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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2005
Commission file number 1-13879

INNOSPEC INC.

(Exact name of registrant as specified in its charter)

DELAWARE 98-0181725
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)
PO Box 17

Ellesmere Port

Cheshire

United Kingdom CHG65 4HF
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code : 011-44-151-355-3611
Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange on
Title of each class which registered

Common stock, $0.01 par value New York Stock Exchange
Securities registered pursuant to Section 12 (g) of the Act:  None

Indicate by check mark if the registrant is a welbwn seasoned issuer as defined in Rule 405 ddleerities Act

Yes —_—
No X

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act.
Yes

No X

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to the filing requirements for the pastiags.

Yes X

No

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K i¢ oontained herein, and will not be
contained, to the best of registrant’s knowledgedéfinitive proxy or information statements incorgted by reference in Part 1l of this Form
10-K or any amendment to this Form 10-K. [1]

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer noa-accelerated filer (as defined in Rule 12b -
2 of the Exchange Act.

Large accelerated fil

Accelerated file X

Non-accelerated file

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Act)
Yes

No



The aggregate market value of the voting and ndimgy@ommon equity held by non-affiliates of thgistrant as of the most recently
completed second fiscal quarter (June 30, 2005)appsoximately $78 million, based on the closiniggof the common shares on The New
York Stock Exchange on June 30, 2005. Shares ofremmstock held by each officer and director an@éégh person who owns 5% or more
of the outstanding common stock have been excliud#tht such persons may be deemed to be affilidtas determination of affiliate status
is not necessarily a conclusive determination for ather purpose.

As of March 2, 2006, 12,424,832 shares of the tegiss common stock were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Certain portions of Innospec Inc.’s Proxy Statemeriie mailed to stockholders on or about March2BD5 for the Annual Meeting of
Stockholders to be held on May 2, 2006 are incateatin Part 11l hereof by referenc
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CAUTIONARY STATEMENT RELATIVE TO FORWARD-LOOKING ST ATEMENTS
FORWARD-LOOKING STATEMENTS

This Form 10-K contains “forward-looking statemémtgthin the meaning of the Private Securities géttion Reform
Act of 1995. Forward-looking statements includestditements which address operating performaneateor
developments that we expect or anticipate will oaeuhe future. Although such statements are etieby
management to be reasonable when made, cautiotddieexercised not to place undue reliance ondaviooking
statements, which are subject to certain risksedamties and assumptions. If the risks or unadies ever
materialize or the assumptions prove incorrecyaaesults may differ materially from those exgezsor implied by
such forward-looking statements and assumptiorsksRassumptions and uncertainties include, withoutiation,
changes in the terms of trading with significandétomers or gain or loss thereof, the effects ohgiray government
regulations and economic and market conditions, patition and changes in demand and business aabrisks
inherent in non-U.S. activities, including politigand economic uncertainty, import and export latidns and market
risks related to changes in interest rates andgioexchange rates, government investigations, maafees or other
penalties resulting from the Company’s voluntargctbsure to the Office of Foreign Assets Contrathef U.S.
Department of the Treasury and other risks, unicgieéa and assumptions identified in the Compadyiaual Report
on Form 10-K for the year ended December 31, 20@5laose identified in the Company’s other repbltsl with the
Securities and Exchange Commission. The Compangrtaieks no obligation to publicly update or re\asg
forward-looking statements, whether as a resuttest information, future events or otherwise.
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PART |
ltem 1 Business
General

Innospec Inc., a Delaware corporation (the “Compjisya major manufacturer and distributor of faeditives and
other specialty chemicals. Its primary manufacwioperation is located at Ellesmere Port, Southrdinited
Kingdom. The Company’s products are sold globgiymarily to oil refineries and other chemical andustrial
companies. Principal product lines are fuel add#jMead alkyl antiknock compound (“TEL”), and oaus
performance chemicals.

Until May 22, 1998, the Company was a wholly owseabsidiary of Great Lakes Chemical Corporationgetaidare
corporation (“GLCC”). On May 22, 1998, GLCC consuated the spin-off of its petroleum additives bussby
distributing shares in the Company to the stockéxsldf GLCC in a ratio of one Company share forg¥eur GLCC
shares held. In connection with the spiifithe Company issued 14,762,417 shares of constamk on May 26, 199¢
A further 969 shares were subsequently issuedspect of late notified changes in GLCC stockholdérhe record
date of the spin-off issue.

The term “Innospec” as used herein means Innospe@hnd its subsidiaries unless the context indgcatherwise.
The name change from Octel Corp. was announcedmrady 30, 2006.

Segmental Information

The Company has three businesses for reportingnamagement purposes — Fuel Specialties, Perforn@memicals
and Octane Additives. Fuel Specialties containstwhad to be reported as the Petroleum Speciakgsent, the
octane enhancer for aviation gasoline businessddymeported in the TEL segment and the cold fimprover
business previously reported in the Performancen@as segment. The Fuel Specialties business gee\additives
for a range of fuels to improve fuel efficiencydsb engine performance and reduce harmful emissier$ormance
Chemicals includes a range of companies that matwrgaperformance chemicals used in a wide rangredoftrial
processes and everyday products. The Octane Adslitivsiness is the world’s only producer of tetingldead
(“TEL") and supplies this as an octane enhancégaded gasoline for motor vehicles that run ondeddel.

Description of the Business

The Company is an international chemical compasgigfizing in the manufacture, distribution and keding of fuel
additives and specialty chemicals. The Companygarased into three businesses for reporting antagement
purposes — Fuel Specialties, Performance Chenmacal©ctane Additives.

3
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Fuel Specialties

The Fuel Specialties business develops, produakmarkets a range of specialty chemical produstsd as additives
to a wide range of fuels. The business specializezsanufacturing and supplying fuel additives thelpp improve fuel
efficiency, boost engine performance and reducenhdremissions. The business’s products are us#tkiefficient
operation of automotive, marine and aviation engjip@wer station generators, heating and diesetpkate filter
systems. Historically the business has grown thmaugrogram of mergers and acquisitions. This puognas
included the establishment of a 50% owned jointwenwith Starreon LLC in 1999 to sell fuel addésvin the USA
and the subsequent acquisition of the remaining 6D#tat joint venture, Octel Starreon LLC in J@2@04. The
Company has also acquired several wholly ownedidiabies including Octel Deutschland GmbH (now raeal
Octel Manufacturing Europe GmbH), the Gamlen grdtip,Manufacturing BV, CP3500 International Limitéug
Bycosin AB group. In November 2004, the Companyoamted the disposal of certain manufacturing ahdraassets
held by the Company’s Swedish subsidiary, Bycod® @Gow known as Octel Sweden AB). The Companyaiss
established a joint venture in Valvemaster® Limit€de supply of octane enhancer for aviation gasdb now
managed by this business having previously beearrtexgbas part of the former TEL segment. More rédgéhe
business has grown revenues strongly by organietgrd-uel Specialties sales accounted for appraeind5.6% of
the Company’s 2005 sales.

Performance Chemicals

The Performance Chemicals focus going forward weteelop high performance products from its tecbgplbase
complemented by selective acquisitions to achiediea mass in a number of markets. The major povdourced
from the UK business is the Octaquest® family afdurcts, originally developed for the detergent reakdut now
being adapted for use in the personal care, pagaeplaotographic markets. Subsidiaries include PeoC&hemicals
Inc., a custom and toll manufacturer based in tB&Leuna Polymer GmbH, a manufacturer of waxelsl ftow
improvers and ethyl vinyl acetate (EVA), based eri@any and Aroma & Fine Chemicals Limited. Thisibass is
based in the UK and manufactures aroma chemicalss®in the household, institutional care, indakand personal
care markets. The revenues from cold flow improveasiufactured in Leuna are now reported in the Bpekialties
business. Performance Chemicals sales accountegooximately 19.9% of the Company’s 2005 sales.

On January 14, 2005 the Company completed the sitiqniof Finetex, Inc. for a consideration of £ illion.
Finetex is a manufacturer and supplier of spec&ityactants and emollients to the personal cametics and other
industrial markets and is based in New Jersey, @&ANorth Carolina, USA. The results of Finetexéhbeen
consolidated in the Performance Chemicals busiinessthe date of acquisition.

Octane Additives

The Octane Additives business supplies tetraedad (TEL) for use in automotive gasoline. Octan€ifhees sales
accounted for approximately 34.5% of the Compa8985 sales. This
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was down from 48.3% in 2004 due mainly to the lofssales volume from Venezuela which withdrew fritva TEL
market in early 2005. TEL was first developed i28 @nd introduced into the European market forinate
combustion engines to boost octane levels in gasadillowing it to burn more efficiently and elinaing engine
knock. It also acts as a lubricity aid, reducingiae wear. Worldwide use of TEL has declined sib@é3 following
the enactment of the US Clean Air Act of 1970 andlar legislation in other countries. The trendcoluntries exiting
the leaded gasoline market has resulted in a fatealine in volume terms in the last few yearbefween 10% and
25% per annum. Management believes that a decre#ise sales of TEL for use in motor gas at théérgend of the
range of 50% to 60% will occur in 2006. This istfyadue to the decision of South Africa to go Idesk for motor
gasoline in 2006 and partly due to lower expectdelssvolumes from other customers. Thereafter thragany
believes that market volumes will continue to deelby 15-20% year on year.

The Company intends to manage the decrease iral® af TEL for use in motor gasoline safely arfdatively and
to maximize the cash flow through the decline. Gmdus cost improvement measures have been, ahdontinue tc
be, taken to respond to declining market demand.

Octane Additives Goodwill

The Company adopted FAS 142 “Goodwill and Othearigible Assets” effective January 1, 2002. Thisines that
goodwill should no longer be amortized, but subfean annual impairment review, or more oftervéms occur or
circumstances change which suggest that an impairmay have occurred.

During 2002 and 2003, the goodwill impairment festthe Octane Additives business was performedialiyat
December 31. Both these reviews showed that thedhie of the reporting unit based on after tashciows
discounted at the Company’s weighted average ¢astpital exceeded the carrying value of Octaneithdes assets
and, accordingly, no indicator of impairment exiiséand step two of the FAS 142 impairment test waparformed.

In light of the continuing decline in the Octaneditdres market globally, as the Company makes sal€xctane
Additives in each quarter, the remaining salesa@mdesponding cash flows that can be derived fimenQctane
Additives business are reduced, and accordinglydine’alue of the Octane Additives reporting usiteduced. Based
on the Company'’s detailed forecast model, assumptd December 31, 2003 indicated that the reduatiforecast
future cash flows during 2004 would reduce the Value of the reporting unit below the carryingueabf Octane
Additives assets and, accordingly, there was likelge a significant goodwill impairment chargeidgrthe year
ended December 31, 2004. As a result the Compaeyndimed that quarterly impairment reviews wouldoeeformec
from January 1, 2004 and any impairment chargéngrise recognized in the relevant quarter.

The value of the remaining cash flows from the @etAdditives business is calculated at any reviate thy referenc
to the best available estimates for future revengiess margins,
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selling and administrative costs as well as thediand working capital requirements of the businéks resulting
cash flows are then discounted by the Company’ghted average cost of capital and the total distembicash flows
of the Octane Additives business are then alloctatéke fair value of the Octane Additives businasthat date. The
Company uses this information to derive an impgeddwill value which is then compared to the camgywalue to
determine what impairment is needed.

Using this methodology and the assumptions undegliiie detailed forecast model, the Company beditvat it is
possible to predict the pattern of likely futureparment charges of Octane Additives business gdbodwis method
reflects the relatively unique nature of the OctAdditives business.

As a result of the reviews performed during 20@dinapairment charge of $40.7 million was recognizethe year.
Due in large part to the unexpected exit of Venkztrem the market in early 2005, the Company rexxed a charge
of $134.4 million for the impairment of Octane Atides business goodwill in 2005 and the Companyeetspto incur
a charge in subsequent years as the Octane Additiaeket continues to decline. The charge for 20@@rrently
estimated at around $30.0 million.

Raw Materials

Raw material purchases account for a substantribpoof the Company’s manufacturing costs. Theanpjrchases
are ethylene, sodium, lead, CNI, ethyl chloridejouss solvents and dibromoethane. These materie)Jsdth the
exception of ethylene in Germany, available reafldyn more than one source, and the Company usgstéom
contracts (generally with fixed prices and escafaterms) to help ensure availability and contioit supply and
manage the risk of price increases.

Patents and I ntellectual Property

The Company has a portfolio of trademarks and patgnanted and in the application stage, covgrmogucts and
processes. These trademarks and patents relatariyito the Fuel Specialties and the Performanicendicals
businesses, in which intellectual property fornssgaificant part of the Company’s competitive sgirs. The
majority of these patents were developed by the g2zmy. Most of these patents, subject to maintenahbgations,
including the payment of renewal fees, have at iessyearslife remaining. The Company also holds a licensehe
manufacture of fuel detergents. The Associated|@menpany Limited (“AOC”) has filed applications tegister the
trade mark Innospec and the Innospec device irs€&as, 2 and 4 of the “International Classificabbiioods and
Services for the Purposes of the Registration afstan all countries/jurisdictions in which it has gsificant marke
presence. The Company also has trademark registsator Octaquest® in all countries/jurisdictionsathich it has a
significant market presence. The Company has alits in progress for a number of other trademagistrations i
several jurisdictions.

Octel America Inc., a subsidiary of the Companys trademarks for Stadis®, a conductivity improwargd Ocenol®,
an antifoam for refinery use. AOC has trademarks/fvemaster®,
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a valve seat recession additive, worldwide excepUSSA, where Octel America owns the registratibine Company
does not consider its business as a whole to bendept on any one trademark, patent or licence.

Customers

The customers of the Company’s Fuel Specialtiesbas are multinational oil companies and fuelilets
Traditionally, a large portion of the total markeds captive to oil companies that had fuel addstidisions
providing supplies directly to their respectiveimefy customers. As a result of corporate restruggs and various
mergers, joint ventures and other collaborativaragements involving downstream refining and mankgetiperations,
the tied supply arrangements between oil compamdgheir captive fuel additive divisions have bemakened and
many refineries are increasingly looking to purehteir fuel additive requirements on the open mtarkhis trend is
creating new opportunities for independent additharketers such as the Company.

The customers of the Company’s Performance Chesiadiness are mainly other chemical and industoidpanies
manufacturing chemical products with end useseénhibusehold, personal care, institutional careaavariety of other
industrial markets.

Octane Additives sales are made principally torétail refinery market, which comprises independstate or major
oil company-owned refineries located throughoutwioeld. Selling prices to major customers are ugusagotiated
under long-term supply agreements, with varyinggsiand terms of payment.

In 2005, no single customer accounted for more @ of net sales. Sales to the largest customes $40.5
million. During 2004 the Company had one significamstomer in the Octane Additives business whowaaed for
more than 10% of net sales. Net sales to this mestéotalled $61.8 million. In 2003 the Company had customers
whose net sales accounted for more than ten pev€antnover. Net sales to these customers in 206/@ $47.5
million and $48.2 million respectively. In the sedoquarter 2005, one of these customers permariefitthe Octane
Additives market.

Competition

In the Fuel Specialties market there are a limitechber of competitors. No one company holds a dantimarket
share in the fuel additives market. The Companysicians its competitive strengths to be its straumical
development capacity, independence from majorarmganies and its strong long-term relationships wéfinery
customers.

In the Performance Chemicals market there arethqyke of competitors because the Company openmai@siumber ¢
market niches.

In the Octane Additives business, Innospec competbsmarketers of products and processes thatgeamlternative
ways of enhancing octane performance in automg@agoline. Government regulations have restricteglionnated
the use of TEL as an
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automotive gasoline additive in many of the largast developed markets such as North America angpeuAs a
result, worldwide demand for TEL is progressiveéclihing as the use of unleaded gasoline becomes mo
widespread. On a worldwide basis Innospec remams$argest TEL manufacturer and marketer.

Agreementswith Ethyl Corporation

Innospec supplies Ethyl Corporation (Ethyl) on alekale basis with TEL for resale to customersienWnited States
under a long term supply agreement at prices ajumtnually through agreed formulas.

Technology

The Company’s principal research and developmaeiities are now all located in Ellesmere Port, dier the
relocation in 2005 of the Fuel Technology Centevpously sited at Bletchley, UK. The Company’s eesé and
development activity has been, and will continubdopfocused on the development of new productd@mnallations
for the Fuel Specialties and the Performance Chemimusinesses. Technical customer support ispatsaded for the
Octane Additives business. Expenditures to suppsdarch, product/application development and teahsupport
services to customers were $ 11.2 million, $10.lioni and $4.6 million in 2005, 2004, and 2003pedively. $5.4
million of the increase in expenditures in 2004ra@03 represents a reclassification of the costt@former UK Fue
Technology Centre at Bletchley, UK to the reseanth development cost line item from the sellingyeyal and
administrative expense line item in 2003 and prixgpgears. The Company considers that its strocignieal
capability provides it with a significant compet#iadvantage. In the last three years, the Fualidpes business has
developed new detergent, lubricity and combustioprover products, in addition to the introductidrseveral new
cost effective fuel additive packages. A patentext@ss for manufacturing Octaquest® has enable@dnepany to
enter into a new market in the performance chemiagda.

Health, Safety and Environmental Matters

The Company is subject to Environmental Laws iroathe countries in which it does business. Thegpal
Environmental Laws to which the Company is subje¢he UK are the Environmental Protection Act 199@ Water
Resources Act 1991, the Health and Safety at WatklA74 and regulations and amendments theretoadsment
believes that the Company is in material complianitk all applicable Environmental Laws, and hagimappropriat
provision for the continued costs of compliancewinvironmental Laws. Nevertheless, there can bassarance th
changes in existing Environmental Laws, or thealiscy of additional liabilities associated with tGempany’s
current or former operations, will not have a mateadverse effect on the Compasyjusiness, results of operation
financial condition.

The principal sites giving rise to environmentahegliation liabilities are the former Octane AddvTEL
manufacturing sites at Paimboeuf in France and blend Biebesheim in Germany, together with thedtere Po
site in the UK, which is the last ongoing
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manufacturer of TEL. Remediation work is substdigtieomplete at Paimboeuf and Biebesheim. Dobeetzsed to
manufacture TEL in March 2002. There was substiagdimolition of the production facilities and sujppbuildings ot
the site in 2004. During the fourth quarter of 20t Company reached agreement with the locaFadeéral
authorities in Germany on the scope of remediatiork to be undertaken on the site and the Compdiagsity for
the costs of this work. Remediation work commenaoeghrly 2005 and the above ground portion of tleekvhas been
completed. Below ground remediation is expectdoketcomplete by the end of 2006. At Ellesmere Pattet is a
continuing remediation program related to thoseufasturing units that have been closed. The Compaguylarly
reviews the future costs of remediation and theecurestimate is reflected in note 13 to the Firsrigtatements.

The Company records liabilities relating to thereshent of assets and environmental clean up whendre probable
and costs can be estimated reasonably. This ing@rgcipating the program of work and the assedifiiture costs,
and so involves the exercise of judgement by manage

Human Resources

The Company’s workforce at December 31, 2005 ctetsisf 802 employees, of which 385 were in the UK.
Approximately 40% of the Company’s employees inlteare represented by unions, including the Trartspnd
General Workers Union and AMICUS.

The Company has in place an employee communicptimgram to help its employees understand the bssissues
surrounding the Company and the corporate restingtthat has been implemented to respond to daglifEL
demand and to the developing Fuel Specialties anfdftnance Chemicals businesses. Regular briefirgsonducte
by the CEO and line managers where Company-widalapdrtmental issues are discussed. More formal
communication takes place with the trade unionegeized by the Company for negotiating and consuéa
purposes.

Available I nformation

The Company files annual, quarterly, and currepores, proxy statements, and other documents WwélSecurities
and Exchange Commission (“SEC”) under the Secarifiechange Act of 1934 (the Exchange Act). Theipubhy
read and copy any materials that the Companywildsthe SEC at the SEC’s Public Reference Roo#dbatFifth
Street, NW, Washington, DC 20549, United State&ro&rica. The public may obtain information on theemtion of
the Public Reference Room by calling the SEC a®Q-8EC-0330. Also, the SEC maintains an Interndisite that
contains reports, proxy and information statemeantd, other information regarding issuers, includimg Company,
that file electronically with the SEC. The publ@&ncobtain electronic versions of the Company’s respon the SEC
website at www.sec.gov.

The Company makes available, free of charge, thraisgnternet website (www.innospecinc.com) thempany’s
Annual Report on Form 10-K, Quarterly Reports on
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Form 10-Q, Current Reports on Form 8-K, and, ifl@aple, amendments to those reports filed or &lrad pursuant
to Section 13(a) of the Securities Exchange Adt3#4 (the “Exchange Act”) as soon as reasonablgtioedle after
the Company electronically files such material wahfurnishes it to, the SEC.

In addition, Innospec’s Corporate Governance Guids| Code of Ethics and Director Independencelsias, and
the written charters for the committees of Inno&pB8oard of Directors are available on Innospecébsites at
www.innospecinc.cominder “About Us — Corporate Governance” and intprpon request by writing to: Corporate
Secretary, Innospec Inc., PO Box 17, Ellesmere, Bdréshire, United Kingdom, CH65 4HF.

ltem 1A Risk Factors

Investing in our securities involves risks. Investshould carefully evaluate these risks includhggfactors discussed
below before deciding to invest in our securities.

Octane Additives Business

The predicted remaining business of the OctanetA@di business is concentrated in a relatively smahber of
customers. Should one or more of these customersselfor economic, environmental, political or otfeasons to
stop using TEL as an octane enhancer earlier taaféen anticipated then the Company'’s future tipgreacome
and cash flow from operations would be negativeipacted and there could also be a write-off of DEkiness
goodwill as the forecast discounted cash flow ftbat business would be reduced.

Financial Risks
The Company’s existing credit facilities contaistrective covenants that limit its ability, amonther things, to:

borrow money

use assets as security in other transac
make investment

make acquisition

pay dividends or buy back shal

Current credit facilities require the Company toetneertain financial ratios including net debt 8IEDA (as defined
in the credit facility) and net interest expens&RITA (as defined in the credit facility). The &tyi to meet these
financial covenants depends upon the future opeyaterformance of the businesses. If the Compaledfto meet
target covenants then it would be in technical diéfan the borrowing facility and the maturity diet outstanding debt
could be accelerated unless it were able to obtaimers from the lenders.
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The Company expects to need to refinance somes@xisting debt at the end of the current threeaahdlf year term
of the current borrowing facility. Should the Comganot be able to secure refinancing on satisfgdenms at that
point this would have implications for the contingioperations of the Company.

Cost of Raw Materials and Energy

The Company buys large quantities of various rawensds and energy for use in the business. Martiefaw
materials that we use are derived from petrochdrbigsed feedstocks which can be subject to penbdspid and
significant price instability. These fluctuatiomsprice can be caused by political instability inppoducing nations,
and elsewhere or other factors influencing supply demand globally. Innospec does not typicallgemito hedging
arrangements with respect to energy costs or ratermabs. Should costs of raw materials or energygase and
should Innospec’s businesses not be able to pasgesa cost increases to their customers thentopgraargins and
cash flow from operating activities could be negalti impacted. Should raw material prices incresagaificantly ther
the Company’s need for working capital could inseewhich would negatively impact cash flows fronergtions.

Environmental Risks

The Company is subject to extensive federal, skatal and foreign environmental, health and salfatys and
regulations concerning emissions to the air, diggggto land and water and the generation, handliegtment and
disposal of hazardous waste and other materiaks Cldmpany is also required to obtain various emvirental permit
and licenses many of which require periodic nadtficn and renewal.

The Company operates on a number of manufactuites) $he Company’s historic operations, and tiséohic
operations of companies who have previously opdratesites that the Company has acquired, enailisk of
environmental contamination of the properties thatvns or has owned. This may result in finesranmal sanctions
against the Company or may entail the Company itenah costs to remediate historic contamination.

The Company further anticipates that certain prodaodacilities may cease production in the medionong term.
On closure of some of these production operatiorise future the Company expects to be subjeatto@mental
laws that will require production facilities to bafely decommissioned and a degree of environmesrtadiation to
be undertaken. The degree of environmental remediaitill depend upon the plans for the future usthe operating
sites that are affected and the environmentallkgs in force at the time. The Company has culyanade a
decommissioning and remediation provision basetherCompany’s current obligations, the current plam those
sites and current environmental legislation. ShaoladdCompany'’s future plans for the sites changshould
environmental legislation change then these prongsmay prove inadequate and this will have a negahpact on
future operating income and cash flows from openreti
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Competition and Market Conditions

Certain of the Company’s businesses are subjestdénse competition. The Company competes on this lbha
number of factors including product quality andgedies, customer relationships and service andatgy and
toxocological expertise. For some products the aditgrs are larger than the Company’s businessgsray have
greater access to financial resources. As a rdémge competitors may be able to better withstacithage in
conditions within the industries in which the Compaperates, a change in the prices of raw masesiah change in
global economic conditions. Competitors may be &blatroduce new products with enhanced featurasrhay caus
a decline in the sales of the Company’s produatsisGlidation of customers or competitors in theketareas in
which the Company operates may cause a loss ofamnsinlare for the Comparsyproducts or place downward pres:
on prices. All of these risks could negatively iropfuture revenues, gross margins and operatiny fbass.

Regulatory Risk

The Company is currently the subject of an invesiogn by the SEC into potential violations of fealesecurities law
as a result of transactions conducted by the Coyparholly owned indirect subsidiary, Alcor Chemfertriebs
GmbH, under the United Nations Oil For Food Prograihe Company has also made a voluntary discldsutksS.
Office of Foreign Assets Control (“OFAC”) regardidgalings with Cuba by certain of the Company’senirand
former subsidiaries. The Company has made provisiolegal expenses and potential penalties inaespf these
matters where this is feasible. However shoulddbmpany’s estimates prove to be inadequate thercthild have a
material impact upon the Company’s operating incame cash flows from operations.

Currency Risk

The Company generates revenues and incurs opecatstg in currencies other then the US dollar. Assalt currenc
fluctuations between the US dollar and other cuies) predominantly the euro and sterling will comé to have an
impact upon the Company'’s future financial perfonce The Company cannot accurately predict ther@atuextent
of future exchange rate variability. While the Canp takes steps to manage currency exposure byrenieto
hedging transactions this cannot eliminate all sype to future exchange rate variability and tloigld materially
impact future operating income and cash flows faparations.

Pensions Risk

The Company operates a defined benefit schemeiblikhalthough this scheme is now closed to newaatdgrwithout
trustee discretion. This scheme has a large nuoflaeferred and current pensioners. Should futtwestment returr
prove insufficient to meet future obligations opald future obligations increase due to actuadatdrs or changes in
pension legislation then the Company may be reduoenject additional funds into this scheme. Tt¢osild have a
material impact on future operating income and ¢sts from operations.
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Product Risk

Many of the Company’s products are required todggstered with the U.S. Environmental ProtectioreAcy
(“EPA") and with comparable governmental agencisswhere. Such registration is subject to perioghtew and is
subject to the requirement to produce product ddta.European Union is currently considering adddi legislation
known as the Registration, Evaluation and Authaigzaof Chemical substances regulation (“REACH”)iethwould
require most of the Comparsyproducts to be registered with EU Authoritiesdeinthis legislation the Company m
demonstrate the continuing safety of its produtiss registration will require the Company to inexpense to test
and register its products. While the Company exg#t its products will be approved for re-registn after testing
it is possible that certain products may not begistered if the test data proves unsatisfactorguch an outcome
some of the Company’s products may be restrictdzhoned in the EU.

ltem B Unresolved Staff Comments
Not applicable
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Item 2 Properties

A summary of the Company’s principal facilitiessisown in the following table. Each of these praperis owned by
the Company, except where otherwise noted:

Location Principal Operations
Newark, Delaware, U® Innospec Inc. Headquarte
Ellesmere Port, Ut Innospec Inc. European Headquarters; Business T

Manufacturing; Research & Development; Administaf
Fuel Technology Centt

Widnes, UK Aroma & Fine Chemicals Limited; Manufacturing
Administration

Herne, German® Octel Manufacturing Europe GmbH; Manufacturing
Administration

Leuna, German Leuna Polymer GmbH; Manufacturing and Administna

Zug, Switzerlan OBOAdler Limited; Alcor Chemie Vertriebs GmbH. Sakend
Administration

Vernon, Franci Gamlen SA; Manufacturing and Administrati

Littleton, Coloradc® Octel Starreon LLC; Administratic

High Point, North Carolina, U® ProChem Chemicals Inc.; Manufacturing and Admiaisbn

Spencer, North Carolina, L® Finetex Inc.; Manufacturing and Administrati

@  Leased property

The headquarters of Innospec Inc. is located atG#fiinental Drive, Newark, DE 19713.

The Companys Octane Additives manufacturing site is at Ellesniort. We believe that the capacity of our ptaart
be managed in a flexible manner to meet anticipdégdand. Actual annual operating levels have beeewed as
part of management’s response to the decline iar@@cAdditives markets.

The Company’s Fuel Specialties manufacturing capatiEllesmere Port comprises a multi-purpose &delitives
plant (3,500 mt per annum).

The Companys Performance Chemicals manufacturing capacityiesfere Port comprises an EDDS plant (1,60
per annum) for the manufacture of Octaquest®.

The Company disposed of the manufacturing facditivilwaukee, Wisconsin in the US along with othesets of the
Octel Performance Chemicals Inc. (“OPCI”) businesBecember 2005. The Company also relocated itsg&an
Headquarters from Manchester in the UK to Ellesniend in the UK. The Company also relocated ceraiivities o
the Fuel Technology Centre to Ellesmere Port froenBletchley site in the UK.
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Item 3 Legal Proceedings
Bycosin Disposal

Voluntary disclosure of possible violations of @ban Assets Control Regulations to the Officearélgn Assets
Control. Given the international scope of its operations,@lmmpany is subject to laws of many differentgdictions,
including laws relating to the imposition of restions on trade and investment with various ergtiggersons and
countries, some of which laws are conflicting. 002 the Company reviewed, as it does periodicalipects of its
operations in respect of such restrictions, andrdehed to dispose of certain non-core, non-U.Bsisliaries of
Bycosin AB which had been engaged, since priohéoaicquisition in 2001 of Bycosin AB by the Company
transactions and activities, including the saleestain fuel additives, with entities and persdrat tare in or associated
with Cuba. Consequently, on November 15, 2004, BycAB, a wholly-owned subsidiary of the Compangaized
under the laws of Sweden (now known as Octel Swédirthe “Seller”), entered into a Business andeigaurchase
Agreement (the “Agreement”) with Pesdo Swedcap kglsl AB (the “Purchaser”), Hakan Bystrom and otteexshe
Purchaser’s guarantors, and Octel Petroleum Sgiesiaimited as the Seller’s guarantor, and conaglehe all-cash
transaction contemplated thereby (together withteel transactions, the “Transaction”). The Agredrpeovided for,
among other things: (i) the disposal of certain-nore Fuel Specialties business and related matuwiiag and other
assets of the Seller; and (ii) the supply andifistion of certain power products to certain gepgia regions. The n¢
consideration paid by the Purchaser was approxiyntite$2.9 million.

Following completion of the Transaction, the Comparade a voluntary disclosure to the U.S. Offic&offeign
Assets Control (“OFAC”) regarding such transactiand activities engaged in by certain non-U.S. islidrges of the
Company. The Company conducted an internal reviesuch transactions and activities and, in Marcb32@lisclose
to OFAC the preliminary results of such review. idadter, OFAC requested certain additional infororatelating to
the Bycosin disclosure, and, in May 2005, the Camgaxrovided OFAC with such additional informatiduring the
course of its internal review, the Company obtaiadditional details relating to the previously thsed Bycosin
business and information concerning a series aflated transactions involving the sale of TEL Isystibsidiary The
Associated Octel Company Limited (“Associated O¢tiel a Cuban entity. Such sales of TEL ended 8919 he
Company informed OFAC of its receipt of this addital information in June 2005. On January 27, 2€s,
Company submitted additional information to OFA@aeding this matter. The Company’s internal revidentified,
among other things, that: (i) Bycosin’s non-U.Ssdiaries maintained an office in Cuba from whichy conducted
their fuel additive sales, and other related aii#igj (i) Associated Octel employees traveled tbh&for business-
related purposes with respect to the Bycosin salds/o occasions and consulted with representatif’8ycosin’s
non-US subsidiaries regarding substantial contrattsthe Cuban customers; (iii) Gamlen Industr@s)., a French
company and an indirect subsidiary of the Compaald fuel additive products to a Bycosin subsididgt were
delivered to a Cuban customer on four occasiomsA@sociated Octel was involved in the direct amdirect sale of
TEL products to one principal Cuban customer betwi1 and 1999, and, although the last sale of W& in April
1999, certain ancillary aspects
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primarily related to discontinuing these commerogddtionships continued until January 2002 andh{)aggregate
monetary value of the transactions involving Cuparsons and entities conducted by the Company’dt#n
subsidiaries since January 1999 is approximatefy@b@illion. The Company intends to continue tome@te with
OFAC'’s continuing review of its voluntary disclosur

The Cuban Assets Control Regulations (31 CFR P& ECACR”) were issued by the U.S. Governmentemitie
Trading With the Enemy Act as amended (50 U.S.(p.Afb)). These regulations, in conjunction with thelms-
Burton Act, generally prohibit “persons subjecthe jurisdiction of the United States”, which indas foreign
subsidiaries of U.S. companies, from engaging sirfess and transactions with Cuba. However cong®iavith the
CACR by European companies is prohibited by CouRedjulation No. 2271/96 adopted by the Councihef t
European Union in November 1996. The U.S. regutatend the European regulations conflict with ezttler in
certain respects. The Company cannot predict ho&w@Will interpret the implementation of the CACR @ther
relevant laws or regulations with respect to theweercial activities involving Cuba of the Companfésmer non-
U.S. subsidiaries. While the Company believesithatno longer engaged in business with certatities, persons
and countries that are subject to restrictionssamttions under U.S. trade laws and regulationgtaatdt has taken
appropriate steps to achieve compliance with agbleeU.S. laws and regulations relating to tradiiamestment, if
the Company or its subsidiaries (current or formezje found not to have complied with such lawsegulations, or
any other applicable laws or regulations, includimgse of jurisdictions the laws of which are cantithg, the
Company or its subsidiaries could be subject tediar other civil or criminal penalties which coble material.

At this time, however, management believes thabitld be speculative and potentially misleadingtha Company 1
predict the specific nature or amount of penalties OFAC might eventually assess against it. Wdealties could
be assessed on different bases, if OFAC assessallipe against the Company on a “performance ofraots basis”,
the applicable regulations provide for penaltiaghie case of civil violations of the CACR, of tlesser of $65,000 p
violation or the value of the contract. Since Japd®99, non-U.S. subsidiaries of the Company hentered into 43
contracts with Cuban entities, each of which cdaddcconsidered a separate violation of the CACR BAO. OFAC
may take the position that the CACR should be preged or applied in a different manner, potentiailen to permit
the assessment of penalties equal to or greatethleavalue of the business conducted with Cubasops or entities.

