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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, 2001  
Commission file number 1-13879  

OCTEL CORP.  
(Exact name of registrant as specified in its charter)  

 

Securities registered pursuant to Section 12(b) of the Act:  

 
Securities registered pursuant to Section 12 (g) of the Act: None  

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act 
of 1934 during the preceding 12 months, and (2) has been subject to the filing requirements for the past 90 days.  

Yes X  
 
No _____  
 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be 
contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 
10-K or any amendment to this Form 10-K.  

[ ]  

As of February 28, 2002, the aggregate market value of the voting stock held by non-affiliates of the registrant was $210,922,803.  

As of February 28, 2002, 11,750,574 shares of the registrant's stock were outstanding.  

DOCUMENTS INCORPORATED BY REFERENCE  

Portions of the 2001 Annual Report to Stockholders are incorporated by reference into Parts I, II, III and IV. Certain portions of Octel Corp.'s 
proxy statement to be mailed to stockholders on or about March 25, 2002 for the annual meeting of Stockholders to be held on May 7, 2002 are 
incorporated in Part III hereof by reference.  
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PART 1  

ITEM 1 BUSINESS  

GENERAL  

Octel Corp., a Delaware corporation (the "Company") is a major manufacturer and distributor of fuel additives and other specialty chemicals. 
Its primary manufacturing operation is located at Ellesmere Port, South Wirral, United Kingdom. The Company's products are sold globally, 
primarily to oil refineries. Principal product lines are lead alkyl antiknock compound ("TEL"), other petroleum additives and performance 
chemicals.  

Until May 22, 1998, the Company was a wholly owned subsidiary of Great Lakes Chemical Corporation, a Delaware corporation ("GLCC"). 
On May 22, 1998, GLCC consummated the spin-off of its petroleum additives business by distributing shares in the Company to the 
stockholders of GLCC in a ratio of one Company share for every four GLCC shares held. In connection with the spin-off the Company issued 
14,762,417 shares of common stock on May 26, 1998. A further 969 shares were subsequently issued in respect of late notified changes in 
GLCC stockholders at the record date of the spin-off issue.  

The term "Octel" as used herein means Octel Corp. and its subsidiaries unless the context indicates otherwise.  

Management's Discussion and Analysis of Financial Condition and Results of Operations on pages 22 through 29 of the 2001 Annual Report to 
Stockholders (the "Report") are incorporated herein by reference.  

SEGMENTAL INFORMATION  

The Company presently has one dominant industry segment, petroleum additives. The Company has three businesses for management purposes 
- TEL, Petroleum Specialties and Performance Chemicals. Because of operational similarities, Petroleum Specialties and Performance 
Chemicals have been aggregated for reporting purposes as the Specialty Chemicals business segment. Note 2 on the Financial Statements 
included in the Report (the "Financial Statements") on pages 39 and 40 of the Report, is incorporated herein by reference.  

DESCRIPTION OF THE BUSINESS  

Management's Discussion and Analysis of Financial Condition and Results of Operations, on pages 22 through 29 of the Report, is 
incorporated herein by reference.  

Overview  

The Company is an international chemical company specialising in the manufacture, distribution and marketing of fuel additives and specialty 
chemicals. The Company is organised into two business units for reporting purposes - TEL and Specialty Chemicals.  
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TEL  

TEL, the most significant of the Company's products, accounted for approximately 63% of the Company's 2001 sales. TEL was first developed 
in 1928 and introduced into the European market for internal combustion engines to boost octane levels in gasoline, allowing it to burn more 
efficiently and eliminating engine knock. It also acts as a lubricity aid, reducing engine wear.  

Worldwide use of TEL has declined since 1973 following the enactment of the US Clean Air Act of 1970 and similar legislation in other 
countries, and management believes that volumes will continue to decline year on year.  

The Company intends to manage the decline safely and effectively and to maximize the cash flow through the decline. Continuous cost 
improvement measures have been, and will continue to be, taken to respond to declining market demand.  

Specialty Chemicals  

The Specialty Chemicals Business Unit comprises two developing business areas - Petroleum Specialties and Performance Chemicals.  

The Petroleum Specialties business develops, produces and markets a range of specialty products, used as fuel additives, derived from the TEL 
operations. The Company has developed a range of products and customized blends to meet market demand for cleaner-burning and more 
efficient fuels. The Refinery Services unit supplies a growing list of products and services that improve operational efficiencies and product 
performance at the refinery. There is an ongoing program of growth through mergers and acquisitions. Joint ventures include Valvemaster(R) 
Limited and Octel Starreon LLC. Subsidiaries include Octel Deutschland GmbH, Gamlen group, CP Manufacturing BV, CP3500 International 
Limited and Bycosin AB group.  

The Performance Chemicals focus going forward is to develop high performance and particularly environmentally friendly products from its 
technology base. The major current line is the Octaquest(R) family, developed for the detergent market but now addressing new markets in 
personal care, paper and photographics. Subsidiaries include Manhoko Limited, Hi-Mar Specialties Inc and ProChem Chemicals Inc.  

Raw Materials  

Raw material purchases account for a substantial portion of the Company's manufacturing costs. The major purchases are lead, sodium, ethyl 
chloride and dibromoethane. These materials are available readily from more than one source, and the Company uses long term contracts to 
enhance the security of supply and manage the risk of price escalation.  

Patents and Intellectual Property  

The Company has a portfolio of trademarks and patents, granted and in the application stage, covering products and processes. These 
trademarks and patents relate primarily to the Petroleum Specialties and the Performance Chemicals businesses, in which intellectual property 
forms a significant part of the Company's competitive strengths. The majority of these patents were developed by the Company. Most patents 
have around ten years life remaining. The Company also holds a license for the manufacture of fuel detergents. The Company has trademark 
registrations for the use of the name Octel(R) and for the Octagon device in Classes 1 and 4 of the "International Classification of Goods and  
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Services for the Purposes of the Registration of Marks" in all countries in which it has a significant market presence. Octel also has trademark 
registrations for Octaquest(R). The Company has applications in progress for a number of other trademark registrations in several jurisdictions.  

Octel America Inc., a subsidiary of the Company, has trademarks for Ortholeum(R), a lube oil additive antioxidant and metal deactivator, 
Ocenol(R), an antifoam for refinery use, and Valvemaster(R), a valve seat recession additive. The Company does not consider its business as a 
whole to be dependent on any one trademark, patent or licence.  

Customers  

TEL sales are made principally to the retail refinery market which comprises independent, state or major oil company-owned refineries located 
throughout the world. Within this market, refineries owned by British Petroleum, Mobil Oil and Texaco Oil are entitled to profit participation 
payments, based on their ongoing purchases from the Company, by virtue of their former partnership interest in Octel Associates, an Octel 
Corp. subsidiary. Selling prices to major customers are negotiated under long-term supply agreements, with varying prices and terms of 
payment.  

The customers of the Specialty Chemicals business are multinational oil companies and fuel retailers. Traditionally, a large portion of the total 
market was captive to oil companies which had fuel additives divisions providing supplies directly to their respective refinery customers. As a 
result of corporate restructurings and various mergers, joint ventures and other collaborative arrangements involving downstream refining and 
marketing operations, the tied supply arrangements between oil companies and their captive fuel additive divisions have been weakened and 
many refineries are increasingly looking to purchase their fuel additive requirements on the open market. This trend is creating new 
opportunities for independent additive marketers such as the Company.  

Competition  

The world-wide market for the Company's primary product, TEL, is highly competitive. In this market Octel competes with marketers of 
products and processes providing alternative ways of enhancing octane performance in automotive gasoline. Government regulations have 
restricted or eliminated the use of TEL as an automotive gasoline additive in many of the largest and developed markets such as the US. As a 
result, worldwide demand for TEL is progressively shrinking as the use of unleaded gasoline becomes more widespread. On a worldwide basis 
Octel remains the largest TEL marketer.  

The Company's Specialty Chemicals business operates in a competitive environment, with its main competitors being large oil and chemical 
companies. No one company holds a dominant market share. The Company considers its competitive strengths are its strong technical 
development capacity, independence from major oil companies and its strong long-term relationships with refinery customers in the TEL 
market which provide synergies with the petroleum additives business.  

Ethyl Agreements  

The "Nature of Operations" policy in Note 1 on the Financial Statements, on page 36 of the Report, is incorporated herein by reference.  

Effective October 1, 1998 the Company's UK subsidiary The Associated Octel Company Limited ("Associated Octel") signed agreements with 
Ethyl to market and sell TEL in areas of the world excluding North America and European Union. Under the agreements, all marketing and 
sales efforts  
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made to customers are managed by and made in the name of Associated Octel. Ethyl provides bulk transportation services in support of the 
agreements while Octel continues to produce all TEL marketed under these agreements. Depending upon cost, performance and flexibility, one 
or both companies provide other TEL services.  

Octel supplies Ethyl on a wholesale basis with TEL for resale to customers in the United States and European Union under two separate long 
term supply agreements at prices adjusted annually through agreed formulas.  

Technology  

The Company's principal research and development facilities are located at Ellesmere Port, UK, while its advanced fuel testing facility to 
support the TEL and Petroleum Specialties businesses is located at Bletchley, UK. The Company's research and development activity has been, 
and will continue to be, focused on the development of new products and formulations for the Petroleum Specialties and the Performance 
Chemicals businesses. Technical customer support is also provided for the TEL business. Expenditures to support research, product/application 
development and technical support services to customers were $5.1 million, $3.1 million and $3.9 million in 2001, 2000 and 1999, 
respectively. The Company considers that its strong technical capability provides it with a significant competitive advantage. In the last three 
years, the Petroleum Specialties business has developed new detergent, lubricity and combustion improver products, in addition to the 
introduction of several new cost effective fuel additive packages. A patented process for manufacturing Octaquest(R) has enabled the Company 
to enter into a new market in the performance chemicals area.  

Health, Safety and Environmental Matters  

The Company is subject to Environmental Laws in all of the countries in which it does business. The principal Environmental Laws to which 
the Company is subject in the UK are the Environmental Protection Act 1990, the Water Resources Act 1991, the Health and Safety at Work 
Act 1974 and regulations and amendments thereto. Management believes that the Company is in material compliance with all applicable 
Environmental Laws, and has made appropriate provision for the continued costs of compliance with Environmental Laws. Nevertheless, there 
can be no assurance that changes in existing Environmental Laws, or the discovery of additional liabilities associated with the Company's 
current or former operations, will not have a material adverse effect on the Company's business, results of operations or financial condition.  

Human Resources  

The Company's workforce at December 31, 2001 consisted of 1,098 employees, of which 503 were in the UK. Approximately 60% of the 
Company's employees in the UK are represented by unions, including the Transport and General Workers Union and the Amalgamated 
Engineering and Electrical Union.  

The Company has in place an employee communication program to help its employees understand the business issues surrounding the 
Company and the corporate restructuring that has been implemented to respond to declining TEL demand and to the developing Specialty 
Chemicals business. Regular briefings are conducted by line managers where Company-wide and departmental issues are discussed. More 
formal communication takes place with the trade unions which the Company recognizes for negotiating and consultative purposes.  
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ITEM 2 PROPERTIES  

A summary of the Company's principal facilities is shown in the following table. Each of these properties is owned by the Company, except 
where otherwise noted:-  

 

/(1)/ Leased property  

On January 1, 2002 the Octel Corp. headquarters relocated within Newark. Its new address is 220 Continental Drive, Newark, DE 19713. The 
group's TEL manufacturing site is at Ellesmere Port. Its TEL manufacturing capacity is currently 30,000 metric tons (mt) per annum. Novoktan 
plant in Germany had a capacity of 9,600 mt per annum but is to close in March 2002. Actual annual operating levels are under review as part 
of management's response to the decline in TEL markets. There is also a chlorine plant (46,000 mt per annum) at Ellesmere Port. This will 
continue to operate during 2002 but will close at the end of the year.  

The group's Specialty Chemicals manufacturing capacity at Ellesmere Port comprises a detergent plant (6,000 mt per annum) and an EDDS 
plant (3,000 mt per annum) for the manufacture of Octaquest(R).  

ITEM 3 LEGAL PROCEEDINGS  

There are no material pending legal proceedings involving the Company, its subsidiaries or any of its properties. Furthermore, no director, 
officer or affiliate of the Company or any associate of any director or officer is involved, or has a material interest in, any proceedings which 
would have a material adverse effect on the Company.  

Item 103 of Regulation S-K requires disclosure of administrative or judicial  
proceedings arising under any federal, state or local provisions dealing with protection of the environment, if the monetary sanctions might 
exceed $100,000. There are currently no such proceedings.  

ITEM 4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS  

No matter was submitted to a vote of security holders during the quarter ended December 31, 2001.  
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Location                         Principal Operatio ns 
--------                         ------------------ -- 
 
Newark, Delaware, US /(1)/       Octel Corp. Headqu arters 
Manchester, (UK) /(1)/           Octel Corp. Europe an Headquarters 
Ellesmere Port, UK               Associated Octel;  Business Teams;  Manufacturing; 
                                 Research & Develop ment; Administration 
Bletchley, UK                    Fuel Technology Ce nter 
Herne, Germany /(1)/             Octel Deutschland GmbH; Manufacturing and Administration  
Zug, Switzerland /(1)/           OBOAdler Limited; Sales and Administration 
Karlstad, Sweden                 Bycosin AB; Manufa cturing and Administration 
Vernon, France                   Gamlen SA; Manufac turing and Administration 
High Point, North Carolina, US   ProChem Chemicals Inc.; Manufacturing and Administration  



PART II  

ITEM 5 MARKET FOR THE REGISTRANT'S COMMON EQUITY AN D RELATED STOCKHOLDER  
MATTERS  

The Company's common stock is listed on the New York Stock Exchange. As of February 28, 2002 there were approximately 2,005 registered 
holders of the common stock.  

Quarterly stock prices on page 54 of the Report are incorporated herein by reference.  

The borrowings entered into by the Company during the year restrict the Company's ability to pay dividends or buy back stock.  

ITEM 6 SELECTED FINANCIAL DATA  

The Financial Highlights on page 19 of the Report and the Quarterly Summary on page 54 of the Report are incorporated herein by reference.  

The results of operations and financial condition of the group in Fiscal 2001 include the effects of seven acquisitions made during the year. 
Note 6 on the Financial Statements is incorporated herein by reference.  

ITEM 7 MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESU LTS OF OPERATION AND  
FINANCIAL CONDITION  

The discussion on pages 22 through 29 of the Report is incorporated herein by reference.  

CRITICAL ACCOUNTING POLICIES  

Financial Reporting Release No. 60, which was recently released by the Securities and Exchange Commission ("SEC"), requires all companies 
to include a discussion of critical accounting policies or methods used in the preparation of financial statements. Note 1 on the Notes on the 
Financial Statements includes a summary of the significant accounting policies and methods used in the preparation of the Financial 
Statements. The following is a brief discussion of the more significant accounting policies and methods used by Octel.  

Management's Discussion and Analysis of Financial Condition and Results of Operations discusses Octel's consolidated financial statements, 
which have been prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of 
these financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. On an on-going basis, management evaluates its estimates and judgements, including those related to 
environmental remediation and the carrying values of goodwill and intangible assets. Management bases its estimates and judgements on 
historical experience and on various other factors that are believed to be reasonable under the circumstances, the results of which form the basis 
for making judgements about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may 
differ from these estimates under different assumptions or conditions.  
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Management believes the following critical accounting policies, among others, affect its more significant judgements and estimates used in the 
preparation of its consolidated financial statements. Octel records environmental remediation liabilities when they are probable and the cost can 
be reasonably estimated. Although liabilities are adjusted as further information is available and greater experience gained, actual costs may 
differ from those accrued which will impact both results of operations and cash flows. Octel regularly reviews the carrying value of goodwill 
and intangible assets by reference to the forecasted cash flows from the underlying assets or contractual obligations. Actual cash flows may 
differ from those forecast, and in adverse circumstances may result in an impairment charge.  

"Critical accounting policies" on pages 28 and 29 of the Report is incorporated herein by reference.  

In addition, Financial Reporting Release No. 61 was recently released by the SEC to require all companies to include a discussion to address, 
among other things, liquidity, off-balance sheet arrangements, contractual obligations and commercial commitments.  

Octel has an extensive trading relationship with Ethyl through long-term supply agreements and sales and marketing agreements. No joint 
venture or separate legal entity has been established as a result of these agreements, which are discussed in "Ethyl Agreements" on page 5 of 
the 10-K.  

The long-term marketing, supply and service agreement with Veritel Chemicals BV entered into during fiscal 2001 contained terms which 
could trigger accelerated payments. These terms were triggered in December 2001. Note 8 on the Financial Statements is incorporated herein 
by reference.  

The following represents contractual commitments at December 31, 2001 and the effect of those obligations on future cash flows:-  

 

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK  

The Company operates manufacturing and blending facilities, offices and laboratories around the world, though the largest manufacturing 
facility by far is located in the UK, and sells a range of TEL and petroleum additives to major oil refineries throughout the world. The 
Company uses floating rate debt to finance these global operations. Consequently, the Company is subject to business risks inherent in non-US 
activities, including political and economic uncertainty, import and export limitations and market risk related to changes in interest rates and 
foreign currency exchange rates.  

The political and economic risks related to the Company's foreign operations are mitigated due to the stability of the countries in which its 
largest operations are located. Credit limits, ongoing credit evaluation and account monitoring procedures are utilised to minimise bad debt 
risk. Collateral is not generally required.  

8  

                                 Total      Less th an      1 to 3      4 to 5      Over 5 
                                             1 year         years       years       years 
 
Long-term debt                   $231.0        $85. 1       $145.9         $ -          $ - 
Veritel (gross)                    60.0         60. 0            -           -            - 
Severance payments                  7.1          7. 1            -           -            - 
                              ----------   -------- --   ----------   ---------  -----------  
                                 $298.1       $152. 2       $145.9         $ -          $ - 
                              ----------   -------- --   ----------   ---------  -----------  



In the normal course of business, the Company uses derivative financial instruments including interest rate swaps and foreign currency forward 
exchange contracts to manage market risks. The derivative financial instruments utilized by the Company in its hedging activities are 
considered risk management tools and are not used for trading purposes. In addition, derivative financial instruments are entered into with a 
diversified group of major financial institutions in order to monitor the exposure to non-performance of such instruments. Additional 
information regarding the Company's financial instruments is contained in Notes 1 and 16 on the Financial Statements, which are incorporated 
herein by reference. The Company's objective in managing exposure to changes in interest rates is to limit the impact of such changes on 
earnings and cash flow and to lower overall borrowing costs. The objective in managing the exposure to changes in foreign exchange rates is to 
reduce volatility on earnings and cash flow associated with such changes.  

Information relating to the Company's exposure to market risk on pages 27 and 52 of the Report is incorporated herein by reference.  

ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA  

The consolidated financial statements, together with the report of PricewaterhouseCoopers dated February 7, 2002 and quarterly financial 
information, which are on pages 22 through 54 of the Report, are incorporated herein by reference. The Financial Highlights on page 19 of the 
Report are also incorporated herein by reference.  

ITEM 9 CHANGES IN AND DISAGREEMENT WITH ACCOUNTANTS  ON ACCOUNTING AND  
FINANCIAL DISCLOSURES  

There have been no changes in or disagreements with the Company's Independent Accountants.  
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PART III  

ITEM 10 DIRECTORS AND EXECUTIVE OFFICERS OF THE REG ISTRANT  

Information under the heading "Management" set out in the proxy statement relating to the 2002 Annual Meeting of Stockholders dated May 7, 
2002 ("The Proxy Statement") is incorporated herein by reference.  

ITEM 11 EXECUTIVE COMPENSATION  

The information under the heading "Executive Compensation and Other Information" in The Proxy Statement is incorporated herein by 
reference.  

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OW NERS AND MANAGEMENT  

The information under the heading "Security Ownership of Certain Beneficial Owners and Management" in The Proxy Statement is 
incorporated herein by reference.  

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTI ONS  

There were no transactions which require disclosure.  
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PART IV  

ITEM 14 EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND  REPORTS ON FORM 8-K  

(a) (1) FINANCIAL STATEMENTS  

The Consolidated Financial Statements of Octel Corp. and its subsidiaries and related notes thereto, together with the report thereon of 
PricewaterhouseCoopers dated February 7, 2002 appearing on pages 22 through 54 of the 2001 Annual Report to Stockholders, are 
incorporated by reference in Item 8.  

(2) FINANCIAL STATEMENT SCHEDULES  

All financial statement schedules have been omitted since the information required to be submitted has been included in the financial 
statements or because they are either not applicable or not required under the Rules of Regulations S-X.  

(3) EXHIBITS  

2.1 Transfer and Distribution Agreement, dated as of April 24, 1998, between Great Lakes Chemical Corporation ("GLCC") and the Registrant. 
(3)  
3.1 Amended and Restated Certificate of Incorporation of the Registrant. (1)  
3.2 Amended and Restated By-laws of the Registrant. (1)  
4.1 Form of Common Stock Certificate. (2)  
4.2 Form of Rights Agreement between the Registrant and First Chicago Trust Company of New York, as Rights Agent. (2)  
4.3 Form of Certificate of Designations, Rights and Preferences of Series A Junior Participating Preferred Stock of the Registrant. (2)  
4.4 Indenture dated as of May 1, 1998 among the Registrant, Octel Developments PLC and the IBJ Schroder Bank and Trust Company, as 
trustee. (4)  
4.5 Form of 10% Senior Notes (contained in Exhibit 4.4 as Exhibit  
A). (4)  
4.6 Registration Rights Agreement dated as of April 30, 1998 among the Registrant, Octel Developments PLC and the initial purchasers. (1)  
4.7 Purchase Agreement dated as of April 30, 1998 among the Initial Purchasers, Octel Developments PLC and the Registrant.  

(4)  

7.1 Share purchase agreement between OBOAdler Holdings Limited and The Associated Octel Company Limited relating to the sale and 
purchase of the whole of the issued share capital of OBOAdler Company Limited, dated June 1, 1999. (6). 7.2 $100,000,000 term loan 
agreement between Octel Corp., Octel Associates, Barclays Capital, Barclays Bank plc and others, dated June 3, 1999 (6).  
7.3 US$250,000,000 Facilities Agreement dated 29 October, 2001 for Octel Corp. with Barclays Capital acting as mandated Lead Arranger and 
Barclays Bank plc acting as Agent and Security Agent.  
10.1 Tax Disaffiliation Agreement between GLCC and the Registrant.  

(1)  

10.2 Corporate Services Transition Agreement between GLCC and the Registrant. (1)  
10.3 Supply Agreement between GLCC and the Registrant for the supply of ethylene dibromide. (1)  
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10.4 Supply Agreement between GLCC and the Registrant for the Supply of anhydrous hydrogen bromide. (1)  
10.5 Supply Agreement for the Supply of 10% sodium hydroxide solution. (1)  
10.6 Ethyl Corporation Market and Sales Agreement. (4)  
10.7 Octel Corp. Non Employee Directors Stock Option Plan. (4)  
10.8 Employment Agreement between Associated Octel Limited and Steve W Williams, Geoff J Hignett, Graham M Leathes and Robert A 
Lee. (1)  
10.9 Employment Agreement between Associated Octel Limited and Dennis J Kerrison. (1)  
10.10 Agreement between GLCC and the Registrant for the Toll Manufacturing of Stadis Product. (4)  
10.11 Octel Corp. Time Restricted Stock Option Plan. (3)  
10.12 Octel Corp. Performance Related Stock Option Plan. (3)  
10.13 Associated Octel Savings-Related Stock Option Plan. (3)  
10.14 Form of Octel Corp. Approved Company Share Option Plan. (8)  
10.15 Form of Octel Corp. Profit Sharing Share Scheme. (8)  
10.16 Employment Agreement between The Associated Octel Company Limited and Alan G Jarvis. (9)  
10.17 Employment offer letter from The Associated Octel Company Limited to John P Tayler. (9)  
10.18 Consultancy Agreement between Octel Corp. and Robert E Bew.  

(9)  

10.19 Employment offer letter from the The Associated Octel Company Limited to Ian A Watling.  
10.20 Employment offer letter from The Associated Octel Company Limited to Philip J Boon.  
12.1 Statement Regarding Computation of Financial Ratios.  
13.1 2001 Annual Report of Octel Corp.  
13.2 Opinion of Ernst & Young LLP on 1997 Combined Financial Statements. (9)  
21.1 Subsidiaries of the Registrant.  
24.1 Powers of Attorney of Directors and Officers of the Registrant (4).  
99.1 Consolidated Financial Statements of OBOAdler Company Limited as of June 30, 1999 and for the year then ended (7).  

(1) Incorporated by reference to the Company's amendment dated April 21, 1998, to a previously filed Form 10-/A.  
(2) Incorporated by reference to the Company's Form 10-/A previously filed on April 10, 1998.  
(3) Incorporated by reference to the Company's amendment dated May 4, 1998 to a previously filed form 10-/A.  
(4) Incorporated by reference to the Company's form S-4 previously filed on October 1, 1998.  
(5) Filed with the Company's form 10Q on November 10, 1998.  
(6) Filed with the Company's form 8-K on November 12, 1999.  
(7) Filed with the Company's form 8-K/A on January 20, 2000.  
(8) Filed with the Company's form 10-K on March 26, 1999.  
(9) Filed with the Company's form 10-K on March 27, 2000.  

12  



(b) REPORTS ON FORM 8-K  

No reports in Form 8-K have been filed during the year.  
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SIGNATURES  

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned, thereunto duly authorized.  

 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of 
the Registrant and in the capacities and on the date indicated:  
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OCTEL CORP.              By:     /s/ Dennis J Kerrison 
(Registrant)                     DENNIS J KERRISON 
Date:                            President, Chief Executive Officer and 
March 20, 2002                   Director 

March 20, 2002                   /s/ Alan G Jarvis 
                                 -------------------------------------- 
                                 Alan G Jarvis, Vice President and 
                                 Chief Financial Officer 
 
March 20, 2002                   /s/ Robert E Bew 
                                 -------------------------------------- 
                                 Dr Robert E Bew, Chairman and Director 
 
March 20, 2002                   /s/ Dennis J Kerrison 
                                 -------------------------------------- 
                                 Dennis J Kerrison, President, Chief 
                                 Executive Officer and Director 
 
March 20, 2002                   /s/ Martin M Hale 
                                 -------------------------------------- 
                                 Martin M Hale, Director 
 
March 20, 2002                   /s/ Thomas M Fulton 
                                 -------------------------------------- 
                                 Martin M Hale, Director 
 
March 20, 2002                   /s/ James Puckridge 
                                 -------------------------------------- 
                                 James Puckridge, Director 
 
March 20, 2002                   /s/ Benito Fiore 
                                 -------------------------------------- 
                                 Dr Benito Fiore, Director 
 
March 20, 2002                   /s/ Charles M Hale 
                                 -------------------------------------- 
                                 Charles M Hale, Director 
 
March 20, 2002                   /s/ H Alan Hanslip 
                                 -------------------------------------- 
                                 H Alan Hanslip, Vice President, Human 
                                 Resources 
 
March 20, 2002                   /s/ Geoffrey J Hignett 
                                 -------------------------------------- 
                                 Dr Geoffrey J Hignett, Director of 
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THIS AGREEMENT is dated 29 October 2001 and made between:  

(1) OCTEL CORP. (the "Parent")  

(2) THE SUBSIDIARIES of the Parent listed in Part I of Schedule 1 as original borrowers (The Original Parties), the "Original Borrowers");  

(3) THE SUBSIDIARIES of the Parent listed in Part I of Schedule 1 (The Original Parties) as original guarantors (together with the Parent the 
"Original Guarantors");  

(4) BARCLAYS CAPITAL as Mandated Lead Arranger ("Mandated Lead Arranger") and BAYERISCHE LANDESBANK 
GIROZENTRALE, LONDON BRANCH and LLOYDS TSB BANK PLC as joint arrangers (the "Joint Arrangers") (the Joint Arrangers 
together with the Mandated Lead Arranger whether acting individually or together, the "Arranger");  

(5) THE FINANCIAL INSTITUTIONS listed in Part II of Schedule 1 (The Original Parties) as lenders (the "Original Lenders");  

(6) BARCLAYS BANK PLC as agent of the Lenders (the "Agent"); and  

(7) BARCLAYS BANK PLC as security agent and trustee for the Finance Parties (the "Security Agent").  

IT IS AGREED as follows:  

SECTION 1  

INTERPRETATION  

1. DEFINITIONS AND INTERPRETATION  

1.1 DEFINITIONS  

In this Agreement and in the Key Property Debenture:  

"Accession Letter" means a document substantially in the form set out in Schedule 6 (Form of Accession Letter).  

"Accounting Quarter" means each three month period ending on a Quarter Date.  

"Additional Borrower" means a company which becomes an Additional Borrower in accordance with Clause 25 (Changes to the Obligors).  

"Additional Guarantor" means a company which becomes an Additional Guarantor in accordance with Clause 25 (Changes to the Obligors).  

"Additional Obligor" means an Additional Borrower or an Additional Guarantor.  

"Additional Report" means a report provided pursuant to paragraph 1 of  

Part III of Schedule 2 (Conditions Precedent).  

"Affiliate" means, in relation to any person, a Subsidiary of that person or a Holding Company of that person or any other Subsidiary of that 
Holding Company.  
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"Agent's Spot Rate of Exchange" means the Agent's spot rate of exchange for the purchase of the relevant currency with the Base Currency in 
the London foreign exchange market at or about 11:00 a.m. on a particular day.  

"Agreed Financial Projections" means the financial projections and forecasts for the Business for the period beginning on 1 January 2001 and 
ending on 31 December 2007 in the agreed form.  

"Approved Accounting Principles" means those accounting principles, standards and practices which were used in the Original Financial 
Statements of the Parent.  

"AOC" means The Associated Octel Company Limited, a company incorporated in England with registered number 344359.  

"AOC (Plant)" means Associated Octel Company (Plant) Limited, a company incorporated in England with registered number 873396.  

"Authorisation" means an authorisation, consent, approval, resolution, licence, exemption, filing or registration.  

"Availability Period" means:  

(a) in relation to Facility A the period from and including the date of this Agreement to and including the day falling 75 days after the date of 
this Agreement; and  

(b) in relation to Facility B, the period from and including the date of this Agreement to and including the day falling 36 Months after the date 
of this Agreement.  

If any of the above provisions of this definition of Availability Period would operate so that (but for this provision) any Availability Period 
ended on a day which is not a Business Day, then such Availability Period shall end on the first Business Day to occur before such day.  

"Available Amount" means, in respect of any Accounting Quarter (the "Current Accounting Quarter"), an amount equal to the aggregate 
amount of Surplus Cash Flow for each Accounting Quarter comprised in the Calculation Period relating to that current Accounting Quarter 
less:  

(a) (to the extent such amounts are included in such Surplus Cash Flow) all amounts which have been applied or are required to be applied in 
prepayment of the Facilities in accordance with Clauses 8.4 (Voluntary Prepayments of Facility A Loans) to 8.7 (Surplus Cash Flow) 
(inclusive) during that Calculation Period;  

(b) the amount (of any) required to be prepaid pursuant to Clause  
8.7 (Surplus Cash Flow) from Surplus Cash Flow from the final Accounting Quarter of the Calculation Period; and  

(c) the total cost of all Permitted Investments made in that Calculation Period (which for this purpose shall be the aggregate of the amounts 
specified in paragraph (b) of the definition of "Permitted Investment" in this Clause 1.1 in respect of the relevant Permitted Investments).  
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"Available Commitment" means, in relation to a Facility, a Lender's Commitment under that Facility minus:  

(a) the Base Currency Amount of its participation in any outstanding Loans under that Facility; and  

(b) in relation to any proposed Utilisation, the Base Currency Amount of its participation in any Loans that are due to be made under that 
Facility on or before the proposed Utilisation Date,  

other than, in relation to Facility B only, that Lender's participation in any Facility B Loans that are due to be repaid or prepaid on or before the 
proposed Utilisation Date.  

"Available Facility" means, in relation to a Facility, the aggregate for the time being of each Lender's Available Commitment in respect of that 
Facility.  

"Base Currency" means dollars.  

"Base Currency Amount" means, in relation to a Loan, the amount specified in the Utilisation Request delivered by a Borrower for that Loan 
(or, if the amount requested is not denominated in the Base Currency, that amount converted into the Base Currency at the Agent's Spot Rate of 
Exchange on the date which is three Business Days before the Utilisation Date or, if later, on the date the Agent receives the Utilisation 
Request) adjusted to reflect any repayment (other than, in relation to Facility A, a repayment arising from a change of currency), prepayment, 
consolidation or division of the Loan.  

"Bilateral Bank" means any Lender or Lenders selected as a Bilateral Bank by the Parent by notice to the Agent. Barclays Bank PLC is a 
Bilateral Bank as at the date of this Agreement.  

"Bilateral Commitment" means, in relation to a Bilateral Bank, the maximum amount from time to time of the Bilateral Facilities made 
available by such Bilateral Bank to the extent not cancelled.  

"Bilateral Facility Documents" means those documents relating to or evidencing the terms of any Bilateral Facility.  

"Bilateral Facility" means any of the following facilities (or a combination thereof) provided by a Bilateral Bank to any Borrower and 
identified by such Bilateral Bank and such Borrower as a Bilateral Facility for the purpose of this Agreement and confirmed by the Agent in 
writing to such Bilateral Bank and such Borrower that such facility is a Bilateral Facility for the purpose of the Finance Documents:  

(a) overdraft facilities; and  

(b) guarantee, bonding, documentary or demand letter of credit facilities.  

The Agent hereby confirms by its signature to this Agreement that the following are Bilateral Facilities at the date of this Agreement:  

(i) a $25,000,000 bonding facility made between Barclays Bank PLC and AOC dated the date of this Agreement; and  
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(ii) a (pound)5,000,000 overdraft facility made between Barclays Bank PLC and AOC and Octel Petroleum Specialities Limited dated the date 
of this Agreement.  

The Agent will confirm that any facility is a Bilateral Facility if it is satisfied that such facility falls within (a) or (b) above and that the 
provisions of paragraph (e) of Clause 22.12 (Indebtedness) are not breached as a result of such facility being confirmed as a Bilateral Facility.  

"Bilateral Outstandings" means, at any time, the dollar equivalent of the aggregate of the following amounts outstanding at such time under any 
Bilateral Facility:  

(a) all amounts of principal then outstanding under any overdraft facilities determined on the same basis as that for determination of any limit 
on such facilities imposed by the terms thereof; and  

(b) the maximum potential liability (excluding any cash cover) under all guarantees, bonds and letters of credit issued by the relevant Bilateral 
Bank which are then outstanding under the relevant Bilateral Facility.  

"Bilateral Utilisation" means an advance made or guarantee, bond or letter of credit issued under a Bilateral Facility.  

"Borrower" means an Original Borrower or an Additional Borrower unless it has ceased to be a Borrower in accordance with Clause 25 
(Changes to the Obligors).  

"Break Costs" means the amount (if any) by which:  

(a) the interest (excluding the Margin and the Mandatory Cost) which a Lender should have received for the period from the date of receipt of 
all or any part of its participation in a Loan or Unpaid Sum to the last day of the current Interest Period in respect of that Loan or Unpaid Sum, 
had the principal amount or Unpaid Sum received been paid on the last day of that Interest Period;  

exceeds:  

(b) the amount which that Lender would be able to obtain by placing an amount equal to the principal amount or Unpaid Sum received by it on 
deposit with a leading bank in the London interbank market for a period starting on the Business Day following receipt or recovery and ending 
on the last day of the current Interest Period.  

"Business" means the petroleum additives, petroleum specialties, performance chemicals and related businesses carried on by AOC and other 
members of the Group.  

"Business Day" means a day (other than a Saturday or Sunday) on which banks are open for general business in London , New York and:  

(a) (in relation to any date for payment or purchase of a currency other than euro) the principal financial centre of the country of that currency; 
or  

(b) (in relation to any date for payment or purchase of euro) any TARGET Day.  
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"Calculation Period" means, in relation to an Accounting Quarter, the 12 month period ending immediately prior to the first day of that 
Accounting Quarter.  

"Capital Expenditure" means expenditure which should be treated as capital expenditure in the audited consolidated accounts of the Group in 
accordance with the Approved Accounting Principles.  

"Capital Stock" of any person means any and all shares, interests, rights to purchase, warrants, options, participations or other equivalents of or 
interests in (however designated) equity of such person, including any Preferred Stock, but excluding any debt securities convertible into such 
equity.  

"Cash Collateral Account" means any account with the Security Agent (or such other bank which is a Lender as the Obligors' Agent may 
designate for the purposes of Clause 8.9 (Prepayments during Interest Periods)) opened or to be opened in the name of a Borrower into which 
sums are to be paid in accordance with Clause 8.9 (Prepayments during Interest Periods) (or in the provision of cash cover for relevant Bilateral 
Utilisations) and held as security by the Security Agent for the obligations of such Borrower under the Finance Documents and in relation to 
which (if not already expressed to be subject to a fixed charge or equivalent security under a Security Document) such Borrower has executed 
and delivered to the Security Agent a Cash Collateral Charge, together with such evidence of the execution of such Cash Collateral Charge as 
the Security Agent shall reasonably require and in relation to which the Security Agent has received a legal opinion satisfactory to it (acting 
reasonably).  

"Cash Collateral Charge" means a charge in such form as the Security Agent shall reasonably require granted or to be granted to the Security 
Agent in relation to a Cash Collateral Account.  

"Cash Equivalents" means:  

(a) marketable direct obligations issued by, or unconditionally guaranteed by, the United Kingdom Government or Swiss Government or issued 
by any agency of either such government and backed by the full faith and credit of the United Kingdom or Switzerland (as applicable), in each 
case maturing within one year from the date of acquisition thereof by a member of the Group;  

(b) commercial paper maturing no more than one year from the date of creation thereof and, at the time of acquisition, having a rating of at 
least A-1 from Standard & Poors' Corporation or at least P-1 from Moody's Investors Service Inc.;  

(c) certificates of deposit or bankers' acceptances maturing within one year from the date of acquisition thereof issued by any bank having a 
rating of at least A-1 from Standard & Poors' Corporation or at least P-1 from Moody's Investors Service Inc.;  

(d) any investments in marketable direct obligations of the United States government (or any agency thereof) or in obligations fully and 
unconditionally guaranteed by the United States government (or any agency thereof), in each case maturing within one year from the date of 
acquisition thereof by a member of the Group; and  
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(e) investments in money market funds which invest substantially all their assets in securities of the types described in paragraphs (a) to (d) 
above.  

"Cashflow" has the meaning given to it in Clause 21.1 (Financial definitions).  

"Charged Property" means all of the assets of the Obligors which from time to time are, or are expressed to be, the subject of the Transaction 
Security.  

"Closing Date" means the date of the first Utilisation under this Agreement.  

"Commitment" means a Facility A Commitment or Facility B Commitment.  

"Compliance Certificate" means a certificate substantially in the form set out in Schedule 8 (Form of Compliance Certificate).  

"Confidentiality Undertaking" means a confidentiality undertaking substantially in a recommended form of the LMA as set out in Schedule 9 
(LMA Form of Confidentiality Undertaking) or in any other form agreed between the Parent and the Agent.  

"Credit Participation" means, in relation to a Lender, the aggregate of:  

(a) its aggregate Commitments; and  

(b) its aggregate Bilateral Commitments (if any); and  

(c) the amount, if any, which would be payable to it under any Hedging Agreement calculated in accordance with Section 6(e)(i)(3) of the 
relevant ISDA 1992 Master Agreement if the date on which the calculation is made was deemed to be an Early Termination Date for which the 
relevant Borrower party to such Hedging Agreement is the Defaulting Party (and for this purpose "Early Termination Date"and "Defaulting 
Party" shall have the meanings given to them in the ISDA 1992 Master Agreement) such amount to be certified by the relevant Lender in 
accordance with the ISDA 1992 Master Agreement.  

"Debentures" means each debenture entered into by each of the Original Obligors which is incorporated in England in favour of the Security 
Agent and dated after the date of this Agreement and on or before the Closing Date.  

"Default" means an Event of Default or any event or circumstance specified in Clause 22.32 (Events of Default) which would (with the expiry 
of a grace period, the giving of notice, the making of any determination under the Finance Documents or any combination of any of the 
foregoing) be an Event of Default.  

"Default Rate" means the same rate at which default interest is payable under Clause 9.3 (Default interest)  

"Delegate" means any delegate, agent, attorney or co-trustee appointed by the Security Agent.  
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"Dormant Company" means a member of the Group (other than AOC (Plant)) which:  

(a) during the most recently ended financial year of the Group was dormant within the meaning of section 250(3) of the Companies Act 1985 
(which, for the purposes of this definition, shall be deemed to apply to any body corporate, wherever incorporated);  

(b) has not entered into any significant accounting transaction (for the purposes of that section) since the end of that financial year; and  

(c) does not own assets with an aggregate realisable value greater than $50,000 (or its equivalent in other currencies) and has no material 
liabilities.  

"EBITDA" has the meaning ascribed to it in Clause 21 (Financial Covenants).  

"Employee Share Scheme" means any arrangement or scheme for the remuneration or incentivisation of employees and/or officers of any 
member of the Group by way of issue of stock of the Parent or the grant of any rights to receive, acquire or sell stock of the Parent in the future. 

"English Share Pledge" means, the charge over shares in Octel International Limited made by Octel Corp. in favour of the Security Agent dated 
after the date of this Agreement and on or before the Closing Date.  

"Environment" means all gases, air, vapours, liquids, water, land, surface and sub-surface soils, rock, flora, fauna, wetlands and all other 
natural resources or part thereof including artificial or man-made buildings, structures or enclosures.  

"Environmental Approval" means any permit, licence, authorisation, consent or other approval required under or in relation to Environmental 
Laws.  

"Environmental Laws" means all European Union, foreign, national, federal, state or local statutes, orders, regulations or other law or 
subordinate legislation or common law or regulatory codes of practice concerning the Environment or health and safety which are in existence 
now or in the future and are binding upon any member of the Group in the relevant jurisdiction in which the relevant member of the Group has 
been or is operating (including by the export of its products or its waste thereto).  

"Environmental Report" means the report referred to in paragraph (a) of the definition of Report in this Clause 1.1.  

"ERISA" means, at any date, the Employee Retirement Income Security Act of 1974 of the United States of America as amended from time to 
time, or any successor legislation thereto and the regulations promulgated and rulings issued thereunder, all as the same may be in effect at 
such date.  

"ERISA Affiliate" means any person that for purposes of Title I and Title IV of ERISA and Section 412 of the Internal Revenue Code would be 
deemed at any relevant time to be a single employer with a U.S. Group Member, pursuant to Section 414(b), (c), (m) or (o) of the Internal 
Revenue Code or Section 4001 of ERISA.  
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"ERISA Event" means (a) a "reportable event" within the meaning of  
Section 4043 of ERISA and the regulations issued thereunder with respect to any Pension Plan (excluding those for which the provision for 30-
day notice to the U.S. Pension Benefit Guaranty Corporation has been waived by regulation); (b) the existence with respect to any Pension Plan 
of an "accumulated funding deficiency" (as defined in  
Section 412 of the Internal Revenue Code or Section 302 or ERISA), whether or not waived; (c) the filing pursuant to Section 412(d) of the 
Internal Revenue Code or Section 303(d) of ERISA of an application for a waiver of the minimum funding standard with respect to any 
Pension Plan; (d) the incurrence by any Obligor or any of its ERISA Affiliates of any liability under Title IV of ERISA with respect to the 
termination of any Pension Plan; (e) the receipt by any Obligor or any of its ERISA Affiliates from the U.S. Pension Benefit Guaranty 
Corporation (or any successor entity under ERISA) or a plan administrator of any notice relating to an intention to terminate any Pension Plan 
or Pension Plans or to appoint a trustee to administer any Pension Plan; (f) the incurrence by any Obligor or any of its ERISA Affiliates of any 
liability with respect to the withdrawal or partial withdrawal from any Pension Plan or Multiemployer Plan; (g) the receipt by any Obligor or 
any of its ERISA Affiliates of any notice, or the receipt by any Multiemployer Plan from such Obligor or any of its ERISA Affiliates of any 
notice concerning the imposition of "Withdrawal Liability" or a determination that a Multiemployer Plan is, or is expected to be, insolvent or in 
reorganisation, in each case within the meaning of Title IV of ERISA; (h) the failure to make a required contribution to any Pension Plan that 
would result in the imposition of an encumbrance under Section 412 of the Internal Revenue Code or  
Section 302 of ERISA; or (i) an engagement in a non-exempt prohibited transaction within the meaning of Section 4975 of the Internal 
Revenue Code or Section 406 of ERISA.  

"Existing Bank Facilities" means:  

(a) the $100,000,000 term loan agreement dated 3 June 1999 and made between, among others, Octel Corp. as parent, The Associated Octel 
Company Limited as a borrower and Barclays Bank PLC as facility agent and security agent as amended and restated by an amendment and 
consent agreement dated 22 December 2000;  

(b) the $280,000,000 term loan and $20,000,000 revolving credit facilities agreement dated 27 April 1998 and made between, among others, 
Octel Corp. as parent and Barclays Bank PLC as facility agent and security agent as amended pursuant to amendment agreements dated 24 
June 1998, 3 June 1999, 22 December 2000 and 13 August 2001;  

(c) the US$20,000,000 bond, guarantee, indemnity and letter of credit facility provided by Barclays Bank PLC to AOC pursuant to a facility 
letter dated 27 April 1998.  

"Event of Default" means any event or circumstance specified as such in Clause 22.32 (Events of Default).  

"Facility" means Facility A or Facility B.  

"Facility A" means the term loan facility made available under this Agreement as described in paragraph (a) of Clause 2 (The Facilities).  
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"Facility A Commitment" means:  

(a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading "Facility A Commitment" in Part 
II of Schedule 1 (The Original Parties) and the amount of any other Facility A Commitment transferred to it under this Agreement; and  

(b) in relation to any other Lender, the amount in the Base Currency of any Facility A Commitment transferred to it under this Agreement,  

to the extent not cancelled, reduced or transferred by it under this Agreement.  

"Facility A Loan" means a loan made or to be made under Facility A or the principal amount outstanding for the time being of that loan.  

"Facility A Repayment Date" means each of the dates specified in Clause  
7.1 (Repayment of Facility A Loans) under the column headed Facility A Repayment Dates provided that if any such date is not a Business 
Day then the relevant Facility A Repayment Date shall be the Business Day immediately preceding such date.  

"Facility B" means the revolving loan facility made available under this Agreement as described in paragraph (b) of Clause 2 (The Facilities).  

"Facility B Commitment" means:  

(a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading "Facility B Commitment" in Part 
II of Schedule 1 (The Original Parties) and the amount of any other Facility B Commitment transferred to it under this Agreement; and  

(b) in relation to any other Lender, the amount in the Base Currency of any Facility B Commitment transferred to it under this Agreement,  

to the extent not cancelled, reduced or transferred by it under this Agreement.  

"Facility B Loan" means a loan made or to be made under Facility B or the principal amount outstanding for the time being of that loan.  

"Facility Office" means the office or offices notified by a Lender to the Agent in writing on or before the date it becomes a Lender (or, 
following that date, by not less than five Business Days' written notice) as the office or offices through which it will perform its obligations 
under this Agreement.  

"Fee Letter" means any letter or letters dated on or about the date of this Agreement between the Mandated Lead Arranger and AOC (or the 
Agent or Security Agent and AOC) setting out any of the fees referred to in Clause 12 (Fees).  

"Finance Document" means this Agreement, any Fee Letter, the Syndication Letter, any Accession Letter, any Security Document, any 
Hedging Agreement, any Bilateral Facility Document, the Hedging Strategy Letter and any other document designated as such by the Agent 
and the Parent or the Agent and the Obligors' Agent.  
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"Finance Parties" means the Agent, the Security Agent, the Arranger, each Lender, each Hedging Bank and the Bilateral Bank and "Finance 
Party" means any of them.  

"Financial Indebtedness" means any indebtedness for or in respect of:  

(a) moneys borrowed;  

(b) any amount raised by acceptance under any acceptance credit facility;  

(c) any amount raised pursuant to any note purchase facility or the issue of bonds, notes, debentures, loan stock or any similar instrument;  

(d) the amount of any liability in respect of any lease or hire purchase contract which would, in accordance with US GAAP, be treated as a 
finance or capital lease;  

(e) receivables sold or discounted (other than any receivables to the extent they are sold or discounted on a non-recourse basis);  

(f) any amount raised under any other transaction (including any forward sale or purchase agreement) having the commercial effect of a 
borrowing;  

(g) any derivative transaction entered into in connection with protection against or benefit from fluctuation in any rate or price (and, when 
calculating the value of any derivative transaction, only the marked to market value shall be taken into account);  

(h) any counter-indemnity obligation in respect of a guarantee, indemnity, bond, standby or documentary letter of credit or any other instrument 
issued by a bank or financial institution;  

(i) any amount raised by the issue of redeemable shares if the shares are redeemable at the option of their holder or if the relevant member of 
the Group is otherwise obliged, or may on the occurrence of any event or circumstance become otherwise obliged, to redeem such shares on or 
before the date falling 60 Months after the date of this Agreement;  

(j) any amount of any liability under an advance or deferred purchase agreement if one of the primary reasons behind the entry into this 
agreement is to raise finance or if the deferred payment is to be paid more than 180 days after the date of the acquisition or supply (as 
appropriate) of the relevant asset or service provided under such agreement;  

(k) the amount of any liability in respect of any guarantee or indemnity for any of the items referred to in paragraphs (a) to (j) above;  

and so that, where the amount of Financial Indebtedness falls to be calculated, no amount shall be taken into account more than once in the 
same calculation.  

"Group" means the Parent and its Subsidiaries for the time being.  

"Group Company" means a member of the Group.  
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"Group Structure Chart" means a group structure chart, in the agreed form, showing as at the date of this Agreement:  

(a) all members of the Group;  

(b) any person in which any Group member has (or members of the Group together have) an interest of more than 25% in the issued share 
capital or equivalent ownership interest of such person;  

(c) the jurisdiction of incorporation of each person within (a) and (b) above; and  

(d) that all members of the Group are wholly-owned Subsidiaries of the Parent or, if any members of the Group are not wholly-owned 
Subsidiaries of the Parent, specifying the percentage shareholding or other economic interest which the Parent (directly or indirectly) holds in 
such members of the Group.  

"Guarantor" means an Original Guarantor or an Additional Guarantor, unless it has ceased to be a Guarantor in accordance with Clause 25 
(Changes to the Obligors).  

"Hedging Agreements" means any hedging agreement entered by a Borrower with a Lender pursuant to paragraph (a) of Clause 22.9 (Hedging 
Arrangements) and which complies with the provisions of paragraph  
(b)(i) of such Clause 22.9.  

"Hedging Bank" means any Lender in its capacity as provider of hedging under a Hedging Agreement.  

"Hedging Strategy Letter" means the letter in the agreed form from the Obligors' Agent to the Agent setting out the hedging strategy.  

"Holding Company" means, in relation to a company or corporation, any other company or corporation in respect of which it is a Subsidiary.  

"Identified Target" means all (or substantially all) of the shares in, or all (or substantially all) of the assets of, Leuna Polymer GmbH.  

"Indebtedness" means all money and liabilities now or hereafter due, owing or incurred to the Finance Parties (or any of them) by the Obligors 
under the Finance Documents (or any of them) (including, for the avoidance of doubt, any increase in the amount of the facilities provided 
under any of them) in any currency or currencies, whether present or future, actual or contingent, whether incurred solely or jointly with any 
other person and whether as principal, guarantor or surety, together with all interest accruing thereon and all costs, charges and expenses 
incurred in connection therewith.  

"Indebtedness for Borrowed Money" means Financial Indebtedness save for any indebtedness for or in respect of paragraphs (g) or (h) of the 
definition of "Financial Indebtedness" in this Clause 1.1.  

"Information Memorandum" means the document in the form approved by the Parent concerning the Group which, at the Parent's request and 
on its behalf, is to be prepared in relation to this transaction and distributed by the Mandated Lead Arranger to selected financial institutions 
prior to the Syndication Date in connection with syndication.  
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"Intellectual Property" means the Intellectual Property Rights owned by members of the Group throughout the world or the interests of any 
member of the Group in any of the foregoing, together with the benefit of all agreements entered into or the benefit of which is enjoyed by any 
member of the Group relating to the use or exploitation of any of the aforementioned rights.  

"Intellectual Property Rights" means all patents and patent applications, trade and service marks and trade and/or service mark applications 
(and all goodwill associated with such applications), all brand and trade names, all copyrights and rights in the nature of copyright, all design 
rights, all registered designs and applications for registered designs, all trade secrets, know-how and all other intellectual property rights.  

"Interest Period" means, in relation to a Loan, each period determined in accordance with Clause 10 (Interest Periods) and, in relation to an 
Unpaid Sum, each period determined in accordance with Clause 9.3 (Default interest).  

"Internal Revenue Code" means, at any date, the Internal Revenue Code of 1986 of the United States of America or any successor legislation 
thereto as amended from time to time, and the regulations promulgated and rules issued thereunder, all as the same may be in effect at such 
date.  

"Key Properties" means:  

(a) The land and buildings at Oil Sites Road, Ellesmere Port, Cheshire comprising:-  

(i) the freehold land abutting The Manchester Ship Canal registered at H M Land Registry with freehold title absolute under title number 
CH420032; and  

(ii) the freehold land to the north of Oil Sites Road registered at H M Land Registry with freehold title absolute under title number CH363860; 
and  

(iii) the freehold land on the North side of Oil Sites Road, Ellesmere Port, Cheshire registered at H M Land Registry with title absolute under 
title number CH425646; and  

(iv) the leasehold property being the Armco Barriers, Oil Sites Road, Ellesmere Port registered at H M Land Registry with good leasehold title 
under title number CH403291; and  

(v) land abutting the Manchester Ship Canal demised by a lease dated 14 October 1998 and made between The Manchester Ship Canal 
Company (1) and Associated Octel Company (Plant) Limited (2) and registered at HM Land Registry under Title Number CH431481; and  

(b) The land and buildings at Watling Street, Bletchley, Buckinghamshire being the remaining land registered at H M Land Registry with 
freehold title absolute under title number BM233973.  

