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Ethyl Corporation develops, 

manufactures, blends and delivers 

chemical additives that enhance the  

performance of petroleum products. 

From custom-formulated chemical 

blends to market general additive 

components, Ethyl provides the world

with the technology to make fuels 

burn cleaner, engines run smoother 

and machines last longer.

A B O U T  T H E  C O M P A N Y



T O  O U R  F E L L O W  S H A R E H O L D E R SF I N A N C I A L  H I G H L I G H T S

(In Thousands Except Per-Share Amounts)

2000 1999

OPERATIONS:

Net Sales:

Petroleum Additives $795,744 $819,647

Tetraethyl Lead(a) 25,126 24,076

$820,870 $843,723

Income After Income Taxes Before Nonrecurring Items $ 8,583 $ 50,851

Nonrecurring Income After Income Taxes(b) 52,414 4,446

Net Income $ 60,997 $ 55,297

PER COMMON SHARE:

Basic and Diluted Earnings Per Share:

Income After Income Taxes Before Nonrecurring Items $ .10 $ .61

Nonrecurring Income After Income Taxes(b) .63 .05

Net Income $ .73 $ .66

Shares Used to Compute Basic and Diluted Earnings Per Share 83,462 83,465

(a) Nonrecurring Income (Loss) After Income Taxes:

Tetraethyl lead (TEL) sales under the TEL marketing 

agreements are not recorded as sales by Ethyl.

(b)Nonrecurring Income (Loss) After Income Taxes:

Pension Contract Settlements $  51,348 $ –

Income Tax Election Credit 2,737 –

Income From Demutualization of MetLife, Inc. 2,580 –

Gain on Sale of Nonoperating Assets 1,459 –

Write-off of Plant Assets (4,793) –

Special Retirement Charge (917) –

Supply Contract Amendment – 4,446

$  52,414 $ 4,446



T O  O U R  F E L L O W  S H A R E H O L D E R S

A s a specialty chemical supplier to the global petroleum industry, Ethyl Corporation found the year

2000 to be a pivotal year for our business. Our two business segments, tetraethyl lead (TEL) and

petroleum additives (PA), both turned in earnings that were down from the previous year. While the TEL

business performed as expected, the performance for PA was lower than we anticipated. Specifically, the

market dynamics for one of our key product lines, crankcase additives, deteriorated to such an extent we

could no longer earn an adequate return.

We have made good progress in specialty areas such as automatic transmission fluids, hydraulic and gear

oil additives, and MMT. But our higher volume crankcase business has struggled amidst price erosion, 

rising costs, and increased performance demand. Ethyl’s strategy for the crankcase product line has been 

to pursue selected growth opportunities while protecting our

hard-earned, significant market share. In support of this strategy,

throughout the 1990’s we invested significantly in acquisitions,

facility upgrades, product development, and extensive customer

test programs.

Our approach also included actions that consolidated the petroleum

additives industry, maintained leading technology, focused primarily

on global accounts, and increased operating efficiency. While we

delivered well against our strategy, raw material and development

costs continued to increase, and supply exceeded demand.

Competitive pressure, coupled with the increased buying power

of a consolidating oil industry, has crippled crankcase margins.

In 2000, Ethyl’s crankcase product line posted a loss.

The employees of Ethyl Corporation have performed dutifully

and successfully to meet their objectives. It has been frustrating

to watch so many talented people work so hard in a market that

doesn’t support their efforts. Throughout the year, we tried several

times to raise prices in crankcase, however competitive dynamics

limited our success and we lost market share. The conditions in

this difficult market no longer support our same cost structure

and strategy. It is time we make changes to both.

Throughout the year, we tried

several times to raise prices

in crankcase, however 

competitive dynamics limited

our success and we lost 

market share. The conditions

in this difficult market no

longer support our same 

cost structure and strategy. 

It is time we make 

changes to both.



Toward that end, we are repositioning ourselves in the crankcase

market with a greater focus on profitability as opposed to main-

taining our historical market share. We are implementing a 

significant cost reduction plan that involves both workforce and

operations reductions. This effort will result in lower fixed cost

and higher capacity utilization, allowing us to compete more

effectively within the realities of today’s marketplace.

While continuing to support our crankcase customers’ needs for

technology, service, and support, we will redirect some of our

energy toward our proven successes in drivetrain and industrial

additives, gasoline additives, diesel fuel additives, MMT, and other

fuel and lubricant additive components. We will further capitalize

on our strengths in safety, environmental performance, quality, and

supply. And we will continue to maximize the cash generated by

TEL as its usage continues to phase down around the world.

Fuels, drivetrain, industrial, and components currently account for

more than 50% of our business worldwide. With less dependence

on crankcase and an increased emphasis on these more profitable

areas, we should see first a stabilization of our earnings, then

modest growth as we capitalize on our strengths. For Ethyl

Corporation, the key to providing significantly improved share-

holder value is to use these and other resources to reduce our

debt load as quickly as possible.

Consequently, in July 2000 the board of directors voted to 

suspend the dividend and apply that cash to accelerate debt

repayment. And in September, we began the process of unlocking

the surplus funds in our largest employee pension plan, which

will generate over $50 million in cash for debt repayment in

2001. Along with continued strong cash flow from operations,

these resources will allow us to repay $200 million in debt over

With less dependence on

crankcase and an increased

emphasis on these more

profitable areas, we should

see first a stabilization of 

our earnings, then modest

growth as we capitalize 

on our strengths.
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the next 24 months, at which time we will renew our pursuit of

other growth opportunities.

Throughout the 1990’s, Ethyl invested heavily in the crankcase

portion of our business, expecting to show increasing profits in

an improving industry. Instead, industry overcapacity, competi-

tive behavior, and oil industry consolidation have led to lower

profits and our shareholders have suffered. 

Now as we take the steps to be less reliant on the crankcase 

business, it is painful to have to implement a reduction in our

terrific workforce. To those employees who will no longer be

with us, we thank you for your dedication and greatly appreciate

the contributions you have made. To those who remain, we 

look forward to providing a new and energized workplace that

rewards innovation, diversity, and entrepreneurial spirit. Working

together, we will create the best, long term, viable company that

Ethyl can be. 

We believe these actions will return higher earnings and solid

growth prospects to the company, reversing the trend of unsatis-

factory performance in our stock. We are excited about our

future and look forward to once again creating value for all

stakeholders in Ethyl Corporation. 

Bruce C. Gottwald

Chairman and CEO

Thomas E. Gottwald

President and COO

We believe these actions 

will return higher earnings

and solid growth prospects

to the company, reversing

the trend of unsatisfactory

performance in our stock.
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN that the Annual Meeting of the holders of shares of

common stock, $1.00 par value (‘‘Ethyl Common Stock’’), of Ethyl Corporation (the

‘‘Corporation’’) will be held in the restored gun foundry building of the Tredegar Iron Works,

500 Tredegar Street, Richmond, Virginia, on Wednesday, May 30, 2001, at 11:00 A.M.,

Eastern Daylight Time, for the following purposes:

1. To elect a Board of Directors to serve for the ensuing year;

2. To approve the designation by the Board of Directors of PricewaterhouseCoopers LLP

as auditors for the fiscal year ending December 31, 2001; and

3. To transact such other business as may properly come before the meeting.

Holders of shares of Ethyl Common Stock of record at the close of business on March 27,

2001, will be entitled to vote at the meeting.

You are requested to fill in, sign, date and return the enclosed proxy promptly, regardless

of whether you expect to attend the meeting. A postage-paid return envelope is enclosed for

your convenience.

If you are present at the meeting, you may vote in person even if you already have sent

in your proxy.

By Order of the Board of Directors

M. RUDOLPH WEST, Secretary

April 24, 2001



PROXY STATEMENT
for

ANNUAL MEETING OF SHAREHOLDERS
ETHYL CORPORATION

To be held May 30, 2001
Approximate date of mailing—April 24, 2001

Proxies in the form enclosed are solicited by the Board of Directors for the Annual Meeting of Shareholders
to be held on Wednesday, May 30, 2001. Any person giving a proxy may revoke it at any time before it is voted
by delivering another proxy, or written notice of revocation, to the Secretary of the Corporation at the
Corporation’s address listed below. A proxy, if executed and not revoked, will be voted, and, if it contains any
specific instructions, will be voted in accordance with such instructions.

On March 27, 2001, the date for determining shareholders entitled to vote at the meeting, there were
outstanding 83,454,650 shares of Ethyl Common Stock. Each share of Ethyl Common Stock is entitled to one
vote. The holders of a majority of the shares of Ethyl Common Stock issued and outstanding as of the close of
business on March 27, 2001 will constitute a quorum at the meeting.

The election of each nominee for director requires the affirmative vote of the holders of a plurality of the
shares of Ethyl Common Stock voted in the election of directors. Votes that are withheld and shares held in street
name that are not voted in the election of directors will not be included in determining the number of votes cast.
Unless otherwise specified in the accompanying form of proxy, it is intended that votes will be cast for the
election of all of the nominees as directors.

The cost of the solicitation of proxies will be borne by the Corporation. In addition to the use of the mails,
proxies may be solicited personally or by telephone by regular employees of the Corporation. Corporate Investor
Communications, Inc. has been engaged to assist in the solicitation of proxies. The Corporation will pay that
firm $7,000 for its services and reimburse its out-of-pocket expenses.

The Corporation’s street address is 330 South Fourth Street, Richmond, Virginia 23219.

ELECTION OF DIRECTORS

Proxies will be voted for the election as directors for the ensuing year of the persons named below (or if for
any reason unavailable, of such substitutes as the Board of Directors may designate). Each of the nominees
presently is serving as a director. The Board has no reason to believe that any of the nominees will be
unavailable.

William W. Berry; age 68; director since 1983; Chairman of the Board of New England Independent System
Operator (regional manager of electric bulk power generation and transmission systems) since June 1997,
having served as an independent consultant from 1992-1997. Other directorship: Universal Corporation.

Phyllis L. Cothran; age 54; director since 1995; retired, having served as President and Chief Operating Officer
of Trigon Healthcare, Inc., formerly Blue Cross and Blue Shield of Virginia, (health insurance company)
from November 1990 to March 1997. Other directorship: Tredegar Corporation.

Bruce C. Gottwald; age 67; director since 1962; Chairman of the Board, Chairman of the Executive Committee
and Chief Executive Officer of the Corporation since March 1, 1994. Other directorship: CSX Corporation.

Thomas E. Gottwald; age 40; director since 1994; President and Chief Operating Officer of the Corporation
since March 1, 1994.
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Gilbert M. Grosvenor; age 69; director since 1985; Chairman of the Board of Trustees of the National
Geographic Society (magazine publisher and scientific society), having served as Chief Executive Officer
of the National Geographic Society from 1980-1996. Other directorships: Saul Centers, Inc., Marriott
International, Inc. and Chevy Chase Bank, F.S.B.

Sidney Buford Scott; age 68; director since 1959; Chairman of the Board of Scott & Stringfellow, Inc.
(investment bankers and brokers).

Charles B. Walker; age 62; director since 1989; Vice Chairman of the Board and Chief Financial Officer of
Albemarle Corporation (specialty chemicals company) since 1994; Former Vice Chairman of the Board
from March 1, 1994 until January 31, 1998, and Chief Financial Officer and Treasurer of the Corporation
from March 1, 1994 until October 1, 1997, having served as Treasurer of the Corporation since July 1, 1993.
Other directorships: Albemarle Corporation and Nations Fund Trust/Nations Fund, Inc.

In 2000, each director attended at least 75% of the aggregate of (i) the total number of meetings of all
committees of the Board on which the director then served and (ii) the total number of meetings of the Board of
Directors. Seven meetings of the Corporation’s Board of Directors were held during 2000.

The Corporation’s executive committee currently consists of Messrs. Bruce C. Gottwald, Berry, Thomas E.
Gottwald and Scott. During 2000, the executive committee did not meet.

Ms. Cothran and Messrs. Berry, Grosvenor and Scott currently serve on the Corporation’s audit committee.
During 2000, the audit committee met on six occasions. The audit committee reviews the Corporation’s internal
audit and financial reporting functions and the scope and results of the audit performed by the Corporation’s
independent accountants and matters relating thereto and reports thereon to the Board of Directors. The audit
committee also reviews audit fees and recommends to the Board of Directors the engagement of the independent
accountants of the Corporation. All the members of the audit committee are ‘‘independent’’ directors as defined
by the rules of The New York Stock Exchange, the exchange on which shares of Ethyl Common Stock are listed.

The Corporation’s nominating committee currently consists of Messrs. Grosvenor, Berry and Bruce C.
Gottwald. The nominating committee did not meet during 2000. The nominating committee recommends
candidates for election as directors and in some cases the election of officers. The Corporation’s bylaws provide
that a shareholder of the Corporation entitled to vote for the election of directors may nominate persons for
election to the Board by mailing written notice to the Secretary of the Corporation not later than (i) with respect
to an election to be held at an annual meeting of shareholders, 60 days prior to such meeting, and (ii) with respect
to an election to be held at a special meeting of shareholders for the election of directors, the close of business
on the seventh day following the date on which notice of such meeting is first given to shareholders. Such
shareholder’s notice shall include (i) the name and address of the shareholder and of each person to be
nominated, (ii) a representation that the shareholder is a holder of record of stock of the Corporation entitled to
vote at such meeting and intends to appear in person or by proxy at the meeting to nominate each person
specified, (iii) a description of all understandings between the shareholder and each nominee and any other
person (naming such person) pursuant to which the nomination is to be made by the shareholder, (iv) such other
information regarding each nominee as would be required to be included in a proxy statement filed pursuant to
the proxy rules of the Securities and Exchange Commission had the nominee been nominated by the Board of
Directors and (v) the consent of each nominee to serve as a director of the Corporation if so elected.

Messrs. Berry, Grosvenor and Scott and Ms. Cothran currently serve as the Corporation’s bonus, salary and
stock option committee. During 2000, the bonus, salary and stock option committee met on five occasions. This
committee approves the salaries of management-level employees. It also approves all bonus awards, certain
consultant agreements and initial salaries of new management-level personnel and grants options under the
Corporation’s incentive stock option plan (the ‘‘Incentive Stock Option Plan’’).
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Thomas E. Gottwald, President and director of the Corporation, is a son of Bruce C. Gottwald. The members
of the family of Bruce C. Gottwald may be deemed to be control persons of the Corporation.

SECTION 16(a)
BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Based solely on its review of the forms required by Section 16(a) of the Securities Exchange Act of 1934,
as amended (the ‘‘Exchange Act’’), that have been received by the Corporation, the Corporation believes that
there has been compliance with all filing requirements applicable to its officers, directors and beneficial owners
of greater than 10% of Ethyl Common Stock, except that Mr. Scott inadvertently did not report in a timely
manner the sale of shares owned by his wife, which he subsequently reported on a Form 5.

STOCK OWNERSHIP

The following table lists any person (including any ‘‘group’’ as that term is used in Section 13(d)(3) of the
Exchange Act) who, to the knowledge of the Corporation, was the beneficial owner as of December 31, 2000, of
more than 5% of the outstanding voting shares of the Corporation.

Title of Class
Name and Address of

Beneficial Owners
Number
of Shares

Percent
of Class

Common Stock Floyd D. Gottwald, Jr., and
Bruce C. Gottwald (a)
330 South Fourth Street
P.O. Box 2189
Richmond, Virginia 23219

21,002,330(b)(c) 25.17%

(a) Floyd D. Gottwald, Jr. and Bruce C. Gottwald, who are brothers, may be deemed to be a ‘‘group’’ for
purposes of Section 13(d)(3) of the Exchange Act, although there is no agreement between them with
respect to the acquisition, retention, disposition or voting of Ethyl Common Stock.

(b) As of December 31, 2000, Floyd D. Gottwald, Jr. and Bruce C. Gottwald had sole voting and investment
power over all of the shares disclosed except 11,260,472 shares held by their wives, adult sons and in certain
trust relationships as to which they disclaim beneficial ownership. This amount includes an aggregate of
4,272,607 shares of Ethyl Common Stock beneficially owned by the adult sons of Floyd D. Gottwald, Jr.
and an aggregate of 4,647,269 shares of Ethyl Common stock beneficially owned by the adult sons of Bruce
C. Gottwald. Floyd D. Gottwald, Jr., Bruce C. Gottwald and their adult sons have no agreement with respect
to the acquisition, retention, disposition or voting of Ethyl Common Stock.

(c) This amount includes any shares owned of record by Merrill Lynch, Pierce, Fenner & Smith Incorporated
as Trustee under the Corporation’s savings plan for the benefit of Bruce C. Gottwald and Thomas E.
Gottwald. This amount does not include shares held by the Trustee of such plan for the benefit of employees
of the Corporation other than Bruce C. Gottwald and Thomas E. Gottwald. Shares held under the
Corporation’s savings plan are voted by the Trustee in accordance with instructions solicited from
employees participating in the plan. If a participating employee does not give the Trustee voting instructions,
his or her shares generally are voted by the Trustee in accordance with the Board’s recommendations to the
shareholders. Because members of the family of Bruce C. Gottwald are executive officers and directors of
the Corporation and are the largest shareholders of the Corporation, they may be deemed to be control
persons of the Corporation and to have the capacity to control any such recommendation of the Board of
Directors.
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The following table sets forth as of January 31, 2001, the beneficial ownership of Ethyl Common Stock by
all directors of the Corporation, the Chief Executive Officer and the four next most highly compensated executive
officers (the ‘‘Named Executive Officers’’) and all directors and officers of the Corporation as a group. Unless
otherwise indicated, each person listed below has sole voting and investment power over all shares beneficially
owned by him or her.

Name of Beneficial Owner or
Number of Persons in Group

Number of Shares
with Sole Voting

and Investment Power1

Number of Shares
with Shared Voting

and Investment Power

Total
Number
of Shares

Percent
of Class2

William W. Berry 4,314 2,1463 6,460
Phyllis L. Cothran 4,881 0 4,881
Bruce C. Gottwald 4,987,224 620,9854 5,608,209 6.72%
Thomas E. Gottwald 595,440 3,215,6815 3,811,121 4.56%
Gilbert M. Grosvenor 4,804 0 4,804
Alexander McLean 29,462 0 29,462
Henry C. Page, Jr. 71,888 0 71,888
Newton A. Perry 50,261 0 50,261
Sidney Buford Scott 65,104 0 65,104
Charles B. Walker 178,204 0 178,204
Directors and officers as a
group (22 persons) 6,344,484 3,851,096 10,217,500 12.19%

1 The amounts in this column include shares of Ethyl Common Stock with respect to which certain persons
had the right to acquire beneficial ownership within 60 days of January 31, 2001, pursuant to the Incentive
Stock Option Plan: Thomas E. Gottwald: 80,000 shares; Alexander McLean: 10,000 shares; Henry C. Page,
Jr.: 33,330; Newton A. Perry: 32,208 shares; Charles B. Walker: 118,452 shares; and directors and officers
as a group: 381,250 shares.

2 Except as indicated, each person or group owns less than 1% of Ethyl Common Stock.
3 Mr. Berry disclaims beneficial ownership of all 2,146 of such shares.
4 Mr. Bruce C. Gottwald disclaims beneficial ownership of all 620,985 of such shares.
5 Mr. Thomas E. Gottwald disclaims beneficial ownership of all 3,215,681 of such shares. This amount

includes 3,186,101 shares of Ethyl Common Stock that Mr. Gottwald may be deemed to own beneficially.
Such shares constitute Mr. Gottwald’s interest as beneficiary of a trust of which he is a co-trustee.
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COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS

The following table presents information relating to total compensation of the Named Executive Officers
for the fiscal years ended December 31, 2000, 1999 and 1998.