As of the date hereof, the Company has not hadlemeyssions with OFAC regarding the nature or arhotin
penalties to which it might be subject, or how spehalties might be calculated, including whethEAG might
assess penalties for transactions performed bd&magary 1999. The Company has considered the cdryessible
outcomes and potential penalties payable. In aecme with the Company’s accounting policies, prioni$as been
made for management’s current best estimate gdkential liability, including anticipated legal sts. However,
should the underlying assumptions prove incortéetactual outcome could differ materially fromtteapected.
Management is not able to estimate the range ofdditional loss, if any.
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Management believes that at this time it is st able to predict with any certainty how OFAC vadliculate the
number of possible violations of the CACR that rhaye occurred or the nature or amount of penatiegich the
Company could be subject. First, while the Bycasiles occurred within the last five years, virtyalll of Associated
Octel’'s TEL sales and transactions with Cuba occurrec ni@an five years ago and, thus, may be outsidst#tete c
limitations period established by the relevant laBscond, OFAC’s penalty guidelines permit mitigatirom the
maximum penalty amount based on a company havimg maoluntary disclosure. However, at this timhes not
possible to determine whether OFAC will agree thatCompany should qualify for mitigation becaukeéso
voluntary disclosure. Third, the regulations do indicate what approach OFAC might take in regandsssessing
penalties against a company whose options foreatinig its foreign subsidiaries from the commeroaddtionships
with Cuba were limited by the Council Regulation.I12871/96 adopted by the Council of the Europeamtyand the
Mexican blocking measures. Thus, we cannot spexakto how OFAC might characterize these posgiblations
nor can we predict the timing of further developiseor the final outcome of the voluntary disclostr®©FAC.
However, as stated in our previous filings, if @@mpany or its subsidiaries (current or former)eveund to have n
complied with the CACR, the Company believes thabuld be subject to fines or other civil or cnval penalties,
which could be material.

The Chief of the Office of Global Security Risk (@33R”) of the SEC’s Division of Corporate Financatse letter to
the Company dated November 22, 2005 (“SEC comnettetr) regarding its Form 10-K for the fiscal yearded
December 31, 2004 and Form 10-Q for the quartee@ddne 30, 2005. The SEC comment letter focusedabiers
arising from the Company’s voluntary disclosuréteAC. In response to the SEC comment letter, thagamy
submitted a letter (“response letter”) to OGSR @t@&mber 14, 2005. To date, OGSR has not respoadkd t
Company’s response letter requested any additiof@aimation from the Company or ruled out the pbdity of
further action.

Infineum Patents

In April 2002, the Company commenced proceedingbenPatents Court in the U.K. against Infineum USR.
(“Infineum”) for the revocation of the U.K. equieat of European Patent No. 0807155 (“155”), Eurodeatent
No. 0743972“972") and European Patent No. 0743974 (“974").

The Company and Infineum agreed that the issuegeleatthem concerning the validity of certain patesttould be
determined at the European Patent Office (“EPQ%{, mot in the U.K. courts. Accordingly, Innospeddnfineum
agreed that the U.K. proceedings for revocatiothefpatents and Infineum’s counterclaim for infengent should be
stayed while this determination at the Europeaemadffice took place.

With regard to Infineum’s patents 155 and 972 @imposition” claims were revoked. Certain “usediohs were
permitted. All five parties (Infineum and the resdents, Innospec, BASF, Clariant and Ethyl) apgkal@e 972
appeal was heard in August 2005. The appeal bgdafn was rejected and Infineum’s patent numbene
revoked. Under the
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agreement to stay the UK proceedings, Infineum hav®ctober 2005, paid £250,000 to the Companygchvh
payment was contingent upon the outcome of the B®&d of Appeal hearing. The 155 patent appealheasd in
November 2005. Certain claims of the 155 patentge\aowed. Such claims do not have an adversetaffethe
Company’s ability to sell its existing product renddy virtue of the agreement to stay the UK prdaags, the
Company paid Infineum the sum of £100,000.

The EPO revoked Infineum’s patent 974 completelfineum appealed to the EPO’s Board of Appeal. $pea,
along with three other respondents, BASF, Clarganat Ethyl, opposed Infineum’s appeal and made septations to
the Board of Appeal. The appeal was heard on Fepfts 2006. The EPO Board of Appeal upheld thecation of
Infineum’s 974 patent. Under the UK stay of prodegs Infineum must pay the sum of £400,000 to tbenany.

In addition, the Company has opposed the follovripeum patents in the EPO:

(1) European Patent No. 0890631, a patent for a cortiamaf an acid based lubricity enhancer togethién &
detergent. Opposition was filed in September 2

(i) European Patent No. 0743973, a patent for a cortdamaf a lubricity enhancer and polyoxylalkyle
compound. Opposition was filed on January 21, 2

(i)  European Patent No. 0981592, a patent foreaal detergent used to improve both detergencyumitity
performance in diesel fuels. Opposition was filed/iay 2005

(iv)  European Patent No. 0885948, a patent for an EVIé\ fbmwv improver and ester based lubricity impraz
Opposition was filed in September 20!

Innospec commenced opposition proceedings in tl@ &PJanuary 7, 2005, against Rhodia’s patent Eampatent
No. 1090211. The matter will be heard at firstanste by the EPO Opposition Division on March 249&0nfineum
has opposed Innospec’s diesel particulate fuehpaiEiropean Patent No. 1047755.

United Color Manufacturing

On April 20, 2004, United Color Manufacturing filedclaim for damages and injunctive relief underféderal
Lanham Act and Pennsylvania’s common law allegaigef advertising by Octel Starreon concerning Ctatreon’s
Oil Red B Dyes. This claim was vigorously resistgdthe management of Octel Starreon. This dispasenow been
fully settled by the two parties at a cost of $®ullion to the Company.

Federal Trade Commission Matter

In July 1999, The Associated Octel Company Lim{t&&dDC”) a wholly owned indirect subsidiary of theo@pany
and AllIChem Industries (“AllChem”) entered into @nsent order (“Order”) with the U.S Federal Tradertnission
(“FTC”), which, among other things,
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required AOC to sell TEL for 15 years to AllChenrguant to a certain Supply Agreement dated JulyL899. The
Order, among other things, required AOC (i) to SE€KC approval before changing any of the price teofithe
Supply Agreement, and (ii) to file yearly compli@meports. Thereafter, AOC changed some of the pelens withot
obtaining FTC approval and filed compliance reptht failed to mention the changes. When AOC disoed the
error in June 2005, it notified the FTC of the cdianpce report issues and changes to the Supplyefggat, and
sought retroactive approval for the latter, whiequest is pending. However, because the changles upply
Agreement lowered the price of TEL to AllChem, @empany does not believe that it is probable that=TC will
seek to impose civil penalties for AOC'’s possilil@ation of the Order.

Oil For Food

On February 7, 2006, the Securities and Exchangen@ission (“SEC”) notified the Company that it hamranenced
an investigation to determine whether any violatiohfederal securities law had occurred in corinaatith
transactions conducted by the Company’s wholly ahindirect subsidiary company, Alcor Chemie Velis€&smbH
(“Alcor”), a Swiss company, under the United Nagddil for Food Program between June 1, 1999 aneémber 31,
2003. As part of its investigation, the SEC issaesibpoena requiring the production of certain demits concerning
these transactions by the Company and Alcor. Thagamy, and its officers and directors, intend toparate with th
SEC in its investigations.

Resignation of Dennis Kerrison as President and Chief Executive Officer

On March 17, 2005 the Company announced that ifitetla Form 12b-25 (Notification of Late FilingJith the SEC
with respect to its Annual Report on Form 10-K assult of the need to complete an investigatiotheftransaction
described below and its impact on management'sasgsmt of internal control over financial reporting

On February 24, 2005, Dennis J Kerrison (“Kerrigottien the President and Chief Executive Offic€HO”) of the
Company, arranged to transfer £50,000 (equivateapproximately ZAR 500,000, and approximately 9S,600)
from his UK bank account to the account of Assadadctel Company South Africa Pty Limited (“Octelush
Africa”), a wholly owned indirect subsidiary of tl@mpany. On the same day, at the initiation ofrisen, Octel
South Africa made a payment of ZAR 500,000 (egeintto approximately US $95,000) for Kerrison’squeral use.
Kerrison’s UK bank sent the funds to Octel Southigd's bank account on February 24, 2005, whicluéuvere
credited to Octel South Africa’s bank account obraary 28, 2005. Octel South Africa was reimburgedehalf of
Kerrison for associated costs of approximately 28R (approximately US $107) on March 3, 2005.

The investigation, conducted by independent coumggbinted by a Special Committee of the Board ceaspleted
on March 29, 2005. Also on March 29, 2005, the &b&ommittee reported on the investigation to@wnpany’s
Board of Directors. The findings were adopted lg/Board. Based on the findings, it was determihatithe
transaction appeared to violate the Company’s @bd#hics, and that elements of the transaction hzawe resulted
in
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potential violation of certain laws and regulatidrysthe then CEO, the managing director of OcteltBd\frica and
the Company. In addition, it was determined theal@ontrols over disbursements at Octel SouthcAfwere
overridden as a result of the transaction initidigderrison.

Upon completion of the investigation, the Compassessed the effectiveness of the Company’s inteamdiol over
financial reporting as of December 31, 2004, antthaed that a material weakness existed as ofrbieee31, 2004.
As of March 31, 2005 the Board and the then Chiediicial Officer (“CFO”) concluded that this matdnveakness
had not been remediated, and still existed at Maicl2005. The Board determined that this conctusias consistent
with the Company'’s conclusion with regard to iteemmal control over financial reporting as of Magh 2005.

On April 12, 2005, the Company announced the resign of Kerrison as President and CEO, effectiypeilAL5,
2005. The Company implemented a remediation prognaminvolved training all staff in its Code oftits, stressing
the unacceptability of override of internal congrbly management, and the establishment of a registérectors’and
officers’ interests and procedures with respeeictoial or potential conflicts.

The Company met with the SEC in May 2005 to dist¢hissmatter. To date, the SEC has taken no additiaction,
and there has been no further communication bettveeSEC and the Company regarding this matter.

As of September 30, 2005, the current CEO and Gi@laded that this material weakness had been riateddand
therefore no longer existed at September 30, 2ZDB&.CEO and CFO concluded that the Company’s discéo
controls and procedures were effective as of Sdpe®0, 2005. This remains the view at DecembeGQ5.

Other Matters

No director or officer and to our knowledge no l&fe of the Company or any associate of any direat officer is
involved, or has a material interest in, any proaags which would have a material adverse effeadhenCompany.

Item 103 of Regulation &-requires disclosure of administrative or judig@abceedings arising under any federal,
or local provisions dealing with protection of thievironment, if the monetary sanctions might excgEaD,000. Ther
are currently no such proceedings.

Except as described above, there are no otheriadgiending legal proceedings to which the Compamngny of its
subsidiaries is a party, or of which any of thewmgerty is subject, other than ordinary, routitigétion incidental to
their respective businesses.

Item 4 Submission of Matters to a Vote of Security Holder:
No matter was submitted to a vote of security haldiiring the quarter ended December 31, 2
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PART Il
Item 5 Market For The Registrant’s Common Equity And Related Stockholder Matters

The Company’s common stock is currently listedlmNew York Stock Exchange (“NYSE”) (Symbol IOPs &f
March 2, 2006 there were approximately 1,704 regest holders of the common stock. By a resolutated Februar
14, 2006, the Board of Directors of the Companyraygd in principle to withdraw its listing from tid¢Y SE and to
have its securities listed on The NASDAQ Stock MaitKNASDAQ”). On March 10, 2006 the Company reeglv
approval to have its securities listed on NASDA@ an March 14, 2006 the Board affirmed its decidmhist on
NASDAQ. The last day of trade on the NYSE will beaddh 21, 2006 and the first day of trade on NASD#&Dbe
March 22, 2006. The ticker symbol on NASDAQ will ligSP.

It is considered that a switch to NASDAQ would bigntee Company and its shareholders because NASP&{d
help support the Company’s re-positioning, the NASDmarket could offer better liquidity and transantexecution
quality and the costs of trading are generally lothan NYSE.

In line with its policy of semi-annual consideratiof a dividend, on February 9, 2004 the Compampoanced the
payment of a dividend of 6 cents per share to Ik tpashareholders of record as of February 204260April 1,
2004. A further dividend of 6 cents per share waid o shareholders on October 1, 2004. A divideind cents per
share was paid to shareholders of record on Fgbi8r2005 on April 1, 2005. On August 12, 200%® @ompany
announced the payment of a dividend of 7 centsaeedlo shareholders of record as of August 31, 20B5 dividend
was paid on September 30, 2005.

On February 16, 2006 the Company announced the grayoh a dividend of 8 cents a share to sharehsloierecord
as of February 23, 2006. This dividend is expetdak paid in April 1, 2006.

The borrowings entered into by the Company thakvireplace until January 30, 2004 restricted then@any’s ability
to pay dividends or buy back stock. Dividend payta@md stock buy-backs could only be made if then@amny:

1) was in compliance with the borrowings agreememisliding certain financial covenant
2) would have been compliant following the proposeghpents and bi-backs, and
3) had provided the Compa’s bankers with appropriate notice of the proposaaents and bi-backs.

The refinancing facility agreed on December 13,228Mbws a maximum dividend of $2.5 million per ammin 2005,
plus 10% annual growth thereafter provided thadl@f@ult has occurred or would result from such payimThe
Company may repurchase its own shares providedhisawvill not affect compliance with the financ@dvenants in
the facility.
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ISSUER PURCHASES OF EQUITY SECURITIES

(a) Total (c) Total Number of
Number of Shares Purchased as Pe (d) Approximate Dollar
(b) Average Value of Shares that Ma
Shares of the Publicly
Purchasec Price Paid Announced Plans or Yet Be Purchased Unde
Period per Share Programs the Plans or Programs
October 1- October 31 — — — $ 13.7 millior
November 1- November 3( 33,23( $ 15.01 33,23( $ 13.2 millior
December - December 3: — — — $ 13.2 millior
Total 33,23( $ 15.01 33,23( $ 13.2 millior

On October 25, 2004 the Company announced thadtahel of directors of Innospec Inc. had authoriaeddditional
$15.0 million to repurchase Innospec’s shares @unisio its buy back program. The total amount ayguido date in
relation to share buy-backs is $21.4 million.

On February 16, 2006 the Company announced thdudhel of directors of Innospec Inc. had authoribed
acceleration of the Company’s stock repurchaserprmo@nd in accordance with a non-discretionarykstegourchase
program established under rule 10b 5-1 may repsecbpa to 300,000 shares of its common stock byl 26ri2006.

The Company also has authorized securities foargseiunder equity compensation plans. The infoomatontained
in Iltem 12 under the heading “Shares Authorizedgsuance under Equity Compensation Plans” is puraited
herein by reference.

The Company has not, within the last three yeasglerany sales of unregistered securities.
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ltem 6 Selected Financial Date
FINANCIAL HIGHLIGHTS

(dollar amounts in millions
except per share figures)

Summary of performance

Net sales

Impairment of Octane Additives business good
Operating (loss) / incorr

Costs of debt extinguishme

(Loss) / income before income taxes and minoritgriest
Minority interest

Income taxe:

(Loss) / income after income taxes from continudpgrations
Net (loss) / incomi

Net cash provided by operating activit

Financial position at year end

Working capital

Total asset

Long-term debt (including current portio
Stockholder equity

Financial ratios

Net (loss) / income as a percent of si
Effective income tax rate as a percént
Current ratig®

Share data

()]
@
®)
4)

Earnings per shal

— Basic

— Fully diluted

Earnings per share from continuing operati
- Basic

— Fully diluted

Dividend paid per shai

Shares outstanding (basic, thousai
— At year enc

— Average during yee

Stock price

— High

- Low

— At year enc

2004 2003 2002
20050 ) @ M@ 1)@ 2001
$ 5277  $468.1  $4431  $433¢€  $ 4141
(134.9) (40.7) — — —
(97.7) 417 97.¢ 89.7 58.
— — — — 17.1
(117.9) 34.( 81.€ 77.€ 24.4
0.2) 2.0 4.3) (3.0 4.2)
(4.2) (20.1) (23.2) (23.0 (14.0)
(122.9) 11.¢€ 54.1 51.€ 6.2
(123.7) 6.2 51.€ 52.1 5.6
43.¢ 62.4 85.2 100. 90.C
113.¢ 60.2 67.¢ 41.( 68.1
675.2 790.€ 7416 7472 788.7
144.¢ 124.° 104.¢€ 159. 231.(
$ 3142  $ 4456  $430-  $362F  $ 290.
(23.) 1.2 11.7 12.C 1.4
(3.5) 62. 30.( 30.¢ 69.2
1.7 1.2 1.6 0. 1.
$(1000 $ 05 $ 43/ $ 441 $ 0.4¢
(10.00) 0.4¢ 4.1¢ 4.1¢ 0.4t
(9.89) 0.9¢ 4.5¢ 4.3€ 0.52
(9.8 0.9: 4.31 4.11 0.5¢
0.1¢ 0.12 0.0% 0.0% —
12,32t 12,33 12,05¢ 11,84¢ 11,75(
12,36¢ 12,34¢ 11,92¢ 11,817 11,76¢
$205:  $3200( $204f  $260¢ $ 19.2(
14.6( 18.67 12.5¢ 15.8( 11.4(
16.21 20.81 19.6¢ 15.8( 18.0(

From January 1, 2002, the amortization of goodeglsed in accordance with FAS 142.
2004, 2003, 2002 and 2001 comparatives have batated in order to reflect discontinued operations.

The effective tax rate is calculated as a percentdigncome before income taxes.

Current ratio is defined as current assets divlgedurrent liabilities.
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QUARTERLY SUMMARY (UNAUDITED)

(dollar amounts in millions First Second Third Fourth
except per share data) Quarter Quarter Quarter Quarter
2005
Net sales $133.2 $ 125.¢ $133.C $135.7
Gross profit 50.z 45.¢ 45.C 48.%
Operating income/(loss'® 1.C (99.2) 1.1 (0.6
Net (loss) / income (2.9 (104.9 (9.2 (7.4
Net cash provided by operating activities 10.: (13.9 19.t 27.€
Per common share:
(loss) /Earnings— basic (0.19) (8.4¢) (0.74) (0.61)
— fully diluted (0.19 (8.46) (0.79) (0.67)
Stock price — high 20.52 19.77 18.7¢ 17.8(
— low 17.9( 15.4: 16.0¢ 14.6(
2004
Net sales $102.2 $117.1 $125.¢ $123.:
Gross profit 43.1 56.: 50.¢€ 55.7
Operating income/(loss; 12.€ 12.5 19.1 (2.3
Net income/(loss? 7.2 3.2 9.1 (13.9)
Net cash provided by operating activities 17.2 19.2 0.5 25.F
Per common share:
Earnings/(loss)- basic 0.5¢ 0.2¢ 0.75 (2.0¢)
— fully diluted @ 0.5€ 0.2% 0.7C (1.08)
Stock price - high 30.0¢ 32.0C 27.0C 23.8¢
—low 19.7¢ 20.0¢ 21.1¢ 18.6:
NOTES

@  The figures for 2004 and 2005 have been restateddier to reflect discontinued operations. This hadmpact on cash flows.

@ Inview of the fact that a net loss of $13.3 milliwas made in the fourth quarter, 2004, the basicfally diluted loss per common sh:
are the same for that quarter. However, on an dfrasss the fully diluted earnings per common sheas $0.48, meaning that
effectively the impact of the fourth quarter lossfally diluted earnings was a loss of $1.
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Item 7 Managemen’s Discussion and Analysis of Financial Condition ahResults of
Operation

This discussion should be read in conjunction with consolidated Financial Statements and the ribézsto,
included elsewhere herein.

FACTORS AFFECTING OUR RESULTS
Octane Additives Market Developments and Goodwillipairment

In its second quarter 2005 filing on Form 10-Q @wmmpany confirmed that Venezuela, a major custohaat,
permanently left the Octane Additives (formerly Wmoas TEL) market for motor gasoline and the Comgpaas now
planning and acting accordingly. In 2004 and 208Bsales to this customer were $61.8 million and SB4nillion
respectively. As a result, the Company has receghézsignificantly larger than anticipated cha®E3@.4 million) in
the year for the impairment of Octane Additivesibess goodwill. This mainly reflects the reductiorthe anticipate
discounted cash flows that had previously beenmasdun the Company’s model that supported the valu@ctane
Additives business goodwill at the end of the fasarter, 2005 as a result of the loss of this majstomer.

The Company also indicated that the loss of thsdaaer would require restructuring of the cost s a review of
manufacturing capacity. The Company has since ocategblthe relocation of its European Head Officevdigts to the
UK manufacturing site at Ellesmere Port as wel asimber of high level personnel changes desigmetteéamline
the corporate cost base. The Fuel Specialties éssimas also consolidated its research and tegynabtivities on th
Ellesmere Port site following the relocation ofte@r activities from of the former Fuel TechnoloQgnter at
Bletchley, UK. The Octane Additives business scalack the production of TEL effective June 200%1der to deal
with the reduction in demand. The Company has saime@unced a further round of restructuring of nfiacturing an
support services at Ellesmere Port and recognieedeistructuring charges, including pension cumilt charges,
associated with that program.

The loss of Venezuela as a major Octane Additivssomer required the Company to review its curagt projected
operational flexibility and liquidity. The Compatlyerefore initiated discussions with its senioders in the third
guarter. As a result of those discussions the Cognpgreed the terms of a new three and a halffyearcing facility
of $167.1 million that is appropriate to the Compameeds in December 2005. As at December 31,,2065
Company had $140.0 million of debt outstanding uridenew senior credit facility agreement and \wasompliance
with all financial covenants therein as of Decentier2005. The Company is also, under its curresjeptions, fully
compliant with all of the financial covenants oéthew financing facility.

Acquisition of Finetex, Inc.

On January 14, 2005 the Company completed the sitiqoiof Finetex, Inc. (Finetex) for a total camesiation of
$21.2 million. Finetex is a manufacturer and sugrpdif specialty
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surfactants and emollients to the personal camametics and other industrial markets and is basé&teiv Jersey, US
and North Carolina, USA. The results of Finetextfar period from the date of acquisition to Decengie 2005 are
consolidated in the Performance Chemicals busiddssacquisition was financed by a drawdown ofGloenpany’s
previous Revolving Credit Facility.

Resignation of Dennis Kerrison as President and Chaf Executive Officer

A special investigation relating to a transactietween the then Chief Executive Officer and theo&sded Octel
Company (South Africa) (Pty) Limited, a wholly owhdirect subsidiary of the Company, by independennsel
appointed by members of the Company’s Audit Conmaaitind the Compars/Corporate Governance and Nomina
Committee (the “Special Committee”) was completetMarch 2005. As a result of the investigation, Board of
Directors and Mr. Kerrison agreed on Mr. Kerrisorgésignation from the Board and from the positioh€hief
Executive Officer and President of the Companyatifie April 15, 2005. Mr. Kerrison will not seek-stection to the
Board of the Company. Mr. Kerrison will however r@mavailable to the Board as an advisor until Ap007.

The terms of Mr. Kerrison’s resignation are goverbg an agreement between the Company and Mr.d¢erdated
April 8, 2005 (the “Resignation Agreement”). Undlee Resignation Agreement, Mr. Kerrison will reeehis salary
and bonus for the period up to and including Decamn3i, 2005, and thereafter until April 2007 hd vakteive his
salary and a discretionary bonus. Mr. Kerrison héle 12 months from the date of resignation toese any option
due to him under the Innospec Inc. Performancet&eg&hare Option Plan and the Innospec Inc. ComBaaye
Option Plan and will receive a proportion of thetaméng shares under the Co Investment Plan. Mrrig@r has no
other outstanding options. Mr. Kerrison will seagean advisor to the Board until 2007, but hagresl from any
positions he holds as Chief Executive Officer, Riest, Board member or trustee of the Companysaafiiliates.

A charge of $4.0 million was recognized relatinghe salary and emoluments, including pension coéts
Mr. Kerrison together with the costs of professiadvice to which he may be entitled under the estion
Agreement.

Paul W. Jennings, who at the time was Executive Vesident and Chief Financial Officer, took aer
administrative and authorization responsibilitiéshe Chief Executive Officer while a formal seafoh a new Chief
Executive Officer was conducted.

Appointment of Paul W. Jennings as President and Gaf Executive Officer

On June 23, 2005 the Company announced that Palgéiiings had been appointed as President and Exteetitive
Officer with immediate effect.

Appointment of James F. Lawler as Vice President ahChief Financial Officer

On August 1, 2005 the Board of Innospec appoindéaae$ F. Lawler as Executive Vice President andfCimancial
Officer with immediate effect.
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Closure of Octel Exhaust Systems Ltd. (Adastra)

On April 7, 2005 the Company announced the clostitke Octel Exhaust Systems Ltd. (“Adastra”) bass This
business was engaged in manufacturing systemsniovieeparticulate matter from commercial diesel esta
Customers of this product had previously been 8aaritly supported by financial grants from the givernment but
the recent removal of these grants has made thedssseconomically non-viable in its current foffor a limited
period the Company will continue to engage in thyepty of the technology via third party franchiseaagements.
This arrangement will be reviewed regularly. Thesare has resulted in the loss of 13 employedsituK and a tote
cost of closure of $2.0 million including write-efbf both inventory and plant ($1.6 million) ande@nce payments
($0.4 million).

Write-off of Investment in Stylacats Limited

In the third quarter 2005 the Company recogniz&8.& million charge for the full write down of ilsvestment in
Stylacats Limited. Stylacats was engaged in theldgwment of novel catalyst technology. During thiect quarter the
Company was informed of a significant reductionhe projected sales of the Company. From this reechst it was
apparent that the scale of the available commeopibrtunity was smaller than previous busineseschad
suggested. Consequently the likely rate of returthe investment fell below that available in theany’s core
business and the Company decided not to investduftinds. Stylacats has not been able to seciemative funding
and is currently in administration. The Companysloet expect to recover significant value fromithastment.

Change of Name

On January 30, 2006 the Company changed its naitn@aspec Inc., and the stock symbol also changed OTL to
IOP. The change was effected by the merger of diwbwned subsidiary into the Company. No stockleoldote was
required or obtained for either the merger or thea change. The name change was implementedéotrefl
developments in the Company’s business and iteegitadirection. The name change was supplemented b
presentations made to investors by members of dmep@ny’s executive management team in February.2Z00gies
of such presentations may be accessed on the Cgiapagbsite at www.innospecinc.com
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RESULTS OF OPERATIONS
Results of Operations — Fiscal 2005 compared to €& 2004:

The following table showing operating income byaeing business also shows the comparative restiiperations

in 2004 and 2003.
Product Group Data

(in millions) 2005 2004 2003
Net sales
Fuel Specialtie $ 240.¢ $195.€ $173.:
Octane Additive: 181.¢ 226.1 248.¢
Performance Chemica 105.2 46.4 21.C
$ 527.7 $468.1 $443.1
Gross profit:
Fuel Specialtie $ 80.2 $ 67.€ $ 63.7
Octane Additive: 92.7 129.¢ 131.2
Performance Chemica 16.€ 8.€ 3.€
$ 189.f $206.( $198.¢
Operating income
Fuel Specialtie $ 26.2 $ 20.€ $ 21F
Octane Additive: 69.2 104.¢ 109.¢
Performance Chemica 1.C 0.2 (2.3
FAS 87 pension (charge)/cre (1.7) 2.7 9.2
Corporate cost (26.7) (33.0 (25.€)
Restructuring charg (31.9) (8.9 (14.9
Impairment of Octane Additive business good (134.9) (40.7) —
Loss on disposa — (4.9 —
Operating Incom $(97.7) %417 $ 97.¢

The 2004 and 2003 results have been adjustediéatrdie effect of discontinued operations. Theyehalso been

adjusted to reflect the newly announced reportegyneents of the Innospec business.
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The following table is presented to show the inaatal impact of the acquisitions of Leuna, Arom&i&e Chemical

(“AFC”) and Finetex in 2005. A similar analysispsesented later for the comparison of 2004 resoltsose achieved
in 2003.

Effect of acquisitions on 2005 group results compad to 2004

2005 Before

2005 As Effect of 2004 As

Reported Acquisitions Acquisitions Reported
(in millions)
Net sales $ 527.7 $ 59.C $ 468.7 $ 468.]
Gross profi 189.t 6.3 183.2 206.(
Selling general and administrative expe (97.€) (5.9 (92.9) (89.€)
Research and development expe (11.2) (0.7) (10.5) (20.7)
Amortization of intangible asse (12.9) (1.5) (11.2) (11.2)
Impairment of Octane Additives business gooc (134.9) — (134.9) (40.7)
Restructuring charg (31.9) (0.9 (30.9) (8.3
Loss on disposa — — — (4.4
Operating (loss) / incomr $ (97.9) $ (1.€) $ (96.]) $ 417

The table above includes the impact of the acdgoisif Leuna, the results of which were consoliddta six months
in 2004, the results of AFC, the results of whiavénbeen consolidated for four months in 2004 hedésults of
Finetex which was acquired in January, 2005. Thgarhof the acquisition of the remaining 50% of shares in Oct
Starreon LLC has not been included as the restfxtel Starreon LLC have been fully consolidatgdhie Company
since the inception of the joint venture in 199&hva corresponding charge in the minority intetes item. The
minority interest charge for the period to full aition of Octel Starreon LLC on July 8, 2004 vids9 million.
Accordingly no table of the impact of acquisitiagagpresented for the Fuel Specialties business.

The effect of acquisitions on 2005 Performance Gbalsbusiness results compared to 2004 is asisilo

Performance

Chemicals
2005 As Effect of Before 2004 As
Reported Acquisitions Acquisitions Reported

(in millions) 2005

Net sales $ 105.2 $ 56.C $ 49.2 $ 46.
Gross profi 16.€ 5.t 11.1 8.€
Selling general and administrative expe (12.2) (5.2) (7.0 (6.€)
Research and developme (2.0 (0.€) (1.4 (1.6
Amortization of intangible asse 1.9 (1.7) (0.3 (0.2
Business operating incon $ 1.C $ (1.4 $ 2.4 $ 0.2

The remaining effect of acquisitions is reportedhi@ Fuel Specialties business results.
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Net sales

Net sales for 2005 of $527.7 million are $59.6 imill(12.7%) higher than the $468.1 million reporie@004. Fue
Specialties sales of $240.6 million were $45.0iomll(23.0%) higher than in 2004. Sales in the Arssigrew by
34.4% due to higher sales of cetane number impraveradditives for diesel ahead of new legislatigades in the
EMEA region grew by 16.3% and sales in Asia Pagfiew by 12.2%. Octane Additives sales volume&ré%
below the volumes for 2004 but sales value is diolyn by 19.5% mainly due to price increases. Salksmes to the
Americas are down 90.8% due to the loss of busimegsnezuela. Sales to Asia Pacific have provedaetoesilient
and volumes were actually 6.4% higher than in 2@Mpments to the Middle East were 95.7% aheadiph®ents in
2004. Sales to Africa fell by 19.9% from the lewreR004 and, as South Africa has now left the mifideoctane
additives for motor gasoline, we expect volumekdaown further in 2006. The newly acquired sulasids (AFC,
Leuna and Finetex) contributed $56.0 million of $18.8 million additional sales in Performance Cloas in the
year.

Gross profit

At $189.5 million gross profit was 8.0% lower thar004. The gross profit margin for the Company \88.9%
compared to 44.0% in 2004. Higher margin Octaneithad sales were a smaller proportion of tota¢sah 2005 the
in the same period in 2004 (34.5% down from 48.3%g) this mix effect depressed the overall grosétpmargin by
approximately 4.8% points. In Fuel Specialtiesghess margin at 33.3% was 1.3 percentage pointsritvan the
gross margin in 2004. The gross margin has beeaatad by the rapid growth in sales of relativelydo margin
cetane number improvers in the USA and the lossarfufacturing margin as a result of the Bycosipassl in 2004.
The gross profit margin in Octane Additives of 34.Was 6.4 percentage points lower than the grosgima 2004.
In the fourth quarter, 2004 surplus remediationvigion of $6.4 million, relating to a former TEL mafacturing site
in Germany, was released. This represented 2.&p@ge points of Octane Additives gross marginrDiod2 In 2004 a
$3.2 million provision related to a take or pay traot for materials was released following a revathe likely
material requirements. However the recent lossesfézuelan volumes has forced a review of this aohaind as a
result a provision of $1.7 million was recognizadhe second quarter, 2005. This release of pavigpresents 1.4'
percentage points of Octane Additives gross mamg#904 and the build up of provision in 2005 regereted 0.9
percentage points of gross margin. The rest ofldutine in gross margin is mainly due to a comlamadf higher
production costs per ton and higher raw materiatscper ton. The gross margin in Performance Cradaweas 15.8%
in 2005. This is 2.7 percentage points lower tliengross margin in 2004. The newly acquired suésel have a
lower gross margin than the previously existingitesses in this business unit although they alse laver selling,
general and administrative costs.

Operating expenses

At $97.6 million selling, general and administratiexpenses were $8.0 million higher than in 200¥s €xtra cost
was primarily in the Fuel Specialties business wluasts increased by
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$5.7 million. This included legal and other costsatiated with the Company’s voluntary disclosor®FAC. In
Octane Additives selling, general and administeatiosts were $1.9 million lower than in 2004 dua tationalizatiot
of selling expenses as certain sales offices haea blosed. In Performance Chemicals the full yrepact of the 200
and 2005 acquisitions increased selling, genehbaministrative expenses by $5.2 million and tefgesents most
of the increase for the division in these costawveler at $26.7 million, corporate costs were $6il8an

(19.1%) lower when compared to 2004. This refltugseffect of the relocation of the European He#ic©to the
Ellesmere Port site and the streamlining of thecettee structure. A reversal from a pension creald pension charg
resulted in additional costs of $4.4 million. Theswings were offset by legal costs associated thélgovernance
special investigation.

Restructuring charge

The Company incurred restructuring costs of $3lilBomin 2005. The equivalent charge in 2004 w&s3#illion.
$2.2 million was recognized in relation to a newtagduction program in manufacturing and suppctivities on the
TEL manufacturing site. A charge of $1.6 millionsu@&cognized in relation to severance of corpastif. A charge
of $1.4 million was recognized under FAS 146 uralerevious cost reduction program where leavers stayed
longer than their contractual notice periods. Agged with all of the 2005 severance programs aiparcharge of
$12.5 million was recognized under FAS 88 as thaebeen a curtailment event due to the signifiesitucturing
activity in the UK in 2005.

