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ELEMENTIS PLC

Based in London, the role of the Group
holding company is to:

—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 investment drivers

- Specialty Products contributed 59 per
cent of Group revenue and 65 per cent
of operating profit before exceptional
items in 2011, with operating margins
of 20 per cent.

—Specialty Products has a significant
exposure to emerging markets in
Asia as well as a growing exposure
to Latin America.

—Specialty Products has a strong
reputation for customer service,
technical supportand innovation,
with a robust new product pipeline.

—Specialty Products has a diversified
portfolio of proprietary technology;
its products have many end users and
awide range of applications and are

essential to its customers’ performance.

—Chromium business operates a robust
business model, with high capacity
utilisation, stable earnings and
cash flow, and high operating margins.

—The Group has a strong balance sheet
and isin a net cash position at the end
of 2011; dividend is growing and the
management team is experienced
and well regarded by investors.

(All percentage figures quoted are based
on 2011 revenue.)

OUR SPECIALIST BUSINESSES

Employees

850+

Global locations

24

Percentage of Group revenue

ELEMENTIS SPECIALTY PRODUCTS

What we do

The Specialty Products division provides high value functional additives to the
architectural and industrial coatings, personal care and oilfield drilling markets
thatimprove the flow characteristics and performance of our customers’
products or production processes. The business has a significant expertise in the
science of rheology, which inits simplest form means our technology imparts
thickness and viscosity control. Forexample, paint without rheological additives
would have the consistency of water, but paint with our additives is smooth,
homogeneous and has a controlled, even spread on a surface. The same
requirements for rheological additives exist in personal care products, such

as creams and lotions, and in oil and gas drilling applications, providing the
stable viscosity required to extract material during the drilling process.

In addition to rheology additives, the business provides a comprehensive
portfolio of specialty additives toits customers, including defoamers,
colourants, dispersants and tinting systems, waxes and surface active additives.

Key strengths

The Specialty Products business provides an excellent growth platform with its
balanced geographical exposure across mature and emerging economies, strong
technology base and strategic market diversification. The business has a significant
technical service and application support presence in all its markets, which has
been built on long term relationships of trust, collaboration and technical expertise.
The business's differentiated technology and new product innovation is supported
by “bestin class” process technology and tightly held manufacturing know how.

We own and operate the only rheology grade hectorite mine in the world, which
owing toits unique properties makes hectorite a premium raw material used in many
of our products.

Key products

Rheological additives/modifiers

High performance dispersing agents

Flow and levelling additives

Other specialty additives and resins

Organoclays

Colourants and pigments

Defoamers and coalescing agents

Wetting and slip agents

Lanolinand other natural oil derivatives

Key sectors

Architectural coatings: homes, offices and similar environments

Industrial coatings: protective applications in automotive, containers, furniture,
flooring, marine, plastics and construction

QOilfield: drilling and fracturing fluids utilised in oil and gas exploration activities
Construction: concrete, plasters, mortars, renderings, stuccos, flooring systems
and building adhesives

Personal care: antiperspirants, nailenamels, mascara, make-up, eye shadow,
lipsticks, creams, lotions and suncare products

Supply chain

Top ten customers represent 26 per cent of divisional sales
Competitors range from multinationals to privately owned enterprises
Key raw material suppliers are for clays, quaternary amines and other
chemicalintermediates

Keyfacts

The Group's largest and most profitable division

Employs over 850 people

Operates from 24 locations worldwide

Ten manufacturing locations in the United States, Europe and Asia Pacific

Percentage of Group operating profit
before exceptional items

599 65%



Employees

250+

Facilities in the
United States

5

Percentage of Group revenue

t29%

ELEMENTIS CHROMIUM

Whatwe do

The Chromium business provides chemicals to its
customers that make their products more durable
in applications, such as aerospace alloys, timber
treatmentand leather production.

Key strengths

The business benefits from aflexible and cost
competitive operating footprint capable of delivering
stable earnings and cash flow over a broad range of
economic conditions. The business focuses on key
regional sectors and value added product offerings
and retains a strong geographical presence in North
America, where it has a unique product delivery
system, with export sales to South America, Europe
and Asia Pacific.