"Key Property Debenture" means the Debenture entered into by AOC (Plant) creating Security over, inter alia, the Key Properties.  
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"Legal Reservations" means (a) the principle that equitable remedies are remedies which may be granted or refused at the discretion of the 
court, (b) the limitation on enforcement as a result of laws relating to bankruptcy, insolvency, liquidation, reorganisation, court schemes, 
moratoria, administration and other laws generally affecting the rights of creditors generally, (c) the principle that certain types of security 
expressed to take effect as fixed security may, as a result of the ability of an Obligor to deal with the assets subject to that security on terms 
permitted under the Finance Documents, take effect as floating security, (d) the time-barring of claims under the Limitation Acts, (e) rules 
against penalties and similar principles and (f) any other qualifications or reservations as to matters of law only contained in the legal opinions 
referred to in paragraph 2 of Part I of Schedule 2 (Conditions Precedent) or any other written legal opinion obtained by the Agent or Security 
Agent from its legal advisers under the terms of the Finance Documents.  

"Lender" means:  

(a) any Original Lender; and  

(b) any bank or financial institution which has become a Party in accordance with Clause 24 (Changes to the Lenders),  

which in each case has not ceased to be a Party in accordance with the terms of this Agreement.  

"Leverage Ratio" means, in relation to any period, the ratio of Total Net Debt as at the last day of that period to EBITDA for that period, each 
as determined in accordance with Clause 21 (Financial Covenants).  

"LIBOR" means, in relation to any Loan:  

(a) the applicable Screen Rate; or  

(b) (if no Screen Rate is available for the currency or Interest Period of that Loan) the arithmetic mean of the rates (rounded upwards to four 
decimal places) as supplied to the Agent at its request quoted by the Reference Banks to leading banks in the London interbank market,  

as of the Specified Time on the Quotation Day for the offering of deposits in the currency of that Loan and for a period comparable to the 
Interest Period for that Loan.  

"Loan" means a Facility A Loan or a Facility B Loan.  

"LMA" means the Loan Market Association.  

"Majority Creditors" means, at any time, a Lender or Lenders whose Credit Participations at that time aggregate more than 662/3% of the total 
Credit Participations at that time.  

"Majority Lenders" means, at any time:  

(a) a Lender or Lenders whose Commitments aggregate more than 662/3% of the Total Commitments at that time;  
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(b) or, if the Total Commitments have been reduced to zero, a Lender or Lenders whose Commitments aggregated more than 662/3% of the 
Total Commitments immediately prior to the reduction).  

"Management" means, at any time, the chief executive officer and the chief financial officer of the Parent at that time.  

"Mandatory Cost" means the percentage rate per annum calculated by the Agent in accordance with Schedule 4 (Mandatory Cost Formulae).  

"Margin" means 2.625 per cent. per annum, but if:  

(a) no Event of Default has occurred and is continuing; and  

(b) the Leverage Ratio in respect of the most recently completed Relevant Period falls in one of the ranges set out in the table below,  

then, for so long as the Leverage Ratio continues to fall in such range and no Event of Default is continuing, the Margin shall be the percentage 
rate per annum set out below opposite such range:  

 

(and any reduction or increase in the Margin shall take effect 5 Business Days after receipt by the Agent of the Compliance Certificate for that 
Relevant Period pursuant to Clause 20.2 (Compliance Certificate)) provided that notwithstanding the above the Margin shall be 2.625 per cent. 
per annum in any event from the date hereof until 5 Business Days after receipt by the Agent of the Compliance Certificate for the Relevant 
Period ending 31 March 2002 pursuant to Clause 20.2 (Compliance Certificate).  

"Margin Stock" means margin stock or "margin security" within the meaning of Regulations T, U and X.  

"Material Adverse Effect" means any effect, event or matter:  

(a) which is, or is reasonably likely to be, materially adverse to:  

(i) the business, assets, operations or financial condition of the Group (taken as a whole) (after taking account of any anticipated decline in the 
Business contemplated in the Information Memorandum and/or the Agreed Financial Projections); or  
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                 Leverage Ratio                              Margin 
                                                          (% per annum)  
 
equal to or less than 2.25:1 and greater than 2:1             2.375 
 
equal to or less than 2:1 and greater than 1.50:1               2 
 
equal to or less than 1.50:1 and greater than 1:1             1.625 
 
equal to or less than 1:1                                     1.25 



(ii) the ability of any Obligor to perform in a timely manner any of its material obligations (including without limitation its payment obligations 
and its obligations under Clause 21 (Financial Covenants)) under any of the Finance Documents; or  

(b) which results in any of the rights or obligations arising under the Finance Documents not being legal, valid and binding on and (subject to 
the Legal Reservations) enforceable against any party thereto (other than a Finance Party) and/or, in the case of any Security Documents, not 
providing to the Security Agent (on behalf of itself and the other Finance Parties) perfected enforceable Security (subject to the Legal 
Reservations) over the assets expressed to be secured under the Security Documents, in each case to an extent or in a manner reasonably 
considered by the Majority Lenders to be materially adverse to their interests under the Finance Documents.  

"Material Group Company" means:  

(a) each Obligor;  

(b) any other Subsidiary of the Parent:  

(i) whose gross assets account for more than five per cent of the consolidated gross assets of the Group; and/or  

(ii) whose EBITDA ("Subsidiary EBITDA") accounts for more than five per cent of the EBITDA of the Group,  

and for this purpose the calculation of Subsidiary EBITDA and gross assets shall:  

(i) be made in accordance with US GAAP;  

(ii) in the case of a company which itself has Subsidiaries, be made by using the consolidated Subsidiary EBITDA or consolidated gross assets, 
as the case may be, of it and its Subsidiaries; and  

(iii) be determined by reference to:  

(1) the latest accounts of the relevant company used for the purposes of the then latest audited annual financial statements of the Group 
delivered by the Parent under Clause  
20.1 (Financial Statements); or  

(2) if the relevant company becomes a Subsidiary of the Parent after the end of the financial year to which those latest audited annual financial 
statements of the Group relate, the latest accounts of that Subsidiary; and  

(iv) Subsidiary EBITDA shall be calculated on the same basis as EBITDA in Clause 21.1 (Financial definitions) but adjusted so that references 
to the Group are references to the relevant Subsidiary and its Subsidiaries; or  

(c) any Subsidiary of the Parent to which has been transferred (whether by one transaction or a series of transactions, related or not) the whole 
or substantially the  
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whole of the assets of a Subsidiary of the Parent which immediately prior to those transactions was a Material Group Company; or  

(d) any Subsidiary of Parent which is a Holding Company of a Relevant Holding Company.  

A report by the auditors of the Parent that a Subsidiary is or is not a Material Group Company shall, in the absence of manifest error, be 
conclusive and binding on all Parties.  

"Material Insurances" means all insurance policies of the Group relating to property damage and business interruption.  

"Multiemployer Plan" means a "multiemployer plan" as defined in Section 3(37) of ERISA contributed to for any employees of a U.S. Group 
Company or any ERISA Affiliate.  

"Month" means a period starting on one day in a calendar month and ending on the numerically corresponding day in the next calendar month, 
except that:  

(a) (subject to paragraph (c) below) if the numerically corresponding day is not a Business Day, that period shall end on the next Business Day 
in that calendar month in which that period is to end if there is one, or if there is not, on the immediately preceding Business Day;  

(b) if there is no numerically corresponding day in the calendar month in which that period is to end, that period shall end on the last Business 
Day in that calendar month; and  

(c) if an Interest Period begins on the last Business Day of a calendar month, that Interest Period shall end on the last Business Day in the 
calendar month in which that Interest Period is to end.  

The above rules will only apply to the last Month of any period.  

"Obligors" means each Borrower, each Guarantor, the Obligors' Agent and each other member of the Group which has undertaken (or in the 
future undertakes) obligations to any Finance Party pursuant to any Finance Document and "Obligor" means any of them.  

"Obligors' Agent" means AOC appointed to act on behalf of each Obligor in relation to the Finance Documents pursuant to Clause 36 
(Obligors' Agent).  

"Octel America" means Octel America Inc., a corporation organised under the laws of the State of Delaware, U.S.A.  

"Octel Developments" means Octel Developments PLC (a company incorporated in England with registered number 3516662).  

"Octel Petroleum" means Octel Petroleum Specialities Limited (formerly known as Octel Resources Limited) (a company incorporated in 
England with registered number 3316334).  

"Octel Trading" means Octel Trading Limited (a company incorporated in England with registered number 3516648).  
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"Octel Trading Group" means Octel Trading and its Subsidiaries.  

"Operating Budget" means, in relation to each financial year of the Parent, a budget comprising projected balance sheet, projected profit and 
loss account and projected cashflow statement (including details of projected Capital Expenditure) for the Group for that financial year 
delivered to the Agent pursuant to Clause 20.4 (Operating Budget).  

"Operating Properties" means all real property (including, without limitation, all buildings, fixtures or other improvements located thereon) 
now, hereafter or heretofore owned, leased, operated or used by any member of the Group.  

"Optional Currency" means a currency (other than the Base Currency) which complies with the conditions set out in Clause 4.3 (Conditions 
relating to Optional Currencies).  

"Original Financial Statements" means:  

(a) in relation to the Parent, the audited consolidated financial statements of the Group for the financial year ended 31 December 2000; and  

(b) in relation to each Original Obligor other than the Parent, its audited financial statements for its financial year ended 31 December 2000.  

"Original Obligor" means an Original Borrower or an Original Guarantor.  

"Participating Member State" means any member state of the European Communities that adopts or has adopted the euro as its lawful currency 
in accordance with legislation of the European Union relating to European Monetary Union.  

"Part Owned Entity" means any limited liability company which is not a wholly-owned Subsidiary of any Relevant Holding Company and in 
relation to which a Relevant Holding Company directly or indirectly owns in excess of 25 per cent. of the ordinary share capital.  

"Party" means a party to this Agreement and includes its successors in title, permitted assigns and permitted transferees.  

"Pension Plan" means any employee benefit plan, other than a Multiemployer Plan, which is subject to the provisions of Title IV of ERISA or 
Section 412 of the Internal Revenue Code or Section 302 or ERISA, and in respect of which any U.S. Obligor or any ERISA Affiliate is (or, if 
such plan were terminated, would under Section 4069 of ERISA be deemed to be) an "employer" as defined in Section 3(5) of ERISA.  

"Permitted Guarantee" has the meaning ascribed to it in Clause 22.13 (Guarantees).  

"Permitted Indebtedness" has the meaning ascribed to it in Clause 22.12 (Indebtedness).  

"Permitted Investment" means any investment (whether by way of loan, subscription of share capital, incurrence of any liability or otherwise) 
by any member of the Group in a Part Owned Entity, provided that:  

(a) such investment is in a business similar to, connected with, or related to the development of the Business and if made by a member of the 
Relevant Group is made in a Part Owned Entity of that Relevant Group; and  

-17-  



(b) after the date of this Agreement, the aggregate (without double-counting) of:  

(i) any amount advanced, lent, contributed or subscribed for, or otherwise invested in, such Part Owned Entity by any member of the Group 
during an Accounting Quarter; and  

(ii) the market value of any asset transferred (other than by way of a transfer permitted under this Agreement) or contributed to such Part 
Owned Entity by any member of the Group during an Accounting Quarter; and  

(iii) the maximum liability under any guarantee given by any member of the Group during an Accounting Quarter in respect of any Financial 
Indebtedness incurred (whether by way of guarantee or otherwise) by such  

Part Owned Entity,  

shall not exceed the Unutilised Available Amount in respect of that Accounting Quarter at that time.  

"Permitted Security " means any Security falling within the provisions of paragraph (b) of Clause 22.3 (Negative Pledge).  

"Preferred Stock", as applied to the Capital Stock of any person, means Capital Stock of any class or classes (however designated) which is 
preferred as to the payment of dividends or distributions, or as to the distribution of assets upon any voluntary or involuntary liquidation or 
dissolution of such person, over shares of Capital Stock of any other class of such person.  

"Prochem Acquisition" means the acquisition of all of the shares in Prochem Chemicals Inc. by H. Performance Products Inc. (a Subsidiary of 
Octel America which it is anticipated will change its name to Octel Performance Chemicals Inc.) which completed on 15 August 2001.  

"Prochem Refinancing Facility B Utilisation" means a Utilisation of Facility B the proceeds of which are to be applied for the purposes 
specified in paragraph (b)(iv) of Clause 3.1 (Purpose).  

"Qualifying Lender" has the meaning given to it in Clause 13 (Tax gross-up and indemnities).  

"Quarter Date" has the meaning given to it in Clause 21.1 (Financial definitions).  

"Quotation Day" means, in relation to any period for which an interest rate is to be determined:  

(a) (if the currency is domestic sterling) the first day of that period;  

(b) (if the currency is euro) two TARGET Days before the first day of that period; or  

(c) (for any other currency) two Business Days before the first day of that period,  

unless market practice differs in the London Interbank Market for a currency, in which case the Quotation Day for that currency will be 
determined by the Agent in accordance with market practice in the London Interbank Market (and if quotations would normally be given by 
leading banks in the London Interbank Market on more than one day, the Quotation Day will be the last of those days).  
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"Receiver" means a receiver or receiver and manager or administrative receiver of the whole or any part of the Charged Property.  

"Reference Banks" means the principal London offices of Barclays Bank PLC, Bayerische Landesbank Girozentrale, London Branch and 
Lloyds TSB Bank plc.  

"Regulations T, U and X" means, respectively, Regulations T, U and X of the Board of Governors of the Federal Reserve System of the United 
States (or any successor) as now and from time to time in effect.  

"Relevant Acquisition" means an acquisition by a member of the Group of the Identified Target in respect of which the Agent has received in 
form and substance satisfactory to it the documents and evidence referred to in Part III of Schedule 2 (Conditions Precedent) relating to such 
acquisition.  

"Relevant Acquisition Utilisation" means, a Utilisation of Facility B the proceeds of which are to be applied for the purposes specified in 
paragraph (b)(iii) of Clause 3.1 (Purpose).  

"Relevant Groups" means each of the following:  

(a) Octel Trading and its Subsidiaries;  

(b) Octel Petroleum and its Subsidiaries;  

(c) Octel America and its Subsidiaries,  

(each of (a), (b) and (c) being individually a "Relevant Group").  

"Relevant Holding Companies" means each of the following:  

(a) Octel Trading;  

(b) Octel Petroleum;  

(c) Octel America,  

(each being a "Relevant Holding Company")  

"Relevant GAAP " means, in relation to a company, accounting principles and practices generally accepted from time to time in such 
company's jurisdiction of incorporation.  

"Relevant Period" has the meaning ascribed it in Clause 21 (Financial Covenants).  

"Reliance Letter" means any letter in the agreed form from a provider of a Report or an Additional Report and which is addressed to the 
Security Agent (on behalf of the Finance Parties) and pursuant to which the provider of the Report agrees that the Finance Parties are entitled to 
rely on such Report subject to and on the terms set out therein.  

"Repayment Instalment" means each instalment for repayment of the Facility A Loans referred to in Clause 7.1 (Repayment of Facility A 
Loans).  

"Repeating Representations" means each of the representations set out in Clause 19 (Representations) (other than Clause 19.21 (Information 
Memorandum)) except that the  
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representations set out in Clause 19.6 (Governing law and enforcement), Clause 19.7 (No filing or stamp taxes), Clause 19.8 (No Default), 
paragraph (a) of Clause 19.9 (Security interests), Clause 19.10 (Reports), Clause 19.12 (Financial statements), paragraph (a) of Clause  
19.13 (Material Adverse Changes), Clause 19.15 (No proceedings pending or threatened), Clause 19.20 (Agreed Financial Projections) are only 
Repeating Representations for the purposes of the first Utilisation Request and the first day of the first Interest Period.  

"Reports" means each of the following:  

(a) the environmental report, in the agreed form, prepared by Dames & Moore in relation to the Business; and  

(b) the market report, in the agreed form, prepared by Chem Systems in relation to the Business.  

"Resignation Letter" means a letter substantially in the form set out in Schedule 7 (Form of Resignation Letter).  

"Rollover Loan" means one or more Facility B Loans:  

(a) made or to be made on the same day that a maturing Facility B Loan is due to be repaid;  

(b) the aggregate amount of which is equal to or less than the maturing Facility B Loan;  

(c) in the same currency as the maturing Facility B Loan (unless it arose as a result of the operation of Clause 6.2 (Unavailability of a 
currency)); and  

(d) made or to be made to the same Borrower for the purpose of refinancing a maturing Facility B Loan.  

"Screen Rate" means in relation to LIBOR, the British Bankers' Association Interest Settlement Rate for the relevant currency and period 
displayed on the appropriate page of the Telerate screen. If the agreed page is replaced or service ceases to be available, the Agent may specify 
another page or service displaying the appropriate rate after consultation with the Obligors' Agent and the Lenders.  

"Security" means a mortgage, charge, pledge, lien, hypothecation, right of set-off, security trust, assignment by way of security, reservation of 
title or other security interest securing any obligation of any person or any other agreement or arrangement (including, without limitation, a sale 
and repurchase agreement) having the commercial effect of conferring security.  

"Secured Obligations" means all obligations at any time due, owing or incurred by any Obligor to any Finance Party under the Finance 
Documents, whether present or future, actual or contingent (and whether incurred solely or jointly and whether as principal or surety or in some 
other capacity).  

"Security Documents" means:  

(a) the Debentures;  

(b) the US Security Documents;  
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(c) the Swiss Assignment Agreement;  

(d) the Swiss Share Pledge; and  

(e) the English Share Pledge,  

together with any other document entered into by any member of the Group creating or expressed to create Security over all or any part of its 
assets in respect of the obligations of any of the Obligors under any of the Finance Documents.  

"Selection Notice" means a notice substantially in the form set out in Part II of Schedule 3 (Requests) given in accordance with Clause 10 
(Interest Periods) in relation to Facility A.  

"Senior Notes" means the 10% senior notes due 2006 issued by Octel Developments plc (and guaranteed by the Parent) pursuant to an 
indenture dated as of 1 May 1998.  

"Specified Time" means a time determined in accordance with Schedule 10 (Timetables).  

"Subsidiary" means:  

(a) a subsidiary within the meaning of section 736 of the Companies Act 1985; or  

(b) a subsidiary undertaking within the meaning of Section 258 of the Companies Act 1985; or  

(c) whether or not falling within paragraphs (a) or (b) above, in relation to any company or corporation, a company or corporation:  

(i) which is controlled, directly or indirectly, by the first mentioned company or corporation;  

(ii) more than half the issued share capital of which is beneficially owned, directly or indirectly by the first mentioned company or corporation; 
or  

(iii) which is a Subsidiary of another Subsidiary of the first mentioned company or corporation,  

and for this purpose, a company or corporation shall be treated as being controlled by another if that other company or corporation is able to 
direct its affairs and/or to control the composition of its board of directors or equivalent body.  

"Surplus Cash Flow" means, in respect of any Accounting Quarter of the Parent, Cashflow less Consolidated Net Finance Charges of the Group 
for that Accounting Quarter (and, for the purpose of this definition, the relevant testing period for calculating Cashflow and Consolidated Net 
Finance Charges shall be that Accounting Quarter).  

"Swiss Assignment Agreement" means the assignment agreement entered into by Alcor Chemie Vertriebs GmbH in favour of the Security 
Agent dated after the date of this Agreement and on or before the Closing Date.  

"Swiss Share Pledge" means the share pledge agreement dated after the date of this Agreement and on or before the Closing Date between 
OBOAdler Company Limited as  
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pledgor and the Security Agent pursuant to which the shares in Alcor Chemie Vertriebs GmbH are pledged by way of security to the Security 
Agent.  

"Syndication Date" means the earlier of:  

(a) the day which is 6 Months after the date of this Agreement; and  

(b) the day specified by the Mandated Lead Arranger to the Obligors' Agent as the day on which primary syndication of the Facilities is 
completed.  

"Syndication Letter" means the letter headed "Syndication Letter" dated on or about the date of this Agreement and made between the 
Mandated Lead Arranger, the Original Lenders and Octel Corp and the Obligors' Agent.  

"TARGET" means Trans-European Automated Real-time Gross Settlement Express Transfer payment system.  

"TARGET Day" means any day on which TARGET is open for the settlement of payments in euro.  

"Tax" means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any penalty or interest payable in 
connection with any failure to pay or any delay in paying any of the same).  

"Taxes Act" means the Income and Corporation Taxes Act 1988.  

"Termination Date" means the day falling 36 Months after the date of this Agreement.  

"Total Commitments" means the aggregate of the Total Facility A Commitments and the Total Facility B Commitments, being $250,000,000 at 
the date of this Agreement.  

"Total Facility A Commitments" means the aggregate of the Facility A Commitments, being $210,000,000 at the date of this Agreement.  

"Total Net Debt" has the meaning ascribed to it in Clause 21 (Financial Covenants).  

"Total Facility B Commitments" means the aggregate of the Facility B Commitments, being $40,000,000 at the date of this Agreement.  

"Transaction Security" means the Security created or expressed to be created under the Security Documents.  

"Transfer Certificate" means a certificate substantially in one of the forms set out in Schedule 5 (Form of Transfer Certificates) or any other 
form agreed between the Agent and the Obligors' Agent.  

"Transfer Date" means, in relation to a transfer, the later of:  

(a) the proposed Transfer Date specified in the Transfer Certificate; and  

(b) the date on which the Agent executes the Transfer Certificate.  
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"Trigger Date" means the date on which the Agent has confirmed to the Lenders and the Obligors' Agent that the following conditions have 
been satisfied:  

(a) the Total Commitments have been permanently reduced by at least 50% of the Total Commitments as at the date of this Agreement; and  

(b) the Leverage Ratio for the most recently ended Relevant Period is no greater than 1.75:1 (tested in accordance with Clause 21 (Financial 
Covenants),  

(and the Agent will as soon as reasonably practicable after being requested to do so by the Obligors' Agent when the Obligors' Agent believes 
that the above conditions have been satisfied notify it and the Lenders when the above conditions have been satisfied for these purposes).  

"Unpaid Sum" means any sum due and payable but unpaid by an Obligor under the Finance Documents.  

"UK GAAP " means accounting principles and practices generally accepted from time to time in the United Kingdom.  

"Unutilised Available Amount" means, in respect of any Accounting Quarter, the Available Amount for that Accounting Quarter less the total 
cost of all Permitted Investments made in that Accounting Quarter (which for this purpose shall be the aggregate of the amounts specified in 
paragraph (b) of the definition of "Permitted Investment" in this Clause 1.1 in respect of the relevant Permitted Investments).  

"US" or "USA" means the United States of America.  

"US GAAP" means accounting principles and practices generally accepted from time to time in the US.  

"U.S. Group Member" means a member of the Group incorporated in the U.S.  

"U.S. Guarantor" means a Guarantor incorporated in the U.S.  

"U.S. Obligor" means an Obligor incorporated in the U.S.  

"US Security Documents" means each security agreement and pledge agreement governed by the laws of a State of the USA entered into by 
each of the Original Obligors which is incorporated in the US in favour of the Security Agent and dated after the date of this Agreement and on 
or before the Closing Date.  

"Utilisation" means a utilisation of a Facility.  

"Utilisation Date" means the date of a Utilisation, being the date on which the relevant Loan is to be made.  

"Utilisation Request" means a notice substantially in the form set out in Part I of Schedule 3 (Requests).  

"VAT" means value added tax as provided for in the Value Added Tax Act 1994 and any other tax of a similar nature.  
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"Voting Stock" of a person means all classes of Capital Stock issued by a corporation or equivalent interests in any other person (including 
partnership interests) of such person then outstanding, the holders of which are normally entitled (without regard to the occurrence of any 
contingency) to vote in the election of directors, managers, trustees or persons performing similar functions thereof, even if the right to vote has 
been suspended by the occurrence of such a contingency.  

1.2 CONSTRUCTION  
(a) Unless a contrary indication appears a reference in this Agreement or the Key Property Debenture to:  

(i) "assets" includes present and future properties, revenues and rights of every description;  

(ii) a document being in the "agreed form" means in a form agreed between the Obligors' Agent and the Agent;  

(iii) a "Finance Document" or any other agreement or instrument is a reference to that Finance Document or other agreement or instrument as 
amended, restated or novated;  

(iv) "indebtedness" includes any obligation (whether incurred as principal or as surety) for the payment or repayment of money, whether 
present or future, actual or contingent;  

(v) a "person" includes any person, firm, company, corporation, government, state or agency of a state or any association, trust or partnership 
(whether or not having separate legal personality) of two or more of the foregoing;  

(vi) a "regulation" includes any regulation, rule, official directive, request or guideline (whether or not having the force of law) of any 
governmental, intergovernmental or supranational body, agency, department or regulatory, self-regulatory or other authority or organisation;  

(vii) a provision of law is a reference to that provision as amended or re-enacted; and  

(viii) a time of day is a reference to London time.  

(b) Section, Clause and Schedule headings are for ease of reference only.  

(c) Unless a contrary indication appears, a term used in any other Finance Document or in any notice given under or in connection with any 
Finance Document has the same meaning in that Finance Document or notice as in this Agreement.  

(d) A Default (other than an Event of Default) is "continuing" if it has not been remedied or waived and an Event of Default is "continuing" if it 
has not been remedied or waived.  
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1.3 CURRENCY SYMBOLS AND DEFINITIONS "$" and "dollars" denote lawful currency of the United States of America, "(pound)" and 
"sterling" denotes lawful currency of the United Kingdom and "EUR" and "euro" means the single currency unit of the Participating Member 
States.  

1.4 THIRD PARTY RIGHTS  
(a) Except as provided in a Finance Document, the terms of a Finance Document may be enforced only by a party to it and the operation of the 
Contracts (Rights of Third Parties) Act 1999 is excluded.  

(b) Notwithstanding any provision of any Finance Document, the Parties to a Finance Document do not require the consent of any third party to 
rescind or vary any Finance Document at any time.  

1.5 BARCLAYS CAPITAL References in the Finance Documents to "Barclays Capital" are references to Barclays Capital, the investment 
banking division of Barclays Bank PLC.  
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SECTION 2  

THE FACILITIES  

2. THE FACILITIES  

2.1 THE FACILITIES Subject to the terms of this Agreement, the Lenders make available:  

(a) to Octel Developments a multicurrency term loan facility in an aggregate amount equal to the Total Facility A Commitments; and  

(b) to the Borrowers a multicurrency revolving loan facility in an aggregate amount equal to the Total Facility B Commitments.  

2.2 BILATERAL FACILITIES  
(a) Each Bilateral Bank makes available to the relevant Borrowers the Bilateral Facilities applicable to that Bilateral Bank on the terms set out 
in the relevant Bilateral Facility Documents.  

(b) Each Bilateral Bank and the relevant Borrower shall promptly notify the Agent of:  

(i) the establishment of any Bilateral Facility applicable to it; and  

(ii) such information relating to the operation of any Bilateral Facility applicable to it (including, without limitation, the Bilateral Outstandings 
and Bilateral Commitments thereunder) as the Agent may from time to time request and each Borrower hereby consents to all such information 
being released to the Agent and each Lender.  

(c) In case of any inconsistency between any term of any Bilateral Facility and this Agreement, the terms of this Agreement shall prevail.  

(d) Each Bilateral Bank and each relevant Borrower acknowledge the terms of Clause 22.10 (Bilateral Facilities) and paragraph (e) of Clause 
22.12 (Indebtedness).  

2.3 LENDERS' RIGHTS AND OBLIGATIONS  
(a) The obligations of each Lender under the Finance Documents are several. Failure by a Lender to perform its obligations under the Finance 
Documents does not affect the obligations of any other Party under the Finance Documents. No Finance Party is responsible for the obligations 
of any other Finance Party under the Finance Documents.  

(b) The rights of each Lender under or in connection with the Finance Documents are separate and independent rights and any debt arising 
under the Finance Documents to a Lender from an Obligor shall be a separate and independent debt.  

(c) A Finance Party may, except as otherwise stated in the Finance Documents, separately enforce its rights under the Finance Documents.  
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3. PURPOSE  

3.1 PURPOSE  
(a) Octel Developments shall apply all amounts borrowed by it under Facility A towards refinancing the Existing Bank Facilities and the Senior 
Notes and all broken funding, make-whole amounts, accrued interest and other costs and expenses relating to such refinancing.  

(b) Each Borrower shall apply all amounts borrowed by it under Facility B:  

(i) towards general corporate purposes of the Group;  

(ii) towards refinancing the revolving facility under the Existing Bank Facilities and all broken funding, accrued interest and other costs and 
expenses relating to such refinancing;  

(iii) towards the Relevant Acquisition (including refinancing any indebtedness of the relevant acquired company or business or any Subsidiary 
thereof) and costs, expenses and fees related to such Relevant Acquisition; or  

(iv) to refinance indebtedness incurred by the Group in connection with the Prochem Acquisition.  

3.2 MONITORING No Finance Party is bound to monitor or verify the application of any amount borrowed pursuant to this Agreement.  

4. CONDITIONS OF UTILISATION  

4.1 INITIAL CONDITIONS PRECEDENT  
(a) No Borrower may deliver a Utilisation Request unless the Agent has received all of the documents and other evidence listed in Part I of 
Schedule 2 (Conditions Precedent) in form and substance satisfactory to the Agent. The Agent shall notify the Obligors' Agent and the Lenders 
promptly upon being so satisfied.  

(b) In addition, no Borrower may deliver a Utilisation Request in respect of any Utilisation of Facility B if that Utilisation is to be a Relevant 
Acquisition Utilisation or a Prochem Refinancing Facility B Utilisation unless:  

(i) (if that Utilisation is to be a Relevant Acquisition Utilisation) the Agent has received in respect of the acquisition of the Identified Target to 
be financed by that Utilisation all of the documents and other evidence listed in Part III of Schedule 2 (Conditions Precedent) relating to such 
acquisition in form and substance satisfactory to the Agent (and the Agent shall notify the Obligors' Agent and the Lenders promptly upon 
being so satisfied); or  

(ii) (if that Utilisation is to be a Prochem Refinancing Facility B Utilisation) the Utilisation Request relating to such Utilisation confirms that 
the Utilisation is to be used to repay indebtedness incurred by the Group in connection with the Prochem Acquisition.  

-27-  



4.2 FURTHER CONDITIONS PRECEDENT  
(a) The Lenders will only be obliged to comply with Clause 5.4 (Lenders' participation) if on the date of the Utilisation Request and on the 
proposed Utilisation Date:  

(i) in the case of a Rollover Loan, no Event of Default is continuing or would result from the proposed Loan and, in the case of any other Loan, 
no Default is continuing or would result from the proposed Loan; and  

(ii) the Repeating Representations to be made by each Obligor are true in all material respects.  

(b) The Lenders will only be obliged to comply with Clause 6.3 (Change of currency) if, on the first day of an Interest Period, no Default is 
continuing or would result from the change of currency and the Repeating Representations to be made by each Obligor are true in all material 
respects.  

4.3 CONDITIONS RELATING TO OPTIONAL CURRENCIES  
(a) A currency will constitute an Optional Currency in relation to a Loan if it is sterling or euro or (in the case of any other currency) if:  

(i) it is readily available in the amount required and freely convertible into the Base Currency in the London interbank market on the Quotation 
Day and the Utilisation Date for that Loan; and  

(ii) it has been approved by the Agent (acting on the instructions of all the Lenders) on or prior to receipt by the Agent of the relevant 
Utilisation Request or Selection Notice for that Loan.  

(b) If the Agent has received a written request from the Obligors' Agent for a currency to be approved under paragraph (a)(ii) above, the Agent 
will confirm to the Obligors' Agent by the Specified Time:  

(i) whether or not the Lenders have granted their approval; and  

(ii) if approval has been granted, the minimum amount (and, if required, integral multiples) for any subsequent Utilisation in that currency.  

(c) If the euro constitutes an Optional Currency at any time, a Loan will only be made available in the euro unit.  

4.4 MAXIMUM NUMBER OF LOANS AND OPTIONAL CURRENCIES  
(a) A Borrower may not deliver a Utilisation Request if as a result of the proposed Utilisation:  

(i) more than eight Loans would be outstanding; or  

(ii) the Loans would be outstanding in more than three currencies.  

(b) A Borrower may not request that a Facility A Loan be divided if, as a result of the proposed division, more than eight Loans would be 
outstanding.  
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(c) Any Loan made by a single Lender under Clause 6.2 (Unavailability of a currency) shall not be taken into account in this Clause 4.4.  

4.5 SINGLE DRAWING FOR FACILITY A  
(a) Facility A shall be drawndown in one amount by Octel Developments.  

(b) No Facility B Loans may be drawn until a Facility A Loan has been drawn.  

-29-  



SECTION 3  

UTILISATION  

5. UTILISATION  

5.1 DELIVERY OF A UTILISATION REQUEST A Borrower may utilise a Facility by delivery to the Agent of a duly completed Utilisation 
Request not later than the Specified Time.  

5.2 COMPLETION OF A UTILISATION REQUEST  
(a) Each Utilisation Request is irrevocable and will not be regarded as having been duly completed unless:  

(i) it identifies the Facility to be utilised and if that is Facility B (where relevant) if it is for a Relevant Acquisition Utilisation or a Prochem 
Refinancing Facility B Utilisation;  

(ii) the proposed Utilisation Date is a Business Day within the Availability Period applicable to that Facility;  

(iii) the currency and amount of the Utilisation comply with Clause 5.3 (Currency and amount);  

(iv) the proposed Interest Period complies with Clause 10 (Interest Periods);  

(v) if it is for a Relevant Acquisition Utilisation it provides reasonable details as to how the proceeds of the Utilisation are to be applied 
towards the Relevant Acquisition;  

(vi) if it is for a Prochem Refinancing Facility B Utilisation, it specifies that the proceeds are to be used to repay indebtedness incurred by the 
Group in connection with the Prochem Acquisition; and  

(vii) if it is in relation to Facility A, the Borrower is Octel Developments.  

(b) Only one Loan may be requested in each Utilisation Request.  

5.3 CURRENCY AND AMOUNT  
(a) The currency specified in a Utilisation Request must be the Base Currency or an Optional Currency.  

(b) The amount of the proposed Loan must be an amount whose Base Currency Amount is not more than the Available Facility and which is:  

(i) if the currency selected is the Base Currency, a minimum of $10,000,000 for Facility A and $5,000,000 for Facility B or in any case, if less, 
the Available Facility; or  

(ii) if the currency selected is sterling or euro, a minimum of (pound)7,000,000 or euro 10,000,000 for Facility A and (pound)3,000,000 or euro 
5,000,000 for Revolving Facility B or in any case, if less, the Available Facility; or  
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(iii) if the currency selected is an Optional Currency other than sterling or euro, the minimum amount (or an integral multiple, if required) 
specified by the Agent pursuant to paragraph (b) (ii) of Clause 4.3 (Conditions relating to Optional Currencies) or, if less, the Available 
Facility.  

5.4 LENDERS' PARTICIPATION  
(a) If the conditions set out in this Agreement have been met, each Lender shall make its participation in each Loan available by the Utilisation 
Date through its Facility Office.  

(b) The amount of each Lender's participation in each Loan will be equal to the proportion borne by its Available Commitment to the Available 
Facility immediately prior to making the Loan.  

(c) The Agent shall notify each Lender of the amount, currency and the Base Currency Amount of each Loan at the Specified Time.  

6. OPTIONAL CURRENCIES  

6.1 SELECTION OF CURRENCY  
(a) A Borrower (or the Obligors' Agent on behalf of a Borrower) shall select the currency of a Loan:  

(i) (in the case of an initial Utilisation) in a Utilisation Request; and  

(ii) (afterwards in relation to a Facility A Loan made to it) in a Selection Notice.  

(b) If a Borrower (or the Obligors' Agent on behalf of a Borrower) fails to issue a Selection Notice in relation to a Facility A Loan, the Loan 
will remain denominated for its next Interest Period in the same currency in which it is then outstanding.  

(c) If a Borrower (or the Obligors' Agent on behalf of a Borrower) issues a Selection Notice requesting a change of currency and the first day of 
the requested Interest Period is not a Business Day for the new currency, the Agent shall promptly notify the Borrower and the Lenders and the 
Loan will remain in the existing currency (with Interest Periods running from one Business Day until the next Business Day) until the next day 
which is a Business Day for both currencies, on which day the requested Interest Period will begin.  

6.2 UNAVAILABILITY OF A CURRENCY If before the Specified Time on any Quotation Day:  

(a) the Agent has received notice from a Lender that the Optional Currency requested is not readily available to it in the amount required; or  

(b) a Lender notifies the Agent that compliance with its obligation to participate in a Loan in the proposed Optional Currency would contravene 
a law or regulation applicable to it,  

the Agent will give notice to the relevant Borrower to that effect by the Specified Time on that day. In this event, any Lender that gives notice 
pursuant to this Clause 6.2 will be required to participate in the Loan in the Base Currency (in an amount equal to that Lender's proportion of  
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the Base Currency Amount, or in respect of a Rollover Loan, an amount equal to that Lender's proportion of the Base Currency Amount of the 
maturing Facility B Loan that is due to be repaid) and its participation will be treated as a separate Loan denominated in the Base Currency 
during that Interest Period.  

6.3 CHANGE OF CURRENCY  
(a) If a Facility A Loan is to be denominated in different currencies during two successive Interest Periods:  

(i) if the currency for the second Interest Period is an Optional Currency, the amount of the Loan in that Optional Currency will be calculated 
by the Agent as the amount of that Optional Currency equal to the Base Currency Amount of the Loan at the Agent's Spot Rate of Exchange at 
the Specified Time;  

(ii) if the currency for the second Interest Period is the Base Currency, the amount of the Loan will be equal to the Base Currency Amount;  

(iii) (unless the Agent and the Borrower agree otherwise in accordance with paragraph (b) below) the Borrower that has borrowed the Loan 
shall repay it on the last day of the first Interest Period in the currency in which it was denominated for that Interest Period; and  

(iv) (subject to Clause 4.2 (Further conditions precedent)) the Lenders shall re-advance the Loan in the new currency in accordance with Clause 
6.5 (Agent's calculations).  

(b) If the Agent and the Borrower that has borrowed the Facility A Loan agree, the Agent shall:  

(i) apply the amount paid to it by the Lenders pursuant to paragraph (a)(iv) above (or so much of that amount as is necessary) in or towards 
purchase of an amount in the currency in which the Facility A Loan is outstanding for the first Interest Period; and  

(ii) use the amount it purchases in or towards satisfaction of the relevant Borrower's obligations under paragraph (a)(iii) above.  

(c) If the amount purchased by the Agent pursuant to paragraph  
(b)(i) above is less than the amount required to be repaid by the relevant Borrower, the Agent shall promptly notify that Borrower and that 
Borrower shall, on the last day of the first Interest Period, pay an amount to the Agent (in the currency of the outstanding Facility A Loan or 
Facility B Loan (as the case may be) for the first Interest Period) equal to the difference.  

(d) If any part of the amount paid to the Agent by the Lenders pursuant to paragraph (a)(iv) above is not needed to purchase the amount 
required to be repaid by the relevant Borrower, the Agent shall promptly notify that Borrower and pay that Borrower, on the last day of the first 
Interest Period that part of that amount (in the new currency).  

-32-  



6.4 SAME OPTIONAL CURRENCY DURING SUCCESSIVE INTEREST PERIODS  
(a) If a Facility A Loan is to be denominated in the same Optional Currency during two successive Interest Periods, the Agent shall calculate 
the amount of the Facility A Loan in the Optional Currency for the second of those Interest Periods (by calculating the amount of Optional 
Currency equal to the Base Currency Amount of that Facility A Loan at the Agent's Spot Rate of Exchange at the Specified Time) and (subject 
to paragraph (b) below):  

(i) if the amount calculated is less than the existing amount of that Facility A Loan in the Optional Currency during the first Interest Period, 
promptly notify the Borrower that has borrowed that Facility A Loan and that Borrower shall pay, on the last day of the first Interest Period, an 
amount equal to the difference; or  

(ii) if the amount calculated is more than the existing amount of that Facility A Loan in the Optional Currency during the first Interest Period, 
promptly notify each Lender and, if no Event of Default is continuing, each Lender shall, on the last day of the first Interest Period, pay its 
participation in an amount equal to the difference.  

(b) If the calculation made by the Agent pursuant to paragraph (a) above shows that the amount of the Facility A Loan in the Optional Currency 
for the second of those Interest Periods converted into the Base Currency at the Agent's Spot Rate of Exchange at the Specified Time has 
increased or decreased by less than 5 per cent. compared to its Base Currency Amount, no notification shall be made by the Agent and no 
payment shall be required under paragraph (a) above.  

6.5 AGENT'S CALCULATIONS  
(a) All calculations made by the Agent pursuant to this Clause 6 will take into account any repayment, prepayment, consolidation or division of 
Facility A Loans to be made on the last day of the first Interest Period.  

(b) Each Lender's participation in a Loan will, subject to paragraph (a) above, be determined in accordance with paragraph (b) of Clause 5.4 
(Lenders' participation).  

-33-  



SECTION 4  

REPAYMENT, PREPAYMENT AND CANCELLATION  

7. REPAYMENT  

7.1 REPAYMENT OF FACILITY A LOANS  
(a) Octel Developments shall repay the Facility A Loans in instalments by repaying on each Facility A Repayment Date the amount set out 
opposite each Facility A Repayment Date below:  

 

(b) If, in relation to a Facility A Repayment Date, the aggregate amount of the Facility A Loans made to the Borrowers exceeds the Repayment 
Instalment to be repaid by Octel Developments, the Obligors' Agent may, if it gives the Agent not less than five Business Days' prior notice, 
select which of those Facility A Loans will be wholly or partially repaid so that the Repayment Instalment is repaid on the relevant Facility A 
Repayment Date in full. The Obligors' Agent may not make a selection if as a result more than one Facility A Loan will be partially repaid.  

(c) If the Obligors' Agent fails to deliver a notice to the Agent in accordance with paragraph (b) above, the Agent shall select the Facility A 
Loans to be wholly or partially repaid.  

(d) Any repayment or prepayment of a Facility A Loan denominated in an Optional Currency shall reduce the amount of that Facility A Loan 
by the amount of that Optional Currency repaid and shall reduce the Base Currency Amount of that Facility A Loan proportionally.  

(e) No Borrower may reborrow any part of Facility A which is repaid.  

7.2 REPAYMENT OF FACILITY B LOANS Each Borrower which has drawn a Facility B Loan shall repay that Loan on the last day of its 
Interest Period.  
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Facility A Repayment Date      Repayment Instalment  
                                        ($) 
 
        31 March 2002               40,000,000 
    30 September 2002               25,000,000 
        31 March 2003               25,000,000 
    30 September 2003               20,000,000 
        31 March 2004               20,000,000 
    30 September 2004               20,000,000 
     Termination Date               60,000,000 



8. PREPAYMENT AND CANCELLATION  

8.1 ILLEGALITY If it becomes unlawful in any jurisdiction for a Lender to perform any of its obligations as contemplated by this Agreement 
or to fund its participation in any Loan:  

(a) that Lender shall promptly notify the Agent upon becoming aware of that event;  

(b) upon the Agent notifying the Obligors' Agent, the Commitment of that Lender will be immediately cancelled; and  

(c) each Borrower shall repay that Lender's participation in the Loans made to that Borrower on the last day of the Interest Period for each Loan 
occurring after the Agent has notified the Obligors' Agent or, if earlier, the date specified by the Lender in the notice delivered to the Agent 
(being no earlier than the last day of any applicable grace period permitted by law).  

8.2 CHANGE OF CONTROL  
(a) If any person or group of persons acting in concert gains control of the Parent (a "Change of Control"):  

(i) the Parent shall promptly notify the Agent upon becoming aware of that event;  

(ii) if the Parent so requires, the Parties shall enter into good faith negotiations with a view to determining whether and on what terms the 
Facilities can continue to remain outstanding and be provided;  

(iii) if no agreement between the Lenders and the Parent is reached within 30 days of the Change of Control occurring as to the terms on which 
the Facilities can continue to remain outstanding and be provided, the Agent shall, by not less than 15 days notice to the Parent, cancel the 
Facilities and declare all outstanding Loans, together with accrued interest, and all other amounts accrued under the Finance Documents 
immediately due and payable, whereupon the Facilities will be cancelled and all such outstanding amounts will become immediately due and 
payable.  

(b) For the purpose of paragraph (a) above "control" means:  

(i) the power (whether by way of ownership of shares, proxy, contract, agency or otherwise) to:  

(1) cast, or control the casting of, more than one-half of the maximum number of votes that might be cast at a general meeting of the Parent; or  

(2) appoint or remove all, or the majority, of the directors or other equivalent officers of the Parent; or  

(3) give directions with respect to the operating and financial policies of the Parent which the directors or other equivalent officers of the Parent 
are obliged to comply with; or  
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(ii) the holding of more than one-half of the issued share capital of the Parent (excluding any part of that issued share capital that carries no 
right to participate beyond a specified amount in a distribution of either profits or capital).  

(c) For the purpose of paragraph (a) above "acting in concert" means a group of persons who, pursuant to an agreement or understanding 
(whether formal or informal), actively co-operate, through the acquisition by any of them, either directly or indirectly, of shares in the Parent, 
to obtain or consolidate control of the Parent.  

8.3 VOLUNTARY CANCELLATION The Parent may, if it gives the Agent not less than five Business Days' (or such shorter period as the 
Majority Lenders may agree) prior notice, cancel the whole or any part (being a minimum amount of $10,000,000) of an Available Facility. 
Any cancellation under this Clause 8.3 shall reduce the Commitments of the Lenders rateably under that Facility.  

8.4 VOLUNTARY PREPAYMENT OF FACILITY A LOANS  
(a) A Borrower to which a Facility A Loan has been made may, if it gives the Agent not less than ten Business Days' (or such shorter period as 
the Majority Lenders may agree) prior notice, prepay the whole or any part of any Facility A Loan (but, if in part, being an amount that reduces 
the Base Currency Amount of the Facility A Loan by a minimum amount of $10,000,000).  

(b) A Facility A Loan may only be prepaid after the last day of the applicable Availability Period (or, if earlier, the day on which the applicable 
Available Facility is zero).  

(c) Any prepayment under this Clause 8.4 shall satisfy the obligations under Clause 7.1 (Repayment of Facility A Loans) pro rata across the 
repayment instalments of the Facility A Loans then outstanding.  

8.5 VOLUNTARY PREPAYMENT OF FACILITY B LOANS The Borrower to which a Facility B Loan has been made may, if it gives the 
Agent not less than ten Business Days' (or such shorter period as the Majority Lenders may agree) prior notice, prepay the whole or any part of 
a Facility B Loan (but if in part, being an amount that reduces the Base Currency Amount of the Facility B Loan by a minimum amount of 
$10,000,000).  

8.6 RIGHT OF REPAYMENT AND CANCELLATION IN RELATION TO A SINGLE LENDER  
(a) If:  

(i) any sum payable to any Lender by an Obligor is required to be increased under paragraph (c) of Clause 13.2 (Tax gross-up); or  

(ii) any Lender claims indemnification from the Obligors' Agent under Clause 13.3 (Tax indemnity) or Clause  
14.1 (Increased costs),  

the Parent may, whilst the circumstance giving rise to the requirement or indemnification continues, give the Agent notice of cancellation of the 
Commitment of that Lender and its intention to procure the repayment of that Lender's participation in the Loans.  
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(b) On receipt of a notice referred to in paragraph (a) above, the Commitment of that Lender shall immediately be reduced to zero.  

(c) On the last day of each Interest Period which ends after the Parent has given notice under paragraph (a) above (or, if earlier, the date 
specified by the Parent in that notice), each Borrower to which a Loan is outstanding shall repay that Lender's participation in that Loan.  

8.7 SURPLUS CASH FLOW  
(a) Subject to paragraph (c) below, within 20 Business Days of delivery of the quarterly unaudited consolidated financial statements of the 
Parent in respect of an Accounting Quarter of the Parent pursuant to Clause 20.1 (Financial Statements), the Parent will (or will procure that a 
Borrower will) prepay an amount of the Facilities in accordance with Clause 8.8 (Prepayments: Order of Application) and in an amount equal 
to 50 per cent. of the amount of Surplus Cash Flow for such Accounting Quarter, provided that Surplus Cash Flow for any Accounting Quarter 
shall (to the extent such amounts are included in Surplus Cash Flow) be reduced by the aggregate amount of prepayments made pursuant to 
Clause 8.4 (Voluntary prepayment of Facility A Loans) during that Accounting Quarter.  

(b) The Parent will deliver, together with the quarterly unaudited consolidated financial statements referred to in paragraph (a) above, a 
certificate confirming:  

(i) the amount of the Surplus Cash Flow (if any), together with a calculation of how that amount has been determined; and  

(ii) the ratio of Total Net Debt (as at the end of the Accounting Quarter to which those management accounts relate) to EBITDA (for the 12 
month period ending on the last day of that Accounting Quarter), together with a calculation of how that ratio has been determined.  

(c) The Parent shall be under no obligation to make any prepayment under this Clause 8.7 in respect of the Surplus Cash Flow for any 
Accounting Quarter beginning after the Trigger Date has occurred.  

8.8 PREPAYMENTS: ORDER OF APPLICATION Prepayments made pursuant to Clause 8.7 (Surplus Cash Flow) shall be applied in 
prepayment of Facility A Loans (and such prepayment shall satisfy the obligations under Clause 7.1 (Repayment of Facility A Loans) in 
inverse order of maturity) until Facility A has been reduced to zero.  

8.9 PREPAYMENTS DURING INTEREST PERIODS  
(a) Where any amount required to be prepaid under Clause 8.7 (Surplus Cash Flow) is received by the Agent during an Interest Period relating 
to any Loan to be prepaid, the Agent will (subject to paragraph (c) below) retain such amount until the end of such Interest Period and will 
apply the same against the relevant Loan or Loans on the last day of the relevant Interest Period.  

(b) Subject to paragraph (c) below, pending application against the relevant Loan or Loans the sums held by the Agent under paragraph (a) 
above will be placed in a Cash  
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Collateral Account designated by the Obligors' Agent (or, failing designation, selected by the Agent) and the interest earned on such account 
will be applied by the Agent towards the interest due by the relevant Borrower in respect of the relevant Loan or Loans at the time the amount 
is applied in repayment of the relevant Loan or Loans.  

(c) The Obligors' Agent may, by notice to the Agent, require that any Interest Period be broken and that the proceeds arising under Clause 8.7 
(Surplus Cash Flow) be applied immediately towards repayment of the relevant Loan or Loans.  

8.10 RESTRICTIONS  
(a) Any notice of cancellation or prepayment given by any Party under this Clause 8 shall be irrevocable and, unless a contrary indication 
appears in this Agreement, shall specify the date or dates upon which the relevant cancellation or prepayment is to be made and the amount of 
that cancellation or prepayment.  

(b) Any prepayment under this Agreement shall be made together with accrued interest on the amount prepaid and, subject to any Break Costs, 
without premium or penalty.  

(c) No Borrower may reborrow any part of Facility A which is prepaid.  

(d) Unless a contrary indication appears in this Agreement, any part of Facility B which is prepaid may be reborrowed in accordance with the 
terms of this Agreement.  

(e) The Borrowers shall not repay or prepay all or any part of the Loans or cancel all or any part of the Commitments except at the times and in 
the manner expressly provided for in this Agreement.  

(f) No amount of the Total Commitments cancelled under this Agreement may be subsequently reinstated.  

(g) If the Agent receives a notice under this Clause 8 it shall promptly forward a copy of that notice to either the Parent or the affected Lender, 
as appropriate.  
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SECTION 5  

COSTS OF UTILISATION  

9. INTEREST  

9.1 CALCULATION OF INTEREST The rate of interest on each Loan for each Interest Period is the percentage rate per annum which is the 
aggregate of the applicable:  

(a) Margin;  

(b) LIBOR; and  

(c) Mandatory Cost, if any.  

9.2 PAYMENT OF INTEREST The Borrower to which a Loan has been made shall pay accrued interest on that Loan on the last day of each 
Interest Period (and, if the Interest Period is longer than six Months, on the dates falling at six Monthly intervals after the first day of the 
Interest Period).  

9.3 DEFAULT INTEREST  
(a) If an Obligor fails to pay any amount payable by it under a Finance Document on its due date, interest shall accrue on the overdue amount 
from the due date up to the date of actual payment (both before and after judgment), subject to paragraph  
(b) below, at a rate one per cent higher than the rate which would have been payable if the overdue amount had, during the period of non-
payment, constituted a Loan in the currency of the overdue amount for successive Interest Periods, each of a duration selected by the Agent 
(acting reasonably). Any interest accruing under this Clause 9.3 shall be immediately payable by the Obligor on demand by the Agent.  

(b) If any overdue amount consists of all or a part of a Loan which became due on a day which was not the last day of an Interest Period 
relating to that Loan:  

(i) the first Interest Period for that overdue amount shall have a duration equal to the unexpired portion of the current Interest Period relating to 
that Loan; and  

(ii) the rate of interest applying to the overdue amount during that first Interest Period shall be the sum of 1 per cent and the rate which would 
have applied if the overdue amount had not become due.  

(c) Default interest (if unpaid) arising on an overdue amount will be compounded with the overdue amount at the end of each Interest Period 
applicable to that overdue amount but will remain immediately due and payable.  

9.4 NOTIFICATION OF RATES OF INTEREST The Agent shall promptly notify the Lenders and the relevant Borrower of the determination 
of a rate of interest under this Agreement.  
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(g) A Facility B Loan has one Interest Period only.  

(h) Prior to the Syndication Date, Interest Periods shall be one month or such other period as the Agent and the Obligors' Agent may agree and 
any Interest Period which would otherwise end during the month preceding or extend beyond the Syndication Date shall end on the Syndication 
Date.  

10.2 CHANGES TO INTEREST PERIODS  

10.      INTEREST PERIODS 
 
10.1     SELECTION OF INTEREST PERIODS 
         (a)      A Borrower (or the Obligors' Agen t on behalf of a Borrower) 
                  may select an Interest Period for  a Loan in the Utilisation 
                  Request for that Loan or (if the Loan has already been 
                  borrowed) in a Selection Notice. 
 