A charge of $1.2 million has been recognized iatieh to the closure of the European Head Officlanchester,
UK. This charge represents a write-off of fixedeassvhere the value has been impaired by the @asudt other costs
of closure. A charge of $0.9 million was recognizeldting to fixed asset write-offs resulting frahe closure of the
Fuel Technology Centre in Bletchley, UK. A chardé&b.1 million was recognized relating to severaogsts arising
from the decision to relocate the research ancht@olyy activities that had previously been caroetiat that site to
the Ellesmere Port, UK site. A charge of $2.0 millivas recognized in relation to the decision gpdse of the
Adastra diesel particulate filters business. Thaduded $1.6 million of fixed asset and other wofés and $0.4
million of severance costs. A charge of $0.4 millisas recognized in relation to the severance esstsciated with a
plan to consolidate manufacturing activities oone site in one of our US businesses. Other chaelgge to the cos
of site clearance in the UK ($3.4 million) and ndK severance in the Fuel Specialties business (&dlion).

A charge of $4.0 million has been recognized ne¢pto the costs of salary, additional costs of gssional advice and
other emoluments paid to the previous Chief Exgeudfficer (as more fully described above in “Resition of
Dennis Kerrison as President and Chief Executiviece@f).

Amortization of intangible assets

The amortization charge was $12.7 million in 20DBis is $1.5 million higher than the charge recagdiin 2004. In
both periods a charge of $10.1 million in the yedaited to the Veritel
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intangible asset that is being amortized on agttdine basis and as such the charge is compayableon year. The
remaining $2.6 million relates to the amortizatairintangible assets recognized in 2004 and 20@bdracquisition
accounting for the recent acquisitions.

Impairment of Octane Additives business goodwill

The Company recognized a charge of $134.4 millarttie impairment of Octane Additives business golbéh
2005. The loss of anticipated sales from Venezwakathe principal reason for this unexpectedly ltigarge and
reflects the loss of the anticipated future castvél that had previously been assumed in the mbdektpported the
value of Octane Additives business goodwill atehd of 2004. The charge in 2004 was $40.7 million.

The Company will continue to test the value of @etAdditives business goodwill at the end of eaddrigr and
expects to recognize a charge of approximately@fllion for the year ending December 31, 200&difual cash
flows are in line with the Company’s current forstsa The charge remains critically dependent ugseldpments
that affect the Company’s best estimates of futatemes of Octane Additives, future revenue, groasgins, selling
and administrative costs as well as the fixed aarking capital requirements of the business.

Interest expense, interest income and other expen@eet)

At $7.6 million the net interest expense is $2.0iom higher than in 2004. This is principally besa of the higher
average level of net debt in 2005 when compareddg®quivalent period in 2004 following the acqiosi outflows in
the second half of 2004 and early 2005 and thee@s® in US base rates. In 2005 interest expensg&&snillion anc
interest income was $1.9 million. In 2004 inter@gbense was $6.4 million and interest income wa8 $illion.
Other income and expense of $12.6 million consigly of a $5.5 million charge for the write-off an investment
in the third quarter, a charge of $1.2 million tdlyff provide against two other investments, $2.8iom sundry other
charges and a $3.7 million charge for exchangeefoes forward foreign exchange contracts.

Income taxes

The headline rate of income tax is (3.5)% in 200Mpared to 62.8% in 2004. The change in the effec¢tix rate and
the reason why the Company is paying taxes onsart@aking operation is that the charge for the immpaint of Octan
Additives business goodwill is not an allowable wlettbn for tax purposes. The effective rate offtax2005 excludin
the impairment of Octane Additives goodwill was&®.compared to 27.6% in 2004.

Discontinued operations
The loss of $1.4 million relates to the disposaD#fCl and the Gamlen Waste Water Treatment business
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Results of Operations — Fiscal 2004 Compared to [eial 2003:
The following table is presented to show the immdc¢he acquisitions in 2004.
Effect of acquisitions on 2004 group results compad to 2003

2004 Before

2004 As Effect of 2003 As

Reported Acquisitions Acquisitions Reported
(in millions)
Net sales $ 468.] $ 29.C $ 4391 $ 443.]
Gross profit 206.( 5.€ 200.¢ 198.¢
Selling general and administrative expe (89.6) (2.9 (87.2) (71.0)
Research and development expe (10.]) (0.9 (9.9 (4.6
Amortization of intangible asse (11.2) (0.9 (10.9) (10.9)
Impairment of Octane Additives business gooc (40.7) — (40.7) —
Restructuring charg (8.9 (0.7) (8.2) (14.9)
Loss on disposa (4.9 — (4.4) —
Operating Incom $ 41.7 $ 2.E $ 39.2 $ 97.¢

The table above includes the impact of the acgoisiif Leuna, the results of which were consolidéte six months
in 2004 and the results of AFC, the results of Wwhiave been consolidated for four months in 200 impact of the
acquisition of the remaining 50% of the shares ateOStarreon LLC has not been included as thdteestiOctel
Starreon LLC have been fully consolidated by then@any since the inception of the joint venture 999, with a
corresponding charge in the minority interest ltieen. The minority interest charge for the periodull acquisition of
Octel Starreon LLC on July 8, 2004 was $1.9 million

The effect of acquisitions on 2004 Performance Gbalsbusiness results compared to 2003 is asisilo

Performance
Chemicals
2004 As Effect of Before 2003 As
Reported Acquisitions Acquisitions Reported
(in millions) 2004
Net sales $ 46.4 $ 25.2 $ 21.C $ 21.C
Gross profi 8.€ 4.8 3.8 3.€
Selling general and administrative expe (6.5 (2.2) 4.3 (4.5
Research and developme (1.6 (0.9 (1.3 (1.7)
Amortization of intangible asse 0.3 (0.9 — —
Business operating income / (lo: $ 0.2 $ 2.C $ (1.8 $ (23
Net sales

Total net sales for 2004 of $468.1 million were $2&iillion (5.6%) ahead of 2003 sales. The 2008ssfijures have
been adjusted from previously reported sales teaethe disposal of the Bycosin Mexico busines2df4 and the
disposals of Octel Performance Chemicals Inc. aamchlén Waste Water Treatment in 2005. The resultisesfe
businesses are now reported
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in the discontinued operations line item, net af E&he effect of acquisitions is reflected in thble above. After
adjusting for the effect of acquisitions, sale$ligl$4.0 million (0.9%).

Net sales in Fuel Specialties were $22.3 millioh.9%) ahead of 2003 sales, after adjustment fodigposal o
Bycosin Mexico. Of this $7.3 million (4.2%) was digethe effect of the appreciation of the euro stedling against
the US dollar. Strong growth was experienced inUB&\ Fuel Specialties business. There was alsotgrowthe
European refinery and performance business.

Octane Additives net sales fell by $22.7 millioml@®) with volumes 15.1% down on 2003 volumes. Mdshe
reduction in volume was due to lower sales to théd East (down 73% in volume) and South East Adoavn 25%
in volume) but sales to Africa, outside of Southiéd, were 24% ahead of 2003 volumes. Good priceagement
mitigated the effect of the decrease in volumes.

Net sales in the Performance Chemicals were stgmfly impacted by the acquisitions in the yeaisakemonstrate
in the table above. After adjusting for the effetacquisitions net sales were unchanged when cadpa 2004.

Gross profit
Total gross profit for 2004 of $206.0 million wag.$ million (3.6%) ahead of 2003 gross profit.

In Fuel Specialties, gross profit increased by $8illon (6.1%). However, the gross profit margailffrom 36.8% to
34.6%. The major reason for this was the delayassmg through higher costs of oil based raw nadteto selling
prices. Also the fair value adjustment arising loa &cquisition of the remaining 50% of Octel StanreLC in the
period required a $0.4 million uplift to the cangivalue of inventory to be recognized.

Gross profit in the Octane Additives business &8 million was only $(1.4) million lower than 2003 despite the
9.1% reduction in net sales. Gross profit margeneased from 52.7% to 57.4% and was boosted b§aHemillion
(2.8% margin) release of remediation provisiongnftbe former production site at Doberitz in Germariye
Company reached an agreement in the fourth quair2904 with the local authorities in Germany oa fitope of
work to be carried out and as a result the lev@ro¥ision required has been reviewed and adjustedrdingly. In
addition a $3.2 million provision created in 20@8 & potential liability under a take or pay cootr®r raw material
for TEL has been released, as the decision to dietayeduction in manufacturing capacity has elated the expecte
liability under the contract. This release accototsl.4% of the increase in gross profit marginZ604. The
remaining increase in gross profit margin is attrélal to strong selling price management.

In Performance Chemicals, the effect of the actiars on the gross margin can be seen above. Tss grofit
margin including the impact of acquisitions remaiis¢atic at around 18.5%.
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Operating expenses

Operating expenses consist of selling, generabanainistrative expenses and research and develd@xpenses.
They increased by $24.1 million (31.9%) in 200499.7 million, $2.7 million of the increase beingedto the effect
of acquisitions.

In Fuel Specialties, operating expenses were up $42.2 million to $46.8 million. The main reasam the increase
was the impact of the weaker US dollar on the igamt sterling and euro denominated cost base.

In Octane Additives the increase in operating egpswas $4.1 million including the effect of theaker US dollar
($1.3 million). The rest is due to increased adstiative and selling costs in the UK.

In Performance Chemicals, the effect of the actiois on operating expenses can be seen frombteedhove. In th
existing business, operating income held constaidwer gross profits were balanced by savinggling, general
and administrative expense and in research andagguent spending.

There was a $7.4 million (28.9%) increase in caapmrosts. The effect of the weaker US dollar anppedominantly
UK based corporate cost base was $2.9 million.eiXternal cost of compliance with the Sarbanes-Oséxtion 404

certification process was $1.5 million. The rema@n$3.0 million of increase in the corporate cdisis item is due to
inflation and the increase of resources, predontipamthe areas of technology, finance and hunesources.

Due to the high proportion of inactive membershi@ Company’s principal defined benefit pension sah@ the UK,
the net pension credit associated with this ismeposeparately. The net pension credit was $6ll®mlower in 2004
at $2.7 million. This was mainly due to the de-ingkof the pension fund as a result of the decigioinvest in a
higher proportion of bonds rather than equities.

The increase of $5.5 million to $10.1 million irpoeted research and development expense is maielyadthe
reclassification of the cost of the UK Fuel Tectugyl Centre to research and development cost frdlimggeneral
and administrative expense in 2003.

Restructuring costs

A charge of $8.3 million was recognized in 2004tedl to restructuring activities, compared to aghaf $14.9
million in 2003.

The major elements of this charge were:
+ $3.2 million expense for discretionary demolitionreflundant facilities at Ellesmere Pc

* $2.0 million in relation to the programme to strdéiamproduction capacity and site support costs tha
commenced in 200:
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* $1.5 million relating to the severance of certainiseUK employees
» $1.4 million related to restructuring the back ddfigperations of the European Petroleum Speciditismess
» $0.2 million related to severance in the French @etadditives sales office

Amortization of intangible assets

An $11.2 million charge was recognized in 2004eillation to the amortization of intangible assetisTvas $0.8
million higher than the charge for 2003. In the IFBigecialties business, a charge of $0.6 millios veeognized
relating to the amortization of certain intangibksets identified on acquisition of the remainifgeSof Octel Starreo
LLC in July 2004.

A charge of $10.3 million was recognized in theddet Additives business due to the amortizatiomdhtangible
asset arising from the permanent source intermtayments to Veritel, which is being amortizedaostraight line
basis over the six years ending December 31, 2007.

In the Performance Chemicals business, a char§@.8fmillion was recognized in relation to the dsdion of certair
intangible assets identified during the fair vadxercise that was undertaken on acquisition of AFC.

Operating income by business

Fuel Specialties operating income was $0.7 mil{i®3%) below 2003 at $20.8 million. Although sadewl gross
profits were both boosted by the effect of the veedkS dollar, operating expenses outweighed tmefiteand
reduced operating income. In addition the effe€th® fair value inventory charge and the chargeafoortization of
intangible assets in Octel Starreon LLC furthemusd operating income by $1.1 million. This waseffby a $1.0
million increase in the operating income from awiatgas due to higher gross margins.

Octane Additives operating income was $5.5 milli51©%) below 2003 at $104.4 million. The one-ofteses
mentioned above broadly offset the volume effe¢heflower sales. However, the higher operatingegps incurred
were the main reason for the reduced operatingneco

In Performance Chemicals, operating income wasyug2tb million on 2003 to a profit of $0.2 millioithe effect of
the acquisitions is the most significant reasonirfgrrovement and is shown in the table above.

Impairment of Octane Additives business goodwill

The Company has recognized a charge of $40.7 miiiothe impairment of Octane Additives businegsdyvill in
2004. There was no charge in 2003, as a revieWweodliscounted future cash flows indicated thatdlvesre sufficient
to support the value of Octane Additives businessdwill at that date. The Company has tested Ochaluitives
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business goodwill at the end of each quarter irt20@ has recognized a charge in each quartercfidrge in the firs
guarter was relatively small as the surplus distedicash flow that existed at the end of 2003 waa@sted.

Loss on disposals and discontinued operations

The Company has recognized a total charge of $h8lidn in respect of the disposal of certain nore businesses
the Fuel Specialties business, manufacturing amer @tssets of Bycosin AB (a wholly owned Swedidbsgliary, now
known as Octel Sweden AB), and the right to supyplg distribute certain power products in certaioggaphic
regions for a net consideration of $2.9 million.t@§ total charge, $8.5 million represents a woitieof goodwill. The
share of goodwill written off represents the prdjor of the disposed business relative to thevalue of the
integrated Petroleum Specialties business outsitteedJSA. The Bycosin Mexico subsidiaries wergpdsed of in
their entirety and there is no ongoing involvemeith that business and so the loss associatedtatidisposal, alor
with the operating income for the year to the dditdisposal, has been included in discontinuedatpers. The net
loss on disposal of the Bycosin Mexico subsidiawas $3.9 million.

The remaining $9.1 million of the loss on dispasfahe Bycosin assets has been included in opgratcome in the
loss on disposals line item as the business cagitmsource product from Bycosin in Sweden to sttghe power
and marine markets. Also included in the loss @pakals line item is a $4.7 million profit arisiag the disposal of
the Paris office of Octel France that was no lonigquired following the integration of this busisesgith Gamlen
France.

Interest expense and interest income

Interest expense was $6.4 million compared to $afllén in 2003. The main reasons for this were significantly
lower level of average net debt during 2004 whangared to 2003 and the significantly lower interasts payable
following the refinancing of the Company’s finarfegility completed in January 2004. The 2003 intéBxpense also
included a charge of $1.9 million, relating to #iraortization of deferred finance costs incurrecaoanging the
previous finance facility that were written offtime fourth quarter of 2003, prior to the completadrihe new facility

in January 2004. Interest income was $0.3 milligghér than in 2003 due to the higher average lefredsh on
deposit during 2004.

Other expense (net)

Other expense was a charge of $2.1 million, dowmfa charge of $4.2 million in 2003. A lower lewélforeign
exchange charge (down by $3.2 million) was the maa@son for this reduction.

Minority interest

The charge for minority interest in 2004 was $2ilion, down from $4.3 million in 2003 due to theghase of the
remaining 50% of Octel Starreon LLC in July 200heTesults of Octel Starreon had previously beéy fu
consolidated with a corresponding charge to mipaniterest.
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Income taxes

The charge for income tax was $20.1 million at fiective rate of tax of 62.8%, up from 30.0% in 300’he main
reasons for the increase in the effective rat¢reeon taxable effect of Octane Additives busirgessiwill
impairment, certain costs associated with the diapof the Bycosin Mexico subsidiaries and othecd®yn assets and
foreign exchange movements. There was a reled®® @fmillion of certain precautionary tax reserfakwing a
review of the tax expenses faced by the Company,ji@so longer considered probable that thesg#ganents will b
made.

Share of affiliated company earnings

The $1.0 million charge in 2004 related to the dégd of the Company’s 49% stake in Joss HoldinggB)s) in the
first quarter of 2004. The Company sold its stakéhe majority shareholders. Joss had sold TELGgettain territorie
but this function will now be undertaken by anotkebsidiary of the Company as the distribution agrent with Joss
expired at the end of 2003 and was not reneweds& of $1.0 million was recognized on disposahefCompany’s
investment in Joss, of which $0.6 million relatedattax charge in the holding company that heldrthestment.

Discontinued operations

The charge of $4.7 million in 2004 relates to tiepdsal of the Bycosin Mexico subsidiaries and apieg losses of
Octel Performance Chemicals Inc. and Gamlen Wastee reatment.

LIQUIDITY AND FINANCIAL CONDITION

Net cash provided by operating activities for tearyended December 31, 2005 was an inflow of $48IBn
compared with an inflow of $62.4 million in 2004etNncome was lower by $129.9 million mainly agault of the
non-cash Octane Additives impairment charge of $1L&4llion compared to $40.7 million in 2004, thigter
restructuring costs of $31.3 million compared ta338illion in 2004 and the $27.1 million decline$BU operating
income including corporate costs. Net interest agpavas higher by $2.0 million but the income tharge was $15.9
million lower. Large tax payments in the year relgtto tax charges from prior periods and the lawrent charge for
taxation resulted in a significant reduction in #uerual for income taxes and other liabilitie$a.5 million
compared to a $11.4 million increase in this addrua004. Of the $1.2 million decrease in workicapital $15.5
million is due to a decrease of accounts receivaliies was mainly due to the timing of year engsients and
payments in the Octane Additives business. Invgritareased by $20.3 million. Of this $4.5 millioglates to a buil
up of TEL inventory in 2005. This was partly duehe deliberate build up of inventory in order tz@lerate the
downturn in the production volume of TEL. Invent@igo increased in support of sales growth in el Bpecialties
business (by $11.5 million). There has been areas®d cash flow of $6.0 million due to increasescitounts payab
and accruals since December 31, 2004. The $10li@mieduction in the pension prepayment is madhlg to the
curtailment charge of $12.5 million
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relating to higher liabilities arising from resttudng that has not yet had a cash effect througllihg of the defined
benefit plan. The high levels of restructuring engeerecognized to date has resulted in an incredke plant closure
provision of $2.1 million.

The $22.3 million outflow on business combinatiomsinly represents the outlay, net of cash, acquogulirchase
Finetex ($21.2 million). There was a $1.1 milliomtftow as the Company increased its stake in ories @ther
unconsolidated investments. In 2004 there was &23%80lion outflow. This was due to the $43.8 nahi cash outlay
to acquire the 50% share in Octel Starreon LLC ipresty held by Starreon Corporation LLC, the $3@iflion cash
outlay to acquire Aroma & Fine Chemicals LimitedH@), the $5.2 million outlay net of cash to acquioatrol of
Leuna Polymer GmbH, $2.6 million outflow to acquir@0% shareholding in Deurex Microtechnologies GBmb
sundry investments in associates of $1.8 milli@s B4.2 million received from the sale of our 49fgiiest in Joss
Holdings BV and $0.2 million net outflow from they@sin disposal.

The loss of Venezuela as a major Octane Additivssomner in the second quarter of 2005 requirecCthapany to
review its current and projected operational fl@iypand liquidity. The Company therefore initigteliscussions with
its senior lenders in the third quarter. As a resiithose discussions the Company has agreeeitims of a new three
and one half year financing facility more approf#ito the Company’s needs. The new facility corstaertain
financial ratio covenants, specifically a rationaft debt to EBITDA (a non-US GAAP measure thatesents
liquidity), a ratio of net interest expense to EBIfanother non-US GAAP measure) and a ratio obpetating cash
flow pre finance costs to scheduled debt amortmatind interest costs. EBITDA and EBITA are definethe facility
agreement. The new financing facility also requaéok forward” test to be applied while the catif net debt to
EBITDA exceeds 2.0. This “look forward” test wag applicable to the Company during 2005 due to satib not
being exceeded.

As of December 31, 2005, the Company had $140loomibf debt outstanding under its new senior dréadiility
agreement and was in compliance with all financtalenants therein as of December 31, 2005.

The issue of Treasury stock to holders of optiohs whose to exercise their options has raisedillidn in 2005.
$2.5 million was spent in 2005 on the repurchask46£862 shares at an average price of $16.99.

The $30.0 million repayment due on our former téwen was made on January 30, 2005. On the samé&%5iate
million of the former revolving credit facility wadrawn down. The net $21.0 million drawdown wasdugefinance
the acquisition of the shares of Finetex, Inc.,fghaperties which this business uses and the adeddiees. In January
2004, $97.5 million of the previous borrowing fégilhad been repaid and $100.0 million of the nendwing

facility drawn down.

In December, 2005 the Company drew down the new kean of $100.0 million and $40.0 million of thewn
revolving credit facility.
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The debt profile as at December 31, 2005, includiegprincipal facility and other group debt, i get below:

(in millions)
2006 $ 14t
2007 15.1
2008 20.C
2009 95.C
$144.¢
Current portion of lon-term debi (14.5)
Long-term debt, net of current portic $130.1

On April 1, 2005 the Company paid a dividend ofhts per share to shareholders under the semi-gomaggam
announced in 2002. On September 30, 2005 the Congaad a further dividend of 7 cents per share.

The Company expects to fund its operations fronraipey cash flows and its existing financing fagilover the next
twelve months.

CRITICAL ACCOUNTING ESTIMATES

The policies and estimates that the Company corssttie most critical in terms of subjectivity andigment of
assessment are those related to environmentditledyithe identification of and the impairmentggodwill and
intangible assets, pension accounting, restruguwsts and the marketing agreements with Ethy. &dverse
variance between actual results and future praestin these areas may impact on results of opesaéind financial
condition.

Environmental liabilities

The Company records environmental liabilities whegy are probable and costs can be estimated raalgon
Remediation provisions at December 31, 2005 amdunt&23.2 million and relate principally to outes in the UK,
France and Germany. The Company has to anticipatprogram of work required and the associateddutasts, an
has to comply with environmental legislation in tieéevant countries. The Company views the cost&oating our
main UK site as a contingent liability because ¢hiemo present intention to exit the site. The @any has further
determined that, due to the uncertain productlif®ctane Additives, particularly in the market &iation gas, there
exists such uncertainty as to the timing of su@dhdlbws that it is not possible to estimate thiésss sufficiently
reliably to recognize a provision.

Goodwill

The Company adopted FAS 14250bodwill and Other Intangible Asséteffective January 1, 2002. This requires that
goodwill should no longer be amortized, but subjecn annual impairment review, or between ydaggents occur
or circumstances change which suggest that an impat may have occurred.
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The Company elected to perform its annual testespect of Fuel Specialties and Performance Chésrgomdwill as
of December 31 each year. In reviewing for any immpant charge the fair value of the reporting unitslerlying the
segments is estimated using an after tax cashrfletihodology based on management’s best estimatiestdime.

During 2002 and 2003, the goodwill impairment festthe Octane Additives business was performedialiynat
December 31. Both these reviews showed that thedhie of the reporting unit based on after tashcdows at the
Company’s weighted average cost of capital excedtedarrying value of Octane Additives assets andordingly,
no indicator of impairment existed and step 2 ef#AS 142 impairment test was not performed.

In light of the continuing decline in the Octaneditdres market globally, as the Company makes sal€xctane
Additives in each quarter, the remaining salesa@mdesponding cash flows that can be derived fizenQctane
Additives business are reduced, and accordinglydineralue of the Octane Additives reporting usiteduced. Based
on the Company'’s detailed forecast model, assumptd December 31, 2003 indicated that the reduatiforecast
future cash flows during 2004 would reduce the Vaiue of the reporting unit below the carryingueabf Octane
Additives assets and, accordingly, there was likelge a significant goodwill impairment chargeidgrthe year
ended December 31, 2004. As a result the Compaeynd@ed that quarterly impairment reviews be prented from
January 1, 2004 and any impairment charge arisengtognized in the relevant quarter.

The value of the remaining cash flows from the @etAdditives business is calculated at any reviate thy referenc
to the best available estimates for future revengiess margins, selling and administrative costeall as the fixed
and working capital requirements of the businesg. fEsulting cash flows are then discounted antbtiaédiscounted
cash flows of the Octane Additives business are #llecated to the fair value of the Octane Ad@it\business unit at
that date. The Company uses this information tovdem implied goodwill value which is then compte the
carrying value to determine what impairment is reed

Using this methodology and the assumptions undeglihe detailed forecast model, the Company bediévat it is
possible to predict the pattern of likely futurep@irment charges of Octane Additives business gdlbodwis method
reflects the relatively unique nature of the OctAdditives business.

As a result of the reviews performed during 20@binapairment charge of $134.4 million was recogdizethe year
and the Company expects to incur charges in subségears as the Octane Additives market contitmdecline.

Goodwill of $32.4 million associated with salesT&L for aviation gasoline was transferred to thelFgpecialties
business. There is $61.5 million of goodwill refgtito the Octane Additives business.

Intangible Assets

At December 31, 2005, the Company performed itsiahimpairment review for goodwill for Fuel Speties and
Performance Chemicals and believes that there éws o
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impairment of goodwill in respect of those repagtsegments. Goodwill of $3.6 million was createdtmmacquisition
of Finetex in 2005.

In 2005, as part of the fair value accounting f& &cquisitions the Company identified certainngtble assets in
Finetex. An intangible asset of $4.2 million wasagnized in Finetex in respect of a number of ongaiustomer
relationships in that company. A further intangibteset of $2.9 million was recognized in respecteofain patents
held by that company. These assets will be amartzer their estimated economic life of thirteeangeand ten years
respectively. A charge of $0.6 million was recoguiin respect of the amortization of these asae2605.

Pensions

The Company accounts for pensions in accordandet 87 and provides associated disclosures iordance wit|
FAS 132. The Company also recognized a charge2b$illion in respect of a curtailment event ir03dn
accordance with FAS 88. The prepaid pension castigrial to our balance sheet, the net prepaybeng $113.0
million at December 31, 2005. The underlying plaset value and projected benefit obligation werE$7 million
and $725.2 million, respectively, at the end of 20@ovements in the underlying plan asset valuepogbcted
benefit obligation are dependent on actual retrmwestments and pay awards, as well as our aggeum@s to
future trends in these areas. The continuatioh@prepayment depends on the fair value of the gdants exceeding
the accumulated benefit obligation. This surpluthatmeasurement date, October 5, 2005, was $1iBidnmin the
event of a deficit, a liability would be createduagto the sum of the prepayment and the defiod, the related char¢
would be reported in accumulated other comprehernasome. The Comparnyindependent advisors carried out a
actuarial valuation of the pension plan during 2808 updated this during 2004 and 2005. The rebaits been
reflected in these financial statements. The Compalh continue to monitor the status of the plamaquarterly
basis. A full actuarial valuation is being carrmat as at December 31, 2005 and the results gfuttisn available,
will be reflected in the Company’s financial staets. The discount rate used represents the asedalield on
medium and longer term AA rated corporate bondbénUK. A 0.25% reduction in the discount rate vaoicrease
the Projected Benefit Obligation by around $27 imnilland increase the net periodic pension cos2066 by $1.5
million.

Restructuring costs

The Company embarked upon a restructuring progtaimgl 2003 at the UK TEL manufacturing site. Thigsw
accounted for under FAS 146 as it was initiatedrafanuary 1, 2003. The scheme had a statutoryeateand an
incentive element for agreeing to voluntary seveeai he severance terms were also more generaqustttatory
terms. The statutory minimum element was recognatdle date at which the individual agreed to ntduy
redundancy. The amount of total severance costdass of statutory requirements is being recognizsed the
remaining service life of those who agreed to leg\dates beyond their contractual notice periodh&rge of $1.7
million related to this program was recognized in
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2004 and a further charge of $1.0 million was redzgd in 2005. Other cash restructuring costs amegorecognized
as expended.

Sales and marketing agreement

The Company has entered into a number of salesanketing agreements with the Ethyl CorporatiornyBtfor the
sale of TEL in all areas of the world except Noktherica and the European Economic Area through Déee 31,
2009. Under these agreements we produce the TEhlIandhrketing and sales effort is in the Innospame. Ethyl
provides bulk distribution, marketing and othengeses. The net proceeds are paid to Ethyl and meosn an agreed
formula, with Innospec receiving 68% of the todles and expenses incurred under the agreemanthuded
within the Company’s income statement. Ethyl’s shafrthe net proceeds for services is charged nvitbst of goods
sold. The majority of net proceeds are calculatetisettied on a monthly basis, but there is an ehtmeceivable by
the Company from Ethyl which is computed annuailgirears. In prior years the amounts involved wnete
significant, but because of increases in the vafubis retrospective element we decided effeciaeuary 1, 2002,
that it was more appropriate to recognize a prudeatual during the year, based on best currematss of the
expected outcome.

Management’s Discussion and Analysis of Financ@dition and Results of Operations discusses Irewsp
consolidated financial statements, which have Ipeepared in accordance with accounting principksegally
accepted in the United States of America. The pedjma of these financial statements requires mamagt to make
estimates and assumptions that affect the repartedints of assets and liabilities and the discisiicontingent
assets and liabilities at the date of the finanstialements and the reported amounts of revenaesx@enses during
the reporting period. On an on-going basis, manage®valuates its estimates and judgments, inajuitiose related
to environmental remediation, impairment of gootlaid intangible assets, pension accounting, retsirng costs
and marketing agreements with Ethyl. Managemerdds estimates and judgments on historical egpee and on
various other factors that are believed to be masle under the circumstances, the results of wioich the basis for
making judgments about the carrying values of asmed liabilities that are not readily apparentrfrather sources.
Actual results may differ from these estimates umliféerent assumptions or conditions. Note 1 ® financial
Statements includes a summary of the significanb@ating policies and methods used in the preparat the
Financial Statements.

The policies and estimates that the Company corssttle most critical in terms of complexity and jgghivity of
assessment are those related to environmentditlehiimpairment of goodwill and intangible assgiension
accounting, restructuring costs and our marketgrgements with Ethyl Corporation. Any adverse vare@abetween
actual results and the Compasgrojections in these areas may impact on restitiperations and financial conditic
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Contractual Commitments

The following represents contractual commitmentSetember 31, 2005 and the effect of those obbgaton future
cash flows:-

Less than : Over 5
1to3 4t05

(in millions) Total year years years years
Long-term debi $140.C $ 10.C $35C $95.C $—
Settlement of Loan Note 4.2 4.2 — — —
Remediation paymen 23.2 3.2 6.5 3.C 10.4
Severance paymer 7.8 6.7 1.1 — —
Unconditional purchase obligatio 2.3 1.€ 0.4 — —
Capital commitment 2.€ 2.€ — — —
Operating lease commitmer 2.7 1.4 1.C 0.2 —
Interest payments on de 31.¢ 9.1 17.€ 4.8 —
Planned funding of pension obligatic 15.5 3.1 6.2 6.2 —
Total $230.z $ 424 $68.1 $109.. $10.4

The Company issued £2.5 million of Loan Notes io &qual tranches on acquisition of AFC. These Lidates
mature in 2006.

Remediation payments represent those cashflowsht@&ompany is currently obligated to pay in resé current
and former facilities. It does not include any dimnary remediation costs that the Company mawsé to incur.

Unconditional purchase obligations relate to cartaiv material take or pay contracts which haventesgered into by
the Company.

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

Operating lease commitments relate primarily ticefépace, motor vehicles and items of office eapaipt which are
expected to be renewed and replaced in the norooase of business.

The Company is subject to interest at variablesratecertain elements of its long term debt. Thienased payments
included in the table above assume a constant I&ihterest rate of 5-5.5% on the main credit ityciEstimated
commitment fees are also included and interestecis excluded.

The amounts related to the pension scheme rethetikely levels of Company funding of the UK defd benefit
pensions scheme and certain pension commitmesenior employees. It is not meaningful to predicaenount after
five years because there are so many uncertaatti®st wage rates and employment levels.
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Environmental Matters and Plant Closures

The Company is subject to environmental laws ir&the countries in which it operates. Under dgaréanvironmental
laws, the Company is responsible for the remediatichazardous substances or wastes at currenfiyraerly ownec
or operated properties.

Most of our manufacturing operations have been gotedl outside the United States and, thereforelialyity
pertaining to the investigation and remediatiocaitaminated properties is likely to be determinader nondS law.

We evaluate costs for remediation, decontaminati@hdemolition projects on a regular basis. Fudgion of $23.2
million is made for those costs to which we are gotted under environmental laws. Expenditure aggnsvisions
was $2.2 million, $2.0 million and $3.7 million the years 2005, 2004 and 2003, respectively.

We have also incurred personnel severance costaiiion to the management of the decline in the tarket and
the restructuring of the Fuel Specialties busin€stal severance expenditure was $9.7 million, $6ilGon, $8.2
million in the years 2005, 2004 and 2003, respebtivProvision is made for severance costs undecdmditions of
FAS 146 and FAS 112. The provision at DecembefB8@5 was $7.8 million. Severance charges recogriztte
income statement in 2005 relating to the restrirguorogram were $11.8 million. The Company expétas a furthe
$0.1 million will be recognized in 2006 in respe€turrent severance programs under FAS 146.

Inflation

Inflation has not been a significant factor for @@mpany over the last several years. Manageméet/bs that
inflation will continue to be moderate over the nggveral years.

Cautionary Statement for Safe Harbor Purposes

Certain written and oral statements made by our &y and subsidiaries or with the approval of ahanzed
executive officer of our Company, including statemsemade in the Management’s Discussion and Argbyfsi
Financial Condition and Results of Operations seehere in this report and in other filings witle tBecurities and
Exchange Commission, may constitute “forward-logkstatements” as defined in the Private Secuiiigggation
Reform Act of 1995. Forward-looking statementsu@ all statements which address operating perfocenaevents
or developments that we expect or anticipate veiiuz in the future. Although such statements alieved by
management to be reasonable when made, cautiotddieexercised not to place undue reliance ondaiviooking
statements, which are subject to certain risksedamties and assumptions. If the risks or unadies ever
materialize or the assumptions prove incorrecyaaesults may differ materially from those exgezsor implied by
such forward-looking statements and assumptiorsksRassumptions and uncertainties include, withoutiation,
changes in the terms of trading with
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significant customers or gain or loss thereof dfiects of changing government regulations and ecocand market
conditions, competition and changes in demand adtbss and legal risks inherent in non-U.S. dsjiincluding
political and economic uncertainty, import and expionitations and market risks related to chanigasterest rates
and foreign exchange rates, government investiggitimaterial fines or other penalties resultingrnfithe Company’s
voluntary disclosure to the Office of Foreign Ass€obntrol of the U.S. Department of the Treasuwy ather risks,
uncertainties and assumptions identified in the @amy’s Annual Report on Form 10-K for the year ehde
December 31, 2005 and those identified in the Catyigaother reports filed with the Securities andcBEange
Commission. The Company undertakes no obligatiguutbicly update or revise any forward-looking staents,
whether as a result of new information, future ésem otherwise.

ltem 7A Quantitative and Qualitative Disclosure About Market Risk

The Company operates manufacturing and blendintities; offices and laboratories around the wotlthugh the
largest manufacturing facility is located in the UKhe Company sells a range of Fuel SpecialtiespPeance
Chemicals and Octane Additives to customers ardlimavorld. The Company uses floating rate debinanfce these
global operations. Consequently, the Company igestlo business risks inherent in non-US actisjtiacluding
political and economic uncertainty, import and expionitations, and market risk related to chanmemterest rates
and foreign exchange rates. The political and esonoisks are mitigated by the stability of the nties in which the
Company’s largest operations are located. Craditdj ongoing credit evaluation and account momtpprocedures
are used to minimize bad debt risk. Collateralasgenerally required.