Name and Principal Position Year

Annual Compensation
Long-Term

Compensation

Salary Bonus
Other Annual
Compensation

Restricted
Stock Awards

Options/
SARs

All Other
Compensation

Bruce C. Gottwald 2000 $770,000 $ — $ — $ — — $38,5001

Chairman of the Board and 1999 770,000 — — — — 38,500
Chief Executive Officer 1998 770,000 — — — — 38,500

Thomas E. Gottwald 2000 $411,800 $ — $ — $ — — $20,5902

President and 1999 396,000 — — — — 19,800
Chief Operating Officer 1998 396,000 100,000 — — — 19,800

Henry C. Page, Jr. 2000 $273,400 $ — $ — $ — — $13,6703

Vice President—Human 1999 273,400 35,000 — — — 13,670
Resources and External Affairs 1998 262,900 35,000 — — — 13,145

Newton A. Perry 2000 $260,000 $ — $ — $ — — $13,0004

Senior Vice President 1999 252,500 75,000 — — — 12,625
Antiknocks 1998 250,000 150,000 — — — 12,500

Alexander McLean 2000 $246,800 $ — $ — $ — — $12,3405

Senior Vice President 1999 239,675 75,000 — — — 11,984
Petroleum Additives 1998 237,300 50,000 — — — 9,835

1 Includes contributions to the Corporation’s savings plan ($8,500, $8,000 and $8,000) and accruals in the
Corporation’s excess benefit plan ($30,000, $30,500 and $30,500) for 2000, 1999 and 1998, respectively.

2 Includes contributions to the Corporation’s savings plan ($8,500, $8,000 and $8,000) and accruals in the
Corporation’s excess benefit plan ($12,090, $11,800 and $11,800) for 2000, 1999 and 1998, respectively.

3 Includes contributions to the Corporation’s savings plan ($8,500, $8,000 and $8,000) for 2000, 1999 and
1998, respectively, and accruals in the Corporation’s excess benefit plan ($5,170, $5,670 and $5,145) for
2000, 1999 and 1998, respectively.

4 Includes contributions to the Corporation’s savings plan ($8,500, $8,000 and $8,000) for 2000, 1999 and
1998, respectively, and accruals in the Corporation’s excess benefit plan ($4,500, $4,625 and $4,500) for
2000, 1999 and 1998, respectively.

5 Includes contributions to the Corporation’s savings plan ($8,500, $8,000 and $8,000) for 2000, 1999 and
1998, respectively, and accruals in the Corporation’s excess benefit plan ($3,840, $3,984 and $1,835) for
2000, 1999 and 1998, respectively.
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OPTION/SAR GRANTS IN LAST FISCAL YEAR

There were no option or stock appreciation right (‘‘SAR’’) grants to the Named Executive Officers during
the last fiscal year.

AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUE

The following table presents information concerning stock option and SAR exercises by the Named
Executive Officers and fiscal year end option/SAR values.

Name
Shares Acquired
On Exercise (#)

Value
Realized ($)

Number of Securities
Underlying Unexercised

Options/SARs at FY-End (#)

Value of Unexercised
In-The-Money Options/

SARs at FY-End ($)1

Exercisable Unexercisable Exercisable Unexercisable

Bruce C. Gottwald 0 $0 0 0 $0 $0
Thomas E. Gottwald 0 0 80,0002 320,0002 0 0
Henry C. Page, Jr. 0 0 33,3302 80,0002 0 0
Newton A. Perry 0 0 32,2082 80,0002 0 0
Alexander McLean 0 0 10,0002 115,0002 0 0

1 These values are based on $1.4375, the closing price of Ethyl Common Stock on the New York Stock
Exchange on December 29, 2000.

2 Each of these options relates to Ethyl Common Stock and includes a tandem SAR.

RETIREMENT BENEFITS

The following table illustrates under the Corporation’s pension plan for salaried employees the estimated
benefits upon retirement at age 65, determined as of December 31, 2000, to persons with specified earnings and
years of pension benefit service. To the extent benefits payable at retirement exceed amounts that may be payable
under applicable provisions of the Internal Revenue Code of 1986, as amended (the ‘‘Code’’), they will be paid
under the Corporation’s excess benefit or supplemental retirement plans, as applicable. This table includes the
amounts that would be payable under such plans.

Pension Plan Table*

Years of Pension Benefit Service and Estimated Annual Benefits

Final Average
Earnings 10 15 20 25 30 35 40 45

$ 300,000 $ 43,600 $ 65,395 $ 87,195 $108,990 $130,790 $152,590 $174,385 $196,185
$ 350,000 51,100 76,645 102,195 127,740 153,290 178,840 204,385 229,935
$ 400,000 58,600 87,895 117,195 146,490 175,790 205,090 234,385 263,685
$ 450,000 66,100 99,145 132,195 165,240 198,290 231,340 264,385 297,435
$ 500,000 73,600 110,395 147,195 183,990 220,790 257,590 294,385 331,185
$ 550,000 81,100 121,645 162,195 202,740 243,290 283,840 324,385 364,935
$ 600,000 88,600 132,895 177,195 221,490 265,790 310,090 354,385 398,685
$ 650,000 96,100 144,145 192,195 240,240 288,290 336,340 384,385 432,435
$ 700,000 103,600 155,395 207,195 258,990 310,790 362,590 414,385 466,185
$ 750,000 111,100 166,645 222,195 277,740 333,290 388,840 444,385 499,935
$ 800,000 118,600 177,895 237,195 296,490 355,790 415,090 474,385 533,685
$ 850,000 126,100 189,145 252,195 315,240 378,290 441,340 504,385 567,435
$ 900,000 133,600 200,395 267,195 333,990 400,790 467,590 534,385 601,185
$ 950,000 141,100 211,645 282,195 352,740 423,290 493,840 564,385 634,935
$1,000,000 148,600 222,895 297,195 371,490 445,790 520,090 594,385 668,685

*Assumes attainment of age 65 in 2000 and Social Security Covered Compensation of $35,100.
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The benefit formula under the pension plans is based on the participant’s final-average earnings, which are
defined as the average of the highest three consecutive calendar years’ earnings (base pay plus 50% of incentive
bonuses paid in any fiscal year) during the 10 consecutive calendar years immediately preceding the date of
determination. The years of pension benefit service for each of the executive officers named in the above
compensation table as of December 31, 2000, are: Bruce C. Gottwald, 45; Thomas E. Gottwald, 9;
Henry C. Page, Jr., 18; Newton A. Perry, 32; and Alexander McLean, 12. Benefits under the pension plans are
computed on the basis of a life annuity with 60 months guaranteed payments. The benefits listed in the above
compensation table are not subject to deduction for Social Security or other offset payments.

Mr. McLean, who was previously employed by Ethyl Petroleum Additives Limited, a subsidiary of the
Corporation located in the United Kingdom, also participated in the Ethyl Petroleum Additives Limited Pension
Plan (the ‘‘Additives Plan’’). The formula under the Additives Plan is equal to 1.6667% times pensionable salary
times years of service. Mr. McLean has 7.833 years of service under that plan. This accrued benefit as of
April 30, 1997, is $47,028 per year, payable at age 65. This amount has been converted from British pounds to
U.S. dollars at the conversion rate of 1£:$1.4897 as of December 29, 2000. The amount payable under the
Additives Plan is offset from the amount payable under the pension plan described above.

EXCESS BENEFIT PLANS

The Corporation maintains excess benefit plans (the ‘‘Excess Plans’’) in the form of nonqualified pension
plans that provide eligible individuals the difference between the benefits they actually accrue under the qualified
employee pension and savings plans of the Corporation and the benefits they would have accrued under such
plans but for the maximum benefit and annual addition limitations and the limitation on compensation that may
be recognized thereunder under the Code. All benefits under the Excess Plans vest upon a Change in Control of
the Corporation, as defined in the Excess Plans. Participants in the Excess Plans receive their benefits in the form
elected under the qualified employee pension plans of the Corporation or under certain circumstances in a lump
sum payment.

Mr. Walker, who retired as an officer and employee of the Corporation on January 31, 1998, will receive a
series of payments that are equivalent to the present value of his accrued benefits under the Excess Plans plus
any earnings on the funds designed for such payments. This arrangement is in lieu of any benefits under the
Excess Plans.

COMPENSATION OF DIRECTORS

Each non-employee director is paid (i) $1,000 for attendance at each Board meeting and (ii) $600 for
attendance at each meeting of a committee of the Board of which he or she is a member. In addition, each such
director has been paid a quarterly fee of $5,000. Effective April 1, 2001, the quarterly fee will be $3,000.
Employee members of the Board of Directors are not paid separately for their service on the Board or its
committees.

Any director retiring from the Board after age 60 with at least five years’ service on the Board will receive
$12,000 per year for life, payable in quarterly installments. The service requirement for this benefit may be
waived under certain circumstances. Any director retiring under other circumstances will receive $12,000 per
year, payable in quarterly installments, commencing no earlier than age 60, for a period not to exceed his years
of service on the Board. The payment period limitation on this benefit may be waived in certain circumstances.
Such retirement payments to former directors may be discontinued under certain circumstances.

7



Under the Directors’ Stock Plan, on each July 1, each non-employee director is awarded that number of
whole shares of Ethyl Common Stock that, when multiplied by the closing price of Ethyl Common Stock on the
immediately preceding business day, as reported in The Wall Street Journal, shall as nearly as possible equal but
not exceed $2,000. The shares of Ethyl Common Stock awarded under the Directors’ Stock Plan are
nonforfeitable and the recipient directors immediately and fully vest in Ethyl Common Stock issued under the
Director’s Stock Plan. Subject only to such limitations on transfer as may be specified by applicable securities
laws, directors may sell their shares under the Directors’ Stock Plan at any time. The Directors’ Stock Plan
provides that no awards may be made after July 1, 2001.

Non-employee directors may defer, in ten percent increments, all or part of their retainer fee and meeting
fees into either a deferred cash account or a deferred stock account (the ‘‘Deferred Compensation Plan’’), or a
percentage of the fees into each of the accounts, both of which are unfunded and maintained for recordkeeping
purposes only. Distributions under the Deferred Compensation Plan, paid in a single sum or in up to ten annual
installments, cannot begin within two years of the beginning of the deferral year. The maximum aggregate
number of shares of Ethyl Common Stock that may be issued under the Deferred Compensation Plan is 100,000
shares.
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BONUS, SALARY AND STOCK OPTION COMMITTEE
REPORT ON EXECUTIVE COMPENSATION

The Bonus, Salary and Stock Option Committee of the Board of Directors (the ‘‘Committee’’), which
performs the function of a compensation committee, consists of Messrs. Berry (Chairman), Grosvenor and Scott
and Ms. Cothran. The Committee is delegated the power to administer the compensation program of the
Corporation applicable to its executive officers, including the Chief Executive Officer. Accordingly, the
Committee submits this report on executive compensation to the shareholders.

Overall Objectives

The objectives of the Corporation’s executive compensation program are to:

• Provide balanced, competitive total compensation that will enable the Corporation to attract, motivate and
retain highly qualified executives;

• Provide incentives for enhancing the profitability of the Corporation by rewarding executives for meeting
individual and corporate goals; and

• Align the financial interests of the executives closely to those of the shareholders by encouraging
executive ownership of Ethyl Common Stock.

Elements of the Program

The Committee believes the interests of the shareholders will be best served if the compensation program
consists of cash compensation and equity ownership, with a significant portion of compensation depending upon
performance. The program includes: base salary, annual bonuses in cash or cash and stock, and stock options
with performance vesting and SARs. The Committee considers all elements of the program when setting
appropriate compensation.

The Corporation seeks to maintain its executive compensation packages around the mid-range of those
offered generally in the job markets in which the Corporation competes for talent and experience.

Because of the extremely difficult market conditions that the Corporation has experienced in the last several
years and the low trading pricing of Ethyl Common Stock, the Committee has not been awarding any stock
options. More recently the Corporation has been concentrating on streamlining operations with the focus of
employment and compensation decisions directed at reducing costs.

Competitive Market

The Corporation has used compensation surveys provided by compensation consultants in determining the
market for executive pay. The surveys include companies that are larger and smaller than the Corporation. Some
of the surveys are limited to companies in the petroleum or chemical businesses, including, but not limited to,
companies shown on the Performance Graph. Other surveys include companies in other industries. References to
the ‘‘market’’ in this report refer to the survey data.

Base Salaries

Base salaries have been based on evaluations of past and current Corporation operating profits and
individual contribution to the Corporation’s success, market data for comparable positions and salary levels of
the Corporation’s peer group companies and alignment of salary and organization within the Corporation. The
Committee considers each of the individual factors but does not assign a specific value to each factor, and a
subjective element is acknowledged in evaluating each executive’s contribution. Salary survey data from the
Corporation’s peer group companies indicated the Corporation’s executive level compensation to be within the
ranges of compensation offered by peer group companies.
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Annual Bonuses

The annual bonus program has been designed to motivate and reward performance measured against
individual, division, department and corporate objectives. Annual bonus awards are determined by the
Committee in conjunction with senior management, and are based on evaluation of the performance, level of
responsibility and leadership of the individual executive in relation to overall corporate results. For 2000, no
bonuses were paid to any of the executive officers.

Stock Options

Under the Incentive Stock Option Plan approved by the shareholders, the Committee, in its discretion, may
grant options to purchase shares of Ethyl Common Stock (with or without related SARs) to any executive of the
Corporation or any subsidiary who has contributed or can be expected to contribute to the Corporation’s profits
and growth. The Committee determines the amount of the grant, the term of the options and the requisite
conditions for exercise. The Committee did not grant any options under the Incentive Stock Option Plan during
2000.

CEO Compensation

In keeping with the objective of improving long-term performance and shareholder value, the Chief
Executive Officer, as a major shareholder, strongly advocates pay for performance. The CEO asked not to be
considered for a salary increase and the Committee concurred with his recommendation. Compensation survey
data places the CEO’s total compensation for 2000 within the range of the size-adjusted median of companies
surveyed by the Corporation’s compensation consultants.

The Committee believes that the CEO continues to take necessary strategic steps to position the Corporation
for the future in an extremely difficult competitive environment. As with the other executive officers, he did not
receive a bonus for 2000.

Section 162(m)

Section 162(m) of the Code provides certain criteria for the tax deductibility of compensation in excess of
$1 million paid to the Corporation’s executive officers. To meet the criteria applicable to performance-based
compensation (as defined in Section 162(m) of the Code), certain of the Corporation’s benefit plans would have
to be amended to limit the Committee’s discretion to determine individual awards based on individual
performance factors and other factors as the Committee may determine, from time to time, to be relevant.

The Committee believes that the flexibility on awards is an important feature of the plans and one that serves
the best interests of the Corporation by allowing the Committee to recognize and motivate individual executive
officers as circumstances warrant. Further, the Committee currently does not anticipate that there will be any
compensation subject to the loss of tax deductibility. Consequently, the Committee does not propose at the
present time to amend any plan to comply with the performance-based criteria.

THE BONUS, SALARY AND STOCK OPTION
COMMITTEE

William W. Berry, Chairman
Gilbert M. Grosvenor
Sidney Buford Scott
Phyllis L. Cothran

March 19, 2001
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AUDIT COMMITTEE REPORT

The Audit Committee of the Board of Directors (the ‘‘Audit Committee’’) is composed of four independent
directors and operates under a written charter adopted by the Board of Directors, a copy of which is attached to
this proxy statement as Appendix A. The Audit Committee reviews audit fees and recommends to the Board of
Directors, subject to shareholder ratification, the selection of the Corporation’s independent accountants.
Management is responsible for the Corporation’s internal controls and the financial reporting process. The
independent accountants are responsible for performing an independent audit of the Corporation’s consolidated
financial statements in accordance with generally accepted auditing standards and for issuing a report thereon.
The Audit Committee’s responsibility is to monitor and oversee these processes and to report thereon to the
Board of Directors. In this context, the Audit Committee has met and held discussions with management and
PricewaterhouseCoopers LLP, the Corporation’s independent accountants.

Management represented to the Audit Committee that the Corporation’s consolidated financial statements
were prepared in accordance with generally accepted accounting principles, and the Audit Committee has
reviewed and discussed the consolidated financial statements with management and PricewaterhouseCoopers.

The Audit Committee has discussed with PricewaterhouseCoopers the matters required to be discussed by
Statement on Auditing Standards No. 61 (Codification of Statements on Accounting Standards), including the
scope of the auditor’s responsibilities, significant accounting adjustments and any disagreements with
management.

The Audit Committee also has received the written disclosures and the letter from PricewaterhouseCoopers
relating to the independence of that firm as required by Independence Standards Board Standard No. 1
(Independence Discussions with Audit Committees), and has discussed with PricewaterhouseCoopers that firm’s
independence from the Corporation.

Based upon the Audit Committee’s discussions with management and PricewaterhouseCoopers and the
Audit Committee’s review of the representation of management and the report of PricewaterhouseCoopers to the
Audit Committee, the Audit Committee recommended that the Board of Directors include the audited
consolidated financial statements in the Corporation’s Annual Report on Form 10-K for the year ended
December 31, 2000 filed with the Securities and Exchange Commission.

During the fiscal year ended December 31, 2000, PricewaterhouseCoopers billed the Corporation the fees
set forth below in connection with services rendered by that firm to the Corporation.

Audit Fees. For professional services rendered by PricewaterhouseCoopers for the audit of the
Corporation’s annual financial statements for the fiscal year ended December 31, 2000, and the reviews of the
financial statements included in the Corporation’s Quarterly Reports on Form 10-Q for the fiscal year ended
December 31, 2000, PricewaterhouseCoopers billed the Corporation fees in the aggregate amount of $608,000.

Financial Information Systems Design and Implementation Fees. For the fiscal year ended December 31,
2000, PricewaterhouseCoopers rendered professional services to the Corporation in connection with (i) directly
or indirectly operating, or supervising the operation of the Corporation’s information system or managing the
Corporation’s local area network, (ii) designing or implementing a hardware or software system that aggregates
source data underlying the Corporation’s financial statements or generates information that is significant to the
Corporation’s financial statements taken as a whole and (iii) assessing, designing and implementing internal
accounting controls and risk management controls. PricewaterhouseCoopers billed the Corporation fees in the
aggregate amount of $133,600 for the services described above.

All Other Fees. For professional services other than those described above for the fiscal year ended
December 31, 2000, PricewaterhouseCoopers billed the Corporation fees in the aggregate amount of $333,800.
This amount includes an aggregate amount of $117,000 that PricewaterhouseCoopers billed for services rendered
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in connection with the performance of internal audit procedures for the Corporation. In addition to performing
an independent audit of the Corporation’s consolidated financial statements, PricewaterhouseCoopers has been
engaged by the Corporation to conduct internal audit projects under the direction of the Corporation.

The Audit Committee has considered whether the provision of services described above under ‘‘Financial
Information Systems Design and Implementation Fees’’ and ‘‘All Other Fees’’ is compatible with maintaining
the independence of PricewaterhouseCoopers.

THE AUDIT COMMITTEE

Phyllis L. Cothran, Chairman
William W. Berry
Gilbert M. Grosvenor
Sidney Buford Scott

March 26, 2001
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*Assumes $100 invested on last day of December 1995. Dividends are reinvested quarterly.

The Corporation included a comparison with The Lubrizol Corporation, which is the only other corporation
listed on The New York Stock Exchange with lubricant additives as a primary business.
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DESIGNATION OF AUDITORS

The Board of Directors has designated PricewaterhouseCoopers LLP, certified public accountants, as the
Corporation’s independent auditors for the year 2001, subject to shareholder approval. Coopers & Lybrand,
L.L.P., which was the predecessor of PricewaterhouseCoopers, has audited the Corporation’s financial statements
since 1962 and those of the former Ethyl Corporation (Delaware) from 1947 to 1962. A representative of
PricewaterhouseCoopers is expected to be present at the annual meeting with an opportunity to make a statement
and to be available to respond to appropriate questions.