         (b)      Each Selection Notice for a Facil ity A Loan is irrevocable and  
                  must be delivered to the Agent by  the Borrower (or the 
                  Obligors' Agent on behalf of a Bo rrower) to which that 
                  Facility A Loan was made not late r than the Specified Time. 
 
         (c)      If a Borrower (or the Obligors' A gent) fails to deliver a 
                  Selection Notice to the Agent in accordance with paragraph (b)  
                  above, the relevant Interest Peri od will, subject to Clause 
                  10.2 (Changes to Interest Periods ), be one Month. 
 
         (d)      Subject to this Clause 10, a Borr ower (or the Obligors' Agent)  
                  may select an Interest Period of one, two, three or six Months  
                  or any other period agreed betwee n the Obligors' Agent and the  
                  Agent (acting on the instructions  of all the Lenders). In 
                  addition a Borrower (or the Oblig ors' Agent on its behalf) may  
                  (in relation to Facility A) selec t an Interest Period of less 
                  than one Month, if necessary to e nsure that there are Facility  
                  A Loans (with an aggregate Base C urrency Amount equal to or 
                  greater than the Repayment Instal ment) which have an Interest 
                  Period ending on a Facility A Rep ayment Date for the Borrowers  
                  to make the Repayment Instalment due on that date. 
 
         (e)      An Interest Period for a Loan sha ll not extend beyond the 
                  Termination Date applicable to it s Facility. 
 
         (f)      Each Interest Period for a Facili ty A Loan shall start on the 
                  Utilisation Date or (if already m ade) on the last day of its 
                  preceding Interest Period. 

         (a)      Prior to determining the interest  rate for a Facility A Loan,  
                  the Agent may shorten an Interest  Period for any Facility A 
                  Loan to ensure there are sufficie nt Facility A Loans with an 
                  Interest Period ending on a Facil ity A Repayment Date for the  
                  Borrowers to make the Repayment I nstalment due on that 
                  Facility A Repayment Date. 
 
         (b)      If the Agent makes any of the cha nges to an Interest Period 
                  referred to in this Clause 10.2, it shall promptly notify the  
                  Obligors' Agent and the Lenders. 
 
10.3     NON-BUSINESS DAYS 
         If an Interest Period would otherwise end on a day which is not a 
         Business Day, that Interest Period will in stead end on the next 
         Business Day in that calendar month (if th ere is one) or the preceding  
         Business Day (if there is not). 
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(ii) end on the same date; and  

(iii) are made to the same Borrower  

 

the rate per annum which is the sum of:  

(i) the Margin;  

(ii) the rate notified to the Agent by that Lender as soon as practicable and in any event before interest is due to be paid in respect of that 
Interest Period, to be that which expresses as a percentage rate per annum the cost to that Lender of funding its participation in that Loan from 
whatever source it may reasonably select; and  

(iii) the Mandatory Cost, if any, applicable to that Lender's participation in the Loan.  

(b) In this Agreement "Market Disruption Event" means:  

(i) at or about noon on the Quotation Day for the relevant Interest Period the Screen Rate is not available and none or only one of the Reference 
Banks  
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10.4     CONSOLIDATION AND DIVISION OF FACILITY A L OANS 
         (a)      Subject to paragraph (b) below, i f two or more Interest 
                  Periods: 
 
                  (i)      relate to Facility A Loa ns in the same currency made  
                           under the same Facility;  and 

                  those Facility A Loans will, unle ss that Borrower (or the 
                  Obligors' Agent on its behalf) sp ecifies to the contrary in 
                  the Selection Notice for the next  Interest Period, be 
                  consolidated into, and treated as , a single Facility A Loan on  
                  the last day of the Interest Peri od. 
 
         (b)      Subject to Clause 4.4 (Maximum nu mber of Loans and Optional 
                  Currencies) and Clause 5.3 (Curre ncy and amount), if a 
                  Borrower (or the Obligors' Agent on its behalf) requests in a 
                  Selection Notice that a Facility A Loan be divided into two or  
                  more Facility A Loans, that Facil ity A Loan will, on the last 
                  day of its Interest Period, be so  divided with Base Currency 
                  Amounts specified in that Selecti on Notice, being an aggregate  
                  Base Currency Amount equal to the  Base Currency Amount of the 
                  Facility A Loan immediately befor e its division. 
 
11.      CHANGES TO THE CALCULATION OF INTEREST 
 
11.1     ABSENCE OF QUOTATIONS 
         Subject to Clause 11.2 (Market disruption) , if LIBOR is to be 
         determined by reference to the Reference B anks but a Reference Bank 
         does not supply a quotation by the Specifi ed Time on the Quotation Day,  
         the applicable LIBOR shall be determined o n the basis of the quotations  
         of the remaining Reference Banks. 
 
11.2     MARKET DISRUPTION 
         (a)      If a Market Disruption Event occu rs in relation to a Loan for 
                  any Interest Period, then the rat e of interest on each 
                  Lender's share of that Loan for t he Interest Period shall be 



supplies a rate to the Agent to determine LIBOR for the relevant currency and Interest Period; or  

(ii) before close of business in London on the Quotation Day for the relevant Interest Period, the Agent receives notifications from a Lender or 
Lenders (whose participations in a Loan exceed 35 per cent. of that Loan) that the cost to it of obtaining matching deposits in the London 
Interbank Market would be in excess of LIBOR.  

11.3 ALTERNATIVE BASIS OF INTEREST OR FUNDING  
(a) If a Market Disruption Event occurs and the Agent or the Obligors' Agent so requires, the Agent and the Obligors' Agent shall enter into 
negotiations (for a period of not more than thirty days) with a view to agreeing a substitute basis for determining the rate of interest.  

(b) Any alternative basis agreed pursuant to paragraph (a) above shall, with the prior consent of all the Lenders and the Obligors' Agent, be 
binding on all Parties.  

11.4 BREAK COSTS  
(a) Each Borrower shall, within three Business Days of demand by a Finance Party, pay to that Finance Party its Break Costs attributable to all 
or any part of a Loan or Unpaid Sum being paid by that Borrower on a day other than the last day of an Interest Period for that Loan or Unpaid 
Sum.  

(b) Each Lender shall, as soon as reasonably practicable after a demand by the Agent, provide a certificate confirming the amount and basis of 
calculation of its Break Costs for any Interest Period in which they accrue.  

12. FEES  

12.1 COMMITMENT FEE  
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         (a)      AOC shall pay to the Agent (for t he account of each Lender) a 
                  fee in the Base Currency computed  at the Applicable Rate on 
                  that Lender's Available Commitmen t under each Facility for the  
                  Availability Period applicable to  that Facility. 
 
         (b)      The accrued commitment fee is pay able on the last day of each 
                  successive period of three Months  which ends during the 
                  relevant Availability Period, on the last day of the relevant 
                  Availability Period and on the ca ncelled amount of the 
                  relevant Lender's Commitment at t he time the cancellation is 
                  effective. 
 
         (c)      The "Applicable Rate" for the pur poses of this Clause 12.1 
                  means the percentage rate per ann um which is the lower of (1) 
                  50% of the Margin applicable to t he relevant Facility at that 
                  time and (2) one per cent. per an num. 
 
12.2     ARRANGEMENT FEE 
         AOC shall pay to the Mandated Lead Arrange r an arrangement fee in the 
         amount and at the times agreed in a Fee Le tter. 
 
12.3     AGENCY FEES 
         AOC shall pay to the Agent (for its own ac count) an agency fee and to 
         the Security Agent (for its own account) a  security agency fee in the 
         amounts and at the times agreed in a Fee L etter. 



SECTION 6  

ADDITIONAL PAYMENT OBLIGATIONS  

13. TAX GROSS UP AND INDEMNITIES  

13.1 DEFINITIONS  
(a) In this Clause 13:  

"Protected Party" means a Finance Party which is or will be subject to any liability or required to make any payment for or on account of Tax 
in relation to a sum received or receivable (or any sum deemed for the purposes of Tax to be received or receivable) under a Finance 
Document.  

"Qualifying Lender" means:  

(i) in respect of a payment made by an Obligor incorporated in the United Kingdom, a Lender which is:  

(A) within the charge to United Kingdom corporation tax as respects that payment and that is a Lender in respect of an advance made by a 
person that was a bank (as defined for the purpose of section 349 of the Taxes Act in section 840A of the Taxes Act) at the time that advance 
was made; or  

(B) a Treaty Lender with respect to the United Kingdom; and  

(ii) in respect of a payment by an Obligor not incorporated in the United Kingdom, any Lender.  

"Tax Credit" means a credit against, relief or remission for, or repayment of, any Tax.  

"Tax Deduction" means a deduction or withholding for or on account of Tax from a payment under a Finance Document.  

"Tax Payment" means an increased payment made by an Obligor to a Finance Party under Clause 13.2 (Tax gross-up) or a payment under 
Clause 13.3 (Tax indemnity).  

"Treaty Lender" means, in respect of a jurisdiction, a Lender entitled under the provisions of a double taxation treaty to receive payments of 
interest from a person resident in such jurisdiction without a Tax Deduction (subject to the completion of any necessary procedural formalities). 

(b) In this Clause 13 a reference to "determines" or "determined" means a determination made in the absolute discretion of the person making 
the determination.  

13.2 TAX GROSS-UP  
(a) Each Obligor shall make all payments to be made by it under any Finance Document without any Tax Deduction, unless a Tax Deduction is 
required by law.  
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(b) The Obligors' Agent or a Lender shall promptly upon becoming aware that an Obligor must make a Tax Deduction (or that there is any 
change in the rate or the basis of a Tax Deduction) notify the Agent accordingly. If the Agent receives such notification from a Lender it shall 
notify the Obligors' Agent and that Obligor.  

(c) If a Tax Deduction is required by law to be made by an Obligor in one of the circumstances set out in paragraph (d) below, the amount of 
the payment due from that Obligor shall be increased to an amount which (after making any Tax Deduction) leaves an amount equal to the 
payment which would have been due if no Tax Deduction had been required.  

(d) The circumstances referred to in paragraph (c) above are where a person entitled to the payment:  

(i) is the Agent, the Security Agent or the Arranger (on its own behalf); or  

(ii) is a Qualifying Lender, unless that Qualifying Lender is a Treaty Lender and the Obligor making the payment is able to demonstrate the 
Tax Deduction is required to be made as a result of the failure of that Qualifying Lender to comply with paragraph (g) below; or  

(iii) is not or has ceased to be a Qualifying Lender to the extent that this altered status results from any change after the date of this Agreement 
in (or in the interpretation, administration, or application of) any law or double taxation agreement or any published practice or published 
concession of any relevant taxing authority.  

(e) If an Obligor is required to make a Tax Deduction, that Obligor shall make that Tax Deduction and any payment required in connection 
with that Tax Deduction within the time allowed and in the minimum amount required by law.  

(f) Within thirty days of making either a Tax Deduction or any payment required in connection with that Tax Deduction, the Obligor making 
that Tax Deduction shall deliver to the Agent for the Finance Party entitled to the payment evidence reasonably satisfactory to that Finance 
Party that the Tax Deduction has been made or (as applicable) any appropriate payment paid to the relevant taxing authority.  

(g) A Treaty Lender and each Obligor which makes a payment to which that Treaty Lender is entitled shall co-operate as soon as reasonably 
practicable in completing any procedural formalities necessary for that Obligor to obtain authorisation to make that payment without a Tax 
Deduction.  

13.3 TAX INDEMNITY  
(a) The Obligors' Agent shall (within three Business Days of demand by the Agent) pay to a Protected Party an amount equal to the loss, 
liability or cost which that Protected Party determines will be or has been (directly or indirectly) suffered for or on account of Tax by that 
Protected Party in connection with any Finance Document.  

(b) Paragraph (a) above shall not apply with respect to any Tax assessed on a Finance Party:  
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                  (i)      under the law of the jur isdiction in which that 
                           Finance Party is incorpo rated or, if different, the 
                           jurisdiction (or jurisdi ctions) in which that Finance  
                           Party is treated as resi dent for tax purposes; or 
 
                  (ii)     under the law of the jur isdiction in which that 
                           Finance Party's Facility  Office is located in respect  
                           of amounts received or r eceivable in that 
                           jurisdiction, 
 
                  if that Tax is imposed on or calc ulated by reference to the 
                  net income received or receivable  (but not any sum deemed to 
                  be received or receivable) by tha t Finance Party. 
 
         (c)      A Protected Party making, or inte nding to make a claim 
                  pursuant to paragraph (a) above s hall promptly notify the 
                  Agent of the event which will giv e, or has given, rise to the 
                  claim, following which the Agent shall notify the Obligors' 
                  Agent. 
 
         (d)      A Protected Party shall, on recei ving a payment from an 
                  Obligor under this Clause 13.3, n otify the Agent. 
 
13.4     TAX CREDIT 
         If an Obligor makes a Tax Payment and the relevant Finance Party 
         determines that: 
 
         (i)      a Tax Credit is attributable to t hat Tax Payment; and 
 
         (ii)     that Finance Party has obtained, utilised and retained that 
                  Tax Credit, 
 
         the Finance Party shall pay an amount to t he Obligor which that Finance  
         Party determines will leave it (after that  payment) in the same 
         after-Tax position as it would have been i n had the Tax Payment not 
         been made by the Obligor. 
 
13.5     STAMP TAXES 
         The Obligors' Agent shall pay and, within three Business Days of 
         demand, indemnify each Finance Party again st any cost, loss or 
         liability that Finance Party incurs in rel ation to all notarial fees, 
         stamp duty, registration and other similar  Taxes payable in respect of 
         any Finance Document or any Transaction Se curity. 
 
13.6     VALUE ADDED TAX 
         (a)      All consideration payable under a  Finance Document by an 
                  Obligor to a Finance Party shall be deemed to be exclusive of 
                  any VAT. If VAT is chargeable, th e Obligor shall pay to the 
                  Finance Party (in addition to and  at the same time as paying 
                  the consideration) an amount equa l to the amount of the VAT. 
 
         (b)      Where a Finance Document requires  an Obligor to reimburse a 
                  Finance Party for any costs or ex penses, that Obligor shall 
                  also at the same time pay and ind emnify that Finance Party 
                  against all VAT incurred by that Finance Party in respect of 
                  the costs or expenses save to the  extent that that Finance 
                  Party is entitled to repayment or  credit in respect of the 
                  VAT. 
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(b) In this Agreement "Increased Costs" means:  

(i) a reduction in the rate of return from the Facility or on a Finance Party's (or its Affiliate's) overall capital;  

(ii) an additional or increased cost; or  

(iii) a reduction of any amount due and payable under any Finance Document,  

which is incurred or suffered by a Finance Party or any of its Affiliates to the extent that it is attributable to that Finance Party having entered 
into its Commitment or funding or performing its obligations under any Finance Document.  

14.2 INCREASED COST CLAIMS  
(a) A Finance Party intending to make a claim pursuant to Clause  
14.1 (Increased costs) shall notify the Agent of the event giving rise to the claim, following which the Agent shall promptly notify the Obligors' 
Agent.  

(b) Each Finance Party shall, as soon as practicable after a demand by the Agent, provide a certificate confirming the amount and basis of 
calculation of its Increased Costs.  

14.3 EXCEPTIONS  
(a) Clause 14.1 (Increased costs) does not apply to the extent any Increased Cost is:  

(i) attributable to a Tax Deduction required by law to be made by an Obligor;  

(ii) compensated for by Clause 13.3 (Tax indemnity) (or would have been compensated for under Clause 13.3 (Tax indemnity) but was not so 
compensated solely because the exclusion in paragraph (b) of Clause 13.3 (Tax indemnity) applied);  

(iii) compensated for by the payment of the Mandatory Cost; or  

(iv) attributable to the wilful breach by the relevant Finance Party or its Affiliates of any law or regulation or the gross negligence of the 
relevant Finance Party or its Affiliates.  

(b) In this Clause 14.3, a reference to a "Tax Deduction" has the same meaning given to the term in Clause 13.1 (Definitions).  
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14.      INCREASED COSTS 
 
14.1     INCREASED COSTS 
         (a)      Subject to Clause 14.3 (Exception s) the Obligors' Agent shall,  
                  within three Business Days of a d emand by the Agent, pay for 
                  the account of a Finance Party th e amount of any Increased 
                  Costs incurred by that Finance Pa rty or any of its Affiliates 
                  as a result of (i) the introducti on of or any change in (or in  
                  the interpretation or application  of) any law or regulation or  
                  (ii) compliance with any law or r egulation made after the date  
                  of this Agreement. 



15. OTHER INDEMNITIES  

15.1 CURRENCY INDEMNITY  
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         (a)      If any sum due from an Obligor un der the Finance Documents (a 
                  "Sum"), or any order, judgment or  award given or made in 
                  relation to a Sum, has to be conv erted from the currency (the 
                  "First Currency") in which that S um is payable into another 
                  currency (the "Second Currency") for the purpose of: 
 
                  (i)      making or filing a claim  or proof against that 
                           Obligor; 
 
                  (ii)     obtaining or enforcing a n order, judgment or award in  
                           relation to any litigati on or arbitration 
                           proceedings, 
 
                  that Obligor shall as an independ ent obligation, within three 
                  Business Days of demand, indemnif y each Finance Party to whom 
                  that Sum is due against any cost,  loss or liability arising 
                  out of or as a result of the conv ersion including any 
                  discrepancy between (A) the rate of exchange used to convert 
                  that Sum from the First Currency into the Second Currency and 
                  (B) the rate or rates of exchange  available to that person at 
                  the time of its receipt of that S um. 
 
         (b)      Each Obligor waives any right it may have in any jurisdiction 
                  to pay any amount under the Finan ce Documents in a currency or  
                  currency unit other than that in which it is expressed to be 
                  payable. 
 
15.2     OTHER INDEMNITIES 
         The Borrowers shall (or shall procure that  an Obligor will), within 
         three Business Days of demand, indemnify e ach Lender against any cost, 
         loss or liability incurred by that Lender as a result of: 
 
         (a)      the occurrence of any Event of De fault; 
 
         (b)      a failure by an Obligor to pay an y amount due under a Finance 
                  Document on its due date, includi ng without limitation, any 
                  cost, loss or liability arising a s a result of Clause 28 
                  (Sharing among the Lenders); 
 
         (c)      funding, or making arrangements t o fund, its participation in 
                  a Loan requested by a Borrower in  a Utilisation Request but 
                  not made by reason of the operati on of any one or more of the 
                  provisions of this Agreement (oth er than by reason of default 
                  or negligence by that Lender alon e); or 
 
         (d)      a Loan (or part of a Loan) not be ing prepaid in accordance 
                  with a notice of prepayment given  by a Borrower or the 
                  Obligors' Agent. 
 
15.3     INDEMNITY TO THE AGENT 
         The Borrowers shall promptly indemnify the  Agent against any cost, loss  
         or liability incurred by the Agent (acting  reasonably) as a result of: 
 
         (a)      investigating any event which it reasonably believes is a 
                  Default; or 
 
         (b)      entering into or performing any f oreign exchange contract for 
                  the purposes of Clause 6 (Optiona l Currencies); or 



(c) acting or relying on any notice, request or instruction which it reasonably believes to be genuine, correct and appropriately authorised.  

16. MITIGATION BY THE LENDERS  

16.1 MITIGATION  
(a) Each Finance Party shall, in consultation with the Obligors' Agent, take all reasonable steps to mitigate any circumstances which arise and 
which would result in any amount becoming payable under, or cancelled pursuant to, any of Clause 8.1 (Illegality), Clause 13 (Tax gross-up 
and indemnities) or Clause 14 (Increased costs) including (but not limited to) transferring its rights and obligations under the Finance 
Documents to another Affiliate or Facility Office.  

(b) Paragraph (a) above does not in any way limit the obligations of any Obligor under the Finance Documents.  

16.2 LIMITATION OF LIABILITY  

         (a)      The Borrowers shall indemnify eac h Finance Party for all costs  
                  and expenses reasonably incurred by that Finance Party as a 
                  result of steps taken by it under  Clause 16.1 (Mitigation). 
 
         (b)      A Finance Party is not obliged to  take any steps under Clause 
                  16.1 (Mitigation) if, in the opin ion of that Finance Party 
                  (acting reasonably), to do so mig ht be prejudicial to it. 
 
17.      COSTS AND EXPENSES 
 
17.1     TRANSACTION EXPENSES 
         The Borrowers shall promptly on demand pay  the Agent, the Security 
         Agent and the Arranger the amount of all c osts and expenses (including 
         legal fees) reasonably incurred by any of them in connection with: 
 
         (a)      the negotiation, preparation, pri nting, execution and 
                  syndication of this Agreement, an y Finance Document and the 
                  Information Memorandum; 
 
         (b)      any other Finance Documents execu ted after the date of this 
                  Agreement; and 
 
         (c)      the completion of the transaction s and perfection of the 
                  Transaction Security contemplated  in the Finance Documents. 
 
         The Agent, Security Agent or Arranger (as the case may be) shall obtain  
         the consent of the Obligors' Agent prior t o incurring costs and 
         expenses relating to (a) or (b) or (c) abo ve which will exceed 
         (pound)5,000 (or its equivalent in other c urrencies) if such Finance 
         Party intends to demand payment of such co sts and expenses pursuant to 
         this Clause 17.1. 
 
17.2     AMENDMENT COSTS 
         If (a) an Obligor requests an amendment, w aiver or consent or (b) an 
         amendment is required pursuant to Clause 2 9.9 (Change of currency), the  
         Obligors' Agent shall, within three Busine ss Days of demand, reimburse 
         the Agent and the Security Agent for the a mount of all costs and 
         expenses (including legal fees) reasonably  incurred by the Agent and 
         the Security Agent in responding to, evalu ating, negotiating or 
         complying with that request or requirement . 
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17.3     ENFORCEMENT COSTS 
         The Obligors' Agent shall, within three Bu siness Days of demand, pay to  
         each Finance Party the amount of all costs  and expenses (including 
         legal fees) incurred by that Finance Party  in connection with the 
         enforcement of, or the preservation of any  rights under, any Finance 
         Document or the Transaction Security and t he Security Agent may, in 
         priority to any payment to the Finance Par ties, indemnify itself out of  
         the Charged Property in respect of (and pa y and retain) all sums 
         necessary to give effect to this Clause. 
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                                    SECTION 7 
 
                                    GUARANTEE 
 
18.      GUARANTEE AND INDEMNITY 
 
18.1     GUARANTEE AND INDEMNITY 
         Each Guarantor irrevocably and uncondition ally jointly and severally: 
 
         (a)   guarantees to each Finance Party pun ctual performance by each 
               Borrower of all that Borrower's obli gations under the Finance 
               Documents; 
 
         (b)   undertakes with each Finance Party t hat whenever a Borrower does 
               not pay any amount when due under or  in connection with any 
               Finance Document, that Guarantor sha ll immediately on demand pay 
               that amount as if it was the princip al obligor; and 
 
         (c)   indemnifies each Finance Party immed iately on demand against any 
               cost, loss or liability suffered by that Finance Party if any 
               obligation guaranteed by it is or be comes unenforceable, invalid 
               or illegal. The amount of the cost, loss or liability shall be 
               equal to the amount which that Finan ce Party would otherwise have  
               been entitled to recover. 
 
18.2     CONTINUING GUARANTEE 
         This guarantee is a continuing guarantee a nd will extend to the 
         ultimate balance of sums payable by any Ob ligor under the Finance 
         Documents, regardless of any intermediate payment or discharge in whole  
         or in part. 
 
18.3     REINSTATEMENT 
         If any payment by an Obligor or any discha rge given by a Finance Party 
         (whether in respect of the obligations of any Obligor or any security 
         for those obligations or otherwise) is avo ided or reduced as a result 
         of insolvency or any similar event: 
 
         (a)   the liability of each Obligor shall continue as if the payment, 
               discharge, avoidance or reduction ha d not occurred; and 
 
         (b)   each Finance Party shall be entitled  to recover the value or 
               amount of that security or payment f rom each Obligor, as if the 
               payment, discharge, avoidance or red uction had not occurred. 
 
18.4     WAIVER OF DEFENCES 
         The obligations of each Guarantor under th is Clause 18 will not be 
         affected by an act, omission, matter or th ing which, but for this 
         Clause, would reduce, release or prejudice  any of its obligations under  
         this Clause 18 (without limitation and whe ther or not known to it or 
         any Finance Party) including: 
 
         (a)   any time, waiver or consent granted to, or composition with, any 
               Obligor or other person; 
 
         (b)   the release of any other Obligor or any other person under the 
               terms of any composition or arrangem ent with any creditor of any 
               member of the Group; 



(c) the taking, variation, compromise, exchange, renewal or release of, or refusal or neglect to perfect, take up or enforce, any rights against, or 
security over assets of, any Obligor or other person or any non-presentation or non-observance of any formality or other requirement in respect 
of any instrument or any failure to realise the full value of any security;  

(d) any incapacity or lack of power, authority or legal personality of or dissolution or change in the members or status of an Obligor or any 
other person;  

(e) any amendment (however fundamental) or replacement of a Finance Document or any other document or security;  

(f) any unenforceability, illegality or invalidity of any obligation of any person under any Finance Document or any other document or security; 
or  

(g) any insolvency or similar proceedings.  

 

its obligations under the Finance Documents:  

(a) to be indemnified by an Obligor;  

(b) to claim any contribution from any other guarantor of any Obligor's obligations under the Finance Documents; and/or  

(c) to take the benefit (in whole or in part and whether by way of subrogation or otherwise) of any rights of the Finance Parties under the 
Finance Documents or of any  
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18.5     IMMEDIATE RECOURSE 
         Each Guarantor waives any right it may hav e of first requiring any 
         Finance Party (or any trustee or agent on its behalf) to proceed 
         against or enforce any other rights or sec urity or claim payment from 
         any person before claiming from that Guara ntor under this Clause 18. 
         This waiver applies irrespective of any la w or any provision of a 
         Finance Document to the contrary. 
 
18.6     APPROPRIATIONS 
         Until all amounts which may be or become p ayable by the Obligors under 
         or in connection with the Finance Document s have been irrevocably paid 
         in full, each Finance Party (or any truste e or agent on its behalf) may  
         while a Default is continuing: 
 
         (a)   refrain from applying or enforcing a ny other moneys, security or 
               rights held or received by that Fina nce Party (or any trustee or 
               agent on its behalf) in respect of t hose amounts, or apply and 
               enforce the same in such manner and order as it sees fit (whether  
               against those amounts or otherwise) and no Guarantor shall be 
               entitled to the benefit of the same;  and 
 
         (b)   hold in an interest-bearing suspense  account (bearing interest at  
               an appropriate market rate) any mone ys received from any 
               Guarantor or on account of any Guara ntor's liability under this 
               Clause 18. 
 
18.7     DEFERRAL OF GUARANTORS' RIGHTS 
         Until all amounts which may be or become p ayable by the Obligors under 
         or in connection with the Finance Document s have been irrevocably paid 
         in full and unless the Agent otherwise dir ects, no Guarantor will 
         exercise any rights which it may have by r eason of performance by it of  



               other guarantee or security taken pu rsuant to, or in connection 
               with, the Finance Documents by any F inance Party. 
 
18.8     ADDITIONAL SECURITY 
         This guarantee is in addition to and is no t in any way prejudiced by 
         any other guarantee or security now or sub sequently held by any Finance  
         Party. 
 
18.9     SPECIFIC PROVISIONS FOR SWISS GUARANTORS 
         (a)   If and to the extent the payment obl igations of a Guarantor 
               incorporated in Switzerland (a "Swis s Guarantor") Swiss Guarantor  
               as a Guarantor would, at the time pa yment is due, under Swiss 
               laws and regulations not be permitte d or be of an amount 
               rendering the directors of that Swis s Guarantor personally liable  
               pursuant to Swiss law to any of its creditors as a consequence of  
               paying such amount, then such paymen t obligations shall remain 
               limited to the amount permitted to b e paid and not triggering 
               such directors' liability. Such limi tation amount shall however 
               in no event be less than the unrestr icted equity capital surplus 
               (including the unrestricted portion of general reserves, other 
               free reserves, retained earnings and  current net profits) freely 
               available for distribution to the sh areholder(s) of that Swiss 
               Guarantor under the Swiss Code of Ob ligations at the time or 
               times payment(s) under or pursuant t o this Agreement is requested  
               from that Swiss Guarantor. Each Swis s Guarantor and its immediate  
               Holding Company hereby undertake to take all such measures as may  
               then be necessary to make the paymen t valid and non-refundable 
               under Swiss corporate law. 
 
         (b)   If and to the extent at the time a p ayment from a Swiss Guarantor  
               as Guarantor is demanded such paymen t is subject to the 
               limitation pursuant to paragraph (a)  above and may only be made 
               as a distribution of profits, then s uch payment shall only be 
               made upon completion of the followin g measures to the extent they  
               are from time to time required under  Swiss corporate law: 
 
               (i)    an audited balance sheet of t hat Swiss Guarantor has been 
                      prepared; 
 
               (ii)   the auditors of that Swiss Gu arantor have approved the 
                      amount of the proposed paymen t based on applicable Swiss 
                      corporate law and the article s of association; 
 
               (iii)  the shareholder(s) of that Sw iss Guarantor must have had 
                      access to the above mentioned  audited balance sheet as 
                      well as to the auditors' repo rt; and 
 
               (iv)   the shareholders of that Swis s Guarantor must properly be 
                      convened (or all shareholders  must be present) and vote in  
                      favour of the payment of the amount under the guarantee 
                      given by that Swiss Guarantor . 
 
         (c)   Each Swiss Guarantor and each immedi ate Holding Company of each 
               Swiss Guarantor and the Parent under take to take and/or cause all  
               measures necessary or useful, as the  case may be, to implement 
               the foregoing documents and other ac ts referred to in paragraph 
               (b) above. 
 
         Subject only to the foregoing, such paymen ts to be made by a Swiss 
         Guarantor under this guarantee shall be ti mely made in full as provided  
         for in this Agreement. 
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18.10    SPECIFIC PROVISION FOR U.S. GUARANTORS 
         Notwithstanding any term or provision of t his Clause 18 or any other 
         term in this Agreement or any Finance Docu ment, if any US federal or 
         state fraudulent conveyance laws are deter mined by a court of competent  
         jurisdiction to be applicable to the oblig ations of a U.S. Guarantor 
         hereunder, such U.S. Guarantor's obligatio ns hereunder shall be limited  
         to the maximum aggregate amount of the obl igations that would not 
         render such U.S. Guarantor's obligations s ubject to avoidance under 
         applicable US federal or state fraudulent conveyance laws 



SECTION 8  

REPRESENTATIONS, UNDERTAKINGS AND EVENTS OF DEFAULT   

19. REPRESENTATIONS Each Obligor makes the representations and warranties set out in this Clause 19 to each Finance Party on the date of 
this Agreement except that:  

 

(b) contravene its constitutional documents; or  

(c) breach (in a manner or to an extent which could reasonably be expected to have a Material Adverse Effect) any agreement or instrument 
binding upon it or any member of the Group or any of its or any member of the Group's assets; or  

(d) oblige it, or any of its Subsidiaries, to create any Security or  

 

All Authorisations required or desirable:  
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         (a)   to the extent that any representatio n and warranty relates to a 
               Finance Document which has not at th e date of this Agreement been  
               executed it shall be made on the dat e of that Finance Document in  
               relation to that Finance Document; 
 
         (b)   the representations and warranties s et out in Clause 19.21 
               (Information Memorandum) are only ma de on the date of the 
               Information Memorandum. 
 
19.1  STATUS 
         (a)   It is a corporation, duly incorporat ed and validly existing (and,  
               with respect to any U.S. Obligor, in  good standing) under the law  
               of its jurisdiction of incorporation . 
 
         (b)   It and each of its Subsidiaries has the power to own its assets 
               and carry on its business as it is b eing conducted. 
 
19.2     BINDING OBLIGATIONS 
         The obligations expressed to be assumed by  it in each Finance Document 
         are legal, valid, binding and (subject to the Legal Reservations) 
         enforceable obligations. 
 
19.3     NON-CONFLICT WITH OTHER OBLIGATIONS 
         The entry into and performance by it of, a nd the transactions 
         contemplated by, the Finance Documents do not: 
 
         (a)   conflict with any law or regulation applicable to it or any of 
               its Subsidiaries; 

               result in the creation of any Securi ty over its or their 
               respective assets other than under t he Security Documents. 
 
19.4     POWER AND AUTHORITY 
         It has the power to enter into, perform an d deliver, and has taken all  
         necessary action to authorise its entry in to, performance and delivery  
         of, the Finance Documents to which it is a  party and the transactions 
         contemplated by those Finance Documents. 
 
19.5     VALIDITY AND ADMISSIBILITY IN EVIDENCE 



(a) to enable it lawfully to enter into, exercise its rights and comply with its obligations in the Finance Documents to which it is a party;  

(b) to make the Finance Documents to which it is a party admissible in evidence in its jurisdiction of incorporation (save for any filings or 
registrations required in relation to the Security constituted by the Security Documents, which filings or registrations will be made promptly 
after execution of the relevant Security Documents and in any event within applicable time limits); and  

(c) to create the Security constituted by the Security Documents to which it is party and, subject to the Legal Reservations, to ensure that such 
Security has the ranking specified therein, have been obtained or effected and are in full force and effect.  

19.6 GOVERNING LAW AND ENFORCEMENT  
(a) The choice of English law as the governing law of the Finance Documents (or, in respect of any Security Document to which it is a party, 
the relevant governing laws of that Security Document) will (subject to the Legal Reservations) be recognised and enforced in its jurisdiction of 
incorporation.  

(b) Any judgment obtained in England in relation to a Finance  
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               Document (or, in respect of any Secu rity Document to which it is 
               a party, any judgment obtained in th e courts which are expressed 
               to have jurisdiction to hear dispute s under such Security 
               Document) will (subject to the Legal  Reservations) be recognised 
               and enforced in its jurisdiction of incorporation. 
 
19.7     NO FILING OR STAMP TAXES 
         Save to the extent identified in any legal  opinion delivered pursuant 
         to Clause 4 (Conditions of Utilisation) or  Clause 25 (Changes to the 
         Obligors), under the law of its jurisdicti on of incorporation it is not  
         necessary that the Finance Documents be fi led, recorded or enrolled 
         with any court or other authority in that jurisdiction or that any 
         stamp, registration or similar tax be paid  on or in relation to the 
         Finance Documents or the transactions cont emplated by the Finance 
         Documents. 
 
19.8     NO DEFAULT 
         (a)   No Event of Default is continuing or  would result from the making  
               of any Utilisation. 
 
         (b)   No other event or circumstance is ou tstanding which constitutes a  
               default under any other agreement or  instrument which is binding 
               on it or any of its Subsidiaries or to which its (or its 
               Subsidiaries') assets are subject wh ich could reasonably be 
               expected to have a Material Adverse Effect. 
 
19.9     SECURITY INTERESTS 
         (a)   It is the absolute legal and, where applicable, beneficial owner 
               of all the assets over which it purp orts to create Security 
               pursuant to the Security Documents a nd (subject to the Legal 
               Reservations) each Security Document  to which it is a party 
               creates the Security which that Secu rity Document purports to 
               create or, if that Security Document  purports to evidence 
               Security, accurately evidences Secur ity which has been validly 
               created. 



(b) The shares of any member of the Group mortgaged or pledged by it  

               pursuant to the Security Documents a re all fully paid up and not 
               subject to any option to purchase or  similar rights. The 
               constitutional documents of any such  member of the Group do not 
               restrict or inhibit any transfer of such shares on creation or 
               enforcement of such Security over su ch shares. 
 
19.10    REPORTS 
         Having made all reasonable enquiries in th e circumstances: 
 
         (a)   it is not aware of any materially ad verse inaccuracy as to 
               factual matters relating to the Grou p contained in the Reports; 
               and 
 
         (b)   it is not aware of any facts or matt ers not stated in the 
               Reports, the omission of which make any statements contained 
               therein (taking the Reports as a who le) misleading in any 
               materially adverse respect. 
 
19.11    NO MISLEADING INFORMATION 
         All written information (other than the In formation Memorandum) 
         supplied by any member of the Group after the date of this Agreement to  
         the Agent in or pursuant to or in connecti on with any Finance Document 
         is correct in all material respects as at the date it was given and was  
         not misleading in any material respect as at the date it was given. 
 
19.12    FINANCIAL STATEMENTS 
         (a)   Its Original Financial Statements we re prepared in accordance 
               with US GAAP (in the case of the Par ent) or UK GAAP (in the case 
               of AOC and each other Original Oblig or incorporated in England) 
               or Relevant GAAP (in the case of any  other Obligor) in each case 
               consistently applied unless expressl y disclosed to the contrary. 
 
         (b)   Its Original Financial Statements fa irly represent its financial 
               condition and operations (consolidat ed in the case of the Parent)  
               during the relevant financial year. 
 
19.13    MATERIAL ADVERSE CHANGES 
         (a)   There has been no change in the Busi ness or the assets of the 
               Group since 31 December 2000 which h as or is reasonably likely to  
               have a Material Adverse Effect. 
 
         (b)   There has been no change in the fina ncial condition, business or 
               assets of the Group since the date o f the most recently delivered  
               audited consolidated financial state ments pursuant to paragraph 
               (a)(i) of Clause 20.1 (Financial Sta tements) which has or is 
               reasonably likely to have a Material  Adverse Effect. 
 
19.14    PARI PASSU RANKING 
         Its payment obligations under the Finance Documents rank at least pari 
         passu with the claims of all its other uns ecured and unsubordinated 
         creditors, except for obligations mandator ily preferred by law applying  
         to companies generally. 
 
19.15    NO PROCEEDINGS PENDING OR THREATENED 
         No litigation, arbitration or administrati ve proceedings of or before 
         any court, arbitral body or agency which a re likely to be adversely 
         determined and, if adversely determined, w ould reasonably be expected 
         to have a Material Adverse Effect have (to  the best of its knowledge 
         and belief) been started or threatened aga inst it or any of its 
         Subsidiaries. 
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19.16    NO SECURITY OR GUARANTEES: 
         (a)   No Security (or agreement to create the same) exists on or over 
               its or any of its Subsidiaries' asse ts, other than Permitted 
               Security (or an agreement to create the same). 
 
         (b)   Neither it nor any of its Subsidiari es has granted or agreed to 
               grant any guarantee, other than a Pe rmitted Guarantee. 
 
19.17    ASSETS 
         It or its Subsidiaries have good title to or valid leases or licences 
         of or are otherwise entitled to use all ma terial assets (including, 
         without limitation, all Intellectual Prope rty) necessary to conduct the  
         Business. 
 
19.18    CONSENTS FOR BUSINESS OPERATIONS 
         All consents, licences and filings have be en obtained or effected which  
         are necessary for the carrying on of the B usiness and all such 
         consents, licences and filings are in full  force and effect and there 
         are no circumstances known to it which ind icate that any such consents,  
         licences and filings are likely to be revo ked or varied in whole or in 
         part, save in each case to the extent that  absence of any such consent,  
         licence or filing or revocation or variati on of any such consent, 
         licence or filing does not and could not r easonably be expected to have  
         a Material Adverse Effect. 
 
19.19    TAXATION 
         (a)   It is not overdue in the filing of a ny Tax returns and it has 
               duly and punctually paid and dischar ged all Taxes imposed upon it  
               or its assets within the time period  allowed without incurring 
               penalties save, in each case, to the  extent that failure to do so  
               does not have and is not reasonably likely to have a Material 
               Adverse Effect. 
 
         (b)   No claims are being or are to its kn owledge reasonably likely to 
               be asserted against it or any of its  Subsidiaries with respect to  
               Taxes which are reasonably likely to  be determined adversely to 
               it or to such Subsidiary and which, if so adversely determined, 
               would have or be reasonably likely t o have a Material Adverse 
               Effect. 
 
19.20    AGREED FINANCIAL PROJECTIONS 
         (a)   All material statements of fact rela ting to the Business which 
               are reflected in the Agreed Financia l Projections were true and 
               accurate in all material respects at  the date at which the Agreed  
               Financial Projections were prepared.  
 
         (b)   The Agreed Financial Projections rep resent the honestly held 
               opinions and views as at the date at  which the Agreed Financial 
               Projections were prepared of AOC and  the Management regarding the  
               future performance of the Business a nd the other subject matter 
               thereof and were arrived at after ca reful consideration and were 
               based on reasonable grounds. 
 
         (c)   The projections and forecasts contai ned in the Agreed Financial 
               Projections were based upon assumpti ons (including assumptions as  
               to the future performance of the Bus iness, inflation, price 
               increases and efficiency gains) whic h AOC and the Management 
               carefully considered and considered to be fair and reasonable as 
               at the date at which the Agreed Fina ncial Projections were 
               prepared. 



(d) The Agreed Financial Projections do not omit to disclose any matter known to AOC or Management after due and careful enquiry where 
failure to disclose such matter would result in the Agreed Financial Projections (or any information or projection contained therein) being 
misleading in any material respect as at the date at which the Agreed Financial Projections were prepared.  

(e) Nothing has occurred or come to light since the date as at which the Agreed Financial Projections were prepared which, insofar as the 
Parent, AOC or Management is aware, renders any material facts contained therein materially inaccurate or misleading or which makes any of 
the opinions, projections or forecasts contained therein materially unfair or unreasonable or renders any of the assumptions upon which the 
projections are based materially unfair or unreasonable.  

19.21 INFORMATION MEMORANDUM  
(a) The material statements of fact in relation to the assets, financial condition and operations of the Business and the Group contained in the 
Information Memorandum were true, complete and accurate in all material respects at the date ascribed thereto in the Information 
Memorandum or (if no date is ascribed thereto) at the date of the Information Memorandum.  

(b) The opinions and views expressed in the Information Memorandum represent the honestly held opinions and views of AOC and 
Management as at the date of the Information Memorandum and were arrived at after careful consideration and were based on reasonable 
grounds.  

(c) All projections and forecasts contained in the Information Memorandum were based upon assumptions (including assumptions as to the 
future performance of the Business, inflation, price increases and efficiency gains) which AOC and Management carefully considered and 
considered to be fair and reasonable as at the date of the Information Memorandum.  

(d) The Information Memorandum was not misleading at the date thereof  

               in any material respect nor did it o mit to disclose any matter 
               failure to disclose which would resu lt in any information 
               contained in the Information Memoran dum being misleading in any 
               respect which could reasonably be ex pected to be materially 
               adverse to the interests of the Fina nce Parties under the Finance  
               Documents. 
 
19.22    ENVIRONMENTAL WARRANTIES: 
         Save as expressly disclosed in the Environ mental Report: 
 
         (a)   it, and each of its Subsidiaries, ar e and have at all times been,  
               in compliance with all Environmental  Laws and all Environmental 
               Approvals necessary in connection wi th the ownership and 
               operation of their respective busine sses are in full force and 
               effect, in each case where failure t o do so would have, or be 
               reasonably likely to have, a Materia l Adverse Effect; 
 
         (b)   to the best of its knowledge and bel ief having made due and 
               careful enquiry, there are no circum stances which could 
               reasonably be expected to prevent it  or any of its Subsidiaries 
               being in compliance with any Environ mental Law, including, 
               without 
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               limitation, obtaining or being in co mpliance with any 
               Environmental Approvals, in each cas e where failure to do so 
               could reasonably be expected to have  a Material Adverse Effect; 
 
         (c)   there are no past or present acts or  omissions of it or (to the 
               best of its knowledge and belief hav ing made due and careful 
               enquiry) events, state of facts or c ircumstances which have 
               resulted in (or could reasonably be expected to result in) any 
               third party (including a regulatory authority) taking any action 
               or making any claim against it or an y of its Subsidiaries under 
               any Environmental Laws including rem edial action (in particular 
               in relation to contaminated land) or  the revocation, suspension, 
               variation or non renewal of any Envi ronmental Approval, where 
               such action or claim could reasonabl y be expected to have a 
               Material Adverse Effect; 
 
         (d)   neither it nor any of its Subsidiari es has notice of any 
               complaints, demands, civil claims, e nforcement proceedings, 
               requests for information, or of any action required by any 
               regulatory authority and there are n o investigations pending or 
               threatened in relation to the failur e of it or any of its 
               Subsidiaries to obtain any Environme ntal Approval or comply with 
               Environmental Law in any such case w hich has or is reasonably 
               likely to have a Material Adverse Ef fect; and 
 
         (e)   neither it, nor any of its Subsidiar ies, has any actual or 
               contingent contractual obligation in  respect of liabilities 
               arising under Environmental Laws or otherwise in connection with 
               matters pertaining to the Environmen t, in each case which is 
               material to the interests of the Fin ance Parties under the 
               Finance Documents. 
 
19.23    INSURANCE 
         It and each of its Subsidiaries have in pl ace insurances complying with  
         the requirements of paragraph (a) of Claus e 22.7 (Insurance) and no 
         act, omission, event or default has occurr ed which has rendered or 
         could reasonably be expected to render any  policies of insurance taken 
         out by it void or voidable to an extent or  in a manner which could 
         reasonably be expected to be materially ad verse to the interests of the  
         Finance Parties under the Finance Document s. 
 
19.24    US GOVERNMENTAL REGULATION 
         (a)   It is not an "investment company" or  an "affiliated person" of an  
               "investment company" as such terms a re defined in the United 
               States Investment Company Act of 194 0 or otherwise subject to 
               regulation under the United States P ublic Utility Holding Company  
               Act of 1935, the United States Feder al Power Act, the United 
               States Interstate Commerce Act or th e United States Investment 
               Company Act of 1940. 
 
         (b)   It is not subject to regulation unde r any other federal or state 
               statute or regulation which may limi t its ability to incur 
               Financial Indebtedness under the Fin ance Documents or which may 
               otherwise render all or any portion of the obligations under the 
               Finance Documents unenforceable, in each case to an extent or in 
               a manner which has or could reasonab ly be expected to have a 
               Material Adverse Effect. 
 
19.25    EMPLOYEE BENEFIT PLANS 
         (a)   If it is subject to regulation under  ERISA, it and each of its 
               ERISA Affiliates and each Pension Pl an maintained by or 
               contributed to by it or them are in material compliance 
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               with all applicable provisions and r equirements of ERISA and the 
               Internal Revenue Code and all other applicable laws and 
               regulations. 
 
         (b)   No ERISA Event has occurred or is re asonably expected to occur 
               which has or is reasonably likely to  result in a Material Adverse  
               Effect. 
 
         (c)   The present value of all accumulated  benefit obligations under 
               each Pension Plan (based on the assu mptions used for the purposes  
               of U.S. Statement of Financial Accou nting Standards No. 87) did 
               not, as of the date of the most rece nt financial statements 
               reflecting such amounts, exceed the fair market value of the 
               assets of such Pension Plan to an ex tent which has or is 
               reasonably likely to result in a Mat erial Adverse Effect. 
 
         (d)   The present value of all accumulated  benefit obligations of all 
               underfunded Pension Plans (based on the assumptions used for the 
               purposes of U.S. Statement of Financ ial Accounting Standards No. 
               87) did not, as of the date of the m ost recent financial 
               statements reflecting such amounts, exceed the fair market value 
               of the assets of all such underfunde d Pension Plans to an extent 
               which has or is reasonably likely to  result in a Material Adverse  
               Effect. 
 
         (e)   Each Pension Plan which is intended to be qualified under Section  
               401(a) of the Internal Revenue Code has been determined by the US  
               Internal Revenue Service to be so qu alified or is in the process 
               of being submitted to the US Interna l Revenue Service for 
               approval or will be so submitted dur ing the applicable remedial 
               amendment period, and, nothing has o ccurred since the date of 
               such determination that would be rea sonably likely to adversely 
               affect such determination (or, in th e case of a Pension Plan with  
               no determination, nothing has occurr ed that would be reasonably 
               likely to materially adversely affec t such qualification). 
 
         (f)   There are no actions, suits or claim s pending against or 
               involving any Pension Plan (other th an routine claims for 
               benefits) or, to the knowledge of th e Parent or any US Group 
               Member or any ERISA Affiliate, threa tened, which would reasonably  
               be expected to be asserted successfu lly against any Pension Plan 
               and, if so asserted successfully, wo uld reasonably be expected 
               either singly or in the aggregate to  have a Material Adverse 
               Effect. 
 
19.26    MARGIN STOCK 
         (a)   No US Group Member is engaged nor wi ll it engage principally, or 
               as one of its important activities, in the business of owning or 
               extending credit for the purpose of "buying" or "carrying" any 
               Margin Stock. 
 
         (b)   None of the proceeds of the Loans or  other extensions of credit 
               under this Agreement will be used, d irectly or indirectly, for 
               the purpose of buying or carrying an y Margin Stock, for the 
               purpose of reducing or retiring any indebtedness that was 
               originally incurred to buy or carry any Margin Stock or for any 
               other purpose which might cause all or any Loans or other 
               extensions of credit under this Agre ement to be considered a 
               "purpose credit" within the meaning of Regulation U or Regulation  
               X. 



(c) No US Group Member or any agent acting on its behalf has taken or  

               will take any action which might cau se the Finance Documents to 
               violate any regulation of the Board of Governors of the Federal 
               Reserve System of the United States.  
 
19.26    REPETITION 
         The Repeating Representations are deemed t o be made by each Obligor (by  
         reference to the facts and circumstances t hen existing) on: 
 
         (a)   the date of each Utilisation Request  and the first day of each 
               Interest Period; and 
 
         (b)   in the case of an Additional Obligor , the day on which the 
               relevant company becomes (or it is p roposed that the relevant 
               company becomes) an Additional Oblig or. 
 
20.      INFORMATION UNDERTAKINGS 
         The undertakings in this Clause 20 remain in force from the date of 
         this Agreement for so long as any amount i s outstanding under the 
         Finance Documents or any Commitment is in force. 
 
20.1     FINANCIAL STATEMENTS 
         The Parent shall supply to the Agent in su fficient copies for all the 
         Lenders: 
 
         (a)   as soon as the same become available , but in any event within 110  
               days after the end of each of its fi nancial years: 
 
               (i)    its audited consolidated fina ncial statements for that 
                      financial year; and 
 
               (ii)   the audited financial stateme nts of each Obligor for that 
                      financial year; and 
 
         (b)   as soon as the same become available , but in any event within 45 
               days after the end of each quarter o f each of its financial years  
               its consolidated financial statement s for that financial quarter.  
 
20.2     COMPLIANCE CERTIFICATE 
         (a)   The Parent shall supply to the Agent , with each set of financial 
               statements delivered pursuant to par agraph (a)(i) and (b) of 
               Clause 20.1 (Financial statements), a Compliance Certificate: 
 
               (i)    setting out (in reasonable de tail) computations as to 
                      compliance with Clause 21 (Fi nancial covenants) as at the 
                      date as at which those financ ial statements were drawn up;  
 
               (ii)   confirming the ratio of Total  Net Debt to EBITDA (together  
                      with a calculation of how the  ratio has been determined) 
                      for the purposes of Clause 8. 7 (Surplus Cash Flow), the 
                      definition of Available Amoun t in Clause 1.1 (Definitions)  
                      and determining the Margin; a nd 
 
               (iii)  (in the case of the audited f inancial statements) 
                      confirming which companies co nstitute Material Group 
                      Companies and details require d by paragraph (c) of Clause 
                      22.24 (Guarantors and Securit y). 
 
         (b)   Each Compliance Certificate shall be  signed by Management or two 
               directors of the Parent. 
 
                                      -61- 



20.3     REQUIREMENTS AS TO FINANCIAL STATEMENTS 
         (a)   Each set of financial statements del ivered by the Parent pursuant  
               to Clause 20.1 (Financial statements ) shall be certified by a 
               director of the relevant company as fairly representing its 
               financial condition as at the date a s at which those financial 
               statements were drawn up. 
 
         (b)   All financial statements of the Pare nt delivered or to be 
               delivered to the Agent under this Ag reement shall be prepared in 
               accordance with the Approved Account ing Principles and shall 
               include (in the case of any consolid ated financial statements of 
               the Parent) a consolidated cashflow statement. If as a result of 
               a change in accounting principles su ch financial statements are 
               required to be prepared on a differe nt basis (and that difference  
               is or could reasonably be expected t o be relevant to the 
               calculation of the financial ratios under this Agreement or 
               otherwise material to the interests of the Finance Parties under 
               this Agreement): 
 
               (i)    the Obligors' Agent shall, as  soon as reasonably 
                      practicable after becoming aw are of that change, so advise  
                      the Agent; 
 
               (ii)   on request of the Agent, the Obligors' Agent and the Agent  
                      (on behalf of the Lenders) sh all negotiate in good faith 
                      with a view to agreeing such amendments to Clause 21 
                      (Financial covenants) and/or the definitions of any or all  
                      of the terms used therein as are necessary to give the 
                      Lenders comparable protection  to that contemplated at the 
                      date of this Agreement; 
 
               (iii)  if amendments satisfactory to  the Lenders are agreed by 
                      the Obligors' Agent and the A gent in writing within 30 
                      days of such notification to the Agent, those amendments 
                      shall take effect in accordan ce with the terms of that 
                      agreement; and 
 
               (iv)   if such amendments are not so  agreed within 30 days, 
                      within 15 days after the end of that 30 day period, the 
                      Obligors' Agent shall either:  
 
                      (1)  deliver to the Agent, in  reasonable detail and in a 
                           form satisfactory to the  Agent, details of all such 
                           adjustments as need to b e made to the relevant 
                           financial statements in order to bring them into line  
                           with Approved Accounting  Principles (any reference in  
                           this Agreement to those financial statements shall be  
                           construed as a reference  to those financial 
                           statements as so adjuste d); or 
 
                      (2)  ensure that the relevant  financial statements are 
                           prepared in accordance w ith Approved Accounting 
                           Principles. 
 