The Company uses derivatives, including interdst savaps and foreign currency forward exchangeractst in the
normal course of business to manage market rigies d€rivatives used in hedging activities are amred risk
management tools and are not used for trading pegdn addition, the Company enters into derieatistruments
with a diversified group of major financial instiilmns in order to monitor the exposure to non-penfance of such
instruments. The Company’s objective in managirgpsure to changes in interest rates is to limitgact of such
changes on earnings and cash flow and to lowemrdJu®rrowing costs. The Company’s objective in aging the
exposure to changes in foreign exchange ratesreltgce volatility on earnings and cash flow asaed with such
changes.

Interest rate risk

The Company uses interest swaps to manage intatestxposure. As of December 31, 2005 the Compadycash
and cash equivalents of $ 73.2 million with no bamkrdraft. As of December 31, 2005 long-term dbod at

$ 144.6 million including a current component daf45 million. The Company entered into new intessgap
agreements in 2005 that cover $50.0 million of&th60.0 million term debt. On the basis that $50illon of the
$100.0 million senior term loan is hedged againtdrest movements and that the Company would redeigrest on
the positive cash balances, then unhedged deltf sash balances was $16.8 million. Thus a hypimtleabsolute
change of 1% in interest rates on the net amoutitese balances for a one-year period would redaetacome and
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cash flows by around $0.2 million before tax. Ograss basis, assuming no additional interest oedBh balances, a
1% increase in US LIBOR interest rates would rechetdncome and cash flows by approximately $0.Manibefore
tax.

The above does not consider the effect of inteneskchange rate changes on overall activity, n@amagement action
to mitigate such changes.

Exchange rate risk

Approximately 50% of the Company’s forecast satg<2006 are denominated in US dollars with the roamainly
comprising euros (over 40%) and sterling (aroung)L(rhe reporting currency of the Company is theddfar. The
company evaluates the functional currency of eapbnting unit according to the economic environmenthich it
operates. Several major subsidiaries of the comppayating outside of the US have the US dollahas functional
currency because of the nature of the markets inhwthey operate.

In the Fuel Specialties business more than 50%retast sales are denominated in dollars and rhare45% in
euros. The Fuel Specialties is reasonably well bddgainst a 5% increase in the US dollar agaies¢tiro but
expenses in sterling exceed gross profit. Forrdrason such a shift in exchange rates, while reduwet sales by
around $6.0 million would increase operating incdmjeround $1.0 million for this business.

The Octane Additives market is predominantly a @fad market, although sales to certain territodes transacted |
euros. TEL raw materials are purchased in a mixfitgS dollars, sterling and euros but when the/Etbmpensatio
payments are taken into account, over 110% of gra## is denominated in US dollars with unmatclesgenses in
sterling. Selling, administrative and general exggsnare generally in the currency of the legatyenitith the majority
being denominated in sterling. A 5% increase inllsedollar against both sterling and the euro weesdlt in
additional operating income of $1.0 million, dueintato the lower burden of the sterling denomiiktest of goods
sold and operating expenses.

In the Performance Chemicals business approxim&@ly of forecast sales are denominated in eurdb,the
remainder split between US dollars (around 17%)steding (around 30%). Due mainly to the largerapag profits
denominated in euros, a 5% increase in the USrdadjainst both sterling and the euro would redysrating profit
by approximately $0.5 million.

Corporate costs are largely denominated in sterhng% increase in the US dollar against both tn® e@nd sterling
would increase reported operating income by apprately $1.0 million.

In all cases where a 5% increase of the US do#lardeen used as an illustration, a 5% decreasealWweutxpected to
have the opposite effect on operating income.

Future outlook

The future outlook reflects the dichotomy betwesn growing Fuel Specialties and Performance Chdsieesinesse
and the declining Octane Additives business.
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The Fuel Specialties business grew significantl2001 through acquisitions. The purchase of theaneimg 50% of
Octel Starreon in 2004 gave the Company controf theestrategy for growth in the key US fuel adeii market,
particularly in the field of additives for the grow diesel market. The business grew organicall2®36 in 2005. The
business will continue to pursue organic growtb%fto 10% in its three key regions, Europe, Mideest and Africa
(EMEA), USA and Asia Pacific. The Company has tak®ps to restructure its back office and suppoetations to
support this growth.

In the last three years, Octane Additives saleg ldaelined from 56% to 34% of the Company totadl @ésshare of
gross profit has fallen from 66% to 49%. We exgectane Additives to continue to decline in impodam the
overall Company results.

The TEL market has been in decline since the 1%#tisthis trend is expected to continue. Giverutheertainties in
the Asian, African and South American markets, donarket decline in 2006 is likely to be at thethend of the
50% to 60% range. Cost control initiatives andduogion in manufacturing capacity have delivereddsis in the
current year, and the Company will continue to ngeneosts in this area. We expect the Octane Additbusiness to
continue to be cash generative.

The Performance Chemicals business grew substsuiiiahcquisition in 2005. The full year impacttbgse
acquisitions on operating income has now been ige2005. In accordance with the Compangtrategy of reinvestir
the cash flows from the Octane Additives into gtowpportunities in its other businesses, the Compampleted th:
acquisition of Finetex, Inc. in January 2005. Tlwer(any is building strategic positions in the paeeare and
aroma markets and also in the field of waxes. Toe@any also has a toll manufacturing base in tha.l@&@owth in
sales in this business segment is expected todoa@dmpproximately 10% per year. The businessseék a step
change in operating margins in 2006 as it addrabselsalance between raw material and energy aostselling
prices and addresses certain production bottlenecks

Following our adoption of FAS 142 in 2002, the aalremortization charge on goodwill has been repldnyean
impairment review process. The continued declinthéOctane Additives market will inevitably resumtmpairment
charges in future years. Our latest review hasaledea need to recognize further impairment chaigedctane
Additives business goodwill impairment in each pénintil the Octane Additives business cash flovesexhausted.
An annual impairment review of the goodwill rel@tito the Fuel Specialties and Performance Chemizadmess
segments indicates that there is no requiremengicimgnize an impairment charge in respect of thadwill.
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Item 8 Financial Statements and Supplementary Dat
Report of Independent Registered Public Accourfingn
To the Board of Directors and Shareholders of Inngsec Inc.:

We have completed integrated audits of Innospe¢si2005 and 2004 consolidated financial statemandsof its
internal control over financial reporting as of [Baeter 31, 2005, and an audit of its 2003 cons@dlahancial
statements in accordance with the standards d?alic Company Accounting Oversight Board (Unitedt&s). Our
opinions, based on our audits, are presented below.

Consolidated financial statements

In our opinion, the consolidated balance sheetdlamdelated consolidated statements of incomecantgprehensive
income, of shareholders’ equity and of cash flovesent fairly, in all material respects, the finahposition of
Innospec Inc. and its subsidiaries at Decembe2@05 and 2004, and the results of their operatmatstheir cash
flows for each of the three years in the periodeenDecember 31, 2005 in conformity with accounpngciples
generally accepted in the United States of Amefit@se financial statements are the responsilfitie Company’s
management. Our responsibility is to express aniopion these financial statements based on outsai/de
conducted our audits of these statements in acooedaith the standards of the Public Company Actingn
Oversight Board (United States). Those standagisnethat we plan and perform the audit to obtaasonable
assurance about whether the financial statemeatisess of material misstatement. An audit of finahstatements
includes examining, on a test basis, evidence stipgadhe amounts and disclosures in the finarsi@lements,
assessing the accounting principles used and gignifestimates made by management, and evaluagngverall
financial statement presentation. We believe thatandits provide a reasonable basis for our opinio

Internal control over financial reporting

Also, in our opinion, management’s assessmentydad in Management’s Report on Internal Controlr@reancial
Reporting appearing under Item 9A, that the Compuaaintained effective internal control over finaalgieporting as
of December 31, 2005 based on criteria establishedernal Control — Integrated Frameworgsued by the
Committee of Sponsoring Organizations of the Tred®ommission (COSO), is fairly stated, in all netlerespects
based on those criteria. Furthermore, in our opinike Company maintained, in all material respeftective
internal control over financial reporting as of [@atber 31, 2005, based on criteria establishéat@mnal Control —
Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective
internal control over financial reporting and ftg assessment of the effectiveness of internatalooter financial
reporting. Our responsibility is to express opisi@m management’s assessment and on the effeds/ehthe
Companys internal control over financial reporting basedooir audit. We conducted our audit of internaltoarover
financial reporting in
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accordance with the standards of the Public Compaepunting Oversight Board (United States). Thetsedards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over
financial reporting was maintained in all materedpects. An audit of internal control over finahceporting include
obtaining an understanding of internal control dugaincial reporting, evaluating management’s assesit, testing
and evaluating the design and operating effects®oé internal control, and performing such othrecpdures as we
consider necessary in the circumstances. We beleseur audit provides a reasonable basis foopimons.

A company’s internal control over financial repogiis a process designed to provide reasonablesassuregarding
the reliability of financial reporting and the pexption of financial statements for external pugsois accordance wi
generally accepted accounting principles. A comjsimgernal control over financial reporting inckeglthose policies
and procedures that (i) pertain to the maintenahcecords that, in reasonable detail, accurated/fairly reflect the
transactions and dispositions of the assets afdhgany; (ii) provide reasonable assurance thasaetions are
recorded as necessary to permit preparation afi¢iahstatements in accordance with generally aede@ccounting
principles, and that receipts and expenditures@tbmpany are being made only in accordance witoazations of
management and directors of the company; andp(iiyide reasonable assurance regarding preventibmely
detection of unauthorized acquisition, use, or akgipn of the company’s assets that could havanal effect on
the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détmisstatements.
Also, projections of any evaluation of effectivesiés future periods are subject to the risk thatrmds may become
inadequate because of changes in conditions, bthtbalegree of compliance with the policies orcpdures may
deteriorate.

As described in Management’s Report on Internalt@b®ver Financial Reporting, management has ebatlu
Finetex Inc. from its assessment of internal cdrver financial reporting as of December 31, 20@6ause it was
acquired by the Company in a purchase businessinatidn during 2005. We have also excluded Finéatexfrom
our audit of internal control over financial repog. Finetex Inc. is a wholly-owned subsidiary wédstal assets and
total revenues represent 3.2% and 3.3%, respegtiviethe related consolidated financial staten@@nounts as of and
for the year ended December 31, 2005.

PricewaterhouseCoopers LLP
London, United Kingdom
March 16, 2006
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CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share data)

Years ended December 3

2005 2004 2003
Net sales (Note ¢ $ 527.7 $ 468.] $ 443.]
Cost of goods sol (338.9) (262.)) (244.7)
Gross profit (Note 3 189.t 206.( 198.¢
Operating expense
Selling, general and administrati (97.€) (89.6) (71.0)
Research and developme (11.2) (10.]) (4.6
Restructuring charg (31.9) (8.9 (14.9)
Amortization of intangible asse (12.7) (11.2) (10.9)
Impairment of Octane Additives business goodwilb{&9) (134.9) (40.7) —
Loss on disposal (Note 2 — (4.9) —

(2870 (1649  (100.9

Operating (loss) / income (Note (97.7) 41.7 97.¢
Interest expens (9.5) (6.4) (12.¢)
Interest incom 1.€ 0.8 0.t
Other expense (ne (12.€) (2.7) (4.2
(Loss) / income before income taxes and minoritgrigst (117.9 34.C 81.€
Minority interest (0.2) (2.0) 4.9
(Loss) / income before income taxes (Nott (118.)) 32.C 77.2
Income taxes (Note ° (4.2) (20.]) (23.2)

(Loss) / income before share of affiliated compaagnings from continuin
operations (122.9) 11.¢€ 54.1
Share of affiliated company earnir — (1.0) 0.€
Discontinued operations, net of tax (Note (1.4) (4.7) (3.7
Cumulative effect of change in accounting poliogt of tax (Note 23 — — 0.t
Net (loss) / incom: $(123.7) $ 6.2 $ b51.
Basic (loss) / earnings per share (Not: $(10.00 $ 0.5¢C $ 4.3¢
Diluted (loss) / earnings per sh: $(10.00 $ 0.4¢ $ 4.1:
Weighted average shares outstanding (in thous~ basic 12,36¢ 12,34¢ 11,92¢
—diluted 12,36¢ 12,98¢ 12,55«

The accompanying notes are an integral part obteegements.
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CONSOLIDATED BALANCE SHEETS
(in millions, except per share data)

Assets

Current assel
Cash and cash equivalel
Restricted cash (Note 2
Accounts receivable (less allowance of $2.2 an@,$4spectively
Inventories
Finished good
Work in progres:
Raw material:

Prepaid expenst

Total current asse

Restricted cash (Note 2

Property, plant and equipment (Note
Gooduwill (Note 9)

Intangible assets (Note 1

Deferred finance costs (Note 1
Prepaid pension cost (Note

Other assets (Note 2

Liabilities and Stockholde’ Equity

Current liabilities
Accounts payabl
Accrued liabilities
Accrued income taxe
Current portion of plant closure provisions (No8)
Current portion of lon-term debt (Note 14
Current portion of deferred income (Note !

Total current liabilities

Plant closure provisions, net of current portiom{dN13)

Deferred income taxes (Note

Long-term debt, net of current portion (Note :

Deferred income, net of current portion (Note

Other liabilities

Minority interest

Contingencies and commitments (Note

Stockholder Equity (Note 16)

Common stock, $0.01 par value, authorized 40,0@sb@res, issued 14,777,250 sh
Additional paic-in capital

Treasury stock (2,452,249 and 2,439,737 sharessatrespectively
Retained earning

Accumulated other comprehensive inca

Total stockholdel' equity

The accompanying notes are an integral part obteegements.

At December 31

2005 2004
$ 68.C $ 33.2
4.3 —
64. 84.4
63. 50.4
21.¢ 14.
10.€ 12.C
96.E 76.¢
5.3 5.0
239.¢ 199.¢
— 4.8
67.2 71.¢
200.4 332.C
43.C 48.€
2.1 1.4
113.C 122.
9.7 9.3
$675. $ 790.€
$ 54.5 $ 49.7
59.4 62.1
— 15.4
10.1 10.C
14.F 30.2
2.0 2.0
140.F 169.2
21.C 18.€
41.¢ 44.4
130.1 94.1
2.9 4.4
24.2 13.7
0.2 0.2
0.1 0.1
276.2 276.
(32.0 (31.2)
88.4 213.
(18.9) (13.9)
314.4 445
$675. $ 790.€
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Years ended December 3

2003
2005 2004
Cash Flows from Operating Activiti¢
Net (loss) / incom $(123.9) $ 6.2 $ 51.¢
Adjustments to reconcile net (loss) / income tchga®vided by operating activitie
Depreciation and amortizatic 28.7 24 4 25.¢
Impairment of Octane Additives business good 134.4 40.7 —
Deferred income taxe (5.0 (0.9 5.C
Loss / (profit) on disposal of equipme S 4.3 0.2
Loss on disposal of busine — 13.7 2.7
Unremitted earnings of affiliated compa — — (0.9
Changes in operating assets and liabilit
Accounts receivable and prepaid exper 15.t (2.2 19.7
Inventories (20.9) (11.9) 2.2
Accounts payable and accrued liabilit 6.C 3.C (2.7
Income taxes and other current liabilit (22.5) 11.4 (11.9
Impairment in carrying value of unconsolidated istveents € — —
Plant closure provisior 2.1 (6.9 1.2
Pension prepayme 10.C (7.0 9.2
Other nol-current liabilities 11.2 (4.6) 3.2
Movement in deferred incon (2.2) — —
Net cash provided by operating activit 43.¢ 62.4 85.2
Cash Flows from Investing Activitie
Capital expenditure (8.3 (9.6) (7.8
Business combinations, net of cash acqu (22.9) (80.2) (6.0
Increase in restricted ca — (4.8 —
Proceeds on disposal of property, plant and equip — 5.2 —
Proceeds from disposal of subsidi 2.8 — —
Veritel (Note 10) — — (6.9
Other — — 1.2
Net cash used in investing activit| (27.¢) (89.9 (19.9
Cash Flows from Financing Activitie
Minority interest dividends (paid) and receiv — (0.5) 1.8
Receipt of lon-term borrowings 190.: 119.C —
Repayment of lor-term borrowings (270.0 (207.5 (51.9
Net (decrease)/increase in short term borrow — — (4.0
Payments on capital leas — 0.5 —
Refinancing costs (Note 1 (2.0 (2.7 (0.2
Dividends paic 1.7 (1.5 (0.€)
Repurchase of common stock (Note (2.5 (4.5 1.2
Issue of treasury stoc 1.4 b.5 2.8
Net cash used in financing activiti 15.F 8.3 (53.2
Effect of exchange rate changes on cash and casvaénts 41 5.6 6.8
Net change in cash and cash equival 35.¢€ (12.¢) 19.4
Cash and cash equivalents at beginning of 33.8 46.1 26.7
Cash and cash equivalents at end of $ 68.C $ 33.: $ 46.1

The accompanying notes are an integral part obteegements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(in millions)
) Accumulated
Additional Retainec Other Total
Common Treasury ) Comprehensive Stockholders’
Paid in Earnings
Stock Capital Stock Income Equity
Balance at December 31, 2C 0.1 $ 276.¢ $ (329 $ 209.1 $ (23.9) $ 430.2
Net income — — — 6.2 — 6.2
Dividend ($0.12 per shar — — — (1.5 — 1.5
Net CTA®change — — — — 9.4 9.4
Derivatives® — — — — 0.€ 0.€
Repurchase of treasury
stock — — (4.5 — — (4.5
Issue of treasury stoc — — 5.7 — — 5.7
Redemption of treasury
stock — 0.3 — — — (0.3
Balance at December 31, 2C $ 0.1 $ 276t $ (312 $ 213.¢ $ (13.9) $ 445.¢
Net loss — — — (123.9) — (123.9)
Dividend ($0.14 per shar — — — (2.7) — (2.7
Net CTA®change — — — — 4.9 (4.9
Repurchase of treasury
stock — — (2.5 — — (2.5
Issue of treasury stoc — — 1.7 — — 1.
Redemption of treasury
stock — (0.3 — — — 0.3
Balance at December 31, 2005 $ 0.1 $ 276.C $ (320 $ 88. $ (18.9) $ 314.¢
1 Cumulative Translation Adjustment
2 Unrealized exchange gains/(losses) on derivatisguments.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
Total comprehensive income for the years ended iDbee 31
2005 2004 2003
Net (loss) / income for the ye $(123.7) $ 6.2 $51.€
Changes in cumulative translation adjustn (4.9 9.4 13.C
Unrealized exchange gains/(losses) on derivatisguments — 0.€ 1.3
Total comprehensive (loss) / incoi $(128.¢) $16.2  $66.1
ACCUMULATED OTHER COMPREHENSIVE INCOME
(in millions)
At December 31 2005 2004
Cumulative translation adjustme $(18.9  $(13.5)
Unrealized gains and losses on derivat 0.1 0.1
Accumulated other comprehensive inca (18.9) (13.9

The accompanying notes are an integral part okteegements.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS
Note 1. Nature of operations

The Company is a major international manufactuner distributor of Fuel Specialties, Octane Addisiand
Performance Chemicals, operating in 21 countriesdwide. The Company’s products are sold globaltymarily to
oil refineries and other chemical and industriahpanies. Principal product lines and operating ssdsare Fuel
Specialties, Octane Additives and Performance Ctemi

On October 1, 1998, the Company entered into seddsnarketing agreements with Ethyl CorporatiomyEtto
market and sell TEL in all areas of the world exdeprth America and the European Economic Aredherperiod to
December 31, 2009. All marketing and sales effiordsle under the arrangement is made in the nanmno$pec.
Innospec continues to produce all TEL marketed utiteagreements and also provide marketing aret gtrvices.
Ethyl continues to provide bulk distribution sems¢ marketing and other services. The net proagedisr the
agreements are paid to Innospec and Ethyl as cazapen for services and are based on an agreedfapunla,
with Innospec receiving 68% of the total compermsator services provided. No separate legal eptitpint venture
has been established as a consequence of the agte&ales and expenses incurred under the agréeearernnclude
within Innospec’s income statement. These complis&venues and costs incurred directly by Innosfmgether
with costs recharged by Ethyl for distribution asber services provided under the terms of theeageaits. Ethyl’s
share of the net proceeds for services is chargiihveost of goods sold. This relationship waseexied effective
January 1, 2000 when OBOAdler entered into a smadgeement. Effective July 1, 2001 Ethyl agreepadicipate in
the Veritel agreement (see Note 10) and the scbitee@greements was extended to include the EaroBeonomic
Area.

Refer to note 3 for financial information on ther@any’s reportable segments.
Note 2. Accounting Policies

Basis of Preparation

The consolidated financial statements have beqmaped in accordance with generally accepted acowuptinciples
in the United States of America and include allssdiaries of the Company where the Company hastalbng
financial interest. All intercompany accounts amatbibces have been eliminated upon consolidation.

All acquisitions are accounted for as purchaseslamdesults of operations of the acquired busesease included in
the consolidated financial statements from the dagequisition.

The results of discontinued operations are showars¢ely in the income statement. Comparative égdior 2004 and
2003 have also been adjusted to reflect the disuged operations.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Use of Estimates

The preparation of the consolidated financial statets requires management to make estimates amahpissns that
affect the amounts reported in the consolidateahiomal statements and accompanying notes. Actsaltsecould
differ from those estimates.

Cash Equivalents

Investment securities with maturities of three rhardr less when purchased are considered to beegashalents.

Accounts Receivable

The Company records accounts receivable at netabsd value and maintains an allowance for custemet making
required payments. The Company determines the adgai the allowance by periodically evaluatingreaastomer
receivable considering our customer’s financialdibon, credit history and current economic corais.

Inventories

Inventories are stated at the lower of cost (FIF€hwod) or market price. Cost includes materialspiaand an
appropriate proportion of plant overheads.

The Company accrues volume discounts where itokghle that the required volume will be attained gre amount
can be reasonably estimated. The discounts aredextas a reduction in the cost of materials basgarojected
purchases over the period of the agreement.

Provision is made for slow-moving or obsolete ineeies as appropriate.

Property, Plant and Equipment

Property, plant and equipment are stated at cestdecumulated depreciation. Depreciation is pexalver the
estimated useful lives of the assets using thestréine method. The cost of additions and improeats is
capitalized. Maintenance and repairs are chargedpenses.

The estimated useful lives of the major classedeptreciable assets are as follows:

Buildings 7 to 25 yeat
Equipment 3to 10 yeat

Goodwill and other Intangible Assets

Goodwill and intangible assets deemed to have imitielives are no longer amortized, but are sulijeat least
annual impairment tests. Other intangible assetfirage to be amortized over their useful lives.

56



Table of Contents

NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

The measurement date for impairment testing of Bpekialties and Performance Chemicals goodwill is
December 31, annually. Octane Additives goodwiteiewed for impairment at the end of each quarter

The Company regularly reviews goodwill and the oth&angible assets for impairment based on pregepbst-tax
cash flows, discounted at the Company’s weightedtaye cost of capital. As expected the declinbenQctane
Additives market has resulted in impairment chatggaag incurred from 2005. It is highly likely thiatrther charges
will be incurred in future years as the market oargs to decline. The impairment reviews of thedyaitl relating to
the Fuel Specialties and Performance Chemicalsesses indicates that there is no requirementtgreze an
impairment charge in respect of this goodwill.

Deferred Finance Costs

The costs relating to debt financing are capitdlized separately disclosed in the balance sheetswAfinancing
arrangement was agreed on December 13, 2005. Téeatkfinance costs from the previous refinaneimge fully
amortized in 2005. The costs from those financimgragements of $2.1 million were capitalized arall@ing
amortized using the average interest method oeecexpected life of the agreement.

Impairment of LoneLived Assets

The Company reviews the carrying value of its Idimge assets, including buildings and equipmenteméver
changes in circumstances suggest that the carvgilngs may be impaired. In order to facilitate test, the Company
groups together assets at the lowest possible flervelhich cash flow information is available. Usdounted future
cash flows expected to result from the assetsargared with the carrying value of the assets atiky are lower a
impairment loss may be recognized. The amountefrtipairment loss is the difference between theviaiue and the
carrying value of the assets. Fair values are ohtexd using post-tax cash flows discounted at the@ny’s
weighted average cost of capital.

Derivative Financial Instruments

The Company uses various derivative instrumentsdiirng forward currency contracts and options andrest rate
swaps to manage certain exposures. These instramenentered into under the Company’s corporsie ri
management policy to minimize exposure and ardancspeculative trading purposes.

FAS 133,Accounting for Derivative Instruments and Hedgirgjivities establishes accounting and reporting stanc
for derivative instruments, and requires that atityerecognize all derivatives as either assetsdilities in the
consolidated balance sheet and measure thosemestts at fair value. Changes in the fair valueasfivé@tives that are
not designated as hedges, or do not meet the esggits for hedge accounting under FAS 133, argnezed in
earnings. Derivatives are tested for effectivermgsa quarterly basis. The
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

ineffective portion of the derivative’s change e is recognized in earnings. The effective paris recognized in
other comprehensive income until the hedged iteradegnized in earnings.

The Company employs interest rate swaps which coraeable rate debt on $50.0 million of the $1Dfillion
senior term loan to fixed rate. These have beeigua®d as cash flow hedges of the underlying aieate
obligation. These have been tested for effectivenesg the dollar offset method. Amounts in acclanewal other
comprehensive income shall be reclassified tortheme statement in the same period or periods glwirch the
hedged forecasted transaction affects earningsiniéest rate swaps have been recorded as a n@mtliability in
the balance sheet.

Environmental Compliance and Remediation

Environmental compliance costs include ongoing mesiance, monitoring and similar costs. Environmlesdats are
accrued when environmental assessments or rengdfiiets are probable and the cost can be reasoeabipated.
Such accruals are adjusted as further informatemeldps or circumstances change. Costs of futurgations are
discounted to their present values using the Cowipaveighted average cost of capital.

Revenue Recognition

The Company supplies products to customers frowvaii®us manufacturing sites, and in some instafroes
containers held on customer sites, under a vaofetyandard shipping terms and conditions. In eade revenue is
recognized when the transfer of legal title, whickefined and generally accepted in the standams and
conditions, arises between the Company and themest

The Company recognizes the total revenue from @ctatditive sales under the Ethyl agreements. T8¢ 32
compensation which is paid to Ethyl is recognizedast of goods sold.

A component of Ethyl's share of net proceeds (set M) is an amount recoverable from Ethyl thaigeeed annually
in arrears. The Company recognizes this quartedged on best current estimates of the expectedroet

Provisions for sales discounts and rebates to mestare based upon the terms of sales contrattsramecorded in
the same period as the related sales as a dedérctomevenue. The Company estimates the provisioeales
discounts and rebates based on the terms of eaebnagnt at the time of shipping.

Components of Net Sales

All amounts billed to customers relating to shigpand handling are classified as net sales. Shamoiil handling
costs incurred by the Company are classified asaf@gpods sold.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Components of Cost of Goods Sold

Cost of goods sold is comprised of raw materiatcosluding inbound freight, duty and non-recoweaaxes,
inbound handling costs associated with the readipgaw materials, packaging materials, productiostg including
labor costs, maintenance and utility costs, pladtengineering overhead, warehousing and outbchip@iag costs
and handling costs. Inventory losses and provisionsthe costs of customer claims are also recednizthe cost of
goods line item.

The 32% compensation which is paid to Ethyl is gggped in cost of goods sold.

Components of Selling, General and Administrativeemses

Selling expenses comprise the costs of the diedesgorce and the sales management and custoraeese
departments required to support them. It also cmapithe costs of sales conferences and trade stiwwsost of
advertising and promotions and the cost of baddandbtful debts. General and administrative expensagrise the
cost of support functions including accounting, lammesources, information technology and the cogtaup
functions including corporate management, finatee, treasury, investor relations and legal depantin Provision ¢
management’s best estimate of legal costs foatitig in which the Company is involved is made eaqbrted in the
administrative expense line item.

Research and Development expenses

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

Earnings Per Share

Basic earnings per share is based on the weightedge number of common shares outstanding dunmgeriod,
while diluted earnings per share includes the effi€options that are dilutive and outstanding dgrihe period.

Foreign Currencies

The Company’s policy is that exchange differengesray on the translation of the balance sheeentifies that have
functional currencies other than the US dollartaken to a separate equity reserve, the cumulainslation
adjustment. In entities where the US dollar isftivectional currency no gains or losses on trarmhaticcur. In these
entities gains or losses on monetary assets rglatiourrencies other than the US dollar are ta@ehe income
statement. Gains or losses on foreign currencygéietions are included in other expenses in theniecstatement.

Management has conducted a review of functionakogres during the year and has concluded thag there no
changes in the functional currencies in any ofGbenpany’s subsidiaries in 2005.
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Stock Option Plans

The Company has elected to follow Accounting Pples Board Opinion No. 23\ ccounting for Stock Issued to
Employee(APB 25) and related interpretations in accounforgts employee stock options. Under APB 25, iged
awards, when the exercise price of employee stptkits equals the market price of the underlyinglson the date

of the grant, no compensation expense is recoiideelCompany has adopted the disclosure-only pangsof FAS
123,Accounting for Stock-Based Compensatiod FAS 148Accounting for Stock-Based Compensation — Tramsitio
and Disclosure

Pension Plans and Other R&hployment Benefits

Annual costs of pension plans are actuarially deitezd based on FAS 8Employers’ Accounting for Pensions
Curtailment events are accounted for under FAE&®)loyers’ Accounting for Settlements and Curtaita®f
Defined Benefit Pension Plans and for Terminatiem&its. The Company makes its pension and other post-
retirement disclosures to comply with FAS 13Hr)ployers’ Disclosures about Pensions and Othet-Rasirement
Benefits.

Reclassifications

Certain reclassifications have been made to theatmiated financial statements for the prior ygarsonform to the
December 31, 2005 presentation.

Note 3. Business Segment and Geographical Areat@

The Company has three businesses: Fuel Speci@mtsne Additives, and Performance Chemicals. Hdyn
renamed Fuel Specialties business now includesfdElse in aviation gasoline and certain cold fiowprovers
previously reported in Octane Additives and Perfamge Chemicals businesses respectively. Certaganes and
development activities which were previously repdrin corporate costs have been reallocated tBehf®rmance
Chemicals strategic business unit. The 2004 an8 26thparatives reflect these changes.

In 2005, no single customer accounted for more @ of net sales. Sales to the largest customes $40.5
million. During 2004 the Company had one significamstomer in the Octane Additive business segnvant
accounted for more than 10% of net sales. Net salédss customer totalled $61.8 million. In 200@ tCompany had
two customers whose net sales accounted for maretém percent of turnover. Net sales to thes@mess were
$47.5 million and $48.2 million, respectively. lmetsecond quarter 2005, one of these customersapentty left the
Octane Additives market.
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The following table analyzes sales and other firdncformation by product group:

Product Group Data

(in millions) 2005 2004 2003
Net sales

Fuel Specialtie $ 240.¢ $195.¢ $173.c
Octane Additives 181.¢ 226.1 248.¢
Performance Chemica 105.2 46.4 21.C

$ 527.7 $468.1 $443.1

Gross profit:

Fuel Specialtie $ 80.z $ 67.€ $ 63.7
Octane Additive:s 92.7 129.¢ 131.2
Performance Chemica 16.¢€ 8.€ 3.

$ 189t $206.( $198.¢

Operating income

Fuel Specialtie $ 26.2 $ 20.€ $ 21k
Octane Additive: 69.2 104.¢ 109.¢
Performance Chemica 1.C 0.2 (2.9
FAS 87 pension (charge)/cre (1.7) 2.7 9.2
Corporate cost (26.7) (33.0 (25.6)
Restructuring charg (31.9) (8.3 (14.9)
Impairment of Octane Additives business good (134.9) (40.7) —
Loss on disposa — (4.9 —
Operating (loss) / inconr $(97.7) %417 $ 97.¢
Identifiable assets at year el

Fuel Specialtie $ 237.C $272.:

Octane Additive: 224.( 309.7
Performance Chemica 101.( 85.7

Corporate- Prepaid pension co 113.( 122.¢

$ 675.: $790.¢

The Company includes in the corporate costs ligra ithe costs of managing the Group as a compatysedurities
listed on the New York Stock Exchange and regisitarigh the SEC. The cost of the President/ CEO’keffgroup
finance, group human resources, corporate secré¢gal fees and investor relations all fall intgstcategory. The
establishment costs of running the corporate aéfineghe USA and Europe are also included. Thesaafsthe
corporate development function are also includetiisline item as it does not relate to the curteading activities ¢
our other business segments. The corporate shasts related to information technology, accounéind human
resources are also included in this line item. @uie low proportion of currently active membershe defined
benefit pension scheme, any net pension cost ditésealso recognized in this line item.
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Sales by geographic area are reported by sourcaréwhe transaction originates) and by destingtidrere the final
sale to customers is made). Intercompany salegsriened to recover cost plus an appropriate marker profit and ar:
eliminated in the consolidated financial statements

Identifiable assets are those directly associatédtive operations of the geographical area.
Goodwill has not been allocated by geographicatioa on the grounds that it would be impracticabldo so.

Geographical Area Data

(in millions) 2005 2004 2003
Net sales by source:
United State: $ 129k $ 83.F $ 67.€
United Kingdom 267.1 285.2 234.2
Rest of Europ 210t 179.( 215.C
Other 17.2 19.¢ 15.¢
Sales between are (96.7) (99.6) (89.6
$527.7 $468.1 $443.1
Net sales by destination
United State: $126.1 $ 88.1 $ 66.1
United Kingdom 22.t 31.€ 19.7
Rest of Europ 117.] 1115 48.4
Rest of Worlc 262.( 236.¢ 308.¢
$ 527.7 $468.1 $443.1
(Loss)/income before income taxe:
United State: $ 92.4 $ (8.2 $ (6.9
United Kingdom 51.€ 47.¢ 35.¢
Rest of Europ (126.7) 28.C 47.c
Other (1.6 5.C 0.3
Impairment of TEL business goodw (134.9 (40.7) —

$(118.7) $ 32.C $ 775

Long-lived assets at year end

United State: $ 25.€ $ 14rF
United Kingdom 178.€ 201.C
Rest of Europ 30.¢ 43.2
Other 0.1 0.1
Goodwill 200.£ 3322

$ 435.¢ $591.(

Identifiable assets at year end:

United State: $ 66.2 $ 43.F
United Kingdom 319.7 295.1
Rest of Europ 85.¢ 116.¢
Other 3.1 2.¢
Goodwill 200.¢ 332.2

$675.8 $790.€
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Note 4. Stock Option Plans

The Company has six stock option plans which p@¥at the issuance of options to key employeesdaedtors of
the Company. All grants are at the sole discretioine Compensation Committee of the Board of Roes; which
administers the plans. Grants may be priced at@&due or at a premium or discount. Vesting pixiare up to four
years and exercise periods of up to ten yearstah &b 3,043,000 shares have been approved byhtrelsolders for
allocation to the issue of share options.

