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Who we are

Elementis is a global specialty chemicals company
comprising three businesses: Specialty Products,
Surfactants and Chromium.
Both Specialty Products and Chromium hold
leading market positions in their chosen sectors.
Elementis employs over 1,200 people at more than
30 locations in eight countries and is listed in the
UK on the London Stock Exchange.
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Cautionary statement:
The Annual Report and Accounts for the financial year ended 31 December 2009, as contained in this document
(“Annual Report”), contain information which viewers or readers might consider to be forward looking statements
relating to or in respect of the financial condition, results, operations or businesses of Elementis plc. Any such
statements involve risk and uncertainty because they relate to future events and circumstances. There are many
factors that could cause actual results or developments to differ materially from those expressed or implied by any
such forward looking statements. Nothing in this Annual Report should be construed as a profit forecast.

GLOBAL OPERATIONS OVERVIEW
Elementis plc

Elementis Specialty Products

Based in London and listed on the London Stock Exchange.
The role of the Group holding company is to:

Revenue

Number of employees

£194.6m

850+

•
•
•
•
•

Set corporate objectives and the strategic direction
of the Group
Provide leadership and direction to management
and monitor corporate and business performance
Set high standards in business conduct and ethics,
and in business, employee and community relations
Set policy and provide oversight for governance,
financial control and risk management, and health,
safety and environmental performance
Provide funding for the Group to invest in growth

Key facts

3

30+

Specialist businesses

Locations around the world

1,200+

15

Group employees

Manufacturing locations

Key facts
The Group’s largest and most profitable division
Employs over 850 people at more than 25 locations worldwide
Ten manufacturing sites across the US, Europe and Asia Pacific

•
•
•

Key products
Rheological additives/modifiers, organoclays, colourants, high
performance dispersing agents, defoamers, coalescing agents, flow
and levelling additives, wetting and slip agents, other specialty
additives and resins, and lanolin and other natural oil derivatives
Key sectors
Industrial coatings (55 per cent)
Architectural coatings (24 per cent)
Construction
Oilfield chemicals
Personal care

•
•
•
•
•

Key geographies
Asia Pacific (38 per cent)
Europe (34 per cent)
Americas (28 per cent)

•
•
•

Key applications
Custom designed additives to manage the flow characteristics of
liquids in a wide range of applications, including:
Architectural coatings: homes, offices and similar environments
Industrial coatings: protective applications in automotive,
containers, furniture, white goods, flooring, marine, plastics
and construction
Oilfield: drilling fluids utilised in oil and gas exploration activities
Construction: concrete, plasters, mortars, renderings, stuccos,
flooring systems and building adhesives
Personal care: antiperspirants, nail enamels, mascara, make-up,
eye shadow, lipsticks, creams, lotions and suncare products

•
•
•
•
•

Supply chain
Top ten customers represent 26 per cent of divisional sales
Many competitors from multinationals to privately owned
enterprises
Key raw material suppliers are for clays, quaternary amines
and other chemical intermediaries

•
•
•

Elementis locations
Specialty Products
Surfactants
Chromium
US head office
Corporate head office (London)

(All percentage figures quoted are based on 2009 sales volumes.)

Elementis Surfactants

Elementis Chromium

Revenue

Number of employees

Revenue

Number of employees

£49.2m

140

£119.9m

200

Key facts
Employs around 140 people mostly in Delden, the Netherlands
Shares its manufacturing site with Elementis Specialty Products

•
•

Key products
Range of surface active ingredients

Key facts
Employs around 200 people at five locations mostly in the US
Two chrome chemical processing sites in Castle Hayne,
North Carolina and Corpus Christi, Texas
Three facilities serving leather tanneries in Milwaukee,
Wisconsin, in Dakota City, Nebraska and in Amarillo, Texas

•
•
•

Key products
Sodium dichromate, chromic acid, chromic oxide and liquid
chrome sulphate

Key sectors
Oilfield
Textile and leather
Pulp and paper
Plastics and resins
Chemicals and construction
Household
Agrochemical and feed markets

•
•
•
•
•
•
•

Key sectors
Leather tanning
Timber treatment
Metal finishing
Chrome metal alloys
Chrome pigments
Ceramics/refractory

•
•
•
•
•
•

Key geographies
Europe (81 per cent)
Asia Pacific
Americas

•
•
•

Key applications
Household/domestic detergents, industrial cleaning, oilfield
chemicals, leather and textiles, and pulp and paper
Supply chain
Top ten customers represent 57 per cent of divisional sales
Many competitors from multinationals to privately owned
enterprises
Uses ethylene and propylene oxides, nonylphenol ethoxylate
and fatty alcohols to manufacture its products

•
•
•

Key geographies
North America (47 per cent)
Europe (25 per cent)
Asia Pacific (19 per cent)

•
•
•

Key applications
Sodium dichromate: in metal finishing; in organic products
as an oxidising agent; in pigments as a corrosion inhibitor;
in ceramics to prepare coloured glass and ceramic glazes;
and in textiles to improve dyes’ colouring properties
Liquid chrome sulphate: to tan animal hides
Chromic acid: in timber treatment; in chromium plating in
domestic, automobile and medical applications, as well as in other
industrial applications to increase wear and corrosion resistance
Chromic oxide: used to produce high performance superalloys
in the aerospace and power generation industries; used
in paints, coatings, plastics, enamels, concrete and other
construction materials as well as in the ceramics industry;
and used in the production of refractory bricks

•
•
•
•

Supply chain
Top ten customers represent 56 per cent of divisional sales
Competitors: one multinational and a number of privately
owned producers
Key raw material suppliers are for chrome ore, soda ash and
sulphuric acid

•
•
•
North America

UK and Europe

Asia
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HIGHLIGHTS AND FINANCIAL SUMMARY

Highlights

Operating profit and margins improved sequentially in the
second half of 2009
Specialty Products
– Acquired new product line in personal care in December 2009
– Strong performance in Asia Pacific
Chromium restructuring on schedule
Cost savings achieved at an annualised rate of £16 million
Year end debt position consistent with previous year
Full year dividend maintained at same level as last year – 2.9p

2009

2008

Sales
Operating profit*
Profit before tax*
Diluted earnings per share*
Net debt

£363.7m
£23.4m
£18.3m
2.8p
£66.0m

£400.5m
£52.0m
£48.5m
9.1p
£63.9m

(Loss)/profit for the year
Diluted (loss)/earnings per share
Dividend to shareholders:
– final proposed
– full year

£(37.0)m
(8.3)p

£19.8m
4.5p

1.4p
2.9p

1.4p
2.9p

Financial summary

* Before exceptional items
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CHAIRMAN’S STATEMENT

Robert Beeston
Chairman

The economic downturn that the world experienced in 2009 has severely
tested the resilience and financial strength of most companies and
businesses around the globe. I am therefore happy to report that, despite
the resultant downturn in results that we have experienced in 2009, our
businesses have nevertheless each reported a positive operating result for
the year, before exceptional items, and the Group’s balance sheet remains
robust, with the year end net debt to EBITDA ratio at a level of 1.8 times.
This was achieved through the inherent quality of our main businesses,
each of which maintained its market leading position in its sector, and
by management taking immediate action on costs in the early part of the
year to mitigate the effects of the sharp downturn. In addition, while the
severity of the downturn caused management to put greater focus on
some shorter term issues during the year, such as current costs and cash
flow, we were nevertheless still able to take some strategic actions that
will help us achieve our longer term goals. Specialty Products completed
an acquisition, in December 2009, of a US based business called Fancor.
Although modest in size, this acquisition increases our presence and
product offering in the faster growing personal care market. In Chromium,
we took the decision to close our UK facility which will improve earnings
stability and therefore the quality of the business going forward.

