2004 Annual Report on Form 10-K



ABOUT THE COMPANY

NewMarket Corporation
through its subsidiaries,

Afton Chemical Corporation and Ethyl Corporation,
develops, manufactures, blends, and delivers
chemical additives that enhance the
performance of petroleum products. From
additive components to custom-formulated chemical blends,
the NewMarket family of companies
provides the world with products and solutions
to make fuels burn cleaner, engines

run smoother and machines last longer.



FINANCIAL HIGHLIGHTS

2004 2003

(in thousands except
per-share amounts)

OPERATIONS:
Earnings excluding discontinued operations and
NONTECUITING TLEMS . . oottt ettt et ee e eeae s $ 24,631 $ 20,624
Discontinued operations () . ............oueitinrennenn.n.. — 14,805
Nonrecurring income (b) . ..........o i 8,427 1,624
NetinCome . . ....o it e e $ 33,058 $ 37,053

PER BASIC COMMON SHARE: (c)

Earnings per share:
Earnings excluding discontinued operations and

NONTECUITING TLEMS .« . oot vttt et et e e e ee $ 145 $ 1.23
Discontinued operations () . ..............vurinrenn.n. — .88
Nonrecurring income (b) ............ ... 50 .10

NEtINCOME . . .ottt ettt e e e e $ 195 § 221

Shares used to compute basic earnings per share . . ............. 16,916 16,733
FINANCIAL POSITION:

Total long-termdebt . . ........ ... ... ...t $184,438 $208,817

(a)

(b)

(©)

Discontinued operations reflect the after-tax gain on the sale of the phenolic antioxidant
business, which was sold in January 2003.

Nonrecurring income after income taxes:
Benefit from environmental insurance settlement .......... $8,427 $ —
Gain on implementation of SFAS No. 143 ............... — 1,624

$8,427 $1,624

Information on diluted earnings per share is included in the Consolidated Statements of
Income.
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To our Fellow Shareholders:

I am pleased to report that 2004 was a year of significant achievements and advances toward our ongoing
goals of continuously improving business performance, strengthening our financial position and providing long-
term growth for our shareholders. Our earnings from continuing operations were $24.6 million, or $1.45 per
share which is a 19% improvement compared to recurring earnings last year.

During the year, our shareholders approved the change in our corporate structure to that of a holding
company. On June 18, 2004, we discontinued trading under the Ethyl name and began trading as NewMarket
Corporation under the symbol NEU on the New York Stock Exchange. While we continue to operate our
business along the same functional lines that we did in 2003, NewMarket is now the parent company of two
operating subsidiaries: Ethyl Corporation and Afton Chemical Corporation (Afton). Each corporation manages its
own assets and liabilities. Ethyl contains the tetraethyl lead (TEL) business and certain manufacturing operations
and Afton owns and manages our petroleum additives business. NewMarket also became the parent company of
NewMarket Services Corporation, which provides various administrative services to NewMarket, Afton, and
Ethyl.

Our financial position continues to improve and several external measures of that improvement were seen
during the year. We restructured our bank loan in June, when we implemented the holding company. The terms
of the new loan are more favorable than the loan it replaced, which is a reflection of the fact that we are a much
stronger company today than we were when the original loan was put in place. Our improved financial profile
was further affirmed in the fourth quarter when Standard & Poor’s upgraded our credit ratings. This is
recognition by the financial markets that we have made progress on our financial goals and have delivered on our
promises. During the year we reduced debt by $24 million, leaving us with only $30 million drawn on our bank
facility. We expect to be in a position to eliminate the bank debt entirely during 2005, and we will start building
cash for other corporate purposes.

Afton began to conduct business with a new identity at mid-year, but with the same dedication to its
customers and markets. One of the first actions taken by Afton’s management was to reaffirm its mission. That
mission is to be a vital, flexible and growing global technology provider whose forward thinkers consistently
exceed customer expectations with business solutions that increase their customers’ profitability and make Afton
an indispensable partner in the customer’s success. The employees of Afton delivered significantly on the goals
stated in their mission during the year by growing shipments 18%, introducing new products into the market and
continuing to invest in R&D to support the current and future product offerings. Operating profit for the year was
slightly behind last year as a consequence of the impact that escalating raw material costs had on our business.
While the industry was successful in some price increases, the overall impact for the year was unfavorable.

Ethyl Corporation successfully managed the contribution from the declining TEL business, achieving
excellent results with earnings surpassing the prior year for the second year in a row. While the long-term
demand for this product continues to decline, it remains a significant contributor to both our profits and cash
flows.

During all of the changes in our corporate structure and pressures in our marketplace, we delivered our
second best safety year of the last eleven years. Our recordable incidence rate of 0.83 demonstrates that safety is
a way of life at NewMarket, one where each of us understands our role and executes it safely and with the utmost
regard for our neighbors and the environment.

The corporate governance arena was also very active for the year. Mr. William Berry announced his
intention to resign from the Board after 22 years of active contribution to the Corporation. Mr. Berry’s advice
and contribution has been much appreciated and his presence will be missed by the Board and executive officers.
Mr. Patrick D. Hanley was appointed to the Board during 2004 and will stand for reelection at the Annual
Shareholders Meeting. Mr. Hanley is currently the CFO of Overnite Corporation and serves on several
committees of our Board. During this year virtually all public companies worked to implement the requirements
of the Sarbanes-Oxley legislation. The employees of our company worked diligently to implement both the letter
and spirit of this law, whose goal is to assure the reliability of the financial information published by public



companies. While we spent over $1 million on this effort in 2004, we believe we have made improvements to our
systems and have more effective processes in place today than when we began. Our 10-K contains our attestation
that our controls are working well and contain no material weaknesses.

While we are pleased with the performance of our current business base, we remain active in our acquisition
search. As we have explained in previous communications, we have quite a wide range of acceptable alternatives
at this stage. We are beginning our search in those business areas that we understand and that are closer to what
we do today, so that we might leverage our resources. If we do not find attractive opportunities there, we will
expand our search into other areas. Our guiding principles are that we prefer larger acquisitions to smaller ones,
will be more comfortable with higher debt ratios the more we understand the business, and believe time is on our
side. We will be patient in our search and are confident our financial capability will only improve with time.

It is my pleasure to close by thanking those that continue to make NewMarket a success. To our customers,
thank you for the confidence you demonstrate by making us an integral part of your business plans. Whether
those plans are a one-time purchase or a full blown marketing program to develop and deliver differentiating
products, we are ready to demonstrate our value and to continue to earn your business. To our employees, thank
you for another year of going the extra mile to make this a great place to work—a place where no task is too
difficult and one where the integrity and transparency being attempted through legislation today has been a way
of life for many years. I also thank you, our shareholders, for your continued support.

Thomas E. Gottwald
President and CEO
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PARTI

ITEM 1. BUSINESS

In 2004, the Board of Directors of Ethyl Corporation (Ethyl) unanimously recommended and Ethyl’s
shareholders approved a new holding company structure. Upon establishment of the holding company structure
on June 18, 2004, each share of Ethyl common stock was automatically converted into one share of NewMarket
Corporation (NewMarket) common stock. NewMarket common stock began trading on the New York Stock
Exchange on June 21, 2004 under the ticker symbol “NEU.”

