditions within the industries in which the Compaperates, fluctuations in the costs of raw ni@teor changes in
global economic conditions. Competitors may alsalie to introduce new products with enhanced featthat may
cause a decline in the demand and sales of ouugiedConsolidation of customers or competitorgamomic
problems of customers, in the market areas in wiielCompany operates may cause a loss of mar&et &r the
Company’s products, place downward pressure oeqriesult in payment delays or non-payment, oirdeg plant
utilization rates. Any of these risks could advirsmpact our results of operations, financial piosi and cash flows.

We could be adversely affected by technological changesin our industry.

Our ability to maintain or enhance our technolobgagabilities, develop and market products andieguons that
meet changing customer requirements, and succlysafiticipate or respond to technological changes ¢ost effectiv
and timely manner will likely impact our future lmsss success. The Company competes on the basisuofiber of
factors including, but not limited to, product giaband performance. For some of our products oongetitors are
larger than us and may have greater access tacfalatechnological and other resources.

10
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Competitors may be able to introduce new produdis @nhanced features that may cause a declifeidémand and
sales of our products, and accordingly could adhrgiisnpact our results of operations, financialipos and cash
flows.

Our reliance on a small number of significant customers may have a material adverse impact on our results of
operations.

Our principal customers are major multinational atate owned oil companies, and large multinatiomahufacturers
of personal care and household products. Theseatines are characterized by a concentration oivddege
participants. The loss of a significant customenaderial reduction in purchases by a significargtemer, or non-
renewal of a significant customer contract, couldessely impact our results of operations, finahg@sition and cash
flows.

Our success depends on our management team and other key personnel, the loss of any of whom could disrupt our
business operations.

Our future success will depend in substantial parthe continued services of our senior manageri@etloss of the
services of one or more of our key personnel couftede implementation of our business plan andtrasteduced
profitability. Our future success will also depadthe continued ability to attract, retain and inade highly-qualified
technical, sales and support staff. We cannot gieeahat we will be able to retain our key persbmm that we will be
able to attract, assimilate or retain qualifiedspanel in the future. If we are unsuccessful ineftorts in this regard,
this could adversely impact our results of operstjdinancial position and cash flows.

Continuing adverse global economic conditions could materially affect our current and future businesses.

The ongoing concern about the stability of globarkets generally, and specifically the Eurozone, the strength of
counterparties in particular has led many lendedsiastitutional investors to reduce, or ceasertwipe, credit to
businesses and consumers. These factors havedesltustantial and continuing decrease in speriirusinesses al
consumers, and a corresponding decrease in gluibasiructure spending. The availability, cost gerdhs of credit
have been, and may continue to be, adversely atfdnt the foregoing factors and these circumstanaes produced,
and may in the future result in, illiquid marketslavider credit spreads. Continued turbulence enutss. and
international markets and economies, the generadlyicted environment for credit, and prolongedides in business
and consumer spending could adversely impact cutteeof operations, financial position and casii.

We may not be able to consummate, finance or successfully integrate future acquisitions, partnershipsor other
opportunitiesinto our business, which could hinder our strategy or result in unanticipated expenses and losses.

It is part of our stated strategy that we inten@uosue strategic acquisitions, partnerships aherapportunities to
complement and expand our existing business. Téwess of these

11
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transactions will depend on our ability to integrassets and personnel acquired in these transscéipply our internal
control processes to these acquired businessesoapérate with our strategic partners. The expewsered in
consummating acquisitions, partnerships or othpodpnities, the time it takes to integrate an asitjan, or our failur
to integrate businesses successfully, could resulhanticipated expenses and losses. The protegegrating
acquired operations into our existing operationg negult in unforeseen operating difficulties anaymequire
significant financial resources that would otheeni® available for the ongoing development or egjoenof existing
operations. Furthermore, we may not realize theegegr timing of benefits we anticipate when wetfenter a
transaction. Any of these risks could adverselyantur results of operations, financial positiod aash flows.

We may have additional tax liabilities.

We are subject to income taxes and state taxéib iS., as well as numerous foreign jurisdicti@ignificant
judgment is required in determining our worldwideyasion for income taxes. In the ordinary courewr business
there are many transactions and calculations wheraltimate tax determination is uncertain. Altgbwve believe our
tax estimates are reasonable, the final determimati tax audits and any related litigation couddnbaterially different
to that which is reflected in our consolidated fioial statements. Should any tax authority takeesgith our estimate
this could adversely impact our results of operajdinancial position and cash flows.

We are exposed to fluctuationsin foreign currency exchange rates, which may adversely affect our results of
operations.

The Company generates a portion of its revenuesnands some operating costs in currencies otlaar the U.S.
dollar. In addition, the financial position andutts of operations of some of our foreign subsidgare reported in the
relevant local currency and then translated to ddBars at the applicable currency exchange fatenclusion in our
consolidated financial statements. Fluctuationsxichange rates between these foreign currenciethand.S. dollar
will affect the recorded levels of our assets aalilities, to the extent that such figures refléa inclusion of foreign
assets and liabilities which are translated int8.ldollars for presentation in our consolidatedficial statements, as
well as our results of operations.

The primary foreign currencies in which we havehaxge rate fluctuation exposure are the Europeaonlé&uro,
British pound sterling and Swiss franc. We canmouaately predict the nature or extent of futureh@nge rate
variability amongst these currencies or relativehtoU.S. dollar. While the Company takes stepsdoage currency
exposure, including entering into hedging transad] it cannot eliminate all exposure to futurehexge rate
variability. Exchange rates between these curreranmel the U.S. dollar have fluctuated significaimlyecent years and
may continue to do so in the future, which couldeadely impact our results of operations, finanp@dition and cash
flows.

12
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Sharp and unexpected fluctuationsin the cost of our raw materials and energy could adversely affect our profit
margins.

We use a variety of raw materials, chemicals amatggnin our manufacturing and blending processeswbf the raw
materials that we use are derived from petrochdrb@sed feedstocks which can be subject to penbdspid and
significant cost instability. These fluctuationscmst can be caused by political instability inpmbducing nations and
elsewhere, or other factors influencing global syjpmd demand of these materials, over which wes ligtle or no
control. We use long-term contracts (generally vited costs or formula based costs) to help enauadability and
continuity of supply, and to manage the risk ofténsreases. We have entered into hedging arrangsrfe certain
raw materials, but do not typically enter into hiedgarrangements for all raw materials, chemicalsn@rgy costs.
Should the costs of raw materials, chemicals orggniecrease, and should we not be able to pasisese cost
increases to our customers, then profit marginscasti flows from operating activities would be adedy impacted.
Should raw material costs increase significantigntthe Company’s need for working capital couldilsirly increase.
Any of these risks could adversely impact our rssof operations, financial position and cash flows

Failureto implement our common information system platform successfully could adversely affect our ability to
conduct business.

We are continuing with the implementation of a neampany-wide, information system platform. Thetfiolan
provider is well established in the market. Thelengentation will be a phased, risk-managed, sifdoyenent and
follow a multistage user acceptance program wighetkisting platform providing a fallback positidrhere is a risk that
the new information system platform may cost mbentprojected or we may not realize its anticip&tecefits. Either
or a combination, of these factors could adversepact our results of operations, financial positamd cash flows.

Our reliance on a small number of significant stockholders may have a material adverse impact on our stock price.

Approximately 30% of the Company’s common stockeatd by three stockholders. A decision by any esth
stockholders to sell all or a significant parttsffolding in the Company, or a sudden or unexpletitgosition of
Company stock, could result in a significant dezlim the Company’s stock price which could in tadversely impact
our ability to access equity markets which in toowlld adversely impact our results of operatiomsyfcial position an
cash flows.

A disruption in the supply of raw materials or transportation services would have a material adverse impact on our
results of operations.

The transportation industry is in a situation wheupply and demand are currently broadly in balaHosvever, the
chemical industry, in general, is experiencing seigigness in the supply of certain commodity matsr When we
identify a situation where an imbalance may occaus @ccurring in raw materials or transportatienvices we may
build certain
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inventories of strategic importance. Any signifitdrsruption in the supply of either of these coalttéct our ability to
obtain raw materials or transportation servicescaessible costs, if at all, which could adversmlyact our results of
operations, financial position and cash flows.

We facerisksrelated to our foreign operations that may adver sely affect our business.

We serve global markets and accordingly operateitain countries which do not have stable econsmie
governments. Specifically, we trade in countriggegiencing political and economic instability iretMiddle East,
Northern Africa, Asia Pacific, Eastern Europe awodit8 America regions. Our international operatiaressubject t
international business risks including, but notitéd to, unsettled political conditions, risk ofpgmpriation, import and
export restrictions, exchange controls, nationdl r@gional labor strikes, high or unexpected tagesernment
royalties and restrictions on repatriation of eagsior proceeds from liquidated assets of foreudpsisliaries. The
occurrence or imposition of any, or a combinatimirthese factors could adversely impact our regfltsperations,
financial position and cash flows.

Failureto protect our intellectual property rights could adversely affect our future performance and cash flows.

Failure to develop or protect our intellectual prdp rights may result in the loss of valuable teabgies, or us having
to pay other companies for infringing on their Ifgetual property rights. Measures taken by usrtiqet our
intellectual property may be challenged, invalidat@rcumvented or rendered unenforceable. We rsayface patent
infringement claims from our competitors which nragult in substantial litigation costs, claims diamages or a
tarnishing of our reputation even if we are sucte®s defending against these claims, which mayseaour customers
to switch to our competitors. The occurrence of,@mya combination, of these events could adveigsgbact our resuli
of operations, financial position and cash flows.

We are subject to extensive government regulation.

We are subject to regulation by federal, stategllaad foreign government authorities. In someucnstances these
authorities must approve our products, manufaajysnocesses and facilities before we may sell rep@@ducts. Man'
of the Company’s products are required to be reggstwith the U.S. Environmental Protection Ageang with
comparable government agencies in the Europeamlamd elsewhere. We are also subject to ongoirigwswvof our
products, manufacturing processes and facilitiegdsernment authorities including the requirementroduce produ
data.

In order to obtain regulatory approval of certagwrproducts we must, amongst other things, dematestio the
relevant authorities that the product is appropratd effective for its intended uses, and thaargecapable of
manufacturing the product in accordance with applie regulations. This approval process can béycoishe
consuming, and subject to unanticipated and santidelays. Accordingly, we cannot be sure thpt@amls will be
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granted on a timely basis, or at all. Any delaplataining, or any failure to obtain or maintainesl approvals would
adversely affect our ability to introduce new produand to generate income from those produdts pibssible that ne
laws and regulations may be introduced in the &that could result in additional compliance cestd prevent or
inhibit the development, manufacture, distributeord sale of our products. Such outcomes could adiyeimpact our
results of operations, financial position and ciéms.

Legal proceedings and other claims could impose substantial costs on us.

We are occasionally involved in legal proceedirgd tesult from, and are incidental to, the conddictur business,
including employee and product liability claims. \Wave insurance coverage to mitigate anticipatéenal damages
in a wide variety of such proceedings, howeveouif insurance did not adequately cover such clains could
adversely impact our results of operations, finangosition and cash flows.

Unexpected environmental matters and compliance with current or new environmental laws or regulations could
have a substantial adverse impact on our results of operations.

The Company operates a number of manufacturing. N such, it is subject to extensive federatestacal and
foreign environmental, health and safety laws @gilations concerning emissions to the air, digggmato land and
water, and the generation, handling, treatmentiggbsal of hazardous waste and other materialbese sites. The
Company is required to obtain various environmepéamits and licenses, many of which require péciodtification
and renewal, which is not automatic. It is alsostae that new laws and regulations may be intredun the future
that could adversely impact the Company’s costsability to develop, manufacture, distribute aadl products.

The Company’s operations, and the historic openataf companies that have previously operatedtes that the
Company has acquired, pose the risk of environrheatdamination which may result in fines or cri@iisanctions
being imposed against the Company or may requa€timpany to pay material remediation or finesddress the
effects and to remediate this contamination.

The Company further anticipates that certain mastufang facilities may cease production over thelimm to long-
term. On closure of some of our manufacturing oj@ma in the future, we expect to be subject taremmental laws
that will require these facilities to be safely deunissioned and a degree of environmental remedi&ti be
undertaken. The degree of environmental remediaéiquired will depend on the plans for the futuse of the
operating sites that are affected and the envirommhéegislation in force at the time. The Compéag currently made
a decommissioning and remediation provision basetth® Company’s current known obligations, the@paited plans
for those sites and existing environmental legstatShould there be unexpected or unknown contaitioim at these
facilities, or the Company’s future plans for thies or environmental legislation change, thenemirprovisions may
prove inadequate and this could adversely impactesults of operations, financial position andnctiews.
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The inability of counterparties to meet their contractual obligations could have a substantial adverse impact on our
results of operations.

The Company sells a range of Fuel SpecialtiesyAdiihemicals and Octane Additives to major oilnefies and
chemical companies throughout the world. Credittipongoing credit evaluation and account monii@procedures
are used to minimize bad debt risk. Collateralasgenerally required. The Company has in pladeanting facility
with a syndicate of banks. The Company uses derestincluding interest rate swaps, commodity ssveapd foreign
currency forward exchange contracts, in the nocuoatse of business to manage market risks. The @oyngnters int
derivative instruments with a diversified groupnedjor financial institutions in order to manage éx@osure to non-
performance of such instruments.

The Company remains subject to market and cregdis including the ability of counterparties to meetir contractual
obligations and the potential non-performance ainterparties to deliver contracted commoditieseovises at the
contracted price. The inability of counterpartiesreet their contractual obligations could havadwverse impact on
results of operations, financial position and cdehs.

Theterms of our finance facility may restrict our ability to incur additional indebtedness or to otherwise expand our
business.

The Company’s finance facility contains restrictolauses which may constrain our activities andktlour operational
and financial flexibility. The facility obliges thHenders to comply with a request for utilizatidrfinance unless there
an event of default outstanding. Events of defardtdefined in the finance facility and include atenial adverse
change to our assets, operations or financial tiondiThe facility contains a number of restricgahat limit our
ability, amongst other things, and subject to ¢erieited exceptions, to incur additional indelteds, pledge our
assets as security, guarantee obligations of gartdes, make investments, undergo a merger owotidaton, dispose
of assets or materially change our line of business

In addition, the facility requires the Company teehcertain financial ratios defined therein inahgdnet debt to
EBITDA and net interest expense to EBITDA. EBITDAa non-GAAP measure of liquidity defined in theafice
facility. The ability to meet these financial coests depends upon the future successful operagirigrmance of the
business. If the Company fails to meet agreed @i@ucovenants then it would be in technical ddfanber the finance
facility and the maturity of the Company’s outstargddebt could be accelerated unless we were aldbtain waivers
from our lenders. If the Company were found torbdeafault under the finance facility, this couldradsely impact our
results of operations, financial position and cédshs.

Our businessis subject to the risk of manufacturing disruptions, the occurrence of which would adversely affect our
results of operations.

We are subject to hazards common to chemical meatwifag, blending, storage, handling and transpiortancluding
fires, labor strikes or slowdowns, explosions, naedtal failure,
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extreme weather, transportation interruptions, @iat®n, chemical spills and the release or disphaf toxic or
hazardous substances. These hazards could refgsiof life, property damage, environmental conteation and
temporary or permanent manufacturing cessation, Ang combination, of these factors could advgmsepact our
results of operations, financial position and ciéms.

Domestic or international natural disasters or terrorist attacks may disrupt our operations, decrease the demand for
our products or otherwise have an adverse impact on our business.

Chemical related assets, and U.S. corporationsasicirselves, may be at greater risk of futuretist attacks than
other possible targets in the U.S., United Kingdiord throughout the world. Extraordinary events saghatural
disasters may negatively affect local economieduding those of our customers or suppliers. Theigence of such
events cannot be predicted though they can be tsg&x continue to adversely impact the econongeimeral and our
specific markets. The resulting damage from sucevamt could include loss of life, property damagsite closure.
Any, or a combination, of these factors could adelrimpact our results of operations, financiaipon and cash
flows.

Our Octane Additives segment could decline faster than expected.

The remaining sales of the Octane Additives segmenhow concentrated in a relatively small nundferustomers
and therefore could decline with unpredictable titthaand severity and adversely impact the Conmyafuture results
of operations, financial position and cash flowseTCompany expects that it will cease all saléBEif for use in
automotive gasoline in 2013.

ltem 1B Unresolved Staff Comments
None.
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Item 2 Properties

A summary of the Company’s principal propertieshewn in the following table. Each of these praperis owned by

the Company except where otherwise noted:

Location
Littleton, Colorada®

Newark, Delawar®
High Point, North Carolina
Spencer, North Carolir

Ellesmere Port, United Kingdo

Singapore, Singapofg

Widnes, United Kingdom
Herne, German{)
Leuna, German

Vernon, Franci

Zug, Switzerlan

(1) Leased propert
Manufacturing Capacity

We believe that our plants and supply agreemeaetsu#ficient to meet current sales levels. Opegatates of the plan

Reporting Segment

Fuel Specialties and Active Chemicals

Fuel Specialties
Active Chemicals
Active Chemicals

Fuel Specialties, Active Chemicals and Oct
Additives

Fuel Specialties and Active Chemicals

Active Chemicals

Fuel Specialties

Fuel Specialties and Active Chemic
Fuel Specialtie:

Octane Additive:

Operations

Corporate Headquarters
Business Teams
Sales/Administratiol
Sales/Administration

Research & Developme
Manufacturing/Administration
Research & Developme
Manufacturing/Administratiol
Research & Developme
European Headquarte

Business Teams
Sales/Manufacturing/Administration
Research & Development

Fuel Technology Centt
Asia-Pacific Headquarters
Business Teams
Sales/Administratiol
Manufacturing/Administration
Research & Developme
Sales/Manufacturing/Administration
Research & Developme
Sales/Manufacturing/Administratic
Research & Developme
Sales/Manufacturing/Administratic
Research & Developme
Sales/Administratiol

are generally flexible and varied with product raind normal sales swings. We believe that all offacitities are
maintained to appropriate levels and in good opegatondition though there remains an ongoing rfeedapital

investment.
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Item 3 Legal Proceedings

While we are involved from time to time in claimsdalegal proceedings that result from, and aredemtal to, the
conduct of our business including business and cential litigation, employee and product liabilithaens, there are
no other material pending legal proceedings to wkiie Company or any of its subsidiaries is a pantyf which any
of their property is subject, although an advees®aiution of an unexpectedly large number of thediridual items
could in the aggregate have a material adverseteadferesults of operations for a particular yaaguarter.

Item 4 Mine Safety Disclosures
Not applicable
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PART Il

Item 5 Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer
Purchases of Equity Securities

Market Information and Holders

The Company’s common stock is listed on the NASDA(er the symbol “IOSP As of February 10, 2012 there w
approximately 1,251 registered holders of the comstock. The following table shows the closing hagia low prices
of our common stock for each of the last eight tgrar

First Second Third Fourth
Quarter Quarter Quarter Quarter
2011
High $31.9¢ $37.6¢ $35.6¢ $31.4¢
Low $19.1¢ $30.8¢ $21.7¢ $22.3:
2010
High $12.31] $14.5¢ $15.2¢ $22.4(
Low $ 8.6¢ $ 9.3¢ $ 8.6¢ $15.3¢

On December 14, 2011 we entered into a five-yeanlveng credit facility which contains no restrieéi covenants with
respect to dividends and the Company is allowaéparchase its own common stock provided thatésdwmwt affect
compliance with the financial covenants in thisligc

Issuer Purchases of Equity Securities

(c) Total Number

of Shares (d) Approximate
Purchased as Dollar Value of

Part of Shares That

Publicly May Yet Be

(a) Total Number (b) Average Announced Purchased
of Shares Price Paid Plans or Under the Plans

Period Purchased per Share Programs or Programs
Carried forwarc $ 24.8 millior
October 1- October 31, 201 126,22( $ 25.7¢ 126,22( $  21.6 millior
November - November 30, 201 81,71¢ $ 28.6: 81,71¢ $  19.3 millior
December — December 31, 201 103,84: $ 28.9( 103,84 $ 16.3 millior
Total 311,77 $ 27.5¢ 311,77" $ 16.3 millior

Repurchases of common stock are held as treasargsshinless reissued under equity compensatios.plan
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On November 3, 2010 the Company announced th&dhed of Directors had authorized share repurchasdsr Rule
10b5-1 and/or 10b-18 repurchase plans of up to$8lidn of common stock annually in 2010, 2011 &@d2,
dependent on market conditions. The first Rule 1Dlb&purchase program commenced on November 8, 210
September 7, 2011 the Company announced that theel Bb Directors had authorized an increase inesheggurchases
under Rule 10b5-1 and/or 10b-18 repurchase pla@8id from up to $5.0 million of common stock toto$40.0
million of common stock, dependent on market coodg. The Rule 10b5-1 repurchase program undantneased
plan commenced on September 12, 2011 and contimiédecember 31, 2011.

The Company has authorized securities for issuander equity compensation plans. The informatiantaioed in the
table under the heading “Equity Compensation Planffie Proxy Statement is incorporated hereindbgrence. The
current limit for the total amount of shares whaan be issued or awarded under the Company’s figesoption plans
is 2,640,000.

As disclosed in Note 18 of the Notes to the Coxstdid Financial Statements, 195,313 shares of precosommon
stock were transferred to NewMarket Corporatiopa$ of the settlement of the NewMarket Corporatiosl
complaint. These shares, which were taken fronstngastock, were provided to NewMarket in relianpen the
exemption from registration under Section 4(2)hef Eecurities Act of 1933 relating to non-publiteahgs.
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Stock Price Performance Graph

The graph below compares the cumulative total netimiistockholders on the common stock of the Cadam, S&P
500 Index, NASDAQ Composite Index and Russell 20@igx since December 31, 2006, assuming a $10Gtiment
and the re-investment of any dividends thereafter.

Innospee Ing. v S&P 500, NASDAQ Composite and Russell 200 Indices
Total Return to Stockholders since December 31, 2006

=

150

g

WYilue of $100 Investment made December 31, 2006
Ln
=

2006 2007 2008 20049 2010 2011

—8—lmozpec Ine,  —B—=5&P 500  —#—NASDAQ Composite == Russell 2000

Value of $100 Investment made December 31, 2006*

2006 2007 2008 2009 2010 2011

Innospec Inc 100.0C 74.37 26.1z 45.6¢ 92.3: 127.0:
S&P 500 Inde) 100.0C 103.5¢! 63.6¢ 78.62 88.61 88.6i
NASDAQ Composite Inde 100.0C 109.8. 65.2¢ 93.9t 109.8¢ 107.8¢
Russell 2000 Inde 100.0C  97.2¢ 63.41 79.4C 99.4¢ 94.0;

* Excludes purchase commissions
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ltem 6 Selected Financial Date
FINANCIAL HIGHLIGHTS

(in millions, except financial ratios, share and pe

share data) 2011 2010
Summary of performance
Net sales $ 774.¢ $ 683.-
Impairment of Octane Additives segment good (2.0 (2.2
Operating incom: 49.€ 72.2
Income before income tax 52.€ 70.7
Income taxe: 3.7 3.C
Net income 48.¢ 73.7
Net income attributable to the r-controlling interes 0.C 0.C
Net income attributable to Innospec i 48.€ 73.7
Net cash provided by operating activit 34.7 58.2
Financial position at year end
Total asset 568.¢ 549.¢
Long-term debt (including current portio 35.C 47.C
Cash and cash equivalents, and «-term investment 81.C 111.c
Stockholder equity $ 343.1 $ 300.7
Financial ratios
Net income attributable to Innospec Inc. as a peegge of sale 6.3 10.¢
Effective tax rate as a percent&?) 7.C 4.2
Current ratic®@ 2.2 2.C
Share data
Earnings per share attributable to Innospec
- Basic $ 2.07 $ 3.1C
— Diluted $ 1.9¢ $ 2.97
Dividend paid per shai $ 0.0C $ 0.0C
Shares outstanding (basic, thousai
— At year enc 23,041 23,70:
— Average during yee 23,56¢ 23,75¢
Closing stock prict
— High $ 37.6¢ $ 22.4(
- Low $ 19.1¢ $ 8.6¢
— At year enc $ 28.07 $ 20.4(

(1) The effective tax rate is calculated as a percentdgncome before income tax

(2) Currentratio is defined as current assets divimedurrent liabilities
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2009 2008
$ 598.F $ 640.5
2.2) (3.7)
20.7 43.€
18.2 18.¢
(11.9 (6.9)
6.4 12.€
0.0 (0.1)
6.4 12.
87.4 14.4
543.] 4947
51.C 73.C
68.€ 13.¢
$ 157.¢ $ 229.
1.1 2.
65.C 33.
1.6 1.4
$ 0.27 $ 0.52
$ 0.2¢ $ 0.51
$ 0.0F $ 0.1C
23,66+ 23,59¢
23,64: 23,59¢
$ 15.6: $ 25.2¢
$ 2.7¢ $ 4.5¢
$ 10.0¢ $ 5.8¢

2007

$ 602.¢
(12.7)
47.¢
47.¢
(18.2)
29.€
(0.7)
29.5
47.¢

551.1
81.C
24.¢

$ 271.°F

$ 1.2t
$ 1.1¢
$ 0.0¢

23,771
23,92(

$ 31.82
$ 16.2¢
$ 17.1¢
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QUARTERLY SUMMARY (UNAUDITED) (see Note 4 below)

First Second Third Fourth
Quarter Quarter Quarter Quarter
(in millions, except per share data
2011
Net sales $185.c $186.5 $202.1 $200.t
Gross profit 52.¢ 58.1 57.1 57.¢
Operating income/(los: 23.¢ 22.4 (20.2) 23.t
Net income/(loss® 21.t 24.¢ (16.9) 19.¢
Net cash provided by operating activit $ 5.7 $ 5.8 $ 94 $ 13.6
Per common shar
Earnings/(loss— basic $ 0.91 $ 1.04 $(0.7]) $ 0.8t
—diluted® $ 0.8¢ $ 1.0C $ (0.77) $ 0.8z
2010
Net sales $163.5 $168.4 $174.( $177.3
Gross profit 51.4 54.C 54.€ 54.1
Operating incom: 11.2 24.¢ 20.€ 15.2
Net income® 7.4 12.C 30.C 24.¢
Net cash provided by operating activit $ 84 $ 12.C $ 22.C $ 15.¢
Per common shar
Earnings— basic $ 0.31 $ 0.5C $ 1.2¢ $ 1.0z
— diluted $ 0.3C $ 0.4¢ $ 1.2C $ 0.9¢
NOTES

(1) Inview of the fact that a net loss of $(16.8) ioill was made in the third quarter, 2011, the basétdiluted loss per common share
the same for this quarte

(2) Special items, before tax, during the year endeckBer 31, 2011 comprised the followil

First Second Third Fourth

Quarter Quarter Quarter Quarter
(in millions)
2011
Civil complaint settlemer $ 0C $ 0C $(45.0 $ 0C
Foreign currency exchange gains/(los: 5.5 7.8 4.3 (2.€)
Civil complaint legal and professional expen (1.0 (3.0 (1.5 0.C
Adjustment of income tax provisiol (0.2) 0.C (3.2 (0.9
Acquisitior-related cost 0.C 0.C (3.0 0.C
Restructuring charg 0.C 0.C 0.C (0.6)
Pension charg $ (0.2) $ (0.7 $ (0.1 $ (0.2)
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QUARTERLY SUMMARY (UNAUDITED) (continued)

(3) Special items, before tax, during the year endeceBer 31, 2010 comprised the followil

First Second
Quarter Quarter
(in millions)
2010
OFFP/FCPA settlement accrt $ 3.C $ 0C
OFFP/FCPA legal and professional exper 3.9 0.C
Civil complaint legal and professional expen 0.C 0.C
Retention bonuse 0.C 0.C
Pension charg (3.9 (2.7
Restructuring charg (8.2 0.3
Foreign currency exchange (losses)/qgi (0.2 (10.9
Adjustment of income tax provisiol $ 0.C $ 5.C

Third Fourth
Quarter Quarter
$ 0.C $ 0.C
0.C 0.C
1.0 (3.2)
0.C (2.9
(2.9) (2.9
0.C (0.2)
11.€ 2.€
$ 4.2 $ 3.C

(4) During the second quarter of 2011, the Companyseglthe classification of certain amortizationrdgfingible assets expenses ir

results for 2011 and comparable information for@@reviously, these expenses were disclosed selyandthin operating
expenses. This has no impact on 2011 or any peinogs’ reported net sales, income before incomestanet income, earnings per share,

net cash provided by operating activities or arlgfige sheet category. The classification of expepns&1.2 million for the three months

ended March 31, 2011, and $4.7 million for the yeradted December 31, 2010, with respect to amadizaf intangible assets has been

revised from operating expenses to an increasests ©of goods sold of $0.8 million and $3.1 millioespectively, and an increase in

selling expenses of $0.4 million and $1.6 millioespectively. The impact on gross profit and sgllgeneral and administrative expenses

for the previously reported quarters is providetble

2011
First
Quarter
(in millions)
Previously reported
Gross profil $ 53.¢
SG&A expense (23.¢)
Amortization of intangible asse (1.2)
Revised classificatior
Gross profil 52.¢
SG&A expense $ (24.0
2010
First Second Third Fourth
Quarter Quarter Quarter Quarter Full
Year
Previously reported
Gross profil $ 52.2 $ 54.7 $ 55.4 $ 54.¢ $217.2
SG&A expense (26.9) (23.7) (28.2) (33.]) (111.9)
Amortization of intangible asse (1.2 (1.2 (1.2 (1.2 4.7
Revised classificatior
Gross profil 51.¢ 54.C 54.¢ 54.1 214.1
SG&A expense $(27.9) $(24.7) $(28.6) $(33.5) $(113.9)
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Item 7 Managemen’s Discussion and Analysis of Financial Condition ahResults of
Operations

This discussion should be read in conjunction with consolidated financial statements and the rtbegto.
CRITICAL ACCOUNTING ESTIMATES

Note 2 of the Notes to the Consolidated Finandale®nents includes a summary of the significanbacting policies
and methods used in the preparation of the coraelidfinancial statements.