PricewaterhouseCoopers’ principal function is to audit the consolidated financial statements of the
Corporation and its subsidiaries and, in connection with that audit, to review certain related filings with the
Securities and Exchange Commission and to conduct limited reviews of the financial statements included in the
Corporation’s quarterly reports.

PROPOSALS FOR 2002 ANNUAL MEETING

Under the regulations of the Securities and Exchange Commission, any shareholder desiring to make a
proposal to be acted upon at the 2002 annual meeting of shareholders must present such proposal to the
Corporation at its principal office in Richmond, Virginia, not later than December 26, 2001, in order for the
proposal to be considered for inclusion in the Corporation’s proxy statement. The Corporation anticipates holding
the 2002 annual meeting on Thursday, April 25, 2002.

The Corporation’s bylaws provide that, in addition to any other applicable requirements, for business to be
properly brought before the annual meeting by a shareholder, the shareholder must give timely notice in writing
to the Secretary of the Corporation not later than 60 days prior to the meeting. As to each matter, the notice
should contain (i) a brief description of the matter and the reasons for addressing it at the annual meeting, (ii)
the name, record address of and number of shares beneficially owned by the shareholder proposing such business
and (iii) any material interest of the shareholder in such business.

OTHER MATTERS

The Board of Directors is not aware of any matters to be presented for action at the meeting other than as
set forth herein. However, if any other matters properly come before the meeting, or any adjournment thereof,
the person or persons voting the proxies will vote them in accordance with their best judgment.

By Order of the Board of Directors

M. RUDOLPH WEST, Secretary
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Appendix A

Ethyl Corporation
Audit Committee Charter

Introduction

The Board of Directors (‘‘Board’’) continuously reviews current trends and best practice in relation to
corporate governance. The Board has constituted an Audit Committee to assist the Board in fulfilling its
responsibilities in the following areas:

• Effective management of financial risks;

• Reliable management and financial reporting processes;

• Compliance with laws and regulations; and

• Maintenance of an effective and efficient audit.

This Charter sets out the specific responsibilities delegated by the Board to the Audit Committee and details
the manner in which the Audit Committee will operate.

Responsibilities

Effective Management of Financial Risks

To be aware of the current areas of greatest financial risk and that management is effectively assessing and
managing the risks.

To satisfy itself that effective systems of accounting and internal control are established and maintained to
manage financial risk.

To satisfy itself regarding the integrity and prudence of management control systems, including the review
of policies and/or practices.

To inform the Board of any matters that may significantly impact the financial condition or affairs of the
company, and help assess the related risks and planned actions to manage those risks, including specific project
reviews of returns on investment and capital employed at appropriate periods of 1-3-5 years following the
approval of projects.

Reliable Management and Financial Reporting Processes

To review and assess the adequacy of management reporting to the Board in terms of the quantity, quality
and timing of financial information, as well as related financial disclosures and decisions, necessary to understand
and report internally and externally on the company’s operations and financial condition.

To review the entity’s accounting policies and practices in the light of evolving requirements of accounting
principles in accordance with Generally Accepted Accounting Practices in the US, the Securities and Exchange
Commission (SEC), and the American Institute of Certified Public Accountants (AICPA), and other relevant
requirements.

To review, or cause the Committee or the Chairman of the Committee to review, with the financial
management of the Corporation and the Corporation’s independent accountants the financial statements prior to
the public release of the Corporation’s earnings.

To discuss with the independent accountants the matters required to be discussed by the Generally Accepted
Auditing Standards (SAS No. 61) relating to the conduct of the audit.
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To include in the Corporation’s proxy or information statements relating to annual meetings of shareholders
at which directors are to be elected (or special meetings or written consent in lieu of such meetings), a report of
the Audit Committee that complies with the SEC’s regulations for such reports.

To review filings made with SEC and other published documents containing the Corporation’s financial
statements and consider whether the information contained in such documents is consistent with the information
contained in the Corporation’s internal financial statements.

Compliance with Laws and Regulations

To be updated with developments and changes in the law relating to the responsibilities and liabilities of
Directors and to monitor and review the extent to which the Board is meeting its obligations.

To monitor developments and changes in the various rules, regulations and laws which relate generally to
the entity’s business operations and to monitor and review the extent to which the entity is complying with such
laws.

Maintenance of Effective and Efficient Audit Processes

To recommend to the Board the appointment of external auditors, recognizing that the external auditor is
ultimately accountable to the Board of Directors.

To review the appointment, replacement, reassignment, or dismissal of the members of the Corporation’s
internal auditing department.

To review the efficiency and effectiveness of both the internal and external auditors in relation to their
respective responsibilities.

To monitor that there have been no unjustified restrictions or limitations placed on the auditors.

To assess that the scope of the audits (external and internal) are adequate, ensuring emphasis is placed on
areas where the Audit Committee, management or the auditors believe special emphasis is necessary.

To review and assess the findings of the internal and external auditors and the planned actions and timetable
proposed by management in response to the findings.

Other Responsibilities

To discuss and review with the Corporation’s independent accountants their ultimate accountability to the
Board and the Audit Committee.

To ensure that the Corporation’s independent accountants submit on a periodic basis to the Audit Committee
a formal written statement delineating all relationships between the independent accountants and the Corporation
as required by the Independence Standards Board.

To engage actively in a dialogue with the Corporation’s independent accountants with respect to any
disclosed relationships or services that may impact the objectivity and independence of the independent
accountants and recommend that the Board take appropriate action in response to the independent accountants’
report to satisfy itself of the independent accountants’ independence.

To report any matter identified during the course of carrying out its duties that the Audit Committee
considers should be brought to the attention of the Board.

To perform or undertake on behalf of the Board any such other tasks or actions as the Board may from time
to time authorize.
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Administration Matters

Membership and Attendance at Meetings

The Audit Committee will comprise four members of the Board, each of whom shall be an Independent
Director in accordance with the Rules of the New York Stock Exchange. All members of the Audit Committee
shall have a requisite working familiarity with basic finance and accounting practices in compliance with the
Rules of the New York Stock Exchange. In addition, at least one member of the Committee will have accounting
or related financial management expertise. A quorum shall be three.

The members of the Audit Committee shall be elected by the Board annually and shall serve for one year
or until their successors are elected and qualified. The members of the Audit Committee may designate a
Chairman by majority vote of the full Audit Committee.

The Audit Committee may invite such other persons (e.g., Chief Financial Officer, Corporate Controller,
Director of Business Assurance) as it deems appropriate.

Internal and external audit shall normally make presentations to the Audit Committee at its meetings.

The Secretary of the Audit Committee shall be the Secretary of the entity or such other person as nominated
by the Board.

Meetings

Face to face or telephonic meetings shall be held at least four times a year or more frequently as
circumstances dictate. Special meetings of the Audit Committee may be convened as required. The internal or
external auditors may request a meeting if they consider that one is necessary.

The proceedings of these meetings will be documented in minutes.

It is expected that regular reports will be received on matters to be defined by the Audit Committee but are
likely to include:

• Internal audit reports

• Compliance certifications

• Security and fraud reports

• External audit reports

• Significant SEC and IRS communications

• Annual Audit Committee Charter review

The Audit Committee shall meet at least annually with the Corporation’s management, the members of the
Corporation’s internal auditing department and the Corporation’s independent accountants in executive sessions
to discuss any matters that the Audit Committee or each of these groups believe should be discussed privately.

Board Reporting

The Audit Committee should report to the Board as necessary and should report annually to the Board
summarizing the activities of the Audit Committee during the previous financial year.

While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the duty of
the Audit Committee to plan or conduct audits or to determine that the Company’s financial statements are
complete and accurate and are in accordance with generally accepted accounting principles. This is the
responsibility of management and the independent accountant. Nor is it the duty of the Audit Committee to
conduct investigations, to resolve disagreements, if any, between management and the independent accountants
or to assure compliance with laws and regulations.
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PART I

ITEM 1. BUSINESS

Ethyl Corporation develops, manufactures, blends, and markets fuel and lubricant additives technology and
products around the world. We also distribute tetraethyl lead (TEL), a gasoline octane enhancer, primarily
through marketing agreements. A review of these operations is included in the Business Segments section. We
are incorporated in Virginia and employed approximately 1,500 people at year-end 2000.

Recent Developments

Our crankcase additives business has been a key factor in our declining petroleum additives earnings over
the last few years. The crankcase industry has suffered from overcapacity, low to no growth, and severe price
erosion. Even as the supply of some crankcase components has tightened, the market has been weakened
further due to substantial raw material cost increases, unfavorable currency conditions, and the pricing leverage
of the consolidating oil industry.

Ethyl’s strategy for the crankcase product line has been to pursue selected growth opportunities while
defending our market position. At the same time, we have invested in acquisitions and research to support our
customers with cost-effective, leading-edge technology and service. We relied on this strategy anticipating an
eventual turnaround in the pricing of crankcase additives. In December 2000, Ethyl announced a 15% price
increase for all products manufactured for passenger car and diesel engine motor oil. We were not successful in
implementing this increase. Crankcase industry conditions have continued to erode causing the return on
investment in our crankcase business to be unsatisfactory. These factors were the primary contributors to the
loss of our crankcase positions at Pennzoil-Quaker State Company, Equilon Enterprises LLC, and Exxon Mobil
Corporation.

Ethyl is committed to returning profitability to the crankcase product line while providing our customers
the technology and services they need. We will implement a new business model for petroleum additives that
includes a workforce and operations reduction to be completed by mid-year 2001. Earnings for 2001 will
depend upon the timing and completion of the cost and workforce reduction and will likely include a number
of one-time charges.

We completed new Amended and Restated Senior Secured Credit Facilities amounting to $540 million
with our lenders in early April. The interest rate under this agreement is higher than our previous agreement.
The new agreement is collateralized. The new agreement is discussed further in Note 23 and a copy is included
as Exhibit 4.1 to this filing.

Cash flows from operations remain strong, enabling us to reduce debt about $52 million during the last six
months of 2000, for a total of $240 million of debt repayment in the last three years. Over the next 24 months,
we intend to repay $200 million of debt.

In the third quarter, we announced the termination, at December 31, 2000, of an overfunded U.S. salaried
employee pension plan. The proceeds from the plan will be used to establish a new, fully funded pension plan
for U.S. salaried employees with comparable provisions and benefit formula. The surplus not used to fund the
new plan will be subject to the usual corporate income taxes as well as a 20% excise tax. The proceeds
remaining after taxes, currently estimated at $50-60 million depending upon the market value of pension assets,
will be used for debt repayment. The process remains subject to regulatory approval and is anticipated to
conclude by third quarter 2001. In future years, Ethyl will report reduced noncash pension income, since the
amount of surplus in the new pension plan will be less than that in the terminated plan.

On July 27, 2000, the Board of Directors suspended our dividend. This action improves cash flow for debt
reduction.
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During 2000, Ethyl’s Swiss subsidiaries entered marketing agreements, which were effective January 1,
2000, with Alcor Chemie AG and Alcor Chemie Vertriebs AG (Alcor), to market and sell TEL outside North
America and the European Economic Area. The Associated Octel Company Limited (Octel) purchased Alcor in
the fall of 1999. These agreements are similar to the marketing agreements we currently have in place with
Octel. On April 19, 2000, we made a payment of $39 million to Alcor as a prepayment for services provided
under the terms of the marketing agreements. This payment was funded under our loan agreements and is being
amortized over a period of ten years using a declining balance method. The proceeds earned by Ethyl under
these marketing agreements are reflected in the Consolidated Statements of Income in the caption, ‘‘TEL
Marketing Agreements Services.’’

Business Segments

Ethyl reports our business in two distinct segments: petroleum additives and tetraethyl lead. We divide our
business this way due to the operational differences between the two business units. The petroleum additives
business operates in a market that we actively review for opportunities, while TEL is a mature product
marketed primarily through third party agreements.

Petroleum Additives—Petroleum additives are used in lubricants or fuels and have many different
applications. The petroleum additives market is highly competitive with three other major companies, as well
as a number of smaller companies in the industry.

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, gear axle, or
hydraulic pump. Our lubricant additives are used in oils, fluids, and greases. Ethyl additives are rigorously
tested and meet or exceed the most stringent oil industry, government, and original equipment manufacturer
(OEM) specifications. We sell lubricant additives to major oil marketers and independent lubricant
manufacturers around the world.

Lubricant additive technology applications include:

Driveline

• automatic transmission fluids

• automotive and commercial gear oils

Industrial

• hydraulic oils

• turbine oils

• slideway oils

• specialty lubricants

Crankcase

• passenger car engine oils

• light and heavy duty diesel engine oils

• railroad and marine, medium-speed diesel engine oils

Fuel additives are chemical components that improve the refining process and performance of gasoline,
diesel, and other fuels. Benefits of fuel additives in the refining process include reduced use of crude oil during
refining and improved fuel storage properties. Fuel performance benefits include fuel ignition improvements,
emissions reduction, and protection against deposits for fuel injectors, intake valves, and the combustion
chamber. Ethyl fuel additives are also tested extensively and meet stringent industry, government, and OEM
requirements.
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Ethyl sells fuel additives worldwide to major fuel marketers and refiners, as well as independent terminals
and other fuel blenders. Fuel additive applications include:

• gasolines

• diesel fuels

• aviation fuels

• racing fuels

• power generation fuels

• heating oils

Tetraethyl Lead—TEL is an octane enhancer used in gasoline. Ignition qualities and operating
performance of gasoline improve with higher levels of octane. When introduced in the 1920s, TEL was used to
prevent ‘‘engine knock,’’ a condition of poor combustion timing causing loss of engine power. In the 1970s,
automobile manufacturers began including emissions control technology in vehicles to comply with the Clean
Air Act. When the surface metal of the 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.

TEL is marketed to petroleum refiners, through our agreements with Octel, in all world areas except for
North America and the European Economic Area. We continue to sell and compete in North America and the
European Economic Area. Because the market is declining, there are a limited number of companies in the
industry.

Since it is a mature product, we expect the market for TEL to decline at an average rate of about 15%
annually. Ethyl’s marketing agreements with Octel help us manage this shrinking market by providing
efficiencies of operation.

Raw Materials and Product Supply

We use a variety of raw materials in our manufacturing processes. Base oil, poly isobutylene, olefin
copolymers, antioxidants, and alcohols are the most significant of these raw materials. Generally, we purchase
major raw materials under long-term contracts with multi-source suppliers and believe the availability of the
raw materials is sufficient for our operations.

We have the following long-term agreements for finished products:

• DSM Copolymer, Inc. supplies olefin copolymer viscosity index improvers

• Octel supplies TEL

• Albemarle Corporation supplies MMT and antioxidants

Research, Development, and Testing

Ethyl’s research, development, and testing (R&D) provides the basis for our global petroleum additives
technology. Through product development and performance testing, Ethyl R&D provides our customers
technology and support for desired product performance. In 2000, Ethyl R&D performed more internal engine,
bench, and rig tests than ever before in pursuit of several new technology categories, including GF-3 for
passenger car engine oils and PC-9 for heavy duty diesel engine oils. Compared to spending for R&D of $67
million in 1999, costs rose in 2000 to $73 million.

The new products introduced in 2000 focused on the changing crankcase specifications as well as new
diesel fuel and gasoline additive technology that reduce deposits and emissions. Highlights for other new
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lubricant products include continuing work on additive packages for the Continuously Variable Transmission or
CVT, and new gear oil chemistry that is nearing OEM approval.

Looking ahead, as we implement the new petroleum additives business model, Ethyl plans to reduce R&D
expenditures for certain crankcase products to keep our research and support services relevant to the
marketplace. As for the development and testing of our other product lines, Ethyl remains committed to
providing some of the most advanced, comprehensive test programs in the industry to support our customers
worldwide.

Patents and Trademarks

Ethyl actively protects our inventions, new technologies, and product developments. We currently own
approximately 1,000 issued United States and foreign patents, with a significant number of additional patents
pending. Some of these patents are licensed to others. In addition, Ethyl has acquired the rights under patents
and inventions of others through licenses. We believe our patent position is strong, aggressively managed, and
sufficient for the conduct of our business.

Environmental

Ethyl operates under policies that 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 comply with all 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 FASB
Statement No. 5 and FASB 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 additional information.

Total gross liabilities for environmental issues at year-end were $28 million for 2000 and $38 million for
1999. We expect to receive insurance reimbursements for a portion of the amounts. As new technology
becomes available, it may be possible to reduce accrued amounts. While we are currently fully accrued for
known environmental issues, it is possible that unexpected future costs could have a significant impact.

Ethyl spent $12.4 million in 2000 for environmental operating and clean-up costs, excluding depreciation
of previously capitalized expenditures. We spent $14 million in 1999 and $17 million in 1998. Of these
amounts, the ongoing costs of operations were $11.7 million in 2000, $13 million in 1999, and $15 million in
1998. The balance represents clean-up, or remediation and monitoring costs. In the next year, we expect
environmental operating and remediation costs to be about the same as 2000.

On capital expenditures for pollution prevention and safety projects, we spent $3 million in both 2000 and
1999, and $7 million in 1998. Over the next few years, we expect these capital expenditures to be about the
same as 2000.

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

• Potential changes in applicable statutes and regulations

• Uncertainty as to the success of anticipated solutions to pollution problems

• Uncertainty as to whether additional expense may prove necessary

• Potential for emerging technology to affect remediation methods and reduce associated costs
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Ethyl is 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.

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

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. The financial viability of the other PRPs is reasonably assured. Ethyl has
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 Ethyl 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, Ethyl has agreed to participate
with other PRPs in a site investigation and feasibility study. We are responsible for 6.47% of the study cost and
have accrued for the estimated expenses. Because of the early stage, we cannot make a reasonable estimate of
the total cost of the investigation, remediation, or Ethyl’s share of responsibilities related to the site clean-up.
As additional facts become known, we will accrue and pay our proportionate share of remediation costs, if any.

At another site in the United States, Ethyl and the other PRPs had previously appointed a management
company to facilitate the remediation and monitoring of the site. During 2000, the management company
informed us of a favorable change in the necessary work at the site. This change should result in significantly
lower monitoring costs over the next 15 years.

Ethyl also owns several other environmental sites where we are in the process of remediation and
monitoring. At the largest United States site, we have substantially completed remediation and will be
monitoring the site for an extended period. In addition, we have identified TEL bulk storage facilities in the
United States, Canada, Europe, and Singapore for dismantling and remediation. While we have not yet
established a firm time line for the work at these facilities, we expect that Europe and Singapore will be
complete within the next year.
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Segment Assets

The following table shows asset information by segment and the reconciliation to consolidated assets.
Segment assets consist of accounts receivable, inventory, and long-lived assets. Long-lived assets include
property, plant, and equipment, net of depreciation; intangible assets and prepayment for services, both net of
amortization.

Segment Assets and Related Information

2000 1999 1998

(in millions of dollars)

Segment assets
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 579 $667 $ 720
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69 55 82

648 722 802
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 16 9
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 – –
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 4 9
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 13 15
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 6
Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225 127 110
Other assets and deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89 104 131

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,002 $991 $1,082

Additions to long-lived assets
Petroleum additives (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15 $ 15 $ 70
Tetraethyl lead (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 – –
Other long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1 –

Total additions to long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55 $ 16 $ 70

Depreciation and amortization
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 54 $ 58 $ 57
Tetraethyl lead (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 2 2
Other long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 5 4

Total depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66 $ 65 $ 63

(a) Petroleum additives additions to long-lived assets include increases in segment intangibles as a result of
the recognition of a portion of the note payable to Texaco. The amount of this noncash transaction was
$43 million in 1998.