Key products

Chromic acid

Chromic oxide

Sodium dichromate

Liquid chrome sulphate

Key sectors

Leathertanning

Metal finishing

Timber treatment

Chrome metal alloys

Ceramics/refractory

Supply chain

Top ten customers represent 52 per cent of
divisional sales

Competitors: one quoted multinational company
and a number of privately owned producers

Key raw material suppliers are for chrome ore,
soda ash and sulphuric acid

Keyfacts

Employs over 250 people

Operates from five locations in the United States

Percentage of Group operating profit
before exceptional items

41%

Employees

150+

Shares
manufacturing
plantin Delden,
Netherlands with
Elementis Specialty
Products

Percentage of Group revenue

FD%

ELEMENTIS SURFACTANTS

Whatwe do

The Surfactants business manufactures a wide
range of surface active ingredients and products
thatare used as intermediates in the production
of chemical components. Our products have
many applicationsand are usedin alarge
number of industries and sectors, such asin
oilfield services, household, textiles and leather
and other niche markets.

Key strengths

The strengths of the business are in its flexibility and
ability to produce a wide range of complex products,
oftenin relatively small quantities, customised to
meet our customers’ requirements.

Key products

Range of surface active ingredients

Key sectors

Oilfield production chemicals

Construction chemicals

Agro-chemical and animal feed markets

Pharmaceutical ingredients

Textiles and leather

Plastics and resins

Household

Resin and polymer emulsification

Supply chain

Top ten customers represent 68 per cent of
divisional sales

Many competitors from multinationals to privately
owned enterprises

Uses ethylene and propylene oxides, nonylphenal
ethoxylate and fatty alcohols to manufacture
its products

Keyfacts

Employs over 150 people

Shares manufacturing plantin Delden, Netherlands
with Elementis Specialty Products

Percentage of Group operating profit
before exceptional items

F4%



AT A GLANCE

WHO WE ARE

Elementis plc (the “Company”)
is a global specialty chemicals
company with operations
worldwide that serve customers
in North and South America,
Europe and Asia Pacificina
wide range of markets and
sectors. The Company has a
premium listing in the UK on
the London Stock Exchange
andisa member of the FTSE 250
index, making it one of the 350
largest companies in the UK by
market capitalisation, and is also
amember of the FTSE4Good
index —a leading global
responsible investment index.

%‘é% London
PA Stock Exchange
LISTED

R FTSE4Good

A global specialty
chemicals company

WHAT WE DO

The Company comprises three
businesses: Specialty Products,
Chromium and Surfactants.

Both Specialty Products and
Chromium hold leading market
positions in their chosen sectors.
Elementis employs over 1,300
people at more than 30 locations
worldwide.

Chromium

The Chromium business is a leading
producer of chromium chemicals
that make its customers’ products
more durable.

Specialty Products

The Specialty Products business
provides high value functional
additives to the architectural and
industrial coatings, personal care
and oilfield drilling markets that
improve the flow characteristics
and performance of our customers'’
products or production processes.

Surfactants

The Surfactants business
manufactures a wide range of surface
active ingredients and products

that are used as intermediates in the
production of chemical components.

WHERE WE DO IT

KEY

® Executive Management Headquarters
Corporate Head Office

® Specialty Products

® Chromium

® Surfactants
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FINANCIAL SUMMARY

2011 2010 Change
Sales $760.5m $697.4m +9%
Operating profit* $137.1m $102.3m +34%
Profit before tax* $134.5m $96.0m +40%
Diluted earnings per share* 20.8c 15.2¢ +37%
Net cash/(debt) $26.2m $(79.3)m
Profit for the year $124.1m $74.1m
Basic earnings per share 27.8c 16.7¢
Dividend to shareholders:
—final proposed 4.66¢ 2.60c +79%
— full year 7.00c 4.94c +42%

* Before exceptional items.