Contingencies

We are subject to legal, regulatory and other prdogys and claims. The Company discloses informatamcerning
contingent liabilities in respect of these claims @roceedings for which an unfavorable outconmase than remote
and the potential loss could materially impact @sults of operations, financial position and cdshs. We recognize
liabilities for these claims and proceedings whas probable that the Company has incurred adassthe amount of
the loss can be reasonably estimated and to faielgent, in conjunction with the disclosures okthmatters in our
consolidated financial statements, managementis gieour exposure. We review outstanding claims aoteedings
with external counsel as appropriate to assessapiitly and estimates of loss. The Company willogatize within
selling, general and administrative expenses ditiakelated to claims and proceedings at suctetas an unfavorable
outcome becomes probable and the amount can beneddg estimated. When the reasonable estimateaisge, the
recognized liability will be the best estimate witlthe range. If no amount in the range is a besémate than any
other amount then the minimum amount of the ranigjeoe/ recognized. The Company recognizes its legal other
related professional expenses within selling, gareard administrative expenses as and when theias=st course of
action is committed to.

We re-evaluate these assessments each quartenewasd significant information becomes availdbldetermine
whether a liability should be recognized or if axysting liability should be adjusted. The actuastoof ultimately
resolving a claim or proceeding may be substagtdifferent from the amount of the recognized ligypi In addition,
because it is not permissible to recognize a ligthiintil the loss is both probable and estimalriesome cases there
may be insufficient time to recognize a liabilitsigr to the actual incurrence of the loss (upordietrand judgment at
trial, for example, or in the case of a quickly aggted settlement).

Environmental Liabilities

Remediation provisions at December 31, 2011 amduot&27.1 million and relate principally to oudddmere Port
site in the United Kingdom. We recognize, at faitue, environmental liabilities when they are piadbaand costs can
be reasonably estimated, and asset retirementatibiig when there is a legal obligation and cosislie reasonably
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estimated. The Company has to anticipate the pmogfavork required and the associated future exgaecbsts, and
has to comply with environmental legislation in tkeéevant countries in which it operates or hagaigel in. The
Company views the costs of vacating our Ellesmer¢ dite as a contingent liability because themipresent
intention to exit the site. The Company has furttetermined that, due to the uncertain produciof€EL, particularly
in the market for aviation gasoline, there exisishsuncertainty as to the probability and timingo€h cash flows that
it is not possible to estimate them sufficientlijaiely to recognize a provision.

Pensions

The Company maintains a defined benefit pension fitee “Plan”) covering a number of its current dodner
employees in the United Kingdom, although it ddes &dave other much smaller pension arrangemeitkteib.S. and
overseas. The Plan is closed to future servicauatbut has a large number of deferred and cupemsioners. A full
triennial actuarial valuation of the Plan was perfed as at December 31, 2008 and an update pedamat
December 31, 2011, the results of which are redtbat these consolidated financial statements.

Movements in the underlying plan asset value anfeBted Benefit Obligation (“PBO”) are dependentaatual return
on investments as well as our assumptions in régihéice discount rate, annual member mortalitgsatuture return
on assets, future pension increases and futuaioril A change in any one of these assumptionklagoypact the plan
asset value, PBO and pension charge recognizé@ im¢ome statement. Such changes could adversphct our
results of operations and financial position. AS3@2change in the discount rate assumption wouldgdthe PBO by
approximately $20 million and the net pension ckdoy 2012 by approximately $0.5 million. A 0.25%ange in the
level of price inflation assumption would change BBO by approximately $16 million and the net p@amsharge for
2012 by approximately $1.9 million.

Further disclosure is provided in Note 6 of the@¢ato the Consolidated Financial Statements.
Deferred Tax and Uncertain Income Tax Positions

At December 31, 2011, we had a valuation allowaggregating $7.5 million against part of our foreigx credit
carry forwards within deferred tax. The valuatidiowwance requires an assessment of both negativ@asitive
evidence when measuring the need for a valuatiowahce. Objective evidence, such as operatindtseguring the
most recent periods, is given more weight thanesypectations of future profitability, which are erently uncertain.
Management believes there are uncertainties aratwether all the foreign tax credit carry forwards de utilized in
future periods and this represents sufficient negatvidence to require a partial valuation alloe&an

No deferred taxes have been provided for the urttednearnings of our overseas subsidiaries asaanlyasis
differences relating to investments in these o seibsidiaries are considered to be permanentation.
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The calculation of our tax liabilities involves éwating uncertainties in the application of compiax regulations. We
recognize liabilities for anticipated tax auditues based on our estimate of whether, and thetexterhich, additional
taxes will be required. If we ultimately determiih@at payment of these amounts is unnecessary,weeseethe liability
and recognize a tax benefit during the period iictvive determine that the liability is no longecassary.

We also recognize tax benefits to the extent thatmore likely than not that our positions wiél Bustained, based on
technical merits, when challenged by the taxingpauties. To the extent that we prevail in matferswhich liabilities
have been established, or are required to pay amouexcess of our liabilities, our effective tate in a given period
may be materially affected. An unfavorable taxleetent may require cash payments and result in@ease in our
effective tax rate in the year of resolution. Adeable tax settlement may be recognized as a rieductour effective
tax rate in the year of resolution. We report iestiand penalties related to uncertain income ¢akipns as income
taxes. For additional information regarding undartacome tax positions see Note 7 of the NotetéoConsolidated
Financial Statements.

Goodwill

The Company’s reporting units, the level at whidodwill is tested for impairment, are consisterttwthe reportable
segments: Fuel Specialties, Active Chemicals andri@cAdditives. All of the components in each seginf@cluding
products, markets and competitors) have similanecoc characteristics and therefore the segmefiextéhe lowest
level at which operations and cash flows can barlelistinguished, operationally and for finanaigborting purposes,
from the rest of the Company. The Company testslgolbannually for impairment, or between yeargvents occur ¢
circumstances change which suggest that an impairmay have occurred.

The Company elected to perform its annual testespect of Fuel Specialties and Active Chemicatsdgall as at
December 31 each year. In reviewing for any impairhcharge the fair value of the reporting segmargsstimated
using an after tax cash flow methodology based anagement’s best available estimates at that fiime key
assumptions underpinning these calculations indutlge revenue growth, gross margins and the Cagipaveighted
average cost of capital. At December 31, 2011 vee#1#8.8 million and $30.1 million of goodwill réilag to our Fuel
Specialties and Active Chemicals segments, resfadygtiAt this date we performed annual impairmests and
concluded that there had been no impairment be¢hasestimated fair values of those reporting segsngubstantially
exceeded the carrying values.

In light of the continuing decline in the Octaneditd/es market globally, as the Company makes s#l€xctane
Additives in each quarter, the remaining sales@mesponding cash flows that can be derived ftoerQctane
Additives segment are reduced, and accordinglyaineralue of the Octane Additives segment is redu@ds a result,
the Company determined that quarterly impairmeststbe performed from January 1, 2004 and any imggat charge

28



Table of Contents

arising be recognized in the relevant quarter. Assalt of the Octane Additives impairment testsgened during
2011, 2010 and 2009 impairment charges of $2.0anjl$2.2 million and $2.2 million, respectivelyg\e been
recognized. These charges are non-cash in natdreaae no impact on taxation. In 2011 some of #seli@ptions and
estimates underpinning the Octane Additives segulisnbunted cash flows were revised as part optamning
processes although the methodology was unchangedeTrevisions had no material impact on the reypaof
goodwill. The most significant revisions were titeg Company’s weighted average cost of capitalechasged to
reflect the changing proportion of debt to equitpding of the Company and effective October 1, 2@i4 Company
extended its estimate for the future life of thaade Additives segment from December 31, 2012 tweber 31,
2013. There is $2.6 million of goodwill remaining@ecember 31, 2011 which relates to the Octanatidd segment
and equates to the fair value of the goodwill at thate. Given the quantum and predictability efréamaining future
cash flows from the Octane Additives segment then@any expects goodwill impairment charges to begezed in
the income statement on an approximate strdigbatbasis to December 31, 2013. However, sincedimaining sales
the Octane Additives segment are concentratedefatively small number of customers, there isrdrerent risk that
they could decline with unpredictable volatilitycaseverity resulting in an accelerated impairmérnihe Octane
Additives segment goodwill as the forecast discedrmash flows from that segment would be reduced.

We believe that the assumptions used in our arandgijuarterly impairment tests are reasonableghbtithey are
judgmental, and that variations in any of the agsttons may result in materially different calcutats of impairmen
charges, if any.

Intangible Assets, Net of Amortization

At December 31, 2011 we had $17.7 million of inthtes that are discussed in Note 9 of the NotekedConsolidated
Financial Statements. These intangible asseter@atll of our reporting segments and are beingraped straightine
over periods of up to 13 years. We continually sssee markets and products related to these iblasgas well as
their specific carrying values, and have concluithed these carrying values and amortization peniedsin
appropriate. We also evaluate these intangiblearfgrpotential impairment when events occur orueiistances chan
which suggest that an impairment may have occutfeyents occur or circumstances change it mageaueduction
in periods over which these intangibles are amedtiar result in a non-cash impairment of a portibthe intangibles’
carrying value. A reduction in amortization periodsuld have no effect on cash flows.
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RESULTS OF OPERATIONS

The following table provides operating income byaging segment:

(in millions)

Net sales

Fuel Specialtie
Active Chemicals
Octane Additive:

Gross profit
Fuel Specialtie
Active Chemicals
Octane Additive:

Operating income
Fuel Specialtie
Active Chemicals
Octane Additive:
Pension charg
Corporate cost
Restructuring charg

Impairment of Octane Additives segment good

Profit on disposal, ne

Total operating incom

30

2011 2010 2009

$ 521.c $ 458.1 $ 422.7
177.( 152.7 130.:
76.2 72.4 45.€

$ 774. $ 683.c $ 598.
$ 149.: $ 145.¢ $ 146.(
40.€ 33.7 26.C
36.E 34.¢ 14.2

$ 226. $ 214.1 $ 186.
$ 81.7 $ 77.¢€ $ 81.4
22.€ 16.7 8.8
(22.4) 25.€ (44.%)
(0.5) (10.9) (6.4)
(29.2) (26.9) (13.9)
(0.€) (8.7) (2.9)
(2.0) (2.2) (2.2)
0.C 0.1 0.C

$ 49 $ 72z $ 20.7
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Results of Operations — Fiscal 2011 compared to [esl 2010:

2011 2010 Change
(in millions, except ratios)
Net sales
Fuel Specialtie $ 521.2 $ 458.] $ 63.1 +14%
Active Chemicals 177.( 1527 24.: +1€%
Octane Additive: 76.2 72.4 3.8 +5%
$ 7744 $ 683.2 $ 91.Z +13%
Gross profit
Fuel Specialtie $ 149.: $ 145.¢ $ 34 +2%
Active Chemicals 40.€ 33.c 7.2 +22%
Octane Additive: 36.5 34.¢ 1.€ +5%
$ 226.4 $ 214.] $ 12.5 +6%
Gross margin (%)
Fuel Specialtie 28.6 31.8 -3.2
Active Chemicals 22.9 21.8 1.1
Octane Additive: 47.9 48.2 -0.3
Aggregate 29.2 31.3 -2.1
Operating expense:
Fuel Specialtie $ (67.6) $ (68.9) $ 0.7 -1%
Active Chemicals (18.0) (16.€) (1.4 +8%
Octane Additive: (58.9) (9.1 (49.9) n/e
Pension charg (0.5 (10.§) 10.2 -95%
Corporate cost (29.29) (26.9) (2.9 +11%

$(174.5  $(131) $ (43 +33%

Fuel Specialties

Net salesthe table below details the components which caoseghe year on year change in net sales spreassabm®
markets in which we operate:

Americas EMEA ASPAC Avtel Total
Change (%)

Volume -2 +7 -9 +13 +1

Price and product mi +11 +9 +13 +8 +11
Exchange rate 0 +5 +1 0 +2
+9 +21 +5 +21 +14

Gross marginthe year on year decrease of 3.2 percentage pwintarily reflected a higher proportion of sales of
lower margin products and the competitive pressarenargins resulting from increased raw materiatxo

Operating expensethe year on year decrease of 1%, or $0.7 millicas mwrimarily due to the release of an accrual in
respect of an old customer claim in the first geraof 2011. The
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release offsets increases in operating expenset® dugher licensing costs and the adverse implfcreign currency
exchange rates on our European cost base denothindieiropean Union euro and British pound sterling

Active Chemicals

Net salesthe table below details the components which caoseghe year on year change in net sales spreassabm
markets in which we operate:

Americas EMEA ASPAC Total

Change (%)
Volume -7 -2 +12 -2
Price and product mi +14 +15 +13 +14
Exchange rate +1 +6 +3 +4
+8 +19 +28 +1€

Gross marginthe year on year increase of 1.1 percentage pafiected the continued improvement across the
markets, especially our Polymers business, degmteompetitive pressures on margins resulting firmreased raw
material costs.

Operating expenseghe year on year increase of 8%, or $1.4 millioasvess than the 16% growth in sales as we
continued to leverage the infrastructure of thignsent.

Octane Additives

Net salesincreased by 5% with increased volumes (up 4 pgrgerpoints) and an improved sales mix (up 3 p¢age
points) offset by reduced revenue from our envirental remediation business (down 2 percentageg)ointboth
2011 and 2010, sales were focused in the Middlé &watsNorthern Africa.

Gross margindecreased marginally by 0.3 percentage points #8r2% to 47.9%.

Operating expensesxcluding the impacts of the $45.0 million NewMarmrporation civil complaint settlement in
2011 and the $3.0 million adjustment to the settienaccrual related to OFFP and FCPA investigaiio2910, the
year on year increase was $1.8 million, or 15%marily due to higher legal and other professioxalemses.

Other Income Statement Captions

Pension chargethis non-cash charge decreased by $10.3 millic®®t6 million reflecting the reduction in the pensio
liability and the near elimination of the servigestsince the Company closed the United Kingdormddfbenefit
pension plan to future service accrual with effemtn March 31, 2010.

Corporate costswere $29.2 million, compared with $26.3 million @ay ago. Excluding acquisition-related costs of
$3.0 million in 2011 and a $3.9 million charge foe probable cost of the Company’s external compéamonitor in
2010, the year on year increase of $3.8 milliomaprily reflected higher accruals for share basedpEnsation
expense, driven by the substantial year on yearmisur stock price.
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Restructuring chargewas comprised of the following:

201C

(in millions) 2011
Reduction in EMEA headcou $0.7 $0.E
Release of an accrual in respect of the relocati@aU.S. sales and administration faci (0.1 0.C
Pension curtailmer 0.C 8.2
$0.€ $8.7

The Company closed its United Kingdom defined biepeinsion plan to future service accrual with effieom
March 31, 2010 and accordingly we recorded a naf-cartailment loss of $8.2 million in the firstagter of 2010.

Impairment of Octane Additives segment goodwas $2.0 million and $2.2 million in 2011 and 20d€xpectively.
Effective October 1, 2011, we updated the estimagesl in the detailed forecast model to calculagairment charges
to reflect the Company’s extended estimate forftire life of our Octane Additives segment fromcBmber 31, 2012
to December 31, 2013, resulting in a lower charge.

Profit on disposal, netin 2010 the Company recognized $0.1 million priufitowing the disposal of surplus real est:

Other net incomeof $6.3 million was comprised of $6.5 million oftrfereign currency exchange gains and gains on
translation of net assets denominated in non-fanaticurrencies in our European businesses, adilion sundry
other expenses. In 2010, other net income of $8libmrelated to net foreign currency exchangengai

Interest expense, nethe net interest expense, including amortizatiodesérred finance costs, has decreased from $4.
million to $3.3 million due to the lower level oébt in 2011 and the deferred finance costs becofuaitygamortized in
the third quarter of 2011.

Income taxe: the effective tax rate was 7.0% and (4.2)% in1284d 2010, respectively. The effective tax rateeo
adjusted for the NewMarket Corporation civil comptasettlement, adjustment of income tax provisiand for the
OFFP and FCPA settlement accrual, was 15.8% in 206ffpared with 13.6% in 2010.

(in millions, except ratios) 2011 2010
Income before income tax $52.€ $70.7
Add back NewMarket Corporation civil complaint $sttent 45.C 0.C
Add back OFFP/FCPA settlement acct 0.C (3.0
$97.€ $67.7
Income taxe: $ 3.7 $(3.0)
Add back tax on NewMarket Corporation civil complasettlemen 15.7 0.C
Add back adjustment of income tax provisic (4.0 12.2
$15.4 $ 9.2
Adjusted effective tax rai 15.8% 13.6%
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In addition to those mentioned above, the followiagtors had a significant impact on the Compaseyfsctive tax rate
as compared to the U.S. federal income tax raB5%4:

(in millions) 2011 2010
Foreign tax rate differenti $ (9.9 $(9.5)
Foreign income inclusior 10.7 5.C
Foreign tax credit (13.5) (5.0
Tax deductibility of the OFFP/FCPA settlement aet 0.C (2.0
Deferred tax credit from United Kingdom income take reductior $ (2.5 $(1.2)

The impact on the effective tax rate from profésreed in foreign jurisdictions with lower tax rateswies as the
geographical mix of the Company’s profits changesryon year. In 2011, the Company’s income tax es@éenefited
from a greater proportion of its overall profitssamg in Switzerland than in 2010, primarily refileg increased sales in
our Octane Additives segment due to the timinghgfments to major customers. This resulted in af $8llion

benefit in Switzerland (2010 — $6.5 million). Indiiibon, there was a $0.1 million benefit in relatito the United
Kingdom (2010 — $3.2 million) and a $0.9 millionrwdit in relation to Germany (2010 — $0.0 million).

Foreign income inclusions arise each year fromagetypes of income earned overseas being taxaiolerl).S. tax
regulations. These types of income include Suldpartome, principally from foreign based companigsan the
United Kingdom, including the associated Sectiontad8gross up, and also from the income earnectligia overseas
subsidiaries taxable under the U.S. tax regim@0Ihl, the amount of Subpart F income and the aagocEection 78
gross up amounted to $3.0 million (2010 — $2.1lion). The income earned by certain overseas sugditaxable
under the U.S. tax regime reduced to $2.0 millimmf $2.9 million in 2010. In addition, a dividen@im an overseas
subsidiary, remitted to the U.S., increased forémgome inclusions by $5.5 million during 2011 (G4 $0.0 million).

Foreign tax credits can fully or partially offsaese incremental U.S. taxes from foreign incomkugions. The
utilization of foreign tax credits varies year agay as this is dependent on a number of variabterawhich are
difficult to predict and may in certain years prevany offset of foreign tax credits. During 20ah, additional $6.1
million of foreign tax credit carry forwards werermgrated, primarily due to the overseas dividendtted to the U.S.
in the year. This increase in foreign tax creditgéorwards and accompanying extension of expraperiod has
allowed the recognition of a further $9.4 milliohforeign tax credit carry forwards as compare§207 million in
2010.

Following the United Kingdom’s 2% reduction in tb@rporation tax rate from 27% to 25% in April 20&Pacted in
July 2011, the Company benefited from a net dedeta credit of $2.5 million in the third quarter2011 primarily in
respect of pension plan unrecognized actuaridiosses.

Further details are given in Note 7 of the NotegheoConsolidated Financial Statements.
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Results of Operations — Fiscal 2010 compared to €&l 2009:

(in millions, except ratios) 2010 2009 Change

Net sales

Fuel Specialtie $ 458.1 $422.7 $ 354 +8%

Active Chemicals 152.7 130.Z 22.F +17%

Octane Additive: 72.4 45.¢ 26.€ +5%%
$ 683.2 $ 598.t $ 84.1 +14%

Gross profit

Fuel Specialtie $ 145.¢ $ 146.( $ (0.3 0%

Active Chemicals 33.c 26.C T +28%

Octane Additive: 34.¢ 14.2 20.7 +14€%
$214.] $ 186.2 $ 27.¢ +15%

Gross margin (%)

Fuel Specialtie 31.8 34.5 -2.7

Active Chemicals 21.8 20.0 +1.8

Octane Additive: 48.2 31.1 +17.1

Aggregate 31.3 31.1 +0.2

Operating expense:

Fuel Specialtie $ (68.9) $ (64.€) $ (3.7 +6%

Active Chemicals (16.€) (17.2) 0.€ -3%

Octane Additive: (9.1 (59.0) 49.¢ -85%

Pension charg (10.¢) (6.4) (4.9 +69%

Corporate cost (26.9) (13.9) (13.0 +98%
$(131.]) $(160.5) $ 29.4 -18%

Fuel Specialties

Net salesthe table below details the components which caseghe year on year change in net sales spreassabm
markets in which we operate:

Americas EMEA ASPAC Avtel Total

Change (%)
Volume +6 +8 +7E +8 +15
Price and product mi -1 +2 -37 +4 -4
Exchange rate 0 -7 -1 0 -3
+5 +3 +37 +12 +8

Gross marginthe year on year decrease of 2.7 percentage pwintarily reflected the competitive pressure on
margins as raw material costs increased in 2018.Was partially offset by the impact of higher gias within our
Avtel business from increased TEL manufacturingiuaés on the fixed cost base on the TEL manufagsite.
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Operating expensethe year on year increase of 6% was less than%hgr8wth in sales as we continued to leverage
the infrastructure of this segment. In additioeréhwere 3% higher research and development expémsepport this
developing segment and increased legal and otb&gmional expenses.

Active Chemicals

Net salesthe table below details the components which caoseghe year on year change in net sales spreassabm
markets in which we operate:

Americas EMEA ASPAC Total

Change (%)
Volume +1¢ -1 +7 +7
Price and product mi +7 +15 +17 +12
Exchange rate -1 -4 -2 -2
+25 +1C +22 +17

Gross marginthe year on year increase of 1.8 percentage pafiected the improved performance from our Persona
Care and Polymers businesses, which suffered fiaon giemand in 2009, despite the competitive pressoin margins
as raw material costs increased in 2010.

Operating expenseghe year on year reduction of 3% or $0.6 milliorsvaghieved despite the 17% sales growth and
28% increase in research and development expamsepport this developing segment, primarily duthtofavorable
impact of exchange rates on our European costdraséght cost control.

Octane Additives

Net salesincreased by 59% due to increased volumes (up A piEge points), as a result of the timing of st@pts
to major customers, and an improved sales mix @upekcentage points). In both 2010 and 2009 sades fecused in
the Middle East and Northern Africa.

Gross marginthe year on year increase of 17.1 percentage paimsrily reflected the increased TEL manufactgrin
volumes on the fixed cost base on the TEL manufengisite.

Operating expensesxcluding the impact of the $12.9 million OFFP &©@PA legal and other professional expenses
and $40.2 million accrual for the OFFP and FCPAlesgient in 2009, and $3.0 million adjustment to ithlated
settlement accrual in 2010, the year on year iseré@aoperating expenses was $6.2 million duedeeased selling
costs and higher legal and other professional esgsen

Other Income Statement Captions

Pension chargethis non-cash charge increased by $4.4 millionl®.& million primarily reflecting the requiremenmt i
2010 to amortize actuarial net losses, offset byridar elimination of the service cost since them@any closed the
United Kingdom defined benefit pension plan to fatservice accrual with effect from March 31, 2010.
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Corporate costsincreased by $13.0 million due to a $3.9 milliormxde in the first quarter of 2010 for probable fatu
independent corporate compliance monitor expensastbe next three years. In 2009 corporate costaded a $2.4
million gain on stock options forfeited upon resatjon of the Compang’'former CEO and a $2.5 million benefit fror
prior years’ United Kingdom sales tax settlememxcli&ding these items, corporate costs were $22libmicompared
with $18.2 million a year ago, reflecting the higlpersonnel-related costs, including retention Isesyand the
increased cost of alternative pension arrangenielhtsving the closure of the United Kingdom definleenefit pension
plan to future service accrual with effect from ka1, 2010.

Restructuring chargewas comprised of the following:

201C 200¢
(in millions)
Pension curtailmer $8.2 $0.C
Reduction in EMEA headcou 0.t 0.2
Separation agreement with the former C 0.C 1.3
Relocation of a U.S. sales and administration itstc 0.C 0.7
Dissolution costs related to a r-trading foreign subsidiar 0.C 0.4
United Kingdom site clearan: 0.C 0.1

$8.7 $2.8

The Company closed its United Kingdom defined biepeinsion plan to future service accrual with effieom
March 31, 2010 and accordingly we recorded a naf-cartailment loss of $8.2 million in the firstagter of 2010.

Impairment of Octane Additives segment goodwas $2.2 million in both 2010 and 2009.
Profit on disposalin 2010 the Company recognized $0.1 million priafitowing the disposal of surplus real estate.

Other net incomeof $3.1 million in 2010 related to net foreign @mcy exchange gains. In 2009 other net income of
$3.6 million related to $3.5 million of net foreigarrency exchange gains and $0.1 million of surdingr income.

Interest expense, nedecreased from $6.0 million to $4.6 million duehe lower level of debt in 2010 and the
accelerated write-off of $0.2 million of unamortizdeferred finance costs in 2009.

Income taxesthe effective tax rate was (4.2)% and 65.0% in 281@ 2009 respectively. The effective tax rategonc
adjusted for the OFFP and FCPA settlement accnéhbdjustment of income tax provisions, was 13.6%010
compared with 24.3% in 2009.
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(in millions, except ratios) 2010 2009
Income before income tax $70.7 $18.2
Add back OFFP/FCPA settlement accr (3.0 40.2
$67.7 $58.5
Income taxe: $(3.0) $11.€
Add back adjustment of income tax provisit 12.2 2.2
$ 9.2 $14.2
Adjusted effective tax rat 13.6% 24.2%

In addition to those mentioned above, the followiagtors had a significant impact on the Compaseyfsctive tax rate
as compared to the U.S. federal income tax raB5%4:

(in millions) 2010 2009
Foreign tax rate differenti $(9.5) $(3.4)
Foreign income inclusior 5.C 4.2
Foreign tax credit (5.0 (3.4)
Tax deductibility of the OFFP/FCPA settlement aet (2.0 0.C
Deferred tax credit from United Kingdom income take reductior $(1.1) $0.C

The impact on the effective tax rate from profésreed in foreign jurisdictions with lower tax rateswies as the
geographical mix of the Company’s profits changesryon year. In 2010, the Company’s income tax es@pbéenefited
from a greater proportion of its overall profitssang in Switzerland and the United Kingdom thar2009, primarily
reflecting substantially increased sales in oura@etAdditives segment due to the timing of shipmémimajor
customers. This resulted in a $6.5 million benieftBwitzerland (2009 — $1.2 million) and a $3.2liil benefit in the
United Kingdom (2009 — $2.1 million).

Foreign income inclusions arise each year fromagetiypes of income earned overseas being taxaiolerl).S. tax
regulations. These types of income include Suldpartome, principally from foreign based companigsan the
United Kingdom, including the associated Sectiontad8gross up, and also from the income earnectligia overseas
subsidiaries taxable under the U.S. tax regim@010, the amount of Subpart F income and the astgocEection 78
gross up amounted to $2.1 million (2009 — $2.5iam). The income for 2009 included a oo#-+ecapture of Subpart
income from earlier years relating to the Unitedddom of $0.9 million; and income from the IsleMén of $0.2
million which is not treated as Subpart F inconmrfrJanuary 1, 2010 onwards. The income earnedrgirt@verseas
subsidiaries taxable under the U.S. tax regimesamzd to $2.9 million from $1.7 million in 2009.

Foreign tax credits can fully or partially offsaese incremental U.S. taxes from foreign incomkugions. The
utilization of foreign tax credits varies year agay as this is dependent on a number of variabter&awhich are
difficult to predict and may in certain
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years prevent any offset of foreign tax creditse phincipal reason for the increase in foreigndiaedits in 2010 arises
from the release of a $2.7 million valuation allewa against surplus foreign tax credits carried/éwd from 2009 and
earlier years.

In 2010 the Company benefited from the revisedragsion that an element of the OFFP and FCPA setth¢raccrual
should have been tax deductible. Following the &thKingdom’s 1% reduction in the corporation tabe fom 28% to
27% in April 2011, enacted in July 2010, the Complaanefited from a net deferred tax credit in thedtquarter of
2010 primarily in respect of pension plan unrecegdiactuarial net losses.

