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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2017 
OR

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from              to             
Commission File Number 1-32190

NEWMARKET CORPORATION
(Exact name of registrant as specified in its charter)

VIRGINIA 20-0812170
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

330 SOUTH FOURTH STREET
RICHMOND, VIRGINIA 23219-4350

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code - (804) 788-5000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports); and (2) has been subject to such filing requirements for the past 90 days.    Yes  x    No  ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).    Yes  x    No  ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Large accelerated filerx Accelerated filer ¨
Non-accelerated filer ¨ (Do not check if a smaller reporting company) Smaller reporting company ¨

Emerging growth company ¨
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ¨
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes  ¨ No  x
Number of shares of common stock, without par value, outstanding as of September 30, 2017: 11,853,107

Edgar Filing: NEWMARKET CORP - Form 10-Q

3



Table of Contents

NEWMARKET CORPORATION

INDEX

Page
Number

PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements (unaudited)
Consolidated Statements of Income - Third Quarter and Nine Months Ended September 30, 2017 and
September 30, 2016 4

Consolidated Statements of Comprehensive Income - Third Quarter and Nine Months Ended September 30,
2017 and September 30, 2016 5

Condensed Consolidated Balance Sheets - September 30, 2017 and December 31, 2016 6
Consolidated Statements of Shareholders’ Equity - Nine Months Ended September 30, 2017 and September
30, 2016 7

Condensed Consolidated Statements of Cash Flows - Nine Months Ended September 30, 2017 and September
30, 2016 8

Notes to Condensed Consolidated Financial Statements 9
Financial Statement Presentation 9
Acquisition of Business 9
Segment Information 10
Pension Plans and Other Postretirement Benefits 10
Earnings Per Share 12
Intangibles (Net of Amortization) and Goodwill 12
Long-term Debt 13
Commitments and Contingencies 14
Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Loss 15
Fair Value Measurements 15
Recent Accounting Pronouncements 16
ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 17
ITEM 3. Quantitative and Qualitative Disclosures About Market Risk 24
ITEM 4. Controls and Procedures 24
PART II. OTHER INFORMATION
ITEM 1. Legal Proceedings 25
ITEM 6. Exhibits 25
SIGNATURES 26

3

Edgar Filing: NEWMARKET CORP - Form 10-Q

4



Table of Contents

PART I.        FINANCIAL INFORMATION
ITEM 1.     Financial Statements

NEWMARKET CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(in thousands, except per-share amounts)
Third Quarter
Ended
September 30,

Nine Months Ended
September 30,

2017 2016 2017 2016
Net sales $548,416 $516,090 $1,638,422 $1,547,824
Cost of goods sold 388,111 338,689 1,142,996 1,016,473
Gross profit 160,305 177,401 495,426 531,351
Selling, general, and administrative expenses 42,806 38,848 121,551 120,176
Research, development, and testing expenses 35,070 36,715 107,356 116,651
Operating profit 82,429 101,838 266,519 294,524
Interest and financing expenses, net 5,564 4,320 16,496 12,462
Other income (expense), net 112 698 477 (2,828 )
Income before income tax expense 76,977 98,216 250,500 279,234
Income tax expense 17,205 26,767 64,063 81,465
Net income $59,772 $71,449 $186,437 $197,769
Earnings per share - basic and diluted $5.04 $6.03 $15.73 $16.68
Cash dividends declared per share $1.75 $1.60 $5.25 $4.80

See accompanying Notes to Condensed Consolidated Financial Statements
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NEWMARKET CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

 (in thousands)
Third Quarter
Ended
September 30,

Nine Months Ended
September 30,

2017 2016 2017 2016
Net income $59,772 $71,449 $186,437 $197,769
Other comprehensive income (loss):
Pension plans and other postretirement benefits:
Prior service credit (cost) arising during the period, net of income tax
expense (benefit) of $0 in third quarter and nine months 2017 and $(287)
in third quarter and nine months 2016

0 (463 ) 0 (463 )

Amortization of prior service cost (credit) included in net periodic benefit
cost, net of income tax expense (benefit) of $(296) in third quarter 2017,
$(232) in third quarter 2016, $(888) in nine months 2017 and $(842) in
nine months 2016

(475 ) (373 ) (1,423 ) (1,352 )

Actuarial net gain (loss) arising during the period, net of income tax
expense (benefit) of $(841) in third quarter and nine months 2017 and
$(1,448) in third quarter and nine months 2016

(1,335 ) (2,300 ) (1,335 ) (2,300 )

Amortization of actuarial net loss (gain) included in net periodic benefit
cost, net of income tax expense (benefit) of $487 in third quarter 2017,
$578 in third quarter 2016, $1,563 in nine months 2017 and $1,719 in
nine months 2016

845 1,002 2,692 2,992

Total pension plans and other postretirement benefits (965 ) (2,134 ) (66 ) (1,123 )
Foreign currency translation adjustments, net of income tax expense
(benefit) of $712 in third quarter 2017, $197 in third quarter 2016, $632
in nine months 2017 and $1,797 in nine months 2016