£363.7m
Group revenue

£23.4m

Operating profit before
exceptional items

02
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Results
Operating profit for the year, before exceptional items,
was £23.4 million compared to £52.0 million in the
previous year. Earnings per share on the same basis was
2.8 pence compared to 9.1 pence in 2008. Revenue in
2009 was £363.7 million which, on a constant currency
basis and after adjusting for 2008 acquisitions, is
28 per cent lower than the previous year, mainly due to
the effects of the economic downturn which were more
prominent in the first half of the year as a result of severe
customer destocking. Consequently, sales volumes in
the second half of the year were 27 per cent higher than
in the first half and operating profit, before exceptional
items, in the second half was £17.8 million compared to
£5.6 million in the first half.
The Group recorded a number of exceptional items in
the year, including the closure of the UK Chromium plant
and some one-time hedging costs, all of which were
announced at the time of the Group’s 2009 interim results
statement. In the second half of the year we received
notification of fines from the EU Commission relating
to their investigation into heat stabilisers and, while we
are appealing this decision in the strongest terms, we
have taken the prudent approach of providing for the full
potential cost of the fines. An exceptional pension credit
has also been recorded in respect of adjustments to past
service credits relating to bridging pension offsets. The
total of all exceptional items recorded in 2009 is therefore
£49.5 million (2008: £20.5 million). After taking account
of these items the Group recorded a loss of 8.3 pence per
share compared to a profit of 4.5 pence in 2008.
EU Commission fines
As announced in November 2009 the Group received
a communication from the EU Commission regarding
the imposition of fines on Elementis and others. The
communication stated that the Commission was
imposing a fine of Euro 14.3 million on Elementis and a
further fine of Euro 18.3 million jointly and severally on
Elementis, Akcros Chemicals Ltd and companies owned
by Akzo Nobel. The Euro 14.3 million fine was paid in
February 2010 and the Company’s share of the latter fine
has yet to be determined. The Company has filed with the
General Court of the EU an action to annul the decision
of the Commission to impose the fines and will continue
to vigorously assert its position that the Commission is
precluded from imposing any fine on Elementis or its
affiliates. Elementis’ policy is to conduct its business in
full compliance with all applicable competition laws.
Dividend
The Board is recommending a final dividend of 1.4 pence
per share, taking the total return to shareholders for the
year to 2.9 pence, the same amount as last year. The Board
concluded that maintaining the dividend was appropriate
in spite of the downturn as it remains confident in the
Group’s strategy and expects to make progress as the
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economy recovers. Subject to approval at the Annual
General Meeting, the dividend will be paid on 28 May
2010 to shareholders on the register on 30 April 2010.
The Board intends to continue to review the dividend
policy as earnings performance and debt levels permit.
Future reporting
The Board has decided to present the Group’s financial
statements in US dollars under IFRS with effect from
the beginning of 2010. The majority of the Group’s
sales and earnings originate in US dollars or US dollar
linked currencies and the change will more closely align
external reporting with the profile of the Group, as well
as with current internal management reporting. In the
future, dividends will be determined in US dollars and
paid in sterling at the closing exchange rate on the date
the dividend is announced. More information will be
provided to shareholders, including restated 2009 figures
in US dollars, in a press release at the time of the next
Annual General Meeting on 22 April 2010. The first set of
Group financial statements to be presented in US dollars
will be the interim results statement for 2010.
Health, safety and environment
I am happy to report that our activities in this important
area of our business have continued to be of a high
standard during 2009 with no significant incidents
reported by any of our businesses.
People
In a difficult year of trading, such as we have experienced
in 2009, the pressures and responsibilities on our people
are greatly increased, and it is through their efforts
that the Group has ended 2009 in a position to be able
to benefit from the eventual economic recovery. On
behalf of the Board I would like to thank them for their
tremendous contributions.
Outlook
As we begin 2010, trading has started on a more positive
note and it appears that our customers are restocking,
which is having a positive impact on our sales volumes.
Our businesses have been strengthened by the
strategic actions taken in 2009 and the Group remains
well financed, therefore we expect to make progress
going forward. However, we will remain cautious until
underlying demand patterns become clearer and signs
of a sustained global recovery become more evident.

Robert Beeston
Chairman
23 February 2010
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STATEMENT OF GROUP STRATEGY

What we do

Elementis utilises scientific innovation and manufacturing technology to
deliver products that enhance the performance and value of our customers’
products. The Specialty Products business provides rheology additives
that enhance the flow characteristics of our customers’ products in markets
such as paints and coatings, cosmetics, and oil and gas exploration. The
Surfactants business provides chemicals that enhance the performance
of our customers’ products in markets such as household cleaners, paper
goods and oilfield chemicals. The Chromium business provides chemicals
to our customers that make their products more durable in applications
such as aerospace alloys, timber treatment and leather production.

How we do it

The strategy of the Group is to leverage our competitive advantage, deliver
technological innovation and cultivate our global presence in order to
profitably grow the Specialty Products business, utilising cash flow from
the Chromium and Surfactants businesses.
We will do this by:
1. Preferentially growing the Specialty Products
business through a mixture of organic growth
from new products, markets, applications or
geographies, and selective acquisitions in rheology
or complementary additives, with the aim of growing
revenue and market share whilst maintaining margins.
2. Consistently delivering a relatively stable and
sustainable level of earnings from the Chromium
business by serving higher margin markets and
customers, optimising operational performance
from the business’s more flexible and lower cost
manufacturing footprint, and improving margins
through maintaining pricing discipline, managing
energy and raw material costs and creating more
efficient supply chains.

04
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3. Steadily upgrading the product portfolio in
Surfactants by focussing on higher margin
applications, while at the same time maintaining
cost discipline.
4. Continually improving the quality of the Group’s
balance sheet by generating strong free cash flow
and reducing the proportion of non-business items
such as legacy pension funds and provisions.

Company overview

Business review

Corporate governance
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GROUP CHIEF EXECUTIVE’S OVERVIEW

David Dutro
Group Chief
Executive
Dear Shareholders,
2009 witnessed the most challenging macro economic
conditions experienced in decades, testing both the
strength of our business model and the ability of our
leadership to take fast, decisive actions. We succeeded
in addressing the impact of unprecedented erosion
in global demand across our markets by swiftly
implementing a global cost reduction programme, while
maintaining superior customer service and continuing
our investment in innovative technology. In addition,
we have been able to maintain our market share in each
business segment, whilst maintaining contribution
margins. Disciplined leadership at the business unit level
resulted in all three Elementis businesses contributing to
positive operating cash flow for the year and a stable year
on year debt position.

£16.0m

Whilst the weak global trading environment disrupted the
positive momentum created by four consecutive years
of double digit EPS* improvement, our business teams
stayed focussed throughout the year. That focus was on
the successful execution of our long term strategy and
a resolute commitment that Elementis enters 2010 in a
stronger competitive position.

£5.6m

2009 Highlights:
All of our efforts resulted in a solid performance relative
to the industry and the economic environment:

Annualised cost
savings

Fancor acquisition

•
•
•
•
•
•
•
•

Annualised costs reduced by £16 million, of which
£10 million is expected to be sustained as customer
demand recovers.
Specialty Products maintained its contribution margin.
Chromium ceased production at its UK facility in
July, successfully transitioning customers and
releasing £7 million of cash flow from the liquidation
of working capital at the site.
Surfactants continued to improve the quality of
its product portfolio.
Deuchem was successfully integrated and began
contributing impressively to our performance in
Asia Pacific.
Acquisition of Fancor in December 2009 strengthens
our profitable personal care business.
Maintained an excellent health and safety record.
Net debt remains essentially unchanged despite
unprecedented decline in volumes and exceptional
cash costs of £14.7 million.

Looking ahead we will continue to pursue profitable
growth in specialty markets and applications. Specialty
Products’ technical expertise, product leadership,
customer understanding and balanced geographical
footprint provide a competitive advantage that enhances
a strong platform for growth. We will direct our energy
and resources to geographies, market segments and
technologies that have the potential to generate material
growth during what we anticipate will be a period of
modest progress in global GDP trends. While innovation
and new product development remain the cornerstone
of our organic growth strategy, we will continue to seek
prudent investments that leverage Specialty Products’
quality core competencies and further strengthen its
market position.
The closure of the Chromium UK manufacturing facility
addressed a fundamental long term strategic issue.
Idling the high cost facility, that had manufactured a
non-differentiated product line, has positioned the
business to deliver stable earnings and cash flow by
providing high quality products from low cost, flexible
manufacturing facilities to a diverse global customer base.
While market sentiment is generally turning more
positive as we begin 2010, we continue to plan prudently
and to leverage the operational efficiencies achieved
in 2009. The progress we made towards achieving our
goals has been realised thanks to the hard work and
initiative of the global Elementis team. Their engagement
and commitment is remarkable and truly appreciated.
Based on the fundamental strength of our businesses,
strong market position versus our peers, a more robust
Chromium business structure and the growth potential
of Specialty Products, I am quite positive about the future
and confident in our ability to make progress in the
medium term. I would like to thank our shareholders and
customers for their continued confidence and support.

David Dutro
Group Chief Executive
23 February 2010

* Before exceptional items
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BUSINESS COMMENTARIES

£194.6m
Specialty Products’
2009 revenue

£18.4m

Specialty Products’
2009 operating profit*

Elementis Specialty Products
Business strategy
To grow in rheology products and complementary
additives through new product innovation, expansion
into new geographies and bolt-on acquisitions.

Areas of focus

•
•
•

Excellent customer service and understanding
Technical expertise and support, and product
innovation
Operational excellence to maintain margins and
improve procurement and supply chain efficiencies

Elementis Specialty Products is a leading manufacturer
of rheology control additives that are used to enhance
the performance of our customers’ products. Best in
class technical support and customer service are critical
core competencies of the business and provide the
platform to deliver added value in the coatings, oilfield
exploration, construction and personal care markets. The
strategy of the business is to grow in rheology products
and complementary additives through new product
innovation, expansion into new geographies and bolt
on acquisitions. In 2008 the business made an important
step forward in this strategy by acquiring the Deuchem
additives and Yuhong organoclay businesses in Taiwan
and China. Deuchem is a leading supplier of additives
and resins to the coatings and related industries and the
acquisition significantly expanded Elementis’ presence
in Asia Pacific, and provided a platform for the Specialty
Products business to accelerate growth in the region. In
December 2009, the business also acquired substantially
all of the assets of The Fanning Corporation and Fancor
Ltd (“Fancor”) for £5.6 million. Fancor is one of the largest
North American suppliers of lanolin and lanolin derivatives,
with sales of £7.9 million in 2009, and is a global leader in
eco-friendly Meadowfoam and Abyssinian oil derivatives.
The addition of the Fancor products will allow Elementis
Specialty Products to bring an expanded product portfolio
of specialty additives to the global personal care market
and creates an exciting opportunity to work more closely
with existing customers in the personal care, hair-care,
skin-care, colour-cosmetics and antiperspirant markets.