Following the establishment of the holding company structure, we completed an internal restructuring of our
subsidiaries. After the internal restructuring, we continue to operate our business along functional lines, with
NewMarket as the parent company of two major operating subsidiaries: Ethyl Corporation and Afton Chemical
Corporation (Afton), formerly Ethyl Petroleum Additives, Inc. Each manages its own assets and liabilities. Ethyl
represents the tetraethyl lead (TEL) business and certain manufacturing operations and Afton encompasses the
petroleum additives business. NewMarket also became the parent company of NewMarket Services Corporation,
which provides various administrative shared services to NewMarket, Afton, and Ethyl.

References in this Annual Report on Form 10-K to “we,” “our,” and “NewMarket” are to NewMarket
Corporation and its subsidiaries on a consolidated basis, unless the context indicates otherwise.

This new structure mirrors the way we have managed operations for many years and adds what we believe
are important strengths. The holding company structure distinguishes the parent from the operating subsidiaries
thereby clarifying operational structures. We believe that the holding company structure will facilitate
diversification into new markets and will improve financing options.

Equally important, we believe that the new structure allows Afton and Ethyl management to focus on the
strategies, systems, and opportunities that offer the greatest potential for their respective product lines and
markets. See the “Other Matters” section in “Item |—Business” for further information on our corporate
structure.

As a specialty chemicals company, Afton provides highly formulated packages of lubricant and fuel
additives. Afton develops, manufactures and blends fuel and lubricant additive products, and markets and sells
these products worldwide. Afton is one of the largest global producers of lubricant additives and we believe
offers the broadest line of fuel additives worldwide. Lubricant and fuel additives are necessary products for
efficient maintenance and reliable operation of all vehicles and machinery. From additive components to custom-
formulated chemical blends, we believe Afton provides customers with products and solutions that make fuels
burn cleaner, engines run smoother, and machines last longer.

Afton serves the lubricant and fuel market with three unique brands. HITEC® petroleum additives are
formulated to provide our customers with a measurable and sustainable marketing or cost advantage. Our
GREENBURN® product line provides immediate, sustained, and economical emission reductions across the
entire spectrum of distillate fuels, and our TecGARD™ brand is specially formulated to improve the reliability
and performance of metalworking operations. All three brands are marketed worldwide by Afton employees and
our valuable channel partners.

Afton has developed long-term relationships with its customers in every major region of the world, which
Afton serves through five manufacturing facilities in North America and Europe.

Afton has more than 200 employees dedicated to research and development who work closely with their
customers to develop chemical formulations that are tailored to the customers’ and the end-users’ specific needs.
Afton’s portfolio of technologically advanced, value-added products allows it to provide a full range of products
and services to its customers.



Through Ethyl, we are one of the primary marketers of TEL in North America, and through the marketing
agreements with The Associated Octel Company Limited and its affiliates (Octel), we are the only marketer of
TEL outside of North America.

We were incorporated in the Commonwealth of Virginia in 2004. Our principal executive offices are located
at 330 South Fourth Street, Richmond, Virginia, and our telephone number is (804) 788-5000. We employed
1,135 people at year-end 2004.

Business Segments

We report our business in two distinct segments: petroleum additives and TEL. We divide our business this
way due to the operational differences between the two business units. The petroleum additives business operates
in a market where we actively seek opportunities, while TEL is a mature product with declining demand and is
marketed primarily through third-party agreements. Financial information concerning our segments is provided
in Item 8, “Financial Statements and Supplementary Data.”

Petroleum Additives—Petroleum additives are used in lubricating oils and fuels to enhance their
performance in machinery, vehicles, and other equipment. We manufacture component chemicals that are
selected to perform one or more specific functions and blend those chemicals with other components to form
packages for use in specified end-user applications. The petroleum additives market is an international
marketplace, with customers ranging from oil companies and refineries to vehicle original equipment
manufacturers (OEMs) and other specialty chemical companies.

We view the petroleum additives marketplace as being comprised of two broad product groupings: lubricant
additives and fuel additives. Lubricant additives are highly formulated chemical products that improve the
performance, durability and functionality of mineral oils, thereby enhancing the performance of machinery and
engines. Fuel additives are chemical components and products that improve the refining process and performance
of gasoline, diesel and other fuels, resulting in lower fuel costs, better vehicle performance, and reduced tailpipe
or smoke stack emissions.

Our success in the petroleum additives segment is due to our technical capabilities, our formulation
expertise, our close relationships with our customers, our broad differentiated product offerings, and our global
distribution capabilities. We invest significantly in research and development in order to meet our customers’
needs, as well as the rapidly changing environment for new and improved products and services.

Lubricant Additives

Lubricant additives are essential ingredients for lubricating oils. Lubricant additives are used in a wide
variety of vehicle and industrial applications, including engine oil, automatic transmission fluids, gear oils,
hydraulic oils, turbine oils, and in virtually any other application where metal-to-metal moving parts are utilized.
Lubricant additives are organic and synthetic chemical components that enhance wear protection, prevent
deposits, and protect against the hostile operating environment of an engine, transmission, axle, hydraulic pump,
or industrial machine.

Lubricants are used in nearly every piece of operating machinery from heavy industrial equipment to
vehicles. Lubricants provide a layer of insulation and protection between moving mechanical parts. Without this
layer of protection, the normal functioning of machinery would not occur. Effective lubricants reduce downtime,
prevent accidents, and increase efficiency. Specifically, lubricants serve the following main functions:

o Friction reduction—Friction is reduced by maintaining a thin film of lubricant between moving surfaces,
preventing them from coming into direct contact with one another and reducing wear on moving
machinery.



e Heat removal—Lubricants act as coolants by removing heat resulting from either friction or through
contact with other, higher temperature materials.

e Containment of contaminants—Lubricants can be contaminated in many ways, especially over time.
Lubricants are required to function by carrying contaminants away from the machinery and neutralizing
the deleterious impact of the by-products of combustion.

The functionality of lubricants is created through an exact balance between a base mineral oil and
performance enhancing additives. This balance is the goal of effective formulations achieved by experienced
research professionals. We offer a full line of lubricant additive products, each of which is composed of
component chemicals specially selected to perform desired functions. We manufacture most of the chemical
components and blend these components to create products designed to meet industry and customer
specifications. Lubricant additive components are generally classified based upon their intended functionality,
including:

¢ viscosity index modifiers, which improve the viscosity and temperature characteristics of lubricants and
help the lubricant flow evenly to all parts of an engine or machine;

 detergents, which clean moving parts of engines and machines, suspend oil contaminants and combustion
byproducts, and absorb acidic combustion products;

e dispersants, which serve to inhibit the formation of sludge and particulates;
e extreme pressure/antiwear agents, which reduce wear on moving engine and machinery parts; and

 antioxidants, which prevent oil from degrading over time.

We are one of the leading global suppliers of specially formulated lubricant additives that combine some or
all of the components described above. Our products are highly formulated, complex chemical compositions
derived from extensive research and testing to ensure all additive components work together to provide the
intended results. Our products are engineered to meet specifications prescribed by either the industry generally or
a specific customer. Purchasers of lubricant additives tend to be oil companies, distributors, and refineries.

Key drivers of lubricant additives demand include total vehicle miles driven, vehicle production, equipment
production, the average age of vehicles on the road, new engine and driveline technologies, and drain/refill
intervals.

We view the lubricant marketplace as comprising two primary components: engine oil additives and
specialty additives. These two components include common customers, are served by our same plants and are
supported with a common sales, as well as research and development workforce.