20.4     OPERATING BUDGET 
         The Parent shall, as soon as reasonably pr acticable and in any event 
         not more than 60 days after the beginning of each of its financial 
         years (commencing with the financial year beginning 1 January 2002) 
         deliver to the Agent (in sufficient copies  for the Lenders) its 
         Operating Budget (in substantially the for mat used by the Parent in its  
         most recent operating budget prior to the date of this Agreement or (if  
         different) in a format and with a level of  information satisfactory to 
         the Agent (acting reasonably)) for such fi nancial year. 
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20.5     INFORMATION: MISCELLANEOUS 
         The Parent shall supply to the Agent (in s ufficient copies for all the 
         Lenders, if the Agent so requests): 
 
         (a)   all documents dispatched by the Pare nt to its shareholders (or 
               any class of them) or its creditors generally at the same time as  
               they are dispatched; 
 
         (b)   promptly upon becoming aware of them , the details of any 
               litigation, arbitration or administr ative proceedings which are 
               current, threatened or pending again st any member of the Group, 
               and which would, if adversely determ ined, have or be reasonably 
               likely to have a Material Adverse Ef fect; and 
 
         (c)   promptly, such further information r egarding the financial 
               condition, business and operations o f any member of the Group as 
               any Finance Party (through the Agent ) may reasonably request, 
               except to the extent that disclosure  of the information would 
               breach any law, regulation, stock ex change requirement or duty of  
               confidentiality. 
 
20.6     NOTIFICATION OF DEFAULT 
         (a)   Each Obligor shall notify the Agent of any Default (and the 
               steps, if any, being taken to remedy  it) promptly upon becoming 
               aware of its occurrence (unless that  Obligor is aware that a 
               notification has already been provid ed by another Obligor). 
 
         (b)   Promptly upon a request by the Agent , the Parent shall supply to 
               the Agent a certificate signed by tw o of its directors or senior 
               officers on its behalf certifying th at no Default is continuing 
               (or if a Default is continuing, spec ifying the Default and the 
               steps, if any, being taken to remedy  it). 
 
20.7     USE OF WEBSITES 
         (a)   The Parent may satisfy its obligatio n under this Agreement to 
               deliver any information in relation to those Lenders who accept 
               this method of communication by post ing this information onto an 
               electronic website designated by the  Parent and the Agent (the 
               "DESIGNATED WEBSITE") if: 
 
               (i)    the Agent expressly agrees (a fter consultation with each 
                      of the Lenders) that it will accept communication of the 
                      information by this method; 
 
               (ii)   both the Parent and the Agent  are aware of the address of 
                      and any relevant password spe cification for the Designated  
                      Website; and 
 
               (iii)  the information is in a forma t previously agreed between 
                      the Parent and the Agent. 
 
               If any Lender does not agree to the delivery of information 
               electronically then the Agent shall notify the Parent accordingly  
               and the Parent shall supply the info rmation to the Agent (in 
               sufficient copies for each relevant Lender) in paper form. In any  
               event the Parent shall supply the Ag ent with at least one copy in  
               paper form of any information requir ed to be provided by it. 
 
         (b)   The Agent shall supply each relevant  Lender with the address of 
               and any relevant password specificat ions for the Designated 
               Website following designation of tha t website by the Parent and 
               the Agent. 



(c) The Parent shall promptly upon becoming aware of its occurrence notify the Agent if:  

(i) the Designated Website cannot be accessed due to technical failure;  

(ii) the relevant password specifications for the Designated Website change;  

(iii) any new information which is required to be provided under this Agreement is posted onto the Designated Website;  

(iv) any existing information which has been provided under this Agreement and posted onto the Designated Website is amended; or  

(v) the Parent becomes aware that the Designated Website or any information posted onto the Designated Website is or has been infected by 
any electronic virus or similar software.  

If the Parent notifies the Agent under paragraph (c)(i) or paragraph (c)(v) above, all information to be provided by the Parent under this 
Agreement after the date of that notice shall be supplied in paper form unless and until the Agent and the relevant Lenders are satisfied that the 
circumstances giving rise to the notification are no longer continuing.  

(d) Any Lender may request, through the Agent, one paper copy of any  

 

cashflow statement of the Group for that period ("NET CASH"):  

(a) minus all Capital Expenditure during that period;  

(b) plus the amount of any dividends or other profit distributions (net of Tax) received in cash by any member of the Group during that period 
from companies which are not members of the Group;  

(c) minus the amount of any dividends (and the amount for purchase of its own shares) paid in cash by any member of the Group to any person 
who is not a member of the Group;  

(d) minus the amount of any net income of any subsidiary of AOC taken into account in Net Cash for that period which whether by law or for 
any other reason cannot be distributed by way of dividend, loan or other means to AOC.  

"CONSOLIDATED NET FINANCE CHARGES" means, in respect of any period, the aggregate of:  

(a) Net Interest for that period; and  
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               information required to be provided under this Agreement which is  
               posted onto the Designated Website. The Parent shall comply with 
               any such request within ten Business  Days. 
 
21.      FINANCIAL COVENANTS 
 
21.1     FINANCIAL DEFINITIONS 
         In this Clause 21 and in this Agreement: 
 
         "CASHFLOW" means, in respect of any period , net cash of the Group 
         provided by operating activities (as set o ut in the consolidated 



(b) all scheduled repayments of principal under the terms of any Indebtedness for Borrowed Money of any member of the Group (excluding 
any Indebtedness for Borrowed Money between any member of the Group and any other member of the Group) falling due during that period:  

(i) including, without limitation, all capital payments falling due in respect of any Financial Indebtedness falling within paragraph (d) of the 
definition of that term; and  

(ii) excluding any repayment or prepayment of any overdraft or revolving credit facility falling due during that period and capable of being 
simultaneously redrawn under the terms of the relevant facility;  

(iii) "scheduled repayments" do not for these purposes include:  

(1) voluntary prepayments under the terms of any Indebtedness for Borrowed Money; or  

(2) repayments or prepayments of Indebtedness for Borrowed Money which are not part or all of a Loan but which are made by drawing other 
Indebtedness for Borrowed Money (other than a Loan) which is Permitted Indebtedness; and  

(iv) for the purposes of calculating the amount of scheduled repayments under this definition only, any reduction in any repayment instalment 
due under Clause 7 (Repayment) as a result of any voluntary prepayment shall be ignored in calculating the amount of such scheduled 
repayment.  

"EBIT" means, in respect of any period, the consolidated net income of the Group for such period:  

(a) before any deduction of corporation tax or other taxes on income or gains;  

(b) before any deduction for Interest Payable;  

(c) before any inclusion of Interest Receivable;  

(d) excluding extraordinary or exceptional items;  

(e) after deducting (to the extent otherwise included) the amount of net income (or adding back the loss) of any member of the Group (other 
than the Parent) which is attributable to any third party (not being a member of the Group) which is a shareholder in such member of the 
Group;  

(f) after deducting (to the extent otherwise included) any gain over book value arising in favour of a member of the Group on the disposal of 
any asset (not being any disposals made in the ordinary course of trading) during such period and any gain arising on any revaluation of any 
asset during such period; and  

(g) after adding back (to the extent otherwise deducted) any loss against book value incurred by a member of the Group on the disposal of any 
asset (not being any  
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disposals made in the ordinary course of trading) during such period and any loss on any revaluation of any asset during such period.  

"EBITDA" means, in respect of any period, EBIT for such period adding back (to the extent deducted in calculating EBIT) depreciation and 
amortisation of tangible and intangible assets.  

"INTEREST" means interest and amounts in the nature of interest paid or payable in respect of any Indebtedness for Borrowed Money of any 
member of the Group excluding any interest paid or payable on Indebtedness for Borrowed Money between any member of the Group and any 
other member of the Group but including, without limitation:  

(a) the interest element of capital leases;  

(b) discount and acceptance fees payable (or deducted) in respect of any Indebtedness for Borrowed Money;  

(c) fees payable in connection with the issue or maintenance of any bond, letter of credit, guarantee or other assurance against financial loss 
which constitutes Indebtedness for Borrowed Money and is issued by a third party on behalf of a member of the Group;  

(d) repayment and prepayment penalties or premiums payable or incurred in repaying or prepaying any Indebtedness for Borrowed Money 
(other than in respect of the Senior Notes); and  

(e) commitment, utilisation and non-utilisation fees payable or incurred in respect of Indebtedness for Borrowed Money.  

"INTEREST PAYABLE" means, in respect of any period, the aggregate of:  

(a) Interest accrued (whether or not paid or capitalised) during that period; and  

(b) the amount of the discount element of any Indebtedness for Borrowed Money amortised during such period;  

in each case, as an obligation of any member of the Group during that period and calculated on the basis that:  

(i) the amount of Interest accrued will be increased by an amount equal to any amount payable by members of the Group under hedging 
agreements in relation to that period; and  

(ii) the amount of Interest accrued will be reduced by an amount equal to any amount payable to members of the Group under hedging 
agreements in relation to that period.  

"INTEREST RECEIVABLE" means, in respect of any period, the amount of interest (which for this purpose shall include all interest and 
amounts in the nature of interest, including (without limitation) amounts of the type described in paragraphs (a) to (e) (inclusive) of the 
definition of "Interest" above) accrued due (whether or not received) to members of the Group (other than by other members of the Group) 
during such period.  

"NET INTEREST" means, in respect of any period, the amount of Interest Payable during that period less the amount of Interest Receivable 
during that period.  
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"QUARTER DATE" means each of 31 March, 30 June, 30 September and 31 December.  

"RELEVANT PERIOD" means each period of twelve months ending on the last day of each Quarter Date.  

"TOTAL NET DEBT" means, at any time, the aggregate outstanding principal or capital amount of all Indebtedness for Borrowed Money of 
the Group calculated on a consolidated basis but (1) excluding any Indebtedness for Borrowed Money between any member of the Group and 
any other member of the Group (2) subtracting the aggregate amount of cash at hand and at bank and Cash Equivalents of the Group at such 
time PROVIDED THAT:  

(a) in the case of capital leases referred to in the definition of Financial Indebtedness, only the capitalised value of any items falling thereunder 
as determined in accordance with Approved Accounting Principles shall be included;  

(b) in the case of guarantees referred to in the definition of  
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               Financial Indebtedness, any items fa lling thereunder shall not be  
               included to the extent relating to i ndebtedness of another member  
               of the Group already included in thi s calculation. 
 
         "WORKING CAPITAL" means trade and other de btors/receivables in respect 
         of operating items plus prepayments and in ventories less trade and 
         other creditors/payables in respect of ope rating items and less accrued  
         expenses and accrued costs. 
 
21.2     FINANCIAL CONDITION 
         The Parent shall ensure that: 
 
         (a)   Cashflow Cover: The ratio of Cashflo w to Consolidated Net Finance  
               Charges for the Relevant Period endi ng 31 December 2001 and each 
               Relevant Period thereafter shall not  be less than 1.05:1. 
 
         (b)   Leverage: The ratio of Total Net Deb t on each of the Quarter 
               Dates specified in Column 1 below to  EBITDA for the Relevant 
               Period ending on such Quarter Date ( subject to Clause 21.3 
               (Financial Testing)) shall not be mo re than the ratio set out in 
               Column 2 below corresponding to that  Quarter Date: 
 
                           COLUMN 1                         COLUMN 2 
                         QUARTER DATE                TOTAL NET DEBT: EBITDA 
 
               31 December 2001                              2.25:1 
               31 March 2002                                 2.25:1 
               30 June 2002                                  2.25:1 
               30 September 2002                             2.00:1 
               31 December 2002                              2.00:1 
               31 March 2003                                 2.00:1 
               30 June 2003                                  2.00:1 
               30 September 2003                             1.75:1 
               31 December 2003                              1.75:1 
               31 March 2004 and each Quarter                1.50:1 
               Date thereafter 



(c) Interest Cover: The ratio of EBITDA to Net Interest for the Relevant Period ending 31 December 2001 and each Relevant Period thereafter 
shall not be less than 5.5:1.  

21.3 FINANCIAL TESTING  
(a) The financial covenants set out in Clause 21.2 (Financial Condition) shall be tested by reference to each of the financial statements 
delivered pursuant to paragraphs (a)(i) or (b) of Clause 20.1 (Financial Statements) and/or each Compliance Certificate delivered pursuant to 
Clause 20.2 (Compliance Certificate).  

(b) For the purpose of testing the ratio set out in paragraph (b) of Clause 21.2 (Financial Condition) and the definition of Leverage Ratio, 
EBITDA for a Relevant Period shall also:  

(i) (where the Relevant Acquisition has been made on a date (the "ACQUISITION DATE") during that Relevant Period) have added to it an 
amount representing the Parent's good faith estimate (as certified to the Agent by Management or two directors of the Parent together with 
reasonable supporting evidence and calculations) of EBITDA of the company(ies) or business comprising the Relevant Acquisition for the 
period from the start of that Relevant Period to the Acquisition Date and for this purpose, the definitions of EBIT and EBITDA in Clause 21.1 
(Financial Definitions) shall be applied, mutatis mutandis, to the company(ies) or business comprising the Relevant Acquisition;  

(ii) (where a disposal of all or substantially all of the shares or all or substantially all of the assets of a member of the Group (each a 
"RELEVANT DISPOSAL") has been made by a member of the Group on a date (the "DISPOSAL DATE") during that Relevant Period) have 
deducted from it an amount representing the Parent's good faith estimate (as certified to the Agent by the Management or two directors of the 
Parent together with reasonable supporting evidence and calculations) of EBITDA attributable to the company(ies) or business comprising the 
Relevant Disposal for the period from the start of that Relevant Period to the Disposal Date and for this purpose the definitions of EBIT and 
EBITDA in Clause 21.1 (Financial Definitions) shall be applied, mutatis mutandis, to the company(ies) or business comprising the Relevant 
Disposal.  

22. GENERAL UNDERTAKINGS  
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         The undertakings in this Clause 22 remain in force from the date of 
         this Agreement for so long as any amount i s outstanding under the 
         Finance Documents or any Commitment is in force. 
 
22.1     AUTHORISATIONS 
         Each Obligor shall promptly: 
 
         (a)   obtain, comply with and do all that is necessary to maintain in  
               full force and effect; and 
 
         (b)   supply certified copies to the Agent  of, 
 
         any Authorisation required under any law o r regulation of its 
         jurisdiction of incorporation to enable it  to perform its obligations  
         under the Finance Documents and to ensure the legality, 



 

(b) Paragraph (a) above does not apply to:  

(i) liens arising solely by operation of law and in the ordinary course of business;  

(ii) rights of set-off existing in the ordinary course of trading activities between any member of the Group and its respective suppliers or 
customers;  

(iii) rights of set-off arising by operation of law or by contract by virtue of the provision to any member of the Group of clearing bank facilities, 
overdraft facilities or hedging facilities permitted under this Agreement;  

(iv) any retention of title to goods supplied to any member of the Group where such retention is required by the supplier in the ordinary course 
of its trading activities and on its standard terms and the goods in question are supplied on credit;  

(v) Security (except for any Security expressed to be created as a floating charge) arising under finance leases, hire purchase, conditional sale 
agreements or other agreements for the acquisition of assets on deferred payment terms permitted under Clause 22.15 (Leasing Arrangements) 
and only to the extent such Security is granted by the relevant Obligor over assets comprised within or constituted by such arrangements;  

(vi) Security arising under the Security Documents;  

(vii) Security existing at the time of acquisition on or over any asset acquired by it after the date of this Agreement or, in the case of a person 
which becomes a  
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         validity, (subject to the Legal Reservatio ns) enforceability or 
         admissibility in evidence in its jurisdict ion of incorporation of any 
         Finance Document. 
 
22.2     COMPLIANCE WITH LAWS AND MAINTENANCE OF AU THORITIES 
         Each Obligor will, and will procure that e ach of its Subsidiaries 
         (other than a Dormant Company) will: 
 
         (a)   do all such things as are necessary to maintain its corporate 
               existence; 
 
         (b)   ensure that it has the right and is duly qualified to conduct its  
               business and will obtain and maintai n all material consents and 
               make all material filings necessary for the conduct of such 
               business and take all steps necessar y to ensure that the same are  
               in full force and effect except wher e failure to do so could not 
               reasonably be expected to have a Mat erial Adverse Effect; and 
 
         (c)   comply with all laws, regulations an d directives binding upon it 
               and procure compliance by all of its  respective officers and 
               employees with all applicable laws, regulation and directives 
               except where failure to be in compli ance could not reasonably be 
               expected to have a Material Adverse Effect. 
 
22.3     NEGATIVE PLEDGE 
         (a)   No Obligor shall (and each Obligor s hall ensure that none of its 
               Subsidiaries will) create or permit to subsist any Security over 
               any of its assets. 



member of the Group after the date of this Agreement, any Security existing on or over its assets when it became a member of the Group, in 
each case, if:  

(A) such Security was not created in contemplation of or in connection with that acquisition or, as the case may be, it becoming a member of 
the Group;  

(B) the principal amount secured has not been increased in contemplation of or in connection with that acquisition or, as the case may be, it 
becoming a member of the Group;  

(viii) any Security securing the Existing Bank Facilities PROVIDED THAT no such Security is permitted after the Closing Date;  

(ix) any Security to which the Majority Lenders have given their prior written consent;  

(x) existing Security granted by Bycosin AB being a floating charge and a real estate mortgage and securing indebtedness of Bycosin AB to 
Handelsbanken up to Swedish Kroner 25,500,000, which Security was existing at the time Bycosin AB became a member of the Group 
PROVIDED THAT such floating charge is discharged and released within 45 days of the date of this Agreement and PROVIDED THAT the 
indebtedness secured by such real estate mortgage is discharged in full within 45 days of the date of this Agreement;  

(xi) any Security securing indebtedness the principal amount of which (when aggregated with the principal amount of any other indebtedness 
which has the benefit of Security other than any permitted under paragraphs (i) to (x) above) does not exceed $5,000,000 (or its equivalent in 
another currency or currencies) at any time.  

22.4 DISPOSALS  
(a) No Obligor shall (and each Obligor shall ensure that none of its Subsidiaries will), enter into a single transaction or a series of transactions 
(whether related or not) and whether voluntary or involuntary to sell, lease, transfer or otherwise dispose of any asset.  

(b) Paragraph (a) above does not apply to any sale, lease, transfer or other disposal:  

(i) of assets (other than the Key Properties and shares in any Obligor) made in the ordinary course of trading of the disposing entity;  

(ii) of assets (other than the Key Properties and shares in any Obligor) in exchange for other assets of a similar nature and value;  

(iii) of assets (other than Key Properties and shares in any Obligor) which are obsolete for the purpose for which such assets are normally 
utilised or which are no longer required for the purpose of the Business;  

(iv) of assets (other than Key Properties or shares in any Obligor) by any member of the Group to an Obligor PROVIDED THAT if such 
disposal is of assets which are  
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secured pursuant to a Security Document immediately prior to such disposal it remains secured under a Security Document immediately after 
such disposal;  

(v) of assets from a member of the Group which is not an Obligor to any other member of the Group;  

(vi) the application of funds or the disposal of Cash Equivalents by any member of the Group:  

(A) in the ordinary course of its business for any purpose not prohibited under the Finance Documents; or  

(B) in any other manner permitted under the Finance Documents;  

(vii) of assets of or shares in a member of the Group (other than shares in any Obligor) on arm's length terms where the business of that 
Subsidiary is not required for the operation of the Business and such business has been, or is in the process of being, wound down or 
terminated;  

(viii) of assets (other than Key Properties or shares in any Obligor) where the net disposal proceeds of such assets are reinvested (by the 
member of the Group making such a disposal or by an Obligor who has entered into a Security Document) in other assets of a similar nature 
and value;  

(ix) leases of assets (including real estate) which are not (in the reasonable opinion of the member of the Group granting such lease) required 
for the efficient running of its business on arm's length terms to third parties where the annual rental for any such lease does not exceed(pound)
50,000 (or its equivalent in other currencies) per annum and the term of such lease is not more than 2 years (or if it is more than 2 years is 
capable of being terminated at the option of the lessor at least every 2 years during its term);  

(x) to which the Majority Lenders have given their prior written consent; and  

(xi) of assets (other than Key Properties or shares in any Obligor) where the aggregate fair market value of the assets so sold, leased, transferred 
or otherwise disposed of by members of the Group (which are not permitted to be disposed of pursuant to paragraphs (i) to (x) above) in any 
financial year of the Parent does not exceed $5,000,000 (or its equivalent in other currencies).  

(c) Any asset disposed of in accordance with sub-paragraph (iv) of paragraph (b) above which is subject to fixed Security under a Security 
Document at the time of disposal shall be subject to equivalent fixed Security under a Security Document following disposal and the relevant 
Obligor will take all steps (if any) necessary to create, perfect or register such Security and will deliver to the Agent such evidence as the Agent 
shall reasonably require of due execution of the relevant Security Document together with a legal opinion satisfactory to the Agent (acting 
reasonably).  

(d) No disposal shall be permitted by this Clause 22.4 which is prohibited by Clause 22.22 (Holding Companies).  

-71-  



 

a solvent re-organisation PROVIDED THAT:  

(i) AOC may not merge with any of its Holding Companies;  

(ii) if an Obligor merges with any member of the Group that is not an Obligor that Obligor shall be the surviving entity;  

(iii) no such merger shall be permitted if it would reasonably be expected to be prejudicial to any Transaction Security; and  

(iv) the surviving entity of any such merger would be liable for the obligations of the entity it has merged with.  

(b) Paragraph (a) above does not apply to any disposal permitted under Clause 22.4 (Disposals).  

22.5     MERGER 
         (a)   No Obligor shall (and each Obligor s hall ensure that none of the  
               Subsidiaries will) enter into any am algamation, demerger, merger  
               or corporate reconstruction unless t he Majority Lenders have 
               given their prior written consent th ereto save that a member of 
               the Group may merge with another mem ber of the Group pursuant to  

22.6     CHANGE OF BUSINESS 
         The Parent shall procure that no substanti al change is made to the 
         general nature of the business of the Grou p taken as a whole from that 
         carried on at the date of this Agreement ( and taking into account the 
         potential acquisition of the Identified Ta rget and any other changes to  
         the business of the Group contemplated by the Information Memorandum). 
 
22.7     INSURANCE 
         (a)   The Parent will ensure that insuranc es in respect of all the 
               material assets and material busines s and material potential 
               liabilities of an insurable nature o f the Group as a whole are 
               effected and thereafter maintained w ith reputable insurers of 
               good standing. Such insurances must:  
 
               (i)    provide cover against all ris ks which are normally insured  
                      against by other companies ow ning or possessing similar 
                      assets or carrying on similar  business as the Group as a 
                      whole; 
 
               (ii)   be in such amounts as would i n the circumstances be 
                      prudent for the Group as a wh ole taking into account the 
                      size and nature of the busine ss carried on, and the assets  
                      owned, by the Group as a whol e and the jurisdictions in 
                      which such businesses are car ried on and such assets 
                      located; 
 
               (iii)  in the case of Material Insur ances, be (in relation to 
                      those Material Insurances in place as at the date of this 
                      Agreement or which are put in  place between the date of 
                      this Agreement and the Closin g Date, within 30 days of the  
                      Closing Date and in relation to any Material Insurances 
                      put in place after the Closin g Date at the time they are 
                      put in place) in the joint na mes of AOC and/or the owner 
                      of the relevant assets and th e Security Agent and: 
 
                      (1)  provide that the insuran ce shall not be rendered 
                           void, voidable or unenfo rceable by reason of any 
                           non-disclosure by the Se curity Agent, that 
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(b) The Parent will:  

(i) supply to the Agent upon reasonable notice copies of each Material Insurance, together with the current premium receipts relating thereto 
(or, if copies of such insurance are not then available a letter from the relevant insurance broker confirming in reasonable detail the matters 
covered by any such insurance, the financial limits to that cover, the members of the Group to which such cover relates, that the premiums 
relating to such insurance which are due have been paid and confirming compliance with paragraphs (a)(iii)(1) and (2) above;  

(ii) promptly notify the Agent in writing of any material  

 

(b) Each Borrower will ensure, and each Hedging Bank agrees, that:  

(i) any Hedging Agreement to which it is at any time party will be in the form of the ISDA 1992 Master Agreement and will provide for 
"Second Method" (that is, two way payments) in the event of a termination of any hedging transaction  

-73-  

                           the insurer will give no t less than 28 days written 
                           notice to the Security A gent of any intention to 
                           avoid such insurance and  that the Security Agent 
                           shall not in any circums tances be liable for the 
                           relevant premium; and 
 
                      (2)  contain a loss payee cla use providing that following 
                           the written declaration by the Agent that an Event of  
                           Default has occurred whi ch is continuing, all moneys 
                           payable in excess of $2, 500,000 (or its equivalent in  
                           other currencies) shall (unless otherwise instructed 
                           by the Security Agent) b e paid to (or to the order 
                           of) the Security Agent ( for application in accordance  
                           with Clause 29.10 (Appli cation of Proceeds by 
                           Security Agent), which s hall alone be entitled to 
                           give a good discharge th erefor. 

                      change to its cover in respec t of Material Insurances from  
                      time to time; and 
 
               (iii)  promptly notify the Agent in writing of any claim under 
                      any of its Material Insurance  which is for, or is 
                      reasonably likely to result i n a claim under such policy 
                      for, an amount in excess of $ 5,000,000 (or its equivalent 
                      in other currencies). 
 
22.8     TAXATION 
         Each Obligor shall (and each Obligor shall  ensure that each of its 
         Subsidiaries will) duly and punctually pay  and discharge all Taxes 
         imposed upon it or its assets within the t ime period allowed without 
         incurring penalties (save to the extent th at (a) payment is being 
         contested in good faith and adequate provi sion or reserves are being 
         maintained for those Taxes or (b) failure to make such payment could 
         not reasonably be expected to have a Mater ial Adverse Effect). 
 
22.9     HEDGING ARRANGEMENTS 
         (a)   The Obligors' Agent shall procure th at, within 90 days of the 
               date of this Agreement, a Borrower o r Borrowers acceptable to the  
               Agent enter into hedging agreements with a lender or lenders 
               implementing the hedging strategy se t out in the Hedging Strategy  
               Letter. 



entered into under such Hedging Agreement whether upon a Termination Event or an Event of Default (as defined therein);  

(ii) if, on termination of any hedging transaction under any Hedging Agreement to which any Borrower is a party, a settlement amount or other 
amount falls due from a Hedging Bank to any Borrower then, if any of the Transaction Security has become enforceable, that amount shall be 
paid by such Hedging Bank to the Security Agent and treated as proceeds of enforcement of the Transaction Security for application in the 
order prescribed by Clause 29.10 (Application of Proceeds by Security Agent);  

(iii) each Hedging Agreement (and any amendment to any Hedging Agreement) shall be delivered to the Agent as soon as reasonably 
practicable after it has been entered into;  

(iv) the Hedging Agreements to which they are party will not (unless the Majority Lenders have otherwise consented in writing) be amended, 
varied or supplemented in a manner which would result in:  

(1) any payment under any such Hedging Agreement being required to be made by a Borrower earlier than the date originally provided for in 
the relevant Hedging Agreement; or  

(2) any Borrower becoming liable to make an additional payment (or increase an existing payment) under any such Hedging Agreement which 
liability does not arise from the original provisions of that Hedging Agreement  

if, in either case that would be inconsistent with the Hedging Strategy Letter or the requirements of this Clause 22.9.  

(c) Each Lender which is a Hedging Bank undertakes that it will not (unless the Majority Creditors have otherwise consented in writing) 
demand (other than as may be necessary in order to exercise any right to terminate or close out any hedging transaction as provided in and 
permitted under paragraph (d) below) payment, prepayment or repayment of, or any distribution in respect of, or on account of, any of the 
obligations of the relevant Borrower to it under any Hedging Agreement to which it is party in cash or in kind except:  

(i) for scheduled payments arising under the original terms of any Hedging Agreement to which it is party (without regard to any amendments 
made after the date of such Hedging Agreement prohibited by paragraph (b)(iii) of this Clause 22.9); and/or  

(ii) for the proceeds of enforcement of the Security Documents received and applied in the order permitted by Clause  
29.10 (Application of Proceeds by Security Agent); and/or  

(iii) payments due under any Hedging Agreement to which it is a party which has been terminated or closed-out by the relevant Borrower.  
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(d) Each Lender which is a Hedging Bank undertakes that it will not (unless the Majority Creditors have otherwise consented in writing) 
exercise any right to terminate or close out any hedging transaction under any Hedging Agreements to which it is party prior to its stated 
maturity (whether by reason of the Borrower counterparty becoming a Defaulting Party or Affected Party thereunder (and as defined therein) or 
otherwise) unless:  

(i) such Borrower has defaulted on a payment due under such Hedging Agreement, after allowing for any required notice and any applicable 
days of grace, and such default continues for more than 21 days after notice of such default being given to the Agent; or  

(ii) an Illegality or a Tax Event (each as defined in the ISDA 1992 Master Agreement) has occurred; or  

(iii) the Agent has served a notice under Clause 23.17 (Acceleration); or  

(iv) all Loans have been prepaid or repaid in full and the Lenders are no longer under any obligation to participate in further Loans; or  

(v) there is a prepayment of Facility A pursuant to Clause 8 (Prepayment and Cancellation); PROVIDED THAT the Hedging Bank may only 
exercise its right to terminate or close out that element of the hedging transaction (if any) which corresponds to the amount so prepaid; or  

(vi) the parties to the Hedging Agreement have voluntarily agreed to close out any hedging transaction in that Hedging Agreement and the 
relevant Borrower has demonstrated to the Agent that it will be in compliance with the terms of the Hedging Strategy Letter.  

(e) Each Lender which is a Hedging Bank will, promptly after the Agent has served a notice under Clause 23.17 (Acceleration), exercise any 
and all rights it may have to terminate the hedging transactions under each Hedging Agreement to which it is party, unless the Agent (acting on 
the instructions of the Majority Creditors) otherwise agrees or requires.  

(f) Each Lender which is a Hedging Bank agrees that (unless the Majority Creditors have otherwise agreed in writing) it will not enforce any 
Transaction Security or require any other person to enforce the same in respect of amounts owing under any Hedging Agreement to which it is 
party.  

(g) The provisions of this Clause 22.9 shall cease to apply after the Loans have been prepaid or repaid in full and the Lenders are under no 
obligation to participate in further Loans.  

-75-  



22.10 BILATERAL FACILITIES  
(a) Each Lender which is a Bilateral Bank agrees that:  

(i) until service of a notice by the Agent under Clause 23.17 (Acceleration), that Bilateral Bank will not, unless the Agent (acting on the 
instructions of the Majority Creditors) otherwise agrees:  

(1) exercise any right it might otherwise have pursuant to the Bilateral Facilities provided by it to cancel or otherwise terminate those Bilateral 
Facilities; or  

(2) demand repayment of or otherwise take any enforcement action in respect of the Bilateral Facilities provided by it (or require the Agent or 
Security Agent or any other person to exercise any enforcement rights under the Finance Documents in respect of amounts owing under the 
Bilateral Facilities provided by it);  

(ii) it will, promptly after service of a notice by the Agent under Clause 23.17 (Acceleration), exercise any and all rights it may have to cancel 
the Bilateral Facilities provided by it and demand payment of all amounts outstanding in respect of the Bilateral Facilities provided by it, unless 
the Agent (acting on the instructions of the Majority Creditors) otherwise agrees or requires.  

(b) No Borrower shall be liable to pay, and no Bilateral Bank shall charge, fees in relation to a Bilateral Facility any greater than those set out 
below:  

(i) a margin over cost of funds or base rate on any funded drawings under the Bilateral Facilities equal to the Margin at that time;  

(ii) a commitment fee on the unutilised portion of the Bilateral Facilities from time to time equal to one half of the Margin at that time;  

(iii) a fee on the contingent liability of a Bilateral Bank in relation to any instrument giving rise to a contingent liability on the part of that 
Bilateral Bank to any person other than a Borrower equal to the Margin at that time; and  

(iv) usual bank charges and expenses payable in connection with the provision of the Bilateral Facilities, as agreed between the relevant 
Borrower and the relevant Bilateral Bank.  

(c) The provisions of this Clause 22.10 shall cease to apply after the Loans have been prepaid or repaid in full and the Lenders are under no 
obligation to participate in any further Loans.  

22.11 ARM'S LENGTH TRANSACTIONS  
(a) No Obligor will, and each Obligor will procure that none of its Subsidiaries will, enter into any arrangement or transaction (an 
"AFFILIATE TRANSACTION") with any of its Affiliates or any shareholder of it or any of its Affiliates (each a "CONNECTED PERSON"), 
unless:  
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(i) the terms of that Affiliate Transaction are no less favourable to the relevant member of the Group than those terms that could be obtained at 
the time of that Affiliate Transaction in arm's length dealings with a person who is not such a connected person; or  

(ii) that Affiliate Transaction (together with any other Affiliate Transaction which is related thereto, whether entered into at the same time or 
over a period of time) involves an amount not exceeding $1,000,000.  

(b) Paragraph (a) shall not prohibit:  

(i) disposals permitted under Clause 22.4 (Disposals);  

(ii) intercompany credit or loans permitted under Clause 22.14 (Loans);  

(iii) arrangements or transactions where the party receiving the benefit of the transaction being on less than arm's length terms is an Obligor 
which has entered into Security Documents constituting Security over all or substantially all of its assets;  

(iv) arrangements or transactions approved by the Majority Lenders;  

(v) arrangements or transactions where the party suffering the disadvantage of the transaction being on less than arm's length terms is not an 
Obligor; or  

(vi) issues of shares or relevant securities (as defined in  
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                      Section 80(2) Companies Act 1 985) by one member of the 
                      Group to another member of th e Group 
 
22.12    INDEBTEDNESS 
         No Obligor will, and each Obligor will pro cure that none of its 
         Subsidiaries will, incur or agree to incur  or prevent to subsist any 
         Financial Indebtedness other than Permitte d Indebtedness. For this 
         purpose, "Permitted Indebtedness" means: 
 
         (a)   Financial Indebtedness arising under  the Senior Notes and the 
               Existing Bank Facilities PROVIDED TH AT no such Financial 
               Indebtedness will be permitted after  the first Loan has been made  
               under this Agreement; 
 
         (b)   Financial Indebtedness permitted by Clauses 22.13 (Guarantees), 
               22.14 (Loans), 22.15 (Leasing Arrang ements) and 22.16 (Permitted 
               Hedging Transactions); 
 
         (c)   Financial Indebtedness incurred unde r unsecured settlement 
               facilities (including BACs, "Busines sMaster", international 
               payments, daylight exposure and UK t hree day settlement 
               facilities) entered into by any memb er of the Group in the 
               ordinary course of its business to e nable it to effect its 
               payment obligations; 
 
         (d)   any Financial Indebtedness to which the Majority Lenders have 
               given their prior written consent; 
 
         (e)   Financial Indebtedness incurred unde r the Bilateral Facilities 
               PROVIDED THAT the aggregate amount o f principal outstanding under  
               such Bilateral Facilities does not a t any time exceed $40,000,000  
               (or its equivalent in other currenci es) and the aggregate 



amount of principal outstanding under all overdraft facilities which are Bilateral Facilities does not at any time exceed  
(pound)5,000,000 (or its equivalent in other currencies);  

(f) Financial Indebtedness incurred by Bycosin AB to Handelsbanken under facilities which were existing at the date Bycosin AB became a 
member of the Group, the aggregate principal amount of which does not at any time exceed Swedish Kroner 25,500,000 PROVIDED THAT 
no such Financial Indebtedness will be permitted after the date falling 45 days after the date of this Agreement; or  

(g) any Financial Indebtedness not falling within paragraphs (a) to  

 

any loans or grant or agree to grant any credit other than:  
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               (f) above, the aggregate principal a mount of which for the Group 
               taken as a whole does not at any tim e exceed $10,000,000 (or its 
               equivalent in other currencies). 
 
22.13    GUARANTEES 
         No Obligor will and each Obligor will proc ure that none of its 
         Subsidiaries will, grant or agree to grant  or permit to subsist any 
         guarantee by it, other than a Permitted Gu arantee. For this purpose, 
         "PERMITTED GUARANTEE" means: 
 
         (a)   guarantees given in the ordinary cou rse of business in respect of  
               any obligations of any wholly-owned Subsidiary of a Relevant 
               Holding Company excluding guarantees  given by a member of a 
               Relevant Group to or in respect of t he obligations of a member of  
               a different Relevant Group; 
 
         (b)   guarantees contained in or given in respect of this Agreement or 
               (prior to them being repaid in full)  the Existing Bank 
               Facilities; 
 
         (c)   any guarantee given by a Holding Com pany of any Relevant Holding 
               Company or by a member of a Relevant  Group in each case to or in 
               respect of the obligations of anothe r member of that Relevant 
               Group issued during an Accounting Qu arter in connection with a 
               Permitted Investment the maximum lia bility under which (when 
               aggregated (without double-counting)  with the other items in 
               respect of the Permitted Investment specified in paragraph (b) of  
               the definition of "Permitted Investm ent" in Clause 1.1 
               (Definitions)) does not exceed the r elevant Unutilised Available 
               Amount in respect of that Accounting  Quarter at the relevant 
               time; 
 
         (d)   any guarantee to which the Majority Lenders have given their 
               prior written consent; or 
 
         (e)   any guarantees not falling within su b-clauses (a) to (d) 
               (inclusive) above, the maximum aggre gate actual or contingent 
               liability under which the Group take n as a whole has does not at 
               any time exceed $5,000,000 (or its e quivalent in other 
               currencies) PROVIDED THAT guarantees  given by a member of the 
               Octel Trading Group in respect of th e obligations of a member of 
               the Group which is not a member of t he Octel Trading Group shall 
               not be permitted pursuant to this pa ragraph (e). 
 
22.14    LOANS 
         No Obligor will and each Obligor will proc ure that none of its 
         Subsidiaries will, make or agree to make o r permit to be outstanding 



(a) credit arising in the ordinary course of its trading activities;  

(b) loans made or credit given by an Obligor to any other Obligor;  

(c) loans made from one member of the Group to another member of the Group from the proceeds of Facility B which are proceeds of a 
Relevant Acquisition Utilisation or a Prochem Refinancing Acquisition which are applied as required by paragraph (b)(iii) or (b)(iv) (as the 
case may be) of Clause 3.1 (Purpose);  

(d) loans made or credit given by a member of a Relevant Group to another member of that Relevant Group;  

(e) loans made or credit given by an Obligor to a member of the Group which is not an Obligor provided that the aggregate principal amount of 
all such loans and credit permitted pursuant to this paragraph (e) does not at any time exceed $5,000,000 (or its equivalent in other currencies);  

(f) any loan by a Holding Company of any Relevant Holding Company or by a member of a Relevant Group to another member of that 
Relevant Group in each case which is made during an Accounting Quarter in connection with a Permitted Investment up to a principal amount 
which (when aggregated with the other items in respect of that Permitted Investment specified in paragraph (b) of the definition of Permitted 
Investment in Clause 1.1 (Definitions)) does not exceed the relevant Unutilised Available Amount in respect of that Accounting Quarter at the 
relevant time;  

(g) loans required to be made by Octel Trading to Octel Developments to enable Octel Developments to pay amounts owing by it in respect of 
Facility A;  

(h) loans made or credit given by one member of the Group to another member of the Group prior to the date of this Agreement or any Loan 
given by one member of the Group to another member of the Group which is applied to repay the Financial Indebtedness referred to in 
paragraph (f) of Clause 22.12 (Indebtedness); or  

(i) any other loan or credit to which the Majority Lenders have given  

               their prior written consent, 
 
         PROVIDED THAT (unless permitted pursuant t o paragraph (g), (h) or (i) 
         above) no member of the Octel Trading Grou p shall make or permit to be 
         outstanding any loans or credit to a membe r of the Group which is not a  
         member of the Octel Trading Group. 
 
22.15    LEASING ARRANGEMENTS 
         No Obligor will, and each Obligor will pro cure that none of its 
         Subsidiaries will, enter into or have outs tanding any Financial 
         Indebtedness of a type described in paragr aph (d) or (j) of the 
         definition of "Financial Indebtedness" in Clause 1.1 (Definitions) 
         (which, for the avoidance of doubt, shall not include operating leases)  
         except where the aggregate capital element  of all future rentals during  
         any financial year of the Parent under all  such Financial Indebtedness 
         (determined in accordance with US GAAP) do es not exceed $5,000,000 (or 
         its equivalent in other currencies). 
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commodity contract or option, other than:  

(a) the Hedging Agreements; or  

(b) for hedging interest rate, currency or commodity exposure entered  

 

(b) Paragraph (a) will not apply to:  

(i) acquisitions by a member of the Group of any shares or partnership interests in entities which are at the date of this Agreement (and which at 
the relevant time remain) its Subsidiaries or Part Owned Entities, or in any Subsidiary formed after the date of this Agreement;  
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22.16    PERMITTED HEDGING TRANSACTIONS 
         No Obligor will, and each Obligor will pro cure that none of its 
         Subsidiaries will, enter into any interest  rate swap, cap, ceiling,  
         collar or floor or any currency swap, futu res, foreign exchange or 

               into by a member of the Group in the  ordinary course of its 
               business (and not for speculative pu rposes). 
 
22.17    JOINT VENTURES 
         No Obligor will, and each Obligor will pro cure that none of its 
         Subsidiaries will, (except with the prior written consent of the 
         Majority Lenders), enter into or permit to  subsist any joint venture, 
         partnership or equivalent arrangement with  any person, other than: 
 
         (a)   any such joint venture, partnership or equivalent arrangement 
               subsisting at the date of this Agree ment; or 
 
         (b)   any Permitted Investment, PROVIDED T HAT, in connection with the 
               making of any Permitted Investment, no member of the Group shall 
               incur any liability (whether contrac tual or otherwise) (an 
               "ANCILLARY LIABILITY") (excluding fo r this purpose any liability 
               in respect of Financial Indebtedness  the amount of which has been  
               included in the calculation of the A vailable Amount in respect of  
               the Accounting Quarter in which that  Permitted Investment is 
               made) where that ancillary liability  has or could reasonably be 
               expected to have a Material Adverse Effect; or 
 
         (c)   commercial contracts entered into in  the ordinary course of 
               trading not involving the acquisitio n of shares or similar 
               investments or interests in partners hips; or 
 
         (d)   the proposed joint venture in India between Octel Petroleum 
               Specialties Limited and Dorf Ketal C hemicals India Pvte Limited 
               on substantially the terms set out i n the paper headed "Business 
               proposed for JV in India" delivered to the Agent by the Parent 
               pursuant to Part I of Schedule I (Co nditions Precedent). 
 
22.18    ACQUISITIONS AND INVESTMENTS 
         (a)   No Obligor will, and each Obligor sh all procure that none of its 
               Subsidiaries will: 
 
               (i)    acquire any business or acqui re any Subsidiary or the 
                      whole or substantially the wh ole of the assets of any 
                      other person or enter into an y agreement so to do; or 
 
               (ii)   own any interest in any share  or equity related 
                      investment, 
 
         in each case, without the prior written co nsent of the Majority 
         Lenders. 



(ii) any acquisition by a member of the Group pursuant to a disposal permitted under paragraph (b)(ii) of Clause 22.4 (Disposals) and any 
acquisition from net disposal proceeds as contemplated by paragraph (b)(viii) of Clause 22.4 (Disposals);  

(iii) any acquisition of Cash Equivalents for treasury management purposes;  

(iv) a Permitted Investment or to (the extent permitted by paragraph (d) of Clause 22.17 (Joint Ventures)) an investment in the proposed joint 
venture in India;  

(v) the Relevant Acquisition; or  

(vi) any other acquisition of any business, assets or shares where such acquisition satisfies the following criteria:  

(1) if it is an acquisition of a business or assets (other than shares), such business (or the business for which such assets are to be used) is 
similar to or connected with (or related to the development of) the Business;  

(2) if it is an acquisition of shares, such shares are in a limited liability company which will, upon such acquisition, became a wholly-owned 
Subsidiary of the Parent;  

(3) the business, assets or shares being acquired have generated positive earnings before interest tax, depreciation and amortisation for a period 
of 12 months before the acquisition is due to become effective;  

(4) the total consideration (both cash and non-cash, including the amount of indebtedness assumed by the purchaser or any other member of the 
Group, the amount of indebtedness remaining in the assets acquired and the amount of any deferred purchase price) for such acquisition does 
not exceed $10,000,000 (or its equivalent in other currencies) or if such acquisition occurs after the Trigger Date, $20,000,000 (or its equivalent 
in other currencies);  

(5) the total consideration (both cash and non-cash, including the amount of indebtedness assumed by the purchaser or any other member of the 
Group, the amount of indebtedness remaining in the assets acquired and any deferred purchase price) when aggregated with all acquisitions 
which have been made pursuant to this paragraph (vi) in the financial year in which such acquisition is proposed to be made does not exceed 
$15,000,000 (or its equivalent in other currencies) or, if that financial year begins after the Trigger Date, $30,000,000 (or its equivalent in other 
currencies);  

(6) in connection with the making of that acquisition, no member of the Group shall incur any liability (whether contractual or otherwise) (an 
"ANCILLARY LIABILITY") where that ancillary liability has or could reasonably be expected to have a Material Adverse Effect; and  
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                      (7)  at the time of such acqu isition no Event of Default 
                           is continuing or would o ccur as a result of such 
                           acquisition. 
 
22.19    RESTRICTION ON PAYMENT OF DIVIDENDS 
         The Parent will not pay, directly or indir ectly, any dividend or make 
         any other distribution or pay any interest  or other amount, whether in 
         cash or otherwise, on any shares or releva nt securities (as defined in 
         Section 80(2) of the Companies Act 1985) o r set apart any sum for any 
         such purpose, PROVIDED THAT the Parent may  pay any dividend on the 
         stock issued by it if (and only if) each o f the following conditions is  
         met: 
 
         (a)   the Parent has supplied to the Agent  (in sufficient copies for 
               the Lenders) pro forma financial sta tements prepared by it 
               demonstrating that it will be in com pliance with paragraph (a) of  
               Clause 22.2 (Financial Condition) if  the dividend is paid and the  
               chief financial officer or other app ropriate director of the 
               Parent has certified that he is sati sfied that the Parent will be  
               in compliance with such paragraph (a ) for the Relevant Period 
               during which the dividend is propose d to be paid; 
 
         (b)   the Parent has not received notice f rom the Agent certifying that  
               a Default has occurred and is contin uing or would occur as a 
               result of paying that dividend; and 
 
         (c)   the Agent has received 5 Business Da ys' prior notice from the 
               Parent of the intention to make that  dividend payment and the 
               amount of that payment. 
 
22.20    RESTRICTION ON REDEMPTION AND ACQUISITION OF OWN SHARES 
         The Parent will not directly or indirectly  redeem, purchase, retire or 
         otherwise acquire for consideration any sh ares, stock or warrants 
         issued by it or set apart any sum for any such purpose (other than for 
         the purpose of any Employee Share Scheme) or otherwise reduce its 
         capital, in each case without the consent of the Majority Lenders, 
         PROVIDED THAT the Parent may purchase or o therwise acquire any stock 
         issued by it if (and only if) each of the following conditions is met: 
 
         (a)   the Parent is satisfied that it will  be in compliance with 
               paragraph (a) of Clause 22.2 (Financ ial Condition) if that 
               purchase or other acquisition is mad e; 
 
         (b)   the Parent has not received notice f rom the Agent certifying that  
               a Default has occurred and is contin uing. 
 
22.21    FACTORING 
         No Obligor will, and each Obligor will pro cure that none of its 
         Subsidiaries will: 
 
         (a)   (other than in the ordinary course o f trading) sell or otherwise 
               dispose of any asset on terms whereb y such asset is or may be 
               leased to or re-acquired or acquired  by it or any Group Company; 
               or 
 
         (b)   sell or otherwise dispose of any rec eivable (other than where the  
               receivable has been fully written of f in the accounts of the 
               relevant Group Company in accordance  with US GAAP or UK GAAP (as 
               applicable)). 
 
                                      -82- 



22.22    HOLDING COMPANIES 
         (a)   The Parent shall not, and shall proc ure that neither any Relevant  
               Holding Company nor any Holding Comp any of a Relevant Holding 
               Company, shall: 
 
               (i)    carry on any trading activiti es related to the Business or  
                      otherwise (other than insigni ficant trading activities); 
                      or 
 
               (ii)   own any assets required for u se in the Business (other 
                      than insignificant assets). 
 
         (b)   Paragraph (a) of this Clause shall n ot prohibit Octel America 
               from trading as it is currently at t he date of this Agreement. 
 
22.23    ENVIRONMENTAL UNDERTAKINGS 
         Each Obligor will, and will procure that e ach of its Subsidiaries will:  
 
         (a)   comply with the terms and conditions  of all Environmental 
               Approvals and all Environmental Laws  applicable to it where 
               failure so to do would have or be re asonably likely to have a 
               Material Adverse Effect and will imp lement procedures to monitor 
               compliance and contain liability und er any Environmental Laws; 
 
         (b)   promptly upon receipt of the same af ter the date of this 
               Agreement, notify the Agent of any c laim, notice or other 
               communication served on it in respec t of or if it becomes aware 
               of: 
 
               (i)    any suspension, revocation or  material variation of any 
                      Environmental Approval applic able to it (save where such 
                      suspension or revocation aris es by reason of and is 
                      immediately followed by the i ssue of an Environmental 
                      Approval in substantially the  same terms) which would have  
                      or be reasonably likely to ha ve a Material Adverse Effect;  
                      or 
 
               (ii)   any breach of any Environment al Laws by a member of the 
                      Group which has or is reasona bly likely to have a Material  
                      Adverse Effect; or 
 
               (iii)  any material unbudgeted inves tment by a member of the 
                      Group required to maintain, a cquire or renew any 
                      Environmental Approval; or 
 
               (iv)   the issue of any enforcement or prohibition or similar 
                      notice by a regulatory author ity or receipt by any member 
                      of the Group of any complaint , demand, civil claim or 
                      enforcement proceeding which has or is reasonably likely 
                      to have a Material Adverse Ef fect; and 
 
         (c)   use all reasonable endeavours (by em ploying the best available 
               techniques not involving excessive c ost) to prevent any acts, 
               omissions, events, state of facts or  circumstances occurring or 
               being exacerbated which could result  in any third party taking 
               any action or making any claim again st any member of the Group 
               under any Environmental Laws where a ny such action or claim could  
               reasonably be expected to have a Mat erial Adverse Effect. 
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requirements) cannot meet such requirements:  
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22.24    GUARANTORS AND SECURITY 
         (a)   The Parent shall ensure that (taking  into account paragraph (e) 
               below) any member of the Group which  is not a Guarantor which is 
               or becomes a Material Group Company shall, as soon as reasonably 
               practicable but in any event within three Months after becoming a  
               Material Group Company, become an Ad ditional Guarantor in 
               accordance with Clause 25.4 (Additio nal Guarantors). 
 
         (b)   The Parent shall ensure that (taking  into account paragraph (e) 
               below) at all times the aggregate (w ithout double counting) of 
               (i) EBITDA of the Guarantors ("GUARA NTOR EBITDA") and (ii) gross 
               assets of the Guarantors (determined  in each case by reference to  
               the most recent annual unconsolidate d financial statements of 
               each of the Guarantors delivered pur suant to Clause 20.1 
               (Financial Statements) and, prior to  the first such financial 
               statements being so delivered, by re ference to the most recent 
               annual unconsolidated financial stat ements of each of the 
               Guarantors) shall equal or exceed 85  per cent. of (as 
               appropriate) (1) consolidated EBITDA  and (2) consolidated gross 
               assets (as applicable) of the Group (as determined by reference 
               to the most recent annual consolidat ed financial statements of 
               the Parent delivered pursuant to Cla use 20.1 (Financial 
               Statements) and, prior to the first such financial statements 
               being delivered, by reference to the  Original Financial 
               Statements of the Parent. 
 
         (c)   Within 110 days after the last day o f each of its financial years  
               (commencing with its financial year ended 31 December 2001) the 
               Parent shall deliver to the Agent: 
 
               (i)    a certificate addressed to th e Agent signed by two 
                      directors of the Parent confi rming that the Parent is in 
                      compliance with paragraph (b)  above and paragraph (f) 
                      below in relation to the fina ncial year of the Parent 
                      ending immediately prior to t he delivery of such 
                      certificate; or 
 
               (ii)   duly executed Accession Lette r(s) in relation to a 
                      Subsidiary (or Subsidiaries) of the Parent acceding as 
                      Guarantor(s) together with th e documents and other 
                      evidence set out in Part II o f Schedule 2 (Conditions 
                      Precedent), each in a form an d substance satisfactory to 
                      the Agent, such Subsidiary (o r Subsidiaries) to be such 
                      that, if taken into an accoun t as a Guarantor (or 
                      Guarantors) for the purposes of determining compliance 
                      with paragraph (b) above in r elation to the financial year  
                      of the Parent ending immediat ely prior to the delivery of 
                      such documents, would result in the Parent being in 
                      compliance with such paragrap h (b) in respect of such 
                      financial year. 
 
         (d)   For these purposes, the calculation of Guarantor EBITDA and gross  
               assets shall be made in accordance w ith US GAAP and in relation 
               to any Guarantor shall be made on an  unconsolidated basis and 
               Guarantor EBITDA shall be calculated  on the same basis as EBITDA 
               in Clause 22.1 (Financial definition s) but adjusted so that it is  
               on an unconsolidated basis applicabl e to the relevant Guarantor 
               only. 
 
         (e)   The Parent shall not be required to meet any of the requirements 
               of paragraphs (a), (b) or (c) above or (f) or (g) below to the 
               extent that it satisfies the Agent ( acting reasonably) that it 
               (or a relevant Subsidiary which woul d otherwise meet such 



(i) by reason of legal or regulatory impediment which are beyond its or any member of the Group's control (acting reasonably) (including, but 
not limited to, prohibitions relating to financial assistance or lack of corporate benefit); or  

(ii) without becoming liable to pay taxes, duties or other amounts which are disproportionate to the value or practical benefit of the Security or 
guarantee; or  

(iii) because directors of the relevant Subsidiary would be subject to a material risk of civil or criminal liability if such Subsidiary was to 
provide a guarantee and/or Security for the Facilities.  

The Parent shall use reasonable endeavours to ensure that relevant members of the Group do all that is necessary (including, without limitation, 
following the procedures set out in sections 155-158 of the Companies Act 1985 or equivalent whitewash procedures) in order to ensure that 
such relevant members of the Group can become Additional Guarantors.  

(f) The Parent shall ensure that (taking into account paragraph (e) above and paragraphs (g) and (h) below) at all times Guarantors required to 
meet the requirements of paragraph (b) above have each provided Transaction Security in accordance with the provisions of this Agreement 
and that all such Transaction Security remains, subject to the provisions of the Finance Documents, in place.  