(b) The $39 million addition to TEL long-lived assets relates to the prepayment for services paid to Alcor.
The amortization of the prepayment for services was $7 million in 2000.
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Geographic Areas

Ethyl has operations in the United States, Europe, Asia, and Latin America, as well as in 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 have also participated in selective foreign currency
forward contracts. 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. No transfers occurred between
segments during the three years shown. Except for the United States, no country exceeded 10% of net sales or
long-lived assets in any year. Ethyl allocated revenues to geographic areas based on the location to which the
product was shipped. The reduction in net sales from 1998 partially results from TEL sales made through the
marketing agreements with Octel not being recorded as sales by Ethyl.

Geographic Areas

2000 1999 1998

(in millions of dollars)

Net Sales
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $404 $399 $440
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 417 445 534

$821 $844 $974

Long-lived assets
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $333 $378 $421
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77 54 70

$410 $432 $491

ITEM 2. PROPERTIES

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

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

Manufacturing: Feluy, Belgium
Houston, Texas (also provides TEL storage and distribution)
Natchez, Mississippi
Orangeburg, South Carolina (idled facility, leased land)
Port Arthur, Texas
Rio de Janeiro, Brazil
Sarnia, Ontario
Sauget, Illinois

We own our corporate headquarters located in Richmond, Virginia, and generally lease our regional and
sales offices located in a number of areas around the world.
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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. Our facilities are well maintained and in good
operating condition.

Under our supply optimization plan, Ethyl continuously evaluates production facilities. In February 2001,
we announced a new business strategy related to our crankcase business (see Recent Developments). As part of
this business plan, we are going to indefinitely idle a small plant in Natchez, Mississippi, and the crankcase
portions of the plants in Houston, Texas and Rio de Janeiro, Brazil. We evaluated all crankcase assets for
impairment in accordance with FASB Statement No. 121, ‘‘Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of,’’ and determined a writedown of these facilities was not
appropriate for the year 2000 financial statements.

During 2000, we permanently idled the facility in Orangeburg, South Carolina and wrote its value down to
zero. We concluded that the market for the product that was produced at the facility had not grown as
anticipated and that available supply and production facilities were adequate for demand of the product.

ITEM 3. LEGAL PROCEEDINGS

Ethyl was served as a defendant in two cases filed in the Circuit Court for Baltimore City, Maryland, on
September 22, 1999. Both cases claim damages attributable to lead. The cases were Cofield et al. v. Lead
Industries Association, Inc., et al. and Smith et al. v. Lead Industries Association, Inc., et al. Cofield is no
longer a named plaintiff in the first case and the case is now identified as Young. Young seeks recovery for
alleged property damage from lead paint, which Ethyl never produced or distributed. Smith is for alleged
personal injuries for six children from lead exposure due to lead paint and dust from tailpipe emissions due to
leaded gasoline. Ethyl has strong defenses and is vigorously defending the cases.

Ethyl and our subsidiaries are involved in other legal proceedings. These legal proceedings are incidental
to our business and include administrative or judicial actions seeking remediation under environmental laws
such as Superfund. These proceedings also include premises asbestos cases and product liability cases. While it
is not possible to predict or determine the outcome of these proceedings, it is our opinion that Ethyl and our
subsidiaries will not experience materially adverse effects on our results of operations or financial condition.

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 2000.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON STOCK AND RELATED STOCKHOLDER
MATTERS

Ethyl’s common stock is traded on the New York and Pacific stock exchanges under the symbol EY. A
total of 400 million shares of common stock is authorized, of which 83,454,650 shares were outstanding as of
December 31, 2000. The registered shareholders were 11,654 at December 31, 2000 and 12,453 at December
31, 1999.

The following table shows the high and low prices of our common stock each quarter, as well as the
dividends declared. On July 27, 2000, the Board of Directors suspended our dividend.

2000

First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.00 $ 3.69 $ 2.81 $ 2.00
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2.69 $ 2.19 $ 1.44 $ 1.31
Dividends declared per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $.0625 $.0625 $ – $ –

1999

First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6.69 $ 6.00 $ 6.00 $ 5.13
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.19 $ 4.13 $ 3.88 $ 3.50
Dividends declared per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $.0625 $.0625 $.0625 $.0625
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ITEM 6. SELECTED FINANCIAL DATA

Ethyl Corporation & Subsidiaries

Five Year Summary

Introduction to the Five Year Summary: The following Five Year Summary includes the results of the
worldwide lubricant additives business of Texaco, since its acquisition on February 29, 1996. The financial
position and other data after that date reflect the impact of this acquisition.

Years Ended December 31
2000 1999 1998 1997 1996

(in thousands except per-share amounts)
Results of Operations
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 820,870 $ 843,723 $ 974,190 $1,063,615 $1,149,651
Costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 804,535 788,889 871,768 923,691 979,972
TEL marketing agreements services . . . . . . . . . . . . . . . . . . . . . . . . . 36,619 53,993 14,944 – –
Special items income (expense), net (1) . . . . . . . . . . . . . . . . . . . . . . 76,009 7,200 4,885 – –

Operating profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 128,963 116,027 122,251 139,924 169,679
Interest and financing expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,075 35,506 40,409 25,668 24,268
Other (expense) income, net (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,793) 601 24,519 (4,274) 361

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90,095 81,122 106,361 109,982 145,772
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,098 25,825 35,782 32,452 52,800

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60,997 $ 55,297 $ 70,579 $ 77,530 $ 92,972

Financial Position and Other Data
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,001,639 $ 991,380 $1,082,239 $1,080,472 $1,106,905
Operations:

Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 93,909 $ 161,766 $ 213,862 $ 218,686 $ 246,254
Current ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.46 to 1 1.80 to 1 2.20 to 1 2.21 to 1 2.36 to 1
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . $ 66,256 $ 65,125 $ 63,310 $ 61,752 $ 61,919
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,828 13,793 22,738 43,496 29,403
Acquisitions of businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . – – – – 133,032
Gross margin as a % of net sales . . . . . . . . . . . . . . . . . . . . . . . 20.1 23.0 25.6 28.4 30.0
Research, development, and testing expenses (3) . . . . . . . . . . . $ 72,941 $ 66,957 $ 67,363 $ 71,172 $ 71,723

Long-term debt (4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356,053 407,134 531,859 594,429 325,480
Common and other shareholders’ equity (4) . . . . . . . . . . . . . . . . . . . 259,413 215,209 187,002 144,598 439,900
Long-term debt as a % of total capitalization (4) . . . . . . . . . . . . . . . . 57.9 65.4 74.0 80.4 42.5
Net income as a % of average shareholders’ equity . . . . . . . . . . . . . . 25.7 27.5 42.6 21.5 21.9

Common Stock
Basic and diluted earnings per share (5) . . . . . . . . . . . . . . . . . . . . . . $ .73 $ .66 $ .85 $ .71 $ .78
Shares used to compute basic earnings per share . . . . . . . . . . . . . . . . 83,462 83,465 83,465 109,793 118,444
Shares used to compute diluted earnings per share . . . . . . . . . . . . . . 83,462 83,465 83,465 109,800 118,448
Cash dividends declared per share (6) . . . . . . . . . . . . . . . . . . . . . . . . $ .125 $ .25 $ .25 $ .44 $ .50
Equity per share (4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3.11 $ 2.58 $ 2.24 $ 1.73 $ 3.71
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Notes to the Five Year Summary

(1) The special items in 2000 include a benefit of $81 million ($51 million after income taxes) related to
settlements of certain pension contracts resulting in the recognition of noncash gains; a $4 million benefit
($3 million after income taxes) related to the demutualization of MetLife, Inc.; an $8 million charge ($5
million after income taxes) for the write-off of plant assets; and a $1.4 million special retirement charge
($900 thousand after income taxes). The special item in 1999 consists of a supply contract amendment ($4
million after income taxes). The special items in 1998 consist of a benefit of $9 million, net of related
expenses, ($6 million after income taxes) due to a settlement with the Canadian government partially
offset by a charge related to an enhanced retirement offer of $4 million ($3 million after income taxes).

(2) Other (expense) income, net for 2000 includes a $3 million charge related to the equity loss in Envera
LLC ($2 million after income taxes) offset by a $2 million gain ($1 million after income taxes) on the sale
of a nonoperating asset. Other income for 1998 includes a $15 million gain on the sale of a nonoperating
asset ($9 million after income taxes) and $8 million income related to the settlement of a federal income
tax audit ($6 million after income taxes). Other expense for 1997 includes a charge related to nonoperating
assets of about $6 million ($3 million after income taxes) resulting from impairment losses of $16 million
offset by gains on sales of $10 million.

(3) Research and development expenses, based on the technical accounting definition, were $40 million in
2000, $41 million for 1999, $40 million for 1998, $42 million for 1997, and $47 million for 1996.

(4) In 1997, the increase in long-term debt and long-term debt as a percentage of total capitalization, as well
as the decrease in shareholders’ equity and equity per share, reflect the effects of the stock buy-back that
took place on October 2, 1997. Ethyl acquired about 35 million shares of our common stock in accordance
with the stock buy-back offer. We financed the total transaction cost of about $329 million under our loan
agreement. We base equity per share on the number of common shares outstanding at the end of each
year.

(5) We restated the earnings per share figures and number of shares used to compute earnings per share in
accordance with FASB Statement No. 128, adopted effective December 31, 1997.

(6) The decrease in cash dividends declared in 2000 reflects the suspension of the dividend effective July 27,
2000. The decrease in cash dividends declared in 1997 reflects the reduction of the annual cash dividend
rate to $.25 per share from $.50 per share effective for the dividend declared on October 30, 1997 and paid
on January 1, 1998.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Comments

Some of the information presented constitutes forward-looking comments within the meaning of the
Private Securities Litigation Reform Act of 1995. The forward-looking comments may focus on future
objectives or expectations about future performance and may include statements about trends or anticipated
events.

Ethyl believes our forward-looking comments are based on reasonable expectations and assumptions,
within the bounds of what we know about our business and operations. However, Ethyl offers 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, a significant rise in interest rates, resolution of environmental liabilities,
or changes in the demand for Ethyl’s products. Other factors include 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, or the impact of consolidation of the petroleum additives industry.

RESULTS OF OPERATIONS

Net Sales

Consolidated net sales in 2000 were lower than both 1999 and 1998. The table below shows net sales by
segment for the last three years.

As noted in the discussion in Recent Developments, conditions in the crankcase industry have continued to
erode, causing the return on our investment in the crankcase business to be unsatisfactory. These factors were
the primary contributors to the loss of our crankcase positions at Pennzoil-Quaker State Company, Equilon
Enterprises LLC, and Exxon Mobil Corporation, which will impact sales in 2001.

In 2000, net sales to three customers of our petroleum additives segment exceeded 10% of total net sales.
Those customers were Equilon amounting to $110 million (13% of total net sales), Pennzoil-Quaker State also
amounting to $110 million (13% of total net sales), and ExxonMobil amounting to $93 million (11% of total
net sales). A significant portion of the sales to these three customers were for crankcase products.

The petroleum additives segment reported net sales in 1999 of $118 million (14% of total net sales) to
Equilon and $102 million (12% of total net sales) to Pennzoil-Quaker State.

In 1998, the petroleum additives segment included net sales to Texaco and its worldwide subsidiaries and
affiliates of $143 million (15% of total net sales) and net sales to Shell and its worldwide subsidiaries and
affiliates of $100 million (10% of net sales).

No other customer accounted for over 10% of Ethyl’s total net sales in any year.

Net Sales By Segment

2000 1999 1998

(in millions of dollars)

Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $796 $820 $857
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 24 117

Consolidated net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $821 $844 $974
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Petroleum Additives—Net sales of petroleum additives were down 3% from 1999 and 7% from 1998.

The reduction in net sales from 1999 reflects lower shipments in most product lines and most regions,
resulting in an unfavorable impact of $40 million. The impact of lower volumes was partly offset by $16
million from the benefit of higher selling prices in 2000. These higher prices resulted from several price
increase initiatives during the year.

Shipments were also lower when compared to 1998 causing an unfavorable impact of $35 million on net
sales. In addition, lower selling prices since 1998 caused another $26 million reduction in net sales.

Tetraethyl Lead—Most of the TEL marketing activity is through the agreements with Octel and Alcor,
under which we do not record the sales transactions. Therefore, TEL net sales reflected in the table above are
those made by Ethyl in areas not covered by the agreements, as well as sales made to Octel under the terms of
the agreements.

While TEL net sales in 2000 are about even with 1999, the current year includes the benefit of an increase
of $4 million in sales to Octel under the marketing agreements. During 2001, Octel will purchase our remaining
TEL inventory that is required under the marketing agreements. Because of the anticipated continued market
decline, we expect net sales next year to be lower than 2000.

Segment Operating Profit

Ethyl evaluates the performance of petroleum additives and TEL based on segment operating profit.
Corporate departments and other expenses outside the control of the segment manager are not allocated to
segment operating profit. Depreciation on segment property, plant, and equipment, and amortization of segment
intangible assets and the prepayment for services are included in the operating profit of each segment.

Our 2000 segment operating profit was 52% lower than 1999 and 57% lower than 1998. The table below
reports operating profit by segment, as well as a reconciliation to income before income taxes for the last three
years.

Segment Operating Profit

2000 1999 1998

(in millions of dollars)

Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25 $ 85 $ 97
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 48 51

Segment operating profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 133 148
Corporate unallocated expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26) (24) (27)
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (36) (35) (40)
Pension contract settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81 – –
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 7 25

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 90 $ 81 $106

Petroleum Additives—Petroleum additives operating profit included a nonrecurring charge of $8 million
for the write-off of an idled manufacturing facility in 2000. This write-off is part of an ongoing plant
rationalization effort and has improved the petroleum additives cost structure. A nonrecurring benefit of $7
million from a supply contract amendment is included in 1999, while 1998 includes a nonrecurring benefit of
$9 million from the MMT settlement with the Canadian government. Excluding these nonrecurring items, 2000
petroleum additives operating profit declined 59% from 1999 and 64% from 1998.

When compared to both 1999 and 1998, the lower profits in 2000 resulted from significantly higher raw
material costs, as well as lower shipments. In addition, the impact of higher research, development, and testing
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expenses (R&D); unfavorable foreign exchange; and higher selling, general, and administrative (SG&A)
expenses contributed to the lower operating profit. The benefit of the price increases in 2000 did not
significantly offset the impact of these factors. Our crankcase additives business has been a key factor in the
decline of our petroleum additives earnings for the last few years.

Total R&D expenses were $73 million in 2000 and $67 million in both 1999 and 1998. Testing related to
the next generation of additive product specifications, as well as ongoing product reformulation caused the
increase in 2000. Based on the technical accounting definition, R&D was $40 million in 2000, $41 million in
1999, and $40 million in 1998. All of our R&D expenses were related to petroleum additives.

SG&A increased $1 million or 3% over 1999 and $3 million or 5% over 1998 levels. As a percentage of
net sales, SG&A and R&D expenses were 16.1% in 2000, 14.7% in 1999, and 14.0% in 1998. The increase
primarily reflects the effect of higher R&D expenses and lower revenue.

Tetraethyl Lead—TEL operating profit decreased 19% when compared to 1999 and 23% when compared
to 1998. These results included operating profit from our marketing agreements with Octel of $37 million in
2000, $54 million in 1999, and $15 million for the three months it was effective in 1998. Also included is a
benefit of $1.8 million in 2000 and $900 thousand in 1999 from the liquidation of last-in first-out inventory
(LIFO). The decreases reflect the continuing decline of the TEL market. The TEL operating profit also includes
our operations and the costs of certain facilities that are not a part of the marketing agreements.

Special Items Income, Net

Special items income, net totaled $76 million in 2000. Settlements of pension contracts resulted in the
recognition of noncash gains of $81 million. In addition, the demutualization of MetLife, Inc. resulted in $4
million income. These were partly offset by an $8 million charge for the write-off of the idled Orangeburg,
South Carolina, manufacturing facility in petroleum additives and a special retirement charge of $1.4 million.

The special item of $7 million in 1999 was for a supply contract amendment in petroleum additives. The
1998 amount included income of $9 million, net of expenses, from the MMT settlement with the Canadian
government, as well as a charge of $4 million for the enhanced retirement offer and elimination of certain
positions.

Interest and Financing Expenses

Interest and financing expenses were $36 million in 2000, $35 million in 1999, and $40 million in 1998.
Compared to 1999, a higher effective interest rate resulted in a $5 million increase in interest and financing
expenses. This was mostly offset by lower average debt outstanding, as well as lower fees and amortization of
financing costs. Compared to 1998, lower debt outstanding resulted in a $9 million decrease in expense in
2000, which was partially offset by a higher effective interest rate amounting to a $4 million impact. Fees and
amortization of financing costs were also higher in 2000 than in 1998.

Other (Expense) Income, Net

Other expense, net for 2000 was $3 million. The 2000 total included $3 million for our percentage share
of the loss of Envera LLC (Envera). Envera is a newly formed global electronic marketplace for business-to-
business transactions and services. Ethyl has an equity investment in Envera. The Envera loss was partially
offset by a $2 million gain on the sale of nonoperating assets. Other income, net totaled $600 thousand in 1999.
The 1998 total of $25 million income included a $15 million net gain on the sale of nonoperating assets, as
well as $8 million of interest income from a favorable tax settlement with the Internal Revenue Service.
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Income Taxes

Income taxes were $29 million in 2000, $26 million in 1999, and $36 million in 1998. The $3 million
increase when compared to 1999 was due primarily to the 11% increase in income before taxes. The effective
tax rate was 32.3% in 2000 and 31.8% in 1999. Both years reflected the recognition of certain income tax
benefits.

In comparison to 1998, a 15% reduction in income before taxes contributed almost $6 million to the
reduction in income taxes. The remaining $1 million was the result of a lower effective income tax rate in
2000. The effective tax rate in 1998 was 33.6% and included the benefit of a tax settlement with the Internal
Revenue Service.

See Note 17 in the Notes to Consolidated Financial Statements for details of the effective income tax rate.

Net Income

Net income was $61 million ($.73 per share) in 2000, $55 million ($.66 per share) in 1999, and $71
million ($.85 per share) in 1998. Included in net income were nonrecurring items totaling $52 million ($.63 per
share) in 2000, $4 million ($.05 per share) in 1999, and $19 million ($.23 per share) in 1998. Excluding the
nonrecurring items, net income was $9 million ($.10 per share) in 2000, $51 million ($.61 per share) in 1999,
and $52 million ($.62 per share) in 1998.

CASH FLOWS

We generated cash from operating activities of $89 million in 2000, as compared to $128 million in 1999
and $130 million in 1998. In 2000, we used the cash from operating activities, as well as cash-on-hand of $11
million and other proceeds of $3 million to fund the prepayment of TEL marketing agreement services of $39
million and pay dividends of $16 million. In addition, we funded capital expenditures of $14 million, reduced
long-term debt $32 million, and invested $4 million in Envera.

In 1999, we used the cash from operating activities to repay $86 million of long-term debt, pay dividends
of $21 million, fund $14 million of capital expenditures, and increase our cash balance $7 million.

In 1998, we combined $130 million in cash from operating activities, $10 million cash-on-hand and $30
million in proceeds from the sale of nonoperating assets. We used this cash to pay down $124 million on our
long-term debt, pay dividends of $21 million, and fund capital expenditures of $23 million.

Cash dividends paid per common share were $0.1875 in 2000 and $0.25 in both 1999 and 1998. The
reduction in dividends paid in 2000 is the result of the suspension of our dividend. The Board of Directors took
this action on July 27, 2000 to improve our cash flow.

Ethyl expects that cash from operations will continue to be sufficient to cover our operating expenses.