Further details are given in Note 7 of the NotegheoConsolidated Financial Statements.
LIQUIDITY AND FINANCIAL CONDITION
Working Capital

The Company believes that adjusted working capatalpn-GAAP financial measure, provides usefulrimfation to
investors and may assist them in evaluating theg@@amryis underlying performance and identifying opi@gatrends. In
addition, management uses this non-GAAP financedsare internally to allocate resources and evathat
performance of the Company’s operations.

(in millions) 2011 2010

Total current asse $ 320.2 $321.¢
Total current liabilities (146.0 (158.9
Working capital 174 163.(
Less cash and cash equivale (76.2) (207.0)
Less shorterm investment (4.9 (4.2
Add back accrued income tax 2.C 6.1
Add back current portion of lo-term debt 5.C 15.C
Add back current portion of plant closure provis: 4.1 3.6
Add back current portion of unrecognized tax bda: 3.2 2.2
Add back current portion of deferred inco 1.4 0.1
Adjusted working capite $ 109.( $ 79.C

In 2011 our adjusted working capital increased 8§.8 million (defined by the Company as trade ati@ioaccounts
receivable, inventories, prepaid expenses, accqaysble and the current portion of accrued liabdirather than total
current assets less total current liabilities). $6.2 million increase in trade and other accoueteivable was
primarily due to increased trading. The $13.6 willincrease in inventories was focused in our Bpelcialties and
Active Chemicals segments following the decisiobudd certain product inventories of strategic ortance, offset by
reductions in Octane Additives due to the timinglopments.

39



Table of Contents

Cash

At December 31, 2011 and 2010 we had cash andecpstalents of $76.2 million and $107.1 millionspectively, of
which $74.1 million and $104.9 million, respectiyelvas held by non-U.S. subsidiaries principallyhia United
Kingdom. The Company is in a position to controlefter or not to repatriate foreign earnings busdu# need to and
does not expect to make a further repatriatioménforeseeable future and hence has not providddtiore income
taxes on the cash held by foreign subsidiarie®atth we will continue to monitor this position.

Short-term investments
At December 31, 2011 and 2010 we had short-termsitmvents of $4.8 million and $4.2 million, respesy.
Debt

On December 14, 2011, we entered into a five-y@avlving credit facility which provides for borromgs by us of up
to $100.0 million. The facility carries an intereate based on U.S. LIBOR plus a margin of betwie86% and 2.25%
which is dependant on the Company’s ratio of nét ttke EBITDA. EBITDA is a non-GAAP measure of liglity
defined in the finance facility. The facility cae drawn down until it expires on December 14, 2846 may be drawn
down in full in the U.S. We repaid the previousafice facility, which was due to expire on Febru&rg012, upon
entering into the new facility.

The Company’s finance facility contains restrictolauses which may constrain our activities andktlour operational
and financial flexibility. The facility obliges thHenders to comply with a request for utilizatidrfinance unless there
an event of default outstanding. Events of defardtdefined in the finance facility and include atenial adverse
change to our assets, operations or financial tiondiThe facility contains a number of restricgahat limit our
ability, amongst other things, and subject to ¢erieited exceptions, to incur additional indelteds, pledge our
assets as security, guarantee obligations of gartes, make investments, undergo a merger owotidation, dispose
of assets, or materially change our line of busines

In addition, the facility also contains terms whidibreached, would result in it becoming repagadsh demand. It
requires, among other matters, compliance withftmencial covenant ratios measured on a quartex$ysb These
requirements are (1) the ratio of net debt to EBATdDall not be greater than 2.5:1 and (2) the rafti&eBITDA to net
interest shall not be less than 4.0:1. Managemaentbtermined that the Company has not breached togenants
throughout the period to December 31, 2011 andagpe not breach these covenants for the nextdrhm. The
finance facility is secured by a number of fixedl dloating charges over certain assets which irekely operating sit
of the Company and its subsidiaries.

As at December 31, 2011, the Company had $20.@milif debt outstanding under its finance facility.
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On September 13, 2011, the Company settled the Neld¥l Corporation civil complaint. The settlemegteeement
included the Company issuing a $15.0 million prazoig note to NewMarket Corporation payable in tregeal annue
installments (carrying simple interest at 1% pearwan), the first installment of which is due on Sapber 10, 2012.

The debt maturity profile as at December 31, 2@1set out below:

(in millions)
2012 $ 5.C
2013 5.C
2014 5.C
2015 0.C
2016 20.C
35.C
Current portion of lon-term debr (5.0
Long-term debt, net of current portic $30.C

Outlook

At December 31, 2011, the Company had cash, cashadgnts and shoterm investments of $81.0 million and deb
$35.0 million resulting in net cash of $46.0 mitlio

The Company expects to fund its operations ovkzaat the next 12 months from a combination of afieg cash flow
and its new revolving credit facility. Under thesifity we have the ability to draw down up to $1@nillion, of which
$20.0 million was drawn down at December 31, 2@bllpng as we are in compliance with all financ@aenants
therein.

Contractual Commitments

The following represents contractual commitment®etember 31, 2011 and the effect of those obbtigaton future
cash flows:

Thereafter
(in millions) Total 2012 20114 201t-16
Operating activitie:
OFFP/FCPA paymen $ 11.7 $ 8.2 $ 34 $ 0.C $ 0.C
Compliance monito 2.8 1.2 1.t 0.C 0.C
Planned funding of pension obligatic 51.€ 9.C 21.4 21.4 0.C
Remediation paymen 27.1 3.€ 8.1 1.€ 13.t
Severance paymer 1.t 0.t 1.C 0.C 0.C
Operating lease commitmer 4.6 1.2 1.7 0.€ 1Le
Raw material purchase obligatic 12.5 5.C 7.5 0.C 0.C
Interest payments on de 3.2 0.7 1.2 1.2 0.C
Investing activities
Capital commitment 0.¢ 0.€ 0.C 0.C 0.C
Financing activitie:
Long-term debt obligation 35.C 5.C 10.C 20.C 0.C
Total $151.¢ $35.¢€ $ 55.¢ $ 455 $ 14F
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Operating activities

Following resolution of certain government inveatigns and other matters, further details of wiaigd given in Note
18 of the Notes to the Consolidated Financial &tatgs, the Company is committed to paying finesafiees and
disgorgements over a period of four years commegn2@1.0; and probable future compliance monitor agpe until
2013.

The amounts related to the pension plan referddikily levels of Company funding of the Unitedngdom defined
benefit pension plan (the “Plan”). The Plan is ebb$o future service accrual but has a large nummbeéeferred and
current pensioners. The Company expects its armasal contribution to be $9.0 million in 2012 an® $1million in
2013-16. It is not meaningful to predict an amaalfiter five years since there are numerous uncégaimcluding
future return on assets, pension increases aratiorfl

Remediation payments represent those cash flowsht& ompany is currently obligated to pay in ezgf current
and former facilities. It does not include any detmnary remediation costs that the Company mawsé to incur.

Severance payments represent those cash flowthéh&@ompany is currently obligated to pay in respéseverance
costs associated with exit or disposal activitied post employment benefits.

Operating lease commitments relate primarily ticefépace, motor vehicles and various items of agermnd office
equipment which are expected to be renewed andaeglin the normal course of business.

Raw material purchase obligations relate to cettaigterm raw material contracts which have been entetedoy the
Company that stipulate fixed or minimum quantite®e purchased; fixed, minimum, or variable casvsions; and
the approximate timing of the transaction. Purclwsdmgations exclude agreements that are cancelatieut penalty.

The Company uses interest rate swaps to hedgesagia@nrisk from variable interest rates on cered@ments of its
long-term debt. The estimated payments includetertable above reflect the variable interest aharglongterm deb
obligations and the effect of the interest ratepsv&stimated commitment fees are also includedraatkest income is
excluded.

Due to the uncertainty regarding the nature ofatadtits, particularly those which are not currenithglerway, it is not
meaningful to predict the outcome of obligationated to unrecognized tax benefits. Further disol®ss provided in
Note 7 of the Notes to the Consolidated Finandiale®nents

Investing activities

Capital commitments relate to certain capital ptgehat the Company has committed to undertake.
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Financing activities

On December 14, 2011, we entered into a five-y@awlving credit facility which provides for borromgs by us of up
to $100.0 million. The facility can be drawn dowmtiliit expires on December 14, 2016. At Decembker2911, $20.0
million was drawn under the revolving credit fagili

On September 13, 2011, the Company settled the Neld¥l Corporation civil complaint. The settlemegtesement
included the Company issuing a $15.0 million praroig note to NewMarket Corporation payable in tregeal annue
installments (carrying simple interest at 1% pearuan), the first installment of which is due on Sepber 10, 2012.

Environmental Matters and Plant Closures

The Company is subject to environmental laws imfthe countries in which it operates. Under dgarémvironmental
laws the Company is responsible for the remediatfdmzardous substances or wastes at currenttyroerly owned
or operated properties.

Most of our manufacturing operations have been gotedl outside the U.S. and, therefore, any lighgértaining to th
investigation and remediation of contaminated pripeis likely to be determined under non-U.S..law

We evaluate costs for remediation, decontaminaiahdemolition projects on a regular basis. Fulgion is made
for those costs to which we are committed underrenmental laws. Full provision has been made tierdacommitted
costs of $27.1 million at December 31, 2011. Exjtenel against provisions was $3.1 million, $2.7limil and $1.5
million in the years 2011, 2010 and 2009, respebtiv

Total severance expenditure was $0.7 million, $0illon and $2.1 million in the years 2011, 201@&009,
respectively.
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ltem 7A Quantitative and Qualitative Disclosures About Market Risk

The Company uses floating rate debt to financgldbal operations. The Company is subject to bgsimisks inherent
in non-U.S. activities, including political and emmic uncertainty, import and export limitationadamarket risk
related to changes in interest rates and foreigrenay exchange rates. The political and econoiskks rare mitigated
by the stability of the countries in which the Camp’s largest operations are located. Credit lingtsyoing credit
evaluation and account monitoring procedures agd ts minimize bad debt risk. Collateral is noteratly required.

The Company uses derivatives, including interdst savaps, commodity swaps and foreign currencydoivexchange
contracts, in the normal course of business to ganaarket risks. The derivatives used in hedginiyities are
considered risk management tools and are not usdthfling purposes. In addition, the Company entdo derivative
instruments with a diversified group of major fical institutions in order to manage the exposaredn-performance
of such instruments. The Company’s objective in agamg the exposure to changes in interest ratesliimit the
impact of such changes on earnings and cash flad$calower overall borrowing costs. The Comparopgective in
managing the exposure to changes in foreign cuyrerchange rates is to reduce volatility on earsiaugd cash flows
associated with such changes.

The Company offers fixed prices for some long-teates contracts. As manufacturing and raw mateoistis are
subject to variability the Company uses commodigss to hedge the cost of some raw materials #aiscing
volatility on earnings and cash flows. The derwesi are considered risk management tools and aresad for trading
purposes. The Company’s objective is to managexpesure to fluctuating costs of raw materials.

Interest Rate Risk

The Company uses interest rate swaps to manageshtate exposure. As at December 31, 2011 thep@oyrhad
cash, cash equivalents and short-term investmé&®8100 million, no bank overdraft and long-ternbtief

$35.0 million (including current portion). Long-terdebt comprises a new revolving credit facilityiethprovides for
borrowings by us of up to $100.0 million and a $&illion promissory note to NewMarket Corporatidine facility
carries an interest rate based on U.S. LIBOR plmsugyin of between 1.50% and 2.25% which is depatnaiathe
Company’s ratio of net debt to EBITDA. EBITDA imnan-GAAP measure of liquidity defined in the finarfecility.
The promissory note carries simple interest at #apnum. At December 31, 2011, $20.0 million waswveh under th
revolving credit facility. As management does nqtext the facility to be drawn down in the longatethe Company
has not entered into interest rate swap agreenrergfation to this.

On the basis that interest on $15.0 million of$88&.0 million long-term debt (including current pon) is fixed and
that the Company would receive interest on the@®8&fiillion positive cash balances and short-ternegtments, then
the interest payable on unhedged debt
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is more than offset by the interest receivable agitfve cash balances and short-term investmemts @ross basis,
assuming no additional interest on the cash bataacd short-term investments, a hypothetical absacliange of 1%
in U.S. base interest rates on the unhedged deiz®mO million for a one-year period would impaet mcome and
cash flows by approximately $0.2 million before.t®n a net basis, assuming additional intereshercash balances
and short-term investments, a hypothetical absaliémge of 1% in U.S. base interest rates for ayeae period would
impact net income and cash flows by approximatély $nillion before tax.

The above does not consider the effect of inteneskchange rate changes on overall activity naragament action to
mitigate such changes.

Exchange Rate Risk

The Company generates an element of its revenukmenrs some operating costs in currencies otieer the U.S.
dollar. The reporting currency of the Company & thS. dollar.

The Company evaluates the functional currency ol @aporting unit according to the economic envinent in which
it operates. Several major subsidiaries of the Gommwperating outside of the U.S. have the U.Sadak their
functional currency due to the nature of the marketwvhich they operate. In addition, the finangiasition and results
of operations of some of our foreign subsidiariesraported in the relevant local currency and tnanslated to U.S.
dollars at the applicable currency exchange ratenfibusion in our consolidated financial statensent

The primary foreign currencies in which we havehexge rate fluctuation exposure are the Europeaonléuro,
British pound sterling and Swiss franc. Changesxithange rates between these foreign currenciethand.S. dollar
will affect the recorded levels of our assets aalbilities, to the extent that such figures refléa inclusion of foreign
assets and liabilities which are translated int8.ldollars for presentation in our consolidatedficial statements, as
well as our results of operations.

The Company’s objective in managing the exposufergn currency fluctuations is to reduce earsiagd cash flow
volatility associated with foreign currency ratenges. Accordingly, the Company enters into varoargracts that
change in value as foreign currency exchange chi@sge to protect the U.S. dollar value of its taxisforeign
currency denominated assets, liabilities, commitsyeand cash flows. The Company also uses foreigemcy forwari
exchange contracts to offset a portion of the Camigeexposure to certain foreign currency denoneidaevenues so
that gains and losses on these contracts offsagelsan the U.S. dollar value of the related faneigrrency
denominated revenues. The objective of the hedgiogram is to reduce earnings and cash flow vaiatglated to
changes in foreign currency exchange rates.

The trading of our Fuel Specialties and Active Cluaits reporting segments is inherently naturallgides and
accordingly changes in exchange rates would notdgterial to our
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earnings or financial position. The cost base of@ctane Additives reporting segment and corparasts, however,
are largely denominated in British pound sterliach% strengthening in the U.S. dollar against Bhtpound sterling
would increase reported operating income by apprately $3.0 million for a one-year period excludthg impact of
any foreign currency forward exchange contracts.

Where a 5% strengthening of the U.S. dollar has lised as an illustration, a 5% weakening woulehpeected to ha
the opposite effect on operating income.

Raw Material Cost Risk

We use a variety of raw materials, chemicals amatggnin our manufacturing and blending processeswbf the raw
materials that we use are derived from petrochdrb@sed feedstocks which can be subject to penbdspid and
significant cost instability. These fluctuationscmst can be caused by political instability inpmbducing nations and
elsewhere, or other factors influencing global $ymd demand of these materials, over which wes mavor little
control. We use long-term contracts (generally ited costs or formula based costs) to help enauadability and
continuity of supply, and to manage the risk ofténsreases. We have entered into hedging arrangsrfe certain
raw materials, but do not typically enter into hiedgarrangements for all raw materials, chemicalsrergy costs.
Should the costs of raw materials, chemicals orggniecrease, and should we not be able to pasisese cost
increases to our customers, then operating maagidsash flows from operating activities would deeasely
impacted. Should raw material costs increase sagmifly, then the Company’s need for working cdpitauld similarly
increase. Any of these risks could adversely impactresults of operations, financial position aagh flows.
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Item 8 Financial Statements and Supplementary Dat
Report of Independent Registered Public AccourfEimg
To the Board of Directors and Stockholders of Innggec Inc.:

We have audited the accompanying consolidated balsimeet of Innospec Inc. and its subsidiariesg'dpec”) as of
December 31, 2011, and the related consolidatéehstats of income, comprehensive income/(loss)aacdmulated
other comprehensive loss, cash flows and stockrsildquity for the year then ended. We also havited Innospec’s
internal control over financial reporting as of Betoer 31, 2011, based on criteria establishédt@mnal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatofise Treadway Commission (COSO).
Innospec’s management is responsible for theseotidated financial statements, for maintaining effifee internal
control over financial reporting, and for its assaent of the effectiveness of internal control dusaincial reporting,
included in “Management’s Report on Internal Con@wuer Financial Reporting” appearing in item 9Atbé Form 10-
K. Our responsibility is to express an opinion bese consolidated financial statements and anapon the
Company'’s internal control over financial reportingsed on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBigqUnited
States). Those standards require that we plan erdrp the audits to obtain reasonable assuranmet ahether the
financial statements are free of material misstatérand whether effective internal control oveafinial reporting was
maintained in all material respects. Our audithef ¢onsolidated financial statements included exergj on a test
basis, evidence supporting the amounts and disessa the financial statements, assessing theuatiog principles
used and significant estimates made by managemmahievaluating the overall financial statement gméstion. Our
audit of internal control over financial reportimgluded obtaining an understanding of internaltcdrover financial
reporting, assessing the risk that a material weskexists, and testing and evaluating the desigmoperating
effectiveness of internal control based on thesssskrisk. Our audits also included performing satbler procedures
we considered necessary in the circumstances. Weydé¢hat our audits provide a reasonable basisdo opinions.

A company’s internal control over financial repogiis a process designed to provide reasonablesmssuregarding
the reliability of financial reporting and the pegption of financial statements for external pugsos accordance with
generally accepted accounting principles. A comfsimgernal control over financial reporting inckslthose policies
and procedures that (1) pertain to the maintenahoecords that, in reasonable detail, accuratedi/fairly reflect the
transactions and dispositions of the assets aahgany; (2) provide reasonable assurance thatactions are
recorded as necessary to permit preparation ofi¢iahstatements in accordance with generally gedepccounting
principles, and that receipts and expenditureb®@icbmpany are being made only in accordance withoazations of
management and directors of the company; and (B)ge reasonable assurance regarding preventibmely
detection of unauthorized acquisition, use, or aigon of the companyg’assets that could have a material effect o
financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements.
Also, projections of any evaluation of effectivesiés future periods are subject to the risk thatrais may become
inadequate because of changes in conditions, bthtbalegree of compliance with the policies orcpdures may
deteriorate.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all mateespects, the
financial position of Innospec as of December 3,12 and the results of its operations and its 8as¥s for the year
then ended, in conformity with U.S. generally adedpaccounting principles. Also in our opinion, dispec maintainel
in all material respects, effective internal cohtreer financial reporting as of December 31, 20ddsed on criteria
established imnternal Control — Integrated Frameworgsued by the Committee of Sponsoring Organizatidrike
Treadway Commission.

/s KPMG Audit Plc
Manchester, United Kingdom
February 17, 2012
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Report of Independent Registered Public Accourfimm
To the Board of Directors and Stockholders of Innggec Inc.:

In our opinion, the accompanying consolidated badasheet as of December 31, 2010 and the relatedlidated
statements of income, stockholders’ equity, comgmetve income/(loss) and accumulated other compsaeloss,
and cash flows for each of two years in the peeioded December 31, 2010 present fairly, in all nedteespects, the
financial position of Innospec Inc. and its subsidis at December 31, 2010, and the results aof dpeirations and the
cash flows for each of the two years in the peaended December 31, 2010, in conformity with acciognprinciples
generally accepted in the United States of Amefit@se financial statements are the responsilofithe Company’s
management. Our responsibility is to express aniopion these financial statements based on outsaiide
conducted our audits of these statements in aceoedaith the standards of the Public Company ActingrOversight
Board (United States). Those standards requirentbailan and perform the audit to obtain reasonasdeirance about
whether the financial statements are free of maltarisstatement. An audit includes examining, ¢@sabasis, eviden
supporting the amounts and disclosures in the filshstatements, assessing the accounting prirscyged and
significant estimates made by management, and &waduthe overall financial statement presentatie.believe that
our audits provide a reasonable basis for our opini

/sl PricewaterhouseCoopers LLP
Manchester, United Kingdom
February 18, 2011
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CONSOLIDATED STATEMENTS OF INCOME
(in_millions, except share and per share data

Net sales
Cost of goods sol

Gross profit

Operating expense
Selling, general and administrati
Research and developme
Restructuring charg

Impairment of Octane Additives segment good

Profit on disposal, ne
Total operating expens:
Operating incom:

Other net incom:

Interest expens
Interest incom

Income before income tax
Income taxe:

Net income

Earnings per shar
Basic

Diluted

Weighted average shares outstanding (in thousa
Basic

Diluted

Dividend declared per common sh

Years ended December 3

2011 2010 2009

$ 774.¢ $ 683.c $ 598.t

(548.0) (469.7) (412.9)
226.2 214.1 186.:
(155.9) (113.5) (144.9)
(18.9) (17.6) (16.4)
(0.6) (8.7) (2.9)
(2.0) (2.2) (2.2)
0.C 0.1 0.C
(176.9) (141.9) (165.)
49.¢€ 72.2 20.7
6.3 3.1 3.6
(3.9 (5.1) (6.9)
0.6 0. 0.3
52.€ 70.7 18.2
(3.7) 3.C (11.9)

$ 48.C $ 73.7 $ 64

$ 2.07 $ 3.1C $ 0.27

$ 1.9¢ $ 2.97 $ 0.2¢

23,56¢ 23,75¢ 23,64:

24,52( 24,81« 24,714

$ 0.0C $ 0.0C $ 0.0t

The accompanying notes are an integral part obteegements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME/(LO SS)

(in_millions )
Total comprehensive income/(loss) for the years ead December 3: 2011 2010 2009
Net income $ 48.C $ 73.7 $ 64
Changes in cumulative translation adjustr (3.9 (15.6) 6.€
Changes in unrealized gains/(losses) on derivatsteuments, net of tax o

$0.3 million, $0.0 million and $(0.9) million, resgtively (0.7 0.C 2.3
Amortization of actuarial net losses, net of tax$(d.1) million, $(1.4)

million and $0.0 million, respective| 0.2 3.8 0.C
Gain on pension plan amendment, net of tax of 80ln, $(4.8) million

and $0.0 million, respective 0.C 12.2 0.C
Deferred taxew. @ (2.€) (2.3 0.C
Amortization of prior service credit, net of tax$®@.4 million, $0.3 million

and $0.0 million, respective (0.9 (0.€) 0.C
Actuarial net gains/(losses) arising during theryeat of tax of $(6.6)

million, $(26.6) million and $35.0 million, respaatly 19.5 71.€ (89.9)
Total comprehensive income/(los $ 60.F $ 143.2 $ (74.5)

ACCUMULATED OTHER COMPREHENSIVE LOSS

(in_millions )
Accumulated other comprehensive loss for the yeaended
December 31 2011 2010 2009
Cumulative translation adjustme $ (421 $(382 $(22.¢
Unrealized gains on derivative instruments, neagfof $0.0 million, $(0.3)

million and $(0.3) million, respectivel 0.2 0.¢ 0.¢
Unrecognized actuarial net losses, net of tax 6f@Gillion, $34.9 million

and $69.7 million, respective (78.7) (94.9) (179.9
Accumulated other comprehensive I $(120.00  $(131.¢)  $(201.)

(1) Impact on deferred taxes of a change in thecat®d tax rate on the unrecognized actuarialosses of $164.6 million (net of deferred
taxes of $64.1 million) previously recognized ih@&t comprehensive los

(2) Impact on deferred taxes of a change in thecat®d tax rate on the unrecognized actuarialosses of $94.8 million (net of deferred
taxes of $35.1 million) previously recognized ih@&t comprehensive los

The accompanying notes are an integral part obtbgements.
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CONSOLIDATED BALANCE SHEETS
(in_millions, except share and per share data

Assets
Current assett
Cash and cash equivalel
Shor-term investment
Trade and other accounts receivable (less alloveaotc$2.0 and $2.1, respective
Inventories (less allowances of $6.6 and $5.0,aetsyely):
Finished good
Work in progres:
Raw material

Total inventories
Prepaid expense¢

Total current asse

Property, plant and equipme
Goodwill

Intangible assel

Deferred finance cos
Deferred tax asse

Pension asst

Other nor-current assel

Total asset

Liabilities and Stockholde’ Equity

Current liabilities:
Accounts payabl
Current portion of accrued liabilitie
Accrued income taxe
Current portion of lon-term deb
Current portion of plant closure provisic
Current portion of unrecognized tax bene
Current portion of deferred incon

Total current liabilities

Accrued liabilities, net of current portic
Long-term debt, net of current portic

Plant closure provisions, net of current port
Unrecognized tax benefits, net of current por
Deferred tax liabilitie:

Pension liability

Other nor-current liabilities

Deferred income, net of current porti
Commitments and contingenci

Stockholder’ Equity

Common stock, $0.01 par value, authorized 40,0@sb@res, issued 29,554,500 shi
Additional paic-in capital

Treasury stock (6,507,081 and 5,851,298 sharessatrespectively

Retained earning

Accumulated other comprehensive |

Total stockholder equity

Total liabilities and stockholde’ equity

At December 31

2011

135.¢

320.<
45.¢
141.¢
17.7
1.7
19.7
21.4
0.6

$ 568.¢

$ 53.c
77.C
2.0

4.1
3.2
14

146.(
4.9
30.C
24.t
9.4
2.9
6.3
0.8
0.9
0.C

0.3
291.F
(88.1)
259.4
(120.0)

343.1

$ 568.¢

2010

$ 107.1

321.¢
48.7
143.¢
19.C
0.t
13.€
0.C
1.¢

$ 549.¢

$ 45.¢
85.1
6.1
15.C
3.9

2.2

0.1

158.¢
13.€
32.C
23.¢
6.4
11
11.7
0.t
0.6
0.C

0.2
286.:
(64.5)
210.F

(131.6)

300.7

$ 549.¢



The accompanying notes are an integral part obtbgements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in_millions )

Years ended December 3

2011 2010 2009
Cash Flows from Operating Activiti¢
Net income $ 48¢ $ 737 $ 6.4
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic 14.4 15.4 18.¢
Impairment of Octane Additives segment good' 2.C 2.2 2.2
Deferred taxe (4.0 (14.9) (2.9
Profit on disposal of property, plant and equipmest 0.C (0.2) 0.C
Non-cash issue of promissory note in civil complairitlement 15.C 0.C 0.C
Non-cash issue of treasury stock in civil complaintleetent 5.C 0.C 0.C
Changes in working capite
Trade and other accounts receive (15.5 4.8 1.2
Inventories (14.9) (2.3 18.¢
Prepaid expenst 0.C (0.2 0.t
Accounts payable and accrued liabilit (13.7) (11.5) 53.1
Excess tax benefit from stock based payment arraagts (1.2 0.C (0.2)
Accrued income taxe (4.7 (0.7 16.5
Movement on plant closure provisio 11 (0.9 i1z
Cash contributions to defined benefit pension | (9.5 (15.¢) (6.2
Non-cash expense of defined benefit pension 1.C 19.C 6.4
Stock option compensatic 3.1 0.8 1kt
Movements on other n-current assets and liabiliti 6.2 (12.2) (30.5)
Net cash provided by operating activit 34.7 58.2 87.2
Cash Flows from Investing Activitie
Capital expenditure (7.0 (8.9 (7.2)
Capitalization of internally developed software aider cost: (3.0 0.C 0.C
Proceeds on disposal of property, plant and equip 0.C 0.2 0.C
Purchase of shc-term investment (5.0 (7.5 0.C
Sale of sho-term investment 4.4 3.3 0.C
Net cash (used in) investing activiti (10.7) (12.¢) (7.2
Cash Flows from Financing Activitie
Net receipt/(repayment) of revolving credit fagil 13.C 6.C (17.0
Repayment of term log (40.0 (10.0 (55.0
Receipt of term loa 0.C 0.C 50.C
Refinancing cost 1.7 0.C (3.7
Excess tax benefit from stock based payment arraags 1.1 0.C 0.1
Dividend paid 0.C 0.C (1.2
Issue of treasury stoc 0.7 0.2 0.2
Repurchase of common sta (28.]) (2.7 0.C
Net cash (used in) financing activiti (55.0) (6.5 (26.€)
Effect of foreign currency exchange rate changesast 0.1 (0.9 1.1
Net change in cash and cash equival (30.€ 38.t 54.7
Cash and cash equivalents at beginning of 107.1 68.€ 13.¢
Cash and cash equivalents at end of $ 76.2 $ 107.1 $ 68.

Amortization of deferred finance costs of $0.5 il (2010 — $1.4 million, 2009 — $2.0 million) ftre year are included in depreciation and
amortization in the cash flow statement but inries¢ expense in the income statement. Cash payfresaipts in respect of income taxes and
interest are disclosed in Note 7 and Note 13, ictisfedy.