Engine Oil Additives—The largest submarket within the lubricant additives marketplace is engine oils,
which we estimate represents approximately 70% of the overall lubricant additives market volume, yet a much
lower percentage of the overall market profitability. The engine oil market customers include consumers, service
stations, and OEMs. The extension of drain intervals has generally offset increased demand due to higher vehicle
population and more miles driven. The primary functions of engine oil additives are to reduce friction, prevent
wear, control formation of sludge and oxidation, and prevent rust. Engine oil additives are typically sold to
lubricant manufacturers who combine them with a base oil product to meet internal, industry, and OEM
specifications.

Key drivers of the engine oils market are the number of vehicles on the road, drain intervals for engine oils,
engine and crankcase size, changes in engine design, and temperature and specification changes driven by the
OEMs. Customer and supplier dynamics have created a difficult marketplace for engine oil additives in recent
years as the marketplace prices engine oil products more like a commodity. This has resulted in significant
margin pressure being experienced by producers of engine oil additives.
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Afton’s goal is to improve the profitability of this product line by developing additives that are specially
formulated for the vehicles people drive and the way they drive them. Afton offers additives for oils that we
believe protect the modern engine and makes additives that are specially formulated to protect high mileage
vehicles. Afton offers products that enhance the performance of mineral, part-synthetic, and fully-synthetic
engine oils.

Specialty Additives—The specialty additive submarket is comprised of additives designed for products such
as automatic transmission fluids (ATF), gear oils, and industrial fluids, which serve both driveline and industrial
applications. This submarket comprises approximately 30% of the overall lubricant additives market volume, but
a much larger percentage of its overall profitability. ATFs primarily serve as the power transmission and heat
transfer medium in the area of the transmission where the torque of the drive shaft is transferred to the gears of
the vehicle. Gear additives lubricate gears, bearings, clutches, and bands in the gear-box and are used in vehicles,
off-highway, hydraulic, and marine equipment. Other products in this area consist of hydraulic transmission
fluids, universal tractor fluids, power steering fluids, shock absorber fluids, gear oils, lubricants for heavy
machinery, and vehicle greases. These products must conform to highly prescribed specifications developed by
vehicle OEMs for specific models or designs. These additives are generally sold to oil companies and often
ultimately to vehicle OEMs for new vehicles (factory-fill). End-products are also sold to service dealers for
aftermarket servicing (service-fill). Our TecGARD™ additives are marketed to the metalworking industry with
state-of-the-art solutions for the market.

Key drivers of the specialty additives marketplace are the number of vehicles manufactured, drain intervals
for ATF and gear applications, changes in engine and transmission design and temperatures, and specification
changes driven by the OEMs.

Fuel Additives

Fuel additives are chemical compounds that are used to improve both the oil refining process and the
performance of gasoline, diesel, and other fuels. Benefits of fuel additives in the oil refining process include
reduced use of crude oil, lower processing costs, and improved fuel storage properties. Fuel performance benefits
include ignition improvements, emission reductions, fuel economy improvements, and engine cleanliness, as well
as protection against deposits in fuel injectors, intake valves and the combustion chamber. Our fuel additives are
extensively tested and designed to meet stringent industry, government, and OEM requirements.

Many different types of additives are used in fuels. Their use is generally determined by customer, industry,
OEM and government specifications and often differs from country to country. The types of fuel additives we
offer include:

e gasoline performance additives, which clean and maintain key elements of the fuel delivery systems,
including fuel injectors and intake valves, in gasoline engines;

* diesel fuel performance additives, which perform similar cleaning functions in diesel engines;

e cetane improvers, which increase the cetane number (ignition quality) in diesel fuel by reducing the delay
between injection and ignition;

¢ stabilizers, which reduce or eliminate oxidation in fuel;

* corrosion inhibitors, which minimize the corrosive effects of combustion by-products and prevent rust;
e lubricity additives, which restore lubricating properties lost in the refining process;

 cold flow improvers, which improve the pumping and flow of diesel in cold temperatures; and

e octane enhancers, which increase octane ratings and decrease emissions.

We believe we offer the broadest line of fuel additives worldwide and sell our products to major fuel
marketers and refiners, as well as independent terminals and other fuel blenders.
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Key drivers in the fuel additive marketplace include total vehicle miles driven, the introduction of more
sophisticated engines, regulations on emissions (both gasoline and diesel), quality of crude oil slate and
performance standards and marketing programs of major oil companies.

Competition

In the lubricant additives submarket of petroleum additives, we believe that the four top suppliers in 2004
supplied over 80% of the market. These suppliers include Lubrizol, Infineum (a joint venture between
ExxonMobil Chemical and Shell), Oronite (a subsidiary of ChevronTexaco), and Afton. Several other suppliers
comprise the remaining market share.

The fuel additives submarket is fragmented and characterized by more competitors. While we participate in
many facets of the fuels market, our competitors tend to be more narrowly focused. In the gasoline detergent
market, we compete mainly against BASF and Oronite; in the cetane improver market, we compete against
SNPE of France and Exchem of the U.K.; and in the diesel markets, we compete against Lubrizol, Infineum,
BASF, and Octel.

The competition among the participants in these industries is characterized by the need to provide customers
with cost effective, technologically capable products that meet or exceed industry specifications. The need to
continually lower cost through formulation technology and cost improvement programs is vital for success in this
environment.

Tetraethyl Lead—TEL is a distinct business segment. TEL is used as an octane enhancer in gasoline to
improve ignition qualities and operating performance of fuel. Since the 1920s, TEL has been used to prevent
“engine knock,” a condition of poor combustion timing causing loss of engine power. In the 1970s, U.S. automobile
manufacturers began including emissions control technology in vehicles to comply with the Federal Clean Air Act.
When the surface metal of a catalytic converter in emissions control systems was deemed incompatible with lead,
unleaded gasoline became the fuel standard in the United States with other countries following. Octel is now the
only manufacturer of TEL worldwide. Through our agreements with Octel, we receive 32% of the net proceeds
from the sale of TEL by Octel in all regions of the world except North America. In North America, we continue to
purchase a small quantity of TEL from Octel and sell it to selected customers for aviation and racing fuel. Our
agreements with Octel expire in 2010, but contain provisions for extensions thereafter.

We expect the market for TEL to continue to decline. The rate of decline will vary from year to year and an
exact year-on-year decline rate is difficult to project. The rate of decline will be determined in a large part by
major customers’ plans to cease using the product. Our marketing agreements with Octel should help us manage
this declining market by providing efficiencies of operation while maximizing cash flow.

Raw Materials and Product Supply

We use a variety of raw materials and chemicals in our manufacturing and blending processes and believe
the sources of these are adequate for our current operations. The most important raw materials for Afton are base
oil, polyisobutylene, maleic anhydride, olefin copolymers, antioxidants, alcohols, and methacrylates. The
chemical industry, in general, is experiencing some tightness in the supply of certain commodity materials. We
continue to monitor the situation and will adjust our procurement strategies accordingly. Generally, we purchase
major raw materials and chemicals under long-term contracts with multi-source suppliers. Certain products are
obtained through single-source suppliers.