FINANCIAL POSITION AND LIQUIDITY

At December 31, 2000, Ethyl had cash and cash equivalents of $4 million as compared to $16 million at
the end of 1999. Our working capital at year-end 2000 was $94 million resulting in a current ratio of 1.46 to 1.
At December 31, 1999, the working capital was $162 million and the current ratio was 1.80 to 1. The reduction
in working capital and the current ratio reflects decreases in cash, the TEL marketing agreement services
receivable, inventories, and deferred income taxes, as well as an increase in the current portion of long-term
debt. Partially offsetting these were reductions in accounts payable, dividends payable, and accrued expenses.

At December 31, 2000, we had restricted cash of $1 million, which was a portion of the funds we received
from the demutualization of MetLife, Inc. This cash must be used to offset the employee portion of health
benefit costs.
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In 2000, Ethyl reduced debt by $32 million, excluding the addition of a $1 million capital lease
commitment. The net reduction in debt included payments of $60 million on the term loan and $7 million on
the medium term notes. These payments were partially offset by a net increase of $35 million on our revolving
credit agreement.

In 1999, our $86 million debt repayment included $20 million on the term loan, $30 million on the
revolving credit agreement, $7 million on medium-term notes, and $29 million on other debt. An increase of $1
million for a capital lease partially offset the total debt reduction.

As a percentage of total capitalization, Ethyl’s long-term debt, excluding the current portion, decreased
from 65% at the end of 1999 to 58% at the end of 2000. Normally, we repay long-term debt with cash from
operations, as well as with proceeds from sales of business units, plant sites, or other assets.

We expect capital expenditures in 2001 of $11 million will be somewhat lower when compared to 2000.
Capital spending for environmental and safety projects will be about the same as 2000. Ethyl will continue to
finance capital spending through cash provided from operations.

We are committed to invest another $1 million in Envera. The investment will be made in the first quarter
2001. In addition, we have contractual obligations for the construction of assets, as well as purchases of
property and equipment of $2 million.

Under the TEL Marketing Agreements, we are required to provide approximately one-third of the product
sold to customers in the territory or an equivalent dollar value. The value of our available inventory fell below
the requirement at year-end 2000 as we have been utilizing it for sales under the agreements. The dollar value
requirement at year-end 2000 is approximately $16 million. We now cover this requirement to the marketing
agreement through the value of the receivable from Octel, as well as the value of TEL inventory still on hand,
which we expect to sell to Octel. The receivable from Octel will continue to increase as the remaining
inventory is sold to them for use as sales in the territory. The receivable will be paid to Ethyl as the
requirement decreases and will be paid in full at the end of the agreement. These amounts have been recorded
in ‘‘Other assets and deferred charges.’’

Our two business segments, TEL and petroleum additives, both reported declines in earnings in each of
the last two years. The rate of decline in TEL operating profit in 2000 was 19% compared to 1999 and 23%
compared to 1998. We expect continued average annual declines in the TEL market of approximately 15%.
Operating profit of the petroleum additives business declined 71% in 2000 compared to 1999 and 74%
compared to 1998. Petroleum additives operating profit was $25 million in 2000, $85 million in 1999, and $97
million in 1998. The petroleum additives market for some time has continued to reflect excess capacity,
substantial raw material cost increases, unfavorable currency conditions, and the pricing leverage of the
consolidating oil industry. The market dynamics for one of our key product lines within the petroleum additives
segment, crankcase products, deteriorated to such an extent we were not earning an adequate return. We
attempted to recover some of the increased cost through price increases; however, these initiatives have not
been successful in keeping up with cost increases and were factors in the loss of business with three major
customers that represented a significant portion of the crankcase business. The crankcase business with these
three former customers substantially ceased at the end of the first quarter 2001.

In an effort to improve profitability in the crankcase product line, we announced in February 2001, and are
currently implementing, a new business model for petroleum additives that includes a workforce reduction and
the idling of production facilities, to be completed by mid-year 2001. Crankcase production facilities that will
be indefinitely idled include a small plant in Natchez, Mississippi and portions of the plants in Houston, Texas
and Rio de Janeiro, Brazil. We are consolidating production in plants that have spare capacity. These actions
will reduce our total production capacity for crankcase production by approximately 50%. We also intend to
consolidate certain research and testing activities from our Bracknell, England facility, to our modern facilities
located in Richmond, Virginia, and reduce research on products where the market does not provide an adequate
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return on investment. We have announced a severance program that is expected to result in a reduction of
approximately 330 employees by April 30, 2001. This includes staff at the crankcase plants being indefinitely
idled, staff at our Bracknell and Richmond research facilities, and corporate staff. In addition, we have
announced an early retirement program to most domestic salaried employees over age 52. We will know the
number of employees electing early retirement by April 30, 2001. We believe that these actions will reduce
operating expenses by approximately $60 million on an annualized basis.

We believe the successful implementation of this strategy will significantly reduce ongoing operating
costs, after incurring certain one-time restructuring costs in the first half of 2001. These restructuring costs will
include a noncash charge in the first quarter of 2001 in the range of $35 million to $45 million for the write-
down of indefinitely idled facilities and charges of approximately $14 million to $35 million for early
retirement and severance costs, depending upon the number of employees electing early retirement.

On April 10, 2001, we entered into the First Amended and Restated Credit Agreement (the New Credit
Facility) with our lenders as a result of not being in compliance with one of the covenants of the previous
agreement at the end of the first quarter 2001, as we had anticipated.

The New Credit Facility includes a revolving line of credit of $170 million (including a letter of credit
sub-facility), the remaining portion of the original term loan of $140 million, and a new term loan of $230
million. There will be an additional fee of $675 thousand if $115 million from a qualified asset-based secured
financing is not raised to prepay a portion of the additional term loan by May 31, 2001. Ethyl has obtained a
commitment letter from an asset based lender and expects to complete an agreement by May 31, 2001.

The key provisions of the New Credit Facility are reviewed in Note 23. These provisions include
collateralizing substantially all of our assets in the United States and higher interest rates. Mandatory
prepayments on debt are required for excess cash flow, asset dispositions, distributions from our pension plan,
and certain other transactions. The payment of dividends is not permitted and investments, as well as capital
expenditures, are limited.

We have made debt repayment a priority so that we will have more flexibility in the future and expect that
we will be able to repay $200 million over the next 24 months. We expect that cash flow from operations will
continue to make significant contributions to debt reduction. The termination of our overfunded U.S. salaried
pension plan is also expected to provide $50 million to $60 million for debt curtailment once all regulatory
approvals are obtained. We expect to accomplish a reduction in working capital requirements that will enable
us to make further reductions in debt. We also expect to complete the sale of certain nonstrategic assets in
2001, which must be used to repay debt.

We believe that we have the ability to successfully implement our new business model for petroleum
additives and that we will be able to comply with the terms of the New Credit Facility. While we believe our
plan is sound and attainable, the possibility exists that unforeseen events or business conditions could prevent
us from meeting certain financial covenants.

If unforeseen events or conditions restrict us from meeting our targeted results, we have alternative plans,
including additional asset sales, additional reductions in operating costs, deferral of capital expenditures and
reductions in working capital, that we believe would enable us to comply with the debt covenants. In the event
we may not be in compliance with the debt covenants at some future date, we would pursue various
alternatives. These may include, among other things, refinancing of debt or obtaining covenant amendments or
waivers. While we believe we could successfully complete alternative arrangements if necessary, there can be
no assurance that such alternatives would be available or that we would be successful in their implementation.
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OTHER MATTERS

Revenue Recognition

During 1999, the SEC issued Staff Accounting Bulletin (SAB) No. 101, ‘‘Revenue Recognition in
Financial Statements.’’ This SAB, which became effective in 2000, provides guidance on the recognition,
presentation, and disclosure of revenue in the financial statements. Our policy is to recognize revenue from the
sale of products when title and risk of loss have transferred to the buyer. During the year, we reviewed our
revenue recognition policies and procedures and confirmed that they are in substantial compliance with the
guidance in SAB 101. The financial impact, on a quarterly and annual basis, of fully adopting the requirements
of SAB 101 was immaterial. We have policies and procedures in place to ensure that revenue recognition for
the year-end 2000, as well as future periods, is in compliance with SAB 101.

Organizational Matters

During the year, J. Robert Mooney retired from his position as Senior Vice President and Chief Financial
Officer to become the Chief Executive Officer of Envera LLC. David A. Fiorenza, Vice President and
Treasurer for Ethyl, was named Principal Financial Officer.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Ethyl is exposed to many market risk factors including fluctuations in interest and foreign currency rates,
as well as changes in the cost of raw materials and marketable security prices. These risk factors may affect our
results of operations, cash flows, and financial position.

We manage these risks through regular operating and financing methods, including the use of derivative
financial instruments. Derivative instruments were with major financial institutions and were not for speculative
or trading purposes. Also, as part of our financial risk management, we regularly review significant contracts
for embedded derivatives. Based on our review, we have no contracts with a built-in derivative.

The following analysis presents the effect on Ethyl’s earnings, cash flows, and financial position as if the
hypothetical changes in market risk factors occurred at year-end 2000, 1999, and 1998. We analyzed only the
potential impacts of our hypothetical assumptions. This analysis does not consider other possible effects that
could impact our business.

Interest Rate Risk

At year-end 2000, we had $443 million of debt with $430 million of that total at variable interest rates.
Holding all other variables constant, if interest rates hypothetically increased 10%, the effect on our earnings
and cash flows would be higher interest expense of $3 million.

At the end of 1999, $455 million of our $474 million total debt was at variable rates. At December 31,
1998, we had $559 million of total debt and $505 million at variable rates. A hypothetical 10% increase in
interest rates in either year would have resulted in $3 million higher interest expense in that year.

A hypothetical 10% decrease in interest rates, holding all other variables constant, would not materially
affect the fair value of outstanding debt at year-end 2000, 1999, or 1998.

Foreign Currency Risk

Ethyl sells to customers in foreign markets through our foreign operations, as well as through export sales
from our plants in the U.S. These transactions are often denominated in currencies other than the U.S. dollar.
Our primary currency exposures are the Euro, Japanese Yen, Canadian Dollar, and British Pound Sterling.
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In the past, Ethyl minimized our foreign currency risk by matching cash flow exposures in major
currencies. However, as we consolidated manufacturing operations, that became more difficult. Therefore, since
1998 Ethyl sometimes enters into forward contracts to minimize the risk of foreign currency denominated sales.
At December 31, 2000, we did not have any outstanding forward contracts.

At year-end 1999, we had a series of Japanese Yen forward sale contracts for $24 million to minimize
currency exposure from expected cash flows from foreign operations. The contracts all had maturity dates in
2000. With all other variables held constant, a hypothetical 10% adverse change in the December 31, 1999
forward Yen rates would have resulted in about a $3 million negative impact in the value of our forward
contracts.

At the end of 1998, we had Yen forward sale contracts in the amount of $22 million. A 10% hypothetical
adverse change in the December 31, 1998 forward Yen rates would have resulted in a decrease of over $2
million in the value of these contracts.

Raw Material Price Risk

Ethyl is exposed to the risk of increasing raw material prices. When raw material prices increase, we
attempt to recover these costs by increasing selling prices. However, if increases in raw material costs outpace
the increase in selling price, these costs will have a negative effect on operating profit.

Marketable Security Price Risk

At December 31, 2000, we recorded our marketable securities at a fair value of $26 million, including net
unrealized gains of $5 million. The estimated loss in the fair value of the marketable securities resulting from a
hypothetical 10% decrease in price is $3 million.

At year-end 1999, as well as year-end 1998, our marketable securities had a fair value of $20 million
including net unrealized gains of $4 million. The estimated loss, for both 1999 and 1998, in the fair value of
these securities due to a hypothetical 10% decrease in the price would have been $2 million.

Since the securities are classified as ‘‘available for sale,’’ any adjustment to fair value is reported in
accumulated other comprehensive loss, and would not impact our results of operations or cash flows unless the
securities are sold.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Ethyl Corporation & Subsidiaries

Consolidated Statements of Income

Years Ended December 31

2000 1999 1998

(in thousands except per-share amounts)

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $820,870 $843,723 $974,190
Cost of goods sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 655,718 649,306 725,018

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,152 194,417 249,172

TEL marketing agreements services . . . . . . . . . . . . . . . . . . . . . . . . . 36,619 53,993 14,944

Selling, general, and administrative expenses . . . . . . . . . . . . . . . . . . 75,876 72,626 79,387
Research, development, and testing expenses . . . . . . . . . . . . . . . . . . 72,941 66,957 67,363
Special items income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,009 7,200 4,885

Operating profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 128,963 116,027 122,251

Interest and financing expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,075 35,506 40,409
Other (expense) income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,793) 601 24,519

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90,095 81,122 106,361
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,098 25,825 35,782

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60,997 $ 55,297 $ 70,579

Basic and diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . $ .73 $ .66 $ .85

Shares used to compute basic and diluted earnings per share . . . . . . . 83,462 83,465 83,465

Cash dividends declared per share of common stock . . . . . . . . . . . . $ .125 $ .25 $ .25

See accompanying Notes to Consolidated Financial Statements.
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Ethyl Corporation & Subsidiaries

Consolidated Balance Sheets

December 31

2000 1999

(in thousands except
per-share amounts)

A S S E T S

Current assets:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,470 $ 15,846
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,262 –
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137,501 133,291
Receivable–TEL marketing agreements services . . . . . . . . . . . . . . . . . . . 12,555 22,655
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,686 174,792
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,353 12,575
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,414 5,699

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298,241 364,858

Property, plant, and equipment, at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 767,675 769,307
Less accumulated depreciation and amortization . . . . . . . . . . . . . . . . . . . 476,573 436,331

Net property, plant, and equipment . . . . . . . . . . . . . . . . . . . . . . . . . 291,102 332,976

Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,892 127,213
Other assets and deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,166 67,170
Intangible assets, net of amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87,238 99,163

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,001,639 $991,380

L I A B I L I T I E S A N D S H A R E H O L D E R S ’ E Q U I T Y

Current liabilities:
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,521 $ 64,945
Accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,140 53,304
Dividends payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 5,217
Long-term debt, current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87,191 67,088
Income taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,480 12,538

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,332 203,092

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356,053 407,134
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,297 102,707
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,544 63,238
Shareholders’ equity:

Common stock ($1 par value) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,455 83,465
Accumulated other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . (18,090) (11,828)
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 194,048 143,572

259,413 215,209

Total liabilities and shareholders’ equity . . . . . . . . . . . . . . . . . . . . . $1,001,639 $991,380

See accompanying Notes to Consolidated Financial Statements.
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Ethyl Corporation & Subsidiaries

Consolidated Statements of Shareholders’ Equity

Common Stock

Accumulated
Other

Comprehensive
(Loss) Income

Retained
Earnings

Total
Shareholders’

EquityShares Amounts

(in thousands except share amounts)

Balance at December 31, 1997 . . . . . . . . . . . . . . . . . . . . . . . . 83,465,460 $83,465 $ 1,705 $ 59,428 $144,598
Comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,579 70,579
Changes in:

Foreign currency translation adjustments . . . . . . . . . 2,361 2,361
Unrealized gains on marketable securities . . . . . . . . (7,003) (7,003)
Minimum pension liability . . . . . . . . . . . . . . . . . . . (2,667) (2,667)

Total comprehensive income . . . . . . . . . . . . . . 63,270

Cash dividends declared ($.25 per share) . . . . . . . . . . . . . . . . (20,866) (20,866)

Balance at December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . 83,465,460 83,465 (5,604) 109,141 187,002
Comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,297 55,297
Changes in:

Foreign currency translation adjustments . . . . . . . . . (6,779) (6,779)
Unrealized gains on marketable securities . . . . . . . . (213) (213)
Minimum pension liability . . . . . . . . . . . . . . . . . . . 2,667 2,667
Unrealized loss on derivative instruments . . . . . . . . . (1,899) (1,899)

Total comprehensive income . . . . . . . . . . . . . . 49,073

Cash dividends declared ($.25 per share) . . . . . . . . . . . . . . . . (20,866) (20,866)

Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . 83,465,460 83,465 (11,828) 143,572 215,209
Comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,997 60,997
Changes in:

Foreign currency translation adjustments . . . . . . . . . (7,449) (7,449)
Unrealized gains on marketable securities . . . . . . . . 195 195
Minimum pension liability . . . . . . . . . . . . . . . . . . . (907) (907)
Unrealized loss on derivative instruments . . . . . . . . . 1,899 1,899

Total comprehensive income . . . . . . . . . . . . . . 54,735

Retire restricted stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,810) (10) (88) (98)
Cash dividends declared ($.125 per share) . . . . . . . . . . . . . . . (10,433) (10,433)

Balance at December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . 83,454,650 $83,455 $(18,090) $194,048 $259,413

See accompanying Notes to Consolidated Financial Statements.
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Ethyl Corporation & Subsidiaries

Consolidated Statements of Cash Flows

Years Ended December 31

2000 1999 1998

(in thousands)

Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . $ 15,846 $ 8,403 $ 18,162

Cash flows from operating activities
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,997 55,297 70,579
Adjustments to reconcile income to cash flows from operating
activities:
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . 66,256 65,125 63,310
Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,989) (12,186) (5,281)
Net loss (gain) on sales and impairments of assets . . . . . . 5,234 (125) (15,682)
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . 26,951 2,084 17,202
Gain on pension contract settlements . . . . . . . . . . . . . . . . (80,923) – –
Long-term receivable – TEL marketing agreement

services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15,785) – –
Provision for retirement offer . . . . . . . . . . . . . . . . . . . . . 1,440 – 3,986

Change in assets and liabilities:
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,531) 18,280 (6,416)
TEL marketing agreements services . . . . . . . . . . . . . . . . 10,100 (5,701) (16,954)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,775 13,459 6,501
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,116 730 (2,243)
Accounts payable and accrued expenses . . . . . . . . . . . . . (10,332) (10,167) 11,877
Income taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . (942) (2,160) 3,197

Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113 3,164 (366)

Cash provided from operating activities . . . . . . . . . . 89,480 127,800 129,710

Cash flows from investing activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,828) (13,793) (22,738)
Prepayment for TEL marketing agreement services . . . . . . . . . (39,448) – –
Proceeds from sale of nonoperating assets . . . . . . . . . . . . . . . 2,635 2,650 29,852
Investment in Envera LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,682) – –
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262 (770) (1,767)

Cash (used in) provided from investing activities . . . (54,061) (11,913) 5,347

Cash flows from financing activities
Repayments of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . (66,750) (86,311) (123,750)
Net borrowings on revolving credit agreement . . . . . . . . . . . . 35,000 – –
Cash dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15,650) (20,866) (20,866)
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 605 (1,267) (200)

Cash used in financing activities . . . . . . . . . . . . . . . (46,795) (108,444) (144,816)

(Decrease) increase in cash and cash equivalents . . . . . . . . . . . . . . (11,376) 7,443 (9,759)

Cash and cash equivalents at end of year . . . . . . . . . . . . . . . . . . . . $ 4,470 $ 15,846 $ 8,403

See accompanying Notes to Consolidated Financial Statements.
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Ethyl Corporation & Subsidiaries

Notes to Consolidated Financial Statements
(tabular amounts in thousands, except share and per-share amounts)

1. Summary of Significant Accounting Policies

Consolidation—Our consolidated financial statements include the accounts of Ethyl Corporation and
subsidiaries (Ethyl). All significant intercompany transactions are eliminated upon consolidation.

Foreign Currency Translation—We translate the balance sheets of our foreign subsidiaries into
U.S. dollars based on the current exchange rate at the end of each period. We translate the statements of
income using the average exchange rate for the year. Ethyl includes translation adjustments in the balance sheet
as part of accumulated other comprehensive loss and transaction adjustments in net income.

Revenue Recognition—Our policy is to recognize revenue from the sale of products when title and risk
of loss have transferred to the buyer. During 1999, the SEC issued Staff Accounting Bulletin (SAB) No. 101,
‘‘Revenue Recognition in Financial Statements.’’ This SAB, which became effective in 2000, provides
guidance on the recognition, presentation, and disclosure of revenue in the financial statements. During 2000
we fully adopted the requirements of SAB 101. The financial impact on a quarterly and annual basis was
immaterial.