The following table summarizes the transactionthhefCompany’s stock option plans for the three yeaiod ended
December 31, 2005:

Weighted Weighted
Number of Average Average Fair
Exercise Price
Shares Value
Options outstanding December 31, 2! 1,477,72. $ 10.6¢
Granted - at discoun 167,89. $ — $ 12.8¢
— at premiurnr 159,50( $ 13.91 $ 3.8¢
Exercisec (285,909 $ 8.4¢
Cancellec (18,809 $ 16.12
Cancelled for paymel (16,98() $ 12.6¢
Options outstanding December 31, 2! 1,483,41 $ 10.31
Granted - at discoun 74,07( $ — $ 22.6¢
— at market valu 18,85( $ 23.0( $ 6.7C
Exercisec (483,49 $ 10.62
Cancellec (87,56%) $ 7.12
Options outstanding December 31, 2! 1,005,27: $ 10.2¢
Granted - at discoun 141,39 $ 11.5¢ $ 9.62
— at market valu 94,06( $ 19.77 $ 10.52
Exercisec (130,70 $ 9.01
Cancellec (151,98Y $ 5.1¢
Options outstanding December 31, 2! 958,04 $ 10.1C

The following table summarizes information aboutiaps outstanding at December 31, 2005:

Number
Number Weighted Weighted Exercisable a Weighted
Outstanding at Average Average Exercisi December 31 Average Exercist
Range of Exercise December 31, Remaining Life
Price 2005 Price 2005 Price
$C-$5 297,57! 7.6 $ 0.0C 20,51( $ 0.0C
$5-$10 48,89( 4.3 $ 7.8(C 48,89( $ 7.8C
$1C-$15 368,58 5.1< $ 13.4¢ 231,08: $ 13.2¢
$1E-$20 226,15: 7.0¢ $ 17.4( 103,80: $ 17.5]
$2C-$25 16,85( 8.31 $ 23.0( — —
958,04 404,28
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The fair value of options granted was estimatedgitie Black-Scholes model with the following asptions:

2005 2004 2003
Dividend yield 0.4% 0.5% 3.(%
Expected life 4 year: 4 year: 4.45 year
Volatility 43.(% 38.71% 35.(%
Risk free interest rai 4.26% 3.4% 2.6%

The following table summarizes the effect on nebme and earnings per share had the Company recibsde
compensation expense consistently with the methescpbed by FAS 123:

Earnings per share

Net income

(in millions, except per share data Basic Diluted
2005
As disclosec $ (123.) $(10.00) $(10.00)
Compensation expense, net of tax, included inoss 0.¢
Compensation expense, net of tax, that would haea included had F#£

123 been adopte (1.5)
Proforma net los $ (124.9) $(10.05) $(10.05)
2004
As disclosec $ 6.2 $ 0.5C $ 0.4¢
Compensation expense, net of tax, included inneetme 1.1
Compensation expense, net of tax, that would haea iIncluded had F#£

123 been adopte 1.3
Proforma net incom $ 6.C $ 0.4¢ $ 0.4¢€
2003
As disclosec $ 51t $ 4.34 $ 4.1
Compensation expense, net of tax, included inneetme 0.€
Compensation expense, net of tax, that would haea included had F#£

123 been adopte (1.3
Proforma net incom $ 511 $ 4.2¢ $ 4.07

64



Table of Contents

NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Note 5. Loss/ Earnings per Share

Basic earnings per share is based on the weighttzdge number of common shares outstanding dunmgear,
while diluted earnings per share includes the efféoptions that are dilutive and outstanding dgrihe year. Per

share amounts are computed as follows:

Numerator (millions of dollars):
(Loss) / income before affiliated company earnifigan continuing
operations
Share of affiliated company earnir
Discontinued operations, net of t
Cumulative effect of change in accounting poliogt of tax

Net (loss) / income available to common shi

Denominator (in thousands):
Weighted average common shares outstar
Dilutive effect of stock options and awat

Denominator for diluted earnings per sh

Net income per share
(Loss) / income before affiliated company earnifigan continuing
operations
Share of affiliated company earnir
Discontinued operations, net of t
Cumulative effect of change in accounting poliogt of tax

Net (loss) / income available to common shi

Net income per share, diluted
(Loss) / income before affiliated company earnifigen continuing
operations
Share of affiliated company earnir
Discontinued operations, net of t
Cumulative effect of change in accounting poliogt of tax

Net (loss) / income available to common shi

2005

$(122.9)

(1.4)

$(123.9)

12,36¢

12,36¢

$ (9.89)

0.1

$(10.00)

$ (9.89

0.1

$(10.00)

2004 2003
$ 115 $ 54.1
(1.0 0.
(4.7) (3.7)
— 0.
$ 62 $ 51.¢
12,34 11,92
644 62¢
12,98¢ 12,55¢
$ 096 $ 45:
(0.0¢) 0.0¢
(0.3¢) (0.3)
— 0.0¢
$ 05 $ 4.3¢
$ 09z $ 4.31
(0.0¢) 0.07
(0.36) (0.29)
— 0.0¢
$ 04t $ 4.1:

254,255 options were anti-dilutive in 2005 and hiagen excluded from the calculation of diluted eags per share.

59,513 options were anti-dilutive in 2004 and 2003.
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Note 6. Pension Plans

The Company maintains a contributory defined bémpefnsion plan covering substantially all UK emp@esg. The
Projected Benefit Obligation (PBO) is based onlfgssary and years of credited service, reducesdayal security
benefits according to a plan formula. Normal retieat age is 65, but provisions are made for eatlyement.

The Company’s funding policy is to contribute amisuio the plan to cover service costs to date @smenended by
the Company’s actuary. Employee and employer dautions since January 1, 2004, have been 5% a68622.
respectively, of pensionable pay. The plan’s asmetsnvested by six investment management compamieinds
holding UK and overseas equities, UK and overseasl interest securities, index linked securit@®perty unit trust
and cash or cash equivalents. A full actuarial atdun of the pension plan was carried out during38nd an update
carried out as at October 5, 2005, the result®df bf which are reflected in the calculations kelo

Assumptions for the plan as of the end of thetlaste years were as follows:

200¢ 2004 200z
Weighted average discount ri 5.0(% 5.6(% 5.5(%
Rate of increase in compensation ley 3.6(% 3.6(% 3.5(%
Rate of return on plan ass: 5.3(% 5.4(% 5.7%%

The discount rate used represents the annualis&tign medium and longer term AA rated corporatedsan the UK
A 0.25% reduction in the discount rate would insethe Projected Benefit Obligation by around $2lian and
increase the net periodic pension cost for 20061b§ million.

The rate of increase in compensation levels asstiméseal salary growth in Innospec will be reted to 1% above
an assumed level of price inflation of 2.6%.
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Movements in PBO and the fair value of plan assetd,the funded status and prepaid pension cakeqflan are as
follows:

(in millions) 2005 2004
Change in PBC
Balance at January $647.¢  $616.€
Interest cos 39.¢ 37.2
Service cos 6.C 6.2
Contributions by participan 0.€ 1.1
Benefits paic (42.7) (40.9)
Curtailment los: 12.5 —
Actuarial losse: 60.€ 26.¢
Balance at December : 725.2 647.¢
Fair value of plan asse
Balance at January 654.¢ 644.(
Actual benefits pai (42.7) (40.9)
Actual contributions by employzt 5.1 4.4
Actual contributions by participan 0.¢ 1.1
Actual return on asse 92.¢ 45.£
Balance at December : 710.7 654.¢
Plan assets (deficit) / excess over F (14.5) 6.8
Unrecognized net los 127.7 115.C
Unrecognized prior service (credit) / ¢ (0.2 0.
Prepaid pension co $113.C $122.¢

Net pension charge / (credit) for the UK pensiamgk as follows

(in millions) 2005 2004 2003
Service cos $ 6.C $ 6.2 $ 7.C
Interest cost on PB 39.¢ 37.4 32.1
Expected return on plan ass (45.9) (47.9) (49.9)
Net amortization and deferr 1.1 1.1 1.C
$ 1.7 $ (2.7) $ (9.9

The accumulated benefit obligation for the UK pengdlan was $695.6 million and $613.9 million atBeber 31,
2005, and 2004, respectively.

The curtailment loss of $12.5 million has been ragabin restructuring costs.
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The UK pension plan’s asset allocations at Decer@beP005 and 2004, by asset category are as fallow

200" 200¢
Equity securitie: 32% 31%
Debt securitie: 67% 68%
Other 1% 1%
Total 10(% 10(%

The current investment strategy of the UK pensian s to obtain an asset allocation of 70% in tavaf debt
securities and 30% equity securities, in orderctieve a more predictable return on assets.

The estimated level of Company contributions ihi® VK pension plan for 2006 is $3.1 million. Thddwing benefit
payments, which reflect expected future servicammsopriate, are expected to be made:

(in millions)

2006 $ 39.4
2007 $ 40.5
2008 $ 41k
2009 $ 42.¢€
2010 $ 43.¢
20132015 $235.¢

Our German subsidiary has an unfunded defined ligrefsion scheme. This scheme is not materiddédCiompany.
A valuation under FAS 87 has been performed in Ztba charge was recognized to reflect the prexgeoenefit
obligation.

Company contributions to defined contribution pensichemes during 2005 were $0.9 million, (20041 $dillion).

Note 7. Income Taxes

Income taxes are accounted for using the assdtadmlity method pursuant to FAS 108¢ccounting for Income
Taxes. Deferred taxes are recognized for the tax coresszps of “temporary differences” by applying endcte
statutory rates applicable to future years to diffiees between the financial statements carryinguats and the tax
bases of existing assets and liabilities. The efiacddeferred taxes of a change in tax rates mgr@zed in income in
the period that includes the enactment date. litiaddFAS 109 requires the recognition of futua@ benefits to the
extent that realization of such benefits is mdkelyi than not.
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The sources of income/(loss) before income taxes ag follows:

(in millions) 2005 2004 2003
Domestic $ 1.7 $(8.2 $(6.7)
Foreign (119.9 40.z 84.C

$(118.)  $32.C  $77.c

The components of income tax charges are summaaizéallows:

(in millions) 2005 2004 2003

Current:

Federa $ 0.2 $ 0.1 $(0.2)

Foreign (1.9 24t 11.¢
$ (1.6 $24.¢ $11.€

Deferred:

Federa $ — $(1.5) $—

Foreign 5.¢ (3.0) 11.€

5.8 (4.5) 11.€

$ 4.2 $20.1 $23.2

Cash payments for income taxes were $21.4 milaB,7 million and $23.7 million during 2005, 2004da2003,
respectively.

The effective tax rate varies from the US fedetatigory rate because of the factors indicatedviselo

2005 2004 2003

Statutory rate 35.% 35.(% 35.(%
Foreign tax rate differenti 8.4 (28.9) (9.2
Amortization — (3.5) —
Impairment of Octane Additives business good (39.9 51.¢ —
Unrecognized net operating los: 2.€ 7.€ &8
Tax charge/(credit) from previous ye:i 3.C (5.9 0.1
Discontinued operatior (0.€) 2.4 (0.2
Investment write of (3.9 — —
Other (net) (8.2) 3.€ 0.7

(3.5)%  62.8%  30.%

The $134.4 million charge in respect of the impaintnof TEL business goodwill has no cash or taxatiopact and
represents the most significant factor in the wammafrom the US federal statutory rate. The mixafable profits
made in the different geographical localities inahhthe Group operates had a negative impact oeftaetive tax rat
in 2005.
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Details of deferred tax assets and liabilitiesagéollows:

(in millions) 2005 2004

Deferred tax assets

Excess of tax over book basis in property, pladt@uipmen $10.€ $11.s

Net operating loss carry forwar 9.7 12.:
20.2 23.€

Valuation allowanc (8.9 (11.9)

Total deferred tax asse 11.4 12.5

Deferred tax liabilities:

Pension cost 33.¢ 36.¢
Other 19.4 19.¢

53.c 56.7
Total net provisior $41.¢ $44.L

As a result of the Company’s assessment of itslefetrred tax assets at December 31, 2005, the Gongoasiders it
more likely than not that no valuation allowanceeiquired for $0.8 million (2004 — $1.0 million) it$ net operating
loss carry forwards. These net operating loss darwyards in 2004 and 2003 were generated in Fraa@result of
recent restructuring activity in Europe. It is egfsel that sufficient taxable profits will be gertexhagainst which the
net operating loss carry forwards can be relievefdre their usage expires in approximately thresryéme.

Should it be determined in the future that it idovger more likely than not that these assetsheltealized, an
additional valuation allowance would be required #re Company’s operating results would be advgsiécted
during the period in which such a determination \ddae made.

The Company has not made provision for unremiteediags from overseas subsidiaries on the grouratghey will
not be remitted as they are required in the estd@cerned or will be used to fund further investmnto other
territories. Any determination of the potential ambof unrecognized deferred taxes is not praciécdbe to the
complexities associated with its hypothetical cktian.

Note 8. Acquisitions

On January 14, 2005, the Company acquired a 1068@st in Finetex, Inc. (Finetex) for consideratifr$21.2
million. The Company purchased 234 common sharéshwiere valued at $17.4 million. The balance ef filnds
was used to separately acquire the two propertieghich the business operates and to pay coskeddquisition.

Finetex is a manufacturer and supplier of specmltyactants and emollients to the personal casmetics and other
industrial markets. The results of Finetex havenbmmnsolidated
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since the acquisition date and have been repartdeeiPerformance Chemicals business segment. Wilkret be
any material adjustment to the assessment of gdipdwdl consequently the following values have bagsigned to
the major classes of assets and liabilities irbdlance sheets of the acquired entities at acuuigiate:

Finetex
Cash $ 0.2
Receivable: 2.2
Inventories 4.C
Prepayment 0.1
Property, plant and equipme 7.2
Goodwill 3.€
Intangible assel 7.1
Total asset 24.¢
Current liabilities (0.9
Deferred taxe (2.9
Other noi-current liabilities (0.2
Total liabilities (3.9
Net assets acquire $21.2

The goodwill recognized in respect of Finetex hesrbincluded within the Performance Chemicals lmssrsegment
(see Note 9).

The following intangible assets were recognizerespect of Finetex.

Finetex Useful Life
(in millions)
Customer relationshig $ 4.2 13 year
Patent: 2.8 10 year
Total asset $ 7.1

The following unaudited information illustrates ttessults of operations for the years ended Dece®be2005 and
2004 as if all the acquisitions had occurred orudanl, 2004. This information is for illustratiperposes only and is
not meant to be indicative of actual results thafhtnhave been achieved or results that might taenad in the future.

Unaudited Proforma Information

(in millions except per share data 2005 2004
Net sales $ 527.7 $487.(
Net (loss) / incom $(123.7) $ 7.7
Earnings per shar basic $(10.00 $ 0.62

—diluted $(10.00 $ 0.5¢
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On June 30, 2004, the Company acquired a 100%esttar Leuna Polymer GmbH (Leuna) for consideratib§i8.1
million. The Company purchased one common sharetwhias valued at €1. Leuna is a manufacturer cetlieel
additives and specialty waxes. Leuna was released feceivership in late June 2004 and consequéstigsults hav
only been consolidated since the beginning of 201§4.

On July 8, 2004, the Company purchased the 50% sh&ctel Starreon LLC which had previously beeldiby
Starreon Corporation LLC for total consideratiorsdB.8 million. The value of the partnership inggracquired from
Starreon Corporation LLC was $0.6 million. The fesof Octel Starreon LLC were already consolidgiadr to
acquisition of the remaining 50%, though from J2004 there has been no charge in the income statdare
minority interests in relation to Octel Starreond.L

On August 26, 2004, the Company acquired a 100étast in Aroma & Fine Chemicals Limited (AFC) f@465
million. The results of AFC have been consolidagate September 1, 2004. 1.3 million common shasze
purchased at a value of $0.2 million. Of the tataisideration $4.3 million is in the form of Loamtds, half of which
are due for repayment in January 2006, with theareimg half in September 2006. AFC manufacturesaro
chemicals which are principally sold into the hdudd, institutional, industrial and personal cararkets.

The following unaudited information illustrates ttessults of operations for the years ended Dece®be2004 and
2003 as if the 2004 acquisitions had been madaouasy 1, 2003.

Unaudited pro-forma information

(In millions except for per share data) 2004 2003
Net sales $508.€ $500.7
Net income $ 8E $ 58.c
Earnings per shar basic $ 06 $ 4.8¢

—diluted $ 4.8¢ $ 4.64

Octel Starreon LLC (Octel Starreon) was fully cditaded by the Company prior to the acquisitiorire remaining
50% held by Starreon Corporation LLC, with the ayppiate 50% proportion of its net income and batastoeet
recognized as minority interest.

The goodwill recognized in respect of Octel Stanrbas been included within the Fuel Specialtiesnass segment
and the goodwill in respect of AFC and Finetex bbesn included within Performance Chemicals (see MhtNo
goodwill arose on the acquisition of Leuna.
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Note 9. Goodwill

Goodwill comprises the following:

(in millions)

Gross cos- at January 1, 20C
Acquisitions

Disposals

Exchange effec

Impairment

Gross cos— at December 31, 20(

Amortization— at January 1, 20C
Amortization— at December 31, 20(

Net book amour- at December 31, 20(

Gross cos- at January 1, 20C®
Acquisitions

Disposals

Exchange effec

Impairment

Gross cos— at December 31, 20(

Amortization— at January 1, 20C
Amortization— at December 31, 20(

Net book amour— at December 31, 20(

Note

Octane
Additives

$ 526.2

(40.7)

485.k

(289.5)
(289.5)

$ 196.(

Fuel
Specialties

$ 95
30.C
(8.5)

0.2

117.1

(8.9)
(8.9)

$ 108.¢

Performance

Chemicals

$ 25.C

2.3

©
N
N
'

w
‘.O‘I
N

(0.3)
(0.3)

$ 30.1

Total

$ 647.(
32.2

(8.5)
0.2
(40.7)

630.:
(298.9)
(298.7)

$332.

630.

3.6
(0.5)
(0.E)
(134.)

498.t

(298.1)
(298.7)

$ 200.¢

@ $32.4m of Octane Additives goodwill relates sol@ylEL used in aviation gas. This business is neported ir
Fuel Specialties as part of the segment change@mgkquently the related goodwill has been movédied

Specialties for both 2004 and 2005 in the aboviet

The Companys reporting units are consistent with the operasegments underlying the segments identified ie 8¢

The Company adopted FAS 1&odwill and Other Intangible Assetsffective January 1, 2002. This requires that
goodwill deemed to have an indefinite life shoutdlonger be amortized, but subject to an annuahimpent review,
or between years if events occur or circumstanbasge which suggest that an impairment may haver et

Due to the continuing decline in the world marlat®ctane Additives, goodwill in respect of the &t Additives
business segment is reviewed for impairment onaatguly basis.

The Company has elected to perform its annual tesespect of Fuel Specialties and Performancertads

goodwill as of December 31 each year.
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In reviewing for any impairment charge the fairn@abf the impaired reporting units underlying tbgraents is
estimated using an after tax cash flow methodolmgged on management’s best estimates at that time.

Based on the impairment reviews conducted in reésgabe Octane Additives business during 2005ngmairment
charge of $134.4 million for the full year was rgo@ed. This charge is non-cash in nature and basmpact on
taxation. The Company will continue to perform inmpeent reviews in respect of the Octane Additivasibess
segment on a quarterly basis and will recognizehéurcharges as appropriate.

At the end of the fourth quarter of 2005, the Comypperformed its annual impairment review for godtdier Fuel
Specialties and Performance Chemicals and beltbagshere has been no impairment of goodwill spest of those
reporting segments.

Note 10. Intangible Assets

Intangible assets comprise the following:

(in millions) 2005 2004
Gross cos
— Veritel $ 60.€ $ 60.€
— Technology 7.1 7.1
— Customer relationshiy 16.C 11.¢
— Patents 2.9 —
— Other 0.2 1.C
86.¢ 80.t
Accumulated amortizatio
— Veritel (40.9 (30.9)
— Technology (2.0 (0.9
— Customer relationshig (2.2 (0.6
- Patents 0.3 —
— Other (0.2 (0.7)
(43.9 (31.9
$43.C $ 48.¢€

Veritel

An intangible asset was recognized in 2001 inieab amounts payable to Veritel Chemicals BV by 8wiss
subsidiary pursuant to a marketing agreement éffeduly 1, 2001. An initial signing fee of $5.0llein was paid on
entering into the agreement. In December 2001¢aotias given of a permanent source interruptiorchvtriggered
further payments due to Veritel of $70.0 milliomdér the terms of a separate marketing agreemémiathyl, $24.5
million was
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recoverable from Ethyl, and the Compamnghare of $50.5 million was capitalized by our &ngubsidiary. The asse
being amortized on a straight-line basis over thgears ending December 31, 2007.

Technology

Following the acquisition of the remaining 50% aft€l Starreon LLC on July 8, 2004, the Company gecxed an
intangible asset of $2.3 million in respect of vas technological approvals the business has mea&wom certain
military and civilian authorities. The approvalg as a barrier to entry to any potential compeiitdhe market who
would wish to supply these products.

An intangible asset of $4.8 million was recogniaedespect of a number of specialized manufactupigesses
carried out by Aroma & Fine Chemicals Limited fallmg the acquisition of that entity in August 2004.

Both of these assets have an expected life oféarsyand will be amortized on a straight-line baser this period.
No residual value is anticipate

Customer relationships

Following the acquisition of Finetex, the Compaagagnized an intangible asset totalling $7.1 milli$4.2 million o
which was in relation to customer lists acquired.

This asset has an expected life of thirteen yeaasaall be amortised on a straight line basis dwes period. No
residual value is anticipated.

Intangible assets were recognized in 2004 in raésddmoth the Octel Starreon LLC ($9.0 million) aAcbma & Fine
Chemicals Limited ($2.8 million) acquisitions. Tkeea®late to ongoing customer relationships. These lan expected
life of thirteen years and will be amortized ontraight-line basis over that period. No residudlieds anticipated.

Patents

Following the acquisition of Finetex, the Compaagagnized an intangible asset of $2.9 million spext of patents
and trade marks. These have an expected life ofdars and will be amortized on a straight linasaser that perioc

Other
The remaining balance relates principally to sofex@osts which are amortized over 3 years.

The Company has elected to perform its annual tesespect of its intangible assets as of Decer@beyach year. At
the end of the fourth quarter of 2005, the Compaeryormed its annual impairment review of intangiaksets and
believes that no impairment exists.
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Intangible asset amortization expense was $12libmi$11.2 million and $10.4 million in 2005, 20@4d 2003,
respectively.

Future estimated amortization expense is $12.6amijer annum for 2006, $12.9 million for 2007 &&16 million in
2008, 2009 and 2010.

Note 11. Deferred Finance Costs

The Company agreed a three and one half year fimgufecility on December 13, 2005 (see Note 14)jsTaplaced
the previous Company debt facility at December28D4. The net book amount of the deferred finamstscwhich
had been capitalized as a result of the refinanicidgnuary 2004, some $1.4 million at the begigmh2005, was
amortized in full during 2005 as a consequencé®fréfinancing.

During 2005, $2.1 million of refinancing costs hdeen capitalized. These were incurred in relatiae refinancing
agreed on December 13, 2005. These will be amdrozer the expected life of the agreement usingtieeage
interest method.

200t
(in millions) 2004
Gross cos $2.1 $ 2.6
Accumulated amortizatio —
(1.4
$2.1 $14

Amortization expense was $1.4 million, $1.4 milliand $4.4 million in 2005, 2004 and 2003, respetyivThe
charge is included in interest payable (see Nate 2)

Note 12. Property, Plant and Equipment
Property, plant and equipment consists of the ¥ahg:

(in millions) 2005 2004
Land $ 7.¢ $ 7.C
Buildings 5.C 5.C
Equipment 67.t 74.C
Work in progres: 5.8 3.6
85.€ 89.¢
Less accumulated depreciati (18.¢) (18.0)

$67.C $71.¢

Of the total net book value of equipment at Decen3tie 2005, $0.3 million (2004: $0.7 million) is iespect of assets
held under capital leases. These assets weregallyccomputer hardware in both 2005 and 2004.

Depreciation charges were $14.7 million, $11.9ionlland $11.2 million in 2005, 2004 and 2003, respely. Both
the gross book value of equipment and the accusdi@preciation have been impacted by disposaisgiR005.
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The estimated additional cost to complete workrgpess is $2.6 million (2004- $2.5 million).

The Company adopted FAS 148;counting for Asset Retirement Obligatioos,January 1, 2003 (see Note 23). As a
result of this, the Company recognized historicaleds of $8.3 million of costs to the carrying eabf property plant
and equipment with a cumulative depreciation uplif$7.8 million.

Note 13. Plant Closure Provisions

The liability for estimated closure costs of Innesjs TEL manufacturing facilities includes costs fersonnel
reductions (severance) and decontamination andamaental remediation activities (remediation) wilemand for
TEL diminishes. Severance provisions have also begdte in relation to the Fuel Specialties and #grdPmance
Chemicals businesses.

Movements in the provisions are summarized asvaio

2005 2005 2005 2005 2004
Other
Severanci Restructuring Remediatior

(millions of dollars) Total Total
Total at January $ 6.6 $ 0.1 $ 21.¢ $ 28.€ $ 36.2
Charge for the perio 11.¢ 7.C 3.C 21.¢ 10.€
Acquisitions — — 0.€ 0.¢ —
Expenditure (9.7) (7.0) (2.2) (18.9) (11.9)
Release( — — — — (8.0
Exchange effec (0.9) — (0.9) 1.3 1.1
Total at December 3 7.€ 0.1 23.2 31.1 $ 28.€
Due within one yea (6.7) (0.7) (3.9 (20.1) (20.0)
Balance at December : $ 11 $ — $ 19.¢ $21.C $ 18.€

Severance charges are recognized in the Incomen8tat as restructuring costs along with otheruegiring costs.
Remediation costs are recognized in cost of goolds A pension curtailment charge of $12.5 milliwas recognized
in restructuring costs in 2005 which, when addetthé$18.8 million charge for severance and otestructuring
analysed here, explains the $31.3 million restmiregucharge in the Income Statement.

Severance

A charge of $4.0 million was recognized relatinghe salary and emoluments, including pension co$tslr
Kerrison, together with the costs of professiormbdiee to which he may be entitled under the RegignaAgreement.
It is expected that $1.1 million of this amountiMaé paid after more than one year from the balaheet date. A
charge of $2.2 million was recognized in relatioratnew cost reduction program in manufacturingsupport
activities on the TEL manufacturing site at EllesenBort, UK. A charge of $1.4 million was
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recognized under FAS 146 under a previous costtenuprogram where leavers have stayed beyond ftirenal
notice periods. A charge of $1.1 million has bemtognized as a result of the decision to relodstacttivities of the
Fuel Technology Centre from Bletchley, UK to Ellesa Port, UK. A charge of $1.6 million has beeroggtzed in
relation to the severance costs incurred as atrestiie streamlining of the executive structurd #re relocation of tt
European Head Office from Manchester, UK to Ellesiort, UK. A charge of $0.4 million was recogmnize
relation of the decision to close the Adastra bessn The balance of $1.1 million relates to seesram Fuel
Specialties and in the USA Performance Chemicaimbess.

Other Restructuring:

A charge of $1.6 million was recognized in thetfgaarter relating to the closure of the Adastrsiess. A charge of
$2.5 million relates to ongoing demolition worktla¢ Ellesmere Port site which was not includedheremediation
provision because of its discretionary nature. $unther restructuring costs of $0.6 million weneurred at
Ellesmere Port. A charge of $0.7 million was raddai® onerous lease and other charges arising fnemalosure of the
European Head Office in Manchester, UK. A charg®@®@¥m was reported in the restructuring line itetated to a
write down in the value of fixed assets as a reduibe closure of the European Head Office in Master, UK. Also
a charge of $0.9 million was reported in the regtring line item related to a write down in théueaof fixed assets
resulting from the decision to relocate the redearad technology activities from the Bletchley PdK site.

Remediation:

Total costs for remediation are evaluated on alaednasis to take account of expenditure incurretita amend the
scope of future activities in the light of findinffem projects carried out. A detailed review of #xpected future
costs of decontamination and remediation at thesklere Port site was concluded in December 206 r&3ults wer
summarized in a discounted cash flow model anddbelts are reflected herein.

Remediation expenditure against provisions in 2@094, and 2003 was $2.2 million, $2.0 million &&17 million,
respectively.

The remediation provision represents the fair valugne Company’s liability recognized under FAS31Accounting
for Asset Retirement Obligatio.

The Company records environmental liabilities wkiegy are probable and costs can be estimated rdalgoihe
Company has to anticipate the program of work meguand the associated future costs, and has tplgawth
environmental legislation in the relevant countriise Company views the costs of vacating our rbldrsite as a
contingent liability because there is no presetagntion to exit the site. The Company has furthetednined that, due
to the uncertain product life of Octane Additivparticularly in the market for aviation
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gas, there exists such uncertainty as to the timirsgich cash flows that it is not possible toreate these flows
sufficiently reliably to recognize a provision.

Note 14. Long-Term Debt

Long-term debt consists of the following:

(in millions) 2005 2004
Senior term loal $100.( $100.(
Revolving credi 40.C 19.C
Loan notes 4.2 4.¢
Capital lease 0.2 0.t
144.¢ 124.:
Less current portio (14.5) (30.2)

$130.1 $ 94.1

Payments of interest on long-term debt were $71Bomj $4.7 million and $7.8 million in 2005, 20@hd 2003,
respectively.

The net cash outflow in respect of refinancing segis $2.0 million, $2.7 million and $0.2 milliom 2005, 2004 and
2003, respectively.

The financing package agreed in January 2004, srahded in August 2004 comprised a term loan of $aliibn
and a revolving credit facility of $110 million. €lterm loan was repayable in annual instalmentstbvee and one
half years. The revolving facility was availableadhghout the loan period until July 2007. There &%9 million
outstanding under the terms of this facility at Baber 31, 2004.

On December 13, 2005 the Company reached an agnéitle a syndicate of banks for a new term loa$1d0
million repayable over three and one half yearsadditional $67.1 million revolving credit facilityas also agreed,
which will expire on June 12, 2009. Repaymentsefterm loan of $10.0 million are due on July 310& $15.0
million on January 31, 2007, $20.0 million on J8ly, 2008 and a final repayment of $55.0 millionJone 12 2009.
There were $140.0 million outstanding under thenteof the new facility at December 31, 2005.

This facility contains terms which, if breached,uhbresult in the loan becoming repayable on demtmdquires,
among other matters, compliance with certain fimeratio covenants, specifically a ratio of nebtie®s EBITDA (a
non-GAAP measure of liquidity) and a ratio of natrest expense to EBITA (another non-GAAP meastire
liquidity). EBITDA and EBITA are defined in the famce facility.

The new financing facility also requires a “lookv@rd” test to be applied while the ratio of nebtit®s EBITDA
exceeds 2.0. This “look forward” test was not agdble to the Company during 2005 due to such ratideing
exceeded.
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Management believes that the Company has not bedablese covenants throughout 2005. The faciliseaired by
number of fixed and floating charges over certasess of the Company and its subsidiaries.

On acquisition of Aroma & Fine Chemicals Limited Angust 26, 2004, the Company issued £2.5 millih3
million) of loan notes to the vendors. These loaten are secured by an equal amount of restrietgl io escrow and
are repayable in two equal tranches in JanuanGapgember 2006.

No assets held under capital leases were capiatiaeng 2005 ($0.7 million, 2004). The 2004 leasese principally
in respect of items of computer hardware basedanJK. The leases expire in two years. $0.2 milbbcapital
repayments were made during both 2005 and 2004.

The following table presents the projected annuatiunities for the next four years after 2005:

Revolving Loan
Capital

Term credit notes
(in millions) loan facility leases Total
2006 $ 10.C $ — $4.2 $ 0.2 $ 14.t

2007 —
15.C — 0.1 15.1

2008 —
20.C — — 20.C

2009 —
55.C 40.C — 95.C

$100.( $ 40.C $4.2 $ 0.2 $144.¢

The weighted average rate of interest on short tevmowings was 6.1% at December 31, 2005 and a¥Recembe
31, 2004.

Note 15. Deferred Income

Movements in deferred income are summarized aswsl-

(in millions) 2005 2004
Receivec $39.1 $ 38.€
Amortized (34.2) (32.2)
4.¢ 6.4
Less: current portio (2.0 (2.0

$ 2.¢ $ 44

Deferred income of $38.6m relates to amounts recefrom Ethyl relating to a prepayment for servitebe providec
under the sales and marketing agreement with OB&Adifective January 1, 2000.

The remaining $0.5m relates to post acquisitionegoment grants received in Leuna Polymer GmbH.
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Note 16. Stockholders’ Equity

Common Stock Treasury Stock
(number of shares in thousands) 2005 2004 2003 2005 2004 2003
At January 1 14,770 14,770 14,770  2,44C 2,71¢ 2,93¢
Exercise of option — — — (135) (485  (28%)
Stock purchase — — — 147 20E 69
At December 3: 14,770 14,770 14,770 2,45z 2,44C 2,71¢

Note 17. Fair Value of Financial Instruments

The following table presents the carrying amourmt fair values of the Company’s financial instrunseat
December 31, 2005 and 2004:

2005 2004
Carrying Carrying

Fair Fair
(in millions) Amount Value Amount Value
Non-derivatives:
Cash and cash equivale $ 68.¢ $ 68.¢ $ 33.: $ 33.c
Restricted cas 4.2 4.2 4.8 4.8
Long term deb 140.: 140.: 124.: 124.:
Derivatives:
Interest rate sway 0.1 0.1 0.1 0.1
Interest rate swap optic (0.2 (0.7) — —
Foreign exchange contrac (0.6 (0.€) 0.€ 0.€

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

Cash and cash equivalents and restricted cds$te carrying amount approximates fair value becafisee short-term
maturities of such instruments.

Lonc-term debt:The carrying amount of long-term borrowings at &ale interest rates approximates fair value. The
fair value of fixed interest rate debt approximdtescarrying value.

Derivatives:The fair value of derivatives that relates to iagtirate swaps and interest rate swap options stiasatec
based on current settlement prices and comparahteacts using current assumptions.

The cumulative gains and losses on the intereststaaps are summarized as follows:

(in millions) 2005 2004
Balance at January $0.1 $(0.5)
Change in fair valu — 0.€
Balance at December : $0.1 $0.1
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The interest rate swaps have been designatedashdlow hedge against $50.0 million of underlyirzgiable rate
debt obligations that stood at $100.0 million at®maber 31, 2005. $20.0 million of the swaps mature
December 14, 2007 and the remaining $30.0 milliodwne 12, 2009.

The hedges were determined to be effective andecpesitly the unrealized gain of $0.1 million in 83Ghd the
unrealized gain of $0.1 million in 2004 have beetorded in accumulated other comprehensive income.
Ineffectiveness was determined to be immateri@l0d5 and 2004 and accordingly no gain or loss wesgnized in
earnings in either period. The Company does no¢ebgny significant portion of the gain to be reslfed into
earnings in the next 12 months.