We have the following long-term supply agreements for raw materials and finished products:

e Octel supplies TEL for our North American sales of that product under an agreement expiring in 2010,
with extensions subject to certain terms and conditions.

e Albemarle Corporation (Albemarle) supplies methylcyclopentadienyl manganese tricarbonyl (MMT®), a
fuel additive, under a supply agreement expiring in 2014.
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During 2003, DSM Copolymer, Inc., our supplier of olefin copolymer viscosity index improvers, notified us
of their intent to terminate a long-term supply agreement in mid-2005. The contract was initially scheduled to
terminate in 2012. We have developed other supply alternatives and expect no disruption of supply. These new
alternatives may be more expensive than the previous agreement.

Prior to the sale of our antioxidant business to Albemarle in January 2003, Albemarle supplied certain
antioxidant finished products to us under a supply agreement that would have expired in 2014. They continue to
supply antioxidants for our internal needs.

Research, Development, and Testing

Research, development, and testing (R&D) provides the basis for our global petroleum additives
technology. We develop products through a combination of chemical synthesis, formulation, engineering design
and performance testing. In addition to products, R&D also provides our customers with technical support to
assure total customer satisfaction.

We are committed to providing the most advanced products, comprehensive testing programs and superior
technical support to our customers worldwide. R&D expenditures, which totaled $65 million in 2004, $58
million in 2003, and $51 million in 2003, are expected to grow modestly in 2005 in support of our core
technology areas. The efficiency of our R&D spending continues to improve through expansion of internal
testing capabilities and project management processes.

Afton continues to develop new technology and products to meet the changing requirements of OEMs and
to keep our customers well positioned for the future. In 2004, we continued advancements in automatic
transmission fluid technologies with new fill-for-life transmission fluids to meet specific OEM specifications. In
addition, we have built strong fundamental research and modeling capabilities on additive/fluid interactions with
critical transmission components. New gear technologies and formulations were developed that combine
increased fuel efficiency and the ability to significantly lower break-in temperatures of new axles in the field.
New engine oil technology was developed that improves performance in existing engine oil categories and sets
the stage for development of efficient new formulations for the next-generation passenger car and heavy-duty
diesel engine oil categories. New products were launched in both gasoline and diesel performance additive areas,
both of which increase deposit control performance in fuel and combustion management systems.

Intellectual Property

Our intellectual property, including our patents, licenses, and trademarks, is an important component of our
business. We actively protect our inventions, new technologies, and product developments by filing patent
applications or maintaining trade secrets. We currently own approximately 1,000 issued United States and
foreign patents, with a significant number of additional patents pending. The use of technology covered by
several of these patents and trade secrets is licensed to others through an active royalty-generating licensing
program. In addition, we have acquired the rights under patents and inventions of others through licenses. We
take care to respect the intellectual property rights of others and we believe our products do not infringe upon
those rights. We vigorously participate in patent opposition proceedings around the world, where necessary, to
secure a technology base free of infringement. We believe our patent position is strong, aggressively managed,
and sufficient for the conduct of our business.

We also have several hundred trademark registrations throughout the world for our marks, including Ethyl®,
MMT®, HIiTEC®, and GREENBURN®, as well as several pending trademark applications, including
NewMarket™ and Afton Chemical™.

Commitment to Environmental and Safety Excellence

We are committed to continuous improvement and vigilant management of the health and safety of our
employees, neighbors and customers, as well as the stewardship of the environment. One way we demonstrate
this commitment is by supporting the principles of the American Chemistry Council (ACC) Responsible Care®
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program. Safety in all actions is a way of life at NewMarket—enhancing operations, the way we work, and the
relationships we maintain with our customers and our communities. Our executive management meetings begin
with a review of our environmental and safety performance. We challenge ourselves to be a leader in the
chemical industry with our performance. We have established goals that are continuous in nature and are just a
portion of the metrics we use to manage the worldwide environmental and safety aspects of our business. Our
many goals include having:

e Zero reportable injuries,
e Zero reportable spills, and

e Zero process safety incidents.

Our objective is to establish a culture where each of our employees understands that good environmental
and safety performance is good business and understands that environmental compliance and safety is their
personal responsibility.

On the goal of reportable injuries, our worldwide recordable rate (which is the number of injuries per
200,000 hours worked) in 2004 was 0.83, which is somewhat better than our 2003 rate and is our second best
year of the last eleven years. We have demonstrated continuous improvement with a downward aggregate trend
over the last five years. NewMarket’s safety performance represents a focused effort by all of our employees. We
are extremely proud of our accomplishments in the safety area, especially when compared to safety records in
other industries. We are committed to the safety of our employees and our neighbors and believe our record
demonstrates that commitment.

As members of the ACC, Afton and Ethyl have provided data on the eight metrics used to track
environmental, safety, and product stewardship performance of the member companies. These can be viewed at
www.RESPONSIBLECARE-US.com. The information on this website is not, and shall not be deemed to be, a part
of this Annual Report on Form 10-K or incorporated in any other filings we make with the SEC.

Environmental

We operate under policies that we believe comply with federal, state, local, and foreign requirements
regarding the handling, manufacture, and use of materials. One or more regulatory agencies may classify some of
these materials as hazardous or toxic. We also believe that we comply with laws, regulations, statutes, and
ordinances protecting the environment, including those related to the discharge of materials. We expect to
continue to comply in every material respect.

We regularly review the status of significant existing or potential environmental issues. We accrue and
expense our proportionate share of environmental remediation and monitoring costs in accordance with
Statement of Financial Accounting Standards (SFAS) No. 5 and Financial Accounting Standards Board
Interpretation No. 14, as clarified by the American Institute of Certified Public Accountants Statement of
Position 96-1. As necessary, we adjust our accruals based on current information.

Total gross liabilities accrued at year-end for environmental remediation were $22 million for 2004 and $23
million for 2003. In addition to the accruals for environmental remediation, we also had accruals for dismantling
and decommissioning costs of $7 million at December 31, 2004 and $10 million at December 31, 2003. The
decrease in the accruals for both remediation, as well as dismantling and decommissioning costs from year-end
2003 to 2004 is primarily the result of activity at TEL sites in Canada and Houston, as well as the benefit of
technology improvements at a Superfund site. As new technology becomes available, it may be possible to
further reduce accrued amounts. While we believe that we are fully accrued for known environmental issues, it is
possible that unexpected future costs could have a significant financial impact on our financial position and
results of operations.

We recorded expected insurance reimbursement assets related to the environmental remediation,
dismantling, and decommissioning accruals of $3 million at December 31, 2003. There were no expected
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insurance reimbursements at December 31, 2004. During the third quarter 2004, we reached a $16 million
environmental insurance settlement resulting in the collection of expected insurance reimbursements. The gain
on this settlement amounted to $13 million and is reflected in the Consolidated Statements of Income under the
caption “Special item income.” We received $8 million during 2004. We received $4 million in February 2005
and will receive the remaining $4 million in the first quarter 2006.

We spent approximately $14 million in 2004 and $13 million in both 2003 and 2002 for environmental
operating and clean-up costs, excluding depreciation of previously capitalized expenditures. Of these amounts,
the ongoing costs of operations were $13 million in 2004 and $11 million in 2003 and 2002. The balance
represents clean-up, or remediation and monitoring costs. These environmental operating and clean-up expenses
are included in cost of goods sold. In 2005, we expect environmental operating and remediation costs to be about
the same as 2004.