(g) If required by the Agent (and to the extent permitted under applicable law), each entity which is to become an Additional Obligor shall 
enter into Security Documents(s) in favour of the Security Agent for the benefit of the Finance Parties (or, if applicable, directly in favour of 
the Finance Parties) over all its assets, business and undertaking as Security for all indebtedness under the Finance Documents, such Security to 
provide (to the extent permissible and practicable under applicable law) equivalent security over such assets, business and undertaking 
(together "RELEVANT ASSETS") as granted to the Security Agent (or, as applicable, the Finance Parties) by Group Companies with similar 
Relevant Assets incorporated in the same jurisdiction as such Additional Obligor and, if such Additional Obligor is incorporated in a 
jurisdiction in which no other Group Company incorporated in that jurisdiction with similar Relevant Assets has granted Security, the Security 
Documents shall be in such form and substance as (following consultation with the Obligors' Agent) may be reasonably required by the Agent 
(having due regard to the practicality and costs involved in taking any such Security).  

(h) Notwithstanding the provisions of paragraph (g) above, if a proposed Additional Obligor is not a Holding Company of a Relevant Holding 
Company and is required to become an Additional Guarantor as a result of the provisions of paragraph (a) above and without such Additional 
Obligor providing Transaction Security other Guarantors which together satisfy the requirements of paragraph (b) above have all provided 
Transaction Security in accordance with the provisions of this Agreement (which Transaction Security continues to remain in place) then such 
proposed Additional Obligor shall not be required to give any Transaction Security.  
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22.25 PARI PASSU RANKING Each Obligor will ensure that its payment obligations under each of the Finance Documents rank and will at 
all times rank at least pari passu in right and priority of payment with all its other present and future unsecured and unsubordinated 
indebtedness (actual or contingent), except indebtedness preferred solely by operation of law.  

22.26 ACCOUNTING REFERENCE DATE AND AUDITORS  
(a) The Parent shall not change its accounting reference date from 31 December and shall not change the duration of any of its financial years 
unless the Majority Lenders have given their prior written consent to any such change.  

(b) The Parent shall ensure that the financial year of each of its Subsidiaries shall be the same as its own (or in the case of a Subsidiary which is 
acquired after the date of this Agreement, such Subsidiary changes its financial year end to coincide with the Parent's financial year end within 
3 months of such acquisition).  

(c) The Parent will not appoint any auditors for its consolidated  

               accounts other than PricewaterhouseC oopers, Ernst & Young, KPMG, 
               Arthur Andersen or Deloitte & Touche  (or any amalgamation of the 
               same or their successors), except wi th the prior consent of the 
               Majority Lenders. 
 
22.27    FEDERAL RESERVE REGULATIONS 
         The Obligors' Agent shall procure that eac h Borrower which is 
         incorporated in the US will use the Facili ties without violating 
         Regulations T, U and X. 
 
22.28    COMPLIANCE WITH ERISA 
         No Obligor shall: 
 
         (a)   allow, or permit any of its ERISA Af filiates to allow, (i) any 
               Pension Plan, with respect to which any US Group Member or any of  
               its ERISA Affiliates may have any li ability, to terminate, (ii) 
               any US Group Member or ERISA Affilia te to withdraw from any 
               Pension Plan or Multiemployer Plan, (iii) any ERISA Event to 
               occur with respect to any Pension Pl an, or (iv) any accumulated 
               funding deficiency (as defined in Se ction 302 of ERISA and 
               Section 412 of the Internal Revenue Code), whether or not waived,  
               to exist involving any of its Pensio n Plans; to the extent that 
               any of the events described in (i), (ii), (iii) or (iv), singly 
               or in the aggregate, could have a Ma terial Adverse Effect; or 
 
         (b)   fail, or permit any of its ERISA Aff iliates to fail, to comply in  
               any material respect with ERISA or t he related provisions of the 
               Internal Revenue Code, if such non-c ompliance, singly or in the 
               aggregate, would be reasonably likel y to have a Material Adverse 
               Effect. 
 
22.29    COMPLIANCE WITH US REGULATIONS 
         No Obligor shall (and the Parent shall ens ure that no other member of 
         the Group will) become an "investment comp any," or an "affiliated 
         person" of or "promoter" or "principal und erwriter" for an "investment 
         company," as such terms are defined in the  Investment Company Act of 
         1940 
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22.30    SECURITY 
         Each Obligor shall, at its own expense, ta ke all such action and shall 
         ensure that each of its subsidiaries shall , at its own expense, take 
         all such action: 
 
         (a)   as the Agent or the Security Agent m ay require (acting 
               reasonably) for the purpose of perfe cting or protecting the 
               Finance Parties' rights under and pr eserving the Security 
               intended to be created or evidenced by any of the Security 
               Documents; and 
 
         (b)   as the Agent or the Security Agent m ay require following the 
               making of any declaration pursuant t o Clause 23.17 (Acceleration)  
               for facilitating the realisation of any such Security or any part  
               thereof. 
 
22.31    SYNDICATION 
         The Parent shall provide reasonable assist ance to the Mandated Lead 
         Arranger in the preparation of the Informa tion Memorandum and the 
         primary syndication of the Facility (inclu ding, without limitation, by 
         making senior management available for the  purpose of making 
         presentations to, or meeting, potential le nding institutions) and will 
         (except to the extent that the disclosure of the information would 
         breach any law, regulation, stock exchange  requirement or duty of 
         confidentiality) comply with all reasonabl e requests for information 
         from potential syndicate members prior to the Syndication Date. Each 
         Obligor agrees to be bound by the provisio ns of the Syndication Letter.  
 
22.32    DISCHARGE OF REAL ESTATE MORTGAGE 
         The Parent shall ensure that the real esta te mortgage referred to in 
         paragraph (b)(x) of Clause 22.3 (Negative Pledge) is released and 
         discharged in full as soon as reasonably p racticable after the 
         indebtedness which it secures is discharge d in full. 
 
23.      EVENTS OF DEFAULT 
         Each of the events or circumstances set ou t in Clause 23.32 is an Event  
         of Default. 
 
23.1     NON-PAYMENT 
         An Obligor does not pay on the due date an y amount payable pursuant to 
         a Finance Document at the place at and in the currency in which it is 
         expressed to be payable unless: 
 
         (a)   in the case of any payment of princi pal, the Agent is satisfied 
               that such non-payment is due solely to administrative or 
               technical errors or delays in the tr ansmission of funds and 
               payment is made within two Business Days of its due date; or 
 
         (b)   in the case of any payment (other th an any payment of principal) 
               either: 
 
               (i)    that payment is made within o ne Business Day of its due 
                      date; or 
 
               (ii)   the Agent is satisfied that s uch non-payment is due solely  
                      to administrative or technica l errors or delays in the 
                      transmission of the funds and  payment is made within two 
                      Business Days of its due date . 
 
23.2     FINANCIAL COVENANTS 
         Any requirement of Clause 21 (Financial co venants) is not satisfied. 
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23.3     OTHER OBLIGATIONS 
 
         (a)   An Obligor does not comply with any provision of the Finance 
               Documents (other than those referred  to in Clause 23.1 
               (Non-payment) and Clause 23.2 (Finan cial covenants)). 
 
         (b)   No Event of Default under paragraph (a) above in relation to 
               Clauses 23.1 (Authorisation), 23.2 ( Compliance with laws and 
               maintenance of authorities), 23.7 (I nsurance) to 23.11 (Arm's 
               Length Transactions) (inclusive), 23 .15 (Leasing Arrangements) to  
               23.17 (Joint Ventures) (inclusive), 23.23 (Environmental 
               Undertakings) or 23.25 (Pari Passu R anking) to 23.31 
               (Syndication) (inclusive) (or any ob ligation contained in a 
               Security Document) will occur if the  failure to comply is capable  
               of remedy and is remedied within 20 Business Days of the earlier 
               of the Agent giving notice to the Ob ligors' Agent or the relevant  
               Obligor becoming aware of the failur e to comply. 
 
23.4     CROSS DEFAULT 
         (a)   Any Financial Indebtedness of any me mber of the Group is not paid  
               when due nor within any originally a pplicable grace period. 
 
         (b)   Any Financial Indebtedness of any me mber of the Group is validly 
               declared to be or otherwise becomes due and payable prior to its 
               specified maturity as a result of an  event of default (however 
               described). 
 
         (c)   Any commitment for any Financial Ind ebtedness of any member of 
               the Group is validly cancelled or su spended by a creditor of any 
               member of the Group as a result of a n event of default (however 
               described). 
 
         (d)   Any creditor of any member of the Gr oup becomes entitled to 
               declare any Financial Indebtedness o f any member of the Group due  
               and payable prior to its specified m aturity as a result of an 
               event of default (however described) . 
 
         (e)   No Event of Default will occur under  this Clause 23.4 if the 
               aggregate amount of Financial Indebt edness or commitment for 
               Financial Indebtedness falling withi n paragraphs (a) to (d) above  
               is less than $3,500,000 (or its equi valent in any other currency 
               or currencies). 
 
23.5     MISREPRESENTATION 
         (a)   Any representation or statement made  or deemed to be made by an 
               Obligor in the Finance Documents or any other document delivered 
               by or on behalf of any Obligor under  or in connection with any 
               Finance Document is or proves to hav e been incorrect or 
               misleading in any material respect w hen made or deemed to be 
               made. 
 
         (b)   No Event of Default will occur under  paragraph (a) above if the 
               circumstances giving rise to the inc orrect or misleading 
               representation or statement are capa ble of remedy and are 
               remedied within 20 Business Days of the earlier of the Agent 
               giving notice to the Obligors' Agent  or the relevant Obligor 
               being aware of those circumstances. 
 
23.6     INSOLVENCY 
         (a)   A member of the Group (other than a Dormant Company or Octel LLC)  
               is unable or admits inability to pay  its debts as they fall due, 
               suspends making payments on any of 
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(b) No Event of Default under paragraph (a) above will occur if:  

(i) that member of the Group is, in good faith, contesting the expropriation, attachment, sequestration, distress, execution or enforcement by 
appropriate proceedings diligently pursued with a reasonable prospect of success; and  
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               its debts or, by reason of actual or  anticipated financial 
               difficulties, commences negotiations  with one or more of its 
               creditors with a view to reschedulin g any of its indebtedness. 
 
         (b)   The value of the assets of any membe r of the Group (other than a 
               Dormant Company or Octel LLC) is les s than its liabilities 
               (taking into account contingent and prospective liabilities). 
 
         (c)   A moratorium is declared in respect of any indebtedness of any 
               member of the Group (other than a Do rmant Company or Octel LLC). 
 
23.7     INSOLVENCY PROCEEDINGS 
         Any corporate action, legal proceedings or  other formal procedure is 
         taken in relation to: 
 
         (a)   the suspension of payments, a morato rium of any indebtedness, 
               winding-up, dissolution, administrat ion or reorganisation (by way  
               of voluntary arrangement, scheme of arrangement or otherwise) of 
               any Obligor or Material Group Compan y other than a solvent 
               liquidation or reorganisation of any  member of the Group which is  
               not an Obligor; 
 
         (b)   a composition, assignment or arrange ment with creditors generally  
               or any class of creditors of any Obl igor or Material Group 
               Company; 
 
         (c)   the appointment of a liquidator (oth er than in respect of a 
               solvent liquidation of a member of t he Group which is not an 
               Obligor), receiver, administrator, a dministrative receiver, 
               compulsory manager or other similar officer in respect of any 
               Obligor or Material Group Company or  any of its assets, 
 
         or any analogous procedure or step is take n in any jurisdiction. No 
         Event of Default will occur under this Cla use 23.7 if the Majority 
         Lenders (acting reasonably) are satisfied that the relevant corporate 
         action, legal proceedings or other procedu re (together, the "Relevant 
         Action") is of a frivolous or vexatious na ture, is being contested in 
         good faith and by appropriate proceedings by the relevant member of the  
         Group and that it is reasonably likely tha t such Relevant Action will 
         be set aside, dismissed or withdrawn withi n 14 days of being taken or 
         instituted (or such other period which the  Majority Lenders agree 
         reflects a realistic time by which such a Relevant Action can be set 
         aside, dismissed or withdrawn) unless prio r to such time a binding 
         court order is made in respect of any matt ers set out in paragraphs 
         (a), (b) or (c) above. 
 
23.8     CREDITORS' PROCESS 
         (a)   Any expropriation, attachment, seque stration, distress, execution  
               or enforcement of any Security affec ts any asset or assets of a 
               member of the Group (other than a Do rmant Company or Octel LLC) 
               having an aggregate value greater th an $5,000,000 (or its 
               equivalent in other currencies); 



(ii) if those proceedings were adversely determined against  

                      that member of the Group, suc h expropriation, attachment, 
                      sequestration, distress, exec ution or enforcement could 
                      not reasonably be expected to  have a Material Adverse 
                      Effect. 
 
23.9     OWNERSHIP OF THE OBLIGORS 
         An Obligor (other than the Parent) is not or ceases to be a 
         wholly-owned Subsidiary of the Parent. 
 
23.10    UNLAWFULNESS AND INVALIDITY 
         (a)   It is or becomes unlawful under any applicable jurisdiction for 
               an Obligor to perform any of its obl igations under the Finance 
               Documents in circumstances or to an extent which could reasonably  
               be expected to have a Material Adver se Effect. 
 
         (b)   Any provision of any Finance Documen t is or becomes invalid or 
               (other than by reason of matters ref erred to in the Legal 
               Reservations) unenforceable for any reason or the validity or 
               enforceability of any provision of a ny Finance Document shall at 
               any time be contested by any party t hereto (other than a Finance 
               Party) , in each case to an extent o r in a manner which could 
               reasonably be expected to be materia lly adverse to the interests 
               of the Finance Parties under the Fin ance Documents. 
 
         (c)   Any Security Document fails or cease s to provide (other than by 
               reason of matters referred to in the  Legal Reservations) 
               effective Security over the assets i n respect of which Security 
               was intended to be created by that S ecurity Document in a manner 
               and to an extent which could reasona bly be expected to be 
               materially adverse to the interests of the Finance Parties under 
               the Finance Documents. 23.11 Repudia tion An Obligor repudiates a 
               Finance Document or evidences in wri ting an intention to 
               repudiate a Finance Document or any Transaction Security. 
 
23.12    CESSATION OF BUSINESS 
         An Obligor ceases, or threatens or propose s to cease, to carry on all 
         or a substantial part of its business, exc ept: 
 
         (a)   in consequence of any reorganisation , reconstruction or 
               amalgamation permitted under this Ag reement; or 
 
         (b)   as may result from any disposal of a ssets or wind-down of 
               business activities not otherwise pr ohibited by the terms of this  
               Agreement; or 
 
         (c)   as previously approved in writing by  the Majority Lenders. 
 
23.13    LITIGATION 
         Any litigation, arbitration, or administra tive or regulatory proceeding  
         is commenced by or against a member of the  Group which could reasonably  
         be expected to be adversely determined aga inst the relevant member of 
         the Group and, if so determined, could rea sonably be expected to have a  
         Material Adverse Effect. 
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23.14    AUDITOR'S QUALIFICATION 
         The auditors of the Parent qualify their r eport on the audited 
         consolidated accounts of the Parent in any  manner which is, in the 
         reasonable opinion of the Majority Lenders , materially adverse in the 
         context of the Finance Documents. 
 
23.15    ENVIRONMENTAL 
         (a)   Any material liability is imposed on  any of the Finance Parties 
               as a consequence of the Finance Part ies being party to the 
               Finance Documents, which liability r esults from any change or 
               change in the interpretation of any applicable Environmental Laws  
               (in each case, after the date of thi s Agreement). 
 
         (b)   Any change in applicable Environment al Laws results in the rights  
               of any person against a member of th e Group ranking ahead of the 
               rights of any Finance Party in a man ner which is materially 
               prejudicial to the interests of any Finance Party. 
 
         (c)   Any discovery or finding that an Ope rating Property or any part 
               thereof is or is likely to be, in su ch a condition in relation to  
               the Environment as would impose an a ctual or contingent liability  
               on a member of the Group which is: 
 
               (i)    not contemplated by the Envir onmental Report and which has  
                      or is reasonably likely to ha ve a Material Adverse Effect;  
                      or 
 
               (ii)   which, if it is contemplated by the Environmental Report, 
                      exceeds the amount so contemp lated to an extent which has 
                      or is reasonably likely to ha ve a Material Adverse Effect.  
 
23.16    MATERIAL ADVERSE CHANGE 
         At any time there occurs an event or circu mstance which, in the 
         reasonable opinion of the Majority Lenders , has, or is reasonably 
         likely to have, a Material Adverse Effect.  
 
23.17    ACCELERATION 
         On and at any time after the occurrence of  an Event of Default which is  
         continuing the Agent may, and shall if so directed by the Majority 
         Lenders, by notice to the Obligors' Agent:  
 
         (a)   cancel the Total Commitments whereup on they shall immediately be 
               cancelled; and/or 
 
         (b)   declare that all or part of the Loan s, together with accrued 
               interest, and all other amounts accr ued under the Finance 
               Documents be immediately due and pay able, whereupon they shall 
               become immediately due and payable; and/or 
 
         (c)   declare that all or part of the Loan s be payable on demand, 
               whereupon they shall immediately bec ome payable on demand by the 
               Agent on the instructions of the Maj ority Lenders; and/or 
 
         (d)   exercise, or direct the Security Age nt to exercise, any or all of  
               its rights, remedies, powers or disc retions under any of the 
               Finance Documents (PROVIDED THAT the  Agent is not obliged to 
               direct the Security Agent to take an y enforcement action in 
               relation to the Transaction Security  unless the Majority 
               Creditors have so directed the Agent ). 



 

Subject to this Clause 24, a Lender (the "EXISTING LENDER") may:  

(a) assign any of its rights; or  

(b) transfer by novation any of its rights and obligations,  

to another bank or financial institution (the "NEW LENDER").  

24.2 CONDITIONS OF ASSIGNMENT OR TRANSFER  
(a) The consent of the Parent is required for an assignment or transfer by a Lender, unless the assignment or transfer is to another Lender or an 
Affiliate of a Lender.  

(b) The consent of the Parent to an assignment or transfer must not be unreasonably withheld or delayed. The Parent will be deemed to have 
given its consent five Business Days after the Lender has requested it unless consent is expressly refused by the Parent within that time.  

(c) The consent of the Parent to an assignment or transfer must not be withheld solely because the assignment or transfer may result in an 
increase to the Mandatory Cost.  

(d) An assignment will only be effective on receipt by the Agent of written confirmation from the New Lender (in form and substance 
satisfactory to the Agent) that the New Lender will assume the same obligations to the other Finance Parties as it would have been under if it 
was an Original Lender.  

(e) A transfer will only be effective if the procedure set out in Clause 24.5 (Procedure for transfer) is complied with.  

(f) IF:  

(i) a Lender assigns or transfers any of its rights or obligations under the Finance Documents or changes its Facility Office; and  

(ii) as a result of circumstances existing at the date the assignment, transfer or change occurs, an Obligor would be obliged to make a payment 
to the New Lender or Lender acting through its new Facility Office under Clause 13 (Tax gross-up and indemnities) or Clause 14 (Increased 
costs),  

then the New Lender or Lender acting through its new Facility Office is only entitled to receive payment under those Clauses to the same 
extent as the Existing Lender or Lender acting through its previous Facility Office would have been if the assignment, transfer or change had 
not occurred.  
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                                    SECTION 9 
 
                               CHANGES TO PARTIES  
 
24.      CHANGES TO THE LENDERS 
 
24.1     ASSIGNMENTS AND TRANSFERS BY THE LENDERS  



 

(c) Nothing in any Finance Document obliges an Existing Lender to:  

(i) accept a re-transfer from a New Lender of any of the rights and obligations assigned or transferred under this Clause 24; or  

(ii) support any losses directly or indirectly incurred by the New Lender by reason of the non-performance by any Obligor of its obligations 
under the Finance Documents or otherwise.  

24.5 PROCEDURE FOR TRANSFER  
(a) Subject to the conditions set out in Clause 24.2 (Conditions of assignment or transfer) a transfer is effected in accordance with paragraph (b) 
below when the Agent executes an otherwise duly completed Transfer Certificate delivered to it by the Existing Lender and the New Lender. 
The Agent shall, as soon as reasonably practicable after receipt by it of a duly completed Transfer Certificate appearing on its face to comply 
with the terms of this Agreement and delivered in accordance with the terms of this Agreement, execute that Transfer Certificate.  
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24.3     ASSIGNMENT OR TRANSFER FEE 
         The New Lender shall, on the date upon whi ch an assignment or transfer 
         takes effect, pay to the Agent (for its ow n account) a fee of 
         (pound)1,000. 
 
24.4     LIMITATION OF RESPONSIBILITY OF EXISTING L ENDERS 
         (a)   Unless expressly agreed to the contr ary, an Existing Lender makes  
               no representation or warranty and as sumes no responsibility to a 
               New Lender for: 
 
               (i)    the legality, validity, effec tiveness, adequacy or 
                      enforceability of the Finance  Documents or any other 
                      documents; 
 
               (ii)   the financial condition of an y Obligor; 
 
               (iii)  the performance and observanc e by any Obligor of its 
                      obligations under the Finance  Documents or any other 
                      documents; or 
 
               (iv)   the accuracy of any statement s (whether written or oral) 
                      made in or in connection with  any Finance Document or any 
                      other document, 
 
               and any representations or warrantie s implied by law are 
               excluded. 
 
         (b)   Each New Lender confirms to the Exis ting Lender and the other 
               Finance Parties that it: 
 
               (i)    has made (and shall continue to make) its own independent 
                      investigation and assessment of the financial condition 
                      and affairs of each Obligor a nd its related entities in 
                      connection with its participa tion in this Agreement and 
                      has not relied exclusively on  any information provided to 
                      it by the Existing Lender in connection with any Finance 
                      Document; and 
 
               (ii)   will continue to make its own  independent appraisal of the  
                      creditworthiness of each Obli gor and its related entities 
                      whilst any amount is or may b e outstanding under the 
                      Finance Documents or any Comm itment is in force. 



(b) On the Transfer Date:  

(i) to the extent that in the Transfer Certificate the Existing Lender seeks to transfer by novation its rights and obligations under the Finance 
Documents each of the Obligors and the Existing Lender shall be released from further obligations towards one another under the Finance 
Documents and their respective rights against one another shall be cancelled (being the "DISCHARGED RIGHTS AND OBLIGATIONS");  

(ii) each of the Obligors and the New Lender shall assume obligations towards one another and/or acquire rights against one another which 
differ from the Discharged Rights and Obligations only insofar as that Obligor and the New Lender have assumed and/or acquired the same in 
place of that Obligor and the Existing Lender;  

(iii) the Agent, the Security Agent, the Arranger, the New Lender and other Lenders shall acquire the same rights and assume the same 
obligations between themselves as they would have acquired and assumed had the New Lender been an Original Lender with the rights and/or 
obligations acquired or assumed by it as a result of the transfer and to that extent the Agent, the Security Agent, the Arranger and the Existing 
Lender shall each be released from further obligations to each other under this Agreement; and  

(iv) the New Lender shall become a Party as a "Lender".  
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24.6     DISCLOSURE OF INFORMATION 
         Any Lender may disclose to any of its Affi liates and any other person: 
 
         (a)   to (or through) whom that Lender ass igns or transfers (or may 
               potentially assign or transfer) all or any of its rights and 
               obligations under this Agreement; 
 
         (b)   with (or through) whom that Lender e nters into (or may 
               potentially enter into) any sub-part icipation in relation to, or 
               any other transaction under which pa yments are to be made by 
               reference to, this Agreement or any Obligor; or 
 
         (c)   to whom, and to the extent that, inf ormation is required to be 
               disclosed by any applicable law or r egulation, 
 
         any information about any Obligor, the Gro up and the Finance Documents 
         as that Lender shall consider appropriate if, in relation to paragraphs  
         (a) and (b) above, the person to whom the information is to be given 
         has entered into a Confidentiality Underta king. 
 
24.7     CONFIDENTIALITY 
         Each Finance Party undertakes with each Ob ligor to keep confidential 
         and not to disclose to anyone any informat ion (including projections) 
         relating to the Group, any member of the G roup, the Identified Target, 
         or any Finance Document, in whatever form,  except: 
 
         (a)   for any information lawfully obtaine d from any other source, or 
               that is or becomes public knowledge,  other than as a direct or 
               indirect result of any breach of any  obligation of 
               confidentiality; or 



(b) as permitted by Clause 24.6 (Disclosure of Information) or by a Confidentiality Undertaking envisaged by that Clause; or  

(c) to any of its officers, directors, employees and professional advisers; or  

(d) so long as any Security constituted by the Security Documents remains subsisting or any amounts remain outstanding under any Finance 
Document, to any Finance Party; or  

(e) as required by the provisions of any Finance Document.  

25.      CHANGES TO THE OBLIGORS 
 
25.1     ASSIGNMENT AND TRANSFERS BY OBLIGORS 
         No Obligor may assign any of its rights or  transfer any of its rights 
         or obligations under the Finance Documents . 
 
25.2     ADDITIONAL BORROWERS 
         (a)   The Parent may request that any of i ts wholly owned Subsidiaries 
               becomes an Additional Borrower. That  Subsidiary shall become an 
               Additional Borrower if: 
 
               (i)    that Subsidiary is a limited liability company 
                      incorporated in England and W ales or all the Lenders 
                      approve the addition of that Subsidiary; 
 
               (ii)   the Obligors' Agent delivers to the Agent a duly completed  
                      and executed Accession Letter ; 
 
               (iii)  the Obligors' Agent confirms that no Default is continuing  
                      or would occur as a result of  that Subsidiary becoming an 
                      Additional Borrower; and 
 
               (iv)   the Agent has received all of  the documents and other 
                      evidence listed in Part II of  Schedule 2 (Conditions 
                      Precedent) in relation to tha t Additional Borrower, each 
                      in form and substance satisfa ctory to the Agent. 
 
         (b)   The Agent shall notify the Obligors'  Agent and the Lenders 
               promptly upon being satisfied that i t has received (in form and 
               substance satisfactory to it) all th e documents and other 
               evidence listed in Part II of Schedu le 2 (Conditions Precedent). 
 
25.3     RESIGNATION OF A BORROWER 
         (a)   The Parent may request that a Borrow er ceases to be a Borrower by  
               delivering to the Agent a Resignatio n Letter. 
 
         (b)   The Agent shall accept a Resignation  Letter and notify the Parent  
               and the Lenders of its acceptance if : 
 
               (i)    no Default is continuing or w ould result from the 
                      acceptance of the Resignation  Letter (and the Parent has 
                      confirmed this is the case); and 
 
               (ii)   the Borrower is under no actu al or contingent obligations 
                      as a Borrower under any Finan ce Documents, 
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                      whereupon that company shall cease to be a Borrower and 
                      shall have no further rights or obligations under the 
                      Finance Documents. 
 
25.4     ADDITIONAL GUARANTORS 
         (a)   The Parent may request that any of i ts Subsidiaries become an 
               Additional Guarantor. That Subsidiar y shall become an Additional 
               Guarantor if: 
 
               (i)    the Parent delivers to the Ag ent a duly completed and 
                      executed Accession Letter; an d 
 
               (ii)   the Agent has received all of  the documents and other 
                      evidence listed in Part II of  Schedule 2 (Conditions 
                      Precedent) in relation to tha t Additional Guarantor, each 
                      in form and substance satisfa ctory to the Agent. 
 
         (b)   The Agent shall notify the Parent an d the Lenders promptly upon 
               being satisfied that it has received  (in form and substance 
               satisfactory to it) all the document s and other evidence listed 
               in Part II of Schedule 2 (Conditions  Precedent). 
 
25.5     REPETITION OF REPRESENTATIONS 
         Delivery of an Accession Letter constitute s confirmation by the 
         relevant Subsidiary that the Repeating Rep resentations are true and 
         correct in relation to it as at the date o f delivery as if made by 
         reference to the facts and circumstances t hen existing. 
 
25.6     RESIGNATION OF A GUARANTOR 
         (a)   The Parent may request that a Guaran tor (other than the Parent or  
               AOC) ceases to be a Guarantor by del ivering to the Agent a 
               Resignation Letter. 
 
         (b)   The Agent shall accept a Resignation  Letter and notify the Parent  
               and the Lenders of its acceptance if : 
 
               (i)    no Default is continuing or w ould result from the 
                      acceptance of the Resignation  Letter (and the Parent has 
                      confirmed this is the case); 
 
               (ii)   all the Lenders have consente d to the Parent's request; 
                      and 
 
               (iii)  the provisions of paragraph ( b) of Clause 22.24 
                      (Guarantors) would be complie d with immediately after the 
                      acceptance of the Resignation  Letter (and the Parent has 
                      confirmed this is the case to gether with supporting 
                      confirmation from its auditor s). 



SECTION 10  

THE FINANCE PARTIES  

26. ROLE OF THE AGENT, SECURITY AGENT AND THE ARRANGER  

26.1 APPOINTMENT OF THE AGENT  
(a) Each of the Arranger and the Lenders appoints the Agent to act as its agent under and in connection with the Finance Documents.  

(b) Each of the Arranger and the Lenders authorises the Agent to exercise the rights, powers, authorities and discretions specifically given to 
the Agent under or in connection with the Finance Documents together with any other incidental rights, powers, authorities and discretions.  

26.2 DUTIES OF THE AGENT AND SECURITY AGENT  
(a) The Agent and the Security Agent shall promptly forward to a Party the original or a copy of any document which is delivered to it in its 
capacity as Agent or Security Agent for that Party by any other Party.  

(b) If the Agent or the Security Agent receives notice from a Party referring to this Agreement, describing a Default and stating that the 
circumstance described is a Default, it shall promptly notify the Lenders.  

(c) The Agent shall promptly notify the Lenders of any Default arising under Clause 23.1 (Non-payment).  

(d) The Agent's duties under the Finance Documents are solely mechanical and administrative in nature.  
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26.3    ROLE OF THE ARRANGER 
         Except as specifically provided in the Fin ance Documents, the Arranger 
         has no obligations of any kind to any othe r Party under or in 
         connection with any Finance Document. 
 
26.4     NO FIDUCIARY DUTIES 
 
         (a)   Nothing in this Agreement constitute s the Agent or the Arranger 
               as a trustee or fiduciary of any oth er person. 
 
         (b)   Neither the Agent nor the Arranger n or the Security Agent shall 
               be bound to account to any Lender fo r any sum or the profit 
               element of any sum received by it fo r its own account. 
 
         (c)   The Security Agent shall not have or  be deemed to have any duty, 
               obligation or responsibility to, or a relationship of trust or 
               agency with any Obligor. 
 
26.5     CERTAIN SECURITY HELD ON TRUST 
         (a)   The Security Agent declares that it shall hold the Transaction 
               Security on trust for the Finance Pa rties on the terms contained 
               in this Agreement. 
 
         (b)   Each of the Parties agrees that the Security Agent shall have 
               only those duties, obligations and r esponsibilities expressly 
               specified in the Finance Documents t o which it is a party (and no  
               others shall be implied). 



(c) The Finance Parties shall not have any independent power to enforce, or have recourse to, any of the Transaction Security or to exercise any 
rights or powers pursuant to the Security Documents except through the Security Agent.  

(d) The rights, powers and discretions conferred upon the Security  

 

(a) The Agent and Security Agent may rely on:  

(i) any representation, notice or document believed by it to be genuine, correct and appropriately authorised; and  

(ii) any statement made by a director, authorised signatory or employee of any person regarding any matters which may reasonably be assumed 
to be within his knowledge or within his power to verify.  

(b) The Agent and the Security Agent may assume (unless it has received notice to the contrary in its capacity as agent for the Lenders or, as 
trustee or security agent for the Finance Parties) that:  

(i) no Default has occurred (unless, in the case of the Agent, it has actual knowledge of a Default arising under Clause  
23.1 (Non-payment));  

(ii) any right, power, authority or discretion vested in any Party or the Majority Lenders has not been exercised; and  

(iii) any notice or request made by the Obligors' Agent (including, without limitation, any Utilisation Request or Selection Notice) is made on 
behalf of and with the consent and knowledge of all the Obligors.  

(c) The Agent and the Security Agent may engage, pay for and rely on the advice or services of any lawyers, accountants, surveyors or other 
experts.  

(d) The Agent and the Security Agent may act in relation to the Finance Documents through its personnel and agents.  

26.8 MAJORITY LENDERS' INSTRUCTIONS  
(a) Unless a contrary indication appears in a Finance Document, the Agent and Security Agent shall (a) act in accordance with any instructions 
given to it by the Majority Lenders (or, if so instructed by the Majority Lenders, refrain from acting or exercising any right, power, authority or 
discretion vested in it as Agent or as Security Agent) and (b) not be liable for any act (or omission) if it acts (or refrains from taking any action) 
in accordance with such an instruction of the Majority Lenders.  
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               Agent by this Agreement shall be sup plemental to the Trustee Act  
               1925 and in addition to any which ma y be vested in the Security 
               Agent by general law or otherwise. 
 
26.6     BUSINESS WITH THE GROUP 
         The Agent and the Arranger may accept depo sits from, lend money to and  
         generally engage in any kind of banking or  other business with any 
         member of the Group. 
 
26.7     RIGHTS AND DISCRETIONS OF THE AGENT AND SE CURITY AGENT 



(b) Unless a contrary indication appears in a Finance Document, any instructions given by the Majority Lenders will be binding on all the 
Lenders and the Arranger.  

(c) The Agent and the Security Agent may refrain from acting in accordance with the instructions of the Majority Lenders (or, if appropriate, 
the Lenders or, if appropriate, the Majority Creditors) (including any instruction to begin any legal actions or proceedings arising out of or in 
connection with the Finance Documents) until it has received such security as it may require for any cost, loss or liability (together with any 
associated VAT) which it may incur in complying with the instructions.  

(d) In the absence of instructions from the Majority Lenders, (or, if appropriate, the Lenders or, if appropriate, the Majority Creditors) the 
Agent may act (or refrain from taking action) as it considers to be in the best interest of the Lenders.  

(e) The Agent is not authorised to act on behalf of a Lender (without first obtaining that Lender's consent) in any legal or arbitration 
proceedings relating to any Finance Document.  

(f) The Security Agent shall be entitled to request instructions, or clarification of any direction, from the Majority Lenders (or, if appropriate, 
the Lenders or, if appropriate, the Majority Creditors) as to whether, and in what manner, it should exercise or refrain from exercising any 
rights, powers and discretions and the Security Agent may refrain from acting unless and until those instructions or clarification are received by 
it.  

(g) The Security Agent may, in the absence of any instructions to the contrary, take such action in the exercise of any of its duties under the 
Finance Documents which in its absolute discretion it considers to be for the protection and benefit of all of the Finance Parties.  

(h) The Security Agent may, and shall if so directed by the Agent at  

               any time after receipt by the Securi ty Agent of notice pursuant 
               to Clause 23.17 (Acceleration), enfo rce the Transaction Security 
               in accordance with the terms of the Security Documents. The 
               Security Agent may take such action as in its sole discretion it 
               thinks fit to enforce the Transactio n Security. 
 
26.9     RESPONSIBILITY FOR DOCUMENTATION 
         Neither the Agent nor the Arranger nor the  Security Agent: 
 
         (a)   is responsible for the adequacy, acc uracy and/or completeness of 
               any information (whether oral or wri tten) supplied by the Agent, 
               the Arranger, the Security Agent, an  Obligor or any other person 
               given in or in connection with any F inance Document or the 
               Information Memorandum; or 
 
         (b)   is responsible for the legality, val idity, effectiveness, 
               adequacy or enforceability of any Fi nance Document, the 
               Transaction Security or any other ag reement, arrangement or 
               document entered into, made or execu ted in anticipation of or in 
               connection with any Finance Document  or the Transaction Security.  
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(e) The Security Agent shall not be liable for any failure to:  

(i) require the deposit with it of any deed or document certifying, representing or constituting the title of any Obligor to any of the Charged 
Property;  

(ii) obtain any licence, consent or other authority for the execution, delivery, legality, validity, enforceability or admissibility in evidence of any 
of the Finance Documents or the Transaction Security;  

(iii) register, file or record or otherwise protect any of the Security (or the priority of any of the Transaction Security) under any applicable laws 
in any jurisdiction or to give notice to any person of the execution of any of the Finance Documents or of the Transaction Security;  

(iv) take, or to require any of the Obligors to take, any steps to perfect its title to any of the Charged Property or to render the Transaction 
Security effective or to secure the creation of any ancillary Security under the laws of any jurisdiction; or  

(v) require any further assurances in relation to any of the  

26.10    EXCLUSION OF LIABILITY 
 
         (a)   Without limiting paragraph (b) below , neither the Agent nor the 
               Security Agent will be liable for an y action taken by it under or  
               in connection with any Finance Docum ent or the Transaction 
               Security, unless directly caused by its gross negligence or 
               wilful misconduct. 
 
         (b)   No Party may take any proceedings ag ainst any officer, employee 
               or agent of the Agent or Security Ag ent in respect of any claim 
               it might have against the Agent or S ecurity Agent or in respect 
               of any act or omission of any kind b y that officer, employee or 
               agent in relation to any Finance Doc ument or the Transaction 
               Security and any officer, employee o r agent of the Agent may rely  
               on this Clause. Any third party refe rred to in this paragraph (b)  
               may enjoy the benefit of and enforce  the terms of this paragraph 
               in accordance with the provisions of  the Contracts (Rights of 
               Third Parties) Act 1999. 
 
         (c)   The Agent will not be liable for any  delay (or any related 
               consequences) in crediting an accoun t with an amount required 
               under the Finance Documents to be pa id by the Agent if the Agent 
               has taken all necessary steps as soo n as reasonably practicable 
               to comply with the regulations or op erating procedures of any 
               recognised clearing or settlement sy stem used by the Agent for 
               that purpose. 
 
         (d)   The Security Agent shall not be liab le for any shortfall which 
               arises on the enforcement of any of the Transaction Security. 

                      Security Documents. 
 
26.11    LENDERS' INDEMNITY TO THE AGENT/SECURITY A GENT 
         Each Lender shall (in proportion to its sh are of the Total Commitments 
         or, if the Total Commitments are then zero , to its share of the Total 
         Commitments immediately prior to their red uction to zero) indemnify the  
         Agent or the 
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         Security Agent (as the case may be), withi n three Business Days of 
         demand, against any cost, loss or liabilit y incurred by the Agent or 
         the Security Agent (as the case may be) (o therwise than by reason of 
         the Agent's (or, as the case may be, the S ecurity Agent's) gross 
         negligence or wilful misconduct) in acting  as Agent or Security Agent 
         under the Finance Documents (unless the Ag ent or Security Agent has 
         been reimbursed by an Obligor pursuant to a Finance Document). In this 
         Clause 26.11 Total Commitments shall inclu de the Bilateral Commitments.  
 
26.12    RESIGNATION OF THE AGENT/SECURITY AGENT 
         (a)   The Agent may resign and appoint one  of its Affiliates acting 
               through an office in the United King dom as successor by giving 
               notice to the Lenders and the Parent . 
 
         (b)   Each of the Agent and the Security A gent may resign by giving 
               notice to the Lenders and the Obligo rs' Agent, in which case the 
               Majority Lenders (after consultation  with the Parent) may appoint  
               a successor Agent or Security Agent (as the case may be). 
 
         (c)   If the Majority Lenders have not app ointed a successor Agent or 
               Security Agent (as the case may be) in accordance with paragraph 
               (b) above within 30 days after notic e of resignation was given, 
               the Agent (after consultation with t he Obligors' Agent) may 
               appoint a successor Agent or Securit y Agent (as the case may be) 
               (acting through an office in the Uni ted Kingdom). 
 
         (d)   The retiring Agent or retiring Secur ity Agent (as the case may 
               be) shall, at its own cost, make ava ilable to the successor Agent  
               or Security Agent (as the case may b e) such documents and records  
               and provide such assistance as the s uccessor Agent or Security 
               Agent (as the case may be) may reaso nably request for the 
               purposes of performing its functions  as Agent or Security Agent 
               (as the case may be) under the Finan ce Documents. 
 
         (e)   The Agent's or the Security Agent's resignation notice shall only  
               take effect upon the appointment of a successor. 
 
         (f)   Upon the appointment of a successor,  the retiring Agent or 
               Security Agent (as the case may be) shall be discharged from any 
               further obligation as Agent or Secur ity Agent (as the case may 
               be) in respect of the Finance Docume nts but shall remain entitled  
               to the benefit of this Clause 26. It s successor and each of the 
               other Parties shall have the same ri ghts and obligations amongst 
               themselves as they would have had if  such successor had been an 
               original Party. 
 
         (g)   After consultation with the Obligors ' Agent, the Majority Lenders  
               may, by notice to the Agent or Secur ity Agent (as applicable), 
               require it to resign in accordance w ith paragraph (b) above. In 
               this event, the Agent or Security Ag ent (as applicable) shall 
               resign in accordance with paragraph (b) above. 
 
26.13    CONFIDENTIALITY 
         (a)   In acting as agent or trustee for th e Finance Parties, the Agent 
               shall be regarded as acting through its agency division and the 
               Security Agent shall be regarded as acting through its trustee 
               division (if separate from its agenc y division) each of which 
               shall be treated as a separate entit y from any other of its 
               divisions or departments. 



(b) If information is received by another division or department of the Agent or Security Agent, it may be treated as confidential to that division 
or department and the Agent or (as the case may be) the Security Agent shall not be deemed to have notice of it.  

(c) Notwithstanding any other provision of any Finance Document to the contrary, neither the Agent, the Security Agent nor the Arranger are 
obliged to disclose to any other person (i) any confidential information or (ii) any other information if the disclosure would or might in its 
reasonable opinion constitute a breach of any law or a breach of a fiduciary duty.  

26.14 RELATIONSHIP WITH THE LENDERS AND BILATERAL BANKS  
(a) The Agent and Security Agent may treat each Lender as a Lender, entitled to payments under this Agreement and acting through its Facility 
Office unless it has received not less than five Business Days prior notice from that Lender to the contrary in accordance with the terms of this 
Agreement.  

(b) Each Lender shall supply the Agent with any information required by the Agent in order to calculate the Mandatory Cost in accordance 
with Schedule 4 (Mandatory Cost Formulae).  

(c) The Agent and Security Agent may treat each Bilateral Bank as a  

               Bilateral Bank entitled to payments in respect of the relevant 
               Bilateral Facility unless it has (in  its capacity as Agent or 
               Security Agent) received notice in w riting to the contrary from 
               that Bilateral Bank. 
 
26.15    CREDIT APPRAISAL BY THE LENDERS 
         Without affecting the responsibility of an y Obligor for information 
         supplied by it or on its behalf in connect ion with any Finance 
         Document, each Lender confirms to the Agen t, the Security Agent and the  
         Arranger that it has been, and will contin ue to be, solely responsible 
         for making its own independent appraisal a nd investigation of all risks  
         arising under or in connection with any Fi nance Document including but 
         not limited to: 
 
         (a)   the financial condition, status and nature of each member of the 
               Group; 
 
         (b)   the legality, validity, effectivenes s, adequacy or enforceability  
               of any Finance Document, any Transac tional Security and any other  
               agreement, arrangement or document e ntered into, made or executed  
               in anticipation of, under or in conn ection with any Finance 
               Document or any Transactional Securi ty; 
 
         (c)   whether that Lender has recourse, an d the nature and extent of 
               that recourse, against any Party or any of its respective assets 
               under or in connection with any Fina nce Document, the 
               transactions contemplated by the Fin ance Documents or any other 
               agreement, arrangement or document e ntered into, made or executed  
               in anticipation of, under or in conn ection with any Finance 
               Document; 
 
         (d)   the adequacy, accuracy and/or comple teness of the Information 
               Memorandum and any other information  provided by the Agent, any 
               Party or by any other person under o r in connection with any 
               Finance Document, the transactions c ontemplated by the Finance 
               Documents or any other agreement, ar rangement or document entered  
               into, 
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               made or executed in anticipation of,  under or in connection with 
               any Finance Document; and 
 
         (e)   the right or title of any person in or to, or the value or 
               sufficiency of any part of, the Char ged Property, the priority of  
               any Transactional Security or the ex istence of any Security 
               affecting the Charged Property. 
 
26.16    REFERENCE BANKS 
         If a Reference Bank (or, if a Reference Ba nk is not a Lender, the 
         Lender of which it is an Affiliate) ceases  to be a Lender, the Agent 
         shall (in consultation with the Parent) ap point another Lender or an 
         Affiliate of a Lender to replace that Refe rence Bank. 
 
26.17    INSURANCE BY SECURITY AGENT 
         The Security Agent shall not be under any obligation to insure any of 
         the Charged Property, to require any other  person to maintain any 
         insurance or to verify any obligation to a rrange or maintain insurance 
         contained in the Finance Documents. The Se curity Agent shall not be 
         responsible for any loss which may be suff ered by any person as a 
         result of the lack of or inadequacy of any  such insurance. Where the 
         Security Agent is named on any insurance p olicy as an insured party, it  
         shall not be responsible for any loss whic h may be suffered by reason 
         of, directly or indirectly, its failure to  notify the insurers of any 
         material fact relating to the risk assumed  by such insurers or any 
         other information of any kind, unless any Finance Party shall have 
         requested it to do so in writing and the S ecurity Agent shall have 
         failed to do so within fourteen days after  receipt of that request. 
 
26.18    MANNER OF ENFORCEMENT SECURITY 
         Each of the Obligors waives, to the extent  permitted under applicable 
         law, all rights it may otherwise have to r equire that the Transaction 
         Security be enforced in any particular ord er or manner or at any 
         particular time or that any sum received o r recovered from any person, 
         or by virtue of the enforcement of any Tra nsaction Security or any 
         other Security, which is capable of being applied in or towards 
         discharge of any of the Secured Obligation s is so applied. 
 
26.19    WINDING-UP OF TRUST AND PERPETUITY PERIOD 
         If the Security Agent, with the approval o f the Majority Lenders, 
         determines that (a) all of the Secured Obl igations and all other 
         obligations secured by any of the Security  Documents, have been fully 
         and finally discharged and (b) none of the  Finance Parties is under any  
         commitment, obligation or liability (wheth er actual or contingent) to 
         make Loans or provide other financial acco mmodation to any Obligor 
         pursuant to the Finance Documents, the tru sts set out in this Agreement  
         shall be wound up. At that time the Securi ty Agent shall release, 
         without recourse or warranty, all of the T ransaction Security then held  
         by it and the rights of the Security Agent  under each of the Security 
         Documents, at which time each of the Secur ity Agent, the Agent, the 
         Finance Parties and the Obligors shall be released from its obligations  
         in respect of these trusts and the Transac tion Security (save for those  
         which arose prior to such winding-up). The  perpetuity period under the 
         rule against perpetuities, if applicable t o this Agreement, shall be 
         the period of eighty years from the date o f this Agreement. 
 
26.20    OTHER PROVISIONS RELATING TO SECURITY AGEN T 
         (a)   The Security Agent shall be entitled  to carry out all dealings 
               with the Lenders through the Agent, to give to the Agent any 
               notice or other communication requir ed to be 
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               given by the Security Agent to the L enders and to rely on a 
               certificate from the Agent as to the  amount owed to any of the 
               Finance Parties or by any Obligor. 
 
         (b)   The Security Agent may place (at the  cost of the Obligors) any of  
               the Finance Documents and any other documents relating to the 
               Transaction Security in any safe cus tody selected by the Security  
               Agent or with any financial institut ion, any company whose 
               business includes the safe custody o f documents or any firm of 
               lawyers of good repute and the Secur ity Agent shall not be 
               responsible for, or be required to i nsure against, any loss 
               incurred in connection with that dep osit. 
 
         (c)   The Security Agent may accept withou t enquiry, and shall not be 
               obliged to investigate, such right a nd title as each of the 
               Obligors may have to any of the Char ged Property and shall not be  
               liable for or bound to require any O bligor to remedy any defect 
               in its right or title. 
 
         (d)   The Security Agent may refrain from doing anything which in its 
               opinion will or may be contrary to a ny relevant law, directive or  
               regulation of any jurisdiction which  would or might otherwise 
               render it liable to any person, and the Security Agent may do 
               anything which is, in its opinion, n ecessary to comply with any 
               such law, directive or regulation. 
 
26.21    DELEGATION AND ADDITIONAL TRUSTEES 
         (a)   The Security Agent may at any time d elegate by power of attorney 
               or otherwise to any person for any p eriod, all or any of the 
               rights, powers and discretions veste d in it by any of the Finance  
               Documents and such delegation may be  made upon such terms and 
               conditions (including the power to s ub-delegate) and subject to 
               such restrictions as the Security Ag ent may think fit in the 
               interest of the Finance Parties and it shall not be bound to 
               supervise, or be in any way responsi ble for any loss incurred by 
               reason of any misconduct or default on the part of any such 
               delegate or sub-delegate; and 
 
         (b)   The Security Agent may at any time a ppoint (and subsequently 
               remove) any person to act as a separ ate trustee or as a 
               co-trustee jointly with it (a) if it  considers such appointment 
               to be in the interests of the Financ e Parties or (b) for the 
               purposes of conforming to any legal requirements, restrictions or  
               conditions which the Security Agent deems to be relevant or (c) 
               for obtaining or enforcing any judge ment in any jurisdiction, and  
               the Security Agent shall give prior notice to the Obligors' Agent  
               and the Agent of any such appointmen t. Any person so appointed 
               (subject to the terms of this Agreem ent) shall have such rights, 
               powers and discretions (not exceedin g those conferred on the 
               Security Agent by this Agreement) an d such duties and obligations  
               as are conferred or imposed by the i nstrument of appointment. The  
               remuneration the Security Agent may pay to any such person, and 
               any costs and expenses incurred by s uch person in performing its 
               functions pursuant to that appointme nt shall, for the purposes of  
               this Agreement, be treated as costs and expenses incurred by the 
               Security Agent. 
 
25.22    RELIANCE AND ENGAGEMENT LETTERS 
         Each Finance Party confirms that each of t he Agent and the Security 
         Agent has authority to accept on its behal f the terms of any Reliance 
         Letter or engagement letters relating to 
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         the Reports or any reports or letters prov ided by accountants in 
         connection with the Finance Documents or t he transactions contemplated 
         therein and to bind it in respect of such Reports, reports or letters 
         and to sign such letters on its behalf and  further confirms that it 
         accepts the terms and qualifications set o ut in such letters. 
 
27.      CONDUCT OF BUSINESS BY THE FINANCE PARTIES  
 
         No provision of this Agreement will: 
 
         (a)   interfere with the right of any Fina nce Party to arrange its 
               affairs (tax or otherwise) in whatev er manner it thinks fit; 
 
         (b)   oblige any Finance Party to investig ate or claim any credit, 
               relief, remission or repayment avail able to it or the extent, 
               order and manner of any claim; or 
 
         (c)   oblige any Finance Party to disclose  any information relating to 
               its affairs (tax or otherwise) or an y computations in respect of 
               Tax. 
 
28.      SHARING AMONG THE LENDERS 
 
28.1     PAYMENTS TO LENDERS 
         If a Lender (a "Recovering Lender") receiv es or recovers any amount 
         from an Obligor other than in accordance w ith Clause 29 (Payment 
         mechanics) and applies that amount to a pa yment due under the Finance 
         Documents then: 
 
         (a)   the Recovering Lender shall, within three Business Days, notify 
               details of the receipt or recovery, to the Agent; 
 
         (b)   the Agent shall determine whether th e receipt or recovery is in 
               excess of the amount the Recovering Lender would have been paid 
               had the receipt or recovery been rec eived or made by the Agent 
               and distributed in accordance with C lause 29 (Payment mechanics),  
               without taking account of any Tax wh ich would be imposed on the 
               Agent in relation to the receipt, re covery or distribution; and 
 
         (c)   the Recovering Lender shall, within three Business Days of demand  
               by the Agent, pay to the Agent an am ount (the "Sharing Payment") 
               equal to such receipt or recovery le ss any amount which the Agent  
               determines may be retained by the Re covering Lender as its share 
               of any payment to be made, in accord ance with Clause 29.5 
               (Partial payments). 
 
28.2     REDISTRIBUTION OF PAYMENTS 
         The Agent shall treat the Sharing Payment as if it had been paid by the  
         relevant Obligor and distribute it between  the Finance Parties (other 
         than the Recovering Lender) in accordance with Clause 29.5 (Partial 
         payments). 
 
28.3     RECOVERING LENDER'S RIGHTS 
         (a)   On a distribution by the Agent under  Clause 28.2 (Redistribution 
               of payments), the Recovering Lender will be subrogated to the 
               rights of the Finance Parties which have shared in the 
               redistribution. 



(b) If and to the extent that the Recovering Lender is not able to  
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               rely on its rights under paragraph ( a) above, the relevant 
               Obligor shall be liable to the Recov ering Lender for a debt equal  
               to the Sharing Payment which is imme diately due and payable. 
 
28.4     REVERSAL OF REDISTRIBUTION 
         If any part of the Sharing Payment receive d or recovered by a 
         Recovering Lender becomes repayable and is  repaid by that Recovering 
         Lender, then: 
 
         (a)   each Lender which has received a sha re of the relevant Sharing 
               Payment pursuant to Clause 28.2 (Red istribution of payments) 
               shall, upon request of the Agent, pa y to the Agent for account of  
               that Recovering Lender an amount equ al to its share of the 
               Sharing Payment (together with an am ount as is necessary to 
               reimburse that Recovering Lender for  its proportion of any 
               interest on the Sharing Payment whic h that Recovering Lender is 
               required to pay); and 
 
         (b)   that Recovering Lender's rights of s ubrogation in respect of any 
               reimbursement shall be cancelled and  the relevant Obligor will be  
               liable to the reimbursing Lender for  the amount so reimbursed. 
 
28.5     EXCEPTIONS 
         (a)   This Clause 28 shall not apply to th e extent that the Recovering 
               Lender would not, after making any p ayment pursuant to this 
               Clause, have a valid and enforceable  claim against the relevant 
               Obligor. 
 