Inventories—Ethyl values inventories at the lower of cost or market, with cost primarily determined on
the last-in, first-out (LIFO) basis. For remaining inventories, we use weighted-average cost. Inventory cost
includes raw materials, direct labor, and manufacturing overhead.

Property, Plant, and Equipment—We state property, plant, and equipment at cost and compute
depreciation primarily by the straight-line method based on the estimated useful lives of the assets. Ethyl
capitalizes expenditures for significant improvements. We expense repairs and maintenance as incurred. When
property is sold or retired, we remove the cost and accumulated depreciation from the accounts and any related
gain or loss is included in income.

Our policy on capital leases is to record the asset at the lower of fair value at lease inception or the present
value of the total minimum lease payments. We compute amortization by the straight-line method based on the
estimated economic life of the asset.

Impairment of Long-Lived Assets—When significant events or circumstances occur that might impair
the value of long-lived assets, we evaluate recoverability of the recorded cost of these assets. If we determine
an asset is impaired and its recorded cost is higher than fair market value based on discounted cash flows, we
adjust the asset to fair market value.

Environmental Costs—Ethyl capitalizes environmental compliance costs if they extend the useful life of
the related property or prevent future contamination. Environmental compliance costs also include maintenance
and operation of pollution prevention and control facilities. We expense these costs as incurred.

Accrued environmental remediation and monitoring costs relate to an existing condition caused by past
operations. Ethyl accrues these costs when it is probable that we have incurred a liability and the amount can
be reasonably estimated.

We generally record environmental liabilities on an undiscounted basis. When we can reliably determine
the amount and timing of future cash flows, we discount these liabilities, net of inflation.

Amounts accrued exclude claims for recoveries from insurance companies. Ethyl records these claims
separately. We expense environmental remediation costs in current operations.
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Intangible Assets—Intangible assets include identifiable intangibles and goodwill. Identifiable intangibles
include the cost of acquired favorable contracts, patents, and formulas. We assign a value to identifiable
intangibles based on independent appraisals and internal estimates. Goodwill arises from the excess of cost over
net assets of businesses acquired. Goodwill represents the residual purchase price after allocation to all
identifiable net assets. Ethyl amortizes intangibles using the straight-line method over the estimated economic
life of the intangible.

Employee Savings Plan—Most of our full-time salaried and hourly employees may participate in defined
contribution savings plans. Employees who are covered by collective bargaining agreements may also
participate in a savings plan according to the terms of their bargaining agreements. Employees, as well as
Ethyl, contribute to the plans. We spent $3 million in each of 2000, 1999, and 1998 related to these plans.

Research, Development, and Testing Expenses—Ethyl expenses as incurred all research, development,
and testing costs. Based on the technical accounting definition, research and development expenses were $40
million in 2000, $41 million in 1999, and $40 million in 1998.

Income Taxes—We recognize deferred income taxes for temporary differences between the financial
reporting basis and the income tax basis of assets and liabilities. We also adjust for changes in tax rates and
laws at the time the changes are enacted.

Derivative Financial Instruments—We have used derivative financial instruments to manage the risk of
foreign currency exchange. Ethyl does not enter into derivative financial instruments for trading or speculative
purposes. When using hedge accounting for derivative instruments, we record realized gains and losses in
current income, and unrealized gains and losses in accumulated other comprehensive loss.

Earnings Per Share—Basic earnings per share reflect reported earnings divided by the weighted-average
number of common shares outstanding. Diluted earnings per share include the effect of dilutive stock options
outstanding during the year.

Stock-Based Compensation—We account for the stock-based compensation plan using the intrinsic-value
method. Under this method, we do not record compensation cost unless the quoted market price of the stock at
grant date or other measurement date exceeds the amount the employee must pay to exercise the stock option.

Segment Reporting—Ethyl operates and manages separately two distinct strategic business segments,
petroleum additives and tetraethyl lead (TEL).

Investments—We classify marketable securities as ‘‘available for sale’’ and record them at fair value with
the unrealized gains, net of tax, included as a component of shareholders’ equity in accumulated other
comprehensive loss. The fair value is determined based on quoted market prices.

We use the equity method of accounting for investments in which we have ownership or partnership
equity of 20 to 50% or have the ability to exert significant influence.

Estimates—The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

Reclassifications—We reclassified some amounts in the consolidated financial statements and the related
notes to conform to the current presentation.
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2. TEL Marketing Agreements Services

On October 1, 1998, Ethyl entered agreements with The Associated Octel Company Limited (Octel) to
market and sell TEL in all world areas except for North America and the European Economic Area. Sales made
under the agreements are in the name of Octel. We provide bulk distribution, marketing, and other services
related to sales made under these agreements. Octel produces the TEL marketed under this arrangement and
also provides marketing and other services.

Ethyl’s Swiss subsidiaries entered marketing agreements, which were effective January 1, 2000, with
Alcor Chemie AG and Alcor Chemie Vertriebs AG (Alcor), to market and sell TEL outside North America and
the European Economic Area. Octel purchased Alcor in the fall of 1999. These agreements are similar to the
marketing agreements we currently have in place with Octel. On April 19, 2000, we made a payment of $39
million to Alcor as a prepayment for services provided under the terms of the marketing agreements. These
payments were funded under our loan agreements and are being amortized over a period of 10 years using a
declining balance method. The amortization expense amounted to $7 million in 2000.

Under these agreements, net proceeds for services are distributed to both Ethyl and Octel, of which we
receive approximately one-third. As part of the arrangements, Octel will purchase most of Ethyl’s remaining
TEL inventory and use this inventory for sales under the agreements. Sales of inventory to Octel are included
in our net sales and cost of sales in the Consolidated Statements of Income.

Summary financial information related to this alliance is presented below:

Twelve
Months
Ended

December 31,
2000

Twelve
Months
Ended

December 31,
1999

Three
Months
Ended

December 31,
1998

Territory sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . $303,497 $341,100 $92,070
Contractual cost of sales . . . . . . . . . . . . . . . . . . . . . 142,695 155,985 40,720

160,802 185,115 51,350
Selling, general, and administrative expenses . . . . . . 26,427 20,589 6,605

Net proceeds for services . . . . . . . . . . . . . . . . . . . . $134,375 $164,526 $44,745

Assets under this alliance consisted of a receivable due from Octel of $82 million at year-end 2000 and
$109 million at year-end 1999.

Liabilities under this alliance included amounts due to Octel of $68 million at year-end 2000 and $86
million at year-end 1999. Amounts due to Ethyl were $12 million at year-end 2000 and $23 million at year-end
1999. These liabilities include undistributed proceeds of $44 million for Octel and $12 million for Ethyl at
year-end 2000 and $66 million for Octel and $22 million for Ethyl at year-end 1999.

We record our net proceeds for services in the Consolidated Statements of Income under ‘‘TEL marketing
agreements services.’’ Under these agreements, we provided bulk distribution, marketing, and other services
amounting to $7 million in 2000, $9 million in 1999, and $2 million in 1998. We received cash proceeds from
these agreements of $53 million in 2000 and $47 million in 1999.
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3. Supplemental Cash Flow Information

Years Ended December 31

2000 1999 1998

Cash paid during the year for
Interest and financing expenses (net of capitalization) . . . $36,473 $33,678 $38,733
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,797 6,834 15,487

Supplemental investing and financing noncash transactions
Leased asset addition and related obligation . . . . . . . . . . . 1,143 1,600 4,676
Increase in intangible assets related to a portion of the
note payable to Texaco (including deferred interest cost
of $5,347 in 1998) . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 43,276

Recognition of contingent note payable to Texaco . . . . . . – – 37,929

4. Cash and Cash Equivalents

December 31

2000 1999

Cash and time deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,649 $14,763
Short-term securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 821 1,083

$4,470 $15,846

Our short-term securities are generally commercial paper maturing in less than 90 days. We state these
securities at cost plus accrued income, which approximates market value.

We also have restricted cash of $1 million from the demutualization of MetLife, Inc. in 2000. This cash
must be used to offset the employee portion of health benefit costs and therefore is not included above.

5. Accounts Receivable

December 31

2000 1999

Trade receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $109,152 $122,391
Income tax receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,807 6,760
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,450 5,115
Allowance for doubtful accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (908) (975)

$137,501 $133,291

6. Inventories

December 31

2000 1999

Finished goods and work-in-process . . . . . . . . . . . . . . . . . . . . . . . . . . . . $104,584 $145,557
Raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,562 21,094
Stores, supplies, and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,540 8,141

$129,686 $174,792
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Our inventories stated on the LIFO basis amounted to $95 million at year-end 2000 which was below
replacement cost by approximately $19 million. At year-end 1999, LIFO basis inventories were $131 million,
about $12 million below replacement cost. During 2000 and 1999, TEL inventory quantities were reduced
resulting in a liquidation of LIFO layers. The effect of these liquidations increased net income by $1 million in
2000 and $500 thousand in 1999.

7. Property, Plant, and Equipment, at Cost

December 31

2000 1999

Land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43,594 $ 44,268
Land improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,116 30,510
Buildings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95,835 96,889
Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573,594 575,054
Capitalized interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,273 19,249
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,263 3,337

$767,675 $769,307

We depreciate the cost of property, plant, and equipment primarily by the straight-line method, over the
following useful lives:

Land improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-30 years
Buildings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10-40 years
Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-25 years

Interest capitalized was $100 thousand in both 2000 and 1999 and $200 thousand in 1998. Amortization of
capitalized interest, which is included in depreciation expense, was $2 million in each of 2000, 1999, and 1998.

8. Intangible Assets, Net of Amortization

December 31

2000 1999

Identifiable intangibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $79,190 $91,767
Minimum pension liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,697 1,616
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,351 5,780

$87,238 $99,163

We amortize the cost of intangible assets by the straight-line method, over the following economic lives:

Identifiable intangibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-20 years
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 years

Goodwill of $2 million acquired prior to November 1, 1970 and the minimum pension liability are not
amortized. Accumulated amortization was $56 million at year-end 2000 and $42 million at year-end 1999. The
amortization expense amounted to $14 million in each of 2000 and 1999 and $12 million in 1998.
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9. Accrued Expenses

December 31

2000 1999

Customer rebates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,845 $ 5,135
Employee benefits, payroll, and related taxes . . . . . . . . . . . . . . . . . . . . . 10,601 13,149
Environmental remediation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,870 3,122
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,824 31,898

$ 49,140 $ 53,304

10. Long-Term Debt

December 31

2000 1999

Revolving credit agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $250,000 $215,000
Term loan agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180,000 240,000
Medium-term notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,750 13,500
Capital lease obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,526 5,823

443,276 474,323
Unamortized discount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (32) (101)

443,244 474,222
Current maturities, net of unamortized discount . . . . . . . . . . . . . . . . . . . (87,191) (67,088)

$356,053 $407,134

In 1997, Ethyl entered into an unsecured Amended and Restated Competitive Advance, Revolving Credit
Facility and Term Loan Agreement under which we were originally able to borrow up to $750 million.

Under the revolving credit agreement portion of this facility, we could initially borrow up to $450 million
at variable interest rates and terms. During 2000, we permanently reduced the amount of the commitment to
$400 million. We pay an annual fee of 0.175% on the commitment amount. The outstanding balance matures
on August 28, 2002.

The term loan portion of this credit agreement, which originally amounted to $300 million, also has
variable interest rates. We are repaying this loan in installments with the final payment due on August 28,
2002.

The revolving credit agreement and term loan are with a group of banks. The average interest rate on these
bank loans was 7.0% in 2000 and 5.8% in 1999. These agreements contain covenants, representations, and
events of default typical of a credit agreement of this nature. We were in compliance with these provisions at
December 31, 2000 and December 31, 1999. Financial covenants related to consolidated debt include:

• A maximum consolidated leverage ratio

• A minimum consolidated fixed charge coverage ratio

• A minimum consolidated net worth

We have a medium-term note of $6.75 million. This note is due on December 15, 2001 and has an interest
rate of 8.86%.

We recorded the capital lease obligations at the fair market value of the related asset at the inception of
the lease. Capital lease obligations are approximately $900 thousand each year for the next ten years. The
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future minimum lease payments in excess of the capital lease obligation are included in the noncancelable
future lease payments discussed in Note 14.

The annual maturities of long-term debt, excluding capital lease obligations, are:

• 2001 . . . . . . . . . . . . . . . . . . . . . . . . . $87 million

• 2002 . . . . . . . . . . . . . . . . . . . . . . . . . $350 million

We completed new Amended and Restated Senior Secured Credit Facilities amounting to $540 million
with our lenders in early April. The interest rate under this agreement is higher than our previous agreement.
The new agreement is collateralized. The new agreement is discussed further in Note 23 and a copy is included
as Exhibit 4.1 to this filing.

11. Other Noncurrent Liabilities

December 31

2000 1999

Employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,630 $ 54,743
Environmental remediation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,825 35,020
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,842 12,944

$99,297 $102,707

12. Stock Options

Officers and other key employees may be granted incentive stock options, as well as nonqualifying stock
options, to purchase a specified number of shares of common stock. We issue these options with an exercise
price of fair market value on the date of grant and for a maximum term of ten years. Some currently granted
options become exercisable when the market price of our common stock reaches specified levels or when our
earnings meet designated objectives. The remaining options were exercisable one year after the grant date. We
may also grant a stock appreciation right (SAR) along with an option. We generally grant SARs for the same
number of shares as the related options.

The maximum number of shares issuable under the incentive stock option plan is 11.9 million, with an
annual limit of 200 thousand shares per individual.

A summary of Ethyl’s stock option plan is presented below in whole shares:

2000 1999 1998

Shares

Weighted
Average
Exercise

Price Shares

Weighted
Average
Exercise

Price Shares

Weighted
Average
Exercise

Price

Outstanding at January 1 . . . . . . . . . 2,640,596 $11.80 2,893,767 $11.85 3,175,133 $11.88
Lapsed . . . . . . . . . . . . . . . . . . . . . . . (271,774) 9.80 (253,171) 12.45 (281,366) 12.13

Outstanding at December 31 . . . . . . . 2,368,822 $12.03 2,640,596 $11.80 2,893,767 $11.85

Exercisable at December 31 . . . . . . . 540,022 579,796 644,167

Available for grant at December 31 . . 7,061,032 6,789,258 6,536,087
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We granted no options in 2000, 1999, or 1998. The options granted in 1997 lapsed during 2000. Based on
the following assumptions, the stock options granted in 1996 had an estimated average value of $1.63 per share
at the grant date. We estimated the fair value of the options granted in 1996 using an option pricing model
similar to Black-Scholes. We used the following assumptions in valuing the options granted:

1996

Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.6%
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.4%
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3%
Expected life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 years

We continue to use the intrinsic value method to account for our stock option plan. Accordingly, we have
recognized no compensation cost. However, had we accounted for the plan using the fair value method, our net
income would have been reduced $91 thousand in 2000 and $175 thousand in 1999 and 1998. In addition,
basic and diluted earnings per share would have been unchanged in 2000 and 1999, and $.84 in 1998.

The following table summarizes information in whole shares about the stock options outstanding or
exercisable at December 31, 2000:

Range of Exercise
Prices

Options Outstanding Options Exercisable

Shares

Weighted Average

Shares

Weighted
Average
Exercise

Price

Remaining
Contractual

Life
Exercise

Price

$8.88 280,000 5.9 years $ 8.88 – $ –
11.54 123,142 1.0 11.54 123,142 11.54
12.50 to 12.83 1,965,680 3.2 12.50 416,880 12.52

$8.88 to 12.83 2,368,822 3.4 $12.03 540,022 $12.30

13. Gains and Losses on Foreign Currency

Foreign currency transaction adjustments resulted in a net loss of $3 million in 2000 and net gains of $2
million in 1999 and $4 million in 1998.

14. Contractual Commitments and Contingencies

Contractual Commitments—Ethyl has operating lease agreements primarily for office space,
transportation equipment, and storage facilities. Rental expense was $20 million each in 2000 and 1999, and
$19 million in 1998.

Future lease payments for all noncancelable operating leases, as well as the future minimum lease
payments in excess of the capital lease obligation as of December 31, 2000 are:

• 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . $15 million

• 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . $11 million

• 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7 million

• 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4 million

• 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3 million

• After 2005 . . . . . . . . . . . . . . . . . . . . . $ 5 million

We are committed to invest another $1 million in Envera. The investment will be made in the first quarter
2001. In addition, we have contractual obligations for the construction of assets, as well as purchases of
property and equipment of $2 million.
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At several adjacent operating sites, Ethyl and Albemarle Corporation (Albemarle) have agreements to
coordinate certain facilities and services, including the production of manganese-based compounds. Albemarle
billed us approximately $28 million in 2000, $29 million in 1999, and $31 million in 1998 in connection with
these agreements. In addition, the two companies have agreements that determine when Albemarle reimburses
Ethyl for tax liabilities.

Under the TEL Marketing Agreements, we are required to provide approximately one-third of the product
or equivalent value for sales to customers in the territory. Our inventories fell below the requirement at year-
end 2000 due to the planned sale of inventory to Octel, per the agreements. The requirement at year-end 2000
is approximately $16 million. This requirement is provided through the receivable from Octel for inventory
sales, as well as the amount of TEL inventory which we expect to sell to Octel. The amounts due from Octel
will continue to increase as the remaining inventory is sold to them. The receivable will be paid to Ethyl as the
requirement decreases and will be paid in full at the end of the agreement. These amounts have been recorded
in ‘‘Other assets and deferred charges.’’

Litigation—Ethyl Corporation was served as a defendant in two cases filed in the Circuit Court for
Baltimore City, Maryland on September 22, 1999. Both cases claim damages attributable to lead. The cases
were Cofield et al. v. Lead Industries Association, Inc., et al. and Smith et al. v. Lead Industries Association,
Inc., et al. Cofield is no longer a named plaintiff in the first case and the case is identified as Young. Young
seeks recovery for alleged property damage from lead paint, which Ethyl never produced or distributed. Smith
is for alleged personal injuries for six children from lead exposure due to lead paint and dust from tailpipe
emissions due to leaded gasoline. Ethyl has strong defenses and will defend these cases vigorously.

Ethyl is involved in other legal proceedings that are incidental to our business. We are not a party to any
such litigation proceedings that are expected to have a materially adverse effect on our results of operations or
financial condition.

Environmental—During 2000, the Environmental Protection Agency (EPA) named Ethyl as a potentially
responsible party (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, Ethyl has agreed to participate with other PRPs in a site investigation and feasibility study. We
are responsible for 6.47% of the study cost and have accrued for the estimated expenses. Because of the early
stage, we cannot make a reasonable estimate of the total cost of the investigation, remediation, or Ethyl’s share
of responsibilities related to the site clean-up. As additional facts become known, we will accrue and pay our
proportionate share of remediation costs, if any.

At our largest United States environmental site, we have substantially completed remediation and will be
monitoring the site for an extended period. The accrual for this site was $8 million at year-end 2000 and year-
end 1999. We based these amounts on the best estimate of future costs discounted at approximately 4%, net of
inflation. The remaining environmental liabilities are not discounted.

We accrue for environmental remediation and monitoring activities for which costs can be reasonably
estimated. These estimates are based on an assessment of the site, available clean-up methods, and prior
experience in handling remediation. While we are currently fully accrued for known environmental issues, it is
possible that unexpected future costs could have a significant impact.

At December 31, our accruals for environmental liabilities were $28 million in 2000 and $38 million in
1999. We expect to receive insurance reimbursements for a portion of these amounts. When significant events
or circumstances occur that might impair the value of this nonoperating receivable, we evaluate recoverability
of the recorded amounts. If we determine an asset is impaired, we adjust the asset to net realizable value.