For capital expenditures on pollution prevention and safety projects, we spent $4 million in 2004, $3 million
in 2003, and $5 million in 2002. Over each of the next two years, we expect capital expenditures for these types
of projects to be approximately $7 million to $8 million due to modifications needed to meet the Miscellaneous
Organic National Emissions Standards for Hazardous Air Pollutants regulation.

Our estimate of the effects of complying with governmental pollution prevention and safety regulations is
subject to:

* potential changes in applicable statutes and regulations (or their enforcement and interpretation);
* uncertainty as to the success of anticipated solutions to pollution problems;
* uncertainty as to whether additional expense may prove necessary; and

* potential for emerging technology to affect remediation methods and reduce associated costs.

We are subject to the federal Superfund law and similar state laws under which we may be designated as a
potentially responsible party (PRP). As a PRP, we may be liable for a share of the costs associated with cleaning
up hazardous waste sites such as a landfill to which we may have sent waste.

In de minimis PRP matters and in some minor PRP matters, we generally negotiate a consent decree to pay
an apportioned settlement. This relieves us of any further liability as a PRP, except for remote contingencies.
Settlement costs for a de minimis participant are typically less than $50,000. Settlement costs for a minor
participant are typically less than $300,000.

We are also a PRP at some Superfund sites where our liability may be in excess of de minimis or minor PRP
levels. Most Superfund sites where we are a PRP represent environmental issues that are quite mature. The sites
have been investigated, and in many cases, the remediation methodology, as well as the proportionate shares of
each PRP have been established. Other sites are not as mature, which makes it more difficult to reasonably
estimate our share of the future clean-up or remediation costs. We have previously accrued the estimated expense
of the remediation and monitoring of these sites. Generally, remediation and monitoring will go on for an
extended period.

During 2000, the Environmental Protection Agency (EPA) named us as a PRP under Superfund law for the
clean-up of soil and groundwater contamination at the Sauget Area 2 Site in Sauget, Illinois. Without admitting
any fact, responsibility, fault, or liability in connection with this site, we are participating with other PRPs in site
investigations and feasibility studies.

The Sauget Area 2 Site PRPs submitted a Remedial Investigation and Feasibility Studies (RI/FS) to the EPA
in early 2004. We have accrued our estimated proportional share of the expenses for the RI/FS. We also accrued
our best estimate of our proportional share of the remediation liability proposed in that submission. The EPA has

10



since not accepted the RI/FS. In addition, at a recent meeting with the EPA in December 2004, the scope and
direction of the RI/FS were further discussed leading to our conclusion that the RI/FS process will probably take
one to two years to complete. The RI/FS work is ongoing, and we believe it is not at a stage where any further
conclusion can be drawn as to the remediation liability we may incur. We do not believe there is any additional
information available as a basis for revision of the liability that we have established. The amount accrued for this
site is not material.

During late 2003, one of the other PRPs for the Sauget Area 2 Site declared bankruptcy. The performance of
this PRP and its related entities is uncertain. We have not yet determined what, if any, impact this may have on us.

We also own several other environmental sites where we are in the process of remediation and monitoring.
At one of our major sites in the United States, we have substantially completed remediation and will be
monitoring the site for an extended period. In addition, during 2004 we began dismantling and remediation at our
Canadian TEL plant.

Geographic Areas

We have operations in the United States, Europe, Asia, Latin America, Australia, and Canada. The
economies are stable in most of the countries where we operate. In countries with more political or economic
uncertainty, we generally minimize our risk of loss by utilizing U.S. dollar-denominated transactions, letters of
credit, and prepaid transactions. We also participate in selective foreign currency forward contracts at certain
times. Our foreign customers mainly consist of financially viable government organizations and large companies.

The table below reports net sales and long-lived assets by geographic area. Except for the United States and
Canada, no country exceeded 10% of net sales during any year. Canada exceeded 10% of net sales only in 2003
and 2002. The United States was the only country that exceeded 10% of long-lived assets in any year. We assign
revenues to geographic areas based on the location to which the product was shipped. The change in net sales
during the three-year period is discussed more fully in Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operation.”

Geographic Areas
2004 2003 2002
(in millions of dollars)
Net Sales
United SEAtes . . .. ...ttt $326 $264 $216
Canada . ... 80 93 81
Other fOreign . ... ...t 488 399 359
Consolidated net sales . .. ......... it $894 $756 $656
Long-lived assets (a)
United STAtES . . ..ottt et e e $199 $215 $238
FOreIgn ..o 44 51 70
Total long-lived @SSets . . ..o vt et e $243 $266 $308

(a) Long-lived assets include property, plant, and equipment, net of depreciation, as well as intangible assets
and prepayments for services, both net of amortization.

Other Matters

Holding Company Structure—On August 8, 2003, Ethyl filed a request with the Internal Revenue Service
(IRS) seeking rulings as to certain federal income tax consequences of the creation of a holding company
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structure by Ethyl and a related internal restructuring. Ethyl received a private letter ruling on February 5, 2004,
from the IRS stating that the holding company transaction and the internal restructuring generally will qualify as
tax-free for U.S. federal income tax purposes. On February 26, 2004, Ethyl’s Board of Directors determined that
the creation of a holding company structure was in the best interests of Ethyl and its shareholders. The Board
then unanimously voted to adopt an Agreement and Plan of Merger by and among Ethyl, Ethyl Merger Sub, Inc.,
and NewMarket (merger agreement) to create the holding company structure and to recommend that Ethyl
shareholders approve the transaction.

On May 27, 2004, at Ethyl’s annual meeting, Ethyl shareholders approved the transition to a holding
company structure. Under the terms of the merger agreement, Ethyl Merger Sub was merged with and into Ethyl
effective on June 18, 2004. Upon the closing of the transaction, NewMarket became the new parent holding
company for Ethyl and its subsidiaries and each share of Ethyl common stock automatically converted into one
share of NewMarket common stock. The NewMarket common stock began trading on the New York Stock
Exchange on June 21, 2004, under the symbol “NEU.”

Following the establishment of the holding company structure, we completed the internal restructuring of
our subsidiaries as a result of which, NewMarket became the parent company of two operating companies, each
managing its own assets and liabilities. Those companies are Afton, which focuses on petroleum additive
products; and Ethyl, representing certain manufacturing operations and the TEL business. NewMarket also
became the parent company of NewMarket Services Corporation, which provides various administrative services
to NewMarket, Afton, and Ethyl.

MMT Developments—In July 2003, Afton completed its review of the MMT fleet study report released by
the Alliance of Automobile Manufacturers (AAM) in July 2002. With the assistance of ENVIRON International
Corporation, we concluded that the AAM study reaffirms that MMT is an acceptable fuel constituent that does
not harm vehicle emission control systems. Afton reported these conclusions in a paper presented at the Society
of Automotive Engineers (SAE) meeting in October 2003 in Pittsburgh, Pennsylvania. Nonetheless, the
automotive industry continues to persist in demanding that oil companies discontinue the use of MMT and that
governments disallow the use of the product. The automotive industry has more recently alleged that MMT may
cause catalyst plugging in vehicles equipped with the most advanced emission control systems. However, no
credible evidence to support this allegation has been provided by the automobile industry to us. As part of its
ongoing research activities, Afton continues to monitor and test MMT compatibility with modern emission
control systems and catalysts. In December 2003, the government of Canada released its “Proposed Framework
for an Independent Third-Party Review of New Information on the Effects of MMT on Vehicle Emissions.” In its
proposal, the Canadian government provided no timetable for the commencement or completion of the review.
We believe that this independent third-party review of MMT, when properly designed, conducted and
interpreted, will reaffirm that MMT is compatible with modern emission control devices.