         (b)   A Recovering Lender is not obliged t o share with any other Lender  
               any amount which the Recovering Lend er has received or recovered 
               as a result of taking legal or arbit ration proceedings, if: 
 
               (i)    it notified the other Lenders  of the legal or arbitration 
                      proceedings; and 
 
               (ii)   the other Lender had an oppor tunity to participate in 
                      those legal or arbitration pr oceedings but did not do so 
                      as soon as reasonably practic able having received notice 
                      or did not take separate lega l or arbitration proceedings.  
 
         (c)   This Clause 28 shall not apply to th e extent that the Recovering 
               Lender is a Bilateral Bank or a Hedg ing Bank and the amounts 
               recovered are amounts which are owin g under a Bilateral Facility 
               or, as the case may be, a Hedging Ag reement and are received at a  
               time when no notice has been served by the Agent under Clause 
               23.17 (Acceleration). 



SECTION 11  

ADMINISTRATION  

29. PAYMENT MECHANICS  

29.1 PAYMENTS TO THE AGENT  

(a) On each date on which an Obligor or a Lender is required to make a payment under a Finance Document, that Obligor or Lender shall make 
the same available to the Agent (unless a contrary indication appears in a Finance Document) for value on the due date at the time and in such 
funds specified by the Agent as being customary at the time for settlement of transactions in the relevant currency in the place of payment.  

(b) Payment shall be made to such account in the principal financial  

               centre of the country of that curren cy (or, in relation to euro, 
               in a principal financial centre in a  Participating Member State 
               or London) with such bank as the Age nt specifies. 
 
29.2     DISTRIBUTIONS BY THE AGENT 
         Each payment received by the Agent under t he Finance Documents for 
         another Party shall, subject to Clause 29. 3 (Distributions to an 
         Obligor) and Clause 29.4 (Clawback) be mad e available by the Agent as 
         soon as practicable after receipt to the P arty entitled to receive 
         payment in accordance with this Agreement (in the case of a Lender, for  
         the account of its Facility Office), to su ch account as that Party may 
         notify to the Agent by not less than five Business Days' notice with a 
         bank in the principal financial centre of the country of that currency 
         (or, in relation to euro, in the principal  financial centre of a 
         Participating Member State or London). 
 
29.3     DISTRIBUTIONS TO AN OBLIGOR 
         The Agent may (with the consent of the Obl igor or in accordance with 
         Clause 30 (Set-off)) apply any amount rece ived by it for that Obligor 
         in or towards payment (on the date and in the currency and funds of 
         receipt) of any amount due from that Oblig or under the Finance 
         Documents or in or towards purchase of any  amount of any currency to be  
         so applied. 
 
29.4     CLAWBACK 
         (a)   Where a sum is to be paid to the Age nt under the Finance 
               Documents for another Party, the Age nt is not obliged to pay that  
               sum to that other Party (or to enter  into or perform any related 
               exchange contract) until it has been  able to establish to its 
               satisfaction that it has actually re ceived that sum. 
 
         (b)   If the Agent pays an amount to anoth er Party and it proves to be 
               the case that the Agent had not actu ally received that amount, 
               then the Party to whom that amount ( or the proceeds of any 
               related exchange contract) was paid by the Agent shall on demand 
               refund the same to the Agent togethe r with interest on that 
               amount from the date of payment to t he date of receipt by the 
               Agent, calculated by the Agent to re flect its cost of funds. 
 
29.5     PARTIAL PAYMENTS 
         (a)   Save in the circumstances described in paragraph (c) below, if 
               the Agent receives a payment that is  insufficient to discharge 
               all the amounts then due and payable  by an 
 
                                     -107- 



               Obligor under the Finance Documents,  the Agent shall apply that 
               payment towards the obligations of t hat Obligor under the Finance  
               Documents in the following order: 
 
               (i)    FIRST, in or towards payment pro rata of any unpaid fees, 
                      costs and expenses of the Age nt, the Security Agent and 
                      the Arranger under the Financ e Documents; 
 
               (ii)   SECONDLY, in or towards payme nt pro rata of any accrued 
                      interest or commission due bu t unpaid under this 
                      Agreement; 
 
               (iii)  THIRDLY, in or towards paymen t pro rata of any principal 
                      due but unpaid under this Agr eement; and 
 
               (iv)   FOURTHLY, in or towards payme nt pro rata of any other sum 
                      due but unpaid under the Fina nce Documents. 
 
         (b)   The Agent shall, if so directed by t he Majority Lenders, vary the  
               order set out in paragraphs (a)(ii) to (iv) above. 
 
         (c)   If after the service of a notice by the Agent under Clause 23.17 
               (Acceleration) or pursuant to the pr ovisions of Clause 29.10 
               (Application of Proceeds by Security  Agent) the Agent receives a 
               payment that is insufficient to disc harge all the amounts then 
               due and payable by an Obligor under the Finance Documents, the 
               Agent shall apply that payment towar ds the obligations of that 
               Obligor under the Finance Documents in the following order: 
 
               (i)    FIRST, in or towards payment pro rata of any unpaid fees, 
                      costs and expenses of the Age nt, the Security Agent and 
                      the Arranger under the Financ e Documents; 
 
               (ii)   SECONDLY, in or towards payme nt pro rata of any accrued 
                      interest or commission due bu t unpaid under the Finance 
                      Documents; 
 
               (iii)  THIRDLY, in or towards paymen t pro rata of any principal 
                      due but unpaid under the Fina nce Documents (including 
                      without limitation provisions  of cash cover in respect of 
                      contingent liabilities and pa yments due under the 
                      Bilateral Facilities and Hedg ing Agreements); and 
 
               (iv)   FOURTHLY, in or towards payme nt pro rata of any other sum 
                      due but unpaid under the Fina nce Documents. 
 
         (d)   The Agent shall, if so directed by t he Majority Creditors, vary 
               the order set out in paragraphs (c)( ii) to (iv) above. 
 
         (e)   Paragraphs (a), (b), (c) and (d) abo ve will override any 
               appropriation made by an Obligor. 
 
29.6     NO SET-OFF BY OBLIGORS 
         All payments to be made by an Obligor unde r the Finance Documents shall  
         be calculated and be made without (and fre e and clear of any deduction 
         for) set-off or counterclaim. 
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29.7     BUSINESS DAYS 
         (a)   Any payment which is due to be made on a day that is not a 
               Business Day shall be made on the ne xt Business Day in the same 
               calendar month (if there is one) or the preceding Business Day 
               (if there is not). 
 
         (b)   During any extension of the due date  for payment of any principal  
               or an Unpaid Sum under this Agreemen t interest is payable on the 
               principal at the rate payable on the  original due date. 
 
29.8     CURRENCY OF ACCOUNT 
 
         (a)   Subject to paragraphs (b) to (e) bel ow, the Base Currency is the 
               currency of account and payment for any sum due from an Obligor 
               under any Finance Document. 
 
         (b)   A repayment of a Loan or Unpaid Sum or a part of a Loan or Unpaid  
               Sum shall be made in the currency in  which that Loan or Unpaid 
               Sum is denominated on its due date. 
 
         (c)   Each payment of interest shall be ma de in the currency in which 
               the sum in respect of which the inte rest is payable was 
               denominated when that interest accru ed. 
 
         (d)   Each payment in respect of costs, ex penses or Taxes shall be made  
               in the currency in which the costs, expenses or Taxes are 
               incurred. 
 
         (e)   Any amount expressed to be payable i n a currency other than the 
               Base Currency shall be paid in that other currency. 
 
         (f)   For the purpose of or pending the di scharge of any of the Secured  
               Obligations the Security Agent may c onvert any moneys received or  
               recovered by it from one currency to  another, at the spot rate at  
               which the Security Agent is able to purchase the currency in 
               which the Secured Obligations are du e with the amount received. 
               The obligations of any Obligor to pa y in the due currency shall 
               only be satisfied to the extent of t he amount of the due currency  
               purchased after deducting the costs of conversion. 
 
29.9     CHANGE OF CURRENCY 
         (a)   Unless otherwise prohibited by law, if more than one currency or 
               currency unit are at the same time r ecognised by the central bank  
               of any country as the lawful currenc y of that country, then: 
 
               (i)    any reference in the Finance Documents to, and any 
                      obligations arising under the  Finance Documents in, the 
                      currency of that country shal l be translated into, or paid  
                      in, the currency or currency unit of that country 
                      designated by the Agent (afte r consultation with the 
                      Parent); and 
 
               (ii)   any translation from one curr ency or currency unit to 
                      another shall be at the offic ial rate of exchange 
                      recognised by the central ban k for the conversion of that 
                      currency or currency unit int o the other, rounded up or 
                      down by the Agent (acting rea sonably). 
 
         (b)   If a change in any currency of a cou ntry occurs, this Agreement 
               will, to the extent the Agent (actin g reasonably and after 
               consultation with the Parent) specif ies to be 
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                      necessary, be amended to comp ly with any generally 
                      accepted conventions and mark et practice in the London 
                      interbank market and otherwis e to reflect the change in 
                      currency. 
 
29.10    APPLICATION OF PROCEEDS BY SECURITY AGENT 
         All moneys from time to time received or r ecovered by the Security 
         Agent or Receiver in connection with the r ealisation or enforcement of 
         all or any part of the Transaction Securit y shall be held by the 
         Security Agent on trust to apply them as s oon as the Security Agent in 
         its sole discretion determines to be reaso nably practicable, to the 
         extent permitted by applicable law (subjec t to the provisions of this 
         Clause and notwithstanding any purported a ppropriation by any Obligor),  
         in the following order of priority: 
 
         (a)   in discharging any sums owing to the  Security Agent (in its 
               capacity as trustee), any Receiver o r any Delegate; 
 
         (b)   in payment to the Agent, on behalf o f the Finance Parties, for 
               application towards the discharge of  all sums due and payable by 
               any Obligor under any of the Finance  Documents in the order set 
               out in paragraph (c) of Clause 29.5 (Partial Payments); 
 
         (c)   if none of the Obligors is under any  further actual or contingent  
               liability under any Finance Document , in payment to any person to  
               whom the Security Agent is obliged t o pay in priority to any 
               Obligor; and 
 
         (d)   the balance, if any, in payment to t he relevant Obligor. 
 
29.11    INVESTMENT OF PROCEEDS BY SECURITY AGENT 
         Prior to the application of the proceeds o f the Transaction Security in  
         accordance with Clause 29.10 (Application of Proceeds by Security 
         Agent) the Security Agent may, at its disc retion, hold all or part of 
         those proceeds in an interest bearing susp ense or impersonal account(s)  
         in the name of the Security Agent or Agent  with such financial 
         institution (including itself) for so long  as the Security Agent shall 
         think fit (the interest being credited to the relevant account) pending  
         the application from time to time of those  monies at the Security 
         Agent's discretion in accordance with the provisions of this Clause 29.  
 
29.12    PERMITTED DEDUCTIONS BY SECURITY AGENT 
         The Security Agent shall be entitled (a) t o set aside by way of reserve  
         amounts required to meet and (b) to make a nd pay, any deductions and 
         withholdings (on account of Taxes or other wise) which it is or may be 
         required by any applicable law to make fro m any distribution or payment  
         made by it under this Agreement, and to pa y all Taxes which may be 
         assessed against it in respect of any of t he Charged Property, or as a 
         consequence of performing its duties, or b y virtue of its capacity as 
         Security Agent under any of the Finance Do cuments or otherwise (other 
         than in connection with its remuneration f or performing its duties 
         under this Agreement). 
 
29.13    DISCHARGE OF SECURED OBLIGATIONS 
         Each of the Obligors agrees that the Secur ed Obligations shall only be 
         discharged to the extent of the receipts b y or recoveries of the 
         Security Agent pursuant to the enforcement  of the Transaction Security.  
         Any payment to be made in respect of the S ecured Obligations by the 
         Security Agent may be made to the Agent an d any payment so made shall 
         be a good discharge to the extent of such payment, to the Security 
         Agent. 
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only be effective:  

(i) if by way of fax, when received in legible form; or  

(ii) if by way of letter, when it has been left at the relevant address or five Business Days after being deposited in the post postage prepaid in an 
envelope addressed to it at that address; or  

(iii) if by way of telex, when despatched, but only if, at the time of transmission, the correct answerback appears at the start and at the end of 
the sender's copy of the notice;  
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29.14    SUMS RECEIVED BY OBLIGORS 
         If any of the Obligors receives any sum wh ich, pursuant to any of the 
         Finance Documents, should have been paid t o the Security Agent, that 
         sum shall be held by that Obligor on trust  for the Finance Parties and 
         shall promptly be paid to the Security Age nt for application in 
         accordance with this Clause. 
 
30.      SET-OFF 
 
         Save as otherwise provided in Clause 22.9 (Hedging Agreements) or 
         Clause 22.10 (Bilateral Facilities), whils t an Event of Default is 
         continuing a Finance Party may set off any  matured obligation due from 
         an Obligor under the Finance Documents (to  the extent beneficially 
         owned by that Finance Party) against any m atured obligation owed by 
         that Finance Party to that Obligor, regard less of the place of payment,  
         booking branch or currency of either oblig ation. If the obligations are  
         in different currencies, the Finance Party  may convert either 
         obligation at a market rate of exchange in  its usual course of business  
         for the purpose of the set-off. 
 
31.      NOTICES 
 
31.1     COMMUNICATIONS IN WRITING 
         Any communication to be made under or in c onnection with the Finance 
         Documents shall be made in writing and, un less otherwise stated, may be  
         made by fax, letter or telex. 
 
31.2     ADDRESSES 
         The address, fax number and telex number ( and the department or 
         officer, if any, for whose attention the c ommunication is to be made) 
         of each Party for any communication or doc ument to be made or delivered  
         under or in connection with the Finance Do cuments is: 
 
         (a)   in the case of the Parent and AOC, t hat identified with its name 
               below; 
 
         (b)   in the case of each Lender or any ot her Original Obligor, that 
               notified in writing to the Agent on or prior to the date on which  
               it becomes a Party; and 
 
         (c)   in the case of the Agent and the Sec urity Agent, that identified 
               with its name below, 
 
         or any substitute address, fax number, tel ex number or department or 
         officer as the Party may notify to the Age nt (or the Agent may notify 
         to the other Parties, if a change is made by the Agent) by not less 
         than five Business Days' notice. 
 
31.3     DELIVERY 
         (a)   Any communication or document made o r delivered by one person to 
               another under or in connection with the Finance Documents will 



and, if a particular department or officer is specified as part of its address details provided under Clause 31.2 (Addresses), if addressed to that 
department or officer.  

(b) Any communication or document to be made or delivered to the Agent or the Security Agent will be effective only when actually received 
by the Agent or the Security Agent (as the case may be) and then only if it is expressly marked for the attention of the department or officer 
identified with the Agent's (or, as applicable, Security Agent's) signature below (or any substitute department or officer as the Agent or the 
Security Agent (as the case may be) shall specify for this purpose).  

(c) All notices from or to an Obligor shall be sent through the Agent.  

(d) Any communication or document made or delivered to the Obligors'  

 

Finance Document must be:  

(i) in English; or  

(ii) if not in English, and if so required by the Agent,  

               Agent in accordance with this Clause  will be deemed to have been 
               made or delivered to each of the Obl igors. 
 
31.4     NOTIFICATION OF ADDRESS, FAX NUMBER AND TE LEX NUMBER 
         Promptly upon receipt of notification of a n address, fax number and 
         telex number or change of address, fax num ber or telex number pursuant 
         to Clause 31.2 (Addresses) or changing its  own address, fax number or 
         telex number, the Agent shall notify the o ther Parties. 
 
31.5     ENGLISH LANGUAGE 
         (a)   Any notice given under or in connect ion with any Finance Document  
               must be in English. 
 
         (b)   All other documents provided under o r in connection with any 

                      accompanied by a certified En glish translation and, in 
                      this case, the English transl ation will prevail unless the  
                      document is a constitutional,  statutory or other official 
                      document. 
 
32.      CALCULATIONS AND CERTIFICATES 
 
32.1     ACCOUNTS 
         In any litigation or arbitration proceedin gs arising out of or in 
         connection with a Finance Document, the en tries made in the accounts 
         maintained by a Finance Party are prima fa cie evidence of the matters 
         to which they relate. 
 
32.2     CERTIFICATES AND DETERMINATIONS 
         Any certification or determination by a Fi nance Party of a rate or 
         amount under any Finance Document is, in t he absence of manifest error,  
         conclusive evidence of the matters to whic h it relates. 
 
32.3     DAY COUNT CONVENTION 
         Any interest, commission or fee accruing u nder a Finance Document will 
         accrue from day to day and is calculated o n the basis of the actual 
         number of days elapsed and a year of 360 d ays or, in any case where the  
         practice in the London interbank market di ffers, in accordance with 
         that market practice. 
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(iv) an increase in Commitment;  

(v) a change to the Borrowers or Guarantors other than in accordance with Clause 25 (Changes to the Obligors);  

(vi) any provision which expressly requires the consent of all the Lenders;  

(vii) Clause 2.3 (Lenders' rights and obligations), Clause 24 (Changes to the Lenders) or this Clause 35; or  

(viii) Clause 29.10 (Application of Proceeds by Security Agent),  

shall not be made without the prior consent of all the Lenders.  
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33.      PARTIAL INVALIDITY 
 
         If, at any time, any provision of the Fina nce Documents is or becomes 
         illegal, invalid or unenforceable in any r espect under any law of any 
         jurisdiction, neither the legality, validi ty or enforceability of the 
         remaining provisions nor the legality, val idity or enforceability of 
         such provision under the law of any other jurisdiction will in any way 
         be affected or impaired. 
 
34.      REMEDIES AND WAIVERS 
 
         No failure to exercise, nor any delay in e xercising, on the part of any  
         of the Finance Parties or the Arranger, an y right or remedy under the 
         Finance Documents shall operate as a waive r, nor shall any single or 
         partial exercise of any right or remedy pr event any further or other 
         exercise or the exercise of any other righ t or remedy. The rights and 
         remedies provided in this Agreement are cu mulative and not exclusive of  
         any rights or remedies provided by law. 
 
35.      AMENDMENTS AND WAIVERS 
 
35.1     REQUIRED CONSENTS 
 
         (a)   Subject to Clause 35.2 (Exceptions) any term of the Finance 
               Documents (other than the Security D ocuments, the Bilateral 
               Facilities and the Hedging Agreement s) may be amended or waived 
               only with the consent of the Majorit y Lenders and the Obligors 
               and any such amendment or waiver wil l be binding on all Parties. 
 
         (b)   The Agent may effect, on behalf of a ny Finance Party, any 
               amendment or waiver permitted by thi s Clause. 
 
35.2     EXCEPTIONS 
         (a)   An amendment or waiver that has the effect of changing or which 
               relates to: 
 
               (i)    the definition of "Majority L enders" or "Majority 
                      Creditors" in Clause 1.1 (Def initions); 
 
               (ii)   an extension to the date of p ayment of any amount under 
                      the Finance Documents; 
 
               (iii)  a reduction in the Margin or the amount of any payment of 
                      principal, interest, fees or commission payable; 



(b) An amendment or waiver which has the effect of changing or which relates to any provision in this Agreement relating to the terms of any 
Bilateral Facility or Hedging Agreement or the rights of a Bilateral Bank or Hedging Bank thereunder may not be affected without the consent 
of the relevant Bilateral Bank or Hedging Bank (as the case may be).  

(c) An amendment or waiver which relates to the rights or obligations of the Agent, the Security Agent or the Arranger may not be made 
without the consent of the Agent, the Security Agent or the Arranger (as the case may be).  

(d) An amendment or waiver that has the effect of changing or which  

               relates to any provision which expre ssly requires the consent of 
               the Majority Creditors, shall not be  made without the prior 
               consent of the Majority Creditors. 
 
35.3     AMENDMENTS TO SECURITY DOCUMENTS 
         Subject to Clause 35.4 (Exceptions relatin g to Security), the Security 
         Agent may, if authorised by the Majority L enders, amend the terms of, 
         waive any of the requirements of, or grant  consents under, any of the 
         Security Documents, any such amendment, wa iver or consent being binding  
         on all the Parties. 
 
35.4     EXCEPTIONS RELATING TO SECURITY 
         (a)   The prior consent of all of the Lend ers is required to authorise 
               any amendment of any Security Docume nt which would affect the 
               nature or the scope of the Charged P roperty or the manner in 
               which proceeds of enforcement are di stributed. 
 
         (b)   No waiver or amendment of any Securi ty Document may impose any 
               new or additional obligations on any  person without the consent 
               of that person. 
 
35.5     RELEASES BY SECURITY AGENT 
         Upon a disposal of any of the Charged Prop erty (a) pursuant to the 
         enforcement of the Transaction Security by  a Receiver or the Security 
         Agent or (b) if such disposal is permitted  by paragraph (b) of Clause 
         22.4 (Disposals) of this Agreement or any other provision of the 
         Finance Documents, the Security Agent shal l (at the cost of the 
         Obligor) release that property from the Tr ansaction Security and is 
         authorised to execute, without the need fo r any further authority from 
         the Finance Parties, any release of the Tr ansaction Security or other 
         claim over that asset and to issue any cer tificates of 
         non-crystallisation of floating charges th at may be required or 
         desirable. 
 
35.6     AMENDMENTS BY OBLIGORS' AGENT 
         The Obligors' Agent (acting on behalf of e ach of the Obligors) may 
         agree any amendment to or modification of the provisions of any of the 
         Finance Documents or any schedule thereto,  or grant any waiver or 
         consent in relation thereto and the Obligo rs will be bound by any such 
         amendment or modification. 
 
35.7     AMENDMENT TO CORRECT MANIFEST ERROR 
         The Agent may agree with the Obligors' Age nt (acting on behalf of each 
         of the Obligors) any amendment to or the m odification of the provisions  
         of any of the Finance Documents or any sch edule thereto, which is 
         necessary to correct a manifest error and the Obligors will be bound by  
         any such amendment or modification. 
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35.8     AMENDMENTS TO HEDGING AGREEMENTS 
         Subject to the provisions of Clause 22.9 ( Hedging Arrangements), a 
         Hedging Agreement may be amended, varied, waived or modified by 
         agreement between the parties thereto. 
 
35.9     AMENDMENTS TO BILATERAL FACILITIES 
         Subject to the provisions of Clause 22.10 (Bilateral Facilities), a 
         Bilateral Facility may be amended, varied,  waived or modified by 
         agreement between the parties thereto. 
 
36.      OBLIGORS' AGENT 
 
         Each Obligor by its execution of this Agre ement or an Accession Letter 
         irrevocably authorises the Obligors' Agent  to act on its behalf as its 
         agent in relation to the Finance Documents  and irrevocably authorises: 
 
         (a)   the Obligors' Agent on its behalf to  supply all information 
               concerning itself, its financial con dition and otherwise to the 
               relevant persons contemplated under this Agreement and to give 
               all notices and instructions (includ ing, in the case of a 
               Borrower (and without limitation), U tilisation Requests and 
               Selection Notices) on its behalf und er the Finance Documents 
               without further reference to or the consent of such Obligor; and 
 
         (b)   each Finance Party to give any notic e, demand or other 
               communication to be given to or serv ed on such Obligor pursuant 
               to the Finance Documents to the Obli gors' Agent on its behalf; 
 
         and in each such case such Obligor will be  bound thereby as though such  
         Obligor itself had supplied such informati on, given such notice and 
         instructions or received any such notice, demand or other 
         communication. 
 
37.      COUNTERPARTS 
 
         Each Finance Document may be executed in a ny number of counterparts, 
         and this has the same effect as if the sig natures on the counterparts 
         were on a single copy of the Finance Docum ent. 



SECTION 12  

GOVERNING LAW AND ENFORCEMENT  

38. GOVERNING LAW  

This Agreement is governed by English law.  

39. ENFORCEMENT  

39.1 JURISDICTION OF ENGLISH COURTS  

 

This Agreement has been entered into on the date stated at the beginning of this Agreement.  
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         (a)      The courts of England have exclus ive jurisdiction to settle 
                  any dispute arising out of or in connection with this 
                  Agreement (including a dispute re garding the existence, 
                  validity or termination of this A greement) (a "Dispute"). 
 
         (b)      The Parties agree that the courts  of England are the most 
                  appropriate and convenient courts  to settle Disputes and 
                  accordingly no Party will argue t o the contrary. 
 
         (c)      This Clause 39.1 is for the benef it of the Finance Parties 
                  only. As a result, no Finance Par ty shall be prevented from 
                  taking proceedings relating to a Dispute in any other courts 
                  with jurisdiction. To the extent allowed by law, the Finance 
                  Parties may take concurrent proce edings in any number of 
                  jurisdictions. 
 
39.2     SERVICE OF PROCESS 
         Without prejudice to any other mode of ser vice allowed under any 
         relevant law, each Obligor (other than an Obligor incorporated in 
         England and Wales): 
 
         (a)      irrevocably appoints AOC as its a gent for service of process 
                  in relation to any proceedings be fore the English courts in 
                  connection with any Finance Docum ent; and 
 
         (b)      agrees that failure by a process agent to notify the relevant  
                  Obligor of the process will not i nvalidate the proceedings 
                  concerned. 
 
40.      WAIVER OF JURY TRIAL 
         Each of the Finance Parties irrevocably wa ives trial by jury in any 
         action or proceeding with respect to any F inance Document. 



SCHEDULE 1  
THE ORIGINAL PARTIES  

Part I  
The Original Obligors  
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Name of Original Borrower                Jurisdicti on of Incorporation and 
                                         registrati on number (or equivalent, if  
                                         any) 
 
The Associated Octel Company Limited     England, 3 44359 
 
Octel Petroleum Specialties Limited      England, 3 316334 
 
Octel Developments PLC                   England, 3 516662 
 
 
 
Name of Original Guarantor               Jurisdicti on of Incorporation and 
                                         registrati on number (or equivalent, if  
                                         any) 
 
The Associated Octel Company Limited     England, 3 44359 
 
Octel Petroleum Specialties Limited      England, 3 316334 
 
Octel Developments PLC                   England, 3 516662 
 
Octel Corp.                              Delaware, USA, 
 
OboAdler Company Limited                 England, 3 760777 
 
Octel Trading Limited                    England, 3 516648 
 
Octavision Limited                       England, 4 109325 
 
Octel International Limited              England, 3 316194 
 
Alcor Chemie Vertriebs GmbH              Switzerlan d, CH-170.4.002.974-7 
 
Associated Octel Company (Plant)         England, 8 73396 
Limited 
 
Octel America Inc.                       Delaware, USA, 



Part II  
The Original Lenders  
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      Name of Original Lender             Facility A       Facility B Commitment  
                                          Commitmen t               ($) 
                                             ($) 
 
BARCLAYS BANK PLC                        109,200,00 0            20,800,000 
 
BAYERISCHE LANDESBANK GIROZENTRALE 
LONDON BRANCH                             50,400,00 0             9,600,000 
 
LLOYDS TSB BANK plc                       50,400,00 0             9,600,000 
 
Total                                    210,000,00 0            40,000,000 



SCHEDULE 2  
CONDITIONS PRECEDENT  

Part I  

Conditions precedent to initial Utilisation  

1. Corporate Documents  

(a) A copy of the constitutional documents of each Original Obligor.  

(b) A copy of a resolution of the board of directors (or equivalent thereof) of each Original Obligor:  

(i) approving the terms of, and the transactions contemplated by, the Finance Documents to which it is a party and resolving that it execute the 
Finance Documents to which it is a party;  

(ii) authorising a specified person or persons to execute the Finance Documents to which it is a party on its behalf; and  

(iii) authorising a specified person or persons, on its behalf, to sign and/or despatch all documents and notices (including, if relevant, any 
Utilisation Request and Selection Notice) to be signed and/or despatched by it under or in connection with the Finance Documents to which it 
is a party.  

(c) A specimen of the signature of each person authorised by the resolution referred to in paragraph (b) above.  

(d) A certificate of the Parent (signed by a member of Management or a director) confirming that borrowing or guaranteeing, as appropriate, 
the Total Commitments would not cause any borrowing, guaranteeing or similar limit binding on any Original Obligor to be exceeded.  

(e) The Group Structure Chart.  

(f) To the extent not otherwise provided above, the constitutive documents of any member of the Group incorporated in England and Wales or 
the US whose shares are subject to Security under any of the Security Documents together with any resolutions of the shareholders of such 
member of the Group adopting such changes to the constitutive documents of such member of the Group as the Agent shall have reasonably 
required (prior to the date of this Agreement) to, among other things, remove any restriction on any transfer of shares or partnership interests 
(or equivalent) in such member of the Group pursuant to any enforcement of any of such Security Documents.  

(g) A copy of a good standing certificate with respect to each US Group Member which is an Original Guarantor, issued as of a recent date by 
the Secretary of State or other appropriate official of such US Group Member's jurisdiction of incorporation or organisation  
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(h) A certificate of an authorised signatory of the relevant Original Obligor certifying that each copy document relating to it specified in this 
paragraph 1 of Part I of Schedule 2 is correct, complete and in full force and effect as at a date no earlier than the date of this Agreement.  

2. Legal opinions  

(a) A legal opinion of Clifford Chance LLP, legal advisers to the Mandated Lead Arranger and the Agent in England as to English law, 
substantially in the form distributed to the Original Lenders prior to signing this Agreement.  

(b) A legal opinion of Clifford Chance LLP, legal advisers to the Mandated Lead Arranger and the Agent as to the laws of the US, substantially 
in the form distributed to the Original Lenders prior to signing this Agreement.  

(c) A legal opinion of Bar & Karrer, the legal advisers to the Mandated Lead Arranger and the Agent as to Swiss law, substantially in the form 
distributed to the Original Lenders prior to signing this Agreement.  

3. Accounts and Reports  

(a) The Original Financial Statements of each Original Obligor.  

(b) The Agreed Financial Projections.  

(c) The Reports either addressed to, or with Reliance Letters in favour of, the Security Agent (on behalf of the Finance Parties).  

4. Other Financing Documents  

(a) The Hedging Strategy Letter duly signed by the parties thereto.  

(b) The Fee Letter referred to in Clause 12.2 (Arrangement Fee) duly signed by the parties thereto.  

(c) The Fee Letter referred to in Clause 12.3 (Agency Fees) duly signed by the parties thereto.  

(d) The Syndication Letter in the agreed form duly signed by the parties thereto.  

5. Security  

(a) Duly executed Debentures in the agreed form (to be dated the first Utilisation Date).  

(b) Duly executed Swiss Assignment Agreement in the agreed form (to be dated the first Utilisation Date).  

(c) Duly executed US Security Documents in the agreed form (to be dated the first Utilisation Date).  

(d) Duly executed English Share Pledge in the agreed form (to be dated the first Utilisation Date).  
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(e) Duly executed Swiss Share Pledge in the agreed form (to be dated the first Utilisation Date).  

6. Perfection of Security  

(a) Key Properties - Registration:  

(i) The results of HM Land Registry searches in favour of the Agent on the appropriate forms against all of the registered titles comprising each 
Key Property giving not less than 14 days priority beyond the date each Key Property became subject to the terms of the relevant Finance 
Documents and showing no adverse entries.  

(ii) An undertaking from Linklaters & Alliance (legal counsel to AOC) to use reasonable endeavours to satisfy any requisitions raised by HM 
Land Registry without delay in connection with the application to register the Security created in respect of each Key Property under the 
Finance Documents.  

(iii) Appropriate land registry application forms completed, land registry fees (including any related fees) to enable Clifford Chance LLP to 
register the Security created in respect of each Key Property under the Finance Documents.  

(iv) Title Deeds for the Key Properties.  

(v) Notice of Charge (to be dated the first Utilisation Date).  

(b) All original share certificates and related stock transfer forms executed in blank in relation to shares subject to the Security Documents to 
the extent appropriate under applicable law.  

(c) Executed notices of assignment/charge (to be dated the first Utilisation Date) of any contracts specifically identified in the Security 
Documents and any bank accounts listed in the Security Documents.  

(d) All insurance policies relating to Material Insurances in force as at the Closing Date or, if not available, broker's letters confirming the 
matters specified in paragraph (b)(i) of Clause 22.7 (Insurance).  

7. Other documents and evidence  

(a) Evidence that upon the date that the first Loan is made:  

(i) all Financial Indebtedness under the Senior Notes will be immediately repaid in full;  

(ii) all Financial Indebtedness under the Existing Bank Facilities will be immediately repaid in full and all commitments under the Existing 
Bank Facilities cancelled;  

(iii) all of the existing Security relating to the Existing Bank Facilities will be immediately released.  
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(b) Evidence that the fees, costs and expenses then due pursuant to Clause 12 (Fees) and Clause 17 (Costs and expenses) have been paid or will 
be paid by or on the first Utilisation Date.  

(c) Either (i) a letter from the Parent to the Agent (attaching supporting advice from the Borrower's English solicitors) confirming that each of 
the Original Obligors incorporated in England is not prohibited by Section 151 of the Companies Act 1985 from entering into the Finance 
Documents and/or (ii) evidence that each of the Original Obligors incorporated in England has done all that is necessary (including, without 
limitation, by re-registering as a private company) to follow the procedures set out in Sections 155 to 158 of the Companies Act 1985 in order 
to enable it to enter into the Finance Documents and perform its obligations under the Finance Documents.  

(d) A certificate of solvency signed by the chief financial officer of each Original Obligor incorporated in the US.  

(e) Evidence that the Original Guarantors satisfy the requirements of paragraph (b) of Clause 22.24 (Guarantors) (by reference to the 
consolidated accounts of the Parent for the year ending 31 December 2000).  

(f) The Business Proposal for JV in India.  
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Part II  
Conditions Precedent required to be  
delivered by an Additional Obligor  

1. An Accession Letter, duly executed by the Additional Obligor and the Parent.  

2. A copy of the constitutional documents of the Additional Obligor.  

3. A copy of a resolution of the board of directors of the Additional Obligor:  

(a) approving the terms of, and the transactions contemplated by, the Accession Letter and the Finance Documents and resolving that it execute 
the Accession Letter;  

(b) authorising a specified person or persons to execute the Accession Letter on its behalf; and  

(c) authorising a specified person or persons, on its behalf, to sign and/or despatch all other documents and notices (including, in relation to an 
Additional Borrower, any Utilisation Request or Selection Notice) to be signed and/or despatched by it under or in connection with the Finance 
Documents.  

4. A specimen of the signature of each person authorised by the resolution referred to in paragraph 3 above.  

5. Where the Agent's relevant counsel deems such to be either necessary or desirable either in place of or in addition to the resolution referred 
to in paragraph (b) above, a certificate or extract from a public commercial registry or other evidence setting out the names and signatures of 
the persons authorised to sign, on behalf of the Additional Obligor, each Finance Document to which such company is or is to be a party and 
any documents to be delivered by such company pursuant to any of the Finance Documents.  

6. Where the Agent's relevant counsel deems such to be either necessary or desirable, either a copy of a resolution signed by all the holders of 
the issued shares in such company or a resolution of the supervisory board, work council or equivalent supervisory body of the Additional 
Obligor, approving the terms of, and the transactions contemplated by, the Finance Documents to which that company is a party.  

7. A certificate of the Additional Obligor (signed by a director) confirming that borrowing or guaranteeing, as appropriate, the Total 
Commitments would not cause any borrowing, guaranteeing or similar limit binding on it to be exceeded.  

8. A certificate of an authorised signatory of the Additional Obligor certifying that each copy document listed in this Part II of Schedule 2 is 
correct, complete and in full force and effect as at a date no earlier than the date of the Accession Letter.  

9. A copy of any other Authorisation or other document, opinion or assurance which the Agent considers to be necessary or desirable in 
connection with the entry into and performance of the transactions contemplated by the Accession Letter or for the validity and enforceability 
of any Finance Document.  

10. If available, the latest audited financial statements of the Additional Obligor.  
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11. A legal opinion of Clifford Chance LLP, legal advisers to the Mandated Lead Arranger and the Agent in England.  

12. If the Additional Obligor is incorporated in a jurisdiction other than England and Wales, a legal opinion of the legal advisers to the 
Mandated Lead Arranger and the Agent in the jurisdiction in which the Additional Obligor is incorporated.  

13. If the proposed Additional Obligor is incorporated in a jurisdiction other than England and Wales, evidence that the process agent specified 
in Clause 39.2 (Service of process), if not an Obligor, has accepted its appointment in relation to the proposed Additional Obligor.  

14. If the proposed Additional Obligor is incorporated in England, either  
(i) a letter from the Parent to the Agent (attaching supporting advice from the Borrower's English solicitors) confirming that the Additional 
Guarantor is not prohibited by Section 151 of the Companies Act 1985 from entering into the Finance Documents and/or (ii) evidence that the 
Additional Guarantor has done all that is necessary (including, without limitation, by re-registering as a private company) to follow the 
procedures set out in Sections 155 to 158 of the Companies Act 1985 in order to enable each Guarantor to enter into the Finance Documents 
and perform its obligations under the Finance Documents.  

15. Such Security Document(s) executed by the Additional Obligor in favour of the Security Agent for the benefit of the Finance Parties (or, if 
applicable, directly in favour of the Finance Parties) as the Agent shall have required in accordance with the provisions of Clause 22.24 
(Guarantors and Security).  

16. (To the extent permissible under applicable law) an executed Security Document by the immediate Holding Company of the Additional 
Obligor over the entire issued share capital of the Additional Obligor held by such Holding Company.  

17. If the Additional Obligor is incorporated or organised in any state of the United States of America, a certificate of solvency signed by the 
Chief Financial Officer of such Additional Obligor and a copy of a good standing certificate with respect to that Additional Obligor issued as of 
a recent date by the Secretary of State or other appropriate official of that Additional Obligor's jurisdiction of incorporation or organisation.  

18. Where the Agent's relevant counsel reasonably deems such to be either necessary or advisable and to the extent practicable (taking into 
account the commercial benefit for the Finance Parties and the burden on the Obligors), any recordings, filings or other action required to 
perfect the Security purported to be created by the Security Documents referred to above (including, without limitation, delivery of share 
certificates and stock transfer forms executed in blank in relation to pledged shares, noting of pledges on share registers, application for 
registration of security and notices of assignment).  

19. The constitutive documents of any member of the Group whose shares are subject to Security under any of the Security Documents referred 
to above in the form required by the Agent together with any resolutions of the shareholders of such member of the Group adopting such 
changes to the constitutive documents of such member of the Group as the Agent shall have reasonably required to, among other things, 
remove any restriction on any transfer of shares or  
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partnership interests (or equivalent) in such member of the Group pursuant to any enforcement of any of such Security Documents.  
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Part III  

Conditions Precedent required to be delivered by Obligors' Agent in connection with the acquisition of the Identified Target  

1. All of the reports from appropriate professional advisers which the Majority Lenders (acting reasonably) have required in connection with 
the acquisition of the Identified Target, either addressed to, or with Reliance Letters in favour of, the Security Agent (on behalf of the Finance 
Parties).  

2. Drafts of all of the contracts relating to the acquisition of the Identified Target together with confirmation from the Obligors' Agent that such 
documents contain all the material terms of such acquisition and that it will not complete the acquisition of the Identified Target if there are any 
material changes to such terms without the approval of the Majority Lenders of such material changes.  

3. The relevant recent financial statements and relevant financial projections relating to the Identified Target and the Group as a whole 
including the Identified Target.  

4. Evidence that upon the relevant Facility B Loan being made and/or the relevant purchase consideration being paid to the vendor of the 
Identified Target all of the conditions to the acquisition of the Identified Target contained in the draft contracts delivered pursuant to paragraph 
2 above will have been satisfied without being waived or modified (unless such waiver or modification has been consented to by the Majority 
Lenders in writing or could not reasonably be expected to be adverse to the interests of the Finance Parties under the Finance Documents).  
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SCHEDULE 3  
REQUESTS  

Part I  
Utilisation Request  

 

Dear Sirs  

Octel Corp. - US$[250,000,000] Facilities Agreement  

 

2. We confirm that each condition specified in Clause 4.2 (Further conditions precedent) is satisfied on the date of this Utilisation Request.  

3. The proceeds of this Loan should be credited to [account].  

[4] [The proceeds of this Loan are to be used to repay indebtedness incurred by the Group in connection with the Prochem Acquisition.**  

[4] The proceeds of this Loan are to be used towards the acquisition of  
[specify Identified Target] as follows: [ ]***  

[4/5] This Utilisation Request is irrevocable.  

* delete as appropriate  

** include if it is a Prochem Refinancing Facility B Utilisation  

*** include if it is a Relevant Acquisition Utilisation  
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From:    [Borrower/Obligors' Agent]  
 
To:      [Agent] 
 
Dated: 

                  dated [          ] (the "Facility  Agreement") 
 
1.       We wish [Name of Borrower] to borrow a Loa n on the following terms: 
 
         Proposed Utilisation Date:       [          ] (or, if that is not a 
                                          Business Day, the next Business Day) 
 
         Facility to be utilised:         [Facility  A]/[Facility B] * 
 
         [Type of Utilisation [only 
         relevant if is under Facility 
         B]:                              [Relevant  Acquisition Utilisation] / 
                                          [Prochem Refinancing Facility B 
                                          Utilisati on] / [Neither a Relevant 
                                          Acquisiti on nor a Prochem Refinancing  
                                          Facility B Utilisation]]* 
 
         Currency of Loan:                [          ] 
 
         Amount:                          [       ]  or, if less, the Available 
                                          Facility 
 
         Interest Period:                 [          ] 



Yours faithfully  

..................................  

 
authorised signatory for  

[the Obligors' Agent on behalf of]  
[name of relevant Borrower]  
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Part II  
Selection Notice  

Applicable to a Facility A Loan  

 

Dear Sirs  

Octel Corp. - US$[250,000,000] Facilities Agreement dated [ ] (the "Facility Agreement")  

1. We refer to the following Facility A Loan[s] in [identify currency] with an Interest Period ending on [__________]*.  

2. [We request that the above Facility A Loan[s] be divided into  
[ ] Facility A Loans with the following Base Currency Amounts and Interest Periods:] **  

or  

[We request that the next Interest Period for the above Facility A Loan[s] is [ ]].***  

3. We request that the above Facility A Loan[s] [is]/[are] [denominated in the same currency for the next Interest Period]/[denominated in the 
following currencies: [ ]. As this results in a change of currency we confirm that each condition specified in Clause 4.2 (Further conditions 
precedent) is satisfied on the date of this Selection Notice. The proceeds of any change in currency should be credited to [account].].  

4. This Selection Notice is irrevocable.  

Yours faithfully  

..................................  

 
authorised signatory for  

[the Obligors' Agent on behalf of] [name of relevant Borrower]  

* Insert details of all Facility A Loans in the same currency which have an Interest Period ending on the same date.  

** Use this option if division of Facility A Loans is requested.  

*** Use this option if sub-division is not required.  
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From:    [Borrower/Obligors' Agent]  
 
To:      [Agent] 
 
Dated: 



SCHEDULE 4  
MANDATORY COST FORMULAE  

1. The Mandatory Cost is an addition to the interest rate to compensate Lenders for the cost of compliance with (a) the requirements of the 
Bank of England and/or the Financial Services Authority (or, in either case, any other authority which replaces all or any of its functions) or (b) 
the requirements of the European Central Bank.  

2. On the first day of each Interest Period (or as soon as possible thereafter) the Agent shall calculate, as a percentage rate, a rate (the 
"Additional Cost Rate") for each Lender, in accordance with the paragraphs set out below. The Mandatory Cost will be calculated by the Agent 
as a weighted average of the Lenders' Additional Cost Rates (weighted in proportion to the percentage participation of each Lender in the 
relevant Loan) and will be expressed as a percentage rate per annum.  

3. The Additional Cost Rate for any Lender lending from a Facility Office in a Participating Member State will be the percentage notified by 
that Lender to the Agent as the cost of complying with the minimum reserve requirements of the European Central Bank.  

4. The Additional Cost Rate for any Lender lending from a Facility Office in the United Kingdom will be calculated by the Agent as follows:  

(a) in relation to a domestic sterling Loan:  

AB + C(B - D) + E x 0.01 ------------------------ per cent. per annum  
100 - (A + C)  

(b) in relation to a Loan in any currency other than domestic sterling:  

E x 0.01  
-------- per cent. per annum.  

300  

Where:  

A        is the percentage of Eligible Liabilities (assuming these to 
         be in excess of any stated minimum) which that Lender is from  
         time to time required to maintain as an in terest free cash 
         ratio deposit with the Bank of England to comply with cash 
         ratio requirements. 
 
B        is the percentage rate of interest (exclud ing the Margin and 
         the Mandatory Cost) payable for the releva nt Interest Period 
         on the Loan. 
 
C        is the percentage (if any) of Eligible Lia bilities which that  
         Lender is required from time to time to ma intain as interest 
         bearing Special Deposits with the Bank of England. 
 
D        is the percentage rate per annum payable b y the Bank of 
         England to the Agent on interest bearing S pecial Deposits. 
 
                             -130- 



 

5. For the purposes of this Schedule:  

(a) "Eligible Liabilities" and "Special Deposits" have the meanings given to them from time to time under or pursuant to the Bank of England 
Act 1998 or (as may be appropriate) by the Bank of England;  

(b) "Fees Regulations" means the Banking Supervision (Fees) Regulations 2001 or such other law or regulation as may be in force from time to 
time in respect of the payment of fees for banking supervision; and  

(c) "Fee Base" has the meaning given to it, and will be calculated in accordance with, the Fees Regulations.  

6. In application of the above formulae, A, B, C and D will be included in the formulae as percentages (i.e. 5 per cent. will be included in the 
formula as 5 and not as 0.05). A negative result obtained by subtracting D from B shall be taken as zero. The resulting figures shall be rounded 
to four decimal places.  

7. Each Lender shall supply any information required by the Agent for the purpose of calculating its Additional Cost Rate. In particular, but 
without limitation, each Lender shall supply the following information in writing on or prior to the date on which it becomes a Lender:  

(a) its jurisdiction of incorporation and the jurisdiction of its Facility Office; and  

(b) any other information that the Agent may reasonably require for such purpose.  

Each Lender shall promptly notify the Agent in writing of any change to the information provided by it pursuant to this paragraph.  

8. The percentages or rates of charge of each Lender for the purpose of A, C and E above shall be determined by the Agent based upon the 
information supplied to it pursuant to paragraph 7 above and on the assumption that, unless a Lender notifies the Agent to the contrary, each 
Lender's obligations in relation to cash ratio deposits, Special Deposits and the Fees Regulations are the same as those of a typical bank from its 
jurisdiction of incorporation with a Facility Office in the same jurisdiction as its Facility Office.  

9. The Agent shall have no liability to any person if such determination results in an Additional Cost Rate which over or under compensates 
any Lender and shall be entitled to assume that the information provided by any Lender pursuant to paragraphs 3 and 7 above is true and 
correct in all respects.  

10. The Agent shall distribute the additional amounts received as a result of the Mandatory Cost to the Lenders on the basis of the Additional 
Cost Rate for each Lender based on the information provided by each Lender pursuant to paragraphs 3 and 7 above.  

-131-  

E        is the rate of charge payable by that Lend er to the Financial  
         Services Authority pursuant to the Fees Re gulations (but, for  
         this purpose, ignoring any minimum fee req uired pursuant to 
         the Fees Regulations) and expressed in pou nds per 
         (pound)1,000,000 of the Fee Base of that L ender. 



11. Any determination by the Agent pursuant to this Schedule in relation to a formula, the Mandatory Cost, an Additional Cost Rate or any 
amount payable to a Lender shall, in the absence of manifest error, be conclusive and binding on all Parties.  

12. The Agent may from time to time, after consultation with the Parent and the Lenders, determine and notify to all Parties any amendments 
which are required to be made to this Schedule in order to comply with any change in law, regulation or any requirements from time to time 
imposed by the Bank of England, the Financial Services Authority or the European Central Bank (or, in any case, any other authority which 
replaces all or any of its functions) and any such determination shall, in the absence of manifest error, be conclusive and binding on all Parties.  
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SCHEDULE 5  
FORM OF TRANSFER CERTIFICATES  

Part I  

 

Dated:  

Octel Corp. - US$[250,000,000] Facilities Agreement dated [ ] (the "Facility Agreement")  

1. We refer to Clause 24.5 (Procedure for transfer):  

(a) The Existing Lender and the New Lender agree to the Existing Lender and the New Lender transferring by novation all or part of the 
Existing Lender's Commitment, rights and obligations referred to in the Schedule in accordance with Clause 24.5 (Procedure for transfer).  

(b) The proposed Transfer Date is [ ].  

(c) The Facility Office and address, fax number and attention details for notices of the New Lender for the purposes of Clause 31.2 (Addresses) 
are set out in the Schedule.  

2. The New Lender expressly acknowledges the limitations on the Existing Lender's obligations set out in paragraph (c) of Clause 24.4 
(Limitation of responsibility of Existing Lenders).  

3. This Transfer Certificate is governed by English law and unless otherwise specified terms defined in the Facility Agreement shall have the 
same meaning in this Transfer Certificate.  
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To:      [          ] as Agent 
 
From:    [The Existing Lender] (the "Existing Lende r") and [The New Lender] (the  
         "New Lender") 



THE SCHEDULE  

Commitment/rights and obligations to be transferred  

[insert relevant details]  
[Facility Office address, fax number and attention details for notices and account details for payments,]  

[Existing Lender] [New Lender]  

By: By:  

This Transfer Certificate is accepted by the Agent and the Transfer Date is confirmed as [ ].  

[Agent]  

By:  
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Part II  
LMA Transfer Certificate (Par)  

BANK: Date:  

TRANSFEREE:  

This Transfer Certificate is entered into pursuant to (i) the agreement (the "Sale Agreement") evidenced by the Confirmation dated between the 
Bank and the Transferee (acting directly or through their respective agents) and (ii) the Credit Agreement.  

On the Transfer Date, the transfer by way of novation from the Bank to the Transferee on the terms set out herein and in the Credit Agreement 
shall become effective subject to:-  

(i) the Sale Agreement and the terms and conditions incorporated in the Sale Agreement;  

(ii) the terms and conditions annexed hereto; and  

(iii) the schedule annexed hereto,  

all of which are incorporated herein by reference.  

The Bank The Transferee  
[ ] [ ] By: By:  
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Details of other Credits are set out on the attached sheet  

 

/1/ As at the date of the Transfer Certificate  
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                                  The Schedule 
 
Credit Agreement Details: 
 
Borrower(s):                                _______ _____________________________  
Credit Agreement Dated                      _______ _____________________________  
Guarantor(s):                               _______ _____________________________  
Agent Bank:                                   No      Yes (specify)_____________  
Security:                                   _______ _____________________________  
Total Facility Amount:                      _______ _____________________________  
Governing Law:                              _______ _____________________________  
Additional Information:                     _______ _____________________________  
 
Transfer Details: 
Name of Tranche Facility:                   _______ ________      _______________  
Nature (Revolving, Term, Acceptances 
   Guarantee/Letter of Credit, Other):      _______ ________      _______________  
Final Maturity:                             _______ ________      _______________  
Participation Transferred 
Commitment transferred1                     _______ ________      _______________  
 
      Drawn Amount (details below):/1/      _______ ________      _______________  
 
      Undrawn Amount:/1/                    _______ ________      _______________  
 
Settlement Date:                            _______ _____________________________  
 
Details of outstanding Credits/1/ 
      Specify in respect of each Credit: 
      Transferred Portion (amount):         _______ ________ 
      Tranche/Facility:                     _______ ________ 
      Nature:                                Term   Revolver   Acceptance 
                                             Guaran tee/Letter of Credit 
                                            Other ( specify)_______________ 

Administration Details 
Bank's Receiving Account:                   _______ ____________________  
Transferee's Receiving Account:             _______ ____________________  
 
 
Addresses 
Bank                                        Transfe ree 
[               ]                           [               ] 
Address:                                    Address : 
Telephone:                                  Telepho ne: 
Facsimile:                                  Facsimi le: 
Telex:                                      Telex: 
Attn/Ref                                    Attn/Re f 



TERMS AND CONDITIONS  

These are the Terms and Conditions applicable to the transfer certificate including the Schedule thereto (the "Transfer Certificate") to which 
they are annexed.  

1. Interpretation  

In these Terms and Conditions words and expressions shall (unless otherwise expressly defined herein) bear the meaning given to them in the 
Transfer Certificate, the Credit Agreement or the Sale Agreement.  

2. Transfer  

The Bank requests the Transferee to accept and procure the transfer by novation of all or a part (as applicable) of such participation of the Bank 
under the Credit Agreement as is set out in the relevant part of the Transfer Certificate under the heading "Participation Transferred" (the 
"Purchased Assets") by counter-signing and delivering the Transfer Certificate to the Agent at its address for the service of notice specified in 
the Credit Agreement. On the Transfer Date the Transferee shall pay to the Bank the Settlement Amount as specified in the pricing letter 
between the Bank and the Transferee dated the date of the Transfer Certificate (adjusted, if applicable, in accordance with the Sale Agreement) 
and completion of the transfer will take place.  

3. Effectiveness of Transfer  

The Transferee hereby requests the Agent to accept the Transfer Certificate as being delivered to the Agent pursuant to and for the purposes of 
the Credit Agreement so as to take effect in accordance with the terms of the Credit Agreement on the Transfer Date or on such later date as 
may be determined in accordance with the terms thereof.  

4. Transferee's Undertaking  

The Transferee hereby undertakes with the Agent and the Bank and each of the other parties to the Credit Documentation that it will perform in 
accordance with its terms all those obligations which by the terms thereof will be assumed by it after delivery of the Transfer Certificate to the 
Agent and satisfaction of the conditions (if any) subject to which the Transfer Certificate is to take effect.  

5. Payments  

(1) Place  

All payments by either party to the other under the Transfer Certificate shall be made to the Receiving Account of that other party. Each party 
may designate a different account as its Receiving Account for payment by giving the other not less than five Business Days notice before the 
due date for payment.  
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(2) Funds  

Payments under the Transfer Certificate shall be made in the currency in which the amount is denominated for value on the due date at such 
times and in such funds as are customary at the time for settlement of transactions in that currency.  

6. The Agent  

The Agent shall not be required to concern itself with the Sale Agreement and may rely on the Transfer Certificate without taking account of 
the provisions of such agreement.  

7. Assignment of Rights  

The Transfer Certificate shall be binding upon and enure to the benefit of each party and its successors and permitted assigns provided that 
neither party may assign or transfer its rights thereunder without the prior written consent of the other party.  