* Before exceptional items
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Sales in 2009 were £194.6 million compared to
£181.5 million in the previous year. The acquisition of
Deuchem in July 2008 contributed £23.4 million to year
on year sales, as no Deuchem sales were recorded by
the Group in the first half of 2008. Adjusting for this and
the effects of currency movements, sales were lower
by approximately 22 per cent compared to 2008. The
main driver of the reduction was the severe economic
downturn that occurred towards the end of 2008 that led
to significant customer destocking and resulted in sales
volumes (excluding Deuchem) in the first half of 2009
being almost 30 per cent lower than the previous year.
However, the second half of the year saw demand levels
improving as the effects of destocking subsided and some
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modest restocking by customers was evident towards the
end of the year. As a result, sales volumes in the second half
of the year were approximately 16 per cent better than the
first half. Half year coatings sales to Asia Pacific showed the
largest improvement with sales volumes up by over 20 per
cent, driven by a strong performance by Deuchem plus the
impact of the economic stimulus package introduced by
the Chinese government in the early part of the year.
Operating profit in 2009 was £18.4 million compared to
£29.1 million in the previous year. The result was lower
primarily as a result of the lower sales volumes, but the
impact was reduced by management actions taken in the
early part of the year to reduce costs, as well as there being
a full year of results from Deuchem in the year as opposed
to only six months in 2008. Currency movements also had a
positive impact of approximately £3.1 million. Contribution
margins were relatively stable, which was a constant theme
throughout the year, and there was little volatility in raw
material costs as the business is not a significant purchaser
of the more commoditised products.

Elementis Surfactants
Business strategy
To focus on higher margin markets such as
agrochemicals, feed, plastic and resins to balance
the base-load activity in high volume commodity
applications.

Areas of focus

•
•
•

Offer innovative products to the market and
to customers
Improve productivity, operational efficiencies
and sales focus
Target growth in higher margin segments
to improve profitability

Elementis Surfactants is a specialty surfactant manufacturer
offering innovative products to markets such as oilfield
chemicals, pulp and paper and household products. Its
strategy is to focus on higher margin markets such as
agrochemicals, feed, plastic and resins and limit activity in
high volume commodity applications. At the same time
the business seeks to continually reduce operating costs
by more efficient utilisation of its manufacturing facility
in the Netherlands, which it shares with the Specialty
Products business.
Surfactant sales in 2009 were £49.2 million compared to
£51.1 million in 2008, a fall of four per cent, or 14 per cent
on a constant currency basis. Lower sales volumes brought
about by the economic downturn were again the main
cause of the decline, but the scale of the reduction was less
severe than for other Group businesses because a greater
proportion of Surfactants’ sales go to more defensive
market sectors that were less affected by the economic
downturn, such as household consumables.

Company overview

Business review

Corporate governance

Operating profit for the year was £0.1 million compared
to £0.5 million in 2008. The business was able to sustain
its operating result in spite of the drop in sales volumes
due to the ongoing management process of moving the
business to more sustainable, higher margin products.

£119.9m
Chromium’s 2009
revenue

£10.5m
Chromium’s 2009
operating profit*

Elementis Chromium
Business strategy
To produce stable earnings by serving higher value
markets, providing high quality, higher margin
products, such as chromic acid and chromic oxide, to
its customers; and utilising its flexible manufacturing
base to adjust to changes in demand.

Areas of focus

•
•
•

Operational discipline to maintain price and cost
competitiveness and margins
Improve cost base by securing supply of raw
materials and energy
Superior customer service and technical support
applications

Elementis Chromium is one of the world’s largest suppliers
of chrome chemicals, which are used in a variety of end
markets including metal alloys, pigments, metal finishing,
leather tanning and foundry applications. The business
operates within the Group from a separate legal entity
structure and has no interactions with other Group
businesses other than at the administrative level. Its
strategy is to provide high quality products to its customers
utilising low cost, sustainable manufacturing facilities to
produce mostly higher margin products such as chromic
acid and chromic oxide. Global supply/demand balances
are a significant driver of margins in the chromium
chemicals market and Elementis Chromium seeks to
produce stable earnings by serving higher value markets
and by utilising its flexible manufacturing base
to adjust to changes in demand. In 2009 the business
decided to close its UK facility in Eaglescliffe, which
produced less differentiated products than its US facilities,
was more exposed to Chinese competition and whose
profitability had relied heavily on supplying intermediate
products to the US business. Closure of the facility is
therefore very much in line with the business strategy
and concentrates the global production capability of the
business in the US where the business has a more flexible
manufacturing platform and a more value added product
offering to its customers. As a result of the closure the
business recorded an exceptional charge in the year of
£28.7 million (2008: £20.5 million).

* Before exceptional items

Sales in 2009 were £119.9 million compared to
£168.6 million in the previous year which, on a constant
currency basis, represents a fall of 42 per cent. The decline
was almost entirely due to a drop in sales volumes as the
economic decline and customer destocking severely
impacted demand, particularly in the first part of 2009.
Volumes improved in the second half of the year as the
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effects of destocking subsided and consequently sales
volumes in the second half were approximately 50 per cent
higher than in the first half, although still 26 per cent lower
than for the same period last year. For the year as a whole,
sales of chromic acid fared relatively better due to steady
demand for utility poles in the US, while sales of all products
into Europe declined more than other regions due to
the closure of the Eaglescliffe facility, which temporarily
reduced product availability to the European market.
Nevertheless, in conjunction with the closure programme,
the business was able to meet market demand for the
majority of the year and thereby help to provide a smooth
customer transition.
Operating profit for the year, before exceptional items,
was £10.5 million compared to £27.7 million in the previous
year with the decline in sales volumes being the main
driver of the reduction. Average raw material costs were
somewhat higher than in the previous year, mainly due to
the utilisation of chrome ore stocks that were purchased
in the second half of 2008, but this was partly offset by
lower energy costs due to the decline in the price of fuel
oil and natural gas since the previous year. Fixed costs in
the ongoing US business were also lower as a result of
management actions to reduce costs taken in the early part
of the year, in response to the economic downturn, and
currency movements contributed positively approximately
£2.6 million to the result. Finally, the business also benefited
in 2009 from a one-time gain from the sale of the final
products produced at the Eaglescliffe facility during the
closure process. The level of fixed costs required to support
a plant during a shutdown process is naturally lower than
for ongoing operations and so products produced during
that short period of time were more profitable than normal.
In line with previous guidance, the impact of this in 2009
was to increase operating profit on a one-time basis by
approximately £2.5 million.
Revenue
Revenue
2008
£million

Specialty Products
Surfactants
Chromium
Inter-segment

Effect of (Decrease)/
exchange
increase
rates
2009
£million
£million

181.5
51.1
168.6
(0.7)
400.5

28.9
5.5
22.5
–
56.9

Revenue
2009
£million

(15.8) 194.6
(7.4) 49.2
(71.2) 119.9
0.7
–
(93.7) 363.7

Operating profit
Operating
profit*
2008
£million

Specialty Products
Surfactants
Chromium
Central costs

Effect of (Decrease)/ Operating
exchange
increase
profit*
rates
2009
2009
£million
£million
£million

29.1
0.5
27.7
(5.3)
52.0

3.1
(1.0)
2.6
–
4.7

(13.8)
0.6
(19.8)
(0.3)
(33.3)

18.4
0.1
10.5
(5.6)
23.4

* Before exceptional items
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FINANCE REPORT

Group results

Group revenue was £363.7 million in 2009 compared to £400.5 million in
the previous year which, after adjusting for 2008 acquisitions, represents
a year on year decline of 28 per cent on a constant currency basis. The
sharp global economic downturn that occurred towards the end of 2008,
particularly affecting the first half of 2009 when customer destocking was
prominent, was the main cause of this decline and impacted all three of
the Group’s businesses, albeit by differing amounts. From a geographical
viewpoint, Group sales to Asia Pacific performed better than other
regions of the world on a year on year basis. In particular, annualised sales
volumes into the region by Specialty Products were at a similar level to the
previous year in spite of the general downturn. This encouraging result
was supported by the Group’s acquisition of Deuchem in 2008, which has
a strong position in the Chinese coatings market, and therefore gave the
business greater leverage to the faster growing Chinese market.