Substantially all of our customers in Canada have suspended the use of the gasoline additive MMT, pending
the results of the government of Canada-sponsored independent third-party review. To date, the government of
Canada has not initiated the review. While this suspension has had a negative impact on our Canadian business,
we have been able to expand the use of the product in other parts of the world, which has substantially offset the
impact from the loss of the Canadian business. MMT is one of the most extensively tested fuel additives in
history. While we are disappointed with the decision of our customers in Canada, we believe that MMT is an
environmentally beneficial product that has proven its effectiveness in real-world use.

Availability of Reports Filed with the Securities and Exchange Commission and Corporate Governance
Documents

Our Internet website address is www.newmarket.com. We make available, free of charge through our
website, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
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of 1934, as amended, as soon as reasonably practicable after such documents are electronically filed with, or
furnished to, the Securities and Exchange Commission (SEC.) In addition, our Corporate Governance Guidelines,
Code of Conduct, and the charters of our Audit; Bonus, Salary and Stock Option; and Nominating and Corporate
Governance Committees, are available on our website and are available in print, without charge, to any
shareholder upon request by contacting our Corporate Secretary at NewMarket Corporation, 330 South Fourth
Street, Richmond, Virginia 23219. The information on our website is not, and shall not be deemed to be, a part of
this report or incorporated into any other filings we make with the SEC.

ITEM 2. PROPERTIES

Our principal operating properties are shown below. Unless indicated, we own the research, development,
and testing facilities and manufacturing properties, which primarily support the petroleum additives business
segment.

Research, Development, and Testing Richmond, Virginia
Bracknell, England (leased)
Tsukuba, Japan (leased)
Ashland, Virginia (leased)

Manufacturing and Distribution Feluy, Belgium (lubricant additives)
Houston, Texas (lubricant and fuel additives; also TEL
storage and distribution)
Natchez, Mississippi (idled facility)
Port Arthur, Texas (lubricant additives)
Rio de Janeiro, Brazil (petroleum additives storage and
distribution)
Sarnia, Ontario, Canada (fuel additives)
Sauget, llinois (lubricant and fuel additives)

We own our corporate headquarters located in Richmond, Virginia, and generally lease our regional and
sales offices located in a number of areas worldwide.

Production Capacity

We believe our plants and supply agreements are sufficient to meet expected sales levels. Operating rates of
the plants vary with product mix and normal sales swings. We believe that our facilities are well maintained and
in good operating condition.

During 2003, we ceased manufacturing at our facility in Rio de Janeiro, Brazil. This facility is currently
operating as a terminal location providing storage, blending, and distribution of petroleum additives.

ITEM 3. LEGAL PROCEEDINGS

We are involved in legal proceedings that are incidental to our business and include administrative or
judicial actions seeking remediation under environmental laws, such as Superfund.

These proceedings include certain product liability cases. The only product liability cases of potential
consequence in which we are involved are TEL-related. In one case, Ethyl was served as a defendant in a case
filed in the Circuit Court for Baltimore City, Maryland, in September 1999. Smith, et al. v. Lead Industries
Association, Inc., et al., alleged personal injuries for seven children from lead exposure arising from lead paint
and dust from tailpipe emissions due to leaded gasoline. The court dismissed Ethyl and some other defendants
from the case in February 2002 and granted summary judgment to other defendants in November 2002. The
plaintiffs have appealed both decisions, but did not appeal the dismissal of Ethyl as a defendant. The Court of
Special Appeals of Maryland reversed the trial court’s decision in part, but noted in its decision that the claims
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related to tailpipe emissions (the only claims concerning Ethyl) had not been appealed. The Court of Appeals of
Maryland granted the petition for a writ of certiorari and heard arguments during the January 2005 session of the
Court, but no decision has been rendered. If such claims are further pursued against Ethyl, we believe Ethyl has
strong defenses and will vigorously defend any such claims.

Like many other companies, we are also a defendant in personal injury lawsuits involving exposure to
asbestos. These cases involve exposure to asbestos in premises owned or operated, or formerly owned or
operated, by subsidiaries of NewMarket. We have never manufactured, sold or distributed products that contain
asbestos. Nearly all of these cases are pending in Texas, Louisiana, or Illinois and involve multiple defendants.
We maintain an accrual for these proceedings. In addition, in 2002, we recorded a receivable from Albemarle in
the amount of $4 million for premises asbestos liability obligations. We invoiced Albemarle for the $4 million
payment. Albemarle disputes this payment and its obligations for premises asbestos liabilities. We, however,
believe that Albemarle is responsible for the payments, as well as certain current and future liability claims,
pursuant to an indemnification agreement between the companies dated as of February 28, 1994. We expect to
fully recover the amounts in the next twelve months.

We accrue for our premises asbestos liability related to currently asserted claims based on the following
assumptions and factors:

* We are often one of many defendants. This factor influences both the number of claims settled against us
and also the indemnity cost associated with such resolutions.

e The estimated percent of claimants in each case that will actually, after discovery, make a claim against
us, out of the total number of claimants in a case, is based on a level consistent with past experience and
current trends.

* We utilize average comparable plaintiff cost history as the basis for estimating pending premises asbestos
related claims. These claims are filed by both former contractors’ employees and former employees who
worked at past and present company locations. We also include an estimated inflation factor in the
calculation.

¢ No estimate is made for unasserted claims.

¢ The estimated recoveries from insurance for these cases are based on, and are consistent with, insurance
recoveries received in past cases.

Based on the above assumptions, we have provided an undiscounted liability related to premises asbestos
claims of $10 million at year-end 2004 and $8 million at year-end 2003. The liabilities related to asbestos claims
are included in accrued expenses (current portion) and other noncurrent liabilities on the balance sheet. Certain of
these costs are recovered through our insurance coverage. The receivable for insurance recoveries related to
premises asbestos liabilities was $5 million at December 31, 2004 and $4 million at December 31, 2003. The
insurance receivables are included in trade and other accounts receivable for the current portion. The noncurrent
portion is included in other assets.

NewMarket is pursuing recovery of sums we allege are owed to us under certain insurance policies from
Travelers Indemnity Company (Travelers) for premises asbestos liability claims. Travelers has been our primary
insurer for many years. We filed a lawsuit against Travelers in the Southern District of Texas in November 2004.

While it is not possible to predict or determine the outcome of any legal proceeding, it is our opinion that we

have adequate accruals, cash, and insurance coverage such that the outcome of these legal proceedings,
individually or in the aggregate, would not result in a material adverse effect on us.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no issues submitted to a vote of security holders during the fourth quarter of 2004.
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PART II

ITEM S. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

On May 27, 2004, at the annual meeting of shareholders of Ethyl Corporation, Ethyl shareholders approved
the transition to a holding company structure. Upon the closing of the transaction, NewMarket became the new
parent holding company for Ethyl and its subsidiaries and each share of Ethyl common stock, $1.00 par value per
share, automatically converted into one share of NewMarket common stock, without par value. The NewMarket
common stock began trading on the New York Stock Exchange (NYSE) on June 21, 2004, under the symbol
“NEU”.