8. Governing Law and Jurisdiction  

The Transfer Certificate (including, without limitation, these Terms and Conditions) shall be governed by and construed in accordance with the 
laws of England, and the parties submit to the non-exclusive jurisdiction of the English courts.  

Each party irrevocably appoints the person described as process agent (if any) specified in the Sale Agreement to receive on its behalf service 
of any action, suit or other proceedings in connection with the Transfer Certificate. If any person appointed as process agent ceases to act for 
any reason the appointing party shall notify the other party and shall promptly appoint another person incorporated within England and Wales 
to act as its process agent.  
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SCHEDULE 6  
FORM OF ACCESSION LETTER  

To: [ ] as Agent  

From: [Subsidiary] and [Parent]  

Dated:  

Dear Sirs  

Octel Corp. - US$[250,000,000] Facilities Agreement dated [ ] (the "Facility Agreement")  

1. [Subsidiary] agrees to become an Additional [Borrower]/[Guarantor] and to be bound by the terms of the Facility Agreement as an 
Additional  
[Borrower]/[Guarantor] pursuant to clause [25.2 (Additional Borrowers)]/[Clause 25.4 (Additional Guarantors)] of the Facility Agreement. 
[Subsidiary] is a company duly incorporated under the laws of [name of relevant jurisdiction].  

2. [Incorporate wording limiting the guarantee to the extent appropriate to satisfy any local legal requirements regarding corporate benefit, 
financial assistance etc. and to avoid any material risk of legal liability of a director of the proposed Guarantor.]  

3. [Subsidiary's] administrative details are as follows:  

Address:  

Fax No:  

Attention:  

4. This letter is governed by English law.  

This Guarantor Accession Letter is entered into by a deed.  

[Parent] [Subsidiary]  
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SCHEDULE 7  
FORM OF RESIGNATION LETTER  

To: [ ] as Agent  

From: [resigning Obligor] and [Parent]  

Dated:  

Dear Sirs  

Octel Corp. - US$[250,000,000] Facilities Agreement dated [ ] (the "Facility Agreement")  

1. Pursuant to [Clause 25.3 (Resignation of a Borrower)]/[Clause 25.6 (Resignation of a Guarantor)], we request that [resigning Obligor] be 
released from its obligations as a [Borrower]/[Guarantor] under the Facility Agreement.  

2. We confirm that:  

(a) no Default is continuing or would result from the acceptance of this request; and  

(b) [ ]*  

3. This letter is governed by English law.  

[Parent] [Subsidiary]  

By: By:  

* Insert any other conditions required by the Facility Agreement.  
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SCHEDULE 8  
FORM OF COMPLIANCE CERTIFICATE  

To: [ ] as Agent  

From: [Parent]  

Dated:  

Dear Sirs  

Octel Corp. - US$[250,000,000] Facilities Agreement dated [ ] (the "Facility Agreement")  

1. We refer to the Facility Agreement. This is a Compliance Certificate.  

2. We confirm that:  

(a) The ratio of the Cashflow to Consolidated Net Finance Charges for the Relevant Period ending on [Quarter Date] was [ ]:1.0.  

(b) The ratio of Total Net Debt on [Quarter Date] to EBITDA for the Relevant Period ending on such Quarter Date was [ ]:1.0.  

(c) The ratio of EBITDA to Net Interest for the Relevant Period ending on [Quarter Date] was [ ]:1.0..  

(d) Surplus Cash Flow for the Accounting Quarter ending on  
[Quarter Date] was [ ],  

and attach calculations showing how these ratios were calculated.  

3. On the basis of the above, we confirm that:  

(a) the Margin in respect of Loans after your receipt of this Compliance Certificate will be [ ] per cent. per annum; and  

(b) the amount due to be applied in prepayment of the Facilities in accordance with Clause 8.7 (Surplus Cash Flow) is [ ] on the basis that 
[explain].  

4. [We also confirm that:  

(a) the aggregate (without double counting) EBITDA of the Guarantors for the Relevant Period ending on [ ] was [ ]% of the consolidated 
EBITDA of the Group for that Relevant Period;  

(b) the aggregate gross assets (without double counting) of the Guarantors as at [ ] was [ ]% of the consolidated gross assets of the Group as at 
such date;  

(c) Guarantors representing at least 85% of consolidated EBITDA of the Group for that relevant period and at least 85% of the consolidated 
gross assets of the Group as at [insert date of Relevant Period] have provided Transaction Security which continue to be in place; and  
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(d) the Material Group Companies for the purpose of paragraphs (b) and (d) of the definition of Material Group Company are as follows:  

[ ]. [Note: This paragraph 4 only to be given with annual statements]  

5. [We confirm that no Default is continuing.] [If this statement cannot be made, this certificate should identify the Default and the steps, if 
any, being taken to remedy it.]  
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Signed: ..........................               .. ........................ 
        [Director/member of Management]          [D irector/member of Management]  
        of                                       of  
        [Parent]                                 [P arent] 



SCHEDULE 9  
LMA FORM OF CONFIDENTIALITY UNDERTAKING  

LMA CONFIDENTIALITY LETTER (SELLER)  

[Letterhead of Seller/Seller's agent/broker]  

To:  

[insert name of Potential Purchaser/Purchaser's agent/broker]  

 

 

Dear Sirs  

We understand that you are considering [acquiring] (Note: delete if addressee is acting as broker or agent]/[arranging the acquisition of] [Note: 
delete if addressee is acting as principal] an interest in the Agreement (the "Acquisition"). In consideration of us agreeing to make available to 
you certain information, by your signature of a copy of this letter you agree as follows:  

1. Confidentiality Undertaking You undertake (a) to keep the Confidential Information confidential and not to disclose it to anyone except as 
provided for by paragraph 2 below and to ensure that the Confidential Information is protected with security measures and a degree of care that 
would apply to your own confidential information, (b) to use the Confidential Information only for the Permitted Purpose, (c) to use all 
reasonable endeavours to ensure that any person to whom you pass any Confidential Information (unless disclosed under paragraph 2[(c)/(d)] 
below) acknowledges and complies with the provisions of this letter as if that person were also a party to it, and (d) not to make enquiries of 
any member of the Group or any of their officers, directors, employees or professional advisers relating directly or indirectly to the Acquisition. 

2. Permitted Disclosure We agree that you may disclose Confidential Information:  

(a) to members of the Purchaser Group and their officers, directors, employees and professional advisers to the extent necessary for the 
Permitted Purpose and to any auditors of members of the Purchaser Group;  
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Re:      The Agreement 
==================================================  
Parent:     Octel Corp. 
 
Borrowers:  The Associated Octel Company Limited 
            and others 
 
Date:       [      ] 2001 
 
Amount:     [$250,000,000] 
 
Agent:      Barclays Bank PLC 
 
==================================================  



 

3. Notification of Required or Unauthorised Disclosure You agree (to the extent permitted by law) to inform us of the full circumstances of any 
disclosure under paragraph 2[(c)/(d)] or upon becoming aware that Confidential Information has been disclosed in breach of this letter.  

4. Return of Copies If we so request in writing, you shall return all Confidential Information supplied to you by us and destroy or permanently 
erase all copies of Confidential Information made by you and use all reasonable endeavours to ensure that anyone to whom you have supplied 
any Confidential Information destroys or permanently erases such Confidential Information and any copies made by them, in each case save to 
the extent that you or the recipients are required to retain any such Confidential Information by any applicable law, rule or regulation or by any 
competent judicial, governmental, supervisory or regulatory body or in accordance with internal policy, or where the Confidential Information 
has been disclosed under paragraph 2[(c)/(d)]  
[Note: delete as applicable] above.  

5. Continuing Obligations The obligations in this letter are continuing and, in particular, shall survive the termination of any discussions or 
negotiations between you and us. Notwithstanding the previous sentence, the obligations in this letter shall cease (a) if you become a party to or 
otherwise acquire (by assignment or sub-participation) an interest, direct or indirect, in the Agreement or (b) twelve months after you have 
returned all Confidential Information supplied to you by us and destroyed or permanently erased all copies of Confidential Information made 
by you (other than any such Confidential Information or copies which have been disclosed under paragraph 2 above (other than sub-paragraph 
2(a)) or which, pursuant to paragraph 4 above, are not required to be returned or destroyed).  

6. No Representation; Consequences of Breach, etc. You acknowledge and agree that:  

(a) neither we, [nor our principal] nor any member of the Group nor any of our or their respective officers, employees or advisers (each a 
"Relevant Person") (i) make any representation or warranty, express or implied, as to, or assume any responsibility for, the accuracy, reliability 
or completeness of any of the Confidential Information or any  
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[(a)     subject to the requirements of the Agreeme nt, in accordance 
         with the Permitted Purpose so long as any prospective 
         purchaser has delivered a letter to you in  equivalent form to 
         this letter;] 
 
[(b/c)]  subject to the requirements of the Agreeme nt, to any person to  
         (or through) whom you assign or transfer ( or may potentially 
         assign or transfer) all or any of the righ ts, benefits and 
         obligations which you may acquire under th e Agreement or with 
         (or through) whom you enter into (or may p otentially enter 
         into) any sub-participation in relation to , or any other 
         transaction under which payments are to be  made by reference 
         to, the Agreement or the Borrower or any m ember of the Group 
         so long as that person has delivered a let ter to you in 
         equivalent form to this letter; and 
 
[(c/d)]  (i) where requested or required by any cou rt of competent 
         jurisdiction or any competent judicial, go vernmental, 
         supervisory or regulatory body, (ii) where  required by the 
         rules of any stock exchange on which the s hares or other 
         securities of any member of the Purchaser Group are listed or 
         (iii) where required by the laws or regula tions of any country  
         with jurisdiction over the affairs of any member of the 
         Purchaser Group. 



other information supplied by us or the assumptions on which it is based or (ii) shall be under any obligation to update or correct any 
inaccuracy in the Confidential Information or any other information supplied by us or be otherwise liable to you or any other person in respect 
to the Confidential Information or any such information; and  

(b) we [or our principal] [Note: delete if letter is sent out by the Seller rather than the Seller's broker or agent] or members of the Group may be 
irreparably harmed by the breach of the terms hereof and damages may not be an adequate remedy; each Relevant Person may be granted an 
injunction or specific performance for any threatened or actual breach of the provisions of this letter by you.  

7. No Waiver; Amendments, etc This letter sets out the full extent of your obligations of confidentiality owed to us in relation to the 
information the subject of this letter. No failure or delay in exercising any right, power or privilege hereunder will operate as a waiver thereof 
nor will any single or partial exercise of any right, power or privilege preclude any further exercise thereof or the exercise of any other right, 
power or privileges hereunder. The terms of this letter and your obligations hereunder may only be amended or modified by written agreement 
between us.  

8. Inside Information You acknowledge that some or all of the Confidential Information is or may be price-sensitive information and that the 
use of such information may be regulated or prohibited by applicable legislation relating to insider dealing and you undertake not to use any 
Confidential Information for any unlawful purpose.  

9. Nature of Undertakings The undertakings given by you under this letter are given to us and (without implying any fiduciary obligations on 
our part) are also given for the benefit of [our principal,] the Borrower and each other member of the Group.  

10. Third party rights  

(a) Subject to paragraph 6 and paragraph 9 the terms of this letter may be enforced and relied upon only by you and us and the operation of the 
Contracts (Rights of Third Parties) Act 1999 is excluded.  

(b) Notwithstanding any provisions of this letter, the parties to this letter do not require the consent of any Relevant Person or any member of 
the Group to rescind or vary this letter at any time.  

11. Governing Law and Jurisdiction This letter (including the agreement constituted by your acknowledgement of its terms) shall be governed 
by and construed in accordance with the laws of England and the parties submit to the non-exclusive jurisdiction of the English courts.  

12. Definitions In this letter (including the acknowledgement set out below) terms defined in the Agreement shall, unless the context otherwise 
requires, have the same meaning and:  

"Confidential Information" means any information relating to the Borrower, the Group, the Agreement and/or the Acquisition provided to you 
by us or any of our affiliates or advisers, in whatever form, and includes information given orally and any document, electronic file or any other 
way of representing or recording information which contains or is derived or copied from  
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such information but excludes information that (a) is or becomes public knowledge other than as a direct or indirect result of any breach of this 
letter or (b) is known by you before the date the information is disclosed to you by us or any of our affiliates or advisers or is lawfully obtained 
by you thereafter, other than from a source which is connected with the Group and which, in either case, as far as you are aware, has not been 
obtained in violation of, and is not otherwise subject to, any obligation of confidentiality;  

"Group" means the Borrower and each of its holding companies and subsidiaries and each subsidiary of each of its holding companies (as each 
such term is defined in the Companies Act 1985);  

"Permitted Purpose" means [subject to the terms of this letter, passing on information to a prospective purchaser for the purpose of] considering 
and evaluating whether to enter into the Acquisition; and  

"Purchaser Group" means you, each of your holding companies and subsidiaries and each subsidiary of each of your holding companies (as 
each such term is defined in the Companies Act 1985).  

Please acknowledge your agreement to the above by signing and returning the enclosed copy.  

Yours faithfully  

...................................  

For and on behalf of  

[Seller/Seller's agent/broker]  

To: [Seller]  
[Seller's agent/broker] The Borrower and each other member of the Group  

We acknowledge and agree to the above:  

...................................  

For and on behalf of  
[Potential Purchaser/Purchaser's agent/broker]  
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SCHEDULE 10  
TIMETABLES  
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                                                Loa ns in euro   Loans in sterling   Loans in other  
                                                   dollars                          currencies 
Agent notifies the Parent if a currency is           --                --                 U-4 
approved as an Optional Currency in 
accordance with Clause 4.3 (Conditions 
relating to Optional Currencies) 
 
Delivery of a duly completed Utilisation             U-3               U-1                U-3 
Request (Clause 5.1 (Delivery of a 
Utilisation Request) or a Selection                9.30am            9.30am             9.30am 
Notice (Clause 10.1 (Selection of 
Interest Periods)) 
 
Agent determines (in relation to a                   U-3               U-1                U-3 
Utilisation) the Base Currency Amount 
of the Loan, if required under Clause              11.00am           11.00am            11.00am 
5.4 (Lenders' participation) 
 
Agent notifies the Lenders of the Loan               U-3               U-1                U-3 
in accordance with Clause 5.4 (Lenders' 
participation)                                     3.00pm            3.00pm             3.00pm 
 
Agent receives a notification from a                 U-3               U-1                U-3 
Lender under Clause 6.2 (Unavailability 
of a currency)                                     5.00pm            5.00pm             5.00pm 
 
 
Agent gives notice in accordance with                U-2               U                  U-2 
Clause 6.2 (Unavailability of a 
currency)                                          9.30am            9.30am             9.30am 
 
Agent determines amount of the Loan in               U-3               U                  U-3 
Optional Currency in accordance with 
Clause 6.3 (Change of currency)                     noon              noon               noon 



 

"U" = date of utilisation  

"U - X" = X Business Days prior to date of utilisation  
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LIBOR is fixed               Quotation Day as of      Quotation Day         Quotation Day as of 11:00  
                             11:00 a.m. London        as of 11:00 a.m.      a.m. 
                             time in respect of 
                             LIBOR 



SIGNATURES  

THE PARENT  

OCTEL CORP.  

 

THE ORIGINAL BORROWERS  

THE ASSOCIATED OCTEL COMPANY LIMITED  

 

OCTEL PETROLEUM SPECIALTIES LIMITED  

 

OCTEL DEVELOPMENTS PLC  
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By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  



 

THE ORIGINAL GUARANTORS  

THE ASSOCIATED OCTEL COMPANY LIMITED  

 

OCTEL PETROLEUM SPECIALTIES LIMITED  

 

OCTEL DEVELOPMENTS PLC  
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By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  



OCTEL CORP.  

 

OBOADLER COMPANY LIMITED  

 

OCTEL TRADING LIMITED  

 

OCTAVISION LIMITED  

 

OCTEL INTERNATIONAL LIMITED  
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By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  



 

ALCOR CHEMIE VERTRIEBS GMBH  

 

ASSOCIATED OCTEL COMPANY (PLANT) LIMITED  

 

OCTEL AMERICA INC  
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By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
 
Address:          CH-6340 BAAR 
                  Ruessenstrasse 16-18  
                  Switzerland 
 
Fax:              00 41 1 761 1575 

By: 
 
Address:          Global House 
                  Bailey Lane 
                  Manchester 
                  M90 4AA 
 
Fax:              0161 498 1898  

By: 
Address:          200 Executive Drive  
                  Newark 
                  DE 19702, USA 
 
Fax:              001 302 451 1380 



THE MANDATED LEAD ARRANGER  

BARCLAYS CAPITAL  

By:  

THE JOINT ARRANGERS  

BAYERISCHE LANDESBANK GIROZENTRALE  
LONDON BRANCH  

By:  

LLOYDS TSB BANK plc  

By:  

THE AGENT AND SECURITY AGENT  

BARCLAYS BANK PLC  

 

THE LENDERS  

BARCLAYS BANK PLC  

 

BAYERISCHE LANDESBANK GIROZENTRALE  
LONDON BRANCH  
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By: 
 
Address:          5 The North Colonnade 
                  Canary Wharf 
                  London E14 4BB 
 
Fax:              020 7773 4893 
 
Attention:        Agency - Frank Rogers/Craig Evans  

By: 
 
Address:          5 The North Colonnade  
                  Canary Wharf 
                  London E14 4BB 



 

LLOYDS TSB BANK plc  
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By: 
 
Address:          13/14 Appold Street 
                  London EC2A 2NB 
 
Telephone:        020 7955 5126 or 5127  
 
Fax:              020 7955 5173 
 
Attention:        Loan Administration 

By: 
 
Address:          Loans Administration Department  
                  2nd Floor 
                  Wine Street 
                  Bristol 
                  BS1 2AN 
 
Telephone:        0117 923 3476 
 
Fax:              0117 923 3367 
 
Attention:        Ann Brock, Assistant Manager 



EXHIBIT 12.1 - STATEMENT REGARDING COMPUTATION OF F INANCIAL RATIOS  

(Dollars in millions)  

 

* Extraordinary item  

                                                 20 01         2000         1999         1998         1 997 
 
1.  NET INCOME AS A PERCENT TO SALES 
 
     A Net Income before EI*                     $1 6.9        $18.3        $42.6        $70.4       $1 17.7 
     B Net Sales                                $42 0.9       $422.4       $516.8       $465.0       $5 39.1 
 
     A % of B                                      4.0%         4.3%         8.2%        15.1%        21.8%  
 
2.  EFFECTIVE INCOME TAX RATE 
 
     C Income Taxes excluding EI*                $1 9.8        $17.4        $32.7        $41.5        $ 56.7 
     D Income before Income Taxes and EI*        $3 6.7        $35.7        $75.3       $111.9       $1 74.4 
 
     C % of D                                     5 4.0%        48.8%        43.4%        37.1%        32.5%  
 
3.  CURRENT RATIO 
 
     E Current Assets                           $23 8.3       $188.5       $255.8       $240.9       $2 82.7 
     F Current Liabilities                      $25 5.3       $131.3       $206.8       $205.2       $1 02.8 
 
     E : F                                         0.9          1.4          1.2          1.2          2.7 
 
4.  EBITDA 
 
    Operating income                             $5 9.3        $58.7        $92.3       $134.9       $1 94.7 
    Other expenses                                ( 1.5)        (0.1)        (2.6)        (3.8)        (5.6)  
    Other income                                   0.6          1.5          9.5          3.3          7.9 
                                              ----- ---     --------     --------     --------     ---- ---- 
                                                  5 8.4         60.1         99.2        134.4        1 97.0 
    Add back depreciation and 
    amortization                                  8 7.2         80.2         68.4         59.7         46.8 
                                              ----- ---     --------     --------     --------     ---- ---- 
                                                $14 5.6       $140.3       $167.6       $194.1       $2 43.8 
                                              ----- ---     --------     --------     --------     ---- ---- 



EXHIBIT 13.1  

OCTEL CORP. 2001 AR In 2000, our company employed people in nine countries around the world.  



[GRAPHIC MAP OF THE WORLD OMITTED]  

By the end of 2001, the Octel family had expanded to embrace 23 nations and four continents.  

[GRAPHIC MAP OF THE WORLD OMITTED]  



OCTEL IS GOING PLACES.  



WE ARE TRANSFORMING OURSELVES  
INTO A SPECIALTY CHEMICALS COMPANY...  

EXPANDING TO ALL CORNERS  
OF THE PLANET...  

REACHING OUT FROM A LIMITED MARKET  
AND PRODUCT BASE TOWARDS  
DIVERSIFIED MARKET OPPORTUNITIES.  

ADD TO THIS OUR COMMITMENT  
TO EMPLOYEE INVOLVEMENT  
AND CUSTOMER FOCUS, AND YOU CAN SEE  
HOW FAR OCTEL HAS COME IN A SHORT TIME.  

02 GOING PLACES OCTEL CORP. 2001 AR  



WHERE IS OCTEL?  

OCTEL CORP. 2001 AR GOING PLACES 03  



WE'RE RIDING A WAVE...  

PETROLEUM SPECIALTIES  

IN MARINE, POWER, AND HEATING FUEL OILS, WE'RE RIDI NG THE CREST OF A GLOBAL WAVE... ON A RISING TIDE 
OF PROFITABLE GROWTH.  

A series of small, successful, international acquisitions has intensified our leadership in the heavy and light fuel oil additive markets. Octel's 
acquisition of companies such as Gamlen, Bycosin, and the CP Group complements our existing interests; broadens our geographic reach, 
customer base, and product range; and positions us at the forefront of the international fuel oil additives sector. The breadth and depth of our 
technology and product portfolio afford us the strength we need to solve our customers' problems.  

[GRAPHIC OMITTED]  
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o PRODUCING UNIQUE FUEL ADDITIVES  

o BEING KINDER BOTH TO ENGINES AND THE ENVIRONMENT  

o SOLVING HEAVY AND LIGHT FUEL OIL PROBLEMS  

[GRAPHIC OMITTED]  

OCTEL CORP. 2001 AR GOING PLACES 05  



o FORMULATING CUSTOM SOLUTIONS TO MEET CUSTOMER NEEDS  

o PROVIDING FOAM CONTROL AGENTS AND MORE, FOR A WIDE RANGE OF MARKETS  

o BROADENING OPPORTUNITIES THROUGH ACQUISITIONS OF HI-MAR AND PROCHEM  

o INTENSIFYING RESEARCH AND DEVELOPMENT FOR PERFORMANCE SPECIALTIES  

[GRAPHIC OMITTED]  
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IN YOUR LIFE...  
PERFORMANCE CHEMICALS  

OUR NEW PERFORMANCE CHEMICALS PRODUCTS HAVE OPENED DOORS  
TO A DIVERSE RANGE OF MARKETING OPPORTUNITIES.  

Today we're in industries such as personal care, photography, household and institutional cleaning, paint, inks and adhesives, pulp and paper, 
waste water and effluent treatment, metal working, textiles, printing, and food processing. But whatever industry we're in, all new products are 
linked inextricably to our ever-increasing environmental awareness.  

o That's why Octaquest(R) -- a potent chelating agent that's phosphorus-free and biodegradable -- is at the heart of our performance and process 
additive products. Octaquest(R) technology is used in a host of new personal care prod- ucts under the Octacare(R) brand. Further innovations 
and market expansions occurred through the launch of Octaquest(R) A65 and FN, two new performance-enhancing products. And the 
OctachemTM brand covers several new specialty surfactants, all of which have achieved early acceptance based on their unique combinations 
of quality and performance improvement over existing technologies.  

[GRAPHIC OMITTED]  
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UNDER THE HOOD...  
HEALTHIER ENGINES  

CLEANER AIR! THAT'S THE BATTLE CRY HEARD AROUND THE WORLD FROM BUSINESS AND INDUSTRY, CUSTOMERS 
AND CONSUMERS, ENVIRONMENTALISTS AND LEGISLATORS ALIKE.  
Octel's petroleum specialties business balances environmental responsibility with customers' needs for competitive market advantage. Our DPF 
additives are used with diesel particulate filters on a variety of vehicles around the world, from London's taxis and Germany's heavy-duty diesel 
vehicles to buses in Tokyo, Tehran, Delhi, and Paris. Five-year vehicle-testing trials are almost complete. Our broad range of diesel and 
gasoline performance additives -- from O2DieselTM to Octel OctimaxTM, Valvemaster(R) and PLUTOcen(R) -- also has the potential to fuel 
customer profit while meeting global emission regulations. Pending various global legislative approvals, you will find Octel under plenty of 
hoods...but you won't find us in the air you breathe.  

[GRAPHIC OMITTED]  
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o ENABLING COST-EFFECTIVE VEHICLE RETROFITTING  

o OUTPERFORMING THE COMPETITION  

o DRIVING VEHICLE MANUFACTURERS TO NEW TECHNOLOGIES  

o REDUCING HARMFUL EMISSIONS  

[GRAPHIC OMITTED]  
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o MANUFACTURING 
  NEXT-GENERATION 
  ADDITIVES, EFFECTIVE  
  AND SAFE 



o PROVIDING TURNKEY SOLUTIONS FOR ALL TEL TRANSPORTATION AND MATERIAL HANDLING PROBLEMS  

o EXTENDING PRODUCT STEWARDSHIP FROM INCEPTION TO DECOMMISSIONING  

o PLAYING A LEADING ROLE IN THE WORLD CLEAN-UP EFFORT  

o ENSURING RAPID AND SAFE RESPONSE  

[GRAPHIC OMITTED]  
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CLEARING THE AIR...  
STEWARDSHIP  

WE PUT ENVIRONMENTAL HEALTH AND SAFETY FIRST. OUR P RIORITY IS  
TO PROTECT THE HEALTH OF EVERYONE-- ONSITE PERSONNE L, LOCAL COMMUNITIES,  

CUSTOMERS AND USERS OF OUR PRODUCTS.  

During the international run-down of leaded fuel, we continue to service our remaining customers responsibly. We ensure they have a reliable 
and secure source of supply until they are able to make a safe and planned transition to unleaded fuels. Meanwhile, we take product 
stewardship very seriously. That's why, in addition to our work on DPFs and other emission-improving technologies, we have formed Octel 
Environmental, providing safe and efficient remediation services for plants handling Tetra Ethyl Lead (TEL) and other highly hazardous 
materials. Wherever there is a need to decommission, decontaminate, and dispose of TEL manufacturing facilities, equipment, and waste, Octel 
Environmental's global team of experts is always available.  

[GRAPHIC OMITTED]  
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ON THE DOTTED LINE...  

GROWTH  

IN 2001, OCTEL ACQUIRED SEVEN COMPANIES, AND ESTABL ISHED JOINT VENTURES WITH TWO.  

When technology platforms are as inventive and proprietary as ours, acquisitions and joint ventures are a great way to take us forward. Our 
acquisitions of Gamlen, Bycosin, and the CP companies have led to profitable growth in the heavy and light fuel market areas. Acquisitions of 
Hi-Mar, ProChem and Manhoko have aligned us intimately with specialty chemical businesses whose products and capabilities are consistent 
with our strategic markets. As the petroleum specialties market becomes deregulated in India, the new "free trade" arena also offers exceptional 
opportunities. Our pioneering joint venture with Dorf Ketal, a local Indian service provider, situates us well for high expected growth potential 
in a growing local and regional domain. Combining forces in these ways has allowed us to intensify industry penetration across the spectrum, 
increase our ability to provide more and better custom formulations, and improve customer service. In the same way our joint venture with 
Chemay in South Africa opens new and exciting markets for us.  

[GRAPHIC OMITTED]  
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o FOCUSING ON STRATEGIC MARKETS  

o GLOBALIZING OUR CUSTOMER BASE  

o AUGMENTING OUR PRODUCT OFFERINGS  

o EXPANDING OUR GEOGRAPHIC REACH  

[GRAPHIC OMITTED]  
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o GATHERING MOMENTUM ON THE INTERNATIONAL STAGE  

o FOCUSING ON KEY ISSUES  

o BLENDING UNIQUE SKILLS WITH UNITED GOALS  

[GRAPHIC OMITTED]  
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WIDENING THE CIRCLE...  

PEOPLE  

WHATEVER WE DO -- AND IN WHICHEVER LANGUAGE WE DO I T -- ALL OCTEL  
EMPLOYEES SHARE A COMMON VISION AND A COMMON GOAL: ONE COMPANY, ONE CULTURE.  

 
While our various global acquisitions have opened up an enormous new world of opportunity, the act of widening our business circle also 
carries a wealth of cultural and business challenges. We are meeting these new demands with intelligence, sensitivity, and clear-eyed 
leadership. Our mix of old and new employees makes for an exciting collaboration among colleagues, and forms a global team of natural 
leaders. Our 18-month corporate program will ensure support for cultural integration. We know people are our greatest resource...and the 
fruitful synthesis of different styles and ideas is one of our strongest assets. We have everything it takes to greet tomorrow with conviction, 
concentration, and confidence.  

[GRAPHIC OMMITTED]  
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AND IN YOUR FUTURE.  

LEADERSHIP  

OUR CURRENT SUCCESS IS TESTAMENT TO THE POWER OF CORPORATE REINVENTION -- AND GOES TO SHOW 
THAT ACTION IS AS IMPORTANT AS INTENTION.  

2001 marks the penultimate year of an ambitious five-year growth and transformation plan that has radically changed -- and continues to 
influence -- the way Octel is doing business. A look ahead shows the Lead Alkyls business continuing to meet the challenges of the declining 
market with a planned strategic approach. Petroleum Specialties and Performance Chemicals are taking center stage, while cost management 
will continue to be enacted efficiently by our strong corps of worldwide employees. As for the environmental future, we are ready with safe, 
sensitive, and cost-effective solutions to help it flourish. In short, leadership -- in markets, in customer satisfaction, and in the hearts and minds 
of our people -- will undoubtedly be the path to our future success.  

[GRAPHIC OMMITTED]  
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o COMBINING SKILL, VISION, AND DETERMINATION  

o MEETING THE CHALLENGES OF EXCELLENCE  

o KEEPING OUR EYES FIRMLY ON THE ROAD AHEAD  

[GRAPHIC OMITTED]  
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LETTER TO SHAREHOLDERS  

Dear Shareholders 2001 has been an exciting year for us. All our business units have contributed extremely positively in their own way towards 
creating a successful future for our company. All are working towards our consistent goal:  
to reinvent ourselves as a profitable, successful specialty chemical company. We are proud to boast several key acquisitions, alliances, and joint 
ventures this year, welcoming new colleagues and partners into the Octel global family.  

Petroleum Specialties has shown strong organic growth, supplemented by small strategic acquisitions to create a market leadership position in 
fuel oil additives. The business has expanded its global spread, restructuring on a market-focus basis. Performance Chemicals, growing from a 
smaller base, is a couple of years behind Petroleum Specialties, but is making good progress with its core technologies and is successfully 
targeting new markets. We could not have achieved any of this without the excellent performance from Lead Alkyls in the face of the declining 
and difficult TEL market.  

The successful refinancing of the company's debt in the fourth quarter, despite difficult financial market conditions, allowed us to redeem our 
high-yield bonds and reduce our future interest costs.  
While we have exported our products globally for many years, we employed people only in nine countries until this year. Now we have Octel 
colleagues in 23 countries in the world and recognize how much these new cultures can bring to the company. Our leadership program 
continues to guide this cultural mix and ensure every employee is encouraged to contribute fully to the company's performance.  
It has been encouraging to see our efforts are being evidenced in our financial position. We have exceeded market expectations this year and 
we are still firmly on track with our stated strategy. The appreciation of our share price in 2001 is an indication of confidence in our ability to 
add shareholder value.  
Against the background of a difficult and uncertain world economy, we cannot always be sure what challenges the coming year will bring. 
However, we firmly believe that we have the right people and the right strategy to face these challenges with enthusiasm and optimism.  

Sincerely,  
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/s/ Dennis J. Kerrison                         /s/ Dr. Robert E. Bew 
DENNIS J. KERRISON                             DR. ROBERT E. BEW 
President and Chief Executive Officer          Chairman 



FINANCIAL HIGHLIGHTS  

 

Accounts details prior to the "spin-off" (May 22, 1998) are derived from GLCC historic data.  

OCTEL CORP. 2001 AR GOING PLACES 19  

(dollar amounts in millions except per 
share figures)                                  200 1           2000           1999           1998           1997 
--------------------------------------------------- --------------------------------------------------- -------------  
SUMMARY OF EARNINGS 
 Net sales                                   $    4 20.9     $    422.4     $    516.8     $    465.0     $    539.1  
 Operating income                                  59.3           58.7           92.3          134.9          194.7  
 Income before income taxes and minority           40.9           39.3           77.2          111.9          198.7  
 Minority interest                                  4.2            3.6            1.9             --           24.3  
 Income taxes                                      19.8           17.4           32.7           41.5           56.7  
 Net income (before extraordinary item)            16.9           18.3           42.6           70.4          117.7  
 Extraordinary item (net of taxes)                 11.3             --             --             --             --  
 EBITDA                                           1 45.6          140.2          167.6          194.1          243.8  
 Cash generated by operating activities            90.0          134.0          108.7          238.3          167.5  
 
FINANCIAL POSITION AT YEAR END 
 Working capital                                   68.1           87.2          129.0          106.7          179.9  
 Total assets                                     7 88.7          700.8          849.5          806.7          832.9  
 Long-term debt (including current                2 31.0          210.0          313.3          300.8             --  
 portion) 
 GLCC investment                                     --             --             --             --          652.8  
 Stockholders' equity                             2 90.4          295.6          313.9          301.1             --  
 
FINANCIAL RATIOS 
 Net income as a percent to sales                   4.0            4.3            8.2           15.1           21.8  
 Effective income tax rate                         54.0           48.8           43.4           37.1           32.5  
 Current ratio                                      0.9            1.4            1.2            1.2            2.7  
SHARE DATA 
 Earnings per share 
  --Basic                                          1.43           1.46           3.08           4.85           7.84  
  --Fully diluted                                  1.35           1.41           3.05           4.85           7.84  
 EBITDA per share 
  --Basic                                         1 2.38          11.14          12.12          13.37          16.25  
  --Fully diluted                                 1 1.65          10.78          11.99          13.37          16.25  
 Shares outstanding (basic, thousands) 
  --At year end                                  11 ,750         11,907         13,451         13,934         15,000  
  --Average during year                          11 ,764         12,581         13,827         14,514         15,000  
 Stock price--High                                 19.2           12.9           15.3           22.7             --  
            --Low                                  11.4            7.8            9.7           11.6             --  
            --At year end                            18           11.5           10.4           13.9             --  
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MANAGEMENT'S DISCUSSION AND ANALYSIS  
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS  

OVERVIEW  

The following discussion is based upon the separate financial statements of the Company, which present the Company's results of operations, 
financial position and cash flows. Some of the information presented in the following discussion constitutes forward-looking comments within 
the meaning of the Private Litigation Reform Act of 1995. Although the Company believes its expectations are based on reasonable 
assumptions within the bounds of its knowledge of its business and operations, there can be no assurance that actual results will not differ 
materially from its expectations. Factors which could cause actual results to differ from expectations include, without limitation, the timing of 
orders received from customers, the gain or loss of significant customers, competition from other manufacturers and changes in the demand for 
the Company's products, including the rate of decline in demand for TEL. In addition, increases in the cost of product, changes in the market in 
general and significant changes in new product introduction could result in actual results varying from expectations.  
The Company has three businesses for management purposes -- Lead Alkyls (TEL), Petroleum Specialties and Performance Chemicals. 
Because of operational similarities, Petroleum Specialties and Performance Chemicals have been aggregated for reporting purposes as the 
Specialty Chemicals business segment. The Company's strategy is to maximize cash generation from the declining TEL business by 
consolidating the Company's place in the market and by rigorous management of the cost base. Funds generated by the TEL business will be 
used to pay down debt but will also be invested in growing the Specialty Chemicals business. Such investments will stimulate organic growth 
in existing areas and/or expand those areas through the acquisition of new businesses.  
The TEL market has been in decline for a number of years and the Company expects this trend to continue in the future. As the world market 
has declined, the Company has been reducing its cost base to sustain margins. Production ceased in France and Italy in 1996, and the plant at 
Doberitz, Germany, is expected to close in March 2002. The sole remaining TEL manufacturing capability will then be at Ellesmere Port in the 
United Kingdom, where two of the three plants on the site have already ceased production. The Company will continue to downsize its 
manufacturing and operating cost base and restructure its operations as the TEL market continues to decline.  
There has been significant activity in the Specialty Chemicals business during the year. There have been a number of acquisitions during fiscal 
2001 that have already made a significant contribution to the business, and the Company expects further synergies to arise from the integration 
process over the next 18 months.  
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RECENT DEVELOPMENTS  

The Specialty Chemicals business made seven acquisitions during fiscal 2001:  

o On March 5, the Gamlen group of companies, headquartered in France and with operations in Spain and Italy, was acquired from the 
MacDermid group.  

o On April 9, the Company acquired the remaining 80% of Hi-Mar Specialties Inc., based in Atlanta and Milwaukee. The initial 20% was 
acquired in 1999.  

o On May 14, a majority interest in Manhoko Limited was acquired. Manhoko is headquartered in Hong Kong.  

o On June 7, the Company acquired CP Manufacturing BV and CP 3500 International Limited. The group is headquartered in Holland.  

o On June 19, the Bycosin AB group, headquartered in Sweden, was acquired.  

o On August 15, the Company acquired ProChem Chemicals Inc., which is based in North Carolina.  

The principal developments in the TEL business relate to a long-term agreement for exclusive rights to market and sell TEL sourced from 
Russia in certain areas of the world, excluding primarily the United States of America and Russia. A marketing, supply and service agreement 
was signed, effective July 1, 2001, between Veritel Chemicals BV, a Dutch company that has an exclusive distribution agreement for Russian 
product, and NOOFOT GmbH, a Swiss subsidiary of Octel. Under the agreement, in addition to an agreed purchase price for TEL, NOOFOT 
would pay Veritel $90 million over six years as marketing fees. The agreement also included revised terms in the event of a permanent 
interruption to the supply of TEL from Russia. Under a separate agreement, Ethyl Corp. will participate in this area of activity as it already 
does in others, with a 32% share in the Company's payments and net proceeds under the new agreement.  
At the end of December 2001, Veritel formally notified the Company of a permanent interruption in its source of supply due to the impending 
closure of the Russian plant with effect from January 1, 2002. This triggered the revised terms of the agreement whereby the Company is 
required to pay Veritel $70 million in staged payments depending on specific criteria being met. An amount of $10 million was paid in 
December 2001 and the Company expects to pay the remaining $60 million in 2002. The Company's share of the total payment is $50.5 
million, with the balance being met by Ethyl. No other purchases or payments are due to Veritel under the agreement.  
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Two further closures in the TEL operations have been agreed upon during the fourth quarter of 2001. The TEL manufacturing plant at 
Doberitz, in Germany, will close in March 2002, and the Chlorine manufacturing plant at Ellesmere Port will close in December 2002. All 
relevant provisions for severance and asset impairment have been made as at December 31, 2001.  
On October 29, 2001, the Company concluded a $250 million senior debt refinancing package that was successfully syndicated on December 
21, 2001. The Company repaid $45 million representing the balance of the previous senior debt and on December 6, 2001 redeemed the $150 
million 10% Senior Notes.  

RESULTS OF OPERATIONS-- FISCAL 2001 COMPARED TO FISCAL 2000  
The results of operations for fiscal 2001 and 2000 are analyzed by business unit in the following table:  
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                                                                      Increase/ 
(dollars in millions)           2001                    2000          (Decrease)  
--------------------------------------------------- -----------------------------  
NET SALES: 
TEL                     $265.0         63%      $30 0.6         71%       (12%) 
Specialty Chemicals      155.9         37%       12 1.8         29%        28% 
                        --------------------------- --------------- 
                        $420.9        100%      $42 2.4        100%         0% 
                        --------------------------- --------------- 
 
GROSS PROFIT: 
TEL                     $126.3         70%      $12 9.1         78%        (2%) 
Specialty Chemicals       54.4         30%        3 5.7         22%        52% 
                        --------------------------- --------------- 
                        $180.7        100%      $16 4.8        100%        10% 
                        --------------------------- --------------- 
 
OPERATING INCOME: 
TEL                     $ 60.6        102%      $ 5 8.6        100%         3% 
Specialty Chemicals       13.2         22%        1 1.3         19%        17% 
Corporate                (14.5)       (24%)      (1 1.2)       (19%)      (30%) 
                        --------------------------- --------------- 
                        $ 59.3        100%      $ 5 8.7        100%         1% 
                        --------------------------- --------------- 



Annual TEL sales revenues fell by 12% compared with the prior year, mainly due to volume reductions of 17% reflecting the continuing 
decline in the world market. Gross profit was 48% of net sales compared with 43% in fiscal 2000. This reflects the benefits accruing from prior 
year cost reduction exercises as well as selective sales price increases. Cost of goods sold in 2001 includes severance and remediation charges 
of $12.3 million (2000 - $9.4 million) and an accelerated depreciation charge of $6.8 million relating to the UK Chlorine plant (2000 - nil).  
Specialty Chemicals sales showed an increase of 28% over the prior year, and gross profit was 35% of net sales compared with 29% in fiscal 
2000. While there has been organic growth in this area, the new acquisitions made during the current year have had a significant impact on both 
sales and margins.  
Sales, general and administrative costs have increased by $16.1 million to $57.6 million. Over 70% of this increase arises from costs in the 
newly acquired companies. Amortization costs have decreased from $61.5 million to $58.7 million, the charge on new acquisitions being more 
than offset by a reduction due to goodwill becoming fully written down at the end of fiscal 2000. Interest expense has reduced by $3.3 million 
due to the debt repayment profile.  
The effective tax rate for 2001 is 54% of pre-tax income compared with 49% in fiscal 2000, the net effect of a higher average foreign tax rate 
and lower amortization.  
An extraordinary expense of $11.3 million has been recorded in 2001 in relation to the early redemption of debt as part of the refinancing 
exercise. The expense comprises:  
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(dollars in millions) 
--------------------------------------------------- ---------------------------- 
Make-whole premium on Senior Notes                                      $  10.6 
Write-off of unamortized finance costs                                      6.5 
                                                                        ------- 
                                                                           17.1 
Less attributable taxation                                                 (5.8)  
                                                                        ------- 
                                                                        $  11.3 
                                                                        ======= 



RESULTS OF OPERATIONS -- FISCAL 2000 COMPARED TO FISCAL 1999  
The results of operations for fiscal 2000 and 1999 are analyzed by business unit in the following table:  

 

TEL sales revenues fell by 24% compared with the prior year. The overall decline in the market was some 25%, but this was offset by the 
inclusion of a full year of OBOAdler's trading results compared with two months following its acquisition in November 1999. Cost reduction 
programs continued to be implemented and gross margin as a percentage of net sales was 43% compared with 39% in the prior year.  
Specialty Chemicals sales were 1% above 1999 levels, despite lower prices in the detergent additive business. Gross margin improved from 
28% to 29% of net sales, and operating income improved from 7% to 9% of sales.  
Sales, general and administrative costs reduced by 8% to $41.5 million, reflecting the impact of cost-cutting programs. Amortization increased 
by $12.6 million to $61.5 million, mainly because of a full-year charge in 2000 of the goodwill and intangible asset arising from the OBOAdler 
acquisition in November 1999. Interest expense fell by $3.0 million to $22.9 million, reflecting the repayment of $103.3 million of debt during 
the year.  
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                                                                      Increase/ 
(dollars in millions)           2000                     1999         (Decrease)  
--------------------------------------------------- -----------------------------  
NET SALES: 
TEL                     $300.6         71%      $39 6.1         77%       (24%) 
Specialty Chemicals      121.8         29%       12 0.7         23%         1% 
                        --------------------------- -------------- 
                        $422.4        100%      $51 6.8        100%       (18%) 
                        --------------------------- -------------- 
 
GROSS PROFIT: 
TEL                     $129.1         78%      $15 5.5         82%       (17%) 
Specialty Chemicals       35.7         22%        3 4.5         18%         3% 
                        --------------------------- -------------- 
                        $164.8        100%      $19 0.0        100%       (13%) 
                        --------------------------- -------------- 
 
OPERATING INCOME: 
TEL                     $ 58.6        100%      $ 9 1.7         99%       (36%) 
Specialty Chemicals       11.3         19%         8.8         10%        28% 
Corporate                (11.2)       (19%)       ( 8.2)        (9%)      (36%) 
                        --------------------------- -------------- 
                        $ 58.7        100%      $ 9 2.3        100%       (36%) 
                        --------------------------- -------------- 



The effective tax rate for the year was 49% compared to 43% in 1999. The effect of the OBOAdler acquisition was to reduce the overall tax 
rate but to generate disallowable goodwill amortization, which more than offset this.  

LIQUIDITY AND FINANCIAL CONDITION  

Cash provided by operating activities was $90.0 million in 2001 compared with $134.0 million in 2000. EBITDA increased from $140.2 
million to $145.6 million. The principal difference between the two years arose in relation to Ethyl, where $38.6 million deferred income was 
received as a one-time inflow in fiscal 2000. Movements in accounts receivable and accounts payable and accrued expenses included the $22.4 
million receivable from Ethyl and the $60.0 million payable in connection with Veritel's claims under the permanent source interruption terms 
of the sales and marketing agreement.  
Investing activities mainly related to the $59.1 million of acquisitions in the year, but included payments made to Veritel (net of related 
amounts recoverable from Ethyl) of $9.5 million.  
Financing activities related mainly to the receipt in December of $210.0 million new senior debt which was used to redeem the $150.0 million 
Senior Notes and the residual $45.0 million of senior debt ($15.0 million having been repaid in the second quarter, 2001). The receipt of $20.0 
million of short-term credit was the draw-down during 2001 under revolving credit facilities. At December 31, 2001, a further $20.0 million 
remained available under the facility.  
Refinancing costs of $16.7 million in the year relate to the make-whole payment of $10.6 million to the bond- holders on redemption of the 
Senior Notes and $6.1 million of costs incurred on the refinancing exercise itself.  

MARKET RISK  

Over half of the Company's sales are in US dollars. Foreign currency sales, primarily in UK pounds sterling, offset most of the Company's 
costs, which are also in UK pounds sterling. To the extent required by the Company, US dollars are sold forward to cover local currency needs. 
Considering the Company's operating profile, a hypothetical 5% change in the value of the US dollar relative to every currency in which the 
Company's sales are denominated would change net income and cash flows by approximately $2.8 million and $0.5 million, respectively.  
Interest swaps are used to manage interest rate exposure and, under the terms of the new refinancing agreements, half of the $210 million 
variable rate senior debt has been the subject of swap agreements. As of December 31, 2001, the Company had cash and cash equivalents of 
$43 million and long-term debt of $231 million. A hypothetical change of 1% in interest rates on these balances for a one-year period would 
change net income and cash flows by $0.5 million.  
The above does not consider the effect of interest or exchange rate changes on overall activity, nor management action to further mitigate such 
changes.  
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ENVIRONMENTAL MATTERS AND PLANT CLOSURES  

The Company is subject to laws, regulations and legal requirements relating to the use, storage, handling, generation, transportation, emission, 
discharge, disposal and remediation of, and exposure to, hazardous and non-hazardous substances and wastes (Environmental Laws) in all of 
the countries in which it does business. Under certain Environmental Laws, the Company is responsible for the remediation of hazardous 
substances or wastes at currently or formerly owned or operated properties.  
Most of the manufacturing operations of the Company have been conducted outside the United States and, therefore, any liability of the 
Company pertaining to the investigation and remediation of contaminated properties is likely to be determined under non-US law.  
Management evaluates costs for remediation, decontamination and demolition projects on a regular basis. Full provision is made for those costs 
to which the Company is committed under Environmental Laws. Total estimated future costs at December 31, 2001 were $58.7 million, of 
which $26.3 million were deemed to be either capital (rather than revenue) in nature or at management's discretion. Full provision has been 
made for the committed costs of $32.4 million. Expenditure against provisions was $5.9 million, $5.4 million and $9.3 million in the years 
2001, 2000 and 1999, respectively.  
The Company has also incurred personnel severance costs in relation to the management of the decline in TEL markets. Total severance 
expenditure was $3.5 million, $21.6 million and $17.0 million in the years 2001, 2000 and 1999, respectively. Provision is made for severance 
costs to which the Company is committed. The provision at December 31, 2001 was $7.1 million, which related mainly to the German plant 
closure.  

INFLATION  

Inflation has not been a significant factor for the Company over the last several years. Management believes that inflation will continue to be 
moderate over the next several years.  

CRITICAL ACCOUNTING POLICIES  

The key accounting policies of the Company are set out in Note 1 on the Consolidated Financial Statements. The two critical accounting 
policies, those which involve complex or subjective assessments, relate to environmental liabilities and to goodwill and intangible assets. Octel 
records environmental liabilities when they are probable and the costs can be estimated reasonably. This involves anticipating future costs and, 
although estimates are adjusted  
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in the light of actual experience, actual costs may differ from those accrued, which will impact both results of operations and cash flows. 
Potential costs of $24.9 million relate to vacating Ellesmere Port site. Octel has no present intention to vacate the site and intends to continue 
manufacturing other products when TEL production ceases. These costs are therefore viewed as a contingent liability and no provision is made 
for them. The Company reviews regularly the carrying value of goodwill and intangible assets with reference to future income and cash flows 
from the underlying assets. Any adverse variation between actual results and projections could result in an impairment charge.  

FUTURE OUTLOOK  

The future outlook reflects the dichotomy between the growing Specialty Chemicals and the declining TEL business segments. In the last three 
years, Specialty Chemicals net sales have increased from 18% to 37% of the Company's total, and its share of gross profit has grown from 8% 
to 30%. The Company expects Specialty Chemicals to continue to grow in importance in the overall Company results.  
The TEL market has been in decline since the 1970s, and this trend is expected to continue. Given specific uncertainties in the Middle East, 
world market decline in 2002 could be as much as 25%. The impact of this decline on the Company's sales will be mitigated by additional sales 
volume resulting from the permanent source interruption and by selective price increases. Although the Company is obliged to pay Veritel $60 
million gross (including $19.2 million recoverable from Ethyl), the Company expects increased trading activity, which will make the overall 
effect of this agreement earnings positive in 2002. The Company will continue to respond to market decline through restructuring operations, 
including the planned closure of the Doberitz plant in 2002. Cost-control initiatives in prior years have delivered benefits in the current year, 
and the Company will continue to focus on these.  
The Specialty Chemicals business has benefited from significant acquisition activity in 2001. The seven new businesses acquired in fiscal 
2001, at a cost of $59 million, have increased the geographical coverage of the business and have brought new products and markets. The 
addition of Gamlen, Bycosin and the CP group has intensified the Company's leadership in the heavy and light fuel oil additives market. Hi-
Mar, Manhoko and ProChem have extended the Company's capabilities in strategic Performance Chemicals markets. While the Company 
intends to continue strategic additions in 2002, the next 18 months will see a focus on the integration of the newly acquired companies to 
extract synergies and strengthen the quality of earnings in this area.  
The refinancing of the Company's debt during 2001 has allowed the redemption of $150 million 10% high- yield bonds, which should reduce 
future interest costs significantly. Debt repayments of $65 million are due in 2002, but $20 million revolving credit was available and not 
drawn down at year-end 2001. Operating activities are a key element of cash inflows, and the Company expects the declining TEL business to 
continue to be cash generative.  
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MANAGEMENT'S STATEMENT OF RESPONSIBILITY  
FOR FINANCIAL STATEMENTS  

The management of Octel Corp. is responsible for the preparation and presentation of the accompanying consolidated financial statements and 
all other information in this Annual Report. The financial statements are prepared in accordance with accounting principles generally accepted 
in the United States of America and include amounts that are based on management's informed judgements and estimates.  
The Company maintains accounting systems and internal accounting controls that management believes provide reasonable assurance that the 
Company's financial reporting is reliable, that assets are safeguarded, and that transactions are executed in accordance with proper 
authorization. This internal control structure is supported by the selection and training of qualified personnel and an organizational structure 
that permits the delegation of authority and responsibility. The systems are monitored by an internal audit function that reports its findings to 
management.  
The Company's financial statements have been audited by independent accountants, in accordance with auditing standards generally accepted 
in the United States of America. These standards provide for the review of internal accounting control systems to plan the audit and determine 
auditing procedures and tests of transactions to the extent they deem appropriate.  
The Audit Committee of the Board of Directors, which consists solely of non-employee directors, is responsible for overseeing the functioning 
of the accounting systems and related internal controls and the preparation of annual financial statements. The Audit Committee periodically 
meets with management, internal auditors and the independent auditors to review and evaluate their accounting, auditing and financial 
reporting activities and responsibilities. The independent auditors and internal auditors have full and free access to the Audit Committee 
without management's presence to discuss internal accounting controls, results of their audits and financial reporting matters.  
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/s/ Alan G. Jarvis 
Alan G. Jarvis 
Vice President and 
Chief Financial Officer 



REPORT OF INDEPENDENT ACCOUNTANTS  

To the Board of Directors and Shareholders of Octel Corp.  