CAUTIONARY STATEMENT:

The Annual Report and Accounts for the financial year ended 31 December 2011, 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.
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CHAIRMAN'S STATEMENT

Robert Beeston
Chairman

In 2011, the global economic environment continued to be
challenging for businesses in general, with low growth in North
America and disruption in Europe caused by the financial strains in
the Euro currency area. In such an environment, the quality and
resilience of a company is very much put to the test and only those
companies with a valuable product offering to their customers, a clear
strategy and the inherent skills to drive performance are likely to be
able to make progress. | am therefore pleased to report that Elementis
has continued to meet that test in 2011, by delivering improvementsin
sales, operating profit and margins, leading to strong cash flow
generation and growth in earnings per share. At the core of our success
is our global presence, the superior product and technical service
provided to our customers by Specialty Products, combined with a
more resilient business model in Chromium. Actions taken over the
past three years to improve the quality of our businesses are clearly
evidentin our results, with our operating margins continuing to
improve and now reaching levels well above those experienced before
the economic downturn in 2009. Cash flow has also been impressive
over that period, such that the Group now enjoys a strong balance
sheet with a net cash position.

Group revenues in 2011 were $760.5 million compared to

$697.4 million in 2010, which is a growth rate of nine per cent, or
seven per cent on a constant currency basis. Operating profit,
before exceptional items, increased by 34 per cent to $137.1 million,
or 30 per cent on a constant currency basis. Both Specialty Products
and Chromium reported improved operating margins in the year.
Diluted earnings per share, before exceptional items, improved

by 37 per cent to 20.8 centsin 2011, compared to 15.2 cents in the
previous year.

As previously reported, the Group recovered €23.4 million
(approximately $34.5 million) from the European Commission
during the year and this, together with a provision of $7.0 million
relating to our pension plans in the Netherlands, have been
recorded as exceptional items in the year because of their size
and non-recurring nature. After taking account of these items,
basic earnings per share for 2011 was 27.8 cents compared to
16.7 cents in 2010, which included a one-time tax credit.

ELEMENTIS PLC  ANNUAL REPORT AND ACCOUNTS 2011

BALANCE SHEET

As a result of another year of strong cash flow performance, enhanced
by the recovery of the funds from the European Commission, the
Group is in the very favourable position of having a net cash position
atthe end of 2011. The IAS 19 deficit under the Group's pension
schemes increased by $27.4 million to $94.8 million in the year, due
toafallin bond yields, and current pension regulations require that
these plans are funded to a higher level for the time being. Overall,
however, the Group is in a very strong financial position and well
placed to continue to invest in its future growth. Given the Group's
robust balance sheet position and the strongly cash generative nature
of our business, the Board will monitor and review the capital
structure to ensure it remains appropriate for the Group’s needs

and delivers optimal returns for investors.

DIVIDEND

The Board is recommending a final dividend of 4.66 cents per share
which will be paid on 1 June 2012 in pounds sterling at an exchange
rate of £1 =3$1.5723 (equivalent to a sterling amount of 2.9638 pence
per share), to shareholders on the register on 4 May 2012. This
brings the total dividend to shareholders for the year to 7.00 cents
(2010: 4.94 cents) representing an increase of 42 per cent over the
previous year. Going forward the Board intends to progress the
dividend as the Group's dollar earnings and cash flow permit.

HEALTH, SAFETY AND ENVIRONMENT

Our activities in this important area of our business have continued
to be of a high standard and I am able to report that there were no
significant incidents in the year. To ensure that our performance
remains exemplary, we also closely monitor minor incidents and

use the key learnings from each of these to constantly upgrade our
processes. In 2011, there was some increase in minor incidents and
we have taken immediate steps to ensure that any underlying causes
are quickly corrected.

CORPORATE GOVERNANCE

The UK corporate governance code asks company chairmen to report
on how the Board has applied various provisions concerning the role
and effectiveness of the Board. I have set out the Board's position in
these matters in the Corporate governance report.