Revenue

Specialty Products
Surfactants
Chromium
Inter-segment

2009
£million

2008
£million

194.6
49.2
119.9
–
363.7

181.5
51.1
168.6
(0.7)
400.5

Operating profit
Operating Exceptional
profit
items
£million
£million

Specialty Products
Surfactants
Chromium
Central costs
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18.4
0.1
(18.2)
(26.4)
(26.1)

–
–
28.7
20.8
49.5

2009
Adjusted
operating
profit
£million

18.4
0.1
10.5
(5.6)
23.4

Operating Exceptional
profit
items
£million
£million

29.1
0.5
7.2
(5.3)
31.5

–
–
20.5
–
20.5

2008
Adjusted
operating
profit
£million

29.1
0.5
27.7
(5.3)
52.0
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Brian Taylorson
Finance Director

2.8p

Earnings per share
before exceptional
items

£66m

Net debt at
31 December 2009

Group operating profit, before exceptional items, was
£23.4 million compared to £52.0 million in the previous
year and lower sales volumes were the main cause of the
decline. The Group result benefited from management
actions taken at the start of the year to reduce fixed costs
in response to the sharp downturn in demand. These
actions were estimated to reduce annualised costs by
£16 million, of which approximately £10 million were
considered to be of a permanent nature. Based on the
fact that most of these actions were implemented during
the second quarter of 2009, there remains approximately
£3 million of the savings that will benefit 2010. The result
was also positively influenced by currency movements,
in particular from the strengthening of the US dollar and
euro against sterling, which improved operating profit
by approximately £1.8 million. The Group continued
to hedge its currency exposures during 2009 by selling
currencies forward and, excluding amounts treated as
exceptional items, this also had a positive year on year
impact on operating profit in the year of £2.4 million. In
addition, as a result of the hedging programme, currency
gains of approximately £6 million have been effectively
deferred into 2010 at current exchange rates.
Diluted earnings per share, before exceptional items, was
2.8 pence compared to 9.1 pence in the previous year,
primarily due to the changes in operating profit noted
above. Reported earnings per share, after taking account
of exceptional items noted below, was a loss of 8.3 pence
(2008: gain of 4.5 pence) and the operating result on
the same basis was a loss of £26.1 million (2008: profit of
£31.5 million).
Central costs
Central costs are costs that are not identifiable as
expenses of a particular business, and are comprised
of expenditures of the Board of directors and the
corporate office.
Exceptional items
Total exceptional costs of £49.5 million consist of
£28.7 million charged to the Chromium business and
£20.8 million charged to central costs.

Financial statements

Shareholder information

Chromium
Following a strategic review at the beginning of the
year, the Eaglescliffe chromium plant in the UK was
closed with production ceasing in July 2009 and an
exceptional charge of £28.7 million recorded in the
period. Included within the charge is £16.3 million
related to the anticipated site remediation costs, being
the current estimate calculated in conjunction with
external consultants on the basis of an ongoing full site
survey. The bulk of these costs will be incurred over the
next two years. Employee costs of £6.0 million relate
to severance payments and employee operating costs
associated with the shutdown of the plant. Exceptional
hedging costs of £4.5 million relate to the cost of reversing
forward exchange contracts that were taken out in 2008
in anticipation of foreign currency cash flows arising
from sales made from Eaglescliffe in the second half of
2009. A £1.9 million charge has been incurred in respect
of adjustments to the net realisable value of engineering
stores and other site assets.
Central costs
The Group hedges its currency exposure in any year by
entering into forward contracts during the second half of
the previous year for up to 50 per cent of the estimated
exposure. The significant downturn in sales volumes that
took place towards the end of 2008 caused the Group to
have more forward contracts than underlying exposure
during the first half of the year. The cost of cancelling
these excess contracts was £4.7 million and has been
recorded in central costs as an exceptional item.
Following an investigation by the EU Commission into
heat stabilisers, the Company was notified of a fine of
Euro 14.3 million on Elementis and a further fine of
Euro 18.3 million served jointly and severally on Elementis,
Akcros Chemicals Ltd and other companies owned by
Akzo Nobel. Elementis no longer manufactures such
products and has not done so since 1998, when the
Company disposed of its 50 per cent joint venture
interest in Akcros Chemicals to Akzo Nobel, the other
50 per cent joint venture owner. The Company is
appealing the decision of the Commission to impose
the fines. An exceptional charge of £21.6 million has
been recorded consisting of the full value of the
Euro 14.3 million fine and 50 per cent of the Euro
18.3 million joint fine along with legal costs incurred to
date in defending the Company’s position. The Euro
14.3 million fine was paid on 19 February 2010.
In 2009 a one-time gain of £5.5 million was recorded
in respect of past service credits relating to bridging
pensions between retirement and the state pension age.
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£4.7m

Interest
2009
£million

Free cash flow
from operations

0.8
(2.0)
(1.2)
(3.9)
–
(5.1)

Finance income
Finance cost of borrowings
Net pension finance expense
Discount on provisions

2008
£million

1.8
(4.4)
(2.6)
(0.1)
(0.8)
(3.5)

Net interest increased by £1.6 million in 2009 to
£5.1 million. Net finance interest costs decreased by
£1.4 million to £1.2 million due to lower global interest
rates and an interest refund relating to a tax repayment.
There was net finance cost of £3.9 million associated
with pension schemes (2008: £0.1 million) with the
increase driven mainly by a reduction in pension scheme
assets during 2008. Discount on provisions relates to
environmental provisions which are evaluated on a
discounted basis. The discount amount was adjusted to
zero in 2009 as part of a provision rebalancing exercise.
Taxation
Tax charge

£million

Before
exceptional items
Exceptional items
Total

6.0
(0.2)
5.8

2009
Effective
rate
per cent

32.8
(1.1)
31.7

£million

2008
Effective
rate
per cent

8.2
–
8.2

16.9
–
16.9

In 2009 there was a tax charge of £5.8 million
(2008: £8.2 million), representing an effective preexceptional tax rate of 32.8 per cent (2008: 16.9 per cent).
The increased tax rate reflects both the greater proportion
of Group profit being earned in higher tax paying
jurisdictions following the Deuchem acquisition in
2008 and the reduced availability of tax credits in the
US to offset deferred tax.
Earnings per share
Note 9 sets out a number of calculations of earnings per
share. To better understand the underlying performance
of the Group, earnings per share reported under IFRS
is adjusted for items classified as exceptional. Diluted
earnings per share, before exceptional items, decreased
to 2.8 pence (2008: 9.1 pence).
Diluted earnings per share including exceptional items
(referred to as “reported earnings per share” in other
parts of this report) was a loss of 8.3 pence (2008: profit of
4.5 pence). Exceptional items in 2009 reduced reported
earnings per share by 11.1 pence (2008: 4.6 pence).
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Distribution to shareholders
During 2009 the Group paid a final dividend in respect of
the year ended 31 December 2008 of 1.4 pence per share.
An interim dividend of 1.5 pence per share was paid on
9 October 2009 and the Board is recommending a final
dividend of 1.4 pence per share which will be paid on
28 May 2010.
Cash flow
The cash flow is summarised below:
2009
£million

EBITDA1
Change in working capital
Capital expenditure
Other
Operating cash flow
Pension deficit
Interest and tax
Exceptional items
Other
Free cash flow
Dividends
Acquisitions and disposals
Currency fluctuations
Movement in net borrowings
Net borrowings at start of year
Net borrowings at end of year

36.6
5.2
(8.7)
(1.1)
32.0
(6.9)
(5.6)
(14.7)
(0.1)
4.7
(12.9)
(5.5)
11.6
(2.1)
(63.9)
(66.0)

2008
£million

64.4
(4.5)
(12.8)
2.1
49.2
(7.1)
(4.0)
–
(1.5)
36.6
(12.8)
(46.3)
(25.2)
(47.7)
(16.2)
(63.9)

1 EBITDA – earnings before interest, tax, exceptional items,
depreciation and amortisation

The Group’s net debt increased by only £2.1 million
in 2009 to £66.0 million, despite EBITDA falling from
£64.4 million in 2008 to £36.6 million in 2009 as a result
of the economic downturn. This was achieved through
sensible reductions in capital spending during the
downturn, and by the businesses adjusting their working
capital levels in line with the lower demand patterns.
Changes in working capital generated a positive cash flow
of £5.2 million in the year, which included £7.0 million
from the liquidation of working capital at Chromium’s
UK site as part of the closure programme. In the first half
of the year changes in working capital generated a cash
outflow of £17.7 million, due to the timing of chrome
ore purchases and a build up of inventory at Chromium’s
UK plant as part of the closure programme. But this was
successfully reversed in the second half of the year.
Inventory days at the end of 2009 were 85 (2008: 91)
reflecting a planned reduction in chrome ore stocks
during the year and business initiatives to reduce inventory
levels generally. Debtor days were 50 at the end of the
year (2008: 48) with the small increase being driven mainly
by changes in sales mix. Creditor days returned to more
normal levels (51 in 2009 compared to 78 in 2008) having
increased at the end of 2008 due to a strategic increase in
chrome ore purchases towards the end of 2008 and the
timing of some large payments close to the end of the
year. Spending on exceptional items was £14.7 million in
the year, consisting of £7.6 million on one-time hedging
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costs announced previously and £7.1 million relating
to the Chromium plant closure. In 2010 it is anticipated
that a further £10.4 million will be spent on this
programme. Spending on acquisitions in 2009 of
£5.6 million relates to the acquisition of Fancor and
currency movements in the year reduced net debt by
£11.6 million. The ratio of net debt to EBITDA at the end
of 2009 was 1.8 (2008: 1.0) and increased primarily
because of the lower operating profit.
Balance sheet