Note 18. Financial Instruments and Risk Managenrg

The Company has limited involvement with derivativeancial instruments and does not trade them.Jtmpany
does use derivatives to manage certain interestrat foreign exchange exposures.

The Company uses interest rate swaps, floors,redlad cap agreements to reduce the impact of esangnterest
rates on its floating rate debt. The swap agreesremet contracts to exchange floating rate for fixeerest payments
periodically over the life of the agreements withthe exchange of the underlying notional amouht® notional
amounts of interest rate agreements are used tsumgeimterest to be paid or received and do noesgmt the amount
of exposure to credit loss.

The Company has determined to hedge a proportitmeadutstanding variable rate debt obligationoAs
December 31, 2005 the Company had the followingredt rate instruments in effect (notional amoumtsillions):

Notional Strike
(in millions) Amount Rate Expiry date
Interest sway $ 30.C 4.765% June 12, 20C

$ 20.C 4.31% December 14, 20(

The Company sells a range of octane additives,ddeitives and performance chemicals to majorefiheries and
chemical companies throughout the world. CredittBrongoing credit evaluation and account monigprocedures
are utilized to minimize risk. Collateral is notrgeally required.

Note 19. Commitments and contingencies
Operating Leases

The Company has commitments under operating lgaswearily for office space, motor vehicles and was items of
computer and office equipment. The leases are ¢xgpéo be
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renewed and replaced in the normal course of bssifental expense was $2.4 million in 2005, $2llfomin 2004
and $1.8 million in 2003. Future commitments unu@n-cancelable operating leases are as follows:

Table to update

(in millions)

2006 $1,39¢
2007 64¢
2008 294
2009 181
2010 14¢&
Thereaftel 27

$2,69¢

Commitments in respect of environmental remediatibligations are disclosed in note 13.
Contingencies
Bycosin Disposal

Voluntary disclosure of possible violations of @ban Assets Control Regulations to the Officeaséign Assets
Control. Given the international scope of its operations,@lmmpany is subject to laws of many differentgdictions,
including laws relating to the imposition of restions on trade and investment with various ergtiggersons and
countries, some of which laws are conflicting. 002 the Company reviewed, as it does periodicalipects of its
operations in respect of such restrictions, andrdghed to dispose of certain non-core, non-U.Bsisliaries of
Bycosin AB which had been engaged, since priohéoaicquisition in 2001 of Bycosin AB by the Company
transactions and activities, including the saleestain fuel additives, with entities and persdrat tare in or associated
with Cuba. Consequently, on November 15, 2004, BycAB, a wholly-owned subsidiary of the Compangaized
under the laws of Sweden (now known as Octel Swédirthe “Seller”), entered into a Business andeigaurchase
Agreement (the “Agreement”) with Pesdo Swedcap kglsl AB (the “Purchaser”), Hakan Bystrom and otteexshe
Purchaser’s guarantors, and Octel Petroleum Sgiesiaimited as the Seller’s guarantor, and conaglehe all-cash
transaction contemplated thereby (together withteel transactions, the “Transaction”). The Agredrpeovided for,
among other things: (i) the disposal of certain-nore Fuel Specialties business and related matuwiiag and other
assets of the Seller; and (ii) the supply andifistion of certain power products to certain gepbra regions. The n¢
consideration paid by the Purchaser was approxiyntite$2.9 million.

Following completion of the Transaction, the Comparade a voluntary disclosure to the U.S. Offic&offeign
Assets Control (OFAC) regarding such transactiambagtivities
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engaged in by certain non-U.S. subsidiaries ofXbmpany. Disclosures, amongst other items, includatithe
aggregate monetary value of the transactions imvglZuban persons and entities conducted by thep@oys non-
U.S. subsidiaries since January 1999 was approglyndf6.6 million.

At this time, however, management believes thearinot reasonably estimate the specific naturenouat of
penalties that OFAC might eventually assess agdinathile penalties could be assessed on diffepases, if OFAC
assessed penalties against the Company on a “menfice of contracts basis”, the applicable reguiatmrovide for
penalties, in the case of civil violations of Thelian Assets Control Regulations (31CFR. Part STACR”), of the
lesser of $65,000 per violation or the value ofdbatract. Since January 1999, non-U.S. subsidiafithe Company
have entered into 43 contracts with Cuban entiéash of which could be considered a separatetvalaf the CACF
by OFAC. OFAC may take the position that the CA@RBWd be interpreted or applied in a different memn
potentially even to permit the assessment of peisadiqual to or greater than the value of the lssitonducted with
Cuban persons or entities.

The Company has considered the range of possiltermes and potential penalties payable. In accaelaith the
Company’s accounting policies, provision has beaderfor management’s current best estimate ofdbenpal
liability, including anticipated legal costs. Hoveryshould the underlying assumptions prove incbrtbe actual
outcome could differ materially from that expectbthnagement is not able to estimate the rangey#dditional
loss, if any.

If the Company or its subsidiaries (current or ferjhwere found to have not complied with the CA@f, Company
believes that it could be subject to fines or ottieit or criminal penalties, which could be maggri

The Chief of the Office of Global Security Risk (@33R”) of the SEC’s Division of Corporate Financatse letter to
the Company dated November 22, 2005 (“SEC comnedtetrl) regarding its Form 10-K for the fiscal yearded
December 31, 2004 and Form 10-Q for the quartee@ddne 30, 2005. The SEC comment letter focusedabters
arising from the Company’s voluntary disclosuréteAC. In response to the SEC comment letter, thagamy
submitted a letter (“response letter”) to OGSR @t@&mber 14, 2005. To date, OGSR has not respoadkd t
Company’s response letter requested any additinf@mation from the Company or ruled out the pbgity of
further action.

Oil For Food

On February 7, 2006, the Securities and Exchangen@ssion (“SEC”) notified the Company that it hamranenced
an investigation to determine whether any violatiohfederal securities law had occurred in corioaawith
transactions conducted by the Company’s wholly ahindirect subsidiary company, Alcor Chemie Velis€&smbH
(“Alcor”), a Swiss company, under the United Nagddil for Food Program between
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June 1, 1999 and December 31, 2003. As part ohitstigation, the SEC issued a subpoena requin@groduction
of certain documents concerning these transachgrise Company and Alcor. Management has not recbad
provision with regard to this matter and is unablestimate the possible range of loss, if anygteel to this matter.

Federal Trade Commission Matter

In July 1999, The Associated Octel Company Lim{{&DC”) a wholly owned indirect subsidiary of theo@pany
and AllChem Industries (“AllChem”) entered into @nsent order (“Order”) with the U.S Federal Traderbnission
(“FTC”), which, among other things, required AOCstll TEL for 15 years to AllChem pursuant to aaeer Supply
Agreement dated July 30, 1999. The Order, amongr akings, required AOC (i) to seek FTC approvdbhe
changing any of the price terms of the Supply Agreet, and (ii) to file yearly compliance reportiefeafter, AOC
changed some of the price terms without obtainifig Bpproval and filed compliance reports that thle mention
the changes. When AOC discovered the error in 2008, it notified the FTC of the compliance repssues and
changes to the Supply Agreement, and sought retveaapproval for the latter, which request is pagdHowever,
because the changes to the Supply Agreement lowleeqatice of TEL to AllChem, the Company does Inelieve
that it is probable that the FTC will seek to impasvil penalties for AOC’s possible violation diet Order.

Guarantees

The Company and certain of its consolidated suasel were contingently liable at December 31, Z200%7.7
million, primarily relating performance under caatdts entered into as a normal business practigs.ifdiudes
guarantees of non-US excise taxes and customsdutie

Under the terms of the guarantee arrangementsragnime Company would be required to perform stidie
affiliated company fail to fulfil its obligationsndaler the arrangements. In some cases, the guasma@gements have
recourse provisions that would enable the Compamgdover any payments made under the terms a@juantees
from securities held of the guaranteed partiestass

Indemnities and warranties

In connection with the disposal of Octel Waste Mgemaent Limited (OWM) on June 26, 2003 the Company
indemnified the purchaser in respect of the envirental liability arising from the possible histodontamination of
their leased site at Ellesmere Port, UK up to aimam of £2.0 million ($3.4 million). In general,grenvironmental
conditions or events that are subject to this indgmmust have arisen prior to June 26, 2003 ardktls no time limit
on when claims must be asserted. This potentiailitiais included in the Company’s remediation yigion.
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In addition, the Company provided certain warranirerespect of the disposal of OWM. The Companyldde
required to perform should the contingent liaksktin respect of the warranties become actual anid e required to
make maximum future payments of £3.7 million ($&lion).

There are no recourse provisions enabling recovkeayny amounts from third parties nor are any adseld as
collateral in respect of the indemnity or warrastie

Note 20. Loss on disposals
The loss on disposals in 2004 was made up as fellow

(millions of dollars)

Profit on disposal of French offic $4.7
Loss on disposal of Swedish manufacturing as (9.2
$(4.4)

In November 2004, our French subsidiary disposétsdbrmer offices in Paris for consideration df$ million. The
offices were unoccupied as the business’s opesatiad moved to another site in Vernon. The net vadlke of the
property was $nil but the sale incurred costs o2 $fillion.

On November 15, 2004, the Company disposed ofinartanufacturing and other assets held by our Sshedi
subsidiary, Bycosin AB, for consideration of $2.2lion. The net assets disposed of were $11.3 omillvhich
comprised:

(millions of dollars)

Inventories $1.1
Property, plant and equipme 2.2
Goodwill 5.€
Intercompany balance 2.€
Plant closure provisior (0.7)

$11.2

The net loss on disposal was $9.1 million. No taarge or credit for the loss is anticipated.

As part of the sale of the Swedish manufacturirgdy@her assets, Bycosin de Mexico SA de CV and Biyc8BA de
CV, non-core subsidiaries of Octel Sweden AB, wase disposed of in their entirety. As there wélitro ongoing
involvement with this business, this element ofttla@saction has been included within discontinogerations (see
Note 21). As the Company will continue to sourcedoct to support the marine and power markets fsaaden, th
sale of the Swedish manufacturing and other ageets not meet the criteria laid down in FAS 14dcounting for the
Impairment or Disposal of Lor-lived Asset$or inclusion within discontinued operations.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
Note 21. Discontinued operations

On December 31, 2005, the Company disposed of tbmecore businesses, Octel Performance Chemicalaihac
Gamlen Industries SA waste water treatment plame. donsideration received was $1.2 million and $dilon
respectively. The net assets disposed of wereriBlibn which comprised:

Gamlen
Octel Industries SA
Performance
waste water
Chemicals treatment
(millions of dollars) Inc. plant
Accounts receivabl $ 1.C $ 0.4
Inventories 0.¢ 0.t
Property, plant and equipme 0.t 0.1
Goodwill 0.t —
Accounts payabl (0.9 (0.3
Intercompany balance 04 —
$ 2.4 $ 0.7

The net loss on disposal for Octel Performance Gtaminc. was $1.6 million which includes the toets for the yee
of $0.4 million.

The net profit on disposal of Gamlen Industriesv@#ster water treatment was $0.2 million which ides the net los
for the year of $0.3 million, professional feespt2 million and a tax charge of $0.5 million.

On November 15, 2004, the Company disposed of ecoombusiness, Bycosin Mexico, for consideratibf9
million. The net assets disposed of were $4.8 omillivhich comprised:

(millions of dollars)

Cash $0.E
Accounts receivabl 3.4
Inventories 0.€
Prepaid expense¢ 0.€
Property, plant and equipme 0.2
Goodwill 2.7
Accounts payabl (0.3
Intercompany balance (3.2

$4.€

The net loss on disposal was $3.9 million whicHudes the net income of Bycosin Mexico for 2004aithe date of
disposal of $0.4 million, professional fees of $iflion and a tax charge of $0.2 million.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
Note 22 Other balance sheet information
Restricted cash

During 2004 the Company acquired Aroma & Fine Cloatsi Limited (see Note 8). Of the considerationb£8illion
($4.3 million) is in the form of Loan Notes. Thesm® repayable in two equal tranches in JanuanSaptember 2006.

Under the terms of the loan notes they must beredday an equal amount of restricted cash in escrow
Other assets

Included within other assets are investments tieahat consolidated by the Company on the groumaisthe
Company does not have a controlling financial méerThese investments are held at cost less provier
impairment. The principal affiliates are as follows

Ownership interest

Deurex Micro Technologies Gmk 20.(%
Ferrous Cory 47.1%
Octel Chemay (Pty) Limite 50.(%
PotatoPak Limitet 27.5%

All of the unconsolidated affiliates are privatélgld companies and as such quoted market pricewaevailable. No
dividends were received during 2005, 2004 and 2003.

During the year the Company made sales of €1.2omi{1.5 million) to Deurex Micro Technologies Ghhb
(Deurex). At December 31, 2005, the balance owadg¢dCompany by Deurex was €0.2 million ($0.2 roni).

Note 23. Asset retirement obligations

Effective January 1, 2003 we adopted FAS B&;ounting for Asset Retirement Obligatiorshis applies to legal
obligations associated with the construction, agitjan and operation of a long-lived asset. Und&8R 43 the
amount recorded as a liability is capitalized byr@asing the carrying amount of the related louagdiasset, which is
then depreciated over its useful life. If the lldpiis settled for an amount other than the reedrbalance, either a gi
or loss will be recognized at settlement.

The amounts recorded as liabilities in our balastwet were unchanged by FAS 143 because all qguoagli€psts had
been fully provided under our peedsting environmental compliance and remediaticcoanting policy. However, w
had previously expensed these costs in full, seahia@ge brought about by FAS 143 has been thespetctive
capitalization and depreciation of those costsaAssult, a total of $8.3 million of costs were edido the
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

carrying amount of property, plant and equipmemic&most of the relevant plant was nearing theadnis$ useful
life, the cumulative depreciation uplift was $7.8lion.

The effect on the income statement, reflectingnttiebook value of costs previously written off botv capitalized,
was $0.5 million and has been disclosed separatetiie face of the income statement@saiulative effect of chanc
in accounting principle”.

Note 24. Recently Issued Accounting Pronouncemsn

In April 2005, the SEC approved a new rule thaagelthe effective date of Financial Accounting 8tads Board
(“FASB”) Statement no. 123 (R) (“FAS 123R”) Sharadgd Payment. This standard is now effective foblipu
companies for annual periods that begin after & &005. In the light of this announcement the Gany has
decided to commence its adoption of this standardamuary 1, 2006. This standard requires compensaists
related to share-based payment transactions tedogmized in the financial statements. The Compasynot yet
evaluated the impact of adopting this standardofinancial statements.

In March 2005, the SEC made available FASB Intéghi@n no. 47, Accounting for Conditional Asset iRghent
Obligations. The Interpretation clarifies that ciiimhal asset retirement obligations meet the dtédim of an asset
retirement obligation in FAS 143, Accounting fors&s Retirement Obligations and therefore shoulcebegnized if
the fair value of such settlement is reasonabliynedtle. The Company has a conditional asset reéintmbligation
relating to the Ellesmere Port, UK site. As atybar ended December 31, 2005 the Company deenfaithvalue is
not reasonably estimable as the Company has natiore of vacating the site. If it is deemed thédiavalue is
reasonably estimable this would have a materiahchpn the stated liabilities of the Company.

In November 2004, the FASB issued FAS 151, Invgn@wsts, to clarify the accounting for abnormal amts of idle
facility expense, freight handling costs and wastederial. This standard requires that such iteensebognized as
current period charges. The standard also estaBblisie concept of “normal capacity” and requiresatocation of
fixed production overhead to inventory based omibrenal capacity of the production facilities. Aagallocated
overhead must be recognized as an expense in tiogl pecurred. This standard is effective for inteny costs
incurred starting January 1, 2006. The Company doebelieve that the adoption of this standard kélve a material
impact on its financial position, results of opeyas or cash flows.

In May 2005, the FASB issued FAS 154, Accountin@i@es and Error Corrections. FAS 154 replaces AP&nd
FAS 3, Reporting Accounting Changes in Interim Ritial Statements and is effective for fiscal ydsginning after
December 15, 2005. FAS 154 addresses the accowartthgeporting of a change in accounting principlee
Company does not expect FAS154 to have a matar@gct on its financial statements, unless it adamtisange in
accounting principle.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
Note 25. Related Party Transactions

On February 24, 2005, Dennis J. Kerrison, the Chxefcutive Officer and President of the Compansgraged to
transfer GBP 50,000 (equivalent to approximately\RZ200,000) from his bank account in the United Kiowp to the
account of the Associated Octel Company (SouthcAjr(Pty) Limited ("AOCSA”), a wholly-owned indiréc
subsidiary of Innospec Inc. On the same day, ainitiation of Mr Kerrison, AOCSA made a paymentZAR
500,000 (equivalent to approximately USD 95,000)Mo Kerrison’s personal use. On February 28, 2005CSA
received the funds transmitted from Mr Kerrison'&Ubank account. AOCSA was later reimbursed feoamted
costs.
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Item 9 Changes In and Disagreements with Accountants on Aounting and Financial
Disclosure

Not applicable
ltem 9A Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this regmetCompany carried out an evaluation under thersigilon and
with the participation of our management, includihg Chief Executive Officer, of the effectivene$she design and
operation of the Company’s “disclosure controls pratedures” (as defined in Rules 13a-15(e) and1B§d) of the
Securities and Exchange Act of 1934).

Based upon this evaluation of disclosure controts@ocedures, the Company’s Chief Executive Offesed Chief
Financial Officer have concluded that the Companysslosure controls and procedures were effectsvef
December 31, 2005.

Management’s Report On Internal Control Over Finandal Reporting

The Company’s management is responsible for estabyj and maintaining adequate internal control éwmancial
reporting. The Company’s internal control over finel reporting is a process designed to providssrable
assurance regarding the reliability of financigaging and the preparation of financial statemémt&xternal
purposes in accordance with generally accepteduatiog principles.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détmisstatements. In
addition, projections of any evaluation of effeetiess to future periods are subject to the riskcwatrols may
become inadequate because of changes in conditintisat the degree of compliance with the policeprocedures
may deteriorate.

The Company’s management assessed the effectivehtesCompany’s internal control over financigporting as
of December 31, 2005. In making this assessmemtagenent used the criteria in Internal Controldraéed
Framework issued by the Committee of Sponsoringa@imations of the Treadway Commission (“COSQ”). Néee
excluded Finetex, Inc. from our assessment ofriadezontrol over financial reporting as of Decem®g&y 2005
because this entity was acquired by the Compadgmuary, 2005. Finetex Inc. is a wholly-owned siibsy whose
total assets and total revenues represent 3.298.8%@ respectively, of the related consolidatedriial statement
amounts as of and for the year ended DecembelOB5., 2

Based on the evaluation the Company concludedliba€ompany maintained effective internal contr@rdinancial
reporting as of December 31, 2005, based on @&iterihe Internal Control-Integrated Framework éssby the
COSO.
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Management’'s assessment of the effectivenessearhadtcontrol over financial reporting as of Decem®1, 2005 has
been audited by PricewaterhouseCoopers LLP, UKitegdom (PwC), an independent registered publioanting
firm, as stated in their report that is includedpaiges 49 and 50 of this Annual Report.

Changes in Internal Controls over Financial Reportng

There were no changes to our internal control fimancial reporting that occurred during the fougtiarter of the
year ended December 31, 2005 that have materfédigtad, or are reasonably likely to materiallyeatf our internal
control over financial reporting.

Iltem 9B Other Information

None.

92



Table of Contents

PART IlI
Item 10 Directors and Executive Officers of the Registran

Information under the heading “Management” setiodihe Proxy Statement, to be dated March 31, 2@0éting to
the 2005 Annual Meeting of Stockholders to be leeiday 2, 2006 (“the Proxy Statement”) is incorgedaherein by
reference.

At its Board Meeting on February 24, 2004 the Comydarmally adopted a Code of Ethics. Any stockleola/ho
requires a copy of the Code of Ethics, Corporatee@mance Guidelines or any of the Board Committearters may
obtain one in writing by writing to the Investor IR&ons Director, Innospec Inc, PO Box 17, Oil Siioad, Ellesmel
Port, Cheshire, CH65 4HF, e-mail investor@innogpecom. These documents can also be accessed via the
Company’s website, www.innospecinc.com.

Information regarding the composition and the wagki of the Audit Committee are included under tbadings
“Corporate Governance — Committees of the Boafdidctors — Audit Committee” and “Audit Committee@port” in
the Proxy Statement and is incorporated hereirefgrence.

Item 11 Executive Compensatior

The information under the heading “Executive Congagion and Other Information” in the Proxy Statetrien
incorporated herein by reference.

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

The information under the heading “Security Owngrsti Certain Beneficial Owners and Managementha Proxy
Statement is incorporated herein by reference.

Shares Authorized for | ssuance under Equity Compensation Plans

The information contained in the table entitled tifg Compensation Plan Information” under the hagdiEquity
Compensation Plans” in the Proxy Statement is pa@ted herein by reference.

The current limit for the total amount of sharedahican be issued or awarded under the Companyshsire option
plans is 3,043,000.

ltem 13 Certain Relationships and Related Transaction:

The information under the headings “Transactiorth &ixecutives, Officers, Directors and Others” &@drtain Other
Transactions and Relationships” in the Proxy Statarrs incorporated herein by reference.

Item 14 Principal Accountant Fees and Service

Information with respect to fees and services eelébd the Company’s independent registered pubtownting firm,
PricewaterhouseCoopers LLP, is contained in thetAtmmmittee Report under the heading “Principatduntant’s
Fees and Services” in the Proxy Statement and@porated herein by reference.

93



Table of Contents

PART IV
Item 15 Exhibits and Financial Statement Schedule
@ O Financial Statements
The Consolidated Financial Statements of Innospecand its subsidiaries and related notes the
together with the report thereon of Pricewaterh@asgpers LLP dated March 16, 2006 appear on
pages 49 through 90 of the 2005 form 10 K to stolddrs, are incorporated in Item 8.
2 Financial Statement Schedules
All financial statement schedules have been omstede the information required to be submitted
has been included in the financial statements calme they are either not applicable or not require
under the Rules of Regulations S-X.
(3) Exhibits
2.1 Transfer and Distribution Agreement, dated as afil&4#, 1998, between Great Lakes Chem
Corporation “GLCC") and the Registrant. (.
3.1 Amended and Restated Certificate of Incorporatioth® Registrant filed herewitl
3.2 Amended and Restated -laws of the Registrant filed herewit
4.1 Form of Common Stock Certificate. (
4.2 Form of Rights Agreement between the Registrantrarsd Chicago Trust Company of New York,
Rights Agent. (2
4.2 Form of Certificate of Designations, Rights andf@mences of Series A Junior Participating Prefe8tmtk
of the Registrant. (2
4.4 Indenture dated as of May 1, 1998 among the RegistOctel Developments PLC and the IBJ Schr
Bank and Trust Company, as trustee.
4.5 Form of 10% Senior Notes (contained in Exhibit ds4Exhibit A). (4)
4.€ Registration Rights Agreement dated as of April 398 among the Registrant, Octel Developments PLC
and the initial purchasers. (
4.7 Purchase Agreement dated as of April 30, 1998 anttonénitial Purchasers, Octel Developments PLC
the Registrant. (4
4.8 Share purchase agreement between OBOAdIer Holdingged and The Associated Octel Comp:

Limited relating to the sale and purchase of thelelof the issued share capital of OBOAdler Company
Limited, dated June 1, 1999. (i
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4.€
10.1
10.2
10.c
10.4

10.t
10.¢
10.7
10.¢

10.¢
10.1(
10.11
10.12
10.1:
10.1¢4
10.1¢
10.1¢
10.1%
10.1¢
10.1¢
10.2(
10.21
10.22
10.2¢
10.2¢

Amendment to Rights Agreement (1

Tax Disaffiliation Agreement between GLCC and thegRtrant. (1

Corporate Services Transition Agreement betweenGh@d the Registrant. (

Supply Agreement between GLCC and the Registrarthtosupply of ethylene dibromide. |

(Sll;pply Agreement between GLCC and the RegistrarthtboSupply of anhydrous hydrogen bromide.
Supply Agreement for the Supply of 10% sodium hyate solution. (1

Ethyl Corporation Market and Sales Agreement

Innospec Inc. Non Employee Directors Stock OptitanP(4)

Employment Agreement between Associated Octel kidh#nd Steve W Williams, Geoff J Higne
Graham M Leathes and Robert A Lee.

Employment Agreement between Associated Octel kidh#nd Dennis J Kerrison. (
Agreement between GLCC and the Registrant for tiileManufacturing of Stadis Product. (
Innospec Inc. Time Restricted Stock Option Plah

Innospec Inc. Performance Related Stock Option.R&

Associated Octel Savin-Related Stock Option Plan. (

Form of Innospec Inc. Approved Company Share O#ilam. (8)

Form of Innospec Inc. Profit Sharing Share ScheBje

Employment Agreement between The Associated Oasigany Limited and Alan G Jarvis. (
Employment offer letter from The Associated Octehpany Limited to John P Tayler. (
Consultancy Agreement between Innospec Inc. anéR&Bew. (9

Employment offer letter from The Associated Octehpany Limited to lan A Watling. (1:
Employment offer letter from The Associated Octehpany Limited to Philip J Boon. (1
Executive Services agreement, Richard Shone

Contract of Employment, Sharon Todd (.

Contract of Employment, lan McRobbie (1

Contract of Employment, Paul Jennings (

95



Table of Contents

10.2¢
10.2¢
10.27
10.2¢

10.2¢

10.3(

10.31

10.3-

10.3¢
10.3¢
10.3¢
10.3¢
10.3:

12.1
13.1

14
21.1
23.1
24.1
31.1

Contract of Employment, Alexander Dobbie (.
Contract of Employment, Dr. Catherine Hessner.
Contract of Employment, Andrew Hartley. (1

$100,000,000 term loan agreement between Innospecdctel Associates, Barclays Capital, Barc
Bank plc and others, dated June 3, 1999

US$250,000,000 Facilities Agreement dated 29 Oct2b@1 for Innospec Inc. with Barclays Cap
acting as mandated Lead Arranger and Barclays BEn#cting as Agent and Security Agent. (

Amendment and Restatement Agreement, dated 301Ja2@@4, relating to a Facilities Agreeme
dated 29 October 2001 (as amended), by and amerfgdbistrant, Barclays Bank plc, Lloyds TSB
Bank plc, The Governor and Company of The Bankaaftl&nd, and certain other parties thereto.

Business and Asset Purchase Agreement, dated Nevelrip2004, between Bycosin AB, Hal
Bystrom and others, and Octel Petroleum Specidliraged. (16)

Supply Agreement, dated November 15, 2004, betBgensin AB and Pesdo Swedcap Holdings ,
(16)

Resignation Agreement of Mr. D. Kerrison, datediAp2, 2005 (18
Contract of Employment, Paul W. Jennings, datede®eiper 21, 2005. (1¢
Contract of Employment, Patrick Williams, dated @psr 11, 2005. (2C
Fixed term agreement, James F. Lawler, dated Desem2005. (21

Amendment and Restatement Agreement, dated 13 ece@005, relating to a Facilities Agreeme
dated 29 October 2001 (as amended), by and amerfgdbistrant, Barclays Bank plc, Lloyds TSB
Bank plc, The Governor and Company of The Bankaaftl@nd, and certain other parties thereto

Statement Regarding Computation of Financial Ratfded herewith)
Opinion of Ernst & Young LLP on 1997 Combined Fingh Statements. (¢
The Innospec Inc. Code of Ethics (;

Subsidiaries of the Registrant. (filed herew

Consent of Independent Registered Public Accouriing

Powers of Attorney of Directors and Officers of Registrant (4)

Certification of the Chief Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 200z
(filed herewith)
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31.z

32.1

32.2

99.1

Certification of the Chief Financial Officer pursudo Section 302 of the Sarba-Oxley Act of 200z
(filed herewith)

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted purso:
Section 906 of the Sarbal-Oxley Act of 2002 (filed herewitr

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 herewitr

Consolidated Financial Statements of OBOAdler Camgdamited as of June 30, 1999 and for the y
then ended (7

Notes

(1) Incorporated by reference to the Comg’'s amendment dated April 21, 1998, t
previously filed Form 1-/A.

(2)  Incorporated by reference to the Comg’s Form 1-/A previously filed or
April 10, 1998.

(3) Incorporated by reference to the Comf’s amendment dated May 4, 1998 1
previously filed Form 1-/A.

4) Incorporated by reference to the Company’s F8rthpreviously filed on
October 1, 199¢

(5)  Filed with the Compar’s Form 1+-Q on November 10, 199
(6)  Filed with the Compar’s Form -K on November 12, 199!
(7)  Filed with the Compar’s Form -K/A on January 20, 200!
(8) Filed with the Compar’s Form 1i-K on March 26, 199¢
(9)  Filed with the Compar’'s Form 1+-K on March 27, 200C
(10) Filed with the Compar’s Form K on July 21, 200C
(11) Filed with the Compar’'s Form 1K on March 26, 200.
(12) Filed with the Compar’s Form 1-K on March 25, 200z
(13) Filed with the Compar’'s Form 1+-K on March 28, 200z
(14) Filed with the Compar’s Form &K on February 9, 200:
(15) Filed with the Compar’s Proxy Statement on March 15, 2(
(16) Filed with the Compar’s Form K on November 19, 20C
(17) Filed with the Compar’'s Form 1K on March 31, 200!
(18) Filed with the Compar’s Form K on April 12, 200&
(19) Filed with the Compar’s Form K on September 27, 20(
(20) Filed with the Compar’s Form &K on October 12, 200
(21) Filed with the Compar’s Form K on December 7, 20C
(22) Filed with the Compar’s Form K on December 19, 20(
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(b)

Reportson Form 8-K

A report on Form 8-K was furnished on October 1002 relating to the letter of appointment for the
President of the Petroleum Specialties business.

A report on Form 8-K was furnished on October ZH)2, relating to the third quarter results pressase.

On December 7, 2005 the Company filed a Form 8+#bancing the appointment of James F Lawler as
Executive Vice President and Chief Financial Office

On December 19, 2005 the Company filed a Form 8ukoancing the refinancing arrangements.
On January 30, 2005 the Company filed a Form 84koancing the name change to Innospec Inc.

On February 7, 2006 the Company filed a Form 8-Koaimcing financial results for the three and twelve
months ended December 31, 2005.

On February 8, 2006 the Company filed a Fork i&garding the subpoena of documents in relatiahe Oil
for Food Program.

On February 10, 2006 the Company filed a Form &grarding the press release announcing it had @eé@ar
presentation for investors.

On February 17, 2006 the Company filed a Form 8iKoaincing that the board of directors of Innospec |
had authorized the acceleration of the Compangakstepurchase program and are to repurchase up to
300,000 of its common stock by April 26, 2006. Toenpany also announced in this Form 8-K that trerdbo
of directors of Innospec Inc. had declared a fitvaildend for the full year 2005 of $0.08 per shanecommon
stock.

On March 15, 2006 the Company filed a Ford 8garding the press release announcing that sstavawitct
its listing to NASDAQ.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&i(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: /sl Paul W Jenning
(Registrant PAUL W JENNINGS
Date: President and Chief Executive Offic

March 16, 200¢t

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belpthe
following persons on behalf of the Registrant anthie capacities and on the date indicated:

March 16, 200¢ /s/ James F Lawle
James F Lawler, Executive Vice President
and Chief Financial Office

March 16, 200¢ /s/ Robert E Bev
Dr Robert E Bew, Chairman and Direc

March 16, 200¢t /s/ Martin M Hale
Martin M Hale, Directol

March 16, 200¢ /s/ Samuel A Haubol
Samuel A Haubold, Directc

March 16, 200¢ /s/ James Puckridc
James Puckridge, Direct

March 16, 200¢ /s/ Benito Fiore
Dr Benito Fiore, Directo

March 16, 200¢ /s/ Charles M Hal
Charles M Hale, Directc

March 16, 200¢ /s/ Hugh G C Aldou:
Hugh Aldous, Directo




Exhibit 3.1

CERTIFICATE OF
RESTATED CERTIFICATE OF INCORPORATION
OF
INNOSPEC INC.

The undersigned, being a duly elected officer abbpec Inc., a corporation organized and existirdpuand by virtue of the General
Corporation Law of the State of Delaware (the " |@wation”), does hereby certify as follows:

1. That the Corporation filed its original Certificai&Incorporation with the Delaware Secretary at&ton January 27, 19¢
2. That the original name of the Corporation was OCtip.

3. That the Board of Directors of the Corporatiparsuant to Sections 141 and 245 of the GenergldZation Law of the State of Delaware,
adopted resolutions authorizing the Corporatiorestate the Corporation’s Certificate of Incorpmnain its entirety to read as set forth in
Exhibit A attached hereto and made a part hereof* Restated Certificat”).

4. The Restated Certificate only restates and iateg the Corporatiog’Certificate of Incorporation and does not furtherend the provisiol
of the Certificate of Incorporation as heretofoneemded or supplemented and there is no discregztayeen these provisions and the
provisions of the Restated Certifica

IN WITNESS WHEREOF, the undersigned, being a didgted officer of the Corporation, for the purpageestating the Certificate of
Incorporation of the Corporation pursuant to the&al Corporation Law of the State of Delaware,armgknalties of perjury does hereby
declare and certify that this is the act and ddetleoCorporation and the facts stated hereinraes tind accordingly has hereunto signed this
Certificate of Restated Certificate of Incorporatihis 315tday of January, 2005.

By: /s/ Andrew Hartley
Name Andrew Hartley
Title: Vice President and General Coun




RESTATED CERTIFICATE OF INCORPORATION
OF INNOSPEC INC.

FIRST: The name of the Corporation is Innospec (e “Corporation”) .

SECOND: The address of the registered office ofGbgoration in the State of Delaware is 1209 OeaByeet, in the City of
Wilmington, County of New Castle. The name of égistered agent at that address is The Corporatigst Company.

THIRD: The purpose of the Corporation is to engageny lawful act or activity for which a corporati may be organized under the
General Corporation Law of the State of Delawane (DGCL").

FOURTH: (a) The total number of shares of stockollihe Corporation shall have authority to issugi©00,000 shares of capital
stock (the “Capital Stock”), consisting of (i) 40M000 shares of common stock, par value $0.0%hEe (the “Common Stock”) and
(if) 10,000,000 shares of preferred stock, par@&0.01 per share (the “Preferred Stock”).

(b) The holders of the Common Stock shall haveneemptive rights to subscribe for any shares ofdass of stock of the
Corporation whether now or hereafter authorized hblders of the Common Stock shall not have cutivel@oting rights.