PEOPLE

The excellent results reported by the Group this year are only possible
through the efforts, dedication and skill of our people around the
world. On behalf of the Board | would like to thank them for their
tremendous contribution to our ongoing success.

OUTLOOK

The Board is confident that the Group has a clearly defined strategy
and solid business model and balance sheet that can continue to
generate value for our shareholders. Trading in 2012 has started on
a solid footing and, although economic uncertainties in Europe are
stillin evidence, we are confident that we can make further progress
in the coming year.

W4, e,

Robert Beeston
Chairman
28 February 2012



GROUP CHIEF EXECUTIVE'S OVERVIEW

David Dutro
Group Chief Executive

Dear Shareholders,

In 2011 Elementis achieved the highest earnings in its history.
These historic results, in a year of significant economic headwinds
and global uncertainty, demonstrate the strength of our growth
strategy and the powerful momentum that exists within Elementis,
throughout each business and encompassing every region.

This achievement is a direct result of the hard work and full
engagement of our employees in order to deliver profitable growth
through innovative technologies that are valued by our customers.
All three Elementis businesses made material contributions during
the year, including the following highlights:

e Significantimprovements in each of our key performance
indicators (revenue, profit, margins, EPS, cash flow).
e Elementis Specialty Products:
- delivered another record year of financial performance;
- expanded capacity in North America and Europe to
support our growth in coatings, personal care and oil
drilling markets, as well asin our hectorite production.
® Elementis Chromium:
- business model delivering strong earnings and cash flow
with reduced volatility;
- Castle Hayne, US facility converted to natural gasin
April 2011, which reduced energy costs by $5 million in
that year.
® Elementis Surfactants:
- continued to improve the quality of its product portfolio.
® Maintaining a strong focus on achieving excellent health
and safety performance.
e Fullyear dividend increased by 42 per cent.

It is gratifying to report that in addition to record earnings we
continued to generate strong operating cash flow. During the
course of the year we substantially improved our balance sheet,
ending the year in a net cash position, while we increased our
dividend and drove profit margins higher than they were before

the global economic downturn in 2009. We are serious about
delivering profitable growth and vigilant about managing costs,
which has enabled the Group to consistently operate profitably

and to generate positive operating cash flow, across all stages of the
economic cycle. We focus on generating high returns on invested
capital and challenge everyone in the organisation to seek ways to
increase operating profits while controlling working capital. Asa
consequence, over the last three years the Group has delivered total
shareholder return of 62.1 per cent per annum, while over the same
three years the FTSE 250 index has delivered a return of 20.1 per cent
perannum. Importantly, we were able to accomplish all of this while
maintaining high standards of health, safety and environmental
performance.

It was a busy and productive year for Specialty Products, our largest
and most profitable business, recording its highest ever sales and
operating profit. At the core of Specialty Products’s ability to

deliver these results is an unrelenting commitment to provide
technically superior products and application support that helps

our customers to be more successful. Elementis believes in and
executes a collaborative approach to innovation with our customers.
Under this approach, we work very closely with our customers to
develop products and technologies that add value for them today,
as well asinvestin customer linked projects to enable the
development of new products for tomorrow. While these market
driven projects allow our customers to be more successful, they

also position Elementis as our customers’ trusted and indispensable
partner. Striking the right balance between our short term and long
term objectives is absolutely essential, because to be a successful
differentiated specialty chemical company, we must drive results
today while strengthening our company for the future. Elementis
Specialty Products has a successful track record of executing this
strategy and will continue to do so going forward. To further support
that strategy, during the first half of 2012, our North America based
technology group will be moving into a newly built lab and pilot plant
facility, which has been equipped with specialised kit that simulates
our customers’ testing equipment and processes. Going forward,
Specialty Products is strategically well placed to continue to benefit
from: the powerful global trends of robust growth in shale gas and
high pressure/high temperature drilling; the opportunities provided
by our established position in emerging and high growth regions;
and our portfolio of highly valued and innovative products in high
performance coatings and all natural personal care formulations.
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GROUP CHIEF EXECUTIVE'S OVERVIEW continued

We are committed to continually expanding our portfolio of specialty
chemicals. In parallel with Specialty Products’s robust operating
performance and organic growth, Elementis continues to look for
appropriate bolt on acquisitions. We are interested in companies
with value added technologies that participate in our chosen market
segments, with particular focus on higher growth regions.