Ethyl spent $12.4 million in 2000 for environmental operating and clean-up costs, excluding depreciation
of previously capitalized expenditures. We spent $14 million in 1999 and $17 million in 1998. Of these
amounts, the ongoing costs of operations were $11.7 million in 2000, $13 million in 1999, and $15 million in
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1998. The balance represents clean-up, or remediation and monitoring costs. On capital expenditures for
pollution prevention and safety projects, we spent $3 million in both 2000 and 1999, and $7 million in 1998.

15. Pension Plans and Other Post-Retirement Benefits

U.S. Retirement Plans—Ethyl sponsors pension plans for most U.S. employees that offer a benefit based
primarily on years of service and compensation. Employees do not contribute to these pension plans. Plan
assets are held and distributed by trusts and consist principally of common stock, U.S. government and
corporate obligations, and group annuity contracts.

In addition, we offer unfunded, nonqualified supplemental pension plans. These plans restore a part of the
pension benefits from our regular pension plans that would have been payable to designated participants if it
were not for limitations imposed by income tax regulations.

We also provide post-retirement health care benefits and life insurance to eligible retired employees. Ethyl
and retirees share in the cost of post-retirement health care benefits. Ethyl pays the insurance contract that holds
plan assets for retiree life insurance benefits.

During 2000, we settled some of the liabilities of the U.S. salaried plan for certain groups of former
employees. The groups included both retired employees, as well as terminated vested plan participants. No
retiree benefits changed due to the settlements. Because of the settlements, both the benefit obligation and the
fair value of plan assets have been reduced. The settlements also resulted in the recognition of a noncash gain
of $81 million. The gain is reported in ‘‘Special items income, net’’ on the Consolidated Statements of Income.

Pension income and post-retirement benefit cost are shown below:

Years Ended December 31

Pension Benefits Post-Retirement Benefits

2000 1999 1998 2000 1999 1998

Service cost . . . . . . . . . . . . . . . . . . . . . $ 4,096 $ 4,412 $ 4,275 $ 952 $ 1,056 $ 1,014
Interest cost . . . . . . . . . . . . . . . . . . . . . 12,713 21,917 22,249 3,974 3,779 3,653
Expected return on plan assets . . . . . . . (31,089) (39,747) (36,380) (1,856) (1,829) (1,791)
Amortization of prior service cost . . . . . 2,542 2,541 2,648 (34) (29) (29)
Amortization of transition asset . . . . . . (2,049) (4,264) (4,277) – – –
Amortization of net loss . . . . . . . . . . . . 321 386 425 – – –
Special termination benefits . . . . . . . . . 1,703 161 3,592 49 85 461
Settlements . . . . . . . . . . . . . . . . . . . . . (80,923) – – – – –

Net periodic benefit (income) cost . . . . $(92,686) $(14,594) $ (7,468) $ 3,085 $ 3,062 $ 3,308

The special termination benefits in 2000 are related to retirement charges for several individuals. The
special termination benefits in 1998 are associated with the enhanced retirement offer made that year.
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Changes in the plans’ benefit obligations and assets, as well as a reconciliation of the funded status,
follow.

Years Ended December 31

Pension Benefits Post-Retirement Benefits

2000 1999 2000 1999

Change in benefit obligation
Benefit obligation at beginning of year . . . . . . . . . . . $ 311,102 $ 329,973 $ 53,787 $ 54,954
Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,096 4,412 952 1,056
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,713 21,917 3,974 3,779
Plan amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,703 161 (16) 85
Actuarial net loss/(gain) . . . . . . . . . . . . . . . . . . . . . . 17,785 (16,216) 138 (2,584)
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,115) (29,145) (3,032) (3,503)
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (234,123) – – –

Benefit obligation at end of year . . . . . . . . . . . . $ 103,161 $ 311,102 $ 55,803 $ 53,787

Change in plan assets
Fair value of plan assets at beginning of year . . . . . . . $ 546,382 $ 517,669 $ 27,593 $ 27,132
Actual return on plan assets . . . . . . . . . . . . . . . . . . . (34,257) 56,080 3,918 2,110
Employer contribution . . . . . . . . . . . . . . . . . . . . . . . 2,603 1,778 1,459 1,854
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,115) (29,145) (3,032) (3,503)
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (234,123) – – –

Fair value of plan assets at end of year . . . . . . . . $ 270,490 $ 546,382 $ 29,938 $ 27,593

Reconciliation of funded status
Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 167,329 $ 235,280 $(25,865) $(26,194)
Unrecognized net actuarial loss/(gain) . . . . . . . . . . . . 24,755 (132,513) (6,677) (4,751)
Unrecognized transition asset . . . . . . . . . . . . . . . . . . (976) (9,489) – –
Unrecognized prior service cost . . . . . . . . . . . . . . . . . 11,198 14,169 (251) (221)

Prepaid (accrued) benefit cost . . . . . . . . . . . . . . $ 202,306 $ 107,447 $(32,793) $(31,166)

Amounts recognized in the consolidated balance sheet
Prepaid benefit cost . . . . . . . . . . . . . . . . . . . . . . . . . $ 222,488 $ 125,145 $ – $ –
Accrued benefit cost . . . . . . . . . . . . . . . . . . . . . . . . . (23,402) (17,698) (32,793) (31,166)
Intangible asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,796 – – –
Accumulated other comprehensive income . . . . . . . . . 1,424 – – –

Net amount recognized . . . . . . . . . . . . . . . . . . . $ 202,306 $ 107,447 $(32,793) $(31,166)

The accumulated benefit obligation was in excess of plan assets for our nonqualified plans at year-end
2000 and 1999. At December 31, 2000, as well as December 31, 1999, both the projected benefit obligation
and the accumulated benefit obligation of these plans were $22 million.

While there were no assets held in the nonqualified plans by the trustee, we maintain a rabbi trust for the
retired beneficiaries of the nonqualified plans. Ethyl generally has invested an amount equivalent to the
accumulated benefit obligation for these retirees. At December 31, assets in the rabbi trust were valued at $16
million in 2000 and $18 million in 1999. The assets of the rabbi trust are not included in the table above.
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We used the following assumptions to calculate the results of our retirement plans:

December 31

Pension Benefits Post-Retirement Benefits

2000 1999 1998 2000 1999 1998

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.5% 7.5% 7% 7.5% 7.5% 7%
Rate of projected compensation increase . . . . . . . . . . . . . 4.5% 4.5% 4.5% 4.5% 4.5% 4.5%
Expected long-term rate of return on plan assets . . . . . . . . 9% 9% 9% 7% 7% 7%

For 2001, the assumption for the health care cost trend rate is 7% and will remain at that level. The trend
rate for managed care costs is 6% where it will remain.

A one percent change in the assumed health care cost trend rate would have the following effects:

1%
Increase

1%
Decrease

Effect on accumulated postretirement benefit obligation as of
December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,757 $(3,967)

Effect on net periodic postretirement benefit cost in 2000 . . . . . . . . . . . . . . . $ 560 $ (448)

Foreign Pension Plans—For most employees of our foreign subsidiaries, Ethyl has pension plans that
offer benefits based primarily on years of service and compensation. Ethyl generally contributes to investment
trusts and insurance policies to provide for these plans. Pension cost for these plans was $2 million in 2000, $3
million in 1999, and $2 million in 1998. At December 31, the actuarial present value of accumulated benefits
was $37 million in 2000 and $34 million in 1999, substantially all of which was vested. Net assets available for
pension benefits at December 31, were $35 million in 2000 and $34 million in 1999.

Because the accumulated benefit obligation exceeded plan assets for two foreign plans, Ethyl recognized a
minimum pension liability. At December 31, we had liabilities of $2 million in both 2000 and 1999.

Consolidated—The net pension income for U.S. and foreign plans was $91 million in 2000, $12 million
in 1999, and $5 million in 1998. The year 2000 includes income of $81 million from the pension contract
settlements.

Other Information—In September 2000, Ethyl announced that we would terminate an overfunded
U.S. salaried pension plan at December 31, 2000. We will use about 25% of the surplus to fully fund a new
plan for U.S. salaried employees. The provisions and benefit formula of the new plan will be similar to the
terminated plan. The remaining surplus will be subject to the usual corporate taxes, as well as a 20% excise
tax. After funding the new plan and paying taxes, the remaining proceeds will be used for debt repayment. The
final amount will depend on market values. While we expect to conclude the plan termination by the third
quarter 2001, the process is subject to regulatory approval.
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16. Other (Expense) Income, Net

Other (expense) income, net in 2000 included a $3 million charge for our percentage share of the loss of
Envera LLC (Envera). Envera is a newly formed, global electronic marketplace for business-to-business
transactions and services. Ethyl has an equity investment in Envera. Additionally, other (expense) income, net
included a $2 million gain on the sale of a nonoperating asset.

In 1999, other (expense) income, net totaled $600 thousand income.

In 1998, other (expense) income, net included a $15 million net gain on the sale of nonoperating assets,
comprised primarily of realized gains on marketable securities, and $8 million of interest income related to the
settlement of a federal income tax audit. The sales of nonoperating assets generated cash of $24 million, of
which $7 million related to a transaction in the previous year.

17. Income Taxes

Our income before taxes, as well as the provision for taxes follow:

Years Ended December 31

2000 1999 1998

Income before income taxes
Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $64,583 $58,778 $ 80,502
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,512 22,344 25,859

$90,095 $81,122 $106,361

Current income taxes
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (7,672) $12,719 $ 8,328
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (682) 414 1,866
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,501 10,608 8,386

2,147 23,741 18,580

Deferred income taxes
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,911 6,016 14,848
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 669 (124) 1,440
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (629) (3,808) 914

26,951 2,084 17,202

$29,098 $25,825 $ 35,782
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Our deferred income tax assets and liabilities follow:

December 31

2000 1999

Deferred income tax assets
Environmental and future shutdown reserves . . . . . . . . . . . . . . . . . . . $ 12,407 $14,479
Foreign currency translation adjustments . . . . . . . . . . . . . . . . . . . . . 9,517 5,378
Future employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,492 4,299
Undistributed earnings of foreign subsidiaries . . . . . . . . . . . . . . . . . . 3,411 4,193
Inventory capitalization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,513 1,654
Intercompany profit in inventories . . . . . . . . . . . . . . . . . . . . . . . . . . 521 3,779
Unrealized loss on derivative instruments . . . . . . . . . . . . . . . . . . . . . – 1,082
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,742 6,401

40,603 41,265

Deferred income tax liabilities
Future employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,561 28,037
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,299 43,665
Intangibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,177 15,195
Unrealized gain on marketable securities . . . . . . . . . . . . . . . . . . . . . 1,708 1,486
Capitalization of interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,432 1,866
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,617 1,679

114,794 91,928

Net deferred income tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 74,191 $50,663

Reconciliation to financial statements
Deferred income tax assets—current . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,353 $12,575
Deferred income tax liabilities—noncurrent . . . . . . . . . . . . . . . . . . . 82,544 63,238

Net deferred income tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 74,191 $50,663

The reconciliation of the U.S. federal statutory rate to the effective income tax rate follows:

% of Income Before
Income Taxes

2000 1999 1998

Federal statutory rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.0% 35.0%
State taxes, net of federal tax benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.2 1.7 2.3
Foreign sales corporation benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.7) (0.8) (0.4)
Research tax credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.5) (0.6) (0.7)
Favorable tax settlements and adjustments . . . . . . . . . . . . . . . . . . . . . . . (4.5) (3.9) (2.8)
Other items, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.8 0.4 0.2

Effective income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32.3% 31.8% 33.6%

Based on available foreign tax credits and current U.S. income tax rates, no additional U.S. taxes would be
incurred if a foreign subsidiary returned its earnings in cash to Ethyl.
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18. Financial Instruments

Fair Value—We determine the fair value of our outstanding financial instruments as follows:

Cash and Cash Equivalents—The carrying value approximates fair value.

Restricted Cash—The carrying value approximates fair value.

Investments in Marketable Securities—We classify these investments as ‘‘available for sale’’ and
record them at fair value with the unrealized gains, net of tax, included as a component of shareholders’
equity in accumulated other comprehensive loss. See Notes 17 and 19.

Long-Term Debt—Ethyl estimates the fair value of our long-term debt based on current rates
available to us for debt of the same remaining duration.

Foreign Currency Forward Contracts—We adopted SFAS 133, ‘‘Accounting for Derivative
Instruments and Hedging Activities’’ effective January 1, 1999. Accordingly, we record the foreign
currency forward contracts at fair value in our consolidated balance sheet. The fair value is based on the
forward rates as published by First Chicago Bank. We include the unrealized gains and losses, net of tax,
as a component of shareholders’ equity in accumulated other comprehensive loss.

The estimated fair values of our financial instruments are:

2000 1999

Carrying
Amount Fair Value

Carrying
Amount Fair Value

Cash and cash equivalents . . . . . . . . . . . $ 4,470 $ 4,470 $ 15,846 $ 15,846
Restricted cash . . . . . . . . . . . . . . . . . . . . $ 1,262 $ 1,262 $ – $ –
Investments in marketable securities . . . . $ 25,621 $ 25,621 $ 20,078 $ 20,078
Long-term debt including
current maturities . . . . . . . . . . . . . . . . $(443,244) $(460,267) $(474,222) $(474,205)

Foreign currency forward contracts . . . . . $ – $ – $ (2,981) $ (2,981)

Derivatives—As part of our strategy to minimize the risk of foreign currency exposure, Ethyl sometimes
uses foreign currency forward contracts to hedge the risk on forecasted intercompany sales transactions
denominated in Japanese Yen.

Ethyl used derivative instruments with maturity dates throughout the year to hedge the foreign currency
exposure of approximately $24 million of Japanese Yen denominated intercompany sales in 2000 and
$22 million in 1999. These cash flow hedges were highly effective since a foreign currency rate change on the
forward contract is offset by a corresponding change in the value of the hedged Yen intercompany sale.

At December 31, 2000, Ethyl had no foreign currency forward contracts outstanding. At year-end 1999,
we had foreign currency forward contracts for the sale of $24 million of Japanese Yen. We recorded unrealized
losses of $2 million, net of tax, in accumulated other comprehensive loss on these forward contracts in 1999.

Ethyl recognized a $1 million loss on the contracts in 2000 and $500 thousand in 1999. A corresponding
increase in the U.S. dollar value of the Japanese Yen intercompany sales offset the losses in both years. Ethyl
includes foreign currency transaction gains and losses in cost of sales.
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19. Accumulated Other Comprehensive (Loss) Income

The pre-tax, tax, and after-tax effects related to the adjustments in accumulated other comprehensive (loss)
income follow:

Foreign
Currency

Translation
Adjustments

Unrealized
Gain on

Marketable
Securities

Adjustments

Minimum
Pension
Liability

Adjustments

Unrealized
Loss on

Derivative
Instruments

Accumulated
Other

Comprehensive
(Loss) Income

December 31, 1997 . . . . . . . . . . . . . . . . . $ (8,119) $ 9,824 $ – $ – $ 1,705

Adjustments . . . . . . . . . . . . . . . . . . . . . . . 3,780 3,899 (3,865) –
Reclassification adjustment for the gain
included in net income resulting from the
sale of securities . . . . . . . . . . . . . . . . . . – (14,891) – –

Tax (expense) benefit . . . . . . . . . . . . . . . . (1,419) 3,989 1,198 –

Other comprehensive income (loss) . . . . . . 2,361 (7,003) (2,667) – (7,309)

December 31, 1998 . . . . . . . . . . . . . . . . . $ (5,758) $ 2,821 $(2,667) $ – $ (5,604)

Adjustments . . . . . . . . . . . . . . . . . . . . . . . (10,719) (334) 3,865 (3,488)
Reclassification adjustment for the loss
included in net income resulting from the
maturity of contracts . . . . . . . . . . . . . . . – – – 507

Tax benefit (expense) . . . . . . . . . . . . . . . . 3,940 121 (1,198) 1,082

Other comprehensive (loss) income . . . . . . (6,779) (213) 2,667 (1,899) (6,224)

December 31, 1999 . . . . . . . . . . . . . . . . . $(12,537) $ 2,608 $ – $(1,899) $(11,828)

Adjustments . . . . . . . . . . . . . . . . . . . . . . . (11,676) 2,706 (1,424) 2,161
Reclassification adjustment for the gain
included in net income resulting from the
sale of securities . . . . . . . . . . . . . . . . . . – (2,290) – –

Reclassification adjustment for the loss
included in net income resulting from the
maturity of contracts . . . . . . . . . . . . . . . – – – 820

Tax benefit (expense) . . . . . . . . . . . . . . . . 4,227 (221) 517 (1,082)

Other comprehensive (loss) income . . . . . . (7,449) 195 (907) 1,899 (6,262)

December 31, 2000 . . . . . . . . . . . . . . . . . $(19,986) $ 2,803 $ (907) $ – $(18,090)

20. Special Items Income, Net

In 2000, special items consisted of $81 million income, or $51 million after taxes ($.62 per share), related
to settlements of certain pension contracts resulting in the recognition of noncash gains. Additionally, special
items included $4 million income, or $3 million after taxes ($.03 per share), related to the demutualization of
MetLife, Inc. These income items were partly offset by an $8 million charge, or $5 million after taxes ($.06 per
share) related to the write-off of plant assets and a $1.4 million special retirement charge, or $900 thousand
after taxes ($.01 per share).

The pension income in 2000 related to elections that were made regarding certain contracts in our U.S.
salaried pension plan. These elections resulted in the settlement of liabilities for certain pension contracts and
the recognition of significant gains related to our pension assets. The settlement gains have no cash effect on
Ethyl, nor will any retiree benefits change.
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The charge of $8 million in 2000 was for the write-off of the production assets of a previously idled
petroleum additives facility in Orangeburg, South Carolina. There were no employee or other incremental costs
included in this charge. As part of our ongoing cost improvement process, we reviewed a third party supply
contract for product, as well as our manufacturing facilities. We concluded that the market for product
previously produced at this facility had not grown as anticipated, and excess supply and production facilities
were in place. Further, there are no specific market changes expected to impact these conditions. As a result of
this review, we cancelled the original supply contract, restructured, and entered a new, more limited supply
agreement. There were no one-time charges related to the contract change. We also decided to permanently idle
this manufacturing facility and wrote off the book value of these assets.

In 1999, special item income consisted of $7 million, or $4 million after taxes ($.05 per share), from a
supply contract amendment.

In 1998, special items consisted of a benefit due to the MMT settlement with the Canadian government of
$9 million, net of related expenses, or $6 million after taxes ($.07 per share). This settlement reimbursed us for
a portion of our legal costs and lost profits during the now repealed 1997-1998 ban on the import and
interprovincial trade of MMT.

Additionally, special items in 1998 included a charge of $4 million, or $3 million after taxes ($.03 per
share), for an enhanced retirement offer. This offer covered a voluntary early retirement program and severance
and termination benefits affecting 40 employees. The positions eliminated were administrative and support
functions. We paid approximately $300 thousand during 1998 for severance, vacation, and termination benefits.
The remainder will be paid over an extended period for retirement and health insurance benefits.