The accompanying notes are an integral part obtbgements.
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(in millions)
) Accumulated
Additional Retainec Other Total
Common Treasury ] Comprehensive Stockholders’
Paid-In Earnings
Stock Capital Stock Loss Equity

Balance at December 31, 2C $ 0.3 $ 282F $ (64.9 $ 131. $ (120.29) $ 229.%
Net income 6.4 6.4
Dividend ($0.05 per shar 1.2 1.2)
Changes in cumulative translation

adjustmen 6.6 6.€
Changes in unrealized gains/(loss¢

on derivative instruments, net o

tax 2.3 2.3
Treasury stock rissued (0.2 0.7 0.t
Stock option compensatic 305 305
Actuarial net losses arising during

year, net of ta: (89.9) (89.9)
Balance at December 31, 2C $ 0.3 $ 285.¢ $ (64.2 $ 136.¢ $ (201.7) $ 157.¢
Net income 73.7 73.7
Changes in cumulative translation

adjustmen (15.¢) (15.¢)
Changes in unrealized gains/(loss

on derivative instruments, net of

tax 0.C 0.C
Treasury stock rissued 2.1 2.1
Treasury stock repurchas (2.7 (2.7
Stock option compensatic 0.t 0.t
Amortization of actuarial net losses,

net of tax 3.8 3.8
Gain on pension plan amendment,

of tax 12.5 12.2
Deferred taxe® (2.3 (2.9
Amortization of prior service credi

net of tax (0.6) (0.6)
Actuarial net gains arising during t

year, net of ta: 71.¢ 71.¢
Balance at December 31, 2C $ 0.3 $ 286. $ (64.9) $ 210t $ (131.6) $ 300.7
Net income 48.¢ 48.¢
Changes in cumulative translati

adjustmen (3.9 (3.9)
Changes in unrealized gains/(loss

on derivative instruments, net of

tax (0.7) (0.7)
Treasury stock rissued 0.¢ 4.8 5.7
Treasury stock repurchas (28.]) (28.1)
Stock option compensatic 4.3 4.3
Amortization of actuarial net losse

net of tax 0.2 0.2
Deferred taxe @ (2.6) (2.€)
Amortization of prior service credi

net of tax (0.9 (0.9
Actuarial net gains arising during t

year, net of ta: 19.5 19.t
Balance at December 31, 2C $ 0.3 $ 291t $ (88.]) $ 259. $ (120.0 $ 343.1




(1) Impact on deferred taxes of a change in thecat®d tax rate on the unrecognized actuarialosses of $164.6 million (net of deferred
taxes of $64.1 million) previously recognized ih@t comprehensive los

(2) Impact on deferred taxes of a change in the adsaciax rate on the unrecognized actuarial neekes $94.8 million (net of deferre
taxes of $35.1 million) previously recognized ih@&t comprehensive los

The accompanying notes are an integral part obtbgements.
54



Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Nature of Operations

Innospec develops, manufactures, blends and mdtedtadditives, personal care and fragrance prisdared other
specialty chemicals. Our products are sold primaailoil refineries, personal care and fragranaaganies, and other
chemical and industrial companies throughout thddv®ur fuel additives help improve fuel efficigndoost engine
performance and reduce harmful emissions. Our ajtechemicals provide effective technology-basadtsons for
our customers’ processes or products focused iRéigonal Care; Household, Industrial & Instituéibrand Fragrance
Ingredients markets. Principal product lines ambreable segments are Fuel Specialties, Active @amand Octane
Additives.

See Note 3 for financial information on the Compamgportable segments.

Certain revisions have been made, as of and foyedheended December 31, 2011, to the accountidgliaclosure of
our defined benefit pension plan covering a nunab@ur German employees. These revisions haveteesin a $0.4
million benefit, net of tax of $0.2 million, to thecome statement for the year ended December(31l, i respect of
actuarial net losses for the two years ended Deee3th 2010 previously recognized in the incomeestant. Prior
year comparatives have not been conformed to duyesn classifications.

Note 2. Accounting Policies

Basis of preparationThe consolidated financial statements have begraped in accordance with generally accepted
accounting principles in the United States of Am@m’nd include all subsidiaries of the Company whiee Company
has a controlling financial interest. All signifitaintercompany accounts and balances have beamated upon
consolidation. All acquisitions are accounted feparchases and the results of operations of tpgirad businesses ¢
included in the consolidated financial statemeramfthe date of acquisition.

Use of estimatesthe preparation of the consolidated financial stetets, in accordance with generally accepted
accounting principles in the United States of Am&rrequires management to make estimates and pissnsithat
affect the amounts reported in the consolidateghionl statements and accompanying notes. Actaaltsecould differ
from those estimates.

Cash equivalentdnvestment securities with maturities of three nherr less when purchased are considered to be
cash equivalents.

Short-term investmentivestment securities with maturities of more tBamnonths and less than 12 months when
purchased are considered to be short-term inves¢men

Trade and other accounts receivablégie Company records trade and other accounts eddeiat net realizable value
and maintains allowances for customers not maleqgired
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payments. The Company determines the adequaciowfaaices by periodically evaluating each custoraeeivable
considering our customer’s financial condition,ditéistory and current economic conditions.

Inventories:Inventories are stated at the lower of cost (FIF€hod) or net realizable value. Cost includes nedtgr
labor and an appropriate proportion of plant ovadse The Company accrues volume discounts wher@iibbable th:
the required volume will be attained and the am@antbe reasonably estimated. The discounts avedext as a
reduction in the cost of materials based on pregpurchases over the period of the agreementiores are adjuste
for estimated obsolescence and written down toesaizable value based on estimates of future ddraad market
conditions.

Property, plant and equipmerProperty, plant and equipment are stated at cestdecumulated depreciation.
Depreciation is provided over the estimated udefat of the assets using the straight-line metudis allocated
between cost of goods sold and operating expefbescost of additions and improvements are capédli
Maintenance and repairs are charged to expense=n Afsets are sold or retired the associated mostc@umulated
depreciation are removed from the consolidatechfiie statements and any related gain or los<isdied in earnings.
The estimated useful lives of the major classetepfeciable assets are as follows:

Buildings 7 to 25 yeal
Equipment 3t0 10 yeal

Goodwill and other intangible asset§&oodwill and other intangible assets deemed @ vadefinite lives are not
amortized but are subject to at least annual impexit tests based on projected post-tax cash flisgsuhted at the
Company’s weighted average cost of capital. Theialhmeasurement date for impairment testing ofythedwill
relating to the Fuel Specialties and Active Chemsisagments is December 31. At this date we peddramnual
impairment tests and concluded that there had beempairment of goodwill in respect of those repmy segments.
Octane Additives segment goodwill is tested foramment at the end of each quarter. As expectedehkne in the
Octane Additives market has resulted in quartengdirment charges being incurred from the firstropraof 2004
onwards. It is highly likely that further quartediharges will be incurred in future years as theketacontinues to
decline. The Company capitalizes software developroests, including licenses, subsequent to trebgshment of
technological feasibility. Other intangible ass#¢emed to have finite lives, including softwarea@epment costs and
licenses, are amortized using the straight-linengebver their estimated useful lives and testechy potential
impairment when events occur or circumstances ahargch suggest that an impairment may have ocgurre

Deferred finance costThe costs relating to debt financing are capitdlizeparately disclosed in the consolidated
balance sheets and amortized using the effectteecist method over the expected life of the deiatriting facility.
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Impairment of lon-lived assets The Company reviews the carrying value of itghtined assets, including buildings
and equipment, whenever changes in circumstanggesuthat the carrying values may be impairedrdier to
facilitate this test the Company groups togetheewsat the lowest possible level for which casv ihformation is
available. Undiscounted future cash flows expetta@sult from the assets are compared with theicgrvalue of the
assets and if they are lower an impairment loss lbeaecognized. The amount of the impairment leske difference
between the fair value and the carrying value efabsets. Fair values are determined using posatdxflows
discounted at the Company’s weighted average ¢astptal.

Derivative instrumentsThe Company uses various derivative instrumentsidiveg forward currency contracts,
options, interest rate swaps and commodity swapsattage certain exposures. These instruments aeednnto unde
the Company’s corporate risk management policyitormze exposure and are not for speculative trggurposes.
The Company recognizes all derivatives as eitharaqurent assets or liabilities in the consoliddtathnce sheet and
measures those instruments at fair value. Changée ifair value of derivatives that are not deatgd as hedges, or do
not meet the requirements for hedge accountingea@gnized in earnings. Derivatives which areglesied as hedges
are tested for effectiveness on a quarterly basig,marked to market. The ineffective portion & tlerivatives changs
in value is recognized in earnings. The effectigdipn is recognized in other comprehensive incomed the hedged
item is recognized in earnings.

Environmental compliance and remediat: Environmental compliance costs include ongoingnteaance, monitorir
and similar costs. We recognize, at fair value jremmental liabilities when they are probable andts can be
reasonably estimated, and asset retirement oldigatvhen there is a legal obligation and costdbeareasonably
estimated. Such accruals are adjusted as furtfemation develops or circumstances change. Cddtdwoe
obligations are discounted to their present valis#sg the Company’s credit-adjusted risk-free rate.

Revenue recognitiorThe Company supplies products to customers fromaii®us manufacturing sites, and in some
instances from containers held on customer sitedga variety of standard shipping terms and ¢mrdi. In each cas
revenue is recognized when the transfer of lefal vhich is defined and generally accepted instia@dard terms and
conditions, arises between the Company and themst Provisions for sales discounts and rebategstomers are
based upon the terms of sales contracts and avadegtin the same period as the related salesieduaction from
revenue. The Company estimates the provision fessiscounts and rebates based on the terms lofagaeement at
the time of shipping.

Components of net saleatl amounts billed to customers relating to shigpand handling are classified as net
sales. Shipping and handling costs incurred byCii@pany are classified as cost of goods sold.
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Components of cost of goods sdliist of goods sold is comprised of raw materiatcosluding inbound freight, duty
and non-recoverable taxes, inbound handling castscaated with the receipt of raw materials, patci@qaterials,
manufacturing costs including labor costs, maimeeaand utility costs, plant and engineering ovadise amortization
expense for certain intangible assets, warehouwsidgoutbound shipping costs and handling costentiovy losses and
provisions and the costs of customer claims a@raisognized in the cost of goods line item.

Components of selling, general and administratxgemsesSelling expenses comprise the costs of the diedess
force, and the sales management and customer separtments required to support them. It alsopcses
commission charges, the costs of sales confereammkgade shows, the cost of advertising and priomst
amortization expense for certain intangible asseatd,the cost of bad and doubtful debts. Genedhbdministrative
expenses comprise the cost of support functionadimg accounting, human resources, informatiohnetogy and the
cost of group functions including corporate managetnfinance, tax, treasury, investor relations lagal departments.
Provision of management’s best estimate of legdlsattlement costs for litigation in which the Canp is involved is
made and reported in the administrative expenseitém.

Research and development expenResearch, development and testing costs are expantge income statement as
incurred.

Earnings per shar: Basic earnings per share is based on the weigivewge number of common shares outstanding
during the period. Diluted earnings per share ibetuthe effect of options that are dilutive andstautding during the
period.

Foreign currenciesThe Company’s policy is that exchange differencesreg on the translation of the balance sheets
of entities that have functional currencies otihantthe U.S. dollar are taken to a separate emgssrve, the cumulatiy
translation adjustment. In entities where the dd@ar is the functional currency no gains or I@ssa translation occL

In these entities gains or losses on monetarysassiating to currencies other than the U.S. daltartaken to the
income statement. Gains or losses on foreign coyreanslations are included in other net incomg/éase) in the
income statement.

Share based compensation plaibe Company accounts for employee stock optionguiie fair value method.
Accordingly, share based compensation is measuirtbe grant date based on the fair value of theopt The
Company uses the straight-line attribution metlwoetognize share based compensation costs oveeitviee period
of the option.

Pension plans and other p-employment benefit$he Company recognizes the funded status of debeeéfit post-
retirement plans on the consolidated balance shestischanges in the funded status in comprehemsivene. The
measurement date of the plan’s funded status isaime as the Company’s fiscal year-end.
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Income taxesThe Company provides for income taxes by recoggidieferred tax assets and liabilities for the eten
future tax consequences of temporary differencesdan the financial statement carrying amountsthadelevant tax
bases of the assets and liabilities. When apprigptiae Company evaluates the need for a valuatlowance to reduc
deferred tax assets. The Company recognizes ftaxrgenefits to the extent that realization of sbehefits is more
likely than not. The effect on deferred taxes change in tax rates is recognized in the periotlititdudes the
enactment date. Income tax positions must meetra hkely than not recognition criteria to be renagd. The
Company recognizes accrued interest and penafisexiamted with uncertain tax positions as parhobme taxes in our
consolidated statements of income.

Note 3. Segmental Reporting and Geographical AeeData

Innospec divides its business into three segmentm&énagement and reporting purposes: Fuel Spesiaftctive
Chemicals and Octane Additives. The Fuel Specsa#tred Active Chemicals segments operate in mavketse we
actively seek growth opportunities but their endtomers are different. The Octane Additives segnsegenerally
characterized by volatile and declining demand.

In 2011 the Company had a significant customehénRuel Specialties segment, Royal Dutch Shelapttits affiliates
(“Shell”), who accounted for $78.7 million (10%) oét group sales. In 2010 and 2009, Shell accountepb7.8
million (10%) and $76.1 million (13%) of net grosples, respectively.
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The Company evaluates the performance of its setgnb@sed on operating income. The following tabkeyzes sales
and other financial information by the Company’sagable segments:

(in millions) 2011 2010 2009
Net sales

Fuel Specialtie $521.2  $458.1  $422.%
Active Chemicals 177.C 152.7 130.2
Octane Additive: 76.2 72.4 45.¢

$774.4 $683.2 $598.¢

Gross profit

Fuel Specialtie $149.c $145.¢ $146.(
Active Chemicals 40.€ 33.2 26.C
Octane Additive: 36.5 34.¢€ 14.2

$226. $214.1 $186.Z

Operating income

Fuel Specialtie $ 81.7 $ 77.€ $ 81.4
Active Chemicals 22.¢ 16.7 8.8
Octane Additive: (22.9 25.¢ (44.9)
Pension charg (0.5 (20.¢) (6.4)
Corporate cost (29.2) (26.9) (13.9)
Restructuring charg (0.6 (8.7 (2.9
Impairment of Octane Additives segment good (2.0 (2.2) (2.2
Profit on disposal, ne 0.C 0.1 0.C
Total operating incom $49€ $72z $20.7
Identifiable assets at year enc

Fuel Specialtie $281.F  $260..  $247.¢
Active Chemicals 106.5 104.¢ 103.2
Octane Additive: 51.t 65.¢ 79.5
Corporate 129.] 118.: 112.¢

$568.¢ $549.¢4 $543.1

The pension charge relates to the United Kingdofimel@ benefit pension plan which is closed to fatservice accrue
The charges related to our other much smaller parerangements in the U.S. and overseas are gttindhe
segment and income statement captions consistémthva related employees’ costs.

The Company includes within the corporate coses iiem the costs of:
* managing the Group as a company with securititsdlisn the NASDAQ and registered with the S
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» the President/CEQ’s office, group finance, groumhn resources, group legal and compliance cousmse!,

investor relations

* running the corporate offices in the U.S. and Ear

» the corporate development function since they daelate to the current trading activities of otiner

reporting segments; ai

» the corporate share of the information technoleaggounting and human resources departm

Sales by geographic area are reported by sourceréwthe transactions originate) and by destingtidrere the final
sales to customers are made). Intercompany sagwiaed to recover cost plus an appropriate marfeuprofit and

are eliminated in the consolidated financial staets.

Identifiable assets are those directly associatdutive operations of the geographical area.

Goodwill has not been allocated by geographicaltioa on the grounds that it would be impracticdbldo so.

(in millions)

Net sales by sourct
United State:
United Kingdom
Rest of Europ:
Other

Sales between are

Net sales by destinatior
United State:

United Kingdom

Rest of Europ:

Other

Income before income taxe
United State:

United Kingdom

Rest of Europ:

Other

Impairment of Octane Additives segment good

2011 2010

$265.6  $238.c
482. 431.
151.7 106.¢
0. 0.7
(126.6) (94.5)

$774.4 $683.2

$ 248.2 $231.4

48.5 26.¢
304.2 235.1
173.5 189.¢

$774.4 $683.2

$ (42.¢) $ 11.1

39.( 25.¢
58.2 36.¢
0.C (0.9
(2.0) (2.2)

$ 52.€ $ 70.7

61

2009

$217.C
356.7
84.¢
0.2
(59.9)

$598.¢

$222.(
21.1
219.f
135.¢

$598.¢

$(44.9)
52.4
12.€
0.1
2.2)

$ 18.c
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(in millions) 2011 2010 2009
Long-lived assets at year en

United State: $22C $167 $17.:
United Kingdom 32.4 40.1 47.€
Rest of Europ: 10.€ 11.¢ 11.4

$65: $684 $ 765

Identifiable assets at year enc

United State: $123.2 $ 974  $112¢
United Kingdom 253.¢ 2555 225.4
Rest of Europt 49.¢ 52.4 58.2
Other 0.t 0.t 0.€
Goodwill 141.F 143.€ 146.C

$568.6  $549.«  $543.]

Note 4. Share Based Compensation Plans

The Company has five active stock option plans,awhich provide for the grant of stock optionsstoployees, one
provides for the grant of stock options to non-ampk directors, and another provides for the gsastock options to
key executives on a matching basis provided theyaysroportion of their annual bonus to purchasenson stock in
the Company on the open market or from the Compging fifth plan is a savings plan which providestfee grant of
stock options to all Company employees provideg tttanmit to make regular savings over a pre-defperdbd which
can then be used to purchase common stock upanges$tthe options. The stock options have vestiegods ranging
from 24 months to 6 years and in all cases stotbmggranted expire within 10 years of the datgraht. All grants
are at the sole discretion of the Compensation Citteerof the Board of Directors. Grants may beegutiat market
value or at a premium or discount. The aggregatebeu of shares of common stock reserved for issueich can be
granted under the plans is 2,640,000.

The fair value of the options above is calculatsithgi the Black-Scholes model. In some cases cgyaifiormance
related options are dependent upon external fastars as the Company’s stock price. The fair vafubese options is
calculated using a Monte Carlo model. The follonasgumptions were used to determine the fair vaflogtions
calculated using the Black-Scholes model:

2011 2010 2009
Dividend yield 0.2% 1.C% 2.5%
Expected life 5 year: 5 year: 5 year:
Volatility 78.2% 82.2% 76.5%
Risk free interest rai 1.22% 1.36% 1.24%
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The following table summarizes the transactionthefCompany’s stock option plans for the year erdecember 31,
2011:

Weighted Weighted

Average Average Fair

Number of Exercise Price
Shares Value

Options outstanding at December 31, 2 1,517,48. $ 4.7¢

Grantec- at discoun 19,08t $ 0.0C $ 294t

— at market valut 9,68( $ 27.8¢ $ 17.72
Exercisec (233,86 $ 3.01
Forfeitures (15,12¢) $ 3.94
Expired (68,037) $ 0.1z
Options outstanding at December 31, 2 1,229,22 $ 5.44

The following table summarizes information abouti@ps outstanding at December 31, 2011:

Weighted
Weighted Weighted Number Average Weighted

Average Exercisable Remaining
Number Remaining Average Average
Range of Exercise Outstanding Life in Years Exercise and Fully Life in Exercise

Price Price Vested Years Price

$0- $5 751,82¢ 7.5t $ 0.8Z 40,88¢ 5.84 $ 0.0C
$5- $10 26,97( 3.4t $ 9.6€ 26,97( 3.4t $ 9.6¢
$10- $15 399,16¢ 3.07 $ 11.47 0 0.0C $ 0.0C
$20- $25 25,45¢ 6.1¢€ $ 20.3¢ 25,45¢ 6.1¢€ $ 20.3¢
$25- $30 24,42( 6.51 $ 27.0¢ 16,12( 5.1¢ $ 27.0¢

$30- $35 1,38( 9.37 $ 32.6( 0 0.0C $ 0.0C
1,229,22 109,43(

The aggregate intrinsic value of fully vested stopkions was $0.6 million. Of the 109,430 stockiams that are
exercisable, 25,084 have performance conditiorsla¢d. The total compensation cost for 2011, 20802809 was
$3.1 million, $3.1 million and $1.5 million, resgaely. In 2009, this charge included a gain of4saillion related to
the gain on stock options forfeited upon resigmatbthe Company’s former CEO. The total compepsatost related
to non-vested stock options not yet recognizedesteinber 31, 2011 was $3.6 million and this coskjsected to be
recognized over the weighted-average period of Jedss.

No stock options awards were modified in 2011 di@®@®n February 13, 2009, we extended the vesenigg for
132,470 grants made under a key employee perforenateted stock option plan from February 13, 2@09
February 13, 2011, and modified the performanderaito reflect the longer vesting period. Additid compensation
cost of $0.2 million was required to be recognifiedthese modified stock options in the period kely 13, 2009 to
February 13, 2011.
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The total intrinsic value of options exercised 012, 2010 and 2009 was $2.2 million, $3.7 milliowd &0.4 million,
respectively. The amount of cash received fromettercise of stock option awards in 2011, 2010 @@92vas $0.7
million, $0.2 million and $0.2 million, respectiyelThe Company’s policy is to issue shares froragoey stock to
holders of stock options who exercise those optibusing 2011, 2010 and 2009 the new total faiueadf shares
vested was $2.9 million, $4.4 million and $1.1 roifl, respectively.

The total options vested in 2011 were 290,363 (201@4,298, 2009 — 176,848).

An additional long-term incentive plan is in plaoereward selected executives for delivering exoepal performance.
Under this plan a discretionary bonus will be pdgab eligible executives if the Innospec shardgrarance out-
performs that of competitors, as measured by tres&u2000 Index, by a minimum of 10% over the frears from
January 2008 to December 2012. The amount of bahich can be earned will be a set cash amountgoin ene
percentage point of out-performance. The maximunubainder this plan will be payable for an out-perfance
versus the Russell 2000 Index of 30%. The maximanub under this plan, in respect of the currenig@pants, is $8
million (2010 — $8 million, 2009 — $8 million). N@onus is payable under this plan if the Innospecksprice does not
out-perform the Russell 2000 Index by more than D% the five year period, or the Russell 200@inthlls in value
over the same period. The fair value of theselltslmash-settled stock appreciation rights is aklted on a quarterly
basis using a Monte Carlo model and summarized|kmsis:

2011 2010 2009

(in millions)

Balance at January $ 0.8 $ 0.2 $ 01
Compensation char 1.4 0.€ 0.1
Balance at December : $ 22 $ O0.E $ 0.2
The following assumptions were used in the MontddOaodel:

2011 2010 2009

Dividend yield 0.C% 0.5% 1.C%
Volatility 53.5% 69.(% 82.2%
Risk free interest rai 0.36% 1.05% 1.65%
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Note 5. Earnings Per Share

Basic earnings per share is based on the weightsdge number of common shares outstanding dunmgériod.
Diluted earnings per share includes the effectptibos that are dilutive and outstanding duringgkdod. Per share
amounts are computed as follows:

2011 2010 2009

Numerator (in millions):

Net income available to common stockholc $ 48.¢ $ 73.7 $ 64
Denominator (in thousands):

Weighted average common shares outstar 23,56¢ 23,75¢ 23,64

Dilutive effect of stock options and awai 952 1,05¢ 1,07z

Denominator for diluted earnings per sh 24,52( 24,81« 24,71«
Net income per share, basic $ 2.07 $ 3.1C $ 0.27
Net income per share, diluted $ 1.9¢ $ 2.97 $ 0.2€

In 2011, 2010 and 2009 the average number of @atiséd options excluded from the calculation olutied earnings
per share were 690, 61,808 and 146,325 respectively

Note 6. Pension Plans

The Company maintains a defined benefit pension fitee “Plan”) covering a number of its current dodner
employees in the United Kingdom, although it ddes &ave other much smaller pension arrangemenieib.S. and
overseas. The Plan is closed to future servicaiatbut has a large number of deferred and cupemsioners. The
Projected Benefit Obligation (“PBQ”) is based omdli salary and years of credited service reducesbbial security
benefits according to a plan formula. Normal retiemt age is 65 but provisions are made for eatigeraent. The
Plan’s assets are invested by two investment mamaggecompanies in funds holding United Kingdom ewdrseas
equities, United Kingdom and overseas fixed intesesurities, index linked securities, propertyt tinists and cash or
cash equivalents. The trustees’ investment poficg seek to achieve specified objectives thronghsting in a
suitable mixture of real and monetary assets. fustdes recognize that the returns on real asgleils, expected to be
greater over the long-term than those on monetssgta, are likely to be more volatile. A mixtureass asset classes
should nevertheless provide the level of returgsired by the Plan to meet its liabilities at anegatable level of risk
for the trustees and an acceptable level of casteg@Company.

The Company closed the Plan to future service atevith effect from March 31, 2010 and accordingly recorded a
non-cash curtailment loss of $8.2 million in thestfiquarter of 2010. During the second quarterddioizhe Company
implemented a pension increase exchange (“PIEQnara for current pensioners, effective April 1, @0ivhich
reduced the
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PBO by $17.1 million. This reduction in PBO resdlia a prior service credit which is being amontizesing the
straight-line method over the remaining life expacly of Plan pensioners of 15 years commencing Ap#010. The
PIE program provided pensioners with the optioneggiving a one-off immediate increase to theirgg@min lieu of
future non-statutory increases. During the foudhrter of 2010 the Company implemented an enhatnaasdfer value
(“ETV”) program for deferred pensioners which reddd¢he PBO by $15.7 million and resulted in a sgtént loss of
$1.1 million. The ETV program provided deferred gieners with the option of transferring their exigtpension
entitlement from the Plan to another vehicle infexme for an enhancement to the standard termisialesior such a
transfer.

A full triennial actuarial valuation of the Plan svperformed as at December 31, 2008 and an upddteped as at
December 31, 2011, the results of which are redtbat these consolidated financial statements.eStpril 2010 the
Company has been contributing.8 million (approximately $9 million) per calendggar to the Plan in accordance v
a 10-year actuarial deficit recovery plan agreetth #ie trustees. Accordingly, the Company expéstannual cash
contribution for 2012 to be approximately $9 mitiio

(in_millions ) 2011 2010 2009
Plan net pension charg:

Service cos $ 1€ $ 1€ $ 3.7
Interest cost on PB: 36.€ 40.¢ 38.¢€
Expected return on plan ass (36.7) (35.9) (36.2)
Amortization of prior service crec (1.9 (0.9 0.C
Amortization of actuarial net loss 0.3 5.2 0.C

$ 0L $ 10.€ $ 64

Plan assumptions (%

Discount rate 4.7¢ 5.4(C 5.6C
Inflation rate 2.1 2.8C 3.6C
Rate of increase in compensation le\ 0.0C 0.0C 3.6C
Rate of return on plan ass~ overall 4.8¢ 5.4¢ 5.7¢
Rate of return on plan ass~ equity securitie: 7.7C 7.7C 7.2C
Rate of return on plan ass+ debt securitie 3.6( 4.5C 5.8C
Plan asset allocation by category (¥
Equity securitie: 29 27 26
Debt securitie: 66 73 74
Cash 5 0 0
10C 10C 10C

The discount rate used represents the annualieddllygased on a cash flow matched methodology wittrence to an
AA corporate bond spot curve and having regartiéoduration of the Plan’s liabilities. The inflatioate is derived
using a similar cash flow matched methodology @&slder the discount rate but having regard to tfference betwee
yields on fixed interest and index linked Unitechgfdom government gilts. The rate
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of increase in compensation levels is no longeviaait since the Company closed the Plan to futemece accrual wit
effect from March 31, 2010. A 0.25% change in tlsga@unt rate assumption would change the PBO byoappately
$20 million and the net pension charge for 2012pgroximately $0.5 million. A 0.25% change in teedl of price
inflation assumption would change the PBO by apipnately $16 million and the net pension charge2fot2 by
approximately $1.9 million. Following guidance issby the United Kingdom government during 201@ agreemer
from the Plan trustees, the Company changed tkaion rate measure from the Retail Prices IndethéoConsumers
Prices Index resulting in a reduction in actuamnitl losses on an accounting basis of approximé&tetymillion.

The current investment strategy of the Plan idaiaio an asset allocation of 69% debt securities3196 equity
securities in order to achieve a more predictadtigrn on assets. As at December 31, 2011 and 2pp@oximately
70% of the Plan’s assets were held in index-trackimds with one investment management companyrémately
35% of the Plan’s assets were invested in Unitedyom government gilts. No more than 5% of the Blassets were
invested in any one individual company’s investnfents.

Movements in PBO and fair value of Plan assetaaifellows:

(in millions) 2011 2010
Change in PB(
Opening balanc $ 684.( $ 796.(
Interest cos 36.¢ 40.¢
Service cos 1.€ 1.€
Benefits paic (45.7) (60.0)
Plan amendmen 0.C (17.7)
Curtailment los 0.C 8.2
Settlement los 0.C 1.1
Actuarial losses/(gain: 16.2 (61.0)
Exchange effec (5.9 (25.€)
Closing balanc: $ 687. $ 684.(
Fair value of plan asse
Opening balanc $672.8 $671.¢
Actual benefits pai (45.7) (60.0)
Actual contributions by employt 9.8 15.5
Actual return on asse 78.C 65.2
Exchange effec (6.5) (20.9)
Closing balanc $ 708.¢ $672.3
Plan assets excess/(deficit) over P $ 21.4 $ (11.9)
Unrecognized net los 103.] 150.¢
Amortization of actuarial net loss (0.9 (5.2
Plan amendmen 0.C (17.3)
Amortization of prior service crec 1.2 0.¢
Amount recognized in other comprehensive (104.7) (129.9)
Pension asset/(liability $ 21.4 $ (11.9)
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The accumulated benefit obligation for the Plan $8&7.4 million and $684.0 million at December 3211 and 2010,
respectively.