The main focus of the Chromium business in 2011 was to optimise
its business model and deliver strong earnings and cash flow with
significantly reduced volatility from cyclical markets. To that end,
we dramatically reduced energy costs, delivered higher earnings
and maintained good margins throughout the year. Overall,

the Chromium business proved to be agile and robust in 2011.

[t demonstrated an ability to run at near capacity levels and to
improve profitability during the first part of the year and then
respond well to a modest slowdown in the final quarter by
shifting production to higher demand products and regions.

Group operating profit and margin
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* Before exceptional items.
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2011 was a banner year for Elementis, but it represents only a
stepping stone towards greater achievement. Our future has never
been brighter, due in large part to the hard work, ingenuity and
unbounded energy of the global Elementis team. Every day, all
year long, our people deliver the quality and service that builds
customer loyalty and market strength. By continuing to embrace
our long standing Company values and consistently affirming our
commitment to innovation and operational excellence, |am
confident in our ability to continue to deliver further profitable
growth and create meaningful value for you, our shareholders,
for the foreseeable future.

/.

David Dutro
Group Chief Executive
28 February 2012
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STATEMENT OF GROUP STRATEGY 0

IFC-01

OUR STRATEGY
The strategy of the Group is to profitably grow the Specialty Products business by delivering
product and technological innovation in order to make our customers more successful,
utilising cash flow from the Chromium and Surfactants businesses.

\ 4

HOW WE WILL EXECUTE OUR STRATEGY

\ 4

1. Preferentially growing the Specialty Products business through a combination 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.

COMPANY
OVERVIEW
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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
flexible and low cost manufacturing footprint, and sustaining margins through maintaining pricing
discipline, managing energy and raw material costs and creating a more efficient supply chain.

CORPORATE
GOVERNANCE

3. Steadily upgrading the product portfolio in Surfactants by focussing on higher margin applications,

while at the same time transitioning the manufacturing facility to produce more higher margin coatings T
additives for Specialty Products. ?
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.
2
<z
Z5
Effective execution will enable the Group to deliver superior, sustainable returns to z
(o))

shareholders, and assist in generating and preserving value over the longer term.

SHAREHOLDER
INFORMATION
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9 STATEMENT OF GROUP STRATEGY continued

WE WILL GENERATE AND PRESERVE VALUE
OVER THE LONGER TERM FROM OUR
BUSINESS MODEL THROUGH EXECUTING

\ 4

OUR BUSINESS STRATEGIES:

\ 4

\ 4

Specialty Products

To grow in rheology products and
complementary additives through new
product innovation, expansion into new
geographies and bolt on acquisitions.

\ 4

Chromium

To produce stable earnings and cash flow
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.

Surfactants

To focus on higher margin markets, such
as agro-chemicals, animal feed, plastic and
resins, to balance the base-load activity in
high volume commodity applications.

\ 4

AREAS OF FOCUS:

AREAS OF FOCUS:

AREAS OF FOCUS:

Excellent customer service and
understanding.

Operational discipline to maintain price
and cost competitiveness and margins.

Offer innovative products to the market
and to customers.

Technical expertise and support, and
product innovation.

Improve cost base by securing supply of
raw materials and energy.

Improve productivity, operational
efficiencies and sales focus.

Operational excellence to maintain
margins and improve procurement and
supply chain efficiencies.

\ 4

Superior customer service and technical
support applications.

\ 4

Target growth in higher margin segments
to improve profitability.

\ 4

Our business strategies are underpinned by an enduring culture of customer service and innovation, and supported by a strong balance
sheet with a robust risk management and internal control system.

Policies and standards are set by the Board to ensure all Group activities: comply with laws and regulations; conform to accepted
ethical and business practices; and pay due regard to social responsibility, including in employment, health and safety, environment

and sustainability, and supply chain matters.