(c) The Board of Directors is hereby expressly ariied to provide for the issuance of all or angrsis of the Preferred Stock in
one or more classes or series, and to fix for sach class or series such voting powers, fullroitéid, or no voting powers, and such
designations, preferences and relative, particigatptional or other special rights and such djgalions, limitations or restrictions thereof,
as shall be stated and expressed in the resolotisolutions adopted by the Board of Directorsvjating for the issuance of such class or
series, including, without limitation, the authgrto provide that any such class or series may)=ilject to redemption at such time or times
and at such price or prices; (i) entitled to rgedaiividends (which may be cumulative or non-curtiwdg at such rates, on such conditions,
and at such times, and payable in preference 10, sarch relation to, the dividends payable onatiner class or classes or any other series;
(iii) entitled to such rights upon the dissolutiof) or upon any distribution of the assets of, @tmeporation; or (iv) convertible into, or
exchangeable for, shares of any other class osedasf stock, or of any other series of the sanampother class or classes of stock, of the
Corporation at such price or prices or at suchsrateexchange and with such adjustments; all asbeastated in such resolution or
resolutions.

FIFTH: The following provisions are inserted foetmanagement of the business and the conduct afféies of the Corporation, and
for further definition, limitation and regulatiori the powers of the Corporation and of its direstand stockholders:

(a) The business and affairs of the Corporatioti Bleamanaged by or under the direction of the BadrDirectors.



(b) The number of directors of the Corporation kbhalas from time to time fixed by, or in the manpsovided in, the By-Laws of
the Corporation. Election of directors need nobpevritten ballot unless the By-Laws so provide.

(c) The directors shall be divided into three adssslesignated Class I, Class Il and Class llIhEtass shall consist, as nearly as
may be possible, of one-third of the total numtatiectors constituting the entire Board of Ditast The initial division of the Board of
Directors into classes shall be made by the detisidhe affirmative vote of a majority of the emtBoard of Directors. The term of the initial
Class | directors shall terminate on the date efith99 annual meeting; the term of the initial €ldglirectors shall terminate on the date of
the 2000 annual meeting; and the term of the ifitiass Il directors shall terminate on the ddtéhe 2001 annual meeting. At each
succeeding annual meeting of stockholders beginnii®99, successors to the class of directors e/kexsn expires at that annual meeting
shall be elected for a three-year term. If the neindd directors is changed, any increase or deerslaall be apportioned among the classes sc
as to maintain the number of directors in eachscdasnearly equal as possible, and any additiaredtdr of any class elected to fill a vacancy
resulting from an increase in such class shall bffide for a term that shall coincide with the r@ning term of that class, but in no case will
a decrease in the number of directors shorteretine of any incumbent director.

(d) A director shall hold office until the annuaketing for the year in which his or her term expiaad until his or her successor
shall be elected and shall qualify, subject, howeteeprior death, resignation, retirement, disdigation or removal from office.

(e) Subject to the terms of anyone or more classssries of Preferred Stock, any vacancy on trerdBof Directors that results
from an increase in the number of directors mafjlleel by a majority of the Board of Directors thenoffice, provided that a quorum is
present, and any other vacancy occurring on thedBalaDirectors may be filled by a majority of tBeard of Directors then in office, even if
less than a quorum, or by a sole remaining direétoy director of any class elected to fill a vacpamesulting from an increase in the number
of directors of such class shall hold office faeam that shall coincide with the remaining termtadt class. Any director elected to fill a
vacancy not resulting from an increase in the nurobdirectors shall have the same remaining tesrthat of his predecessor. Subject to the
rights, if any, of the holders of shares of Prefdrtock then outstanding, any or all of the doecbf the Corporation may be removed from
office at any time, but only for cause and onlythg affirmative vote of the holders of at least&oarity of the voting power of the
Corporation’s then outstanding capital stock estitio vote generally in the election of directdtstwithstanding the foregoing, whenever the
holders of anyone or more classes or series oéPResf Stock issued by the Corporation shall hageitiht, voting separately by class or
series, to elect directors at an annual or spewégting of stockholders, the election, term ofagfifilling of vacancies and other features of
such directorships shall be governed by the terftisi® Certificate of Incorporation applicable tety, and such directors so elected shall not
be divided into classes pursuant to this ArticB¥H unless expressly provided by such terms.

(f) In addition to the powers and authority hereifdve or by statute expressly conferred upon thbendirectors are hereby
empowered to exercise all such powers and do eltl aats and things as may be exercised or doneeb@arporation, subject, nevertheles
the provisions of the DGCL, this Certificate of émporation, and any By-Laws adopted by the stoakdrsl provided, however, that no By-
Laws hereafter adopted by the stockholders shadllitiate any prior act of the directors which wohbidse been valid if such Byaws had na
been adopted.



SIXTH: (a) In addition to any affirmative vote raged by law or this Certificate of Incorporationtbe By-laws of the Corporation, and
except as otherwise expressly provided in Sectipof(this Article SIXTH, any Business Combinatisimall require the affirmative vote of at
least eighty percent (80%) of the Voting ShareshSaffirmative vote shall be required notwithstangdihe fact that no vote may be required,
or that some lesser percentage may be specifiddwbgr in any agreement with any national se@sigxchange or otherwise.

(b) The provisions of Section (a) of this ArticleX$H shall not be applicable to any particular Bixess Combination, and such
Business Combination shall require only such afditice vote as is required by law and any other igiom of this Certificate of Incorporatic
if all of the conditions specified in either of tf@lowing Subparagraphs (i) or (ii) are met:

() The Business Combination has been approveavbythirds of the whole Board; or

(i) The aggregate amount of the cash and Fair Btavialue of consideration other than cash to beived per share by
holders of the Common Stock in such Business Coatioim shall be in the same form and of the same &sthe consideration paid by the
Interested Stockholder in acquiring the initial 18%4he Common Stock owned by it and shall be aétlequal to the highest of the following:

(A) the highest per share price (including brokeragmmissions, transfer taxes and soliciting deafees) paid by
such Interested Stockholder for any shares of Com&tock acquired by it within the two-year perigibpto the Business Combination;

(B) the per share book value of the Common Stodlepsrted at the end of the fiscal quarter immediigbreceding
the announcement of such Business Combination; and

(C) if applicable, the price per share equal toghmings per share of Common Stock for the follichinsecutive
quarters immediately preceding the record dateddcitation of votes on such Business Combinatinaltiplied by the ratio (if any) of the
highest price of the Interested Stockholder’s sihakng its most recent four fiscal quarters, t® #arnings per share of the Interested
Stockholder’s stock for such four full consecutiuerters.

(c) For purposes of this Article SIXTH:

(i) The term “Business Combination” shall mean &aysaction which is referred to in anyone or nafrthe following
clauses (A) through (E):

(A) any merger or consolidation of the Corporatwrany Subsidiary with or into (1) any Interestedcgholder or
(2) any other corporation (whether or not itselfliaierested Stockholder) which, after such mergewoosolidation, would be an Affiliate or
Associate of an Interested Stockholder;



(B) any sale, lease, exchange, mortgage, pledgygsfar or other disposition or any security arramget, investment,
loan advance, guarantee, agreement to purchasgnagnt to pay, extension of credit, joint ventuagipipation or other similar arrangement
(in one transaction or a series of related tramsas), with or for the benefit of any Interested&holder or any Affiliate or Associate of any
Interested Stockholder, involving any assets, stesior commitments of the Corporation or any S$dibsy which, including all contemplat:
future events, have an aggregate Fair Market Vali$1.0,000,000 or more or constituting more thae fiercent (5%) of the book value of
the total assets (in the case of transactionswnwplassets or commitments other than Capital $tocknore than five percent (5%) of the
stockholders’ equity (in the case of transactionsapital Stock) of the entity in question (eachSabstantial Part”), as reflected in the most
recent fiscal year-end consolidated balance sHestal entity existing at the time the stockholdafrthe Corporation would be required to
approve or authorize the Business Combination inmgla Substantial Part of the assets, securitidfoa commitments of the Corporation;

(C) the adoption of any plan or proposal for tlggiidation or dissolution of the Corporation or &y amendment to
the By-Laws or to this Certificate of Incorporatiproposed by or on behalf of an Interested Stoddrabr any Affiliate or Associate of any
Interested Stockholder;

(D) any reclassification of securities (includingyaeverse stock split), or recapitalization of @&rporation, or any
merger or consolidation of the Corporation with afiyts Subsidiaries or any similar transaction ét¥fer or not with or into or otherwise
involving an Interested Stockholder) which hasdffect, directly or indirectly, of increasing theoportionate share of the outstanding shares
of any class or series of Capital Stock, or anyisBes convertible into Capital Stock or equitesaties of any Subsidiary, which is
beneficially owned by any Interested Stockholdeamy Affiliate or Associate of any Interested Stockler; or

(E) any agreement, contract or arrangement progiftinany one or more of the actions specifiechiforegoing
clauses (A) through (D).

(if) The term “person” shall mean any individuaind, corporation or other entity and shall incluatey group comprised of
any person and any other person with whom sucloparsany Affiliate or Associate of such person hag agreement, arrangement or
understanding, directly or indirectly, for the pasg of acquiring, holding, voting or disposing @fital Stock.

(iii) The term “Interested Stockholder” shall meamy person (other than the Corporation or any Slidryi and other than
any profit-sharing, employee stock ownership oeo#mployee benefit plan of the Corporation or &npsidiary or any trustee or fiduciary
with respect to any such plan when acting in swagiacity) who or which, as of the record date ferdietermination of stockholders entitlec
notice of and to vote on such Business Combinatormmediately prior to the consummation of angtstransaction:

(A) is, or has announced or publicly disclosedanpir intention to become, the beneficial owneteafpercent
(10%) or more of the Voting Shares; or



(B) is an Affiliate or Associate of the Corporatiand at any time within the two year period priothie date in
guestion was the beneficial owner of ten perced¥{lLlor more of the Voting Shares.

For purposes of determining whether a person ist@nested Stockholder pursuant to this Subpar&ge)(iii) of this Article SIXTH, the
number of Voting Shares shall include shares dedyeadficially owned through application of Subpaagd (c) (iv) of this Article SIXTH,
but shall not include any other Voting Shares whiwdy be issuable pursuant to any agreement, amageor understanding, or upon
exercise of conversion rights, warrants or opti@angtherwise.

(iv) A person shall be a “beneficial owner” of avigting Shares:
(A) which such person or any of its Affiliates osgociates beneficially owns, directly or indirecty

(B) which such person or any of its Affiliates osgociates has (1) the right to acquire (whetheh sight is
exercisable immediately or only after the passddien®), pursuant to any agreement, arrangemeunhderstanding or upon the exercise of
conversion rights, exchange rights, warrants oioapt or otherwise; (2) the right to vote pursuandny agreement, arrangement or
understanding; or (3) which are beneficially owngidectly or indirectly, by any other person witiah such first mentioned person or an
its Affiliates or Associates has any agreemengragement or understanding for the purposes of enguholding, voting or disposing of any
shares of Capital Stock of the Corporation.

(v) The terms “Affiliate” and “Associate” shall hawhe respective meanings ascribed to such terfRelan12b-2 under the
Exchange Act as in effect on the date of filingst@iertificate of Incorporation with the Secretafystate of the State of Delaware (the term
“registrant” in such Rule 12b-2 meaning in thisec#tse Corporation).

(vi) The term “Subsidiary” means any company of etha majority of any class of equity security isé#cially owned by
the Corporation; provided, however, that for thepmses of the definition of “Interested Stockhotdsat forth in Subparagraph (c) (iii) of this
Article SIXTH, the term “Subsidiary” shall mean grd company of which a majority of each class afiggsecurity is beneficially owned by
the Corporation.

(vii) The term “Continuing Director” means a perssho was a member of the Board of Directors ofGloeporation
elected by the public stockholders prior to theededt of which the Interested Stockholder becanmiatarested Stockholder and who remait
member of the Board of Directors of the Corporatisrof the date in question, or a person desigr{atfdre his initial election as a director)
as a Continuing Director by a majority of the tl&ontinuing Directors and who remains a member @Bbard of Directors of the
Corporation as of the date in question.

(viii) The term “Fair Market Value” shall mean (4) the case of cash, the amount of such cashn(Bje case of stock, the
highest closing sale price during the 30-day peiimtiediately preceding the date in question ofaelof such stock on the Composite Tape
for New York Stock Exchange-Listed Stocks, or u€ls stock is not



guoted on such Composite Tape, on the New YorkkIexchange, or if such stock is not listed on sexthange, on the principal United
States securities exchange registered under theafge Act on which such stock is listed, or, iftestock is not listed on any such exchange,
the highest closing bid quotation with respect &hare of such stock during the 30-day period pliegethe date in question on the National
Association of Securities Dealers, Inc. Automatemf@tions System or any similar system then in asé,no such quotations are available,
the fair market value on the date in question sfiare of such stock as determined by a majoriti@fContinuing Directors in good faith; and
(C) in the case of property other than cash orkstihe fair market value of such property on theeda question as determined by a majority
of the Continuing Directors in good faith.

(ix) The term “Voting Shares” shall mean the outgliag shares of Capital Stock of the Corporatictitled to vote
generally in the election of directors, considefi@dthe purpose of this Article SIXTH as one class.

(d) A majority of the directors shall have the powad the duty to determine for purposes of thischr SIXTH on the basis of
information known to them, (i) the number of VotiByares beneficially owned by any person, (ii) Wwket person is an Affiliate or
Associate of another, (iii) whether a person haagreement, arrangement or understanding with anahto the matters referred to in
Subparagraphs (c) (iii) and (c) (iv), or (iv) fannposes of Subparagraph (c) (i) (B), whether tisetas securities or commitments subject to
any Business Combination constitute a Substansigldf the Corporation or any of its Subsidiaries.

(e) Nothing in this Article SIXTH shall be constduto relieve any Interested Stockholder from adydiary obligation imposed |
law.

SEVENTH: No director shall be personally liablethe Corporation or any of its stockholders for ntangdamages for breach of
fiduciary duty as a director, except to the extwnth exemption from liability or limitation thereisf not permitted under the DGCL as the
same currently exists or may hereafter be amerntidee DGCL is amended hereafter to authorize th#hér elimination or limitation of the
liability of directors, then the liability of a dictor of the Corporation shall be eliminated oritéd to the fullest extent authorized by the
DGCL, as so amended. Any repeal or modificatiothisf Article SEVENTH by the stockholders of the @oration shall not adversely affect
any right or protection of a director of the Corgibwn existing at the time of such repeal or medifion with respect to acts or omissions
occurring prior to such repeal or modification.

EIGHTH: (a) The Corporation shall indemnify itselitors and officers to the fullest extent authatiae permitted by law, as now or
hereafter in effect, and such right to indemnifimatshall continue as to a person who has ceaskee &odirector or officer of the Corporation
and shall inure to the benefit of his or her hassgcutors and personal and legal representativegided, however, that, except for
proceedings to enforce rights to indemnificatidvg €orporation shall not be obligated to indemaifiy director or officer (or his or her heirs,
executors or personal or legal representativesdimection with a proceeding (or part thereof)aéd by such person unless such procee
(or part thereof) was authorized or consented tthbyBoard of Directors. The right to indemnificaticonferred by this Article EIGHTH sh
include the right to be paid by the Corporationéikpenses incurred in defending or otherwise ppdiimg in any proceeding in advance o
final disposition.



(b) The Corporation may, to the extent authorizedhftime to time by the Board of Directors, proviitghts to indemnification
and to the advancement of expenses to employeesgmmds of the Corporation similar to those coeféin this Article EIGHTH to directors
and officers of the Corporation.

(c) The rights to indemnification and to the adwament of expenses conferred in this Article EIGHSH4I not be exclusive of
any other right which any person may have or magdféer acquire under this Certificate of Incorpiana, the By-Laws of the Corporation,
any statute, agreement, vote of stockholders amtdigsted directors or otherwise.

(d) Any repeal or modification of this Article EIGHH by the stockholders of the Corporation shall axbersely affect any rights
to indemnification and to the advancement of expsmg a director or officer of the Corporation ¢ixig at the time of such repeal or
modification with respect to any acts or omissionsurring prior to such repeal or modification.

NINTH: Any action required or permitted to be takanthe stockholders of the Corporation must beatd at a duly called annual or
special meeting of stockholders of the Corporatéond the ability of the stockholders to consemiiting to the taking of any action is here
specifically denied.

TENTH: Meetings of stockholders may be held witbhirwithout the State of Delaware, as the By-Lawy pravide. The books of the
Corporation may be kept (subject to any provisiontained in the DGCL) outside of the State of Deleavat such place or places as may be
designated from time to time by the Board of Dicestor in the By-Laws of the Corporation.

ELEVENTH: In furtherance and not in limitation dfe powers conferred upon it by the laws of theeSthtDelaware and by this
Certificate of Incorporation, the Board of Direc@hall have the power to adopt, amend, alterpgalethe Corporation’s By-Laws. The
affirmative vote of at least a majority of the eatBoard of Directors shall be required to adoptead, alter or repeal the Corporation’s By-
Laws. The Corporation’s By-Laws also may be adopaetended, altered or repealed by the affirmatote wf the holders of at least eighty
percent (80%) of the voting power of the sharegledtto vote at an election of directors.

TWELFTH: The Corporation reserves the right to acdheaiter, change or repeal any provision containgtis Certificate of
Incorporation in the manner now or hereafter pibscrin this Certificate of Incorporation, the Coration’s By-Laws or the DGCL, and all
rights herein conferred upon stockholders are gdhatibject to such reservation; provided, howehat, notwithstanding any other provision
of this Certificate of Incorporation (and in additito any other vote that may be required by ldwé,affirmative vote of the holders of at le
eighty percent (80%) of the voting power of therskantitled to vote at an election of directorallshe required to amend, alter, change or
repeal, or to adopt any provision as part of thestificate of Incorporation inconsistent with therpose and intent of Articles FIFTH, SIXTH,
EIGHTH and ELEVENTH of this Certificate of Incorgdion or this Article TWELFTH.
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Exhibit 3.2
AMENDED AND RESTATED BY -LAWS OF

INNOSPEC INC.
(hereinafter called the “Corporation”)

ARTICLE |
OFFICES

Section 1Registered Office. The registered office of theg@woation shall be in the City of Wilmington, CourdfyNew Castle, State of
Delaware.

Section 20ther Offices. The Corporation may also have offiaesuch other places, both within and withoutStete of Delaware, as
the Board of Directors may from time to time deteren

ARTICLE Il
MEETINGS OF STOCKHOLDERS

Section 1Place of Meetings. Meetings of the stockholdergHerelection of directors or for any other purpsikell be held at such time
and place, either within or without the State ofdare, as shall be designated from time to timéhkyBoard of Directors and stated in the
notice of the meeting or in a duly executed wanfemotice thereof.

Section 2Annual Meetings. The annual meetings of stockhaldérll be held on such date and at such timeadiskghdesignated from
time to time by the Board of Directors and statethie notice of the meeting, at which meetingsstioekholders shall elect directors, and
transact such other business as may properly hegbttefore the meeting. Written notice of the aimoeeting stating the place, date and
hour of the meeting shall be given to each stoakroéntitled to vote at such meeting not less teamor more than sixty days before the
of the meeting.

Section 3Special Meetings. Unless otherwise prescribed Wwydaby the certificate of incorporation of the @oration, as amended and
restated from time to time (the “Certificate of émporation”), special meetings of stockholders rhaycalled, for any purpose or purposes, by
(i) the Chairman of the Board of Directors, (iiptRresident, or (iii) the Board of Directors. Thudlity of the stockholders to call a special
meeting of stockholders is hereby specifically ddniAt a special meeting of the stockholders, enlgh business shall be conducted as shall
be specified in the notice of meeting (or any sappnt thereto) given by or at the direction ofBoard of Directors. Written notice of a
special meeting stating the place, date and hotlreofmeeting and the purpose or purposes for wthiglmeeting is called shall be given not
less than ten (10) nor more than sixty (60) dayerbehe date of the meeting to each stockholdétiexhto vote at such meeting.

Section 4Quorum; Adjournments, Postponements and Canceia



(a) Except as otherwise required by law or by tketificate of Incorporation, the holders of a méajoof the capital stock issued
and outstanding and entitled to vote thereat, ptaagoerson or represented by proxy, shall camstia quorum at all meetings of the
stockholders for the transaction of business. Arigng once established, shall not be broken by tttedwawal of enough votes to leave less
than a quorum.

(b) Whether or not a quorum is present, any anouspecial meeting of the stockholders may be adgdito another date,
without notice other than announcement at the megghiy the Chairman of the meeting or by a majoritie of the shares represented at such
meeting. At such adjourned meeting, at which a guoshall be present or represented, any businegbenmansacted which might have b
transacted at the meeting as originally noticethdfadjournment is for more than thirty (30) daysif after the adjournment a new record
date is fixed for the adjourned meeting, a noticdhe adjourned meeting shall be given to eachkbimider entitled to vote at the meeting not
less than ten nor more than sixty days before #te of the meeting.

(c) Any previously scheduled meeting of the stoddtbs may be postponed, and (unless the Certifafdtgcorporation provides
otherwise) any special meeting of the stockholdeag be canceled, by resolution of the Board of @ows upon public notice given prior to
the date previously scheduled for such meeting@stockholders.

Section 5Proxies. Any stockholder entitled to vote may darsperson or by his or her proxy appointed byrestrument in writing
subscribed by such stockholder or by his or hera#ly thereunto authorized, delivered to the Sapyeif the meeting; provided, however,
that no proxy shall be voted or acted upon aftexdlyears from its date, unless such proxy proviolea longer period. Without limiting the
manner in which a stockholder may authorize angbleeson or other persons to act for him or herrasyp either of the following shall
constitute a valid means by which a stockholder grayt such authority:

(a) A stockholder may execute a writing authorizampther person or other persons to act for suetkisolder as proxy. Executit
may be accomplished by the stockholder or suctkktider's authorized officer. director, employeeagent signing such writing or causing
such stockholder’s signature to be affixed to swdking by any reasonable means, including, butlinoted to, by facsimile signature.

(b) A stockholder may authorize another persontloeropersons to act for such stockholder as prgxydmsmitting or authorizing
the transmission of a telegram or other meansestm@nic transmission to the person who will bettbkler of the proxy or to a proxy
solicitation firm. proxy support service organinatior like agent duly authorized by the person wilbbe the holder of the proxy to receive
such transmission, provided that any such telegnaather means of electronic transmission museeilet forth or be submitted with
information from which it can be determined that thlegram or other electronic transmission wakaized by the stockholder.

Any copy, facsimile telecommunication or otherable reproduction of the writing or transmissiothawizing another person or other
persons to act as proxy for a stockholder may bstiuted or used in lieu of the original writingtoansmission for any and all purposes for
which the original writing or transmission could lxeed; provided, however, that such copy, facsiteilecommunication or other
reproduction shall be a complete reproduction efehtire original writing or transmission.
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Section 6Voting. Except as otherwise required by law, thetiieate of Incorporation or these By-Laws, atmaketings of the
stockholders at which a quorum is present, thenaffiive vote of the majority of shares presentarspn or represented by proxy at the
meeting and entitled to vote on the subject matigting as a single class, shall be the act ostbekholders in all matters other than the
election of directors. Directors shall be electgdtplurality of the votes of the shares presemarson or represented by proxy at the meeting
and entitled to vote on the election of directorsjng as a single class. The Board of Directarsts discretion, or the officer of the
Corporation presiding at a meeting of the stockéisdin his or her discretion, may require that amigs cast at such meeting shall be cast by
written ballot..

Section 7Nature of Business at Meetings of StockholdersbN&iness may be transacted at an annual meetstgakholders, other
than business that is either (a) specified in thté&ca of meeting (or any supplement thereto) givgror at the direction of the Board of
Directors (or any duly authorized committee theye(f) otherwise properly brought before the anmeéting by or at the direction of the
Board of Directors (or any duly authorized comndtteereof) or (c) otherwise properly brought befine annual meeting by any stockholder
of the Company (i) who is a stockholder of recondlve date of the giving of the notice providedifothis Section 7 and on the record date
for the determination of stockholders entitled tdevat such annual meeting and (ii) who compligh tie notice procedures set forth in this
Section 7.

In addition to any other applicable requiremerts business to be properly brought before an anmeaking by a stockholder, such
stockholder must have given timely notice theregfrioper written form to the Secretary of the Conypa

To be timely, a stockholder’s notice to the Secketaust be delivered to or mailed and receivedhatarincipal executive offices of the
Company not less than sixty (60) days nor more tiiaety (90) days prior to the anniversary datéhefimmediately preceding annual
meeting of stockholders; provided, however, thahaevent that the annual meeting is called fdate that is not within thirty (30) days
before or after such anniversary date, notice bystbckholder in order to be timely must be soivecknot later than the close of business on
the tenth (10th) day following the day on whichicetof the date of the annual meeting was mailgaubtic announcement of the date of the
annual meeting was made, whichever first occuraolevent shall the public announcement of an adjoent of an annual meeting
commence a new time period for the giving of aldtotder’s notice as described above.

To be in proper written form, a stockholder’s netto the Secretary must set forth as to each nmitdr stockholder proposes to bring
before the annual meeting (i) a brief descriptibthe business desired to be brought before thaammeeting and the reasons for conducting
such business at the annual meeting, (ii) the remderecord address of such stockholder, (iii) thescor series and number of shares of
capital stock of the Company which are owned beradly or of record by such stockholder, (iv) a cistion of all arrangements or
understandings between such stockholder and ary p#ison or persons (including their names) imeotion with the proposal of such
business by such stockholder and any materialdstef such stockholder in such business and (gpesentation that such stockholder
intends to appear in person or by proxy at the ahmeeting to bring such business before the mgetin
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No business shall be conducted at the annual ngeefistockholders except business brought bef@eatimual meeting in accordance
with the procedures set forth in this Section dymied, however, that, once business has been iydpeught before the annual meeting in
accordance with such procedures, nothing in thisi@e7 shall be deemed to preclude discussiomigystockholder of any such business. If
the Chairman of an annual meeting determines thgihbss was not properly brought before the anmeating in accordance with the
foregoing procedures, the Chairman shall declatka@aneeting that the business was not properlydirbbefore the meeting and such
business shall not be transacted.

For purposes of this Section 7, “public announceismall mean an announcement in a press releaseteel by the Dow Jones News
Service, Associated Press or comparable nationes service or in a document publicly filed by ther@oration with the Securities and
Exchange Commission pursuant to Section 13,14 @) 15 the Securities Exchange Act of 1934, as atedi(the “Exchange Act”).

Section 8List of Stockholders Entitled to Vote. The officafrthe Corporation who has charge of the stockdedd the Corporation
shall prepare and make, at least ten days befeny eveeting of stockholders, a complete list ofdtuckholders entitled to vote at the
meeting, arranged in alphabetical order, and shgwia address of each stockholder and the numtsdrasés registered in the name of each
stockholder. Such list shall be open to the exatitinaf any stockholder, for any purpose germanééomeeting, during ordinary business
hours, for a period of at least ten (10) days pieahe meeting, either at a place within the wihere the meeting is to be held, which place
shall be specified in the notice of the meetingjfarot so specified, at the place where the megs to be held. The list shall also be
produced and kept at the time and place of theingedtrring the whole time thereof, and may be icosge by any stockholder of the
Corporation who is present.

Section 9Stock Ledger. The stock ledger of the Corporatiwadlde the only evidence as to who are the stddehs entitled to examir
the stock ledger, the list required by Section &af Article 11 or the books of the Corporation,to vote in person or by proxy at any meeting
of stockholders.

Section 10Record Date. In order that the Corporation mayrdates the stockholders entitled to notice of ovéde at any meeting of
stockholders or any adjournment thereof, or ewtittereceive payment of any dividend or other hstion or allotment of any rights, or
entitled to exercise any rights in respect of dmgnge, conversion or exchange of stock, or foptheose of any other lawful action, the
Board of Directors may fix a record date, whichamekcdate shall not precede the date upon whichetba@ution fixing the record date is
adopted by the Board of Directors and which recat# (a) in the case of determination of stockhrsléatitled to vote at any meeting of
stockholders or adjournment thereof, shall not leeenthan sixty (60) nor less than ten (10) daysiecthe date of such meeting; and (b) ir
case of any other action, shall not be more thety §60) days prior to such other action. If noartdate is fixed: (x) the record date for
determining stockholders entitled to notice of@wbte at a meeting of stockholders shall be atkbse of business on the day next preceding
the day on which notice is given, or, if noticemMaived, at the close of business on the day nextgating the day on which the meeting is
held; and (y) the record date for determining shadtters for any other purpose shall be at the addsrisiness on the day on which the Board
of Directors adopts the resolution relating therdtaletermination of stockholders of record entitte notice of or to vote at a meeting of
stockholders shall apply to any adjournment ofrtteeting; provided, however, that the Board of Oivex may fix a new record date for the
adjourned meeting.



Section 11lnspectors of Election. In advance of any meetihstackholders, the Board by resolution or the @han or President shall
appoint one or more inspectors of election to att@meeting and make a written report thereoke @nmore other persons may be
designated as alternate inspectors to replacenapgétor who fails to act If no inspector or altgenis present, ready and willing to act at a
meeting of stockholders, the Chairman of the mgethmall appoint one or more inspectors to actantiketing. Unless otherwise required by
law, inspectors may be officers, employees or agehthe Corporation. Each inspector, before emgenpon the discharge of his or her du
shall take and sign an oath faithfully to exectte duties of inspector with strict impartiality aadcording to the best of his or her ability.
inspector shall have the duties prescribed by lagvshall take charge of the polls and, when the i®stompleted, shall make a certificate of
the result of the vote taken and of such othesfastmay be required by law.

ARTICLE Il
DIRECTORS

Section 1The Board of Directors shall consist of not lesmtthree nor more than twelve members, the exaabats of which shall be
determined from time to time by resolution adogigdhe Board of Directors. Except as provided iotl®@ 3 of this Article Il and
notwithstanding Section 6 of Article Il, directasball be elected by the stockholders at the ammeetings of stockholders, and at each
election the persons receiving the greatest numibestes, up to the number of directors then teleeted, shall be the persons then elected.
Each director so elected shall hold office untitsdirector’s successor is duly elected and qealjfor until such director’s death, or until
such director’s earlier resignation or remove. Btioes need not be stockholders.

Section 2Nomination of Directors. Only persons who are naated in accordance with the following procedurealidie eligible for
election as directors of the Company, except aslmeagtherwise provided in the Certificate of Inamation with respect to the right of
holders of preferred stock of the Corporation tmimate and elect a specified number of directoreittiain circumstances. Nominations of
persons for election to the Board of Directors haynade at any annual meeting of stockholders, amyaspecial meeting of stockholders
called for the purpose of electing directors, (apbat the direction of the Board of Directors émy duly authorized committee thereof) or
(b) by any stockholder of the Company (i) who &ackholder of record on the date of the givinghef notice provided for in this Section 2
and on the record date for the determination afldtolders entitled to vote at such meeting andaiip complies with the notice procedures
set forth in this Section 2.

In addition to any other applicable requiremerds,a nomination to be made by a stockholder, stadtkkolder must have given timely
notice thereof in proper written form to the Seargtof the Company.

To be timely, a stockholder’s notice to the Secketaust be delivered to or mailed and receivedatarincipal executive offices of the
Company (a) in the case of an annual meeting,asstthan sixty (60) days nor more than ninety 8§k prior to the anniversary date of the
immediately preceding annual meeting of stockha@derovided, however, that in the event that theuahmeeting is called for a date that is
not within thirty (30) days before



or after such anniversary date, notice by the $tolcler in order to be timely must be so receivedater than the close of business on the
tenth (10th) day following the day on which notafethe date of the annual meeting was mailed olipalnnouncement of the date of the
annual meeting was made, whichever first occurd,(Bjin the case of a special meeting of stockéraldalled for the purpose of electing
directors, not later than the close of businesthententh (10th) day following the day on whichioetof the date of the special meeting was
mailed or public announcement of the date of trexigph meeting was made, whichever first occursidrevent shall the public announcement
of an adjournment of an annual meeting commena®natime period for the giving of a stockholder’'dine as described above.

To be in proper written form, a stockholder’s netto the Secretary must set forth (a) as to eaopavhom the stockholder proposes
to nominate for election as a director (i) the naage, business address and residence addresshgfenson, (ii) the principal occupation or
employment of such person, (iii) the class or sesied number of shares of capital stock of the Gmmyppvhich are owned beneficially or of
record by such person and (iv) any other infornmat&dating to such person that would be requireloketalisclosed in a proxy statement or
other filings required to be made in connectiorhveiblicitations of proxies for election of direcdgrursuant to Section 14 of the Exchange
Act, and the rules and regulations promulgatedetiveder; and (b) as to the stockholder giving th&cadi) the name and record address of
such stockholder, (ii) the class or series and rarmobshares of capital stock of the Company whiehowned beneficially or of record by
such stockholder, (iii) a description of all arrangents or understandings between such stockhatdezach proposed nominee and any other
person or persons (including their names) purstzawhich the nomination(s) are to be made by stwtkbolder, (iv) a representation that
such stockholder intends to appear in person g@rbyy at the meeting to nominate the persons namisl notice and (v) any other
information relating to such stockholder that wobkdrequired to be disclosed in a proxy statemeatteer filings required to be made in
connection with solicitations of proxies for electiof directors pursuant to Section 14 of the ErgeaAct and the rules and regulations
promulgated thereunder. Such notice must be acooegbéry a written consent of each proposed nonmiméeing named as a nominee an
serve as a director if elected.

No person shall be eligible for election as a doeof the Company unless nominated in accordaritetive procedures set forth in this
Section 2. If the Chairman of the meeting determithat a nomination was not made in accordancethgtlioregoing procedures, the
Chairman shall declare to the meeting that the natitin was defective and such defective nominatfwil be disregarded.

For purposes of this Section 2, “public announcdirgmall mean an announcement in a press relepseteel by the Dow Jones News
Service, Associated Press or comparable nationes service or in a document publicly filed by ther@oration with the Securities and
Exchange Commission pursuant to Section 13, 14)of the Exchange Act.

Section 3Vacancies. Subject to the terms of anyone or mlasses or series of preferred stock, any vacandheBoard of Directors
that results from an increase in the number ofctiirs may be filled by a majority of the directtinen in office, provided that a quorum is
present, and any other vacancy occurring on thedBaaDirectors may be filled by a majority of tBeard of Directors then in office, even if
less than a quorum, or by a sole remaining diredtotwithstanding the foregoing, whenever the hiddg#f anyone or more class or classes or
series of preferred stock of the Corporation shalle the right, voting
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separately as a class, to elect directors at amahion special meeting of stockholders, the elegtierm of office, filling of vacancies and ot
features of such directorships shall be governethé\Certificate of Incorporation.

Section 4Duties and Powers. The business of the Corporatiaii be managed by or under the direction of tbar8 of Directors whic
may exercise all such powers of the Corporationdmdll such lawful acts and things as are nottagute or by the Certificate of
Incorporation or by these By-Laws required to bereised or done by the stockholders.

Section 50rganization. At each meeting of the Board of Diiveg, the Chairman of the Board of Directors, ntis or her absence, a
director chosen by a majority of the directors presshall act as Chairman. The Secretary of thp@ation shall act as Secretary at each
meeting of the Board of Directors. In case the &ecy shall be absent from any meeting of the Boafdirectors, an Assistant Secretary
shall perform the duties of Secretary at such mggtind in the absence from any such meeting db#éweetary and all the Assistant
Secretaries, the Chairman of the meeting may appaynperson to act as Secretary of the meeting.