Intangible fixed assets
Other net assets
Equity
Net borrowings
Gearing2

2009
£million

2008
£million

210.2
33.8
244.0
178.0
66.0
244.0
27%

227.3
104.9
332.2
268.3
63.9
332.2
19%

2 The ratio of net borrowings to equity plus net borrowings

1.4p

Final recommended
dividend for 2009

Equity decreased by £90.3 million during the year
(2008: increase of £38.4 million) with currency
fluctuations, as both the dollar and euro weakened
against sterling, accounting for £25.1 million of the
decline (2008: £65.8 million increase). Other significant
factors that impacted the net assets of the Group were the
increase in provisions, relating to the Eaglescliffe closure
and the EU commission fines, and the increase in the
pension deficit.
The main exchange rates relevant to the Group are set
out below:

US Dollar
Euro

Year end

2009
Average

Year end

2008
Average

1.61
1.13

1.55
1.12

1.44
1.03

1.89
1.28

Provisions
A provision is recognised in the balance sheet when
the Group has a present obligation as a result of past
events which is expected to result in an outflow of
economic benefits in order to settle the obligation.
At the end of 2009 the Group held provisions of
£56.4 million (2008: £21.8 million).
The Group had a provision for environmental costs of
£17.4 million at 31 December 2009 (2008: £20.0 million)
of which £7.2 million relates to ongoing businesses
(2008: £8.3 million) and the remainder to sites no
longer controlled by the Group. These balances have
been derived using the estimates provided by external
consultants during 2008 which have been adjusted for
actual costs incurred in 2009, with the same consultants
reviewing the potential development of liabilities with
management during 2009. Following the closure of the
Eaglescliffe facility, a separate provision was created for
anticipated site remediation costs and employee costs.
£16.6 million of the provision remained at the year end
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and it is anticipated that £10.4 million will be spent in
2010. Also included within provisons at the year end is
£20.8 million relating to the EU Commission fines.
Pensions and other post retirement benefits
2009
£million

Net liabilities:
UK
US
Netherlands
Other

(43.1)
(19.5)
(1.1)
(5.7)
(69.4)

2008
£million

(12.7)
(29.0)
(1.0)
(6.6)
(49.3)

The Group operates several pension plans in different
countries and a retirement medical scheme in the US.
The largest of these is the UK defined benefit pension
scheme (“UK scheme”) which had a deficit under IAS 19
of £43.1 million at the end of 2009, an increase of £30.4 million
over the previous year. Gross liabilities under the scheme
increased by £67.7 million during the year, principally due
to a decrease in corporate bond yields and an increase in
market inflation expectations. The scheme assets also
increased in the year to £386.4 million (2008: £349.1 million),
partially offsetting the increase in liabilities. The increase was
mainly driven by a positive investment return of 16 per cent
(2008: negative four per cent), as markets recovered from the
sharp downturn experienced towards the end of 2008. Total
contributions made to the scheme in the year, including
deficit payments and service costs, were £7.7 million
(2008: £7.7 million). Discussions with the UK trustees are
ongoing regarding the triennial valuation and funding plan,
based on a valuation date of 30 September 2008. Financial
markets were extremely volatile around that time which
made it a particularly difficult period to carry out a valuation.
It is likely that the triennial valuation will arrive at a deficit value
of £100-125 million, which is higher than the deficit shown in
the Group accounts on an IAS 19 basis at the end of 2008.
There were two main reasons for this difference. The triennial
funding valuation uses a discount rate based on a prudent
estimate of the expected return on the scheme’s assets,
whereas IAS 19 uses a discount rate based on high quality
corporate bond yields. In previous years the discount rates
under these two approaches have been broadly similar, but
during 2008 changes in corporate bond yields increased the
gap between the two rates, which has placed a relatively
lower assessed value on the scheme’s liabilities under IAS 19.
Also, in the months leading up to the triennial valuation date
of 30 September 2008, the financial market expectation for
future price inflation was higher than it was towards the end
of the 2008, further reducing the IAS 19 valuation relative to
the triennial valuation.
The previous triennial valuation was carried out as of
30 September 2005, at which time the Company and
trustees agreed upon a deficit value of £49.5 million and
the Company agreed to make deficit contributions of
£6.2 million per annum until September 2015. Based on
the latest triennial valuation, the Company has indicated
to the trustees that it is willing to increase the deficit
contribution to £8.0 million from 2010 until such time as
the deficit is eliminated.
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As mentioned under “Exceptional items” the Group
recorded a one-time gain of £5.5 million in 2009 relating
to pensions bridging between retirement and state
pension age.
The US pension plan is smaller than the UK scheme,
with assets of $74.5 million (2008: $64.8 million). The
deficit in the plan decreased by $10.2 million, largely
due to a 28 per cent gain on the assets in the year
(2008: 32 per cent loss) as equity markets in the US

Key performance
indicators

The Group’s key performance indicators are a standard
set of measures against which each business reports on a
monthly basis. Incentive plans include targets against the
annual operating plan for operating profit and average
trade working capital to sales ratio.
1. Operating profit/operating margin
Operating profit is the profit derived from the normal
operations of the business. Operating margin is the
ratio of operating profit or loss, before exceptional
items, to sales. The Group achieved an operating profit,
before exceptional items, of £23.4 million for the year
ended 31 December 2009 (2008: £52.0 million). The
Group’s operating margin was 6.4 per cent compared to
13.0 per cent in 2008.
2. Trade working capital to sales ratio
The trade working capital to sales ratio is defined as
trade working capital divided by sales, expressed as a
percentage. Trade working capital comprises inventories,
trade and other receivables and trade and other payables.
It specifically excludes prepayments, capital or interest
related receivables or payables, working capital related to
acquisitions made in the year, changes due to currency
movements and items classified as other receivables
and other payables. The Group’s trade working capital
to sales ratio at 31 December 2009 was 27.7 per cent
(2008: 19.6 per cent).

Operating profit/operating margin

recovered from the 2008 downturn. This gain is greater
than for the UK scheme because the US plan has a larger
percentage of its assets in equities. Plan liabilities were
similar to the previous year because assumptions for
US inflation, corporate bond yields and mortality rates
remained unchanged.
The other schemes are smaller than the UK and US pension
plans and showed only modest changes in deficit values.

3. Return on operating capital employed
The return on operating capital employed is defined as
operating profit before exceptional items divided by
operating capital employed, expressed as a percentage.
Operating capital employed comprises fixed assets
(excluding goodwill), working capital and operating
provisions. Operating provisions include self insurance
and environmental provisions but exclude restructuring
provisions and retirement benefit obligations. The Group’s
return on operating capital employed was 13.0 per cent
for the year ended 31 December 2009 (2008: 31.9 per cent).
4. Lost time accidents
A lost time accident (“LTA”) is any work related injury or
illness sustained by an employee or directly employed
contractor whilst working at the Group’s premises that
results in greater than three days lost, excluding the day
of accident. There were two LTAs in 2009 (2008: three).
5. Contribution margin
Contribution, which is defined as sales less all variable
costs, divided by sales and expressed as a percentage
is the definition of contribution margin. The Group’s
contribution margin in 2009 was 31.6 per cent
(2008: 33.7 per cent).
6. Operating cash flow
The operating cash flow is defined as the net cash flow
from operating activities less net capital expenditure but
excluding income taxes paid or received, interest paid
or received, pension contributions net of current service
cost and exceptional items. In 2009 the operating cash
flow was £32.0 million (2008: £49.2 million).

Operating cash flow

Before exceptional items
%
15
10
5
2007
£38.1m
Operating profit (£m)

12

Elementis plc

2008
£52.0m

2009
£23.4m

Operating margin (%)
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2007
£47.0m