Proven, experienced and appropriately incentivised management team, with strong governance from the Board, is key to delivering
strong, sustainable financial performance, without excessive risk taking.

ELEMENTIS PLC ANNUAL REPORT AND ACCOUNTS 2011
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BUSINESS COMMENTARIES
REVENUE OPERATING PROFIT* =
O
Effect of Increase/ Operating Effect of Increase/  Operating =
Revenue exchange (decrease) Revenue profit exchange (decrease) profit
2010 rates 2011 2011 2010 rates 2011 2011
$million $million $million $million $million $million $million $million
Specialty Products 4108 12.6 265  449.9 Specialty Products 718 38 14.1 89.7
Chromium 209.7 - 213 231.0 Chromium 358 - 203 56.1
Surfactants 88.1 50 1.2 94.3  Surfactants 6.1 0.3 (1.0) 54 o >
Inter-segment (11.2) - (3.5) (14.7) Central costs (11.4) 04) (23) (14.1) % g
6974 17.6 455  760.5 102.3 3.7 31.1 137.1 = §
83
* Before exceptional items.
A
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Z
)
)
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ELEMENTIS SPECIALTY PRODUCTS MEASURING PERFORMANCE AGAINST

OUR STATED OBJECTIVES

Sales and operating profit* up ten per cent and 25 per cent
respectively.

Operating margin* increased to 19.9 per cent.

G
[uE]
=z
53
Q&
g5
(SR

Greg McClatchy

Pricing discipline: offsetting input inflation by selective
President of Elementis Specialty

price increases.

Products and Elementis Surfactants - - - o)
12 month average working capital to sales ratio reduced by I
90 basis points to 18.8 per cent. 3
Return on operating capital employed before tax and excluding
goodwill improved to 42.6 per cent.
On-time, in full delivery performance up 200 basis points to
92 per cent.
wv
2z
2011 2010 = w
smillion smiion 2012 FOCUS Lz) E
Sales 449.9 4108 Organic growth through R&D and increasing the percentage = E
Operating profit 89.7 718 of sales attributed to new products and customers. ron
Operating margin’ 19.9% 175% Selective complementary and bolt on acquisitions, if available. 0
ROCE™ 42.6% 355% Investing in capacity to support further growth. {L
(o))

* Before exceptional items.
** Before tax and excluding goodwill.

SHAREHOLDER
INFORMATION
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BUSIN ESS COMMENTARI ES continued

Elementis Specialty Products is a leading manufacturer of rheology
control additives that are used to enhance the performance of our
customers’ products. Itis the global leader in organoclay technology,
with a unique position in hectorite clay, owning the only rheology
grade hectorite mine in the world. Bestin class technical supportand
customer service are critical core competencies of the business and
provide the platform to deliver added value in the coatings, oilfield
drilling and personal care markets. The strategy of the business is to
grow in high value rheology products and complementary additives
through new product innovation, expansion into new geographies
and bolt on acquisitions. In coatings, the largest of its markets,
Elementis has a unique global position, providing technical service
and a broad product offering to both multinational and regional
coatings companies. The rheology solutions of Elementis are critical
to the performance of our coating customers’ products. In personal
care, Elementis is a significant player in additives for cosmetic
products based on its expertise in hectorite rheology and other
complementary technologies. In oilfield drilling, Elementis is the
preferred supplier to oil service companies for high performance
rheological additives used in oil and gas drilling. The business’s
unigue technologies and strong alignment with key industry players
have allowed it to benefit from the recent increase in drilling activity
for shale gas in North America. When combined with the continuing
global trend of exploiting oil and gas reserves in more extreme
environments, which require greater and more sophisticated
rheological solutions, these dynamics are enabling Elementis to
rapidly grow in this high value segment.

Sales in Specialty Products for 2011 were $449.9 million compared

to $410.8 million in the previous year, an increase of ten per cent, or
six per cent on a constant currency basis. In 2011 the business
benefited from improved pricing, continuing market share gains and
a po