For the vast majority of assets, a market apprasmadopted to assess the fair value of the assihsthe inputs being
the quoted market prices for the actual securiitedd in the relevant fund. For assets in whichéhgmo ready market
and for which no indicative dealer prices are aldd, fund assets are independently evaluated théthise of agreed
upon procedures conducted by an audit firm to pil®udependent confirmation that proper valuatitedures are

being followed. The fair values of pension assgtielel of input were as follows:

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Asset: Inputs Inputs
(in millions) (Level 1) (Level 2) (Level 3) Total
At December 31, 201
Fixed income securitie:
Debt securities issued by U.S. government and
government agencit $ 0.¢ $ $ $ 0.9
Debt securities issued by r-U.S. governments ar
government agencie 221.C 221.C
Corporate debt securitit 2542 254.:
Residential mortgar-backed securitie 0.2 0.2
Other ass«-backed securitie 2.2 2.2
Equity securities
Equity securities held for proprietary investm
purpose: 114.1 114.1
Real estat 26.1 26.1
Other asset 15.t 13.7 28.1 57-&
Total assets at fair vall 634.2 13.7 28.1 676.(
Cash 32.¢ 32.¢
Total plan asset $ 667.( $ 13.7% $ 28.1 $708.¢
At December 31, 201
Fixed income securitie:
Debt securities issued by U.S. government and
government agencit $ 1.7 $ $ $ 1.7
Debt securities issued by r-U.S. governments ar
government agencie 240.5 240.5
Corporate debt securiti 248.¢ 248.¢
Residential mortgar-backed securitie 0.€ 0.6
Commercial mortga¢-backed securitie 0.2 0.3
Other ass«-backed securitie 6.1 6.1
Equity securities
Equity securities held for proprietary investment
purpose: 108.2 108.2
Real estat 28.7 28.7
Other asset 11.: 23.5 34.¢
Total assets at fair valt 635.( 11.: 23.5 669.€
Cash 2.7 2.7
Total plan asset $ 637.7 $ 11.2 $ 23.c $672.3

68



Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

The reconciliation of the fair value of the Plasets using significant unobservable inputs (Leyal&s as follows:

(in millions)

Balance at December 31, 2C
Realized/unrealized (losses)/gai
Relating to assets still held at the reporting «
Purchases, issuances and settlerr
Transfers in/(out) of Level
Exchange effec

Balance at December 31, 2C
Realized/unrealized (losses)/gai
Relating to assets still held at the reporting
Relating to assets sold during the pel
Purchases, issuances and settlerr
Exchange effec

Balance at December 31, 2C

Debt Securities
Issued by NonU.S,
Government and

Government
Agencies
$ 3.4
(3.4)
0.C
$ 0.C

The projected net pension credit for the year em@iacember 31, 2012 is as follows:

(in millions)

Service cos

Interest cost on PB

Expected return on plan ass
Amortization of prior service crec
Amortization of actuarial net loss

The following benefit payments are expected to been
(in millions)

2012
2013
2014
2015
2016
2017-2021

69

Other
Asset:

$18.C

2.¢

5.3
(2.2)
(0.7)

o

1.
(0.E)

4.5
(0.2)

$28.1

Total

$21.4

(0.5)
5.3
2.2)
(0.7)

ZE

1.
(0.5)

4.5
(0.2)

$28.1

$ 43.4
$ 44.
$ 44.¢
$ 45¢
$ 46.c
$243.7
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The Company also maintains a unfunded defined bdepeision plan covering a number of its currertt foxmer

employees in Germany (the “German Plan”). The GarRlan is closed to new entrants and has no assets.

(in millions)

German Plan net pension char¢
Service cos
Interest cost on PB:

German Plan assumptions (¥
Discount rate

Inflation rate

Rate of increase in compensation le\

Movements in PBO of the German Plan are as follows:
(in millions)

Change in PB(
Opening balanc
Service cos
Interest cos
Benefits paic
Actuarial losse:
Exchange effec

Closing balanc:

Company contributions to defined contribution sceerduring 2011 were $6.6 million (2010 — $5.5 roii).

70

2011

2010

$ 0.1
0.3

$04

5.0C
2.0C
2.7¢

2011

$6.3
0.2
0.3
(0.2)
0.C
0.3

$ 6.3

2009

$ 0.1
0.3

$04

5.5C
2.0C
2.7¢

2010

$5.7
0.1
0.3
(0.1)
0.6
0.3

$ 6.3
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Note 7. Income Taxes

A roll-forward of unrecognized tax benefits andaxsated accrued interest and penalties is as fetlow

Interest and Unrecognizec

(in millions) Penalties Tax Benefits Total

Opening balance at January 1, 2! $ 3.5 $ 31.z $ 34.¢
Additions related to tax positions taken in therent perioc 2.5 6. 9.4
Additions for tax positions of prior perio 0.4 0.C 0.4
Exchange effec 0.2 1.2 1.4
Settlement: (2.9 (23.9) (26.€)
Closing balance at December 31, 2! 3.8 15.¢ 19.4
Current (1.0 (4.0 (5.0
Non-current $ 2.8 $ 11.€ $14.4
Opening balance at January 1, 2 $ 3.8 $ 15.€ $19.4
Additions related to tax positions taken in therent perioc 0.C 0.C 0.C
Additions for tax positions of prior perio 0.1 2.C 2.1
Settlement: (3.6 (9.3 (12.9
Closing balance at December 31, 2! 0.2 8.2 8.€
Current (0.2 (2.0 (2.2
Non-current $ 0.1 $ 6.3 $ 64
Opening balance at January 1, 2 $ 0.3 $ 8.3 $ 8.€
Additions related to tax positions taken in thereat perioc 0.C 5.2 5.2
Additions for tax positions of prior perio 0.2 0.t 0.7
Reductions for tax positions of prior peric (0.1 (1.9 (1.9
Closing balance at December 31, 2! 0.4 12.2 12.€
Current 0.3 (2.9 (3.2
Non-current $ 0.1 $ 9.3 $ 94

All of the $12.6 million of unrecognized tax bengfiand interest and penalties, would impact oiecéfe tax rate if
recognized.

We recognize accrued interest and penalties assdaidth uncertain tax positions as part of incamees in our
consolidated statements of income.

The Company determined that a portion of the Nevglia€orporation civil complaint settlement (see &8), and
associated legal and other professional expensegdwe tax
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deductible and accordingly recorded a $5.0 miladdition to unrecognized tax benefits. During thiedtquarter of
2011, an additional $0.2 million was recorded ispext of acquisition-related costs; and there wik & million
reduction in unrecognized tax benefits, and $0lfianifor associated interest and penalties, dubécexpiration of
applicable statutes of limitations for certain yepars. In the fourth quarter of 2011, the Compaaprded a further $0
million addition for tax positions of prior periods relation to U.S. state taxes and accrued istere

The Company or one of its subsidiaries files incdaxereturns in the U.S. federal jurisdiction, aragious state and
foreign jurisdictions. As at December 31, 2011, @mmpany’s subsidiaries in the U.S. are subjestdte tax audits in
various states and the Company’s German subsigliareesubject to tax audits in Germany. The Complaeg not
currently anticipate that adjustments, if any,iagout of these tax audits would result in a matehange to its
financial position as at December 31, 2011.

The Company and its U.S. subsidiaries remain opexamination by the IRS for years 1998 to 2004 20@F onward
due to the net operating losses in the period 192802, although no examination is currently undsr. The
Company'’s subsidiaries in foreign tax jurisdicti@re open to examination including France (2009avdg), Germany
(2006 onwards), Switzerland (2010 onwards) andJhiéed Kingdom (2008 onwards).

The sources of income before income taxes werellasvs:

(in millions) 2011 2010 2009
Domestic $(42.€) $11.1 $ 8.2
Foreign 95.2 59.¢€ 10.C

$52.€ $70.7 $18.c

The components of income tax charges are summaaizéallows:

(in millions) 2011 2010 2009
Current:
Federa $ 54 $ 7.2 $ 2.C
Foreign 13.€ 4.C 10.4
19.C 11.2 12.4
Deferred:
Federa (12.¢) (9.0 0.2
Foreign (2.5) (5.2 (0.9
(15.9) (14.2) (0.5
$ 3.7 $ (3.0 $11.€

Cash payments for income taxes were $18.1 mil@2,9 million and $8.6 million during 2011, 201Qd&2009,

respectively.
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The effective tax rate varies from the U.S. fedstatutory rate because of the factors indicatéolbe

2011 2010 2009
Statutory rate 35.(% 35.(% 35.(%
Foreign income inclusior 20.5 7.1 23.C
Impairment of Octane Additives segment good 1.3 1.1 4.2
Foreign tax credit (25.9) (7.7 (18.¢)
Pension charg (8.9 0.t (8.0
Foreign tax rate differenti (19.7) (13.5) (18.9)
Unrecognized net operating los: 0.C 0.C (10.5)
Permanent tax adjustmel 0.3 (2.1 5.8
Amortization 0.7 1.7 (0.2
Tax (credit)/charge from previous ye: (1.9 (2.9 65.1
Net charge/(credit) from unrecognized tax bent 7.7 (15.9) (92.])
OFFP/FCPA settlement accrt 0.C (5.€) 76.7
United Kingdom income tax rate reducti (4.9 (1.6 0.C
Other items and adjustments, 2.C (1.5 3.t

7.C% (4.2)% 65.(%

Significant factors affecting the variation to staty rate are set out above and include foreigonme inclusions net of
foreign tax credits. There was an unfavorable imhfracn an increase in the Company’s unrecognizrdémefits
position primarily in respect of the NewMarket Coration civil complaint settlement. There was aofable impact
from the 2% reduction in the United Kingdom’s camgte tax rate primarily in respect of the unrecagdiactuarial net
losses associated with the United Kingdom defiretelit pension plan. The mix of taxable profits g@ted in the
different geographical localities in which the Gpooperates had a significant positive impact orefffiective tax rate ii
2011.
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Details of deferred tax assets and liabilitiesasdollows:

(in millions) 2011 2010
Deferred tax assets
Foreign tax credit $19.€ $ 13t
Accrued expense 8.8 7.7
Stock options 4.C 3.t
Excess of tax over book basis in property, plaot@iuipmen 1.2 2.€
Net operating loss carry forwar 0.8 0.€
Pension liability 0.C 4.3
Other 5.5 5.2
39.¢ 37.t
Valuation allowanct (7.5) (10.§)
Total deferred tax asse 32.4 26.7

Deferred tax liabilities:

Goodwill amortizatior (6.5) 4.7
Pension asst (5.9 0.C
Intangible assetl (1.5 (3.5
Other (2.2) (5.9
Total deferred tax liabilitie (15.6) (14.0
Total net deferred tax as¢ $ 16.¢ $12.7

Deferred taxes are included within the consolidatetdalance
sheets as follows:

Deferred tax asse $ 19.7 $ 13.€
Deferred tax liabilities (2.9 (1.1
$ 16.€ $12.7

Details of the deferred tax asset valuation alloseaare as follows:

(in millions) 2011 2010 2009
At January 1 $(10.¢) $ (4.9 $(7.3
Change in foreign tax credi 3.2 (6.9 1.C
Change in net operating loss carry forwe 0.C 0.C 1.¢
At December 3. $ (7.5 $(10.¢) $(4.4)

As a result of the Company’s assessment of itslefetrred tax assets at December 31, 2011, the Gongoasiders it
more likely than not that no valuation allowancegguired for $0.8 million (2010 — $0.6 million) t$ net operating
loss carry forwards and that a partial valuatidovehnce is required against its foreign tax credity forwards.
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The net operating loss carry forwards arose inlX& in the current period and prior periods assalt of trading and
state tax losses. It is expected that sufficiexdlbée profits will be generated against which theseoperating loss car
forwards can be relieved. The foreign tax creditycborwards arose in the U.S. in the current pgaad in prior
periods. The Company has determined that futueigarincome inclusions will be sufficient to utdéizapproximately
$12.1 million (2010 — $2.7 million) of the foreigax credit carry forwards prior to their expiratiand therefore only a
partial valuation allowance is required.

Should it be determined in the future that it iSarmger more likely than not that these assetsheilfealized, an
additional valuation allowance would be requiraa] he Company’s operating results would be adixeeftected
during the period in which such a determination Mdae made.

During 2011 a dividend of $40.5 million was rentttieom the Company’s overseas subsidiaries to tige. OThe
dividend was one-off in nature and no future resnites are expected to be made. The Company isasiton to
control whether or not to repatriate foreign eagsirNo taxes have been provided for the unremégedings of our
overseas subsidiaries as any tax basis differgetamg to investments in these overseas subgdiare considered to
be permanent in duration. The amount of unrematatings at December 31, 2011 and 2010 was appateiyrb665
million and $637 million, respectively.
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Note 8. Goodwill

Goodwill comprises the following:

(in millions)

At January 1, 201

Gross cos

Accumulated Octane Additives segment goodwill
impairment losse

Exchange effec
Impairment of Octane Additives segment good

At December 31, 201

Gross cos
Accumulated Octane Additives segment goodwill
impairment losse

Accumulated amortizatio— at January 1, 201
Exchange effec

Accumulated amortizatio— at December 31, 201
Net book amour— at December 31, 201

At January 1, 201

Gross cos

Accumulated Octane Additives segment goodwill
impairment losse

Exchange effec
Impairment of Octane Additives segment good
At December 31, 201

Gross cos

Accumulated Octane Additives segment goodwill
impairment losse

Accumulated amortizatio— at January 1, 201
Exchange effec

Accumulated amortizatio- at December 31, 201

Net book amour— at December 31, 201

Fuel
Specialtie:

$ 117.€

0.C
117.¢
0.29)
0.C
117.¢

117.¢

0.C
117.¢

(8.7)
0.C

(8.7)
$ 108.¢

$ 117.€

0.C
117.¢
©.)
0.C
117.5

117.5

0.C
117.5

(8.7)
0.C

(8.7)
$ 108.¢

Active
Chemicals

$ 30.4

0.C

30.4
0.C
0.C

30.4
30.4

0.C
30.4

0.9
0.C

0.9
$ 301

$ 30.4

0.C

30.4
0.C
0.C

30.4

30.4

0.C
30.4

0.9
0.C

0.3
$ 301

Octane
Additives
Total

$ 526.] $674.%
(229.9) (229.9)
296.: 444~
0.C (0.2)
(2.2) (2.2)
294.1 442 .1
526.1 674.1
(232.0) (232.0)
294.1 442 .1
(289.5) (298.5)
0.C 0.C
(289.5) (298.5)
$ 4€ $ 143.¢
$ 526.] $674.1
(232.0) (232.0)
294.1 442.1
0.C (0.1)
(2.0) (2.0
292.1 440.C
526.1 674.C
(234.0) (234.0)
292.1 440.C
(289.5) (298.5)
0.C 0.C
(289.5) (298.5)
$ 26€ $141.¢
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The Company’s reporting units, the level at whidodwill is tested for impairment, are consisterttwthe reportable
segments identified in Note 3: Fuel SpecialtiegjvacChemicals and Octane Additives. All of the gaments in each
segment (including products, markets and compsjitzave similar economic characteristics and tloeeghe segmen
reflect the lowest level at which operations anshcdows can be clearly distinguished, operatignatid for financial
reporting purposes, from the rest of the Company.

The Company tests goodwill annually for impairmemtbetween years if events occur or circumstanhaage which
suggest that an impairment may have occurred.

To determine the fair value of each of our segmesetsitilize a discounted cash flow methodology dase the
forecasted future after-tax cash flows from operedifor each since we believe this provides thé dggsroximation of
fair value. This methodology requires us to malsuagptions and estimates including those in resgecture revenue
growth and gross margins, which are based upotoagrrange plans, and the Company’s weighted aeecagt of
capital. Our long range plans are regularly updatedart of our planning processes and are reviewdapproved by
management and our Board of Directors. We assumerial values for the Fuel Specialties and Activee@icals
reporting units which are added to the presentevafuithe relevant forecasted future cash flows.ag&ime no terminal
value for the Octane Additives reporting unit beyais estimated future life. The discounted castviinethodology
does not assume a control premium. We use a discatgnequivalent to the Company’s weighted avecagt of
capital which is estimated by reference to the aVafter-tax rate of return required by equity alebt market
participants in the Company. We assign assetsiahiities, including deferred taxes and goodwil,our reporting
units if the asset or liability relates to the aggems of that reporting unit and is included itedmining the fair value ¢
the reporting unit. Cash and debt obligations actueled from the carrying value of our reportingtsin

In 2011 some of the assumptions and estimates pinaé@rg our discounted cash flows were revisedaasgf our
planning processes although the methodology walsainged. The most significant revisions were thatGbmpany’s
weighted average cost of capital was changed kectehe changing proportion of debt to equity fungdof the
Company and effective October 1, 2011, the Comaitgnded its estimate for the future life of theade Additives
segment from December 31, 2012 to December 31,.2013

The Company elected to perform its annual testespect of Fuel Specialties and Active Chemicatsdgall as at
December 31 each year. At December 31, 2011 w&had8l.8 million and $30.1 million of goodwill relatj to our Fue
Specialties and Active Chemicals segments, resfabgtiAt this date we performed annual impairmests and
concluded that there had been no impairment of wdoid respect of those reporting segments.

In light of the continuing decline in the Octaneditd/es market globally, as the Company makes s#l€xctane
Additives in each quarter, the remaining sales@nesponding cash flows that can be derived ftoerQctane
Additives segment are reduced, and accordinglyainezalue of the Octane Additives reporting usitéduced. As a
result, the Company determined that quarterly
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impairment tests be performed from January 1, 20@any impairment charge arising be recognizeddmrelevant
quarter. As a result of the Octane Additives impaint tests performed during 2011, 2010 and 200@imment charge
of $2.0 million, $2.2 million and $2.2 million, nesctively, have been recognized. These chargesoareash in nature
and have no impact on taxation. There is $2.6 onilbf goodwill remaining at December 31, 2011 whielates to the
Octane Additives segment. Given the quantum andigiebility of the remaining future cash flows frahe Octane
Additives segment, the Company expects goodwillaimpent charges to be recognized in the incomersett on an
approximate straight-line basis to December 313201

The table below presents the impact a change ifotleeving significant assumptions would have hadour
impairment charge recognized at December 31, 2Z@lregpect of goodwill, other intangibles and pmypeplant and
equipment) assuming all other assumptions andrfactonained constant:

Approximate Increase/(Decrease

(in millions) to Impairment Charge
Fuel Active Octane
Change Specialties Chemicals Additives
Credi-adjusted ris-free rate +1C% $ 0.C $ 0.C $ 0.E
Credi-adjusted ris-free rate -10% 0.C 0.C (0.5
After-tax cash flows +1C% 0.C 0.C (4.7
After-tax cash flows -10% $ 0C $ 0.C $ 47

We believe that the assumptions used in our arandgijuarterly impairment tests are reasonablehbtithey are
judgmental, and variations in any of the assumpgtimay result in materially different calculatiorfarapairment
charges, if any.

Note 9. Intangible Assets

Intangible assets comprise the following:

(in millions) 2011 2010
Gross cos
— Ethyl $22.1 $22.1
— Technology 7.1 7.1
— Customer relationshig 16.C 16.C
- Patents 2.€ 2.6
— Internally developed software and other c 3.1 0.C
51.2 48.1
Accumulated amortizatio
— Ethyl (15.0 (13.7)
— Technology (5.9 (4.€)
— Customer relationshig (11.2) (9.7)
- Patent: (2.0 2.7
— Internally developed software and other c 0.C 0.C
(33.9) (29.7)

$17.7 $19.C
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Ethyl

An intangible asset of $28.4 million was recognizethe second quarter of 2007 in respect of Hitndgoing their
entitlement effective April 1, 2007 to a sharelo# future income stream under the sales and magkatjireements to
market and sell TEL. In 2008, contract provisiondanger deemed necessary of $6.3 million weresbfigainst the
intangible asset. The amount attributed to the @cfdditives reporting segment was being amortgteaight-line to
December 31, 2012 and the amount attributed té&-tied Specialties reporting segment is being anmexdtstraight-line
to December 31, 2017. Effective October 1, 2014 Gbmpany extended its estimate for the futuredlifdhe Octane
Additives segment from December 31, 2012 to Decer@be2013 and therefore prospectively adjustedathertizatiol
period for the amount attributed to the Octane Ades segment. An amortization expense of $1.9anilWas
recognized in 2011 (2010 — $2.1 million) in cosgobds sold.

Technology

Following the acquisition of the remaining 50% phbspec Fuel Specialties LLC on July 8, 2004, tbem@any
recognized an intangible asset of $2.3 milliondgpect of various technological approvals the lassifas received
from certain military and civilian authorities. Thpprovals act as a barrier to entry to any paaeatimpetitor in the
market who would wish to supply these products.

An intangible asset of $4.8 million was recogniredespect of a number of specialized manufactupigesses carri
out by Innospec Widnes Limited following the acains of that entity in August 2004.

Both of these assets have an expected life of aBsyand are being amortized on a straight-linesbagr this period.
No residual value is anticipated. An amortizatiagpense of $0.7 million was recognized in 2011 (2— $0.7 million)
in cost of goods sold.

Customer relationships

Following the acquisition of Finetex (now mergetbiinnospec Active Chemicals LLC) in January 206%, Company
recognized an intangible asset totaling $7.1 nmi|l®4.2 million of which was in relation to custantists acquired.
This asset has an expected life of 13 years abeligy amortized on a straight-line basis over pleisod. No residual
value is anticipated.

Intangible assets were recognized in 2004 in résddaoth the Innospec Fuel Specialties LLC ($9ilion) and
Innospec Widnes Limited ($2.8 million) acquisitipasid relate to ongoing customer relationshipss&h®ve an
expected life of 10 years and are being amortized straight-line basis over that period. No residalue is
anticipated.

An amortization expense of $1.5 million was recagdiin 2011 (2010 — $1.6 million) in selling, gealeand
administrative expenses.
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Patents

Following the acquisition of Finetex, the Compaagagnized an intangible asset of $2.9 million spect of patents
and trademarks. These have an expected life otafsyand are being amortized on a strdigktbasis over that peric
An amortization expense of $0.3 million was recagdiin 2011 (2010 — $0.3 million) in cost of gosaddd.

The aggregate intangible asset amortization expeaseb4.4 million, $4.7 million and $4.7 million 2011, 2010 and
2009, respectively, of which $2.9 million, $3.1 imih and $3.1 million, respectively, was recognizedost of goods
sold, and the remainder was recognized in selfjegeral and administrative expenses.

Future amortization expense is estimated to be ®dlibn per annum for 2012 and 2013, and $3.0iomllper annum
for 2014.

Internally developed software and other costs

We are continuing with the implementation of a neampany-wide, information system platform. Thetfiolan
provider is well established in the market. Thelengentation will be a phased, risk-managed, sifdoyenent and
follow a multistage user acceptance program wighekisting platform providing a fallback positidnternally
developed software and other costs capitalizedeaeBber 31, 2011 were $3.1 million (2010 — $0.0ioni). No
amortization was recognized in 2011 (2010 — $0lJ0an).

Note 10. Deferred Finance Costs

On December 14, 2011, we entered into a new fig-g@volving credit facility and $1.7 million offieancing costs
were capitalized. These are being amortized oveexpected life of the revolving credit facilityimg the effective
interest method. Deferred finance costs associaittcthe previous finance facility became fully amiwed in the third
guarter of 2011.

2011
(in millions) 2010
Gross cos $1.7 $3.¢
Accumulated amortizatio 0.C (3.9
$1.7 $0.E

Amortization expense was $0.5 million, $1.4 milliand $2.0 million in 2011, 2010 and 2009, respetyivThe charge
is included in interest expense (see Note 2).
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Note 11. Property, Plant and Equipment
Property, plant and equipment consists of the fohg:

(in millions) 2011 2010
Land $ 71 $ 71
Buildings 5.1 4.7
Equipment 113.C 110.7
Work in progres: 8.2 5.8
133.7 128.c
Less accumulated depreciati (87.9) (79.6)
$ 45.¢ $ 48.7

Of the total net book value of equipment at Decan®tie 2011 and 2010 no amounts are in respectsetabeld under
capital leases.

Depreciation charges were $9.2 million, $9.3 millemd $11.7 million in 2011, 2010 and 2009, respelst
The estimated additional cost to complete workrogpess is $0.9 million (2010 — $1.4 million).
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Note 12. Plant Closure Provisions

The principal site giving rise to environmental esfration liabilities is the Octane Additives maruitaing site at
Ellesmere Port in the United Kingdom, which managetielieves is the last ongoing manufacturer df. THhere are
also environmental remediation liabilities on a mgmaller scale in respect of our other manufaagusites in the U.S.

and Europe. The liability for estimated closuretsad Innospec’s Octane Additives manufacturinglitaes includes
costs for decontamination and environmental rentiediactivities (remediation) when demand for TEmhishes.
Severance provisions have been made in relati@otporate personnel and personnel in each of tiee leporting

segments.

Movements in the provisions are summarized asvi@io

Other
Severanci Restructuring Remediatior

(in millions) Total

Total at January 1, 20( $ 1€ $ 0.2 $ 25.1 $26.¢€
Charge for the perio 1.8 1.C 2.C 4.8
Expenditure (2.1 (0.2 (1.5 (3.8
Exchange effec 0.C 0.C 0.t 0.t
Total at December 31, 20( 1.3 1.C 26.1 28.4
Due within one yea (0.2 (2.0 (2.7 (3.9
Balance at December 31, 2C $ 11 $ 0.C $ 23.2 $24.5
Total at January 1, 20! $ 13 $ 1.C $ 26.1 $28.4
Charge for the perio 0.t 0.C 2.5 3.C
Expenditure (0.9 (0.9 (2.7 (3.9
Exchange effec 0.1 (0.1 0.C 0.C
Total at December 31, 20: iz 0.1 25.¢ 27.5
Due within one yea (0.5 (0.1 (3.9 (3.9
Balance at December 31, 2C $ 1.C $ 0.C $ 22.€ $23.€
Total at January 1, 20! $ 1t $ 0.1 $ 25.¢ $27.5
Charge for the perio 0.7 (0.1 4.t 5.1
Expenditure (0.7 0.C (3.1 (3.9
Exchange effec 0.C 0.C (0.2) (0.2
Total at December 31, 20: iz 0.C 27.1 28.€
Due within one yea (0.5 0.C (3.6 4.1
Balance at December 31, 2C $ 1.C $ 0.C $ 23.t $24.5

Amounts due within one year refer to provisions rehexpenditure is expected to arise within one pééne balance

sheet date. Severance charges are recognizedimctme statement as restructuring costs along etitéar

restructuring costs. Remediation costs are recegniz cost of goods sold.
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Severance

A charge of $0.7 million was recognized in respgda reduction in EMEA headcount.

Other restructuring

A residual accrual of $0.1 million, in respect bétrelocation of a U.S. sales and administraticilifia, was released in
2011.

Remediation

The remediation provision represents the fair valude Company’s liability for environmental lidiies and asset
retirement obligations. The accretion expense naieeg in 2011 was $2.4 million. The remediationrgieaalso
included a further $2.1 million primarily in respext changes in the scope of future remediatioividies.

We recognize, at fair value, environmental lial@stwhen they are probable and costs can be rdag@simated, and
asset retirement obligations when there is a lelgigation and costs can be reasonably estimatesl Company has to
anticipate the program of work required and theeissed future expected costs, and has to comgty evivironmental
legislation in the relevant countries in which ftepates or has operated in. The Company viewsasts of vacating ot
Ellesmere Port site as a contingent liability beseatlnere is no present intention to exit the it Company has
further determined that, due to the uncertain pcotiie of TEL, particularly in the market for a¥ian gasoline, there
exists such uncertainty as to the probability amiig of such cash flows that it is not possiblestimate them
sufficiently reliably to recognize a provision.

Remediation expenditure against provisions was 88llion, $2.7 million and $1.5 million in 2011, 20 and 2009,
respectively.

Note 13. Long-Term Debt

Long-term debt consists of the following:

(in millions) 2011 2010
Senior term loal $ 0.C $ 40.C
Revolving credi 20.C 7.C
Promissory not 15.C 0.C
35.C 47.C
Less current portio (5.0 (15.0

$30.C $32.C

On December 14, 2011, we entered into a five-y@avlving credit facility which provides for borromgs by us of up
to $100.0 million. The facility carries an intereate based on
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U.S. LIBOR plus a margin of between 1.50% and 2.2#%ech is dependant on the Company’s ratio of it do
EBITDA. EBITDA is a non-GAAP measure of liquidityeined in the finance facility. The facility can deawn down
until it expires on December 14, 2016. We repaégfrevious finance facility, which was due to egmn February 6,
2012, upon entering into the new facility.