Effective July 1, 2002, we completed a 1-for-5 reverse stock split of our common stock and the number of
authorized shares of common stock was reduced from 400 million to 80 million. We made cash payments for
fractional shares to holders who had a number shares not divisible by five. The cash payment was based on the
average of the closing price for the common stock on each of the five trading days prior to the effective date and
amounted to $4.25 per share or a total payment of less than $10 thousand.

There were 16,980,759 shares outstanding as of December 31, 2004. We had 8,352 shareholders of record at
December 31, 2004.

The following table shows the high and low prices of our common stock on the NYSE for each of the last
eight quarters.

2004
First Quarter Second Quarter Third Quarter Fourth Quarter
High ... .. $25.57 $21.90 $21.55 $22.98
oW $17.37 $17.35 $18.34 $17.98
2003
First Quarter Second Quarter Third Quarter Fourth Quarter
High ... .. $10.48 $10.10 $13.10 $22.30
oW $ 647 $ 8.34 $ 9.51 $12.60
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ITEM 6. SELECTED FINANCIAL DATA

NewMarket Corporation & Subsidiaries

Five Year Summary

Results of Operations

Netsales . ...
Costs and expenses (1) ...,
Operating profit from TEL marketing agreements services .. ... ..
Special items income (expense), net (1,2,3) ..................

Operating profit (10SS) . .......... it
Interest and financing expenses . ...............c..oiiian..
Other income (expense), net (4) . ...........iuiiunennenenn..

Income (loss) before income taxes . .........................
Income tax expense (benefit) ............ ... ... .. ...

Net income (loss) from continuing operations .................
Income from operations of discontinued business (net of tax) (5) .. ..

Income (loss) before cumulative effect of accounting changes . . ..
Cumulative effect of accounting changes (net of tax) (6) .........

Netincome (10SS) ... ..ivt it e

Financial Position and Other Data

Total asSetS ... ...t

Operations:

Working capital . ........ ...
CUrrent ratio .. ... v vttt e e
Depreciation and amortization (1) ........................
Capital expenditures . .............c.ooiiuniiiinnn...
Gross profitasa % of netsales (1) ......... ... ... .......
Research, development, and testing expenses (7) . ............
Totaldebt ...... ... .. . . .
Common and other shareholders’ equity .....................
Total debt as a % of total capitalization ......................
Net income (loss) as a % of average shareholders’ equity ........

Common Stock
Basic earnings (loss) per share:

Earnings (loss) from continuing operations .................

Earnings from operations of discontinued business

(metoftax) (5) ..ot
Cumulative effect of accounting changes (net of tax) (6) .......

Netincome (I0SS) . ...ttt e

Diluted earnings (loss) per share:

Earnings (loss) from continuing operations .................

Earnings from operations of discontinued business

metof tax) (5) « oot
Cumulative effect of accounting changes (net of tax) (6) .......

Netincome (10SS) . ... ivt it e e

Shares used to compute basic earnings per share ...............
Shares used to compute diluted earnings per share . .. ...........
Cash dividends declared per share (8) ................. ... ...
Equity pershare........ ... ... i

Years Ended December 31

2004 2003

2002

2001 2000

(in thousands except per-share amounts)

$894,109 $756,341 $656,350 $ 707,625 $ 825,313

878,020 736,385 642,716 745,789 813,925
33,226 29,603 25,756 36,571 36,619
13,245 — — (114,016) 76,009
62,560 49,559 39,390 (115,609) 124,016
18,254 21,128 25,574 32,808 36,075

324 911 (547)  (4,274) (2,793)
44,630 29,342 13,269 (152,691) 85,148
11,572 8,718 3,756 (45,321) 27,268
33,058 20,624 9,513 (107,370) 57,880

— 14,805 2,901 2,330 3,117
33,058 35429 12,414 (105,040) 60,997

— 1,624  (2,505) — —

$ 33,058 $ 37,053 $ 9,909 $(105,040)$ 60,997

$676,195 $649,748 $656,261 $ 725,105 $1,014,279
$220,072 $184,174 $143,216 $ 125339 $ 93,909
2.57to1 247t01 2.10t01 1.76t01 143to1
$ 44,775 $ 50,391 $ 52,422 $ 99,518 $ 66,256
$ 14,650 $ 11,617 $ 12,671 $ 9,515 $ 13,828
19.9 21.9 21.1 12.5 19.2

$ 65,356 $ 57,865 $ 51,069 $ 55,143 $ 67,767
$184,438 $208,817 $290,067 $ 335,957 $ 443,244
$231,882 $199,683 $153,078 $ 145,293 $ 259,413
44.3 51.1 65.5 69.8 63.1
15.3 21.0 6.6 (51.9) 25.7

$ 195$ 123 % 57% (6438 3.47
— .88 17 14 18

— .10 (.15) — —

$ 195$ 221 % 59 3% (629% 3.65
$ 192$ 122% 57$  (643)% 3.47
— .88 17 14 .18

— .09 (.15) — —

$ 192$ 219%$ 59 3%  (6.29% 3.65
16,916 16,733 16,689 16,689 16,692
17,199 16,940 16,732 16,689 16,692
$ —$ — % — 8 — $ 625
$ 13.66 $ 1190$ 9.17$ 871 $ 1554
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Notes to the Five Year Summary

Asset writedowns, severance, early retirement, and other costs related to the rationalization of our engine oil
additives product lines were $76 million for 2001. Costs and expenses in 2001 were $47 million and
included $41 million related to the accelerated depreciation of certain engine oil additive assets and $6
million of other costs. Early retirement, severance, and related expenses amount to $29 million and are
included in special items income (expense), net.

The special item in 2004 was $13 million income and represents the gain on the environmental insurance
settlement. The terms of the settlement provide for a total payment of $16 million. In addition to $8 million
received during 2004, we received $4 million in February 2005 and will receive the remaining $4 million in
the first quarter 2006.

In addition to the 2001 special items expense discussed above in Note (1), there was a recognition of a $62
million noncash loss on the settlement of our pension liabilities related to the termination of our U.S.
salaried pension plan. Also included was a $26 million charge related to excise taxes on the pension
reversion, which was partially offset by a $3 million gain on the sale of certain assets in Bracknell, England.

The special items in 2000 include a benefit of $81 million related to settlements of certain pension contracts
resulting in the recognition of noncash gains and a $4 million benefit related to the demutualization of
MetLife, Inc. These items were partially offset by an $8 million charge for the write-off of plant assets and a
$1.4 million special retirement charge.

Other income (expense), net in 2004 was $300 thousand income, and was comprised of a number of small
items. Other income (expense), net in 2003 includes a $1 million refund from an insurance company related
to employee benefit policies.

Other income (expense), net in 2002 includes a loss on impairment of nonoperating assets of $4 million, as
well as expenses related to debt refinancing activities of $1 million. In addition, 2002 reflects $1 million
interest income from a settlement with the IRS, as well as $2.4 million for interest income from a lawsuit
settlement.

The 2001 amount includes $3 million of expenses related to the refinancing of our debt. Also included is a
net charge related to nonoperating assets of $3 million resulting from impairment losses of $4 million,
which was partially offset by a $1 million gain on the sale of a nonoperating asset. Other income (expense),
net for 2000 includes a $3 million charge for our percentage share of losses in equity investments offset by a
$2 million gain on the sale of a nonoperating asset.

Discontinued operations reflect the phenolic antioxidant business, which was sold in January 2003. The
2003 amount is the gain on the disposal of this business of $23.2 million ($14.8 million after tax or $.88 per
share). Prior year amounts represent the after-tax earnings of this business.