21. Selected Quarterly Consolidated Financial Data (unaudited)

First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

2000
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $198,512 $214,566 $204,388 $203,404
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 42,264 $ 46,441 $ 45,183 $ 31,264
Special items income, net . . . . . . . . . . . . . . . . . . . . . . $ 42,369 $ 4,050 $ 27,185 $ 2,405
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,824 $ 9,269 $ 21,556 $ 2,348
Basic and diluted earnings per share . . . . . . . . . . . . . . $ .33 $ .11 $ .26 $ .03
Shares used to compute basic and
diluted earnings per share . . . . . . . . . . . . . . . . . . . . 83,465 83,465 83,463 83,455

1999
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $205,326 $206,230 $216,637 $215,530
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43,446 $ 48,668 $ 52,717 $ 49,586
Special item income, net . . . . . . . . . . . . . . . . . . . . . . $ 7,200 $ – $ – $ –
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,304 $ 13,248 $ 16,692 $ 10,053
Basic and diluted earnings per share . . . . . . . . . . . . . . $ .18 $ .16 $ .20 $ .12
Shares used to compute basic and
diluted earnings per share . . . . . . . . . . . . . . . . . . . . 83,465 83,465 83,465 83,465
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22. Segment and Geographic Area Information

Segment Information—Ethyl reports our business in two distinct segments: petroleum additives and
tetraethyl lead. We divided our business this way due to the operational differences between the two business
units. The petroleum additives business operates in a market that we actively review for opportunities, while
TEL is a mature product primarily marketed through third party agreements.

The accounting policies of the segments are the same as those described in Note 1. We evaluate the
performance of our operating segments based on operating profit. Corporate departments and other expenses
outside the control of the segment manager are not allocated to segment operating profit. Depreciation on
segment property, plant, and equipment and amortization of prepayments for services and segment intangible
assets are included in the operating profit of each segment. No transfers occurred between the segments during
the periods presented. The reduction in net sales from 1998 partially results from TEL sales made through the
marketing agreements with Octel not being recorded as sales by Ethyl. The table below reports net sales and
operating profit by segment, as well as a reconciliation to income before income taxes for the last three years.

2000 1999 1998

Net sales
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $795,744 $819,647 $856,910
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,126 24,076 117,280

Consolidated net sales (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $820,870 $843,723 $974,190

Segment operating profit
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,529 $ 85,061 $ 96,659
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,341 48,359 51,217

Segment operating profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63,870 133,420 147,876
Corporate unallocated expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26,142) (24,087) (26,502)
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (36,075) (35,506) (40,409)
Pension contract settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,923 – –
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,519 7,295 25,396

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 90,095 $ 81,122 $106,361

(a) Net sales of the petroleum additives segment to three customers amounted to $313 million in 2000. The
petroleum additives segment reported net sales to two customers of $220 million in 1999 and $243 million
in 1998.
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The following table shows asset information by segment and the reconciliation to consolidated assets.
Segment assets consist of accounts receivable, inventory, and long-lived assets. Long-lived assets include
property, plant, and equipment, net of depreciation; intangible assets and prepayments for services, both net of
amortization.

2000 1999 1998

Segment assets
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 579,480 $666,721 $ 720,309
Tetraethyl lead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,747 55,316 82,070

648,227 722,037 802,379
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,470 15,846 8,403
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,262 – –
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,783 4,458 8,797
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,353 12,575 14,964
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,414 5,699 6,394
Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,892 127,212 110,208
Other assets and deferred charges . . . . . . . . . . . . . . . . . . . . . . . . 89,238 103,553 131,094

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,001,639 $991,380 $1,082,239

Additions to long-lived assets
Petroleum additives (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,487 $ 14,521 $ 70,030
Tetraethyl lead (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,583 683 82
Other long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,392 700 22

Total additions to long-lived assets . . . . . . . . . . . . . . . . . . . $ 55,462 $ 15,904 $ 70,134

Depreciation and amortization
Petroleum additives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 54,243 $ 57,683 $ 56,914
Tetraethyl lead (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,176 2,040 2,364
Other long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,837 5,402 4,032

Total depreciation and amortization . . . . . . . . . . . . . . . . . . $ 66,256 $ 65,125 $ 63,310

(a) Petroleum additives additions to long-lived assets include increases in segment intangibles as a result of
the recognition of a portion of the note payable to Texaco. The amount of this noncash transaction was
$43 million in 1998.

(b) The $39 million addition to TEL long-lived assets relates to the prepayment for services paid to Alcor.
The amortization of the prepayment for services was $7 million in 2000.

Geographic Area Information—The table below reports net sales and long-lived assets by geographic
area. No transfers occurred between segments during the years shown. Except for the United States, no country
exceeded 10% of net sales or long-lived assets in any year. Ethyl allocated revenues to geographic areas based
on the location to which the product was shipped.

2000 1999 1998

Net sales
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $404,270 $399,061 $440,250
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 416,600 444,662 533,940

Consolidated net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $820,870 $843,723 $974,190

Long-lived assets
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $332,996 $378,016 $421,333
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77,425 54,123 69,998

Total long-lived assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $410,421 $432,139 $491,331
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23. Liquidity

Our two business segments, TEL and petroleum additives, both reported declines in earnings in each of
the last two years. The rate of decline in TEL operating profit in 2000 was 19% compared to 1999 and 23%
compared to 1998. We expect continued average annual declines in the TEL market of approximately 15%.
Operating profit of the petroleum additives business declined 71% in 2000 compared to 1999 and 74%
compared to 1998. Petroleum additives operating profit was $25 million in 2000, $85 million in 1999, and $97
million in 1998. The petroleum additives market for some time has continued to reflect excess capacity,
substantial raw material cost increases, unfavorable currency conditions, and the pricing leverage of the
consolidating oil industry. The market dynamics for one of our key product lines within the petroleum additives
segment, crankcase products, deteriorated to such an extent we were not earning an adequate return. We
attempted to recover some of the increased cost through price increases; however, these initiatives have not
been successful in keeping up with cost increases and were factors in the loss of business with three major
customers that represented a significant portion of the crankcase business. The crankcase business with these
three former customers substantially ceased at the end of the first quarter 2001.

In an effort to improve profitability in the crankcase product line, we announced in February 2001, and are
currently implementing, a new business model for petroleum additives that includes a workforce reduction and
the idling of production facilities, to be completed by mid-year 2001. Crankcase production facilities that will
be indefinitely idled include a smaller plant in Natchez, Mississippi and portions of the plants in Houston,
Texas and Rio de Janeiro, Brazil. We are consolidating production in plants that have spare capacity. These
actions will reduce our total production capacity for crankcase production by approximately 50%. We also
intend to consolidate certain research and testing activities from our Bracknell, England facility, to our modern
facilities located in Richmond, Virginia, and reduce research on products where the market does not provide an
adequate return on investment. We have announced a severance program that is expected to result in a
reduction of approximately 330 employees by April 30, 2001. This includes staff at the crankcase plants being
indefinitely idled, staff at our Bracknell and Richmond research facilities and corporate staff. In addition, we
have announced an early retirement program to most domestic salaried employees over age 52. We will know
the number of employees electing early retirement by April 30, 2001.

We believe the successful implementation of this strategy will significantly reduce ongoing operating
costs, after incurring certain one-time restructuring costs in the first half of 2001. These restructuring costs will
include a noncash charge in the first quarter of 2001 in the range of $35 million to $45 million for the
writedown of indefinitely idled facilities and charges of approximately $14 million to $35 million for early
retirement and severance costs, depending upon the number of employees electing early retirement.

In addition, on April 10, 2001, we entered into the First Amendment and Restatement of Amended and
Restated Credit Agreement (the New Credit Facility) with our lenders as a result of anticipating and not being
in compliance with one of the covenants of the previous agreement at the end of the first quarter 2001. The
New Credit Facility includes the following key provisions:

• A revolving line of credit of $170 million (including a letter of credit sub-facility), the remaining
portion of $140 million of the original term loan, and a new term loan of $230 million. There will
be an additional fee of $675 thousand if $115 million from a qualified asset-based secured
financing is not raised to prepay a portion of the additional term loan by May 31, 2001. Ethyl has
obtained a commitment letter from an asset based lender and expects to complete an agreement by
May 31, 2001.

• The $140 million term loan will amortize on its original schedule with installment payments of $20
million each on May 28 and August 28, 2001, and $25 million each on January 2, February 28,
May 28 and August 28, 2002.

• The original maturity date of August 28, 2002 may be extended to December 31, 2003 if certain
conditions are met, including the reduction in outstanding borrowings on the New Credit Facility
of at least $220 million.
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• Interest rates increased and are based on a premium to variable base interest rates. The initial
premium is 300 basis points. This premium will reduce if certain criteria are met.

• Substantially all of our assets in the United States are collateralized.

• Mandatory prepayments are required for excess cash flow, asset dispositions, debt and equity
issuances, and distributions from our pension plans, all as defined in the New Credit Facility.

• Covenants include minimum EBITDA, interest and leverage coverage ratios, among others.

• The payment of dividends is not permitted.

• Investments and capital expenditures are limited.

We have made debt repayment a priority so that we will have more flexibility in the future. We expect
that cash flow from operations will continue to make significant contributions to debt reduction. The
termination of our overfunded U.S. salaried pension plan is also expected to provide $50 million to $60 million
for debt curtailment once all regulatory approvals are obtained. We expect to accomplish a reduction in
working capital requirements that will enable us to make further reductions in debt. We also expect to complete
the sale of certain nonstrategic assets in 2001, which must be used to repay debt.

We believe that we have the ability to successfully implement our new business model for petroleum
additives and that we will be able to comply with the terms of the New Credit Facility. While we believe our
plan is sound and attainable, the possibility exists that unforeseen events or business conditions could prevent
us from meeting certain financial covenants.

If unforeseen events or conditions restrict us from meeting our targeted operating results, we have
alternative plans, including additional asset sales, additional reductions in operating costs, deferral of capital
expenditures, and reductions in working capital, that we believe would enable us to comply with the debt
covenants. In the event we may not be in compliance with the debt covenants at some future date, we would
pursue various alternatives. These may include, among other things, refinancing of debt or obtaining covenant
amendments or waivers. While we believe we could successfully complete alternative arrangements if
necessary, there can be no assurance that such alternatives would be available or that we would be successful in
their implementation.
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Financial Policy

Ethyl Corporation’s Financial Standards—Our goal is to present clearly Ethyl’s financial information to
enhance your understanding of our sources of earnings and our financial condition.

Management’s Report on the Financial Statements—Ethyl prepared the financial statements and related
notes on pages 22 through 46 to conform to generally accepted accounting principles. In doing so, management
made informed judgments and estimates of the expected effects of certain events and transactions on the
reported amounts of assets and liabilities at the dates of the financial statements. The same is true for the
reported amounts of revenues and expenses during these reporting periods. Financial data appearing elsewhere
in the annual report is consistent with these financial statements. However, actual results could differ from the
estimates on which these financial statements are based.

We maintain a system of internal controls to provide reasonable, but not absolute, assurance of the
reliability of the financial records and the protection of assets. Written policies and procedures, careful selection
and training of qualified personnel, and an internal audit program support Ethyl’s internal control system.

The independent certified public accounting firm, PricewaterhouseCoopers LLP (PwC), audited these
financial statements in accordance with generally accepted auditing standards. The audit included a review of
Ethyl’s internal accounting controls to the extent considered necessary to determine audit procedures.

The Audit Committee of the Board of Directors, composed only of independent directors, meets with
management, internal business assurance, and PwC to review accounting, auditing, and financial reporting
matters. In early 2000, PwC informed the Committee that it had notified the Securities and Exchange
Commission (SEC) that there was a delay in the transfer from PwC’s control of certain retirement and other
benefits which were due to Ethyl’s then Chief Financial Officer. Our former CFO had been a partner of
Coopers & Lybrand, a predecessor of PwC. The transfers, which should have occurred in November 1997,
were completed on February 16, 2000.

The SEC advised Ethyl that because of the delay, PwC was not in compliance with auditor independence
regulations. The SEC further advised Ethyl that it did not intend to take any action against the company with
respect to Ethyl’s financial statements as a result of PwC’s noncompliance. The audit committee reviewed the
situation and concluded, based on its examination, that the delayed transfer of the benefits did not affect the
quality or integrity of PwC’s audits of Ethyl’s financial statements.
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Report of Independent Accountants

To the Board of Directors and Stockholders of Ethyl Corporation:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, shareholders’ equity and cash flows present fairly, in all material respects, the financial position of
Ethyl Corporation and its subsidiaries at December 31, 2000 and 1999, and the results of their operations and
their cash flows for each of the three years in the period December 31, 2000, 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.

As discussed in Note 18 to the consolidated financial statements, the Company adopted the provisions of
Statement of Financial Accounting Standards No. 133, ‘‘Accounting for Derivative Instruments and Hedging
Activities’’ in 1999.

As more fully discussed in Note 23 to the consolidated financial statements, due to significant declines in
operating profit for the year ended December 31, 2000 and the loss of certain key customers in the petroleum
additives segment since December 31, 2000, the Company announced in February 2001, the implementation of
a new business model that includes workforce reductions and the idling of production capacity. In addition, the
Company entered into a new credit facility in April 2001 that has significantly different terms and conditions
than the previous facility.

February 6, 2001, except as to information
in Note 23, for which
the date is April 10, 2001

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this item is in our 2000 Proxy Statement and is incorporated by reference. In
addition, the names and ages of all officers as of April 10, 2001 follow.

Name Age Positions

Bruce C. Gottwald . . . . . 67 Chairman of the Board, Chairman of the Executive Committee and Chief
Executive Officer

Thomas E. Gottwald . . . . 40 President and Chief Operating Officer

Alexander McLean . . . . . 44 Senior Vice President—Petroleum Additives

Newton A. Perry . . . . . . . 58 Senior Vice President—Antiknocks

David A. Fiorenza . . . . . 51 Vice President, Treasurer, and Principal Financial Officer

Daniel J. Bradley . . . . . . 52 Vice President—Petroleum Additives—Americas

Russell L. Gottwald, Jr. . . 49 Vice President—Supply Chain

C. S. Warren Huang . . . . 51 Vice President and Managing Director—Asia Pacific

Ronald E. Kollman . . . . . 54 Vice President—Product Management and Technology

Barbara A. Little . . . . . . . 44 Vice President—Government Relations

Donald R. Lynam . . . . . . 62 Vice President—Air Conservation

Steven M. Mayer . . . . . . 58 Vice President—General Counsel

Henry C. Page, Jr. . . . . . 62 Vice President—Human Resources and External Affairs

Ann M. Pettigrew . . . . . . 46 Vice President—Health, Safety, and Environment

Roger H. Venable . . . . . . 54 Vice President—Antiknocks

Wayne C. Drinkwater . . . 54 Controller and Principal Accounting Officer

M. Rudolph West . . . . . . 48 Secretary

Michael L. McKeever . . . 60 Assistant Treasurer

The term of office is until the meeting of the Board of Directors following the next annual shareholders’
meeting (May 30, 2001). All officers have been employed with Ethyl for at least the last five years.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is in our 2000 Proxy Statement and is incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this item is in our 2000 Proxy Statement and is incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this item is in our 2000 Proxy Statement and is incorporated by reference.
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PART IV

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

(A)(1) Consolidated Statements of Income for each of the three years in the periods ended December 31,
2000, 1999, and 1998 are on page 22.

Consolidated Balance Sheets as of December 31, 2000 and 1999 are on page 23.

Consolidated Statements of Shareholders’ Equity for each of the three years in the periods ended
December 31, 2000, 1999, and 1998 are on page 24.

Consolidated Statements of Cash Flows for each of the three years in the periods ended December 31,
2000, 1999, and 1998 are on page 25.

Notes to Consolidated Financial Statements begin on page 26.

Management’s Report on the Financial Statements is on page 47.

Report of Independent Accountants is on page 48.

(A)(2) Financial Statement Schedules—none required

(A)(3) Exhibits
3.1 Amended and Restated Articles of Incorporation (incorporated by reference as Exhibit 3.1 to

Form 10-Q filed on November 4, 1996)

3.2 By-laws of the registrant (incorporated by reference as Exhibit 3.2 to Form 10-K filed
March 29, 1996)

4.1 First Amendment and Restatement of Amended and Restated Credit Agreement, dated as of
April 10, 2001.

10.1 Bonus Plan of the registrant (incorporated by reference as Exhibit 10.1 to Form 10-K filed on
February 25, 1993)

10.2 Incentive Stock Option Plan (incorporated by reference as Exhibit 10 to Form 10-Q filed on
May 12, 1994)

10.3 Non-Employee Directors’ Stock Acquisition Plan (incorporated by reference as Exhibit A to the
registrant’s Proxy Statement for the Annual Meeting of Shareholders filed on March 17, 1993)

10.4 Excess Benefit Plan (incorporated by reference as Exhibit 10.4 to Form 10-K filed on
February 25, 1993)

10.5 Supply Agreement, dated as of December 22, 1993, between Ethyl Corporation and The
Associated Octel Company Limited (incorporated by reference as Exhibit 99 to Form 8-K filed
on February 17, 1994)

10.6 Employment and Severance Benefits Agreement dated October 1, 1997, with J. Robert Mooney
(incorporated by reference as Exhibit 10.7 to Form 10-K filed March 24, 1998)

10.7 Antiknock Marketing and Sales Agreement, dated October 1, 1998, between Ethyl Corporation
and The Associated Octel Company Limited (incorporated by reference as Exhibit 10 to Form
10-Q filed on November 10, 1998)

10.8 Trust Agreement between Ethyl Corporation and Merrill Lynch Trust Company of America
(incorporated by reference as Exhibit 4.5 to Form S-8, filed on August 7, 1998)

11.1 Computation of Basic and Diluted Earnings Per Share

21 Subsidiaries of the registrant

23 Consent of PricewaterhouseCoopers LLP

(B) No report on Form 8-K has been filed during 2000.

(C) Exhibits—The response to this portion of Item 14 is submitted as a separate section of this Form 10-K.
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A copy of any of the exhibits listed above will be provided upon written request, for a reasonable charge,
to any shareholder whose proxy is being solicited by the Board of Directors. The written request should be
directed to:

M. Rudolph West, Esq.,
Secretary
Ethyl Corporation
330 South Fourth Street
P.O. Box 2189
Richmond, Virginia 23218
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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.

ETHYL CORPORATION

/s/ BRUCE C. GOTTWALDBy:
(Bruce C. Gottwald

Chairman of the Board)

Dated: April 10, 2001

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 indicated as of April 10,
2001.

Signature Title

/s/ BRUCE C. GOTTWALD

(Bruce C. Gottwald)

Chairman of the Board, Chairman of the Executive
Committee, Chief Executive Officer and Director
(Principal Executive Officer)

/s/ THOMAS E. GOTTWALD

(Thomas E. Gottwald)

President, Chief Operating Officer and Director

/s/ DAVID A. FIORENZA

(David A. Fiorenza)

Vice President and Treasurer
(Principal Financial Officer)

/s/ WAYNE C. DRINKWATER

(Wayne C. Drinkwater)

Controller (Principal Accounting Officer)

/s/ WILLIAM W. BERRY

(William W. Berry)

Director

/s/ PHYLLIS L. COTHRAN

(Phyllis L. Cothran)

Director

/s/ GILBERT M. GROSVENOR

(Gilbert M. Grosvenor)

Director

/s/ S. B. SCOTT

(Sidney Buford Scott)

Director

/s/ C. B. WALKER

(Charles B. Walker)

Director
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T I C K E R  S Y M B O L : EY

T R A N S F E R  A G E N T :

Computershare Investor Services, L.L.C.

Attention: Shareholder Communications

2 North LaSalle Street

P.O. Box A 3504

Chicago, IL 60690-3504

website: www.computershare.com

e-mail: web.queries@computershare.com

Other inquiries should be directed to 

Ethyl’s toll-free Shareholder Information Line at 

(800) 625-5191.

A N N U A L  M E E T I N G  
O F  S T O C K H O L D E R S

The annual meeting of stockholders will be held April 26,

2001 starting at 11:00 AM at the Tredegar Iron Works gun

foundry building, 500 Tredegar Street, Richmond, Virginia.

All shareholders are cordially invited to attend.

S H A R E H O L D E R I N F O R M A T I O N
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Ethyl Corporation
Post Office Box 2189

Richmond, Virginia 23218-2189
www.ethyl.com