The Company'’s finance facility contains restrictolauses which may constrain our activities andtlouar operational
and financial flexibility. The facility obliges thenders to comply with a request for utilizatidrfinance unless there
an event of default outstanding. Events of defardtdefined in the finance facility and include atenial adverse
change to our assets, operations or financial tondiThe facility contains a number of restricsahat limit our
ability, amongst other things, and subject to cefienited exceptions, to incur additional indelrteds, pledge our
assets as security, guarantee obligations of gartes, make investments, undergo a merger owotidation, dispose
of assets, or materially change our line of busines

In addition, the facility also contains terms whidibreached, would result in it becoming repagadrh demand. It
requires, among other matters, compliance withftmencial covenant ratios measured on a quartex$ysb These
requirements are (1) the ratio of net debt to EBATSDall not be greater than 2.5:1 and (2) the rattiBBITDA to net
interest shall not be less than 4.0:1. Managemastktermined that the Company has not breached toeenants
throughout the period to December 31, 2011 anda&gge not breach these covenants for the nextdrhm. The
finance facility is secured by a number of fixed dloating charges over certain assets which irekely operating sit
of the Company and its subsidiaries.

On September 13, 2011, the Company settled the Neld¥l Corporation civil complaint. The settlemegteeement
included the Company issuing a $15.0 million praroig note to NewMarket Corporation payable in tregeal annue
installments (carrying simple interest at 1% pearwan), the first installment of which is due on Sapber 10, 2012.

The weighted average rate of interest on borrowinas 3.4% at December 31, 2011 and 4.1% at Dece3ih@010.
Payments of interest on long-term debt were $11Bomj $2.0 million and $2.9 million in 2011, 20H"d 2009,
respectively.

The net cash outflows in respect of refinancingsogere $1.7 million, $0.0 million and $3.7 milliem2011, 2010 and
2009, respectively.

Note 14. Deferred Income

Deferred income consists of:

(in millions) 2011 2010
Deferred incom $ 2.3 $1.C
Less current portio (1.9 (0.2)

$0.¢ $0.¢
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In April 2011, the Company received a purchase diden the Iraqi Ministry of Oil (“MOQ”) for 2,00@onnes of tetra
ethyl lead (“TEL”). Upon completion of the orde§@5 tonnes of free issue TEL is to be supplietthéoMOO in full
and final settlement of any claims the Republitra§ may have against the Company concerning clamsertain
payments totaling approximately €2.0 million thatltbeen claimed by the MOO in connection with twotcacts
dating back to 2003. Signed acceptance of the termsseceived from the MOO on June 13, 2011. Tée iBsue TEL
is contingent on delivery and payment for the 2,000 tonnes. Income of $1.3 million, relating toimitial shipment o
1,000 tonnes, has been deferred until the MOOdekeery of the free product.

Deferred income of $1.0 million relates to postwsition government grants received by Innospemae@mbH.
Note 15. Stockholders’ Equity

Common Stock Treasury Stock
(number of shares in thousands 2011 2010 2009 2011 2010 2009
At January 1 29,55¢ 29,55f 29,55¢ 5,851 5,89( 5,95¢
Exercise of option 0 0 0 (23€) (186 (68)
Stock purchase 0 0 0 1,08 147 2
Settlement of NewMarket Corporation civil compl 0 0 0 (199 0 0
At December 3: 29,55¢ 29,65f 29,55¢ 6,507 5,851 5,89(

At December 31, 2011, the Company had authorizethoan stock of 40,000,000 shares (2010 — 40,000,06$)ed
shares at December 31, 2011, were 29,554,500 2@90654,500) and treasury stock amounted to @)BA&hares
(2010 - 5,851,298).

Note 16. Fair Value Measurements

Fair value is the price that would be receivedeiban asset or paid to transfer a liability inaderly transaction
between market participants at the measuremen{es&teprice). The Company utilizes a mid-markeatiog
convention for valuing the majority of its assetsl &iabilities measured and reported at fair valtee Company utilize
market data or assumptions that market participantdd use in pricing the asset or liability, inding assumptions
about risk and the risks inherent in the inputdh®valuation technique. These inputs can be reabtigervable, market
corroborated or generally unobservable. The Compainyarily applies the market approach for recuyfiair value
measurements and endeavors to utilize the besabhlainformation. Accordingly, the Company util&zealuation
techniques that maximize the use of observabletsngmod minimize the use of unobservable inputs.bompany is
able to classify fair value balances based on tisemvability of those inputs. The Company givesttigiest priority to
unadjusted quoted prices in active markets fortidahassets or liabilities (Level 1 measurement) the lowest
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priority to unobservable inputs (Level 3 measuretndfinancial assets and liabilities are classifietheir entirety
based on the lowest level of input that is sigaificto the fair value measurement. The Compangsesssnent of the
significance of a particular input to the fair valmeasurement requires judgment and may affecatoation of fair
value assets and liabilities and their placemetttiwthe fair value hierarchy Levels. In 2011, @empany evaluated
the fair value hierarchy levels assigned to itetssand liabilities, and concluded that there shdel no transfers into
out of Levels 1, 2 and 3.

The following table presents the carrying amourt @&ir values of the Company’s assets and liabditheasured on a
recurring basis:

December 31, 201 December 31, 201!
Carrying Carrying
Fair Fair

(in millions) Amount Value Amount Value
Assets
Non-derivatives:
Cash and cash equivale $ 76.2 $ 76.z $ 107.] $107.1
Shor-term investment 4.8 4.€ 4.2 4.2
Non-financial assets (Level 3 measurement
Goodwill - Octane Additive: 2.€ 2.€ 4.€ 4.€
Derivatives (Level 1 measurement)
Other nol-current asset:
Commaodity swap 0.2 0.z 1.7 1.7
Foreign currency forward exchange contr: 0.C 0.C 0.7 0.7
Liabilities
Non-derivatives:
Long-term debt (including current portio 35.C 35.C 47.C 47.C
Non-financial liabilities (Level 3 measurement):
Plant closure provisior—remediatior 27.1 27.1 25.¢ 25.¢
Derivatives (Level 1 measurement)
Other nor-current liabilities:
Interest rate swaf 0.1 0.1 0.t 0.t
Foreign currency forward exchange contr: $ 0. $ 08 $ 0C $ 0C

The following methods and assumptions were usedtimate the fair values of financial instruments:

Cash and cash equivalents, and short-term invegené&he carrying amount approximates fair value becatisiee
short-term maturities of such instruments.

Long-term debt:.Long-term debt comprises the new revolving creatility and the promissory note, which were
entered into in December 2011 and September 26%fectively. The carrying amount of long-term dgljiroximates
fair value.
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Plant closure provision— remediationThe remediation provision represents the fair valiudne Company’s liability
for environmental liabilities and asset retiremelpligations.

Derivatives:The fair value of derivatives relating to intereste swaps, foreign currency forward exchange actgr
and commodity swaps are derived from current seéfd prices and comparable contracts using cuassutmptions.

The cumulative gains and losses on the interestsiaaps and commodity swaps are summarized asviollo

201C
(in millions) 2011
Balance at January $1.2 $1.2
Change in fair valu (1.2) 0.C
Balance at December : $0.1 $1.2

On June 12, 2009, the Company entered into $50l@mof interest rate swaps which amortize andureabetween
February 2010 and February 2012 in line with threglterm debt maturity profile of our previous firc@nfacility. We
repaid the previous finance facility upon enteiimg the new facility in December 2011, at whichrpidhe remaining
interest rate swaps were rendered ineffective h@@ssociated fair value recognized in earnings.ifiterest rate swa
gualified for hedge accounting until this point ahtbughout the year ended December 31, 2010.

The commodity swaps are used to manage the Congeasgh flow exposure to raw material cost volgtillthey have
been designated as cash flow hedges and all thenodity swaps qualify for hedge accounting throughba years
ended December 31, 2011 and 2010.

At December 31, 2011, the commodity hedges wererahted to be effective and consequently an uraedlgain of
$0.2 million was recorded in other comprehensiweime. The interest rate swaps were ineffective umaur previot
finance facility, which carried the corresponditmpting rate debt obligations, had been repaid,aawdrdingly a loss
of $0.1 million has been recognized in earningsDAtember 31, 2010, both interest rate and commbédiiges were
determined to be effective and consequently a megalized gain of $1.2 million was recorded in otbemprehensive
income. Ineffectiveness was determined to be imnaie 2010 and 2009 and accordingly no gain ssloas
recognized in earnings in these periods. Baseti®@ndluations as at December 31, 2011 the Compgrects the
unrealized gain of $0.2 million to be reclassifieth earnings in the next 12 months.

Foreign currency forward exchange contracts primagiate to contracts entered into to hedge fukm@wvn
transactions or hedge balance sheet net cashgmssifihe movements in the carrying amounts and/&hires of these
contracts are largely due to changes in excharige against the U.S. dollar.
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Note 17. Derivative Instruments and Risk Manageent

The Company has limited involvement with derivatinstruments and does not trade them. The Compaey dse
derivatives to manage certain interest rate, foreigrency exchange rate and raw material costsexps.

The Company uses interest rate swaps, floors,rantid cap agreements to reduce the impact of ceangeterest rate
on its floating rate debt. The swap agreements@m&acts to exchange floating rate for fixed iag¢mpayments
periodically over the life of the agreements withthe exchange of the underlying notional amourit® notional
amounts are used to calculate interest to be paeceived and do not represent the amount of expds credit loss.

As at December 31, 2011 the Company had no inteatstnstruments designated as effective hedgeBefember 3!
2010 the following were in effect:

Notional
Amount Strike
(in millions) Rate Expiry date
Interest rate swa $ 7.E 1.443% February 7, 201
$ 7E 1.450% February 7, 201
$ 15.C 1.825(% February 6, 201
$ 10.C 1.870(% February 6, 201

The interest rate swaps with expiry dates of Fatyr6a2012 were ineffective at December 31, 201dahse the
Company'’s previous finance facility, which carribe@ corresponding floating rate debt obligatiorss] been repaid.
Accordingly, a loss of $0.1 million has been redagd in earnings in 2011.

The Company has hedged the cost of certain rawrialgteiith commodity swaps which are summarizetbdews:

December 31, 201. December 31, 201!

Carrying Carrying
Fair Fair
(in millions) Amount Value Amount Value
Notional quantity- 2,950 tonne: $ 1.7 $ 1.7
Notional quantity- 2,075 tonne: $ 0.2 $ 0.2

The impact on the income statement for the lagh@@ths is summarized below:

Gain/(Loss)
Recognized it Amount of Gain/(Loss)
Location of Gain/(Loss) Reclassified from

OCl on Reclassified from Accumulated Accumulated OCI into

(in millions) Derivative OCl into Income Income
Interest rate contrac $ 0.C Interest income/(expens $ (0.5
Commaodity contract (0.3 Cost of goods sol 1.2
(0.3) 0.7
Taxation 0.1 Income taxe: (0.2
$ (0.2) $ 0.5
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We enter into various foreign currency forward exafpe contracts to minimize currency exposure frapeeted future
cash flows. The contracts have maturity dates dbudpur years at the date of inception. Theseidgoreurrency forwar
exchange contracts have not been designated amedstruments, and their impact on the incomeestant in 2011,
2010 and 2009 is summarized below:

Amount of Gain/(Loss)
Recognized in Income

Location of Gain/(Loss)
(in millions) Recognized in Income 2011 2010 2009

Foreign currency forward exchange
contracts Other income/(expens $1.2 $0.¢ s$12C

The Company sells a range of Fuel SpecialtiesyAdiihemicals and Octane Additives to major oilnefies and
chemical companies throughout the world. CredittBnongoing credit evaluation and account momigprocedures
are used to minimize bad debt risk. Collateralatsgenerally required.

Note 18. Commitments and Contingencies

Operating Leases

The Company has commitments under operating lgagearily for office space, motor vehicles and eas items of
computer and office equipment. The leases are ¢égé¢c be renewed and replaced in the normal cairsasiness.
Rental expense was $2.6 million in 2011, $2.8 onillin 2010 and $2.6 million in 2009. Future comnatrts under
non-cancelable operating leases are as follows:

(in millions)

2012 $1.3
2013 1.C
2014 0.7
2015 0.5
2016 0.4
Thereaftel 1.C

$4.¢

Commitments in respect of environmental remediadibligations are disclosed in Note 12.
Contingencies
Resolution of certain government investigations and other matters

As we have previously disclosed, the Company rethalt®40.2 million settlement to resolve all matiarsespect of
investigations by U.S. and United Kingdom governtrarihorities

89



Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

into certain legacy transactions conducted by the@any and its subsidiaries under the United NatOm for Food
Program (“OFFP”), the U.S. Foreign Corrupt Practiéet (“FCPA”), the U.S. Cuban Assets Control Regohs
(“CACR”) and United Kingdom anti-bribery laws. TBettlement consists of fines, penalties and disgoents which
are payable over a period of four years commen2i@. As at December 31, 2011, the expected schedpayment
was as follows:

Government Compliance
(in millions) Authorities Monitor Total
Fines, penalties and disgorgeme $ 40.z $ 0.C $40.2
Probable future expens 0.C 3.¢ 3.¢
Less discounting to net present va (0.9) 0.C (0.9)
39.¢ 3.9 43.7
Amounts paid
— fixed (23.29 (1.2) (24.9)
— contingent on future tradir (5.0 0.C (5.0
Exchange effec 0.1 0.C 0.1
11.7 2.8 14.5
Due within one yea 8.3 (1.3 (9.6
$ 3.4 $ 1.t $ 4.8

For accounting purposes only we are required uGdekP, in accordance with our accounting policydiscount
elements of the fines, penalties and disgorgenieriteeir net present value.

Settlement of NewMarket Corporation civil complaint

As we have previously disclosed, the Company andubsidiaries, Alcor Chemie Vertriebs GmbH andbpec
Limited, were the subject of two civil actions bghi by NewMarket Corporation and its subsidiarytoffChemical
Corporation (collectively, “NewMarket”). NewMarkand the Company agreed to settle these actionsgnirto the
terms of a settlement agreement between them sgm&gptember 13, 2011 which provided for mutuiglases of the
parties and dismissal of the actions with prejudideder the settlement agreement, the CompanypayliNewMarket
an aggregate amount of approximately $45.0 millpayable in a combination of cash, a promissorg mod stock, of
which $25.0 million was paid in cash in Septemi@t $15.0 million is payable in three equal anmustallments
under the promissory note (carrying simple intea¢st% per annum) the first installment of whichlig on
September 10, 2012, and approximately $5.0 millvas paid in the form of 195,313 shares of the Camisacommon
stock transferred to NewMarket in September 2011.
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Other Legal Matters

While we are involved from time to time in claimsdalegal proceedings that result from, and aredemtal to, the
conduct of our business including business and certial litigation, employee and product liabilitlaens, there are
no other material pending legal proceedings to wthe Company or any of its subsidiaries is a pantyf which any
of their property is subject, although an adveesalution of an unexpectedly large number of thediridual items
could in the aggregate have a material adversetedferesults of operations for a particular yaaguarter.

Guarantees

The Company and certain of the Company’s cons@dalatbsidiaries are contingently liable for certabtigations of
affiliated companies primarily in the form of guataes of debt and performance under contractseshieto as a
normal business practice. This includes guarardkren-U.S. excise taxes and customs duties. Aeaember 31,
2011, such contingent liabilities amounted to $&iHion.

Under the terms of the guarantee arrangementsranthe Company would be required to perform dtdie
affiliated company fail to fulfill its obligationander the arrangements. In some cases, the gua@mnéngements have
recourse provisions that would enable the Compamgdover any payments made under the terms gfuaantees
from securities held of the guaranteed partie®tass

The Company and its affiliates have numerous l@ngrtsales and purchase commitments in their vabaasess
activities, which are expected to be fulfilled with adverse consequences material to the Company.

Note 19. Profit on Disposal, net

2011 200¢
(in millions) 2010
Profit on disposal of surplus United Kingdom restiate $0.C $0.2 $0.C
Loss on disposal of surplus U.S. real es 0.C (0.2) 0.C

$0.C $0.1 $0.C

In April 2010, the Company recognized a $0.2 millfrofit following the disposal of surplus realast The loss on
disposal of the surplus U.S. real estate relatésetsale of the Company’s former manufacturing isitElImwood Park,
New Jersey

Note 20. Recently Issued Accounting Pronouncemisn

In December 2011, the FASB issued ASU 2011ddnprehensive Income (Topic 220): Deferral of tifedfive Date
for Amendments to the Presentation of Reclassiicgtof
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Items Out of Accumulated Other Comprehensive InaorA&U 201-05. This was the FASB'’s response to concerns
that the new presentation requirements about igfitagions of items out of accumulated other coahgnsive income
would be difficult for preparers and may add unisseey complexity to financial statements. The amesmds to the
update are effective at the same time as the amamdrim Update 2011-05, that is for fiscal yeansl @mterim periods
within those years, beginning after December 18120he Company has adopted this guidance and mbtahad a
material effect on its consolidated financial stagats.

In December 2011, the FASB issued ASU 2011BHlance Sheet (Topic 210): Disclosures about QifgeAssets and
Liabilities . The objective of ASU 2011-11 is to facilitate gengence of U.S. GAAP and International Financial
Reporting Standards and improve the comparabifistatements of financial position. Entities arquieed to disclose
both gross information and net information abouhhbonstruments and transactions eligible for offeghe statement of
financial position and instruments and transactgrgect to an agreement similar to a master mesirmngement. This
scope would include derivatives, sale and repuechgseements, and securities borrowing and sesutgnding
arrangements. This guidance is effective for anrefabrting periods beginning on or after Januar301,3, and interim
periods within those annual periods. Entities stiqubvide the disclosures required by these amentéme
retrospectively for all comparative periods presdniThe Company is currently evaluating the poééiipact that the
adoption of this statement will have on its corgatied financial statements.

In September 2011, the FASB issued ASU 2011k@i&ngibles — Goodwill and Other (Topic 350): TasgtiGoodwill

for Impairment, which amended its guidance on the testing of gdbonpairment to allow an entity the option tadt
assess qualitative factors to determine whethdoieing the current two-step process is necessamger the new
option, the calculation of the reporting unit’srfaalue is not required unless as a result of traitgtive assessment, it
is more likely than not that the fair value of tle@orting unit is less than the unit’s carrying ami This guidance is
effective for fiscal years and interim periods begng after December 15, 2011, with early adopgemmitted. The
Company has adopted this guidance and it has wo& n@aterial effect on its consolidated financiatements.

In June 2011, the FASB issued ASU 2011-©®&mprehensive Income (Topic 220): Presentationarh@rehensive
Income. The objective of ASU 2011-05 is to improve thenparability, consistency, and transparency of fafan
reporting, to increase the prominence of itemsntepan other comprehensive income, and to fatditanvergence of
U.S. GAAP and International Financial Reportingrg@ds. To achieve this, the FASB decided to ekta@rthe option
to present components of other comprehensive inampart of the statement of changes in stockhslldguity. The
amendments in ASU 2011-05 require that all non-awhanges in stockholders’ equity be presenteeeitha single
continuous statement of comprehensive income twanseparate but consecutive statements. In thestatement
approach, the first statement should present tetaincome and its
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components followed consecutively by a second istaté that should present total other comprehensoeme, the
components of other comprehensive income, andthédf comprehensive income. Finally, current GAddes not
require an entity to present reclassification adpemnts on the face of the financial statements fotimer comprehensi
income to net income, which is required by the goe in ASU 2011-05. For public entities, the anmeeits are
effective for fiscal years, and interim periodshaitthose years, beginning after December 15, 2Bady adoption is
permitted, because compliance with the amendmeraisaady permitted. The amendments do not requiydransitior
disclosures. The Company is in compliance withgitevisions of this update, with the exception @& thclassification
adjustments as per the guidance in ASU 2011-12.

In May 2011, the FASB issued ASU 2011-64jr Value Measurement (Topic 820): Amendmentsctieve Common
Fair Value Measurement and Disclosure RequirementsS. GAAP and IFRS. ASU 2011-04 results in common fair
value measurement, as well as disclosure requiresmamder U.S. GAAP and International Financial &tépg
Standards. The amendments clarify guidance on miagdair value but do not require any additioret fvalue
measurements. This guidance is effective for figears and interim periods beginning after Decembe011, with
early adoption permitted. The Company has adojtiscguidance and it has not had a material effedtsoconsolidate
financial statements.

Note 21. Related Party Transactions

Mr. Robert I. Paller has been a non-executive threaf the Company since November 1, 2009. The Gomphas

retained and continues to retain Smith, GambrdRu&sell, LLP (*“SGR”), a law firm with which Mr. Ral holds a
position. In 2011, 2010 and 2009 the Company imzlifees payable to SGR of $6.5 million, $1.1 milland $0.1
million, respectively. As at December 31, 2011, dhsount due to SGR from the Company was $0.1 millio

Note 22. Subsequent Events

The Company has evaluated subsequent events thtioeiglate that the consolidated financial statesnaete issued,
and has concluded that no additional disclosureseguired in relation to events subsequent td#h@nce sheet date.

93



Table of Contents

Item 9 Changes in and Disagreements with Accountants on Acunting and Financial
Disclosure

None.

Item 9A Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this regoetCompany carried out an evaluation under thersigion and with
the participation of our management, including@eef Executive Officer and the Chief Financial i0éfr, of the
effectiveness of the design and operation of the@my’s “disclosure controls and procedures” (dsdd in

Rules 13a-15(e) and 15d-15(e) of the Securitieh&xge Act of 1934, as amended).

Based upon this evaluation of disclosure controts@rocedures, the Company’s Chief Executive Offesel Chief
Financial Officer have concluded that the Companysslosure controls and procedures were effectsvef
December 31, 2011.

Management’s Report on Internal Control Over Finandal Reporting

The Company’s management is responsible for estab§ and maintaining adequate internal controt éimancial
reporting. The Compang’internal control over financial reporting is @@ess designed to provide reasonable assu
regarding the reliability of financial reportingathe preparation of financial statements for exepurposes in
accordance with accounting principles generallyepted in the United States of America.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢t@isstatements. In
addition, projections of any evaluation of effeetiess to future periods are subject to the rigkdratrols may become
inadequate because of changes in conditions, bthtbalegree of compliance with the policies orcpdures may
deteriorate.

The Company’s management assessed the effectivehesCompany’s internal control over financi@porting as of
December 31, 2011. In making this assessment, reamag used the criteria internal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatifrise Treadway Commission (“COSQO”).

Based on the evaluation the Company concludedhibafompany maintained effective internal contsardinancial
reporting as of December 31, 2011, based on @aiterihelnternal Control — Integrated Frameworgsued by the
COSO.

The effectiveness of the Company’s internal cortkar financial reporting as of December 31, 2044 bheen audited
by KPMG Audit Plc, an independent registered puaticounting firm, as stated in their report whiglnicluded in
Item 8 of this Annual Report on Form 10-K.
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Changes in Internal Controls over Financial Reporthg

The Company is continuously seeking to improvegtfieiency and effectiveness of its operations ahits internal
controls. This results in refinements to processesighout the Company. However, there has beahange in the
Company’s internal control over financial reportihgring the most recent fiscal quarter that hasenelly affected, or
is reasonably likely to materially affect, the Cang’s internal control over financial reporting.

ltem 9B Other Information

None.
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PART llI

Item 10 Directors, Executive Officers and Corporate Governace

Information under the headings “Election of a Dicgt, “Re-Election of Two Directors”, “Informatioabout the Board
of Directors,” “Information about the Executive @#rs” and “Section 16(a) Beneficial Ownership Re&ipg
Compliance” set out in the Proxy Statement forAhaual Meeting of Stockholders to be held on Mag@®12 (“the
Proxy Statement”) is incorporated herein by refeeen

The Board of Directors has formally adopted a Caldéthics. Any stockholder who requires a copyh&f Code of
Ethics, Corporate Governance Guidelines or anh@Board Committee Charters may obtain one byngitd the
General Counsel and Chief Compliance Officer, Iipeadnc., 8375 South Willow Street, Littleton, Caldo, 80124, e-
mail investor@innospecinc.com. These documents lsarba accessed via the Company’s web site,
WWW.innospecinc.com.

The Company intends to disclose on its internetasity amendments to, or waivers from, its CodeasfdDct that are
required to be publicly disclosed pursuant to ties of the SEC or NASDAQ.

Information regarding the composition and the wogki of the Audit Committee is included under thadiegs
“Corporate Governance — Board Committees — Audin@dtee” and “Audit Committee Report” in the Proxy
Statement and is incorporated herein by reference.

Information regarding the procedures by which staditers may recommend nominees to the Board oCirg is
included under the heading “Corporate GovernanBeard Committees — Nominating and Governance Cotaeiiin
the Proxy Statement and is incorporated hereirefgrence.

Item 11 Executive Compensatior

The information under the headings “Executive Congpéion,” “Corporate Governance — Board Committees
Compensation Committee — Compensation Committeltwks and Insider Participation” and “Compensatio
Committee Report” in the Proxy Statement is incoaped herein by reference.

Item 12 Security Ownership of Certain Beneficial Owners andMlanagement and Relatec
Stockholder Matters

The information under the heading “Information Abour Common Stock Ownership” in the Proxy Statennen
incorporated herein by reference.

Shares Authorized for |1 ssuance Under Equity Compensation Plans

The information contained in the table under thadig “Equity Compensation Plans” in the Proxy &tagnt is
incorporated herein by reference.
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Item 13 Certain Relationships and Related Transactions, an®irector Independence

The information under the headings “Transactiorth &xecutives, Officers, Directors and Others”, @ Other
Transactions and Relationships” and “Corporate @wwgce — Director Independence” in the Proxy Staterns
incorporated herein by reference.

Item 14 Principal Accountant Fees and Service

Information with respect to fees and services eeléd the Company’s independent registered pubtownting firm,
KPMG Audit Plc, is contained under the heading fiEipal Accountant Fees and Services” in the Praayegent and
is incorporated herein by reference. Informatiothwespect to the Audit Committee’s pre-approvdigees and
procedures is contained under the heading “Audm@dtee Pre-approval Policies and Procedures”anRtfoxy
Statement and is incorporated herein by reference.
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PART IV
Item 15 Exhibits and Financial Statement Schedule
@ (1 Financial Statements
The Consolidated Financial Statements of Innospecdnd its subsidiaries and
related notes thereto, together with the reporethre of KPMG Audit Plc dated
February 17, 2012, appear on pages 47 through 8% &011 Form 10-K to
stockholders, are incorporated in Iten
2 Financial Statement Schedules
All financial statement schedules have been omégiede the information
required to be submitted has been included inittential statements or
because they are either not applicable or not requinder the Rules of
Regulations -X.
(3) Exhibits

3.1 Amended and Restated -laws of the Registrant. (
4  Rights Agreement dated June 12, 2009.

10.1 Employment offer letter from The Associated Octehipany Limited to Philip J Boon, (2)
and Executive Service Agreement dated June 1, Z009*

10.z  Contract of Employment, lan McRobbie. (3
10.2  Contract of Employment, Dr. Catherine Hessner*(

10.£  Contract of Employment, Patrick Williams, dated @wr 11, 2005, (6) and Executive
Service Agreement dated April 2, 2009. (1(

10.t  Contract of Employment, lan Cleminson, dated June2806. (7) *
10.€  Innospec Inc. Performance Related Stock Option P0&8. (8) *
10.7  Innospec Inc. Company Share Option Plan 2008.

10.¢  Innospec Inc. Non Employee Direct’ Stock Option Plan 2008. (8)
10.€  Innospec Inc. Sharesave Plan 2008. (

10.1C Innospec Inc. Executive Co-Investment Stock Plaiv¥2@s amended by the First
Amendment (filed herewith

10.11  Multicurrency Revolving Facility Agreement datedd@enber 14, 2011 with Lloyds TSB
Bank plc as agent and security agent which proviodiea five year, $100,000,000, revolv
loan. (9)
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10.1z
10.1¢

10.1¢

10.1¢

10.1¢

10.15

10.1¢
10.1¢
12.1
14

16
21.1
23.1
23.2

31.1

31.z

32.1

32.2
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Contract of Employment, David E. Williams, date¢p&enber 17, 2009. (13)

Letter dated December 1, 2010 from the Board oé®ars to Patrick S. Williams regarding a one off
bonus payment. (14)

Letter dated December 1, 2010 from the Board oé®aors to lan P. Cleminson regarding a one off
bonus payment. (14)

Letter dated December 1, 2010 from the Board oé®@ars to Philip J. Boon regarding a one off bonus
payment. (14) -

Letter dated December 1, 2010 from the Board oé®@ars to lan McRobbie regarding a one off bonus
payment. (14)

Letter dated December 1, 2010 from the Board oé®ars to Brian Watt regarding a one off bonus
payment. (14)°

Contract of Employment, Andrew Hartley dated Judy 2004. (15) *

Compromise Agreement, Andrew Hartley dated DecerbheP011 (filed herewith).
Statement Regarding Computation of Financial Refitesl herewith).

The Innospec Inc. Code of Ethics (as updated)d(fierewith).

Letter regarding change in certifying accountanédaune 17, 2011. (1

Principal Subsidiaries of the Registrant (fileddweith).

Consent of Independent Registered Public Accouriting, KPMG Audit Plc (filed herewith’

Consent of Independent Registered Public Accouriing, PricewaterhouseCoopers LLP (filed
herewith).

Certification of the Chief Executive Officer pursuao Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewith).

Certification of the Chief Financial Officer pursudo Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewith).