2008
£49.2m

2009
£32.0m
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Risk management framework and review
The Board is ultimately responsible for the management
of risk in the Group. With guidance from management
and advisers, where appropriate, it sets the tone for
the Group’s policies on risk, appetite for risk and levels
of risk tolerance and specifically approves: the Group’s
insurance programme and risk management policies
and plans; significant insurance and/or legal claims
and/or settlements; major acquisitions, disposals and
capital expenditures; and the Group’s Annual Operating
and Three Year Plans. The day to day management
of risk is delegated to the executive directors and the
management team, who have specific responsibility for
ensuring compliance with and implementing policies
at corporate, divisional and business unit level. The
Board retains an oversight role and has a schedule of
matters specifically reserved to it for decision, with
strict delegation of authority limits that have been
communicated throughout the businesses and are
well understood by the management team and
business leaders.
During 2009, the Chief Executive, Finance Director and
the rest of the senior management team (comprising
the business managing directors and other functional
heads) met formally 11 times to review business strategy
and performance, including matters concerning risk
management, where appropriate. Management reports
key risk management activities to the Board at least four
times a year, with further reports on an ad hoc basis as
appropriate. The first report was in June to present the
Group’s insurance renewal proposals and highlight any
significant change in insurance underwriters’ perception
of the organisation from a risk transference standpoint.
The second briefing in October involved presentations
from the businesses on health, safety, environmental
and legal risks. In December, a summary of the Group’s
risk management processes, including a summary of
the key risks identified by management during its formal
annual review of risk and risk management activities, was
presented to the Board for approval. At the December
Board review, business and corporate risk maps prepared
by management were discussed and approved. These
risk maps summarise key risks from a list of risks identified
by the businesses and are categorised and ranked
according to severity and likelihood, along with actions
recommended or implemented to reduce or eliminate
the risk. The Board then reviewed and approved the
disclosures on principal risks and uncertainties and the
description of risk management activities in each Annual
Report, as well as the statement on internal control, at its
meeting in February.
At its other meetings during 2009, the Board discussed
other risks related to the triennial valuation of the UK
pension fund, the economic downturn and the Group’s
borrowing facility and associated covenants. In addition
to the presentation of legal risks at its meeting in October,
the Board receives legal reports at its February and July
meetings, as part of the general review and approval of
the respective preliminary results announcement and
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Annual Report and the interim management report and
half year results. The Board is kept appropriately advised
throughout the year of any material legal issues or
developments that may arise.
Another important part of the Board’s approach to risk
management concerns the Company’s system of internal
control and the processes that have been put in place
to manage the associated financial, operational and
compliance risks and keep them under review. A key
aspect of the internal control framework is the internal
audit service and the role of the Audit Committee. The
report of the Audit Committee, including a description of
its role, and the statement on internal control are set out
in the Corporate governance report on pages 27 and 28.
The Group carried out a benchmarking exercise of its risk
management processes last year, comparing its processes
and standards with the UK Risk Management Standard
(“Standard”), issued by the Association of Insurance and
Risk Managers and the Institute of Risk Management.
One or two areas of improvement were identified, which
have since been addressed, but otherwise the Group
is considered to have met most of the requirements
of the Standard which are that the Group is aware of
the need for sound risk management procedures and
demonstrates strong risk awareness and a culture built
around mitigation wherever possible. In 2009 the Group
continued to invest time and resource across a range
of risk management strategies. These included actions
to reduce the severity and likelihood of some risks, and
working closely with the Group’s insurance broker and
major insurer to transfer other risks. However, despite best
efforts, it is recognised that there remains the possibility
that an identified risk may turn into a reality, or that a
previously unidentified risk manifests itself, causing loss
to the Company. Elementis has an established Business
Continuity Plan (“BCP”) to help ensure that the business
can continue to operate in the event of a major incident
or crisis. The BCP is embedded throughout the
organisation and is periodically tested, audited and
subject to continual improvement.
Commercial risk
The main risk and uncertainty currently facing the
Group’s businesses is the extent to which the economy
can recover from the recent economic recession and
the threat of a double-dip recession in 2010. However,
the actions taken by management in 2009 have lowered
the business’s cost base, thereby making it more resilient
against the effects of a further deterioration in economic
conditions. The geographical spread of customers
and the breadth of product applications help to reduce
the Group’s exposure to local economic downturns.
The closure of the UK chromium facility in 2009 has
reduced the exposure of the Chromium business to
economic downturn as the remaining US business’s
manufacturing base is better able to maintain margins
because of its more flexible production facilities and
more differentiated products.
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Principal risks and uncertainties
continued
Regulatory risk
Regulations such as REACh (the EU’s regulations
concerning the Registration, Evaluation, Authorisation
and Restriction of Chemicals) could affect sales of some
chemicals. The Group mitigates this risk by ensuring that
all of its products are fully compliant with the REACh
regulations. There is also a risk that new regulations
could restrict the Group’s sales of some of its products
or cause customers to look for alternative products.
The Group mitigates this risk by continually seeking to
diversify its product range and to develop products that
meet or anticipate its customers’ needs, including any
regulatory concerns.
Raw materials and energy risks
A significant part of the Specialty Products business
depends on hectorite clay from the Group’s own open
pit mine in California. While this provides a secure source
of clay, there remains a risk from the exposure to flash
flooding and earthquake, which are known to have
occurred in the past in that region and so may recur in
the future. Sufficient inventory of mined clay is held at the
surface level to minimise the impact and disruption that
such an event might cause.
The Chromium business is particularly sensitive to energy
pricing. Climate change regulations designed to reduce
carbon dioxide emissions from fossil fuels as well as global
supply/demand trends for energy could make energy
more expensive in the future. To mitigate this, the Group
works continually on improving energy efficiency and to
secure stable energy supplies through hedging contracts
and by investing in a capability to use multiple sources
of fuel.
IT risk
The Group is highly dependent on IT systems for
managing its businesses. There is the ever present
threat of a security breach and disruption to voice and
data infrastructure, which is a risk common to many
organisations. The Group has an ongoing review
programme in place to ensure that systems are updated
and maintained adequately and in a timely manner.
Overall Elementis is confident that it has a high level of
resilience in its IT systems and infrastructure, and that
IT management has adopted good industry practices
for protecting against malicious attacks and operational
downtime from other non-malicious problems including
fire, natural perils and staff unavailability.
Legal, governance, compliance and insurance risk
Other risks faced by the Company include governance
and compliance risk. Lack of Board oversight and
processes or ineffective management teams can lead
to significant financial loss or loss of strategic direction.
These risks are mitigated by regular Board meetings with
a comprehensive agenda, regular evaluations of Board
and management team members and regular Board
reviews of strategy, business plans and compliance
programmes. Like many companies, the Company’s
UK pension fund has seen the size of its deficit increase
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over the past few years, largely as a result of changes in
assumptions that are used in the valuation of pension
liabilities, such as the rate of mortality, as well as
depressed equity prices and bond yields. Changes to
these assumptions or to pensions legislation could have
a material impact on the size of the pension fund deficit
and the Company’s ongoing funding liability.
Breach of anti-trust, HSE or other laws or regulations
from historical or ongoing operations can lead to a major
financial loss, public censure or both, thereby damaging
the creditworthiness and or reputation of the Company;
either of which can damage the Company’s long and
short term market value. These risks are mitigated by
our risk management programmes, including: webbased compliance training for employees; regular HSE
compliance audits, supported by external advisers and
the internal audit service; and insurance.
In terms of the key legal risks, there is a risk of material toxic
tort, environmental and other claims from historical and
ongoing operations. Some of these risks, in the case of
previously owned operations, may be mitigated or reduced
as a result of continuing warranties or indemnity provisions
negotiated when such operations were disposed of.
Despite having insurance in place there is always the
possibility of an under-insured or uninsured claim and, in
the extreme, an insured limit might be exceeded. However,
Elementis has a robust programme in place to actively
manage and defend against legal action or claims relating
to its operations, products and manufacturing facilities.
The programme is led by the Group General Counsel, who
is supported by an in-house team and professional advisers.
Litigation reports are reviewed regularly by the Board.
In connection with the EU investigation into competition
issues relating to heat stabilisers, the outcome of that
investigation and the Company’s response to it is
described in the Chairman’s statement.
Treasury policies and objectives
Treasury activities are governed by policies and
procedures approved and monitored by the Board.
The Group operates a central treasury function which
manages and monitors external and internal funding
requirements and the following treasury risks:

•
•
•

Credit risk,
Liquidity risk,
Market risk.

These risks and the Group’s policies to manage them are
set out in Note 22 to the Financial Statements.

Brian Taylorson
Finance Director
23 February 2010
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CORPORATE SOCIAL RESPONSIBILITY

Elementis places great emphasis on protecting people and the
environment from harm. The Board considers that compliance with all
applicable laws and regulations, and the effective management of health,
safety and environmental (“HSE”) issues, are critical to the long term
success of the Group. In addition to legal and regulatory compliance, and
a moral duty to maintain high standards in HSE and ethical performance,
attention to these aspects of our business, including stewardship of
our products through their life-cycle, also makes good business sense
to minimise the costs associated with poor performance and the risk of
damage to reputation and brand. It is the policy of Elementis to promote
honest, ethical and lawful conduct by all employees, officers and directors
of the Group in all aspects of the business.

Elementis joined the
FTSE4Good Index in
September 2009

Business conduct and ethics
The Board has adopted and disseminated throughout
the Group an Elementis Code of Business Conduct and
Ethics (the “Code”) and an Anti-corruption Policy (the
“Anti-corruption Policy”). The aim is to help employees
understand the Group’s standards of ethical business
practices and to stimulate awareness of ethical and legal
issues that may be encountered in carrying out their
responsibilities. In addition, Group businesses are
expected to require independent contractors, consultants,
agents and sales representatives who represent the
Group to agree to the same high standards as the
Group’s employees while working on Group business.
The Code requires all employees to comply with
applicable laws, governmental rules and regulations,
including making full, accurate and timely disclosures in
the periodic reports required to be filed by the Group with
regulators and in other public communications made by
the Group. The Anti-corruption Policy prohibits the giving
of anything of value to any person in government or stateowned companies, a political party or persons holding
public office, including candidates, or performing public
duties in order to obtain or retain business or secure an
improper advantage with respect to any aspect of the
Group’s business.
Employees are required to adhere strictly to the Code and
to report any violations of the Code or the Anti-corruption
Policy promptly to a responsible supervisor, the Group
General Counsel or other appropriate internal authority.
In order to help employees comply with the Code and
Anti-corruption Policy, clear guidance is given on matters
such as competition law, bribery, political donations,

the giving and receiving of gifts, conflicts of interests
and Group whistleblowing procedures. In addition, the
Code is supported by a non-retaliation policy to protect
employees who communicate bona fide concerns
relating to lawful or ethical business conduct, and audit
or accounting procedures or other related matters.
As well as policies and guidance, the Group recognises
the importance of providing training. Web-based,
modular training courses, designed in conjunction with the
Integrity Interactive Corporation, are offered to employees
across the Group. Some of these courses are mandatory
for all employees, such as training on the Code, and others
are only mandatory depending on the job role or position.
These courses include topics such as Mutual respect in
the workplace, Human rights, Environmental stewardship,
Anti-trust, Privacy and data protection and Financial
integrity. On-site training, for example on health and safety,
is also provided.
The Group General Counsel is responsible for ensuring
adherence to the Code, Anti-corruption Policy and all
matters related to business conduct and ethics, and
legal and regulatory compliance.
HSE leadership
The Group Chief Executive takes leadership of HSE matters
at Board level with direct lines of reporting from the
operational facilities. This includes formal monthly
reports on HSE performance and rapid notification
of HSE incidents wherever they may occur throughout
the world. A manufacturing council, comprising senior
manufacturing and HSE managers, reviews performance
monthly, sets standards and initiates improvements.
Annual report and accounts 2009
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Elementis policy on HSE
Elementis conducts business globally with the highest
concern for the health and safety of our employees,
contractors, customers, neighbours and the general
public and for the environment in which we operate.
Elementis seeks to identify and eliminate occupational
health hazards, is committed to providing a safe
workplace for all employees and strives for zero
injuries as part of our continual improvement process.