Section 6Resignations and Removals of Directors. Any direofahe Corporation may resign at any time, byirgwvritten notice to
the Chairman of the Board of Directors, the Pradide the Secretary of the Corporation. Such restign shall take effect at the time therein
specified or, if no time is specified, immediatedyid, unless otherwise specified in such notia atfteptance of such resignation shall not be
necessary to make it effective. Except as othervaigaired by law and subject to the rights, if anfythe holders of shares of preferred stock
then outstanding, any director or the entire BadrDirectors may be removed from office at any tifnet only for cause, and only by the
affirmative vote of the holders of at least a mi#yjoin voting power of the issued and outstandiagital stock of the Corporation entitled to
vote in the election of directors.

Section 7Meetings. The Board of Directors of the Corporatioay hold meetings, both regular and special, eithihin or without the
State of Delaware. Regular meetings of the Boaidifctors may be held at such time and at suoatepa may from time to time be
determined by the Board of Directors and, unlegsired by resolution of the Board of Directors,waitit notice. Special meetings of the
Board of Directors may be called by the ChairmathefBoard of Directors, the Vice Chairman, if thée one, or a majority of the directors
then in office. Notice thereof stating the placatedand hour of the meeting shall be given to e#aector either by mail not less than forty-
eight (48) hours before the date of the meetingelphone, facsimile or telegram on twenty-fout)(Bours’ notice, or on such shorter notice
as the person or persons calling such meeting rregdhecessary or appropriate in the circumstances.

Section 8Quorum. Except as may be otherwise required by tlaevCertificate of Incorporation or these By-Lawasall meetings of the
Board of Directors, a majority of the entire Boafdirectors shall constitute a quorum for the s@etion of business and the act of a maj
of the directors present at any meeting at whiehetlis a quorum shall be the act of the Board oéd@ors. If a quorum shall not be present at
any meeting of the Board of Directors, the diregfaresent thereat may adjourn the meeting from timiene, without notice other than
announcement at the meeting of the time and plattee@adjourned meeting, until a quorum shall bespnt.
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Section 9Actions of Board. Unless otherwise provided by @eatificate of Incorporation or these By-Laws, aggion required or
permitted to be taken at any meeting of the Boafictors or of any committee thereof may be takéthout a meeting, if all the members
of the Board of Directors or committee, as the ¢aag be, consent thereto in writing, and the wgitim writings are filed with the minutes of
proceedings of the Board of Directors or committee.

Section 10Meetings by Means of Conference Telephone. Unldssrwise provided by the Certificate of Incorpovator these By-
Laws, members of the Board of Directors of the @aaion, or any committee designated by the Bo&iectors, may participate in a
meeting of the Board of Directors or such commitigeneans of a conference telephone or similar conications equipment by means of
which all persons participating in the meeting baar each other, and participation in a meetingyant to this Section 10 shall constitute
presence in person at such meeting.

Section 11Committees. The Board of Directors may, by resolufpassed by a majority of the entire Board of &iwes, designate one
or more committees, each committee to consist efamore of the directors of the Corporation. Bloard of Directors may designate on
more directors as alternate members of any comenittho may replace any absent or disqualified membany meeting of any such
committee. In the absence or disqualification afember of a ‘committee, and in the absence of mason by the Board of Directors of an
alternate member to replace the absent or disepaliiember, the member or members thereof presanyaneeting and not disqualified
from voting, whether or not he or they constituguarum, may unanimously appoint another membéneBoard of Directors to act at the
meeting in the place of any absent or disqualiffeamber. Any committee, to the extent permittedavy &nd provided in the resolution
establishing such committee, shall have and mascesesall the powers and authority of the Boar®wéctors in the management of the
business and affairs of the Corporation. Each catamshall keep regular minutes and report to th&r® of Directors when required.

Section 12Compensation. The directors may be paid their esgrif any, of attendance at each meeting of tdsdof Directors and
may be paid a fixed sum for attendance at eachingeet the Board of Directors or a stated salansuch other emoluments as the Board of
Directors shall from time to time determine. Nolspayment shall preclude any director from sertirggCorporation in any other capacity
and receiving compensation therefor. Members ofigper standing committees may be allowed like pensation for attending committee
meetings.

Section 13Interested Directors. No contract or transactiomvben the Corporation and one or more of its dinescor officers, or
between the Corporation and any other corporatiartnership, association, or other organizationtiich one or more of its directors or
officers are directors or officers, or have a ficiahinterest, shall be void or voidable solely fois reason, or solely because the director or
officer is present at or participates in the magtihthe Board of Directors or committee thereofahhauthorizes the contract or transactiol
solely because such person’s or their votes areteddor such purpose if (i) the material factéaasuch person’s or their relationship or
interest and as to the contract or transactiom&sosed or are known to the Board of Directorthercommittee, and the Board of Directors
or committee in good faith authorizes the contaadransaction by the affirmative votes of a mdyodf the disinterested directors, even
though the disinterested directors be less thamoeugn; or (ii) the material facts as to such peison their relationship or interest and as to
the contract or transaction are disclosed or aosvkn



to the stockholders entitled to vote thereon, dwedcontract or transaction is specifically approwegood faith by vote of the stockholders; or
(Hi) the contract or transaction is fair as to @arporation as of the time it is authorized, appibor ratified, by the Board of Directors, a
committee thereof or the stockholders. Common terésted directors may be counted in determiniegptiesence of a quorum at a meeting
of the Board of Directors or of a committee whichlreorizes the contract or transaction.

ARTICLE IV
OFFICERS

Section 1General. The officers of the Corporation shall hesen by the Board of Directors and shall be aidk¥ag a Secretary and a
Treasurer. The Board of Directors, in its discretimay also choose a Chairman of the Board of Biregwho must be a director) and one or
more Vice Presidents, Assistant Secretaries, Asgidireasurers and other officers. Any number fites may be held by the same person,
unless otherwise prohibited by law, the Certificatténcorporation or these Blyaws. The officers of the Corporation need nottoeldolders
of the Corporation nor, except in the case of thainan of the Board of Directors, need such offidee directors of the Corporation.

Section 2Election. The Board of Directors at its first megtheld after each Annual Meeting of Stockholdé&edi®lect the officers of
the Corporation who shall hold their offices focBuerms and shall exercise such powers and pedoom duties as shall be determined from
time to time by the Board of Directors; and allicéfs of the Corporation shall hold office untiethsuccessors are chosen and qualified, or
until their earlier resignation or removal. Anyioffr elected by the Board of Directors may be reedoat any time by the affirmative vote ¢
majority of the Board of Directors. Any vacancy oaing in any office of the Corporation shall befil by the Board of Directors. The
salaries of all officers of the Corporation shallfixed by the Board of Directors.

Section 3Voting Securities Owned by the Corporation. Povedrattorney, proxies, waivers of notice of meetiognsents and other
instruments relating to securities owned by thepGration may be executed in the name of and onlbehthe Corporation by the President
or any Vice President and any such officer mayhaname of and on behalf of the Corporation, tksuch action as any such officer may
deem advisable to vote in person or by proxy atraagting of security holders of any corporatiomvimich the Corporation may own
securities and at any such meeting shall possesmag exercise any and all rights and power inditiethe ownership of such securities and
which, as the owner thereof, the Corporation migivte exercised and possessed if present. The Bb&idectors may, by resolution, from
time to time confer like powers upon any other persr persons.

Section 4Chairman of the Board of Directors. The ChairmathefBoard of Directors, if there be one, shalkfte at all meetings of
the stockholders and of the Board of Directors.dptavhere by law the signature of the Presidergqsired, the Chairman of the Board of
Directors shall possess the same power as, th&lPneso sign all contracts, certificates and oihstruments of the Corporation which may
be authorized by the Board of Directors. Duringdbhsence or disability of the President, the Chairiof the Board of Directors shall exer:
all the powers and discharge all the duties ofRttesident. The Chairman of the Board of Directbdlsalso perform such other duties and
may exercise such other powers as from time to tirag be assigned to him or her by these By-Laws/dhe Board of Directors.
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Section 5President. The President shall, subject to therabat the Board of Directors and, if there be afe, Chairman of the Board
of Directors, have general supervision of the bessnof the Corporation and shall see that all srded resolutions of the Board of Directors
are carried into effect. The President shall exeailltbonds, mortgages, contracts and other ingnisof the Corporation requiring a seal,
under the seal of the Corporation, except whereired or permitted by law to be otherwise signed executed and except that the other
officers of the Corporation may sign and executeudrents when so authorized by these By-Laws, tteedBof Directors or the President. In
the absence or disability of the Chairman of thaf8mf Directors, or if there be none, the Predidéall preside at all meetings of the
stockholders and the Board of Directors. The Pezgtidhall be the Chief Executive Officer of the @ation. The President shall also
perform such other duties and may exercise suar gibwers as from time to time may be assignednboo her by these By-Laws or by the
Board of Directors.

Section 6Vice Presidents. At the request of the Presideim bis or her absence or in the event of his orirebility or refusal to act
(and if there be no Chairman of the Board of Dives), the Vice President or the Vice Presidentisdéfe is more than one (in the order
designated by the Board of Directors) shall perftiieduties of the President, and when so acthmg| bave all the powers of and be subject
to all the restrictions upon the President. Eaate\Rresident shall perform such other duties amd bach other powers as the Board of
Directors from time to time may prescribe. If théeno Chairman of the Board of Directors and nce\Rresident, the Board of Directors
shall designate the officer of the Corporation wihadhe absence of the President or in the evetiteoinability or refusal of the President to
act, shall perform the duties of the President,when so acting, shall have all the powers of andubject to all the restrictions upon the
President.

Section 7Secretary. The Secretary shall attend all meetigise Board of Directors and all meetings of stomklers and record all the
proceedings thereat in a book or books to be lepghkt purpose; the Secretary shall also perfdtenduties for the standing committees
when required. The Secretary shall give, or capgetgiven, notice of all meetings of the stockkeadcand special meetings of the Board of
Directors, and shall perform such other duties ag be prescribed by the Board of Directors or [ler#i, under whose supervision the
Secretary shall be. If the Secretary shall be wnabkhall refuse to cause to be given noticelghaktings of the stockholders and special
meetings of the Board of Directors, and if theraenbéAssistant Secretary. then either the Boardiaddiors or the President may choose
another officer to cause such naotice to be givére Fecretary shall have custody of the seal o€tivporation and the Secretary or any
Assistant Secretary, if there be one. shall hatiecaity to affix the same to any instrument requirit and when so affixed, it may be attested
by the signature of the Secretary or by the sigeatfiany such Assistant Secretary. The Board céd@rs may give general authority to any
other officer to affix the seal of the Corporatimmd to attest the affixing by his or her signatlifee Secretary shall see that all books. reports.
statements, certificates and other documents armdde required by law to be kept or filed are prhpkept or filed, as the case may be.

Section 8Treasurer. The Treasurer shall have the custotlyeoforporate funds and securities and shall keéprid accurate accounts
of receipts and disbursements in books belongirigedCorporation and shall deposit all moneys ahdrovaluable effects in the name and to
the credit of the Corporation in such depositoaéigsnay be designated by the Board of Directors.Trhasurer shall disburse the funds of the
Corporation as may be ordered by the Board of Barsctaking proper vouchers for such disbursemamis shall
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render to the President and the Board of Directdris regular meetings. or when the Board of @oes so requires. an account of all
transactions as Treasurer and of the financial iiondof the Corporation. If required by the BoarfdDirectors, the Treasurer shall give the
Corporation a bond in such sum and with such suresureties as shall be satisfactory to the Bo&iirectors for the faithful performance
of the duties of the office of Treasurer and fa thstoration to the Corporation, in case of thea$urer’s death, resignation, retirement or
removal from office, of all books, papers, vouchensney and other property of whatever kind inTheasurer’s possession or under control
of the Treasurer belonging to the Corporation.

Section 9Assistant Secretaries. Except as may be otherwiseded in these By-Laws, Assistant Secretariethafe be any, shall
perform such duties and have such powers as fromth time may be assigned to them by the BoaRirefctors, the President, any Vice
President, if there be one, or the Secretary, anide absence of the Secretary or in the evenisafrther disability or refusal to act, shall
perform the duties of the Secretary, and when sngcshall have all the powers of and be subjeelitthe restrictions upon the Secretary.

Section 10Assistant Treasurers. Assistant Treasurers, ietherany, shall perform such duties and have sowlers as from time to
time may be assigned to them by the Board of Dorscthe President, any Vice President, if thereree or the Treasurer, and in the absence
of the Treasurer or in the event of the Treasardisability or refusal to act, shall perform theids of the Treasurer, and when so acting, :
have all the powers of and be subject to all tisérictions upon the Treasurer. If required by tloall of Directors, an Assistant Treasurer
shall give the Corporation a bond in such sum aitll such surety or sureties as shall be satisfa¢tothe Board of Directors for the faithful
performance of the duties of the office of Assistareasurer and for the restoration to the Corpamatn case of the Assistant Treasurer’s
death, resignation, retirement or removal fromaeffiof all books, papers, vouchers, money and qfugrerty of whatever kind in the
Assistant Treasurer’s possession or under conttblecAssistant Treasurer belonging to the Corpanat

Section 110ther Officers. Such other officers as the Boar®inéctors may choose shall perform such dutiesteavé such powers as
from time to time may be assigned to them by tharBf Directors. The Board of Directors may detega any other officer of the
Corporation the power to choose such other offieasto prescribe their respective duties and pswer

ARTICLE V
STOCK

Section 1Form of Certificates. The certificates represenshgres of all classes or series of Stock of thp@ation shall be in such
form or forms as shall be approved by the BoarDiodctors, or the Corporation’s stock may be repnésd by uncertificated shares. In the
case of certificated shares, the Corporation staiver certificates representing shares to theksiolders of the Corporation entitled thereto.
Certificates representing such certificated shahedl be signed by the Chairman of the Board, tloe Chairman of the Board, the President
or the Vice President and either the TreasurereiGtinance Officer, the Assistant Treasurer, ther&ary or an Assistant Secretary and may,
but shall not be required to, bear the seal ofxboration or a facsimile thereof. The signaturesuch officers upon the certificate may be
facsimiles. In the event the original or facsinsignature on a certificate is
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of an officer who has ceased to be an officer leeforch certificate is issued, it may be issuechbyQorporation with the same effect as if
such person were such officer at the date of $isaisce.

Section 2Signatures. Any or all of the signatures on a fieatie may be a facsimile. In case any officemsfar agent or registrar who
has signed or whose facsimile signature has bemeglupon a certificate shall have ceased to Bedfiicer, transfer agent or registrar bet
such certificate is issued, it may be issued byQbgporation with the same effect as if such pemsere such officer, transfer agent or
registrar at the date of issue.

Section 3Lost, Destroyed, Stolen or Mutilated CertificatEle Board of Directors may direct a new certificatéde issued in place of
any certificate theretofore issued by the Corporatilleged to have been lost, stolen or destraygaly the making of an affidavit of that fact
by the person claiming the certificate of stoclkéolost, stolen or destroyed. When authorizing sssie of a new certificate, the Board of
Directors may, in its discretion and as a condipoecedent to the issuance thereof, require theepwfnsuch lost, stolen or destroyed
certificate, or such person’s legal representatvadvertise the same in such manner as the Bdd@ddectors shall require and/or to give the
Corporation a bond in such sum as it may dire@@smnity against any claim that may be made ag#iesCorporation with respect to the
certificate alleged to have been lost, stolen strdged.

Section 4Transfers. Stock of the Corporation shall be traradfle in the manner prescribed by law and in tBgskaws. Transfers of
stock shall be made on the books of the Corporaitioy by the person named in the certificate osbbgh person’s attorney lawfully
constituted in writing and upon the surrender efchrtificate therefor, properly endorsed for tfanand payment of all necessary transfer
taxes; provided, however, that such surrender addreement or payment of taxes shall not be regiirr@ny case in which the officers of
Corporation shall determine to waive such requirgimgvery certificate exchanged, returned or suteeed to the Corporation shall be
marked “Cancelled,” with the date of cancellatibpthe Secretary or Assistant Secretary of the @watpn or the transfer agent thereof. No
transfer of stock shall be valid as against theg@rtion for any purpose until it shall have beptered in the stock records of the Corpore
by an entry showing from and to whom transferred.

Section 5Transfer and Registry Agents. The Corporation magnftime to time maintain one or more transferaaf§ or agencies and
registry offices or agencies at such place or glasemay be determined from time to time by ther@oé&Directors.

Section 6Beneficial Owners. The Corporation shall be erditie recognize the exclusive right of a personsteged on its books as the
owner of shares to receive dividends, and to veteuagh owner, and to hold liable for calls and sssents a person registered on its books a
the owner of shares, and shall not be bound togréze any equitable or other claim to or interasduch share or shares on the part of any
other person, whether or not it shall have expoesgher notice thereof, except as otherwise pexvioy law.

ARTICLE VI
NOTICES

Section 1Notices. Whenever written notice is required by,ltve Certificate of Incorporation or these By-Lawgsbe given to any
director, member of a committee or stockholderhsumtice may be given by mail, addressed to sudtttir, member of a
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committee or stockholder, at such person’s addigssappears on the records of the Corporatiotih pastage thereon prepaid, and such
notice shall be deemed to be given at the time vitversame shall be deposited in the United Stasals Wiritten notice may also be given
personally or by telegram, facsimile, telex or eabl

Section 2Waivers of Notice.

(a) Whenever any notice is required by law, thetieate of Incorporation or these By-Laws, to beep to any director, member
of a committee or stockholder, a waiver thereokiiting, signed, by the person or persons entittesuch notice, whether before or after the
time stated therein, shall be deemed equivalenbtice. Attendance of a person at a meeting, ptéseperson or represented by proxy, shall
constitute a waiver of notice of such meeting, exeehere the person attends the meeting for theesgppurpose of objecting at the begini
of the meeting to the transaction of any businessibse the meeting is not lawfully called or comekn

(b) Neither the business to be transacted at,hoptirpose of, any regular or special meeting @stbckholders, directors or
members of a committee of directors need be sge€ifi any written waiver of notice unless so regdiby law, the Certificate of
Incorporation or these By-Laws.

ARTICLE VII
GENERAL PROVISIONS

Section 1Dividends. Subject to the requirements of the Dal@nGeneral Corporation Law and the provisionhefGertificate of
Incorporation, dividends upon the capital stockhaf Corporation may be declared by the Board oé@ars at any regular or special meeting
of the Board of Directors, and may be paid in caslproperty, or in shares of the Corporat®napital stock. Before payment of any divide
there may be set aside out of any funds of the @atjn available for dividends such sum or sumthasBoard of Directors from time to
time, in its absolute discretion, deems proper @Esarve or reserves to meet contingencies, guahasing any of the shares of capital st
warrants, rights, options, bonds, debentures, netep or other securities or evidences of indétass of the Corporation, or for equalizing
dividends, or for repairing or maintaining any pedy of the Corporation, or for any other propergose, and the Board of Directors may
modify or abolish any such reserve.

Section 2Disbursements. All checks or demands for moneyremes of the Corporation shall be signed by suibesfor officers or
such other person or persons as the Board of Direatay from time to time designate.

Section 3Fiscal Year. The fiscal year of the Corporationlisha fixed by resolution of the Board of Directors

Section 4Corporate Seal. The corporate seal shall haveibeztthereon the name of the Corporation, the gé#s organization and
the words “Corporate Seal, Delaware.” The seal beysed by causing it or a facsimile thereof tinfqressed or affixed or reproduced or
otherwise.
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ARTICLE VIl
INDEMNIFICATION

Section 1Power to Indemnify in Actions, Suits or Proceedi@iber than Those by or in the Right of the Corfiora Subject to
Section 3 of this Article VIII, the Corporation shimdemnify any person who was or is a party athi®atened to be made a party to any
threatened, pending or completed action, suit ocgeding, whether civil, criminal, administrativeiovestigative (other than an action by or
in the right of the Corporation) by reason of thetfthat such person is or was a director or affideéhe Corporation, or is or was a director or
officer of the Corporation serving at the requdshe Corporation as a director or officer, emplewe agent of another corporation,
partnership, joint venture, trust, employee bergéin or other enterprise, against expenses (imgjuattorneys’ fees), judgments, fines and
amounts paid in settlement actually and reasoriablyrred by such person in connection with sucfoacsuit or proceeding if such person
acted in good faith and in a manner such perssonadbly believed to be in or not opposed to thé ibesrests of the Corporation, and, with
respect to any criminal action or proceeding, Suetson had no reasonable cause to believe hig @ohduct was unlawful. The termination
of any action, suit or proceeding by judgment, ordettlement, conviction, or upon a plea of naatendere or its equivalent, shall not, of
itself, create a presumption that such person didiat in good faith and in a manner which sucls@ereasonably believed to be in or not
opposed to the best interests of the Corporatiod, &ith respect to any criminal action or proceggdhad reasonable cause to believe that his
or her conduct was unlawful.

Section 2Power to Indemnify in Actions, Suits or Proceedibgsor in the Right of the Corporation. SubjecStection 3 of this Article
VIII, the Corporation shall indemnify any personawvas or is a party or is threatened to be madetg o any threatened, pending or
completed action or suit by or in the right of tberporation to procure a judgment in its favor bggon of the fact that such person is or v
director or officer of the Corporation, or is or sva director or officer of the Corporation servatghe request of the Corporation as a dire:
officer, employee or agent of another corporatpartnership, joint venture, trust, employee ber@éin or other enterprise, against expenses
(including attorneysfees) actually and reasonably incurred by suchgpeirs connection with the defense or settlemerstugh action or suit
such person acted in good faith and in a manndr gerson reasonably believed to be in or not opbtséhe best interests of the
Corporation; except that no indemnification shallade in respect of any claim, issue or mattéo adich such person shall have been
adjudged to be liable to the Corporation unlessanid to the extent that the Court of Chanceryhar¢ourt in which such action or suit was
brought shall determine upon application that, deghe adjudication of liability but in view oflgdhe circumstances of the case, such person
is fairly and reasonably entitled to indemnity $oich expenses which the Court of Chancery or stiar court shall deem proper.

Section 3Authorization of Indemnification. Any indemnificath under this Article VIII (unless ordered by a dpshall be made by the
Corporation only as authorized in the specific agsen a determination that indemnification of tivector or officer is proper in the
circumstances because such person has met theapplstandard of conduct set forth in Section $emtion 2 of this Article VIII, as the ce
may be. Such determination shall be made (i) byaprity vote of the directors who are not partiestich action, suit or proceeding, even
though less than a quorum, or (ii) if there aresnoh directors, or if such directors so directindependent legal counsel in a written opinion,
or (iii) by the stockholders. To the extent, howetkat a director or officer of the Corporatiorshzeen
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successful on the merits or otherwise in defensmpfaction, suit or proceeding described abova defense of any claim, issue or matter
therein, such person shall be indemnified agaixgtlses (including attorneys’ fees) actually arsso@ably incurred by such person in
connection therewith, without the necessity of atittation in the specific case.

Section 4Good Faith Defined. For purposes of any deternnatinder Section 3 of this Article VIII, a persdrai be deemed to have
acted in good faith and in a manner such persasonadbly believed to be in or not opposed to th¢ inesrests of the Corporation, or, with
respect to any criminal action or proceeding, teehiaad no reasonable cause to believe his or meluct was unlawful, if such person’s
action is based on the records or books of acanfuthte Corporation or another enterprise, or onnmiation supplied to such person by the
officers of the Corporation or another enterpriséhie course of their duties, or on the adviceegél counsel for the Corporation or another
enterprise or on information or records given qorés made to the Corporation or another enterfysan independent certified public
accountant or by an appraiser or other expert teelegith reasonable care by the Corporation orteragnterprise. The term “another
enterprise” as used in this Section 4 shall megrodmer corporation or any partnership, joint veafurust, employee benefit plan or other
enterprise of which such person is or was servirigearequest of the Corporation as a directoiceff employee or agent The provisions of
this Section 4 shall not be deemed to be excluzite limit in any way the circumstances in whichexson may be deemed to have met the
applicable standard of conduct set forth in Sedtion2 of this Article VIII, as the case may be.

Section 5Indemnification by a Court. Notwithstanding any trany determination in the specific case underige@ of this Article
VIII, and notwithstanding the absence of any deteation thereunder, any director or officer may lgfp the Court of Chancery of the State
of Delaware or any other court of competent judtdn in the State of Delaware for indemnificatiorthe extent otherwise permissible under
Sections 1 and 2 of this Article VIII. The basissofch indemnification by a court shall be a detaation by such court that indemnificatior
the director or officer is proper in the circumatas because such person has met the applicabtasiarof conduct set forth in Section | or 2
of this Article VIII, as the case may be. Neitheramtrary determination in the specific case urgkstion 3 of this Article VIII nor the
absence of any determination thereunder shalldefense to such application or create a presumgiairthe director or officer seeking
indemnification has not met any applicable stanadmbnduct. Notice of any application for indenicaftion pursuant to this Section 5 shall
be given to the Corporation promptly upon the §jliof such application. If successful, in wholempart, the director or officer seeking
indemnification shall also be entitled to be pdid expense of prosecuting such application.

Section 6Expenses Payable in Advance. Expenses incurreddbngetor or officer in defending or investigatiaghreatened or pending
action, suit or proceeding shall be paid by thepBaation in advance of the final disposition of ls@ction, suit or proceeding upon receipt of
an undertaking by or on behalf of such directoofficer to repay such amount if it shall ultimatdélg determined that such person is not
entitled to be indemnified by the Corporation athatized in this Article VIII.

Section 7Nonexclusivity of Indemnification and Advancemeh&xpenses. The indemnification and advancemeakpénses provide
by or granted pursuant to this Article VIII shatitbe deemed exclusive of any other rights to whhdse seeking indemnification or
advancement of expenses may be entitled underahéi€ate of Incorporation or any By-Law, agreememontract, vote of stockholders or
disinterested directors or pursuant to the
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direction (howsoever embodied) of any court of cetept jurisdiction or otherwise, both as to aciiosuch person'’s official capacity and as
to action in another capacity while holding sucficef, it being the policy of the Corporation thatlemnification of the persons specified in
Section 1 and 2 of this Article VIII shall be matdethe fullest extent permitted by law. The proers of this Article VIII shall not be deemed
to preclude the indemnification of any person whaoat specified in Section 1 or 2 of this Articléd\Nbut whom the Corporation has the
power or obligation to indemnify under the provisoof the GCL, or otherwise.

Section 8Insurance. The Corporation may purchase and maimaurance on behalf of any person who is or wdisegtor or officer of
the Corporation, or is or was a director or offioéthe Corporation serving at the request of tbepGration as a director, officer, employee or
agent of another corporation, partnership, joimtuee, trust, employee benefit plan or other emiggpagainst any liability asserted against
such person and incurred by such person in any cadicity, or arising out of such person’s statusueh, whether or not the Corporation
would have the power or the obligation to indemmsifich person against such liability under the miowis of this Article VIII.

Section 9Certain Definitions. For purposes of this ArticléVreferences to “the Corporation” shall includie,addition to the resulting
corporation, any constituent corporation (includary constituent of a constituent) absorbed inresclidation or merger which, if its separ
existence had continued, would have had power atibdty to indemnify its directors or officers, #tat any person who is or was a director
or officer of such constituent corporation, or isa@s a director or officer of such constituentpmoation serving at the request of such
constituent corporation as a director, officer, taype or agent of another corporation, partnerghipt venture, trust, employee benefit plan
or other enterprise, shall stand in the same positnder the provisions of this Article VIII witlespect to the resulting or surviving
corporation as such person would have with redpestich constituent corporation if its separatstexice had continued. For purposes of this
Article VIII, references to “tines” shall includenga excise taxes assessed on a person with regpactemployee benefit plan; and references
to “serving at the request of the Corporation” Elmllude any service as a director, officer, engplo or agent of the Corporation which
imposes duties on, or involves services by, surkcthr or officer with respect to an employee bigpdén, its participants or beneficiaries;
and a person who acted in good faith and in a nragu@h person reasonably believed to be in thedst®f the participants and beneficiaries
of an employee benefit plan shall be deemed to hetedl in a manner “not opposed to the best intecéthe Corporation” as referred to in
this Article VIII.

Section 10Survival of Indemnification and Advancement of Erpes. The indemnification and advancement of exgsepovided by,
or granted pursuant to, this Article VIl shall,less otherwise provided when authorized or ratjfehtinue as to a person who has ceased to
be a director or officer and shall inure to thedférof the heirs, executors and administratorsuath a person.

Section 11Limitation on Indemnification. Notwithstanding ahytig contained in this Article VIII to the contrargxcept for proceedin
to enforce rights to indemnification (which shadl governed by Section 5 hereof), the Corporati@tl stot be obligated to indemnify any
director or officer (or his or her heirs, executorgersonal or legal representatives) or advarperees in connection with a proceeding (or
part thereof) initiated by such person unless suobeeding (or part thereof) was authorized or eotesl to by the Board of Directors of the
Corporation.
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Section 12iIndemnification of Employees and Agents. The Coagion may, to the extent authorized from time moetiby the Board of
Directors, provide rights to indemnification andte advancement of expenses to employees andsagfehte Corporation similar to those
conferred in this Article VIII to directors and aférs of the Corporation.

ARTICLE IX
AMENDMENTS, ETC.

Section 1JAmendments. These By-Laws may be altered, amendexpealed, in whole or in part, or new By-Laws nhayadopted by
the Board of Directors or by the stockholders awioled in the Certificate of Incorporation.

Section 2Entire Board of Directors. As used in these By-Lathie term “entire Board of Directors” means thetaumber of directors
which the Corporation would have if there were acancies.
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EXHIBIT 12.1 —STATEMENT REGARDING COMPUTATION OF FINANCIAL RATIOS

(in millions, except share and per share data)

1. NET INCOME AS A PERCENT TO SALES

A Net (loss) / incomi
B Net Sales
A% of B
2. EFFECTIVE INCOME TAX RATE
C Income Taxe:
D (Loss) / income before Income Tay
C% of C
3. CURRENT RATIO
E Current Asset
F Current Liabilities
E:F
4. EARNINGS PER SHARE
G Net (loss) / incomi
H Basic shares outstandi
I Diluted shares outstandi
G/H Basic earnings per shz
G/ Diluted earnings per sha

Shares in thousands, earnings per share in dc

5. WORKING CAPITAL

J Current Asset
K Current Liabilities
L Current Portion of Lor-Term Debi

J-K+L Working Capital

2005

2004

2003

2002

2001

$(1237 $ 62 $ 51& $ 521 $ 5.6
$ 5277 $468. $ 4431 $433.€ $ 4141
(23.29%) 1.2%  11.9%  12.0% 1.4%
$ 42 $ 201 $ 23z $ 230 $ 14C
$(118) $ 32 $ 775 $ 74€ $ 20z

(3.6%)  62.8%  30.%  30.8%  69.%
$239.6 $199.€ $178.¢ $171.f $ 238
$ 1405  $169.< $ 112.6 $ 187.6 §$ 235.:%

1.7 1.2 1.6 0. 1.0
$(1237) $ 62 $ 516 $ 521 $ 5.6
12,36¢ 12,348 11,92¢ 11,817 11,76«
12,36¢ 12,98¢ 1255 12557  12,50:
$(10.00 $ 05 $ 43/ $ 441 $ 0.4€
$(10.00 $ 046 $ 417 $ 41F $ 0.4F
$239.6 $199.6 $178¢ $171¢ $ 2381
140.F 169.4 112.€ 187.¢ 235.:

14.F 30. 1.7 56.¢ 65.1
$1136 $ 60<4 $ 676 $ 41.C $ 68.1



PRINCIPAL SUBSIDIARIES

AK Chemie GMBH (Germany)

Alcor Chemie AG (Switzerland)

Alcor Chemie Vertriebs GmbH (Switzerland)
Aroma & Fine Chemicals Limited (UK)

The Associated Octel Company Limited (UK)
Associated Octel Company (South Africa) (PTY) Liedit(South Africa)
CP35500 International Limited (Cyprus)
Finetex Inc. (USA)

Gamlen Industries SA (France)

Leuna Polymer GmbH (Germany)

Novoktan GmbH (Germany

Octel America Inc (USA)

Octel Developments Plc (UK)

Octel Environmental Limited (UK)

Octel Exhaust Systems Limited (UK)

Octel Finance Limited (UK)

Octel Innovations Limited (UK)

Octel International Limited (UK)

Octel Italia SRL (Italy)

Octel manufacturing Europe GmbH

Octel Starreon LLC (USA)

Octel Sweden AB (Sweden)

Octel Valvemaster Limited (UK)

Prochem Chemicals Inc. (USA)

Exhibit 21.1



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No-B838687 / 333-124139) of Innospec
Inc. of our report dated March 16, 2006 relatinghte financial statements, management’s assessrhte effectiveness of internal control
over financial reporting and the effectivenessntéiinal control over financial reporting, which apps in this Form 10-K.

PricewaterhouseCoopers LLP
London, United Kingdom
March 16, 2006



Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Paul W Jennings, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Innospec Inc

Based on my knowledge, this annual report doésontain any untrue statement of a material facimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual re

Based on my knowledge, the financial statemeamd,other financial information included in thisnaial report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
annual report

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

b) designed such internal control over financigomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registsagisclosure controls and procedures and preséntbis annual report our conclusic
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; ant

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, ttegjistrant’s internal control over
financial reporting; an

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weas®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpahcial data; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal controls over financial reportir

Date: March 16, 2006

/s/ Paul W Jennings

Paul W Jenning
President and Chief Executive Offic



Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James F Lawler, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Innospec Inc

Based on my knowledge, this annual report doésontain any untrue statement of a material facimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual re

Based on my knowledge, the financial statemeamd,other financial information included in thisnaial report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
annual report

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

b) designed such internal control over financigomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registsagisclosure controls and procedures and preséntbis annual report our conclusic
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; ant

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, ttegjistrant’s internal control over
financial reporting; an

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weas®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpahcial data; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal controls over financial reportir

Date: March 16, 2006

/sl James F Lawler

James F Lawle
Executive Vice President and Chief Financial Offi



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 of Innospec. Ifthe “Company”) on Form 10-K for the period amgiDecember 31, 2005, as filed with
the Securities and Exchange Commission on thelgatof (the “Report”), I, Paul W Jennings, Presiderd Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Qdspted pursuant to 8 906 of the Sarbanes-Oxley®2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities and Exgkaiict of 1934, an
2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of
the Company

/s/ Paul W Jennings
Paul W Jenning
President and Chief Executive Offic

March 16, 2006



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTT 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 of Innospec. Ifthe “Company”) on Form 10-K for the period amgiDecember 31, 2005, as filed with
the Securities and Exchange Commission on thelgasof (the “Report”), I, James F Lawler, Executitiee President and Chief Financial
Officer of the Company, certify, pursuant to 18 ICS§ 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities and Exgkaiict of 1934, an

2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of
the Company

/s/ James F Lawler
James F Lawle
Executive Vice President and Chief Financial Offi

March 16, 200¢