Certification of the Chief Executive Officer pursuao 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002 (filed herewith

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002 (filed herewith

XBRL Instance Document and Related Ite
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Notes

(1) Incorporated by reference to the Company’s almeamt dated April 21, 1998, to a
previously filed Form 1-12B/A.

(2)  Filed with the Compar’s Form 1K on March 26, 2001

(3)  Filed with the Compar’s Form 1-K on March 28, 200z

(4)  Filed with the Compar’s Proxy Statement on March 15, 20
(5)  Filed with the Compar’s Form 1K on March 31, 200t

(6)  Filed with the Compar’s Form &K on October 12, 200!

(7) Filed with the Compar’s Form K on June 30, 200t

(8) Filed with the Compar’s Proxy Statement on March 31, 20
(9)  Filed with the Compar’s ¢€-K on December 19, 201

(10) Filed with the Compar’s &-K on April 3, 2009.

(11) Filed with the Compar’s ¢€-K on May 27, 2009

(12) Filed with the Compar’s &€-K on June 12, 200!

(13) Filed with the Compar’s &-K on September 14, 200

(14) Filed with the Compar’s 1(-K on February 18, 201.

(15) Filed with the Compar’s 1(-K on March 31, 200=

(16) Filed with the Compar’s ¢€-K on June 17, 201.:

*  Management contract or compensatory
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly
caused this report to be signed on its behalf byutidersigned, thereunto duly authorized.

INNOSPEC INC. By: /s/ PATRICK S. WILLIAMS
(Registrant Patrick S. Williams
Date: President and Chief Executive Offic

February 17, 201

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following
persons on behalf of the registrant and in the@apa indicated as of February 17, 2012:

/sl ROBERT E. BEW Chairman and Director

Dr Robert E. Bev

/s/ IAN P. CLEMINSON Executive Vice President and Chief Financial
Officer

lan P. Cleminsol

/sl MARK A. BRACEWELL Group Financial Controller (Principal Accounting
Officer)

Mark A. Bracewell

/sl HUGH G. C. ALDOUS Director

Hugh G. C. Aldou:
/sl MILTON C. BLACKMORE Director

Milton C. Blackmore

/sl MARTIN M. HALE Director
Martin M. Hale
/s ROBERT I. PALLER Director
Robert I. Palle
/s/ JOACHIM ROESER Director

Joachim Roese
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1. PURPOSE AND DEFINITIONS
1.1. Purpose

The 2004 Innospec Inc. Executive Co-InvestmentiSRian, adopted by the Board of Directors of thenBany on 24 February
2004, for certain senior executives of the Comp@nintended to align the interests of such persatisthe Company by allowing
such senior executives to elect to utilize a partibhis or her Bonus for the purchase of Sharespaovisionally receive certain
Matching Shares provided by the Company, to fatdithe shareholding requirement for senior manageas set out by the
Committee.

1.2. Definitions
In this Plan, the following words and expressiomalls where the context so permits, have the megnset forth below:

“the Act”
the Income and Corporation Taxes Act 1988;

“Acquiring Company”
the person mentioned in Section 5.1, being a cognpathin the meaning of Section 8.
of the Act;

“Board of Directors”
the board of directors of the Company;

“Bonus”
the net amount of bonus compensation, after thaatioh of all applicable income tax
and social security liabilities, as determined iy Committee, awarded to an Eligible
Employee in addition to such person’s base salary;

“Bonus Notification Date”
the date on which the Company notifies each Elginployee of his Bonus amount;

“the Code”
the United States Internal Revenue Code of 198&rfended);

“the Committee”
the Innospec Inc. Compensation Committee;

“the Company”
Innospec Inc., a Delaware Corporation;

“Control”
the meaning ascribed by Section 840 of the Act;

“Election Date”
the date on which an Eligible Employee elects tiizata portion of his Bonus pursuant
to Sections 2.1(a) and 2.2(a);

“Eligible Employee”
the senior executives of the Group designated diipants in the Plan, as determined
by the Committee, whether annually or otherwisep wake employed by the Company or
any of its Subsidiaries;

“Fair Market Value”
in relation to a Share on any day, either:

(1) if and for so long as the Shares are listetlASDAQ, the reported closing price
shares of Innospec Inc. common stock on NASDAQHat day, or the last preceding
trading day if that day is not a day that NASDAQjeen for business;
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(2) its fair market value as determined by the BaarDirectors;

“Group”
the Company and each of its Subsidiaries;

“Matching Shares”
the matching Shares provisionally issued by the @aomg to the Eligible Employees
pursuant to Sections 2.3(a) and 2.3(b).

“NASDAQ”
The Nasdag Stock Market, including its three matiest NASDAQ Global Select
Market, NASDAQ Global Market and NASDAQ Capital Mat or their successors;

“Parent”
any company which is a parent corporation of then@any within the meaning of
Section 424(e) of the Code,;

“Purchase Period”
the next available trading opportunity in accordanith the Company’s trading policy;

“the Plan”
the 2004 Innospec Inc. Executive Co-InvestmentiSRian (as amended on July 1,
2006) in its present form, or as from time to tiatiered in accordance with the Rules;
“Rules”
the Rules of the Plan and “Rule” shall be constraetbrdingly;
“Share”
a share of common stock, par value $0.01 per shatiee Company;
“Share Price”
the price paid for a Share during the Purchaseo@eri
“Subsidiary”

any company which is a subsidiary corporation waitiie meaning of Section 424(f) of
the Code;

“Target Bonus”
a target amount, set annually at the absoluteetiscr of the Board of Directors, for each
Eligible Employee regarding his Bonus.

References to any statutory provision are to thatipion as amended or re-enacted from time to,tane, unless the context otherwise
requires, words in the singular shall include theg (and vice versa) and words importing the roéise the feminine (and vice versa).

2. PROCEDURE FOR SHARE MATCHING

2.1. Purchase of Shares with Bonu

(@  Within 21 days after each Bonus Notification Daach Eligible Employee may elect to utilize a minimof zero and
maximum of fifty percent of his Bonus earned fog thurchase of Shares in the Company during thewiollg Purchase
Period.

(b)  During the Purchase Period, each Eligible Emplsje#l purchase a number of Shares equal to théequatf the amour
determined in Section 2.1(a) and the Share Pricgnded down to the nearest whole num

(c) In the event that an Eligible Employee doesmake an election pursuant to Section 2.1(a) wilidays after the relevant
Bonus Notification Date, then such Eligible Empleyshall not receive any Matching Shares grantesiyaunt to Section 2.3

(a).



2.2. Purchase of Shares When Target Bonus is Exceed

(@)

(b)

(€)

If the Committee has awarded an Eligible Emp&g bonus in an amount that exceeds the aggfEgaget Bonus for such
Eligible Employee, then in addition to the Shareschased pursuant to Section 2.1 above, such Higimployee must
utilize at least one-third of the amount in excaefs¥arget Bonus and may, within 21 days after t#lewant Bonus
Notification Date, elect to utilize up to one huedmpercent of the excess over Target Bonus foptinehase of Shares in t

Company during the following Purchase Per

During the following Purchase Period, eachiblggEmployee (or the Company if applicable) sipalichase a number of
Shares equal to the quotient of the amount deteuiim Section 2.2(a) (or Section 2.2(c) if appliedtand the Share Price,
rounded down to the nearest whole num

In the event that an Eligible Employee is regdito make an election pursuant to Section 2\2ifhjn 21 days after the
relevant Bonus Notification Date but does not msikeh an election, then the Company shall withhidchfsuch Eligible
Employee an amount equal to one-third of such BEIBgEmployee’s Bonus in excess of the Target Bamasthe Company
shall purchase on behalf of such Eligible Employkeing the following Purchase Period, a numbe8ludres in the
Company as determined by Section 2..

2.3. Procedure for Share Matching

(@)

(b)
()

Subject to Sections 3 and 4 below, for every 8hares purchased by an Eligible Employee purgodction 2.1, the
Company shall provisionally provide to such Eligitimployee by reason of his or her employment didé&ianal Matching
Share.

Subject to Sections 3 and 4 below, for evenry 8hare purchased by or on behalf of an Eligibl@lgyee pursuant to
Section 2.2, the Company shall provisionally previd such Eligible Employee one additional Match8iware

Subject to Sections 4.2, 5.1, and 5.2, Matching&hshall not be transferred by the Company taliiég=mployees until tf
conditions set forth in Section 3 are satisfi

CONDITIONS RELATING TO MATCHING SHARES

3.1. Requirement to Remain in Employment
Subject to Sections 4.4, 5.1, and 5.2, each Eg&ditshployee must remain employed by the Compang fueriod of three years af
the Election Date, at which time all Matching Stsageanted by the Company for such utilized bonadl iecome vested and shall
be transferred to the Eligible Employee.

3.2. Forfeit of Matching Shares

Subject to Sections 4.4, 5.1, and 5.2, if an ElglBmployee leaves the employment (for any readuatseever) of the Company
before the Matching Shares have been transferrboftothen such Matching Shares shall be forfditeduch Eligible Employee
and, upon such a forfeiture, the Eligible Emplogball not possess any rights or claims of any kinor under the forfeited

Matching Shares.
RESTRICTIONS ON MATCHING SHARES

4.1. Maximum Aggregate Number of Matching Shares

The maximum aggregate number of Matching Shareshwiiay be issued under the Plan, or purchasedtirer@ompany in
accordance with Section 6.1, shall be 190,000 (Wwhépresents the
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4.2,

4.3.

4.4,

4.5,

4.6.

95,000 set forth in the Plan as originally adoptesdadjusted to give effect to the 2-for-1 stodk spthe Shares that was effected in
2007), subject to any future increase in this liwtitich may be adopted by and at the discretiom@Qommittee with approval by
the stockholders of the Company to the extent syginoval is required by applicable law.

Matching Shares may not be sold or transferrec

Matching Shares provisionally provided to Eligifdmployees under this Plan shall be personal to Eligible Employee and she
not be capable of being sold, transferred, assigmecharged until the conditions set forth in 88t8 are satisfied.

No Rights Under Matching Shares

Eligible Employees shall have no voting or othghts under the Matching Shares provisionally preditb such Eligible
Employees until the conditions set forth in SecBoare satisfied.

Right to Matching Shares Prematurely

Notwithstanding any other provision of these Rulaiching Shares may, at the discretion of the Cates) be transferred by the
Company to an Eligible Employee (or a personales@ntative in the case of death) following the datevhich such Eligible
Employee ceases to hold any office or employmetit the Company or a Subsidiary on account of:

(@) death, injury, or disability, as evidenced to thésfaction of the Committe:
(b)  redundancy (within the meaning of the Employmermh® Act 1996)
(c) retirement on reaching age 65 or such earlierereiént date as agreed with the Compi

(d) the transfer of the undertaking or part-undenig.in which the Eligible Employee is employedaiperson other than the
Company or a Subsidiar

(e) the Company or Subsidiary by which the Eligible Hoype is employed ceasing to be under the ConfrileoCompany; o
® termination of employment by the Company or Sulasidfor a reason other than gross misconc

Admission to NASDAQ

If and so long as the Matching Shares are listeNASDAQ the Company shall use its best endeavaupsdcure that as soon as
practicable after the allotment of any Matching r@sgursuant to the Plan, application shall be nl@adASDAQ for permission to
deal in these Matching Shares unless such applichis already been made.

Ranking of Matching Shares

Subject to the provisions of Sections 3 and 4Maliching Shares issued pursuant to this Plan seatlh voting, dividend, and oth
rights (including those arising on a liquidationdt rank pari passu in all respects with the Shidmes in issue until such Matching
Shares are transferred by the Company to the Higitmployee.

TAKE -OVER, RECONSTRUCTION AND AMALGAMATION AND LIQUIDATI ON

5.1.

Take-over pursuant to General Offer

If any company (“the Acquiring Company”) becomeBaxent of the Company as a result of making e#rtender offer to acquire
the whole of the Company’s issued share capitabfahan any shares already owned by the Acqu€immpany or any Subsidiary
of the Acquiring Company) and which is made on iadition that if it is satisfied the Acquiring Compawill become the Parent,
then all restrictions placed on the Matching Shargsuant to this Plan shall be removed.
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5.2.

Voluntary Winding Up of the Company

If a resolution is passed for the voluntary windingof the Company, then all restrictions placedrenMatching Shares pursuan
this Plan shall be removed.

ADMINISTRATION

6.1.

6.2.

6.3.

6.4.

Maintenance of Unissued Share Capite

The Company shall at all times either keep avadahifficient unissued Shares to satisfy the issmafdlatching Shares under t
Plan (taking account of any other obligations & @ompany to allot unissued or treasury Shareshalt ensure that sufficient
issued Shares will be available to satisfy the seofithis Plan. Notwithstanding anything in therPla the contrary, to the extent
that any terms of the Plan permit or require agiBlle Employee to purchase Shares, an Eligible Byga shall (i) purchase such
Shares directly from the Company at the then Fairkdt Value; or (ii) purchase such Shares on tlemoparket. Shares purchased
from the Company shall be subject to the limit relijag the total number of Shares which may be dsueler the Plan or purcha:
from the Company as specified in Rule 4.1.

The Committee’s Power to Administer Plan

The Committee may make such regulations for theigidtration of the Plan as it deems fit, providkedttno regulation shall t

valid to the extent it is inconsistent with the &l

The Committe€’s Decision is Final and Conclusiv

The decision of the Committee in any dispute retato an issuance pursuant to this Plan, or argrottatter in respect of the Plan,
shall be final and conclusive.

Costs of Administering Plan

The costs of introducing and administering the Rlaall be borne by the Company.

ALTERATIONS

7.1. Power to alter Rules
Subject to Section 7.2, the Committee may in isedition alter the Rules, provided that no sudration shall be made without
stockholder approval to the extent such approvaddsired by law.

7.2. Alterations which affect subsisting rights of forme or current Eligible Employees
The Committee may not alter the Rules such thdt aiteration would abrogate or adversely affectsthlesisting rights of former or
current Eligible Employees.

GENERAL

8.1. Effective Date
The Plan shall become effective as of the dateapproved by the Board of Directors.

8.2. Termination of the Plan
The Plan shall terminate on the tenth annivershtijeodate on which it is approved by the Commitieat any earlier time by the
passing of a resolution by the Committee. Termamatf the Plan shall be without prejudice to thlesssting rights of former or
current Eligible Employees.

8.3. Governing Law

This Plan shall be governed by and construed inrdemce with English Law.
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DATED

December 21, 2011

Exhibit 10.18
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()
3)
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Andrew Hartley

CONFORMED COPY

COMPROMISE AGREEMENT

Without prejudice
and
subject to contract

Eversheds LLP
Eversheds House
70 Great Bridgewater Street
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WITHOUT PREJUDICE AND SUBJECT TO CONTRACT

THIS AGREEMENT is made on 21 December 2011

BETWEEN:

4 Innospec Incof 8375 South Willow Street, Littleton, Colorad®124 USA(“the Parent” ).

(5) Innospec Limited whose registered office is at Innospec ManufactuRark, Oil Sites Road, Ellesmere Port, CH65 4Fthe

Employer” ).

(6) Andrew Hartley of Seymour House, 12 Seymour Chase, Knutsford, iteedVA16 4BY, UK (“the Executive” ).

1. Definitions

1.1 In this Agreement the following expressions haweftiilowing meanings

“the Acts” the Equal Pay Act 1970, the Sex Discrimination 2875, the Race Relations Act 1976,
the Employment Rights Act 1996, the Disability Distination Act 1995, the Working
Time Regulations 1998, the National Minimum Wage 2298, the Public Interest
Disclosure Act 1998, the Employment Relations 4299, the Transnational Information
and Consultation of Executives Regulations 1998 Employment Equality (Sexual
Orientation) Regulations 2003, the Employment EiggpéiReligion or Belief)
Regulations 2003, the Employment Equality (Age) lRetions 2006 and paragraphs (c)
and (d) of section 147(3) of the Equality Act 2 0as subsequently consolidated,
modified or renacted from time to timu

“the Group” means any company wherever registered or incomgmbrahich is for the time being a

“the Pension Schen™

“PAYE deductions”

“the Service Agreemer”

subsidiary or a holding company of the Parent erEmployer or a subsidiary of any
such company (dsubsidiary” and“holding company” are defined in Section 1159 of
the Companies Act 2006 (as amended) or which esanciated company of any such
company (asassociated company’is defined in the Income and Corporation Taxes Act
1988 (as amended

the Innospec Limited Pension Plan of which the Exge is a deferred memb

deductions made to comply with or to meet any lighdf the Employer to account fc
tax pursuant to regulations made under ChapterPadf11 Income Tax (Earnings and
Pensions) Act 2003 and to comply with any obligatio make a deduction in respect of
national insurance contributior

the terms and conditions governing the Exec’'s employment dated 2 April 20C
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2.2

3.1
3.2

3.3

4.1

4.2

Basis of Agreemen

The parties have entered into this Agreement torckand implement the terms upon which they haveeajto settle all outstandi
claims which the Executive has or may have agdmsParent, the Employer or the Group arising éatr in connection with or as
a consequence of his employment and its proposettation and the Parent, the Employer or the Gitwagor may have against
the Executive arising out of or in connection wothas a consequence of his directorships, employarehtheir proposed
termination, excluding any claims that may arisexelithe Executive has been wilfully dishonest beowise involved in criminal
activities. The terms set out in this Agreementstitute the entire Agreement between the partielsaa@ without admission of
liability on the part of the Parent the Employettoe Group

The Parent and the Employer are entering hisoAgreement for themselves and as agent forraistee of all Group companies
and are duly authorised to do so. The parties thteat each Group company should be able to enforit® own right the terms of
this Agreement which expressly or impliedly corddvenefit on that company subject to and in acecarelavith the provisions of tl
Contracts (Right of Third Parties) Act 19¢

Termination
The Executiv’'s employment will terminate by reason of redundamty1 December 201“the Termination Da").

The Employer will pay at the next available ogipnity the Executive’s salary, and any accruedumtiaken holiday pay (subject to
tax, national insurance and pension deductions)rhdontinue to provide the Executive with alhetr contractual benefits
pursuant to the Service Agreement in the usual uvdily the Termination Date

Unless specifically provided for in this agresrnthe Executive’s entitlement under or partidgrain any other benefit plans
provided by the Parent and the Employer will casitle effect from the Termination Dat

Termination arrangements

In consideration for the Executive agreeing toghevisions of clause 9 below, the Employer and Raagree, without any
admission of liability:

to pay to the Executive the sums

41.1 £117,177 in lieu of notice

41.2 £13,650 in lieu of car allowance; a

41.3 £98,428 in respect of bonus earned under the Managielmcentive Compensation Plan (MICP) for the ndée yeal
2011,

subject to PAYE deductions.

to make a Termination Payment£64,500 which includes any entitlement to statutegundancy or any other sums arising ft
the Executive’s employment and its termination. Ppheies believe that in accordance with the reielegislation the first £30,000
of the Termination Payment is not subject to tas/@annational insurance contributions and will lzédpgross, the balance of the
Sum will be subject to income tax deductions butemployee national insurance deductic

3



4.3

4.4

4.5

4.6

4.7

4.8

4.9

Payment of the sums due under clauses 4.1.2rtd Be made within 21 days of the TerminationeDatbject to the Employer
receiving a copy of this Agreement signed by thedttive and Advisol

to continue and maintain Directors and Officersimasice cover for any period in which the Executixgs or would be potential
liable as a director or officer or former directwrofficer of the Employer or any other companyha Group

The Employer confirms that to the extent t

(i) the Executive incurs legal fees in relatioratdgions carried out by him during his period of émgment in the execution of his
duties as a director or officer of the Parent,Ehgployer or any Group Company (including withoutitation in relation to any
regulatory authorities’ investigation into the Rarehe Employer or Group) ; and

(i) the cost of such legal fees are not recoverainider the Employer’s liability insurance for di@rs and officers in force from
time to time (the “D&O Policy”),

then, in full and final settlement of any potentildim against the Parent, the Employer or the @iouespect of such legal fees,
Employer agrees to pay such legal fees up to ammaxiof £100,000 exclusive of VAT Such payment igjsct to the production
by the Executive of such evidence of such lega feethe Employer may reasonably require and wippdid within a reasonable
period of time, and in any event within two montfiseceipt by the Employer of such evidence.

to confirm that for the purposes of Rule 5&.8he Pension Scheme, the Executive will be tkageleaving at the Employer’s
request and to procure that the Executive’s entitlet to benefits arising from the Pension Schentidowicalculated according to
the rules of the Pension Scher

to exercise their discretion (the Compensafiommittee of the Parent having exercised theirdtgm) to vest the options under
the PRSOP Plan granted to the Executive on 24 M2068. The option applies to 7908 shares and nauskbrcised within 12
months from the Termination Date. All other opti@ranted to the Executive under the PRSOP ¢

to grant the Executive (the Compensation Commifebe Parent having exercised their discretiohpgtions under the CSOP P
which will vest on the Termination Date and museklercised within 12 months of the Termination Datee options under the
CSOP are as listed belo

Number granted Option price
Date granted Plan type
24 March 200¢ CSOP £ 2 $ 4.62
21 Feb 200° CSOP ¢ 24¢€ $ 27.0¢
17 Feb 201( CSOP E 175¢ $ 10.3¢
24 March 200¢ CSOPE 287¢ $ 4.62
21 Feb 200° CSOP E 1022 $ 27.0¢

to exercise their discretion (the Compensafiommittee of the Parent having exercised theirdtgm) to vest the SEUs (Phantom
options) granted to the Executive on 24 March 2898sted below

Plan type Number granted Option price
Date granted
24 March 200¢ SEL 1476: 0
24 March 200¢ SEL 536¢ 4.62

Any gain the Executive may make in terms of thereigse of these options is capped at $9.24 for &dld; The SEUs must be
exercised within 12 months of the Termination Date



4.10

411

4.12

to exercise their discretion (the Compensdafiommittee of the Parent having exercised thegrditon) to vest the 2361 SEUs
(Phantom options) with an option price of $10.38ged to the Executive on 17 February 2010. ThesSHEUSst be exercised within
12 months of the Termination De

to continue to provide cover for the Emploged his immediate family under its Private HealldnRvith SimplyHealth until
30 June 201z

to confirm that, the Executive has no rightselation to options granted under the Co-Invéaih Bnd that these options will lapse
on the Termination Dat

Legal Fees and Outplacemer

The Employer agrees, subject to receipt ohaaice from the Executive’s Adviser, to pay to thdviser the Executive’s reasonable
legal fees up to a maximum of £1500 exclusive offMAcurred exclusively in connection with this Agreent. Any invoice should
be addressed to the Executive but expressed tay@ble by the Employer and sent under private anfidential cover to Cathy
Hessner at the Employ s address as set out in this Agreem

The Employer will meet the cost of providing theeEutive with outplacement support up to a maximast of£8,500 plus VAT
from a provider to be chosen by the Emplo

Return of property

On or before the Termination Date the Executive retiurn to the Parent or the Employer, all creditds, keys, his security pa
laptop computer, Blackberry, mobile phone, all coitep disks, facsimile machine, all documents aresotogether with all other
property belonging to the Parent, Employer or theup or relating to its or their business in hisgession or control except for
such property as the parties agree in writing tth@tExecutive may retail

Reference

The Employer agrees to provide the Executive witbfarence in the terms of the letter at schedwda®agrees to respond to all
employment reference enquiries in a manner comsigtith this reference, subject to any amendmetisiivmay be necessary to
reflect material facts which come to the knowledfithe Employer following the date of this Agreernen

Warranties and representations

The Executive warrants and represents to the Parehthe Employer that up to and as at the dagefthieement becomes bindi
in accordance witClause 15the Executive

8.1.1 has not knowingly committed any repudiataageh of any duty owed to the Parent, the Employany Group
company.
8.1.2 has not done or failed to do anything amagnttd a repudiatory breach of the express or irdgkems of his

employment with the Parent or the Employer or whith had been done or omitted after the executibthis
Agreement, would have been in breach of any déitsis;

8.1.3 is not aware of any matters relating to any actsnoissions by him or any director, officer, Exegator agent of th
Parent or the Employer (or any Group company) wifidisclosed to the Parent or the Employer wouldnight
reasonably affect its decision to enter into thisgement
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8.2

8.3

8.4

8.5

9.1
9.2

9.3

8.1.4 confirms there are no circumstances of whils aware or of which he ought to be aware whichld constitute a
repudiatory breach on his part of his contractropyment which would entitle or have entitled f&rent or the
Employer to terminate his employment without nat

The Executive undertakes to forthwith notifg tharent and the Employer if at any time in théogeirom the date of this
Agreement to the Termination Date he is in breddmg of sub clauses 8.1.1 to 8.1.4 above or heves that he may have any of
the claims set out in clause 10.1 which arise @salt of any acts or omissions by the Parent@mBmployer which occur between
the date of this Agreement and the Termination C

The Executive agrees to comply with reasonableastguo be available and to cooperate with andtatss Parent, the Employer
its advisers in relation to any administrative,uiagory, judicial or quasi-judicial proceedings lunding but not limited to attending
interviews with the Serious Fraud Office. The Exe@iacknowledges that this could involve, butds lmited to, pursuing or
defending any regulatory or legal process, progdirformation in relation to any such process, fimg a witness statement and
giving evidence in person on behalf of the Paredtthe Employer. The Employer shall reimburse tkedgtive for any reasonable
fees and expenses and any loss of earnings incarcganplying with his obligations under this clau

The Executive agrees to provide appropriate supgrattassistance to the Employer in relation tchéredover of any dutie
formerly performed by the Executive for no thanh2iirs per month in the period from the Terminafiaie to 31 March 2012.
Such assistance may include meetings and confeoatisavith the Vice President, General Counsel@hif Compliance Officer,
David Williams and other employees of the ParertherEmployer

The Executive agrees to be responsible fopdlyenent of any tax in respect of any of the sunysple or services or benefits
provided under clauses 4 and 8 (other than foatteédance of doubt, any tax withheld by the Empiagepaying the sums to the
Executive) and the Executive agrees to indemniéyEmployer and to keep the Employer indemnifiegd@ontinuing basis against
all liabilities to taxation (including, but not lited to, any interest, penalties and costs othem #ny interest, penalties or costs
incurred as a result of any delay or failure onghg of the Employer to deal promptly with paymehany tax the Employer is
liable to pay under this Agreement or any demandsafkation or correspondence from the Her MajesReévenue and Customs
(“*HMRC")) which the Employer may incur in respedtar by reason of payment of those sums or prowisiothose services or
benefits to the Executive. In consideration of tinslertaking, the Employer agrees that, if it reegiany assessment relating to
income tax which would be the subject of this indéy it will, before making any payment to theeehnt authorities pursuant to
such assessment or requiring the Executive to raakgayment to it pursuant to this indemnity, alktv Executive a reasonable
opportunity to challenge such assessment and tadadim with all documentation and operation that he may reasonably req
in relation theretc

Confidentiality and other restrictions
In consideration for the payment£500.00 which sum will be subject to PAYE deductic

The Executive accepts and agrees that his &xpred implied duties relating to confidential mfi@ation, restrictive covenants and
intellectual property rights as set out in the 8nAgreement continue after the Termination L

The Executive agrees and undertakes not tdg#io any person, firm or company or use for g d@enefit or the benefit of any
person, firm or company any trade secret or infaoioneof a private, secrt
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9.4

10.
10.1

or confidential nature concerning the businessraes or affairs of the Parent, the Employer or@rgup company or any of
its/their respective customers, clients or supgl{@rcluding but not limited to terms of contraotsarrangements, existing and
potential projects, accounts, information regardingtomers, clients or suppliers, disputes, busideselopment and/or marketing
programmes and plans) which have or may have corhis tknowledge during the course of his employmtit the Parent, he
Employer or any company in the Grot

The Parent, Employer and the Executive agree addrtake that they will no

9.4.1 make or publish any statement to a thirdypawhcerning the terms of this Agreement, the disgettled by it or the
circumstances surrounding the termination of theddkive' s employment
9.4.2 make or publish any derogatory or disparaging state or do anything in relation to the other (amthie Executiv's

case to the Parent, Employer or any company iGttoeip, or officers or executives of the Parent,Ehgployer or any
company in the Group) which is intended to or whitight be expected to damage or lower their regpect
reputations

provided that this clause will not prevent the Raend the Employer from complying with their dsslire obligation under the
Companies Acts and the NASDAQ Stock Exchange fistines and the Executive will not be preventednfroaking a disclosure:

0] for the purposes of seeking legal advice in refatmthis Agreement provided the professional agtvis
bound by a duty of confidenc

(i) to the proper authorities as required by |

(i) to his wife or partner, immediate family and prafiesal advisors provided such person agrees totaia

confidentiality
Full and final settlement

This Agreement has effect for the purpose of comismg without any admission of liability on therpaf the Parent, th
Employer or any Group companies by means of fudl famal settlement all claims whether known or moall jurisdictions under
contract, tort, statute or otherwise which the Exti®e has or may have against the Parent, the Braptir any Group companies
and their respective officers and Executives agisiat of or in connection with or as a consequeides employment, or the
termination of his employment including in parti@ufor the avoidance of doubt the following claimisich the Executive has rais
or intimated:

10.1.1 damages for breach of contract howsoever arisidlgding in respect of stigm.
10.1.2 pay in lieu of notice or damages for terminatioreofployment without notice or on short noti
10.1.3 outstanding pay, car allowance, holiday (rasiuding under the Working Time Regulations 1938)ertime, bonuses,

commission and benefits in kin
10.1.4 unlawful deductions from wages under the Employnfights Act 1996

10.1.5 unfair dismissal

10.1.6 a redundancy payment whether statutory or o

10.1.7 discrimination, harassment, victimisation or de&ithunder the Sex Discrimination Act 19°
10.1.8 discrimination, harassment, victimisation or degithunder the Race Relations Act 19
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10.2

10.1.9
10.1.10

10.1.11
10.1.12
10.1.13
10.1.14
10.1.15

10.1.16

10.1.17

10.1.18
10.1.19

10.1.20

10.1.21
10.1.22

disability discrimination or victimisation underetbisability Discrimination Act 199¢

damages or compensation for personal imjiLiany kind to the extent that an employment migduvould have
jurisdiction over such a clain

detriment suffered under the Employment Rights ¥996;

a breach of the Working Time Regulations 1€

damages under the Data Protection Act 1!

a claim under Part VII of the Transnational Infotina and Consultation of Executives Regulations3t!

any future claim under section 192 of the Tradeodrand Labour Relations (Consolidation) Act 19“TULRCA”)
for failure to pay remuneration under any protextiward that may in the future be made under sed88 of
TULRCA;

discrimination on the grounds of sexual orientatioder the Employment Equality (Sexual Orientati@epulations
2003;

discrimination on the grounds of religion or beliefder the Employment Equality (Religion or BeliBgulations
2003;

discrimination on the grounds of age under the Bypkent Equality (Age) Regulations 20

save as provided for in this agreementcéaign relating to awards or prospective awards utitke Employer’s
Performance Share Plans or any Share Award Schearsieding the PRSOP, CSOP, SEU and Colnvest P

a complaint under section 120 of the Equality Ag1@ relating to: age discrimination or harassmelaiting to age
disability discrimination or harassment relatinglisability; gender reassignment discriminatiotarassment relating
to gender reassignment; marriage or civil partriprdtscrimination; pregnancy and maternity discriation or
discrimination because of he protected characike$fpregnancy or maternity; race discriminatiorharassment
related to race; religious or belief-related disgniation or harassment related to religion or lfefiex discrimination,
harassment related to sex, or sexual harassmeat gadtion 26(2); harassment under section 26¢83 flavourable
treatment because of a rejection of or submissidratassment related to sex, or gender reassignoresgxual
harassment); sexual orientation discriminationamaksment related to sexual orientation; victinose

a complaint relating to a breach of an equalitystaunder the Equality Act 201
a complaint relating to a breach of an equalitg i nor-discrimination rule under the Equality Act 20

but excluding any claim in respect of pension ghtcrued as at the Termination Date any persojuayiclaims of
which the Executive was not aware at the dategafisg this Agreement, and any claim or action tfoese the terms
of this Agreement.