The chart below illustrates our performance over the last
five years. This clearly demonstrates that the Elementis
culture has the right discipline and focus on safety as we
continue to work towards an injury free workplace.
Recordable incident rate
Recordable incidents per 200,000 hours worked
2.0
1.0

Elementis operates facilities to minimise impact on the
environment. We view compliance with all applicable
legal requirements and other codes of practice as our
minimum standard. Our sustainable development
strategy requires that we work proactively to reduce
emissions, minimise waste from our processes, conserve
valuable natural resources and ensure responsible
product stewardship up and down the supply chain.
Elementis recognises the importance of communication
with all interested parties and is committed to open
dialogue with our neighbours, contractors, customers
and the general public about our operations.
The Board and senior management of Elementis are
committed to this policy and continually monitor
performance to ensure its implementation.
Working towards an injury free work environment
Our principal measure of performance is recordable
incidents1. Recordable incidents are work related injuries
and illnesses that require medical treatment beyond first
aid. An important sub-set of recordable injuries is lost time
accidents (“LTAs”), which generally reflect on the severity
of such injuries and illnesses. Given the low frequency of
LTAs we use recordable incidents as our standard measure.
In 2009, as a result of effective design of working practices,
good leadership from management and safe behaviours,
we were able to limit recordable incidents to just nine
globally. Of these one was in the UK, four were in the US,
two were in the Netherlands and two were in China. While
all recordable injuries are regrettable, it is encouraging to
note that the level of severity was at the low end of the
spectrum, with no injuries with longer term effects on the
employees involved.

0.69

Recordable incident
rate per 200,00 hours

The recordable incident rate for 2009 was 0.69 per
200,000 hours worked (2008: 0.73). Given the low number
of incidents, the slight improvement in rate, while
welcome, shows consistency rather than statistical
significance. Based on American Chemistry Council
statistics, our recordable incident rate continues to rank
amongst companies that are generally viewed as “best
in industry”.

1 As defined by the Occupational Safety & Health
Administration (“OHSA”) in the US
2 Reported last year as two in error
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Using the UK Health & Safety Executive’s definition of
LTAs (greater than three days lost, not including day of
incident), two of the recordable incidents were classed as
LTAs in 2009 (2008: three2), giving a rate of 0.08 LTAs per
100,000 hours worked (2008: 0.12).
We have contractors working at our sites and place great
emphasis on their safety. Through effective control of
contractors, ensuring they comply with Elementis safe
systems of work and their own efforts, performance
is comparable to that for Elementis employees. The
contractor recordable incident rate in 2009 was 0.63 per
200,000 hours worked (2008: 1.01).
Safety goal
Our goal remains zero recordable incidents, with
continual improvement in the health and safety of our
employees leading to year on year improvement in
safety performance.
Commitment to the environment
As stated in our HSE policy we are committed
to minimising the impact of our facilities on the
environment. We believe that we have achieved a
high level of environmental performance, with a
corresponding low level of environmental incidents.
As well as complying with environmental regulatory
reporting requirements, Elementis records and
categorises incidents into tiers based on the severity
of the incident on the environment or actions taken by
regulatory authorities. Tier 3 incidents are those that have
an impact on the environment and require reporting to
an external authority, who are likely to take action. Tier
2 incidents have a minor impact and require notification
but are likely to result in minimal or no action by the
authorities. Tier 1 incidents require no external reporting
and are recorded internally and investigated so that
continual improvements can be made to reduce the
likelihood of future Tier 2 and Tier 3 incidents.
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In 2009 Elementis had excellent success in preventing
environmental incidents: there were no Tier 2 or Tier 3
incidents (2008: zero Tier 2, one Tier 3). As noted above
we do not report Tier 1 incidents externally as these are
treated as operational learning opportunities rather than
non-compliances.
Environmental performance
Emissions to air, discharges to water and waste disposal
are regulated by external authorities and controlled
carefully within Elementis. The table below shows our
performance in this area as well as our water and energy
usage over the past three years.

0.08

Lost time accident rate
per 100,00 hours

It should be noted that the data presented in the table
below is, in part, a function of production output. In
2009 the closure of the Eaglescliffe facility, in addition
to generally reduced production levels elsewhere in
the Group, had a major one-time impact on emissions,
waste, and water and energy consumption. The columns
showing per tonne of production are affected by changes
in the product mix and plant efficiencies. In 2009 there
were significant changes in these variables due to the
closure of Eaglescliffe and temporary plant shutdowns in
response to the economic downturn. Furthermore, as is
standard practice in the chemical industry, some emission
values may be calculated from energy use or based on
samples rather than continuous monitoring. However,
environmental emissions, discharges and solid waste data
are subject to periodic internal audits to ensure accuracy
and consistency of reporting.
Emissions to air
Elementis is aware of the global need to reduce
greenhouse gas (“GHG”) emissions, such as carbon
dioxide (“CO2”), because of its link to global warming,
and is committed to reducing, wherever it can, its
emissions of GHGs. The Group complies with relevant
national CO2 reduction schemes and is preparing for new
schemes, such as the Carbon Reduction Commitment
cap and trade scheme in the UK, and the Greenhouse Gas
Reduction Rule, which will apply to some of our facilities
in the US. The closure of the chromium chemicals site at
Eaglescliffe, UK, will reduce significantly the Group’s CO2
emissions going forward.
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The Group’s operations also result in some emissions of
the oxides of sulphur and nitrogen, which can cause acid
rain. Volatile organic compounds, where emitted, can
damage soil and ground water or combine with nitrogen
oxide to cause smog. However, all these emissions are
controlled to comply with regulatory permits and, as the
volumes are not considered to be significant, they are not
reported here.
Discharges to water
Maintaining the water quality of the areas in which we
operate is a regulatory issue and vital to protect the
ecosystems and communities in which we operate. The
Group’s production activity generates process effluent
with low concentrations of organic material that is
discharged to water. This is measured as chemical and
biological oxygen demand. These are regulated by
external authorities and managed carefully by Elementis.
However, the volumes of these discharges are not
considered to be significant and are not reported here.
In 2009, the plant in Charleston, West Virginia, completed
major capital improvements to the wastewater treatment
plant, allowing the process effluent to discontinue flow to
the Charleston publicly owned treatment works (“POTW”)
and be discharged directly to the Kanawha River. This
work was completed as part of a consent order with
the City of Charleston to resolve treatment issues that
the POTW had experienced with its treatment plant (as
reported last year).
Any emissions to air or discharges to water above
regulatory permitted levels will continue to be reported
each year under environmental incidents.
Water consumption
With the exception of the Hectorite mine in California,
the Company does not operate in areas of extreme water
shortage. Nevertheless, water is a valuable resource and
the Company recognises the global need to conserve
water. Water consumption is minimised where possible
by treatment and recycling.

Environmental performance
2009
Per
Absolute
tonne of
‘000 production

CO2 emissions (tonnes)
Water consumed (m3)
Energy consumed (GJ)