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, cash flows and stockholders' 
equity present fairly, in all material respects, the financial position of Octel Corp. and its subsidiaries at December 31, 2001 and 2000, and the 
results of their operations and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with 
accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's 
management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these 
statements in accordance with auditing standards generally accepted in the United States of America which require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion expressed above.  
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/s/ PricewaterhouseCoopers 
PricewaterhouseCoopers 
London, United Kingdom 
February 7, 2002 



CONSOLIDATED STATEMENTS OF INCOME  
(IN MILLIONS, EXCEPT PER SHARE DATA)  

 

The accompanying notes are an integral part of these statements.  
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Years ended December 31                                           2001            2000            1999  
--------------------------------------------------- --------------------------------------------------- --- 
 
Net sales (Note 2)                                             $    420.9      $    422.4      $    51 6.8 
Cost of goods sold                                                  240.2           257.6           32 6.8 
                                                               --------------------------------------- --- 
Gross profit (Note 2)                                               180.7           164.8           19 0.0 
Operating expenses: 
 Selling, general and administrative                                 57.6            41.5            4 4.9 
 Research and development                                             5.1             3.1             3.9 
Amortization of goodwill and intangible assets                       58.7            61.5            4 8.9 
                                                               --------------------------------------- --- 
Total                                                               121.4           106.1            9 7.7 
                                                               --------------------------------------- --- 
 
Operating income (Note 2)                                            59.3            58.7            9 2.3 
Interest expense                                                     19.6            22.9            2 5.9 
Other expenses                                                        1.5             0.1             2.6 
Interest income                                                      (2.1)           (2.1)           ( 3.9)  
Other income                                                         (0.6)           (1.5)           ( 9.5)  
                                                               --------------------------------------- --- 
Income before income taxes and minority interest                     40.9            39.3            7 7.2 
Minority interest                                                     4.2             3.6             1.9 
                                                               --------------------------------------- --- 
Income before income taxes (Note 2)                                  36.7            35.7            7 5.3 
Income taxes (Note 5)                                                19.8            17.4            3 2.7 
                                                               --------------------------------------- --- 
Income after income taxes                                            16.9            18.3            4 2.6 
Extraordinary item, net of income taxes (Note 12)                    11.3              --              -- 
                                                               --------------------------------------- --- 
Net income                                                     $      5.6      $     18.3      $     4 2.6 
                                                               --------------------------------------- --- 
Basic earnings per share (before extraordinary item )           $     1.43      $     1.46      $     3 .08 
                                                               --------------------------------------- --- 
Basic earnings per share (after extraordinary item)             $     0.47      $     1.46      $     3 .08 
                                                               --------------------------------------- --- 
Diluted earnings per share (before extraordinary it em)         $     1.35      $     1.41      $     3 .05 
                                                               --------------------------------------- --- 
Diluted earnings per share (after extraordinary ite m)          $     0.44      $     1.41      $     3 .05 
                                                               --------------------------------------- --- 
Weighted average shares outstanding (in thousands)- - basic         11,764          12,581          13, 827 
                                                  - - diluted       12,501          13,000          13, 979 



CONSOLIDATED BALANCE SHEETS  
(IN MILLIONS)  

 

The accompanying notes are an integral part of these statements.  
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At December 31                                                            2001        2000 
--------------------------------------------------- ---------------------------------------- 
ASSETS 
Current assets 
 Cash and cash equivalents                                               $ 43.0      $ 37.7 
 Accounts receivable (less allowance of $3.2 and $3 .6, respectively)      114.9        92.2 
 Other receivable-- Veritel (Note 8)                                       22.4          -- 
 Inventories 
  Finished goods                                                           32.2        37.9 
  Raw materials and work-in-progress                                       22.8        17.6 
                                                                         ------------------ 
                                                                           55.0        55.5 
 Prepaid expenses                                                           3.0         3.1 
                                                                         ------------------ 
Total current assets                                                      238.3       188.5 
Property, plant and equipment (Note 10)                                    66.9        83.4 
Goodwill (Note 7)                                                         341.7       329.2 
Intangible assets (Note 8)                                                 50.5        11.0 
Deferred finance costs (Note 9)                                             5.9         8.4 
Prepaid pension cost (Note 4)                                              82.4        76.5 
Other assets                                                                3.0         3.8 
                                                                         ------------------ 
                                                                         $788.7      $700.8 
                                                                         ------------------ 
LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities 
 Accounts payable                                                        $ 76.2      $ 63.9 
 Other payable-- Veritel (Note 8)                                          60.0          -- 
 Accrued expenses                                                          24.5        15.8 
 Accrued income taxes                                                       7.5         8.5 
 Current portion of long-term debt (Note 12)                               85.1        30.0 
 Current portion of deferred income (Note 13)                               2.0        13.1 
                                                                         ------------------ 
Total current liabilities                                                 255.3       131.3 
Plant closure provisions (Note 11)                                         39.5        35.6 
Deferred income taxes (Note 5)                                             40.3        40.9 
Deferred income (Note 13)                                                  11.4        12.4 
Long-term debt (Note 12)                                                  145.9       180.0 
Other liabilities                                                            --         0.5 
Minority interest                                                           5.9         4.5 
 
STOCKHOLDERS' EQUITY (NOTE 14) 
Common stock, $0.01 par value, 
  authorized 40,000,000 shares, issued 14,777,250 s hares                    0.1         0.1 
Additional paid-in capital                                                276.5       276.1 
Treasury stock (3,026,775 shares at cost)                                 (35.5)      (32.5)  
Retained earnings                                                         106.4       100.8 
Accumulated other comprehensive income                                    (57.1)      (48.9)  
                                                                         ------------------ 
Total stockholders' equity                                                290.4       295.6 
                                                                         ------------------ 
                                                                         $788.7      $700.8 
                                                                         ------------------ 



CONSOLIDATED STATEMENTS OF CASH FLOWS  
(IN MILLIONS)  

 

The accompanying notes are an integral part of these statements.  
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Years ended December 31                                                2001         2000      1999 
--------------------------------------------------- ------------------------------------------------- 
CASH FLOWS FROM OPERATING ACTIVITIES 
Net income                                                            $  5.6      $ 18.3      $ 42.6 
Adjustments to reconcile net income to cash provide d by operating 
  activities: 
 Depreciation and amortization                                          87.2        80.2        68.4 
 Deferred income taxes                                                  (0.8)        5.2        14.5 
 Extraordinary item, gross                                              17.1          --          -- 
 Other                                                                   1.1         2.0        (1.2)  
Changes in operating assets and liabilities: 
 Accounts receivable                                                   (33.3)       51.9       (14.2)  
 Inventories                                                             4.3         4.7        31.6 
 Accounts payable and accrued expenses                                  15.3        (7.2)       (6.1)  
 Deferred income received                                                 --        38.6          -- 
 Income taxes and other current liabilities                              0.4       (20.6)      (14.0)  
 Other non-current assets and liabilities                               (6.9)      (39.1)      (12.9)  
                                                                      ------------------------------ 
Net cash provided by operating activities                               90.0       134.0       108.7 
                                                                      ------------------------------ 
 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures                                                    (8.4)       (6.6)       (8.4)  
Business combinations, net of cash acquired                            (59.1)         --        11.8 
Veritel (Note 8)                                                        (9.5)         --          -- 
Other                                                                   (1.0)       (4.1)       (6.4)  
                                                                      ------------------------------ 
Net cash used in investing activities                                  (78.0)      (10.7)       (3.0)  
                                                                      ------------------------------ 
 
CASH FLOWS FROM FINANCING ACTIVITIES 
Minority interest                                                        0.3         2.0         2.4 
Receipt of long-term borrowings                                        210.0          --       106.0 
Receipt of short-term credit                                            20.0          --          -- 
Repayment of long-term borrowings                                     (211.7)     (103.3)      (93.5)  
Repayment of short-term credit                                            --          --       (90.0)  
Refinancing costs (Note 12)                                            (16.7)         --          -- 
Other                                                                    0.5          --          -- 
Issue of treasury stock                                                  1.0          --          -- 
Repurchase of common stock (Note 14)                                    (4.0)      (13.6)       (5.7)  
                                                                      ------------------------------ 
Net cash used in financing activities                                   (0.6)     (114.9)      (80.8)  
Effect of exchange rate changes on cash                                 (6.1)       (7.9)      (14.2)  
                                                                      ------------------------------ 
Net change in cash and cash equivalents                                  5.3         0.5        10.7 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR                          37.7        37.2        26.5 
                                                                      ------------------------------ 
CASH AND CASH EQUIVALENTS AT END OF YEAR                              $ 43.0      $ 37.7      $ 37.2 
                                                                      ------------------------------ 



CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY  

(IN MILLIONS)  

 

* Cumulative Translation Adjustment  

The accompanying notes are an integral part of these statements.  
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                                                              Additional             Cumulative           Total 
                                           Common   Treasury     Paid-In  Retained   Transition   Comp rehensive 
                                            Stock      Stock     Capital  Earnings   Adjustment          Income 
--------------------------------------------------- --------------------------------------------------- --------- 
 
BALANCE AT JANUARY 1, 1999                 $  0.1    $(13.2)   $ 276.1     $ 39.9     $ (1.8)            $ 38.1 
                                                                                                           38.1 
Net income                                     --        --         --       42.6         --               42.6 
Net CTA* change                                --        --         --         --      (24.1)             (24.1)  
Repurchase of treasury stock                   --      (5.7)        --         --         --                 -- 
                                           -------- --------------------------------------------------- --------- 
BALANCE AT DECEMBER 31, 1999                  0.1     (18.9)     276.1       82.5      (25.9)              56.6 
 
 
Net income                                     --        --         --       18.3         --               18.3 
Net CTA* change                                --        --         --         --      (23.0)             (23.0)  
Repurchase of treasury stock                   --     (13.6)        --         --         --                 -- 
                                           -------- --------------------------------------------------- --------- 
BALANCE AT DECEMBER 31, 2000                  0.1     (32.5)     276.1      100.8      (48.9)              51.9 
 
Net income                                     --        --         --        5.6         --                5.6 
Net CTA* change                                --        --         --         --       (8.2)             (8.2) 
Repurchase of treasury stock                   --      (4.0)        --         --         --                 -- 
Issue of treasury stock                        --       1.0        0.4         --         --                 -- 
                                           -------- --------------------------------------------------- --------- 
BALANCE AT DECEMBER 31, 2001               $  0.1    $(35.5)   $ 276.5     $106.4     $(57.1)            $ 49.3 
                                           -------- --------------------------------------------------- --------- 



NOTES ON CONSOLIDATED FINANCIAL STATEMENTS  

NOTE 1. ACCOUNTING POLICIES  

BASIS OF PREPARATION  

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of 
America and include all subsidiaries of the Company where ownership is 50% or greater and the Company has effective management control. 
All significant intercompany accounts and balances have been eliminated upon consolidation.  
All acquisitions are accounted for as purchases and the results of operations of the acquired businesses are included in the consolidated 
financial statements from the date of acquisition.  

NATURE OF OPERATIONS  

The Company is a major international manufacturer and distributor of TEL and Specialty Chemicals, operating in 23 countries worldwide. The 
Company's products are sold globally, primarily to oil refineries. Principal product lines are TEL, other petroleum additives and performance 
chemicals.  
On October 1, 1998, the Company entered into sales and marketing agreements with Ethyl Corporation (Ethyl) to market and sell TEL in all 
areas of the world except North America and the European Economic Area (the Territory) for the period to December 31, 2009. All marketing 
and sales efforts made under the arrangements are made in the name of Octel. Octel will continue to produce all TEL marketed under the 
agreements and also provide marketing and other services. Ethyl will continue to provide bulk distribution services, marketing and other 
services related to sales made within the Territory. The net proceeds under the agreements are paid to Octel and Ethyl as compensation for 
services and are based on an agreed-upon formula with Octel receiving 68% of the total compensation for services provided. No separate legal 
entity or joint venture has been established as a consequence of the agreements. Sales and expenses incurred under the agreements are included 
within Octel's income statement. These comprise all revenues and costs incurred directly by Octel, together with costs recharged by Ethyl for 
distribution and other services provided under the terms of the agreements. Ethyl's share of the net proceeds for services is charged within cost 
of goods sold. This relationship was extended, effective January 1, 2000, when OBOAdler entered into similar agreements and, effective July 
1, 2001, when Ethyl agreed to participate in the Veritel agreement (Note 8).  

USE OF ESTIMATES  

The preparation of the consolidated financial statements requires management to make estimates and assumptions that affect the amounts 
reported in the consolidated financial statements and accompanying notes, principally in the area of remediation provisions (Note 11), goodwill 
(Note 7) and intangible assets (Note 8). Actual results could differ from those estimates.  
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REVENUE RECOGNITION  

The Company supplies products to customers from its various manufacturing sites, and in some instances from containers held on customer 
sites, under a variety of standard shipping terms and conditions. In each case, revenue is recognized when the transfer of legal title, which is 
defined and generally accepted in the standard shipping terms and conditions, arises between the Company and the customer.  

CASH EQUIVALENTS  

Investment securities with maturities of three months or less when purchased are considered to be cash equivalents.  

INVENTORIES  

Inventories are stated at the lower of cost (FIFO method) or market price.  

PROPERTY, PLANT AND EQUIPMENT  

Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation is provided over the estimated useful lives of the 
assets using the straight-line method. The cost of additions and improvements are capitalized. Maintenance and repairs are charged to expenses 
when required.  

GOODWILL  

Goodwill, the excess of investments over the net assets of subsidiaries acquired, is amortized over periods of up to 35 years. The majority of 
goodwill relates to the TEL business and is being amortized over 10 years from January 1, 1998, the expected remaining life of the business. 
The Company regularly evaluates the realizability of goodwill based on projected undiscounted cash flows and operating income for each 
business with goodwill balances. Effective January 1, 2002, the Company will follow the requirements of Statement of Financial Accounting 
Standards (FAS) 142, Goodwill and Other Intangible Assets (Note 17).  

INTANGIBLE ASSETS  

Identifiable intangible assets are capitalized in the balance sheet and are amortized over their estimated useful lives on a straight-line basis. 
Management regularly evaluates their realizability based on projected undiscounted cash flows and operating income.  

DEFERRED FINANCE COSTS  

The costs related to debt financing are classified as intangible assets and separately disclosed in the balance sheets. All are amortized over the 
profile of the debt .  

IMPAIRMENT OF LONG-LIVED ASSETS  

The Company re-evaluates long-lived assets based on undiscounted operating cash flows whenever significant events or changes occur that 
might impair recovery of recorded costs, and writes down net recorded costs to fair value (based on discounted cash flows or market values) if 
recorded costs, prior to impairment, are higher.  
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DERIVATIVE FINANCIAL INSTRUMENTS  

The Company uses various derivative instruments, including forward currency contracts and options and interest- rate swaps, to manage certain 
exposures. These instruments are entered into under the Company's corporate risk management policy to minimize exposure and are not for 
speculative trading purposes. Management periodically reviews the effectiveness of the use of the derivative instruments.  
Derivatives used for hedging purposes must be designed, documented and effective as a hedge of the identified risk exposure at the inception of 
the contract. Accordingly, changes in the value of the derivative contract must be highly correlated with changes in the market value of the 
underlying hedged item at the inception of the hedge and over the life of the hedge contract. Any derivative instrument designated but no 
longer effective as a hedge would be reported at market value and the related gains and losses recognized in earnings.  
Derivatives that are designated as, and effective as, a hedge of foreign currency commitments are accounted for using the deferral method. 
Gains and losses from instruments that hedge firm commitments are deferred and recognized as part of the economic basis of the transactions 
underlying the commitments when the associated hedged transaction occurs. Gains and losses from instruments that hedge foreign currency 
denominated receivables, payables and debt instruments are reported in earnings and offset the effects of foreign exchange gains and losses 
from the associated hedged items.  

ENVIRONMENTAL COMPLIANCE AND REMEDIATION  

Environmental compliance costs include ongoing maintenance, monitoring and similar costs. Environmental costs are accrued when 
environmental assessments or remedial efforts are probable and the cost can be reasonably estimated. Such accruals are adjusted as further 
information develops or circumstances change. Costs of future obligations are not discounted to their present values.  

EARNINGS PER SHARE  

Basic earnings per share is based on the weighted average number of common shares outstanding during the period, while diluted earnings per 
share includes the effect of options and restricted stock that are dilutive and outstanding during the period.  

FOREIGN CURRENCIES  

The local currency has been used as the functional currency throughout the group. Exchange differences arising on the retranslation of opening 
balance sheets of overseas subsidiaries are taken to a separate equity reserve, the cumulative translation adjustment. Gains and losses on foreign 
currency transactions are included in other expenses in the income statement.  

STOCK OPTION PLANS  

The Company has elected to follow Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees (APB 25), and 
related interpretations in accounting for its employee stock options. Under APB 25, when the exercise price of employee stock options equals 
the market price of the underlying stock on the date of the  
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grant, no compensation expense is recorded. The Company has adopted the disclosure-only provision of FAS 123, Accounting for Stock-Based 
Compensation.  

PENSION PLANS AND OTHER POST-RETIREMENT BENEFITS  

Annual costs of pension plans are actuarially determined based on FAS 87, Employers' Accounting for Pensions. The Company has conformed 
its pension and other post-retirement disclosures to comply with FAS 132, Employers' Disclosures about Pensions and Other Post-Retirement 
Benefits.  

NOTE 2. BUSINESS SEGMENT AND GEOGRAPHICAL AREA DATA   

The Company has adopted FAS 131, Disclosures about Segments of an Enterprise and Related Information, for its annual consolidated 
financial statements.  
The Company's operations consist of one dominant industry segment:  
petroleum additives. Within the industry segment the Company has identified two main product groups for reporting purposes: TEL and 
Specialty Chemicals. The following table analyzes sales and other financial information by product group:  
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PRODUCT GROUP DATA 
(in millions)                             2001            2000            1999 
--------------------------------------------------- --------------------------- 
NET SALES: 
TEL                                     $265.0          $300.6          $396.1 
Specialty Chemicals                      155.9           121.8           120.7 
                                        ----------- --------------------------- 
                                        $420.9          $422.4          $516.8 
                                        ----------- --------------------------- 
GROSS PROFIT: 
TEL                                     $126.3          $129.1          $155.5 
Specialty Chemicals                       54.4            35.7            34.5 
                                        ----------- --------------------------- 
                                        $180.7          $164.8          $190.0 
                                        ----------- --------------------------- 
OPERATING INCOME: 
TEL                                     $ 60.6          $ 58.6          $ 91.7 
Specialty Chemicals                       13.2            11.3             8.8 
Corporate                                (14.5)          (11.2)           (8.2)  
                                        ----------- --------------------------- 
                                        $ 59.3          $ 58.7          $ 92.3 
                                        ----------- --------------------------- 
IDENTIFIABLE ASSETS AT YEAR END: 
TEL                                     $593.6          $560.0          $728.6 
Specialty Chemicals                      195.1           140.8           120.9 
                                        ----------- --------------------------- 
                                        $788.7          $700.8          $849.5 
                                        ----------- --------------------------- 



Sales are reported in the geographic area where the transaction originates, rather than where the final sale to customers is made. Intercompany 
sales are priced to recover cost plus an appropriate mark-up for profit and are eliminated in the consolidated financial statements.  
Identifiable assets are those directly associated with the operations of the geographical area.  

 

NOTE 3. STOCK OPTION PLANS  

The Company has six stock option plans that provide for the issuance of options to key employees and directors of the Company. All grants are 
at the sole discretion of the Compensation Committee of the Board of Directors, which administers the plans. Grants may be priced at market 
value or at a premium or discount. Vesting periods are up to four years and exercise periods are up to seven years. A total of 2,075,000 shares 
has been approved by the shareholders for allocation to the issue of share options.  
The following table summarizes the transactions of the Company's stock option plans for the three-year period ended December 31, 2001:  
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GEOGRAPHICAL AREA DATA 
(in millions)                                    20 01         2000         1999 
--------------------------------------------------- -----------------------------  
NET SALES: 
United States                                  $ 63 .7       $ 59.4       $ 73.9 
United Kingdom                                  271 .2        305.2        436.9 
Rest of Europe                                  134 .9        108.9         97.0 
Other                                            22 .2          6.5           -- 
Sales between areas                             (71 .1)       (57.6)       (91.0)  
                                          --------- -----------------------------  
                                               $420 .9       $422.4       $516.8 
                                          --------- -----------------------------  
INCOME/(LOSS) BEFORE INCOME TAXES: 
United States                                  $ (4 .5)      $ (0.9)      $  0.8 
United Kingdom                                   (4 .5)         3.8         64.8 
Rest of Europe                                   48 .5         32.7          9.7 
Other                                            (2 .8)         0.1           -- 
                                          --------- -----------------------------  
                                               $ 36 .7       $ 35.7       $ 75.3 
                                          --------- -----------------------------  
IDENTIFIABLE ASSETS AT YEAR END: 
United States                                  $ 74 .6       $ 44.0       $ 41.5 
United Kingdom                                  561 .0        531.5        642.8 
Rest of Europe                                  145 .0        115.9        165.2 
Other                                             8 .1          9.4           -- 
                                          --------- -----------------------------  
                                               $788 .7       $700.8       $849.5 
                                          --------- -----------------------------  



 

The following table summarizes information about options outstanding at December 31, 2001:  

 

The fair value of options granted was estimated using the Black-Scholes model, with the following assumptions in 2001: dividend yield 0%, 
expected life of 4 years, volatility 40% and risk-free interest rate 4.66%. The expense incurred in fiscal 2001 relating to options cancelled for 
payment was $0.7 million.  
Had compensation expense for the Company's stock-based compensation plan been recorded based on the fair value of the stock options at 
grant date consistent with the method prescribed by FAS 123, the effect on the Company's net income and earnings per share for 2001 would 
have been $0.4 million and $0.03, respectively. The effect in fiscal 2000 and 1999 would not have been material.  

NOTE 4. PENSION PLANS  

The Company maintains a contributory defined benefit pension plan covering substantially all UK employees. The Projected Benefit 
Obligation (PBO) is based on final salary and years of credited service, reduced by social security benefits according to a plan formula. Normal 
retirement age is 65, but provisions are made for early retirement.  
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                                                             Weighted   Weighted  
                                                              Average    Average  
                                                   Number    Exercise       Fair  
                                                of Shares       Price      Value  
--------------------------------------------------- -----------------------------  
Options outstanding December 31, 1998             1 82,346      $14.63 
Granted -- at discount                            4 56,426          --     $ 6.83  
        -- at premium                             4 92,436      $13.27     $ 4.71  
Exercised                                         ( 14,944)     $13.20 
Cancelled                                          (3,159)         -- 
                                                --- -----------------------------  
Options outstanding December 31, 1999           1,1 13,105      $ 8.09 
Granted-- at discount                             4 44,150      $ 7.19     $ 3.75  
Exercised                                         ( 21,098)         -- 
Cancelled                                         ( 59,953)         -- 
                                                --- -----------------------------  
Options outstanding December 31, 2000           1,4 76,204      $ 8.26 
Granted-- at discount                              97,177          --     $13.58  
       -- at premium                              1 49,679      $13.09     $ 4.87  
Exercised                                         ( 87,986)     $10.26 
Cancelled                                        (1 53,617)     $11.32 
Cancelled for payment                            (1 30,146)         -- 
                                                --- -----------------------------  
OPTIONS OUTSTANDING DECEMBER 31, 2001           1,3 51,311      $ 8.52 
                                                --- -----------------------------  

                                   Number         W eighted         Weighted        Number         Weig hted  
                              Outstanding          Average          Average   Exercisable          Ave rage  
Range of Exercise Price       at 12-31-01   Remaini ng Life   Exercise Price   at 12-31-01   Exercise P rice  
--------------------------------------------------- --------------------------------------------------- ----  
$0 - $10                          737,647        8. 0 years   $         4.26        77,198   $           --  
$11 - $20                         613,664        7. 8 years   $         13.6        40,762   $        1 9.58  



The Company's funding policy is to contribute amounts to the plan to cover service costs to date as recommended by the Company's actuary. 
Based on this advice, no contributions were made by the Company in 1999. Employee and employer contributions resumed in April 2000 at 
2% and 5%, respectively, of pensionable pay. The plan's assets are invested by six investment management companies in funds holding UK 
and overseas equities, UK and overseas fixed interest securities, index linked securities, property unit trusts and cash or cash equivalents.  
Assumptions for the plans as of the end of the last three years were as follows:  

 

Movements in PBO, the fair value of plan assets and prepaid pension cost of the plan are as follows:  
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                                                    2001        2000       1999 
--------------------------------------------------- -----------------------------  
Weighted average discount rate                      5.75%        6.0%      6.25%  
Rate of increase in compensation levels              4.0%        4.0%       4.0%  
Rate of return on plan assets                       6.75%        7.0%       7.0%  

(in millions)                                              2001            2000 
--------------------------------------------------- -----------------------------  
Change in PBO 
 Balance at January 1                                    $563.0          $524.0 
 Interest cost                                             31.9            30.3 
 Service cost                                               7.1             8.8 
 Contributions by participants                              0.4             0.3 
 Benefits paid                                            (26.2)          (23.3)  
 Actuarial gains/(losses)                                 (31.6)           62.8 
 Exchange variance                                        (14.7)          (39.9)  
                                                         ---------------------- 
Balance at December 31                                    529.9           563.0 
                                                         ---------------------- 
 
Fair value of plan assets 
 Balance at January 1                                     745.6           770.8 
 Actual benefits paid                                     (26.2)          (23.5)  
 Actual contributions by employer                           1.0             0.9 
 Actual contributions by participants                       0.4             0.3 
 Actual return on assets                                  (73.8)           53.6 
 Exchange variance                                        (20.2)          (56.5)  
                                                         ---------------------- 
Balance at December 31                                    626.8           745.6 
                                                         ---------------------- 
 
Plan assets excess over PBO                                96.9           182.6 
Unrecognized net gain                                     (17.8)         (110.2)  
Unrecognized prior service cost                             3.3             4.1 
                                                         ---------------------- 
Prepaid pension cost                                     $ 82.4          $ 76.5 
                                                         ---------------------- 



Net pension credit for the UK pension plan is as follows:  

 

NOTE 5. INCOME TAXES  

Income taxes are accounted for using the asset and liability method pursuant to FAS 109, Accounting for Income Taxes. Deferred taxes are 
recognized for the tax consequences of "temporary differences" by applying enacted statutory rates applicable to future years to differences 
between the financial statements' carrying amounts and the tax bases of existing assets and liabilities. The effect on deferred taxes of a change 
in tax rates is recognized in income in the period that includes the enactment date. In addition, FAS 109 requires the recognition of future tax 
benefits to the extent that realization of such benefits is more likely than not.  
The sources of income/(loss) before income taxes were as follows:  

 

The components of income tax charges are summarized as follows:  

 

Cash payments for income taxes were $14.5 million, $29.8 million and $31.6 million during 2001, 2000 and 1999, respectively.  
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(in millions)                                  2001           2000          1999 
--------------------------------------------------- ---------------------------- 
Service cost                                  $ 7.1          $ 8.8         $11.1 
Interest cost on PBO                           31.9           30.3          31.4 
Expected return on plan assets                (46.6 )        (46.2)        (44.3)  
Net amortization and deferral                   0.8           (2.6)          1.6 
                                              ----- ---------------------------- 
                                              $(6.8 )        $(9.7)        $(0.2)  
                                              ----- ---------------------------- 

(in millions)                                         2001       2000       1999  
--------------------------------------------------- -----------------------------  
Domestic                                           $  (4.5)    $  2.7     $  0.2  
Foreign                                               41.2       33.0       75.1  
                                                   -----------------------------  
                                                   $  36.7     $  35.7   $  75.3  
                                                   -----------------------------  

(in millions)                                        2001       2000       1999 
--------------------------------------------------- -----------------------------  
Current: 
Federal                                           $   (2.4)    $  0.7    $  (0.2)  
Foreign                                              21.8        9.2       18.7 
                                                  - ---------------------------- 
                                                     19.4        9.9       18.5 
                                                  - ---------------------------- 
Deferred: 
Federal                                               0.1         --         -- 
Foreign                                               0.3        7.5       14.2 
                                                  - ---------------------------- 
                                                      0.4        7.5       14.2 
                                                  - ---------------------------- 
                                                  $   19.8    $  17.4    $  32.7 
                                                  - ---------------------------- 



The effective tax rate varies from the US federal statutory rate because of the factors indicated below:  

 

 

NOTE 6. ACQUISITIONS  

On November 9, 1999, Octel completed its acquisition of all the outstanding shares of OBOAdler Company Limited (OBOAdler) for payment 
of $94.5 million. The OBOAdler group includes a sales office in Baar, Switzerland, and a TEL manufacturing plant in Germany.  
On March 5, 2001, the Company acquired the Gamlen group of companies from the MacDermid group. The Gamlen group is headquartered in 
Vernon, France, with operations in Spain and Italy. The group manufactures and sells fuel additives and industrial cleaning products and has an 
annual turnover of $12 million.  
On April 9, 2001, the Company acquired the remaining 80% of Hi-Mar Specialties Inc., a US company based in Atlanta and Milwaukee. The 
initial 20% was acquired in December 1999. The business was purchased from the private owner. Hi-Mar Specialties has an annual turnover of 
$8 million.  
On May 14, 2001, the Company acquired a majority stake in Manhoko Limited. Manhoko is a supplier of personal care products in Asia 
Pacific with an annual turnover of $8 million.  
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                                                     2001       2000       1999 
--------------------------------------------------- ---------------------------- 
Statutory rate                                       35.0%      35.0%      35.0%  
Foreign tax rate differential                       (21.5)     (26.1)      (4.9)  
Amortization of intangible assets                    41.9       49.0       14.8 
Other                                                (1.4)      (9.1)      (1.5)  
                                                    --------------------------- 
                                                     54.0%      48.8%      43.4%  
                                                    --------------------------- 

Details of deferred tax assets and liabilities are as follows: 
 
(in millions)                                              2001             2000  
--------------------------------------------------- -----------------------------  
DEFERRED TAX ASSETS: 
Closure costs                                             $  --            $ 6.0  
Other                                                       4.7               --  
                                                          ----------------------  
                                                            4.7              6.0  
                                                          ----------------------  
 
DEFERRED TAX LIABILITIES: 
Pension costs                                              24.7             22.9  
Other                                                      20.3             24.0  
                                                          ----------------------  
                                                           45.0             46.9  
                                                          ----------------------  
Total net provision                                       $40.3            $40.9  
                                                          ----------------------  



On June 7, 2001, the Company acquired CP Manufacturing BV and CP3500 International Limited. The CP group, which is headquartered in 
Holland and manufactures and sells fuel additives for the treatment of heavy oils, has an annual turnover of $4 million.  
On June 19, 2001, the Company acquired the Bycosin AB group, which is headquartered in Sweden. The Bycosin group is a supplier of heavy 
fuel oil additives and has an annual turnover of $14 million.  
On August 15, 2001, the Company acquired ProChem Chemicals Inc. which is based in High Point, North Carolina. ProChem Chemicals Inc. 
brings a wide range of process capability into new markets and has an annual turnover of $11 million. ProChem was acquired after July 1, 2001 
and has been accounted for under FAS 141 (Note 17). Goodwill has not been amortized. ProChem's net assets on acquisition comprised:  

 

The following unaudited information illustrates the results of operations for fiscal 2001 and 2000 as if all the acquisitions had occurred on 
January 1 of each year. They have been adjusted to reflect amortization of goodwill on acquisitions and financing transactions and the related 
interest expense. This information is for illustrative purposes only and is not meant to be indicative of actual results that might have been 
achieved or results that might be attained in the future.  

 

NOTE 7. GOODWILL  

Goodwill comprises the following:  

 

Based on its most recent analysis the Company believes that no impairment of goodwill exists as of December 31, 2001.  
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(in millions) 
--------------------------------------------------- ---------------------------- 
Property, plant and equipment                                            $  2.5 
Current assets                                                              2.4 
Current liabilities                                                        (0.9)  
                                                                         ------ 
                                                                         $  4.0 
                                                                         ------ 

                                                                       Unaudited  
                                                           Pro Forma Information  
(in millions, except per share data)                          2001          2000  
--------------------------------------------------- -----------------------------  
Net sales                                                  $ 440.2       $ 475.8  
Net income (before extraordinary item)                     $  15.8       $  15.3  
Earnings per share -- basic (before extraordinary i tem)    $  1.34       $  1.22  
                   -- diluted (before extraordinary  item)  $  1.26       $  1.18  

                                           2001                                2000 
(in millions)                   TEL   Specialty       Total         TEL   Specialty       Total 
--------------------------------------------------- -------------------------------------------- 
Gross cost                   $548.0      $ 85.0      $633.0      $550.6      $ 24.5      $575.1 
Accumulated amortization     (284.0)       (7.3)     (291.3)     (241.3)       (4.6)     (245.9)  
                             ---------------------- -------------------------------------------- 
                             $264.0      $ 77.7      $341.7      $309.3      $ 19.9      $329.2 
                             ---------------------- -------------------------------------------- 



Amortization expense was $46.7 million, $48.2 million and $42.4 million in 2001, 2000 and 1999, respectively. This excludes foreign 
exchange variances that are recorded in the cumulative translation adjustment.  

NOTE 8. INTANGIBLE ASSETS  

Intangible assets comprise the following:  

 

OBOADLER  

An intangible asset was recognized in the balance sheet on the acquisition of the OBOAdler group on November 9, 1999. It relates to unexpired 
customer contracts and has been amortized over the average of the relevant contract periods.  

VERITEL  

The Company, through its wholly owned Swiss subsidiary, NOOFOT GmbH, has entered into a long-term marketing, supply and service 
agreement with Veritel Chemicals BV for the exclusive right to market and sell TEL sourced from Veritel in certain areas of the world, 
excluding primarily the United States and Russia. Veritel is party to supply agreements pursuant to which it has the exclusive right to distribute 
Russian-sourced product outside Russia.  
The agreement is effective for an initial period from July 1, 2001 to December 31, 2010 but may be terminated at any time by the mutual 
written agreement of both the Company and Veritel. Under the agreement, the Company is required to purchase specified volumes of TEL at 
specified purchase prices, and pay a quarterly marketing fee to Veritel amounting in aggregate to $90 million over the initial period of the 
agreement. In the event that Veritel's source of supply of TEL becomes permanently inoperable, the $90 million marketing fee will be replaced 
by payments to Veritel amounting to $70 million, reduced to the extent of all marketing fees paid to date.  
The permanent source interruption payments are payable in stages over a period of at least seven months following the permanent source 
interruption event, dependent on receiving confirmation that Veritel's source of supply of TEL has become permanently inoperable. A separate 
signing fee of $5 million was also paid to Veritel by the Company on entering this agreement.  

46 GOING PLACES OCTEL CORP. 2001 AR FINANCIALS  

(in millions)                                  2001           2000          1999 
--------------------------------------------------- ---------------------------- 
Gross cost -- OBOAdler                        $21.1          $22.8         $24.6 
           -- Veritel                          50.5             --            -- 
                                              ----- ---------------------------- 
                                               71.6           22.8          24.6 
                                              ----- ---------------------------- 
Accumulated amortization 
           -- OBOAdler                        (21.1 )        (11.8)         (1.9)  
           -- Veritel                            --             --            -- 
                                              ----- ---------------------------- 
                                              (21.1 )        (11.8)         (1.9)  
                                              ----- ---------------------------- 
                                              $50.5          $11.0         $22.7 
                                              ----- ---------------------------- 



Effective July 1, 2001, the Company amended its existing sales and marketing agreements with Ethyl (Note 1) to include the net proceeds 
under the above agreement. In consideration for this, Ethyl agreed to fund a proportion of both the signing fee and the quarterly marketing fees 
and, if relevant, a proportion of the permanent source inter- ruption payments.  
In December 2001, the Company received notification from Veritel that a permanent source interruption had occurred. Consequently, Veritel 
customers will now be supplied directly by the Company. Since no quarterly marketing fee had been paid, the Company has recognized an 
obligation to pay $70 million. A payment of $10 million was made in December 2001. At December 31, 2001, the liability to Veritel amounted 
to $60 million and the receivable from Ethyl amounted to $22.4 million. The Company's share of the permanent source interruption payments 
and signing fee have been capitalized as a $50.5 million intangible asset to be amortized on a straight- line basis to the income statement over 
the six years ending December 31, 2007, the expected remaining life of the TEL business.  
Before the permanent source interruption event occurred, the Company received a small commission on sales on behalf of Veritel, which is 
included within other income in the income statement.  
Intangible asset amortization expense was $9.5 million, $10.3 million and $1.8 million in 2001, 2000 and 1999, respectively. This excludes 
foreign exchange variances, which are recorded in the cumulative translation adjustment.  

NOTE 9. DEFERRED FINANCE COSTS  

Costs of $16.9 million related to the spin-off from GLCC were incurred during 1998 and a further $2.0 million arose in relation to the 
acquisition of OBOAdler. Both were being amortized over the related debt profile. During fiscal 2001, the Company negotiated a new senior 
bank debt arrangement, which replaced the previous debt. The net book amount of the deferred finance costs, approximately $6.5 million, was 
written off at this point. Refinancing costs of $6.1 million have been capitalized and will be amortized over the new debt profile.  

 

Amortization expense was $2.6 million, $3.3 million and $4.7 million in 2001, 2000 and 1999, respectively. This excludes foreign exchange 
variances, which are recorded in the cumulative translation adjustment.  

NOTE 10. PROPERTY, PLANT AND EQUIPMENT  

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

 

(in millions)                                             2001             2000 
--------------------------------------------------- ---------------------------- 
Gross cost                                               $ 6.1            $17.4 
Accumulated amortization                                  (0.2)            (9.0)  
                                                         ---------------------- 
                                                         $ 5.9            $ 8.4 
                                                         ---------------------- 

Buildings       7 to 25 years 
Equipment       3 to 10 years 
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Property, plant and equipment consists of the following:  

 

Depreciation charges were $28.5 million, $18.6 million and $19.6 million in 2001, 2000 and 1999, respectively.  
The estimated additional cost to complete work-in-progress is $5.0 million (2000 - $3.3 million).  
The estimated life of the EDDS plant at Ellesmere Port was re-evaluated to reflect its ongoing value to the Specialty Chemicals business. The 
extension of its life, effective July 1, 2001, increased the Company's net income and earnings per share by $0.6 million and $0.05, respectively. 
Accelerated depreciation of $6.8 million was provided in respect of the UK Chlorine plant following the decision to cease production at the end 
of fiscal 2002.  

NOTE 11. PLANT CLOSURE PROVISIONS  

The liability for estimated closure costs of Octel's TEL manufacturing facilities includes costs for personnel reductions (severance) and 
decontamination and environmental remediation activities (remediation) when demand for TEL diminishes.  
The Company has and will continue to downsize and restructure its operation consistent with declining demand for TEL. Octel ceased 
production in Italy and France in 1996 and the production plant at Doberitz, in Germany, will close in March 2002. All of the Company's TEL 
will then be produced at its manufacturing plant at Ellesmere Port in the UK. Two of the three TEL buildings at the Ellesmere Port site have 
already been closed.  
Movements in the provisions are summarized as follows:  
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(in millions)                                              2001             2000  
--------------------------------------------------- -----------------------------  
Land                                                     $  2.8           $  2.3  
Buildings                                                   9.7              0.2  
Equipment                                                  56.4            103.1  
Work-in-progress                                            7.6              6.8  
                                                         -----------------------  
                                                           76.5            112.4  
Less accumulated depreciation                               9.6             29.0  
                                                         -----------------------  
                                                         $ 66.9           $ 83.4  
                                                         -----------------------  

                                     2001           2001         2001      2000 
(in millions)                   SEVERANCE    REMEDI ATION        TOTAL     Total 
--------------------------------------------------- ---------------------------- 
Balance at January 1                 $3.5          $32.1        $35.6     $55.6 
Exchange effect                        --           (0.4)        (0.4)     (2.4)  
Charge for the year                   7.1            5.2         12.3       9.4 
Acquisition                            --            1.4          1.4        -- 
Expenditure                          (3.5)          (5.9)        (9.4)    (27.0)  
                                     -------------- ---------------------------- 
Balance at December 31               $7.1          $32.4        $39.5     $35.6 
                                     -------------- ---------------------------- 



SEVERANCE  

No provision is made for estimated future costs for severance until the employees concerned have been notified and the expenditure is 
committed. Full provision has been made for severance costs arising from the recently announced closures of the Doberitz plant in Germany 
and the Ellesmere Port Chlorine plant.  
Severance expenditure against provisions in 2001, 2000 and 1999 was $3.5 million, $21.6 million and $17.0 million, respectively.  

REMEDIATION  

Total costs for remediation are evaluated on a regular basis to take account of expenditure incurred and to amend the scope of future activities 
in the light of findings from projects carried out. Management's estimate at December 31, 2001 is analyzed as follows:  

 

Decontamination costs relate to the post-operational cleaning and disposal of equipment and the demolition of buildings. Remediation costs 
relate to soil and groundwater contamination. Other costs include operational compliance with environmental regulations and project 
management expenses.  
Operational capital costs of $1.4 million are expected to arise during the useful life of the plant. They will be included in property, plant and 
equipment as expenditure is incurred and depreciated over the remaining useful life of the related plant.  
Total costs include an amount of $24.9 million, which represents the potential cost of vacating the Ellesmere Port site. Management has no 
present intention to adopt this course of action and intends to continue manufacturing other products at Ellesmere Port when production of TEL 
ceases. Consequently, management views these costs as a contingent liability and no provision is made for them.  
Remediation expenditure against provisions in 2001, 2000 and 1999 was $5.9 million, $5.4 million and $9.3 million, respectively.  
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(in millions)                     Decontamination   Remediation   Other   Total 
--------------------------------------------------- -----------------------------  
Total estimated future costs                $45.5         $11.8    $1.4   $58.7 
Operating capital costs                        --            --    (1.4)   (1.4)  
Discretionary contingent costs              (17.5)         (7.4)     --   (24.9)  
                                            ------- ---------------------------- 
Provision                                   $28.0          $4.4    $ --   $32.4 
                                            ------- ---------------------------- 



NOTE 12. LONG-TERM DEBT  

Long-term debt consists of the following:  

 

Payments of interest on long-term debt were $19.0 million, $22.7 million and $25.5 million in 2001, 2000 and 1999, respectively.  
On April 27, 1998, the Company issued $150 million of Senior Notes due 2006 bearing interest at a fixed rate of 10%. On June 3, 1999, the 
Company entered into a further $100 million term loan repayable in semi-annual installments to December 31, 2002.  
On October 29, 2001, the Company agreed to a $250 million refinancing package. It repaid the $45 million outstanding under the 1999 term 
loan and, on December 6, 2001, it redeemed the $150 million Senior Notes.  
The make-whole premium of $10.6 million payable to the bondholders and the write-off of the net book amount of deferred finance costs 
relating to the old debt (Note 9) of $6.5 million have been expensed in the income statement as an extraordinary item, net of attributable 
taxation of $5.8 million. New deferred finance costs of $6.1 million have been capitalized (Note 9).  
The new credit facility comprises a term loan of $210 million and a revolving credit facility of $40 million. The term loan is repayable in semi-
annual installments over three years (2002 - $65 million, 2003 - $45 million and 2004 - $100 million). The revolving facility is available 
throughout the loan period until October 2004. The facility is secured on the group's assets and bears interest at LIBOR plus 2.625%, the 
premium reducing as certain leverage ratios are met. The terms of the facility contain certain restrictions on the Company's operations.  
At December 31, 2001, $20 million had been drawn down against the revolving facility.  
The following table presents the projected annual maturities for the next five years after 2001:  
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(in millions)                                           2001               2000 
--------------------------------------------------- ---------------------------- 
Senior term loan -- 1999                              $   --             $ 60.0 
                 -- 2001                               230.0                 -- 
Senior Notes                                              --              150.0 
Other                                                    1.0                 -- 
                                                      ------------------------- 
                                                       231.0              210.0 
Less current portion                                   (85.1)             (30.0)  
                                                      ------------------------- 
                                                      $145.9             $180.0 
                                                      ------------------------- 

(in millions) 
--------------------------------------------------- -----------------------------  
2002                                                                     $  86.0  
2003                                                                        45.0  
2004                                                                       100.0  
2005                                                                          --  
2006                                                                          --  
Thereafter                                                                    --  
                                                                         -------  
                                                                         $ 231.0  
                                                                         -------  



NOTE 13. DEFERRED INCOME  

Movements in deferred income are summarized as follows:  

 

Deferred income relates to amounts received from Ethyl relating to a prepayment for services to be provided under the sales and marketing 
agreements with OBOAdler, effective January 1, 2000.  

NOTE 14. STOCKHOLDERS' EQUITY  

 

NOTE 15. FAIR VALUE OF FINANCIAL INSTRUMENTS  

The following table presents the carrying amount and fair values of the Company's financial instruments at December 31, 2001 and 2000:  
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(in millions)                                           2001               2000 
--------------------------------------------------- ---------------------------- 
Received                                               $38.6              $38.6 
Amortized                                              (25.2)             (13.1)  
                                                       ------------------------ 
                                                        13.4               25.5 
Less current portion                                    (2.0)             (13.1)  
                                                       ------------------------ 
                                                       $11.4              $12.4 
                                                       ------------------------ 

                                  Common Stock                   Treasury Stock 
(in thousands)            2001       2000       199 9       2001        2000        1999  
--------------------------------------------------- ------------------------------------  
At January 1            14,777     14,766     14,76 6      2,870       1,315         832  
Exercise of options         --         11         - -        (88)        (60)         --  
Stock purchases             --         --         - -        245       1,615         483  
                        --------------------------- ------------------------------------  
At December 31          14,777     14,777     14,76 6      3,027       2,870       1,315  
                        --------------------------- ------------------------------------  

                                             2001                          2000 
(in millions)                  CARRYING AMOUNT   FA IR VALUE   Carrying Amount   Fair Value 
--------------------------------------------------- --------------------------------------- 
NON-DERIVATIVES: 
Cash and cash equivalents      $         43.0    $     43.0   $          37.7   $     37.7 
Long-term debt                          231.0         231.0             210.0        201.0 
 
DERIVATIVES: 
Interest rate swaps            $          0.2    $      0.2   $            --   $     (0.1)  



The following methods and assumptions were used to estimate the fair values of financial instruments:  
Cash and cash equivalents: The carrying amount approximates fair value because of the short-term maturities of such instruments.  
Long-term debt: The carrying amount of long-term borrowings at variable interest rates approximates fair value. The fair value of fixed interest 
rate debt is based on the quoted market prices for the same or similar debt.  
Derivatives: The fair value of derivatives, including forward exchange contracts and interest rate swaps, was estimated based on current 
settlement prices and comparable contracts using current assumptions.  

NOTE 16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT  

The Company has limited involvement with derivative financial instruments and does not trade them. The Company does use derivatives to 
manage well-defined interest rate and foreign exchange exposures.  
The Company invoices over half of its sales in US dollars, the balance mainly invoiced in UK pounds sterling to match the Company's sterling 
costs.  
The Company uses interest rate swap, floor and collar and cap agreements to reduce the impact of changes in interest rates on its floating rate 
debt. The terms of the refinancing agreement oblige the Company to take out interest hedges for half of the $210 million Senior Debt. The 
swap agreements are contracts to exchange floating rate for fixed interest payments periodically over the life of the agreements without the 
exchange of the underlying notional amounts. The notional amounts of interest rate agreements are used to measure interest to be paid or 
received and do not represent the amount of exposure to credit loss.  
As of December 31, 2001, the Company had the following interest rate instruments in effect (notional amounts in millions)  

Notional Amount Strike Rate Period  

Interest swap $105.0 3.625% 12/01-10/04  

The Company sells a range of TEL and petroleum additives to major oil refineries throughout the world. Credit limits, ongoing credit 
evaluation and account monitoring procedures are utilized to minimize risk. Collateral is not generally required.  
Approximately 60% of the Company's workforce is represented by trade unions. A collective bargaining agreement is in place and will expire 
on December 31, 2003.  
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NOTE 17. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS  

In June 1998, the Financial Accounting Standards Board issued FAS 133, Accounting for Derivative Instruments and Hedging Activities. FAS 
133 establishes accounting and reporting standards for derivative instruments, including derivative instruments embedded in other contracts, 
and hedging activities. FAS 133, as amended by FAS 137 and FAS 138, is effective for all fiscal quarters of fiscal years beginning after June 
15, 2000. The Company adopted FAS 133, as amended by FAS 137 and FAS 138, on January 1, 2001 and the adoption did not have any 
material impact on the Company's financial position, results of operations or liquidity.  
In July 2001, the FASB issued FAS 141, Business Combinations. This statement has eliminated the flexibility to account for some mergers and 
acquisitions as pooling of interests and, effective as of July 1, 2001, all business combinations are to be accounted for using the purchase 
method. The Company adopted FAS 141 as of July 1, 2001, and the impact of adoption did not have a material adverse impact on the 
Company's financial statements.  
In July 2001, the FASB issued FAS 142, Goodwill and Other Intangible Assets. According to this statement, goodwill and intangible assets 
with indefinite lives are no longer subject to amortization, but rather an annual assessment of impairment by applying a fair-value-based test. 
The Company will adopt FAS 142 beginning January 1, 2002. The Company does not presently anticipate any significant impairment in 
respect of goodwill relating to the Specialty Chemicals business, but the declining TEL market is likely to cause impairment charges before 
December 31, 2007, the date upon which the assets would formerly have become fully amortized.  
In July 2001, the FASB issued FAS 143, Accounting for Asset Retirement Obligations, which requires recording the fair value of a liability for 
an asset retirement obligation in the period incurred. The standard is effective for fiscal years beginning after June 15, 2002, with earlier 
application permitted. The Company is presently evaluating the impact of this standard on its financial position and results of operations and is 
preparing an implementation plan.  
In August 2001, the FASB issued FAS 144, Accounting for the Impairment or Disposal of Long-lived Assets. FAS 144 establishes a single 
accounting model, based on the framework established in FAS 121, for the disposal by sale of long-lived assets. The standard is effective for 
fiscal years beginning after December 15, 2001. The Company will adopt FAS 144 effective January 1, 2002 and does not expect this to have a 
material effect on the Company's financial position, results of operations or liquidity.  
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QUARTERLY SUMMARY  
(UNAUDITED)  

 

* Extraordinary item, in the fourth quarter, 2001 only, of $11.3 million (net of tax).  
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                                                     First      Second        Third       Fourth 
(in millions, except per share data)               Quarter     Quarter      Quarter      Quarter 
--------------------------------------------------- --------------------------------------------- 
2001 
NET SALES                                           $87.2       $117.5       $104.9       $111.4 
GROSS PROFIT                                         35.6         53.0         46.3         45.8 
OPERATING INCOME                                      8.9         23.3         15.1         12.1 
NET INCOME (BEFORE EXTRAORDINARY ITEM)                1.5          8.2          3.4          3.9*  
NET CASH PROVIDED BY OPERATING ACTIVITIES            40.8         19.4         25.2          4.6 
PER COMMON SHARE: 
 EARNINGS -- BASIC (BEFORE EXTRAORDINARY ITEM)       0.12         0.69         0.29         0.33 
          -- DILUTED (BEFORE EXTRAORDINARY ITEM)     0.12         0.65         0.27         0.31 
 MARKET PRICE -- HIGH                                14.2         18.1         18.6         19.2 
              -- LOW                                 11.6         11.4         16.4         15.9 
 
2000 
Net sales                                           $91.0       $107.4       $105.0       $119.0 
Gross profit                                         36.3         44.0         40.7         43.8 
Operating income                                      8.4         16.1         15.3         18.9 
Net income                                            3.2          4.2          3.9          7.0 
Net cash provided by operating activities            38.8         63.7         13.5         18.0 
Per common share: 
Earnings -- basic                                    0.24         0.32         0.32         0.58 
         -- diluted                                  0.24         0.32         0.31         0.56 
Market price -- high                                 12.6         10.1          9.7         12.9 
             -- low                                   8.2          7.8          7.9          9.6 



OCTEL CORP.  
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                                                                 Former Managing Director of AG Becker  International  
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DENNIS J. KERRISON                                              H. ALAN HANSLIP 
President and Chief Executive Officer                           Vice President, Human Resources 
 
 
ALAN G. JARVIS                                                  PHILIP J. BOON 
Vice President and Chief Financial Officer                      Business Director, Petroleum Specialti es 
 
 
JOHN P. TAYLER                                                  IAN A. WATLING 
Corporate Secretary and General Counsel                         Business Director, Performance Chemica ls 
 
 
DR. GEOFFREY J. HIGNETT 
Director of Corporate Development 
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CORPORATE OFFICES                      OCTEL CORP. COMMON STOCK 
 
Octel Corp.                            New York Sto ck Exchange 
220 Continental Drive                  Symbol: OTL 
Newark, DE 19713 
USA                                    CORPORATE WE BSITE 
 
                                       http://www.o ctel-corp.com 
SHAREHOLDER INQUIRIES 
                                       FORM 10-K AN D ADDITIONAL INFORMATION 
Equiserve Trust Company, N.A. 
P.O. Box 2500                          Form 10-K is  the company's 
Jersey City, NJ 07303                  annual repor t filed with the Securities 
USA                                    and Exchange  Commission. 
Tel: (201) 324 1644 
TDD: (201) 222 4955                    Copies of th e Form 10-K and 
www.equiserve.com                      other financ ial information are available  
                                       from the Off ice of Investor Relations. 
INDEPENDENT ACCOUNTANTS 
                                       ENVIRONMENT,  HEALTH AND SAFETY REPORT 
PricewaterhouseCoopers, London, UK 
                                       For copies o f our latest report, 
LEGAL COUNSEL                          contact Inve stor Relations. 
 
Kirkland & Ellis, London, UK 
Linklaters & Paines, London, UK 
 
INVESTOR RELATIONS INQUIRIES 
 
Octel Corp. 
Global House 
Bailey Lane 
Manchester M90 4AA 
UK 
Tel: +44(0)161 498 8889 



WWW.OCTEL -CORP.COM  
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EXHIBIT 21.1  

SUBSIDIARIES OF REGISTRANT  

1. Octel Corp.  
2. H Performance Products Inc.  
3. Octel America Inc.  
4. Octel International Ltd. (United Kingdom)  
5. Octel Developments PLC (United Kingdom)  
6. Octel Trading Ltd. (United Kingdom)  
7. Octel Petroleum Specialties Ltd. (United Kingdom)  
8. Octavision Ltd. (United Kingdom)  
9. The Associated Octel Co. Ltd. (United Kingdom)  
10. Hi - Mar Specialties Inc.  
11. ProChem Chemicals Inc  
12. AKChemie GmbH (Germany)  
13. Octel France SAS  
14. Societa Italiana Additivi per Carburanti srl (Italy)  
15. Octel Deutschland GmbH (Germany)  
16. OBOAdler Company Ltd. (United Kingdom)  
17. Alcor Chemie GmbH (Switzerland)  
18. Alcor Chemie Vertriebs AG (Switzerland)  
19. Novoktan GmbH (Germany)  
20. Octel Innovations Ltd. (United Kingdom)  
21. The Associated Octel Company (South Africa) (Pty) Ltd.  
22. Gamlen Industries SA (France)  
23. Bycosin Invest AB (Sweden)  
24. Bycosin AB (Sweden)  
25. Manhoko Ltd. (Hong Kong)  
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