This Agreement has effect for the purposeoaffromising without any admission of liability dmetpart of the Executive by means
of full and final settlement all claims whether kimoor not in all jurisdictions under contract, {astatute or otherwise which the
Parent, the Employer or any Group companies ardrémspective officers and Executives has or masetegainst the Executive
arising out of or in connection with or as a consage of his employment, directorships or the teatidn of either, provided
always that the Executive has in accordance wighnathrranties at Clauses 8.1.1 to 8.1.4 of this Agrent disclosed to the Parent
and the Employer any matters within his knowle



11.

12.

13.
13.1

13.2

14.
14.1

14.2

which might have entitled the Parent, the Emplayesiny Group Company to pursue claims against mdnthat this clause does
apply to any claims that may arise where the Exeeltas been wilfully dishonest or otherwise inahin criminal activities

For the avoidance of doubt, if any claims refetieedh Clause 10 of this Agreement have not beeitlyaéxcluded by the provisiol
of this Agreement and if the Executive brings anghsclaims and an employment tribunal or other toficompetent jurisdiction
finds that the Executive is entitled to any remeadginst the Parent, the Employer or any Group coiep:

1111 If a monetary award is made the Parent, Employerlevant Group company, will be entitled to séttloe
Termination Payment (and the monetary value oftamefits provided under this Agreement) againstarmch
monetary award; c

11.1.2 If a nor-monetary award is made, the Executive will rep&/Thrmination Payment (and the monetary value g
benefits provided under this Agreement) to the Rtathe Employer, or relevant Group company in {

Directorship

The Executive confirms that he will resign from affices or directorships he holds in connectiothvtihe Parent, the Employer
and the Group by signing letters of resignatiothinform annexed to Schedule 2 to this Agreement.

No knowledge of other claims

The Executive confirms that he is aware obther claim or grounds to make a claim againsPtéwent, Employer or any Group
companies in relation to any ottmatters howsoever arisin

The Executive represents and warrants t

13.2.1 he has instructed the Adviser to advise as to vandta has or may have any claims, including statutiaims, agains
the Parent or the Employer arising out of or inremstion with his employment or its terminatic

13.2.2 he has provided the Adviser with all available mfiation which the Adviser requires or may requir@ider to advis
whether he has any such claims; .

13.2.3 the Adviser has advised him that on theshafsihe information available to the Adviser higyoclaims or particular

complaints against the Parent or the Employer vérettatutory or otherwise, are those liste@€lause 100of this
Agreement and that he has no other claim agaiegP#nent or the Employer whether statutory or otlser.

Compliance with statutory provisions

This Agreement is intended to satisfy the condgiocegulating compromise agreements and comproroigeacts under such of tl
Acts as are relevar
The Executive confirms the

14.2.1 he has received advice from a relevant indeperatbriser (within the meaning of the Acts) as totdrens and effect
this Agreement and in particular its effecthis ability to pursue his rights before an Employtrieribunal;

14.2.2 the adviser g14.2.1above was Michael Burns of DLA Piper UK LL“the Advise”).
14.2.3 he will procure that the Adviser signs the CeréfeeinSchedule 1.
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15. Without prejudice

15.1 Notwithstanding that this Agreement is marl“without prejudice and subject to contr”, it will, when dated and signed by all t
parties named below and accompanied by the CaitfinSchedule 1signed by the Adviser become an open and binding
agreement between the parti

16. Governing law and jurisdiction

16.1 This Agreement is governed by the law of England Wales and any dispute is subject to theusixa jurisdiction of the courts
and tribunals of England and Wal
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SCHEDULE 1
ADVISER’S CERTIFICATE

| confirm that:

17. | am a relevant independent adviser as defméte Acts (as defined in the Agreement betweedréw Hartley (“the Executive”)
and Innospec Inc“the Parer’) and Innospec Limitec“the Employe”) to which this Certificate is annexe:

18. | have advised the Executive of the terms and ffeeteof the Agreement and in particular its effenthis ability to pursue a clai
before an Employment Tribun:

19. There is in force a contract of insurance covetiregrisk of a claim by the Executive in respectost arising in consequence of -
advice.

Advisers signature

Advisel's name Michael Burns

Title Solicitor

Adviser's business addre DLA Piper UK LLP
101 Barbirolli Squar:
Bridgewatel
Mancheste
M3 2DL

11



SCHEDULE 2
LETTER OF RESIGNATION

To:
The Company Secreta The Company Secreta
Innospec Limitec Innospec In¢

8375 South Willow Stree
Littleton, Coloradc
80124

USA

Innospec Manufacturing Pa
Oil Sites Roac

Ellesmere Por

CHG65 4EY

[DATE]
Dear Sir
| confirm my resignation from my position as a i@ and Officer of the Parent and Group Compaageksted in Appendix 1 to this letter
Yours sincerely
Andrew Hartley
12



SCHEDULE 3
REFERENCE

To:

[DATE]

Dear

ANDREW HARTLEY

Andrew Hartley was employed by Innospec Limitedhirh November 2004 to 31 December 2011. During migleyment with Innospec,
Andrew initially served as the Vice President areh&@al Counsel for Innospec Inc. and latterly asuite President and General Counsel for
the Corporation covering Europe, Middle East andcafand Asia Pacific. Andrew was an Officer of dspec Inc and a member of the senior
executive team. He was also a Director of a nurnb&roup Companies in the UK, USA and Europe.

Innospec is a circa $650 million revenue internaispeciality chemical business listed on NASDAQhe US and employs almost 850
employees in 20 countries. Innospec has manufagtsites in the UK, USA, France and Germany andmaber of regional sales offices in
Asia Pacific, the USA, Europe, Middle East and édi

As VP and General Counsel, Andrew led the Legahtbased in the UK and was responsible for the prowiof legal advice covering a range
of areas including corporate, commercial and iatllal property matters. In addition, he was resitd@ for managing the provision of
external legal advice and the associated budgeirednalso contributed to the establishment of curdhced Compliance programme, which
included the development of an on line traininggpaonme for all employees through a third party gtex Andrew was also responsible for
managing the provision of insurance and risk mamage services across the Corporation, includingrtheagement of the Company’s captive
insurance company.

Andrew left Innospec on 31 December 2011 due tamddncy and we wish him every success in the future

This reference is given in strict confidence argdissour unvarying practice , solely for the pugés which it was requested and without
liability on the part of Innospec Limited or Inn@spinc or any employee of Innospec Limited or Irpezsinc.

Yours sincerely

Dr C Hessner
Senior Vice President, Human Resources
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IN WITNESS whereof this Agreement has been signed on behétfeolParent, the Employer and the Executive.

SIGNED by Joachim Roest¢ )

Duly authorised for and on behalf )

Innospec Inc ) JOACHIM ROESER
and theGroup )

SIGNED by Catherine Hessn )

Duly authorised for and on behalf )

Innospec Limited ) CATHERINE HESSNER
and theGroup )

SIGNED by Andrew Hartley ANDREW HARTLEY

the Executive

In the presence o

Name: LAURA WILBRAHAM
Signature LAURA WILBRAHAM
Address: RESIDENTIAL ADDRESS

COMPLETED ON ORIGINAL
14



EXHIBIT 12.1 — STATEMENT REGARDING COMPUTATION OF F INANCIAL RATIOS

(in millions, except financial ratios, share and peshare data)

2011

2010

1. NET INCOME ATTRIBUTABLE TO INNOSPEC INC. ASA
PERCENTAGE OF SALES

A Net income attributable to Innospec | $ 48.¢

B Net sale $ 774.¢

A % of B 6.3%
2. EFFECTIVE TAX RATE AS A PERCENTAGE

C Income taxe $ 3.7

D Income before income tay $ 52.¢

C%of D 7.C%
3. CURRENT RATIO

E Current asse $ 320.2

F Current liabilitie $ 146.(

Ratio of Eto F 2.2
4. EARNINGS PER SHARE ATTRIBUTABLE TO INNOSPEC INC.

G Net income attributable to Innospec $ 48.¢

H Basic shares outstand 23,56¢

| Diluted shares outstandi 24,52(

G/H  Basicearnings per share attributable tmépec Inc $ 2.07

Gl Dilutedearnings per share attributablénnospec Inc  $ 1.9¢

$ 73
$ 683.-
10.£%

$ (3.0
$ 70.7
-4.2%

$ 321.¢
$ 158.¢
2.C

$ 73.7
23,75¢
24,81/

$ 3.1¢

$ 2.97

2009

2008

Exhibit 12.1

2007

$ 64
$ 598.t
1.1%

$ 11.¢
$ 18.8
65.(%

$ 282.¢
$ 179.¢
1.6

$ 64
23,64
24,71«

$ 0.27

$ 0.2¢

Shares in thousands, earnings per share attrileut@thnospec Inc. in dollars.

$ 12t
$ 640.t
2.C%

$ 6.2
$ 18.¢
33.5%

$ 256.¢
$ 188.1
14

$ 12F
23,59¢
24,39
$ 0.5¢
$ 0.51

$ 29.F
$ 602.2
4.9%

$ 18.2
$ 47.¢
38.1%

$ 256.1
$ 160.7
1.6

$ 29t
23,92(
24,83¢
$ 1.2¢
$ 1.1¢
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innospec)»

CODE OF ETHICS

INNOSPEC INC. DEMANDS THAT ITS DIRECTORS, OFFICER®D EMPLOYEES MAINTAIN THE HIGHEST ETHICAL
STANDARDS IN CARRYING OUT BUSINESS ACTIVITIES. Thi€ode expresses the principles of our businessse#ind is intended to
assist all directors, officers and employees intingehe high standards of personal and professiategrity required of them. Strict adherel
to the provisions of this Code is a condition ofpémyment.

This Code applies to all directors, officers ancptayees (“employees”) of Innospec Inc., its sulaigicompanies and any joint ventures that
adopt this Code (“the Company”).

General Policy
The Company observes both the letter and the spitite laws of every country where it conductsibess.

In any situation not governed by statute or expliegulations, or where the law is ambiguous offladimg, the Company’s affairs will be
conducted in accordance with the Company’s highdsteds of business practice.

As the Company operates internationally it may enter laws and customs applicable in one countrighvbonflict with the law of another.
Such instances should be referred to the Corp&mtestary for advice.

Policies
1. Responsibility and Accountability

Each employee has the personal responsibility sorenthat his or her actions comply with this Cadd any and all applicable governmental
laws, rules and regulations. If you have any goestor concerns about illegal or unethical acts, pay discuss the matter on an anonymous
basis with the Corporate Secretary (see SectidiR&porting Concerns (Whistleblowing)” for furtheetils).

Each employee is expected to read the entire Codéoeadhere to its principles. Failure to abidaHig Code or the law will lead to
disciplinary measures appropriate to the violatigmfo and including dismissal.

2. Additional Responsibilities of Directors and SeniorOfficers

Directors and senior officers (including senioraficial officers) are expected to demonstrate lesduijeion ethical matters and to observe the
highest standards of ethical conduct. These indal&lare responsible for promoting open and har@smunications within the Company and
must show respect and consideration for each Coyngauployee. They must at all times be diligentlise@rving this Code and in being alert
for instances of unethical or illegal conduct.

3. Quality of Public Disclosures

The Company has a responsibility to communicatectffely with shareholders so that they are pravidéh full and accurate information, in
all material respects, about the Company’s findremadition and results of its operations. Our pubbmmunications, including reports and

documents filed or submitted to the US Securitig$ Bxchange Commission, such as a 10Q, 10K, ArRRepbrt and Proxy Statement shall

include full, fair, accurate and understandableldsure and shall be made in a timely man
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4. Conflicts of Interest

An employee’s primary employment obligation istie Company. No employee shall engage in any busimresther activity whether in an
employed, self-employed or unpaid capacity whicly gige rise to a conflict with the Company’s intsi®

General Guidance. Business decisions and actions must be based dre#hénterests of the Company, and must not bévatet! by personal
considerations or relationships. Relationships itbspective or existing suppliers, contractorsta@mers, competitors or regulators must not
affect our independent and sound judgement on behtile Company. General guidelines to help emgésybetter understand several of the
most common examples of situations that may causafiict of interest are listed below. However,@ayees are required to disclose to the
Corporate Secretary any situation that may beppears to be, a conflict of interest. When in doith$ best to disclose.

Senior Officers. Senior officers must disclose to the board of doecany material transaction or relationship tttatld reasonably be expect
to give rise to a conflict of interest.

Outside Employment. Employees may not work for or receive paymentsé@wices from any competitor, customer, distribaiosupplier of
the Company without the advance approval of thep@ate Secretary. Any outside activity must bectiriseparated from Company
employment and should not harm the Company’s isteyéhe business of the Company or job performanhtee Company.

Board Memberships. Serving on the board of directors or a similar béayan outside company or government agency reqfre advance
approval of the Corporate Secretary. Helping tharoonity by serving on boards of not-for-profit dracitable community organisations is
encouraged, and does not require prior approvakeyer, in all cases employees owe a duty to thegamyto advance its legitimate interests
when the opportunity to do so arises.

Family Members and Close Personal Relationships. Employees may not seek to obtain special treatfinemt the Company for family
members or friends or for businesses in which famiémbers or friends have an interest.

I nvestments. Employees may not allow their investments to inflces or appear to influence, their independentguaegnt on behalf of the
Company. The appearance of a conflict of inteiestast likely to arise if an employee has an inwestt in a competitor, supplier, customer
distributor and his decisions may have a busirmagsi¢t on this outside party. If an employee hasdoubt about how an investment might be
perceived, it should be disclosed to the Corpobateretary.

Employees are also prohibited from directly or iedtly buying, or otherwise acquiring rights to gmmpperty or materials, when the employee
knows that the Company is or may be interestediisying such an opportunity.

5.  Fraud or Other Criminal Conduct

The Company is committed to the elimination of ttaur other criminal offences, to the rigorous irtigetion of any suspected wrong doing,
and, where fraud or other criminal act is provererisure that wrong doers are appropriately deit w

If you believe you have good reason to suspectleague or other person of a fraud or an offengeliring the Company or a serious
infringement of Company rules, such as:

» theft of Company property
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» abuse of Company property or abuse of a positidrust

» deception or falsification of records (eg: fraudul&nancial reporting, fraudulent time or expentEms)
you should take the action outlined in paragraplflthis Code— Reporting Concerns (Whistleblowing).
6.  Antitrust Compliance

The Company competes vigorously for business andrignitted to complying with the antitrust and catifon laws of those jurisdictions
where its products and services are manufacturédald. Employees shall not engage in practiceswbald constitute a violation of
applicable antitrust and competition laws. Emplayskeall comply with the Company’s Competition Laan@pliance Policy and Guidelines.

7. Commercial and Political Inducement Payment:

An employee must not offer or receive bribes oeofiayments which are intended to influence a lessilecision or compromise independent
judgement; must not give money, services or giftsrier to obtain business for the Company, and matseceive money, services or gifts
having given Company business to an individualrgaaisation.

With regard to government and other officials afioyees must comply with the Company’s Foreignr@utrPractices Act Compliance
Policy.

8.  Stock Trading

Before trading in the shares of Innospec Inc. eygds shall comply with the policy on Trading in dspec Inc. Stock. An employee shall not
buy or sell the stock of Innospec Inc. when in pesgn of material non-public information that ntigeasonably be expected to affect the
market value of the stock.

9. Health, Safety and the Environment

The health and safety of our employees and any prson who may be affected by our operationgaiarmpount. The Company and its
employees will act positively to prevent injuryl,iealth, damage and loss arising from its opemnatis well to comply with all regulatory or
other legal requirements pertaining to safety, theahd the environment.

All employees are required to be aware of headifety and environmental issues and to be famili#lr applicable laws and Company policies
applicable to their area of business.

10. Political Contributions

No funds or assets of the Company may be contiibtat@ny political party or organisation or to anglividual who either holds public offic
or is a candidate for public office except wheretsa contribution is permitted by applicable lavd d&ras been authorised by the Chief
Executive Officer and Corporate Secretary.

-3-
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11. Confidentiality

Each employee is required to keep confidentialrestdo disclose or use the confidential informati@honging to the Company or belonging to
a third party which has been received by the Compainsuant to a confidentiality agreement or reegilsy the Company in circumstances
where it is clear that the information is proprigtand confidential. Furthermore employees shathly with the terms of all confidentiality or
other agreements relating to information receivechfthird parties. The foregoing shall not applyenthe disclosure is made with the written
consent of the Company or where the disclosuregsired by law. Any documents or media containiogficlential information must be given
up to the Company when the employee leaves the @oy'ppemployment.
The following is a non-exclusive list of confideadtinformation:

(i) the financial and sales results of the Companygrieghey are in the public doma

(i) trade secrets, including any business or techiméaimation, such as formulae, recipes, processsgarch programmes
information that is valuable because it is not gaiheknown.

(iii) any invention or process developed by an eyee using Company facilities or trade secret mfion resulting from any work for
the Company, or relating to the Comp’s business

(iv) proprietary information such as customer sales &std custome’ confidential information
(v) any transaction that the Company is or may be denisig which had not been publicly disclos

12. Corporate Opportunities

Employees are prohibited from:
(i) taking for themselves personally opportunities Hratdiscovered through the use of Company propieftyrmation or position
(i)  using Company property, information or position p@rsonal gain; an
(i) competing with the Compan

Employees owe a duty to the Company to advandegi8mate interests when the opportunity to dasdses.
13. Unsolicited Gifts

From time to time employees may be presented wifith fjom other business organisations. Any sudhvghich is offered, or is possibly
offered, in the expectation of, or to solicit, favable consideration of any nature must be refasetthe fact of its having been offered,
reported immediately to management.

Employees must not accept services, goods, emerggit, favours or any form of recompense of moaa 860 from any supplier, contractor,
sub-contractor, agent, customer or competitor,asneey receive the approval of their line manégegifts over $50 and the additional
approval of Legal & Compliance for gifts over $100.
There are certain situations in which an employeg atcept a personal benefit from someone with wtieay transact business, such as:
(i) accepting something of value if the benefit is kalde to the general public under the same cormit
(i) accepting travel arrangements, accommodations retedt@inment of reasonable value in the courseréating or other occasion
conduct business or foster business relati

-4-
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(iii) accepting meals or refreshments provideduhlkeie received from any one government officiab@ate-owned enterprise does not
exceed $150 per meal and does not occur more Wie@ in any 12 month perio

No cash gifts or loans are permitti
14. Fair Dealing

Each employee should undertake to deal fairly withCompany’s customers, suppliers, competitorsemmoloyees. Additionally, no one
should take advantage of another through manipulationcealment, abuse of privileged informatioisrapresentation of material facts or any
other unfair dealing practices.

Employees must disclose prior to or at the commmec of their employment the existence of any emmplent agreement, non-compete or
non-solicitation agreement, confidentiality agreetma similar agreement with a former employer ihaany way restricts or prohibits the
performance of any duties or responsibilities @fitipositions with the Company. Copies of such agrents should be provided to permit
evaluation of the agreement in light of the emp&geosition. In no event shall an employee useteade secrets, proprietary information or
other similar property, acquired in the courseisfdr her employment with another employer, ingleeformance of his or her duties for or on
behalf of the Company.

15. Protection and Proper Use of Company Propert

All employees should protect the Company’s propartgt assets and ensure their efficient and progeritheft, carelessness and waste can
directly impact the Company'’s profitability, reptitan and success. Permitting Company property ({iolg data transmitted or stored
electronically and computer resources) to be dadhdgst, or used in an unauthorised manner ististiicohibited. Employees may not use the
Company'’s or any other official stationery for pmral purposes.

16. Directors Loans and Expense

Company Policy
The Company policy is that no loans or g-loans should be made to any director or seniordikex

Difficult questions may arise as to whether expaarsangements amount to the making of a loan, daugly:

1.  Prior to entering into any transaction or aremgnt where doubt arises advice should be sougtthe General Counsel as to
whether the transaction or arrangement is perniésaitd, if so, the procedure that must be follov

2.  The private (ie: family or nc-business) elements of any business travel arrangerabould be quantified and paid for by a dire
or senior executive

3.  Foreign currency and/or travellers cheques piexvio directors and senior executives should xa¢ed $5,000 and should not be
used for private expenses. Upon return from a legsirip, unused currency or travellers chequeslgho® returned to the
Company immediately, together with an expense tepaccount for those use

-5-
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17. Reporting Concerns (Whistle Blowing)

The Company takes a very serious view of any freardibehaviour, serious malpractice or any othelation of this Code, and any such will
be investigated. If evidence of such occurrenceasota light, it will be dealt with quickly and diptinary action will be taken against any
employee found guilty of such actions. The disaigty action taken will be appropriate to the viaaf up to and including dismissal.

Any employee who suspects that there are violatdrisis Code or other serious misconduct is eraged to report it to the Company. In
return, the Company agrees to protect any suchames from reprisals and to respect confidentiakityy victimisation of employees
reporting malpractice or attempt to deter them framing such a concern will be treated as a semiisciplinary offence.

Reporting Procedure. If any employee reasonably suspects that thereialaions of this Code or other serious miscongdtien he or she
should report this immediately to their own linemager. Line Managers must report such issues inatedgito the General Counsel. Howe\
if for any reason they are reluctant to do so, tthexy should report their concerns using the sfigaasignated multi-lingual whistle blowing
hotline service with Expolink. Details of the sexiand freephone numbers have been distributdtiémployees and are available on the
Intranet. Reports will be passed to:

1. the General Counsel;
2. the Chairman of the Corporate Governance Comm

Feedback will be provided to the caller if requdste

Under no circumstances should employees spealptesentatives of the press, radio, TV or othedtparty unless expressly authorised by the
Chief Executive Officer.

18. Administration and Waiver of Code of Ethics

This Code shall be administered and monitored bybmpany’s board of directors. Any questions amthér information on this Code
should, in the first instance, be directed to tloepBrate Secretary.

Employees of the Company are expected to follow @ade, and to represent the Company (and itsdiakiss) in a responsible manner in all
regions and territories, at all times. Generaligré should be no waivers to this Code. Howevenaiia circumstances conflicts may arise that
necessitate waivers. Waivers will be determinea ease-by-case basis by the Company’s Chief Exec@ificer, together with the Corporate
Secretary, who may consult with the Company’s deté¢gal counsel, if necessary.

Waivers for directors and executive officers antigefinancial officers, however, must be deternditg the board of directors. For members
of the board of directors, executive officers aadisr financial officers, the board of directorablmave the sole and absolute discretionary
authority to approve any deviation or waiver frdmstCode, and all such deviations or waivers dalllisclosed promptly to our shareholders.

-6 -



EXHIBIT 21.1 PRINCIPAL SUBSIDIARIES OF THE REGISTRA NT

Alcor Chemie Vertriebs GmbH (Switzerlan
Innospec Active Chemicals LLC (US;
Innospec Deutschland GmbH (Germa
Innospec Developments Limited (U.k
Innospec Environmental Limited (U.K
Innospec Finance Limited (U.K

Innospec France SA (Franc

Innospec Fuel Specialties LLC (US
Innospec Holdings Limited (U.K

Innospec International Limited (U.K
Innospec Leuna GmbH (Germar

Innospec Limited (U.K.

Innospec Trading Limited (U.K

Innospec Widnes Limited (U.K

OBOAdler Company Limited (U.K.
Societa Italiana Additivi Per Carburanti S.r.la(if)

Exhibit 21.1



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Innospec Inc.:

We consent to the incorporation by reference, ér#yistration statements (Nos. 333-131687 and1233-39) on Form 8-of Innospec Inc., «
our report dated February 17, 2012, with respetiiéaconsolidated balance sheet of Innospec Irtitarsubsidiaries as of December 31, 2011,
and the related consolidated statements of incooraprehensive income/(loss) and accumulated otiraprehensive loss, cash flows and
stockholders’ equity for the year then ended, &edeffectiveness of internal control over financegorting as of December 31, 2011, which
report appears in the December 31, 2011 annuaitrepd-orm 10-K of Innospec Inc..

KPMG Audit Plc

Manchester, United Kingdom
February 17, 2012



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No-B3B687 / 333-124139 / 333-174050 /
333-174439) of Innospec Inc. of our report dateldréary 18, 2011 relating to the financial stateraemtd the effectiveness of internal control
over financial reporting, which appears in thisfAdr0-K.

/sl PricewaterhouseCoopers LLP
Manchester, United Kingdom
February 17, 2012



Exhibit 31.1

CERTIFICATION OF PATRICK S. WILLIAMS PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Patrick S. Williams, certify that:

1.
2.

/sl

I have reviewed this annual report on Forr-K of Innospec Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportiag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloming, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantlis report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatooed during the registre' s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

PATRICK S. WILLIAMS

Patrick S. Williams
President and Chief Executive Officel

February 17, 201



Exhibit 31.2

CERTIFICATION OF IAN P. CLEMINSON PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, lan P. Cleminson, certify that:

1.
2.

/sl

I have reviewed this annual report on Forr-K of Innospec Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportiag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloming, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantlis report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatooed during the registre' s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

IAN P. CLEMINSON

lan P. Cleminson
Executive Vice President and Chief Financial Office

February 17, 201



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fdrmospec Inc. (the “Companyfdr the period ended December 31, 2011 as filet thi¢
Securities and Exchange Commission on the datehg@he “Report”), |, Patrick S. Williams, Presideand Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135(dapted pursuant to § 906 of the Sarbanes-Oxleyp#2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/sl PATRICK S. WILLIAMS

Patrick S. Williams
President and Chief Executive Officer

February 17, 201

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350 and is not beirefféks part of this Report or as a separate
disclosure document.

A signed original of this written statement reqditey 18 U.S.C. §1350 has been provided to the Caynpad will be retained by the Company
and furnished to the Securities and Exchange Cosiomisipon request.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fdrmospec Inc. (the “Companyfdr the period ended December 31, 2011 as filet thi¢
Securities and Exchange Commission on the datehg@he “Report”), |, lan P. Cleminson, Executivéc¥ President and Chief Financial
Officer of the Company, certify, pursuant to 18 I.S§ 1350, as adopted pursuant to § 906 of thea®as-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/sl IAN P. CLEMINSON

lan P. Cleminson
Executive Vice President and Chief Financial Office

February 17, 201

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350 and is not beirefféks part of this Report or as a separate
disclosure document.

A signed original of this written statement reqditey 18 U.S.C. §1350 has been provided to the Caynpad will be retained by the Company
and furnished to the Securities and Exchange Cogiomisipon reques