206
1,263
4,306

1.01
6.21
13.5

Per 1,000
Absolute tonnes of
‘000 production

Hazardous waste disposed (tonnes)
Non-hazardous waste disposed (tonnes)*

3.02
87

2008
Per
Absolute
tonne of
‘000 production

408
2,202
6,964

1.06
5.90
13.6

Per 1,000
Absolute
tonnes of
‘000 production

14.86
426

1.23
180

3.18
465

2007
Per
Absolute
tonne of
‘000 production

361
1,997
6,676

1.01
7.15
12.8

Per 1,000
Absolute tonnes of
‘000 production

1.04
155

2.99
444

* The data for 2007 and 2008 have been restated because of an omission made in error last year
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Energy consumption
Conserving energy is important for sustainable
development. The use of fossil fuels in energy production
results in GHGs, which may contribute to global warming.
There is also the added incentive that energy is an
expensive resource and its efficient use has a significant
effect on the cost of production. As the Group uses a
range of fuel sources purchased conventionally in a
variety of units, we report usage in gigajoules (“GJ”) to
provide consistent energy units. Energy consumption
in the Chromium business reduced by 40 per cent
compared to 2008, partly due to the closure during the
year of the Eaglescliffe plant in the UK and partly due to
reduced working in the US in response to the economic
downturn. In the Specialty Products and Surfactants
businesses, energy consumption reduced by 30 per cent,
partly due to temporary site closures in periods of low
demand. The production of chromium chemicals
accounts for just over 70 per cent of the energy
consumption in the Group (2008: just under 80 per cent).
This figure is expected to reduce further as a result of
the closure of the Eaglescliffe facility.
Solid waste
The Company is committed to minimising the quantity
of all types of waste. The quantity of hazardous waste
resulting from operations in Elementis has reduced
significantly over the last decade. The increase in 2009
is due to some specific site remediation projects: the
dismantling of a rotary hearth at the Corpus Christi facility
and removal of contaminated soil at the Charleston
facility that occurred under a previous owner of the site.
The low level that remains from Elementis operations
is highly controlled and subject to licensed disposal.
Non-hazardous waste is minimised and recycled as far
as possible. Non-hazardous waste is predominantly the
inert residue from the chromate kiln operations, which is
deposited in our own licensed landfill sites adjacent to the
manufacturing facilities. Alternative or recycled uses have
been explored but to date there is no technically viable
commercial alternative to landfill. However, the cessation
of chromate kiln operations at the Eaglescliffe facility will
reduce significantly the volume of non-hazardous waste
going to landfill.
The Group encourages the re-using, reduction and
recycling of general office waste and recycling schemes
are in place at various office locations. The amounts of
general office waste is not reported separately from
non-hazardous waste as the volumes are not considered
to be significant.
Environmental target
Our target is to comply with all environmental regulations
and permits, with zero environmental incidents classed
as Elementis Tiers 2 and 3. Beyond that we will strive for
continual improvement in standards to reduce our impact
on the environment.
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HSE hazards and risks
Elementis is committed to identifying hazards and
reducing risk to people and the environment.
New equipment and plant modifications are subject
to HSE review including, where appropriate, hazard
and operability studies. A formal modification control
system is employed to ensure that changes to plant
and equipment are approved with due consideration of
risk as well as financial cost. To provide assurance that
equipment is installed and maintained in a safe condition,
process safety auditing has been added to the corporate
HSE audit programme.
The Group has a set of policies to cover life critical
activities such as working at heights and in confined
spaces. Many sites are certified to external standards such
as ISO 14001, OHSAS 18001 and OSHA VPP. Maintenance
is conducted under permits to work, which require risk
assessments that are either documented or based on the
knowledge and experience of the operations supervisor.
A well established, mandatory incident reporting system
records HSE incidents (including near misses) worldwide
throughout Elementis. A structured investigation process
is then adopted to establish root causes and implement
effective corrective actions. Learning from these incidents
is then shared across the Group through conference calls
and safety alert bulletins. The aim is to help prevent similar
incidents occurring elsewhere and, in the case of repeat
occurrences, to identify trends for further action.
Major hazards and risks (including those from natural
perils) are identified and included in the section on
Principal risks and uncertainties.
Continual improvement in HSE
Each site has an annual plan including HSE objectives
that is intended to have a positive impact on safety.
These plans are drawn up in conjunction with the
manufacturing council who then monitors performance
and provides guidance to achieve the desired results.
Social responsibility
The Group Chief Executive has Board level responsibility
for social and community matters, although day to day
responsibility is delegated to the business managing
directors.
Elementis recognises the international standards for
human rights and strives to ensure equality of opportunity
and fair rewards for expertise and knowledge at all its
locations globally. Details of our employment policies
and information about employee communication
are summarised in the Directors’ report on page 22.
The Company also recognises that its employees and
contractors, customers and suppliers (where relevant),
have a right to expect the Group to respect their wider
fundamental human rights and is supportive of this view.
The Group’s Code of Business Conduct and Ethics sets
standards and provides guidance to ensure that, wherever
relevant or practicable, consideration is taken in business
decisions of the wider fundamental human rights of all
employees, contractors, customers and suppliers.
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The Company undertakes regular customer satisfaction
surveys and also has a customer service policy with key
account management operated to ensure that the views
of our customers can be taken on board with regard to
HSE matters. The Group is open to collaborating with
customers to develop new products and is currently
undertaking collaborative research to develop “greener”
alternatives for use in the products we manufacture.
This kind of research is still at a very early stage but it
demonstrates our commitment to reduce the impact of
our operations on the environment.
Our global procurement team is primarily responsible
for engaging with and encouraging suppliers to
promote social responsibility within their supply
chains. A groupwide employee training programme
is in place which includes courses on Mutual Respect,
Environmental Awareness in Manufacturing and
Environmental Stewardship.
Elementis also takes care to ensure that its activities do not
cause long term damage to the biodiversity in the areas
where it has operations. In this regard, the Group has
policies and systems in place to ensure full compliance
with environmental requirements.

£33,445
Group charitable
donations made
in 2009

In September 2009 Elementis was recognised as having
met the corporate responsibility criteria for inclusion
in the FTSE4Good index – a leading global responsible
investment index.
Product stewardship
Elementis recognises its responsibility to ensure that its
products are safe for intended use, transport and the
environment throughout the product life cycle. Safe use
is guided by long experience of many of our products
in conjunction with third party studies and regulatory
requirements. Information is provided via technical
bulletins, safety data sheets and labelling – supported
by discussion with our customers and suppliers, and
participation in studies by industry associations.
We continuously adopt a consistent and coordinated
approach to regulatory matters concerning our products
at global, national and regional levels which complement
industry voluntary efforts. Where new regulations are
required, we believe they should be based on established
scientific risk assessment and risk management
principles. They should be predictable, flexible and
capable of responsibly addressing society’s economic,
environmental and safety requirements.
The Group is fully engaged in the new European
REACh programme with more than 700 substances
pre-registered to cover products manufactured in
Europe, imported products and required raw materials.
To support our global customers and markets, we
implemented a structure to enable us to provide “Only
Representative” services under REACh to cover imports
into Europe by Group entities and key customers, and
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we created a framework to cover “re-imports” into Europe.
The Product Stewardship team is involved in many
consortia coordinating the REACh registration of our most
important product categories. We will continue providing
active support to consortia and organisations such as
CEFIC (European Chemical Industry Council) and SIEF
(Substance Information Exchange Forum) as appropriate.
Elementis expects to meet all its REACh registration
requirements by the deadline set for the current phase in
REACh, which is November 2010.
In addition to complying with the REACh regulatory
requirements for its products, Elementis is implementing
new systems, assessments and documents to comply
with the United Nations Globally Harmonised System
(“UN GHS”) for classification and labelling rules in many
countries around the world. Specifically in the European
Union, Elementis is putting in place the structure and IT
tools to accommodate compliance with the European
Regulation on the Classification, Labelling and Packaging
of Substances and Mixtures (CLP Regulation), which is
the EU implementation of the UN GHS criteria required by
December 2010.
Community involvement
Elementis works with local communities to provide
information on its activities and be a responsible
neighbour. The Company provides focussed support for
children and disadvantaged groups, and encourages
employees to be active in their communities through
volunteer work or fundraising.
Including donations made in the UK, which are disclosed
on page 24, the Group made charitable donations worth
more than £23,693 in 2009 (2008: £15,400) to 35 (2008:
34) different organisations supporting various causes in
and around the locality of our offices and plants in the US
and UK. Organisations and groups supported last year
include local youth and sports clubs, schools, arts groups,
hospice and other welfare related groups, and medical
research and health related charities. In addition to the
above amount, our business donated a further £9,752 to
charities in Taiwan including to the Red Cross relief effort
for victims of the Typhoon Morakot floods.
The Company also operated a payroll giving programme
in the UK and, for over ten years, the Eaglescliffe operations
in Stockton-on-Tees have leased at peppercorn rent
116 acres of land to a local ecology and conservation study
group which is used by schools to conduct environmental
studies and as a calming, learning environment for children
with emotional and behavioural difficulties. Some of our
employees act voluntarily as officers of the group. The
conservation group has in recent years set up partnerships
with two local schools who use the site as Forest School
classrooms where children can learn about ecology and the
natural environment.
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FINANCIAL CALENDAR
23 February 2010

Preliminary announcement of final results for the year ended 31 December 2009

22 April 2010

Annual General Meeting and First Interim Management Statement

28 April 2010

Ex-dividend date for final dividend for 2009 payable on ordinary shares

30 April 2010

Record date for final dividend for 2009 payable on ordinary shares

28 May 2010

Payment of final dividend for 2009 on ordinary shares

2 August 2010*

Interim results announcement for the half year ended 30 June 2010

8 September 2010*

Ex-dividend date for interim dividend for 2010 payable on ordinary shares

10 September 2010*

Record date for interim dividend payable for 2010 on ordinary shares

8 October 2010*

Payment of interim dividend for 2010 on ordinary shares

29 October 2010*

Second Interim Management Statement

28 February 2011*

Preliminary announcement of final results for the year ending 31 December 2010

* Provisional dates

ANNUAL GENERAL MEETING
The Annual General Meeting of Elementis plc will be held on 22 April 2010 at 11.00am at The City Presentation Centre, 4 Chiswell Street,
London EC1Y 4UP. The Notice of Meeting is included in a separate document. Details of the ordinary and special business of the Annual
General Meeting are contained within the Notice.
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