The cumulative effect of accounting change for 2003 reflects the gain of $2.5 million ($1.6 million after tax
or $.10 per share) recognized upon adoption of Statement of Financial Accounting Standards (SFAS) No.
143 on January 1, 2003. The 2002 amount reflects the impairment of goodwill of $3.1 million ($2.5 million
after tax or $.15 per share) resulting from the January 1, 2002 adoption of SFAS No. 142.

Of the total research, development, and testing expenses, the portion related to new products and processes
was $33 million in 2004, $28 million in 2003, $30 million in 2002, $33 million in 2001, and $40 million in
2000.

The decrease in cash dividends since 2000 reflects the suspension of cash dividends effective July 27, 2000.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION

Forward-Looking Statements

The following discussion contains forward-looking statements about future events and expectations within
the meaning of the Private Securities Litigation Reform Act of 1995. We have based these forward-looking
statements on our current expectations and projections about future results. When we use words in this document,
such as “anticipates,” “intends,” “plans,” “believes,” “estimates,” “expects,” and similar expressions, we do so to
identify forward-looking statements. Examples of forward-looking statements include statements we make
regarding future prospects of growth in the petroleum additives market, the level of future declines in the market
for TEL, our ability to maintain or increase our market share, and our future capital expenditure levels.

EEINT3 99 ¢

We believe our forward-looking statements are based on reasonable expectations and assumptions, within
the bounds of what we know about our business and operations. However, we offer no assurance that actual
results will not differ materially from our expectations due to uncertainties and factors that are difficult to predict
and beyond our control.

These factors include, but are not limited to, timing of sales orders, gain or loss of significant customers,
competition from other manufacturers, resolution of environmental liabilities, changes in the demand for our
products, significant changes in new product introduction, increases in product cost, the impact of fluctuations in
foreign exchange rates on reported results of operations, changes in various markets, geopolitical risks in certain
of the countries in which we conduct business, and the impact of consolidation of the petroleum additives
industry. In addition, certain risk factors are also discussed in Item 7A, “Quantitative and Qualitative Disclosures
About Market Risk.”

You should keep in mind that any forward-looking statement made by us in this discussion or elsewhere
speaks only as of the date on which we make it. New risks and uncertainties come up from time to time, and it is
impossible for us to predict these events or how they may affect us. We have no duty to, and do not intend to,
update or revise the forward-looking statements in this discussion after the date hereof, except as may be required
by law. In light of these risks and uncertainties, you should keep in mind that any forward-looking statement
made in this discussion, or elsewhere, might not occur.

OVERVIEW

The 2004 year was a year of many achievements and challenges. The achievements include the formation of
the new holding company, NewMarket Corporation, which began trading on the New York Stock Exchange on
June 21, 2004, under the trading symbol “NEU.” We also restructured our term and bank loans during the year
with conditions we believe are more consistent with our improved financial condition. Standard & Poors Rating
Services raised our credit rating during the fourth quarter 2004, which we believe reflects the progress we have
made. Afton Chemical Corporation achieved significant improvements and growth in the petroleum additives
business, despite the challenge to recover increasing raw material costs and the subsequent reduction in margins
and profits. Ethyl Corporation has successfully managed the contribution from the declining TEL product line,
achieving good results with earnings surpassing the prior year for the second year in a row.

RESULTS OF OPERATIONS

The results of continuing operations exclude the operations of our phenolic antioxidant business, which was
sold in January 2003. The earnings results of this business have been removed from net sales and operating profit
for prior periods covered in this review. These results are included in the Consolidated Statements of Income
under “Income from operations of discontinued business.” There was no effect on net income as a result of these
reclassifications.
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Net Sales

We continued to improve and grow our business in 2004, realizing increased net sales in essentially all areas
of the petroleum additives segment. We believe that this improvement and growth results from our strong
customer relationships and our commitment to supply them with top quality products and services. Our
significant investment in customer-focused research and development is part of our ongoing effort to improve
our products and services to meet our customers’ needs.

Total net sales were higher in 2004 than in either of the previous two years, representing an increase of 18%
when comparing 2004 with 2003 and 15% when comparing 2003 with 2002.

In 2004, 2003, and 2002, net sales to two customers of our petroleum additives segment exceeded 10% of
total net sales. Sales to BP amounted to $99 million (11% of total net sales) in 2004, $81 million (11% of total
net sales) in 2003, and $69 million (11% of total net sales) in 2002. Sales to Shell amounted to $119 million
(13% of total net sales) in 2004, $121 million (16% of total net sales) in 2003, and $87 million (13% of total net
sales) in 2002. These net sales represent a wide-range of products sold to these two customers in multiple regions
of the world.

No other single customer accounted for 10% or more of our total net sales in 2004, 2003, or 2002.

The following table shows our net sales by segment for each of the last three years.

Net Sales By Segment
2004 2003 2002
(in millions of dollars)
Petroleum additives . ... ... ...t $885 $747 $648
Tetracthyl lead . . ... ... 9 9 8
Consolidated netsales . ..............iiiniiniineean... $894 $756 $656

Petroleum Additives—Our petroleum additives sales improved over both 2003 and 2002. When comparing
2004 to 2003, petroleum additives net sales were up $138 million or 18%, reflecting improvements across all
product lines. Shipments, driven by the engine oil additives product line, were higher across all product lines
resulting in an improvement of about 18% in total shipments. Strengthening of foreign currency, primarily the
Euro, also had a beneficial impact on 2004 net sales. When comparing 2003 and 2002, petroleum additives net
sales increased $99 million or 15% above 2002 net sales, reflecting improved results across all product lines.
Total volumes shipped in 2003 were about 10% higher across all product lines than in 2002.

The components of the petroleum additives increase in net sales of $138 million when comparing 2004 to
2003 and $99 million when comparing 2003 and 2002 are shown below in millions.

Year ended December 31, 2002 . . ..ottt $648
Increase in shipments and changes in product mix . ............. .. .. ... .. 77
Changes in selling prices including foreign currency impact .. ................... 22
Year ended December 31, 2003 .. ... 747
Increase in shipments and changes in product mix . ............ ... ..., .. 107
Changes in selling prices including foreign currency impact .. ................... 31
Year ended December 31, 2004 . . .. oo $885
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Tetraethyl Lead—Most of the TEL marketing activity is through the agreements with Octel, under which
we do not record the sales transactions. Therefore, the TEL net sales shown in the table above are those made by
Ethyl in areas not covered by the marketing agreements, as well as sales made to Octel under the terms of the
agreements. The sales made in areas not covered by the marketing agreements are very minor compared to the
TEL sales made through the marketing agreements. See Note 4 of the Notes to Consolidated Financial
Statements.

TEL net sales were about even when comparing 2004 to 2003. Sales increased $1 million when comparing
2003 to 2002. Sales made to Octel in 2003 were $2.5 million higher than 2002 sales to Octel. There were no sales
to Octel during 2004 or 2002.

Segment Operating Profit

NewMarket evaluates the performance of Afton’s petroleum additives business and Ethyl’s TEL business
based on segment operating profit. Corporate departments and other expenses are billed to Afton and Ethyl based
on the services provided under the holding company structure. Depreciation on segment property, plant, and
equipment, and amortization of segment intangible assets and the prepayments for services are included in the
operating profit o