5,642 (6,599 ) 18,656 (16,922 )

Other comprehensive income (loss) 4,677 (8,733 ) 18,590 (18,045 )
Comprehensive income $64,449 $62,716 $205,027 $179,724

See accompanying Notes to Condensed Consolidated Financial Statements
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NEWMARKET CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in thousands, except share amounts) September 30,
2017

December 31,
2016

ASSETS
Current assets:
Cash and cash equivalents $ 104,996 $ 192,154
Trade and other accounts receivable, less allowance for doubtful accounts 325,216 306,916
Inventories:
Finished goods and work-in-process 311,817 254,068
Raw materials 59,994 45,581
Stores, supplies, and other 11,900 11,863
     Total inventories 383,711 311,512
Prepaid expenses and other current assets 33,853 26,301
Total current assets 847,776 836,883
Property, plant, and equipment, at cost 1,444,885 1,264,957
Less accumulated depreciation and amortization 808,248 761,212
Net property, plant, and equipment 636,637 503,745
Prepaid pension cost 41,222 25,800
Deferred income taxes 21,102 29,063
Intangibles (net of amortization) and goodwill 147,094 10,436
Deferred charges and other assets 11,362 10,509
Total assets $ 1,705,193 $ 1,416,436
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 158,683 $ 141,869
Accrued expenses 105,450 104,082
Dividends payable 19,129 17,478
Income taxes payable 18,336 17,573
Other current liabilities 7,832 13,588
Total current liabilities 309,430 294,590
Long-term debt 611,687 507,275
Other noncurrent liabilities 155,626 131,320
Total liabilities 1,076,743 933,185
Commitments and contingencies (Note 8)
Shareholders’ equity:
Common stock and paid-in capital (without par value; authorized shares - 80,000,000;
issued and outstanding shares - 11,853,107 at September 30, 2017 and 11,845,972 at
December 31, 2016)

3,999 1,603

Accumulated other comprehensive loss (163,920 ) (182,510 )
Retained earnings 788,371 664,158
Total shareholders' equity 628,450 483,251
Total liabilities and shareholders’ equity $ 1,705,193 $ 1,416,436

See accompanying Notes to Condensed Consolidated Financial Statements
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NEWMARKET CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(Unaudited)

(in thousands, except share and per-share amounts)

Common Stock and
Paid-in Capital

Accumulated
Other
Comprehensive
Loss

Retained
Earnings

Total
Shareholders’
EquityShares Amount

Balance at December 31, 2015 11,948,446 $0 $ (144,526 ) $532,090 $ 387,564
Net income 197,769 197,769
Other comprehensive income (loss) (18,045 ) (18,045 )
Cash dividends ($4.80 per share) (56,875 ) (56,875 )
Repurchases of common stock (98,867 ) (252 ) (35,563 ) (35,815 )
Stock-based compensation (925 ) 2,348 17 2,365
Balance at September 30, 2016 11,848,654 $2,096 $ (162,571 ) $637,438 $ 476,963

Balance at December 31, 2016 11,845,972 $1,603 $ (182,510 ) $664,158 $ 483,251
Net income 186,437 186,437
Other comprehensive income (loss) 18,590 18,590
Cash dividends ($5.25 per share) (62,227 ) (62,227 )
Stock-based compensation 7,135 2,396 3 2,399
Balance at September 30, 2017 11,853,107 $3,999 $ (163,920 ) $788,371 $ 628,450

See accompanying Notes to Condensed Consolidated Financial Statements
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NEWMARKET CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

 (in thousands) Nine Months Ended
September 30,
2017 2016

Cash and cash equivalents at beginning of year $192,154 $93,424
Cash flows from operating activities:
Net income 186,437 197,769
Adjustments to reconcile net income to cash flows from operating activities:
Depreciation and amortization 39,196 32,739
Noncash pension and postretirement expense 5,976 9,609
Deferred income tax expense 8,639 14,661
Working capital changes (34,945 ) 890
Cash pension and postretirement contributions (19,566 ) (19,432 )
Realized loss on derivative instruments, net 0 4,825
Other, net (7,986 ) 18,429
Cash provided from (used in) operating activities 177,751 259,490
Cash flows from investing activities:
Capital expenditures (120,973 ) (101,706 )
Acquisition of business (net of $1,131 cash acquired) (183,930 ) 0
Deposits for interest rate swap 0 (7,570 )
Return of deposits for interest rate swap 0 11,832
Other, net (2,000 ) (4,749 )
Cash provided from (used in) investing activities (306,903 ) (102,193 )
Cash flows from financing activities:
Net (repayments) borrowings under revolving credit facility (146,000 ) 35,000
Issuance of 3.78% senior notes 250,000 0
Dividends paid (62,227 ) (56,875 )
Repurchases of common stock 0 (35,815 )
Other, net (3,048 ) (3,079 )
Cash provided from (used in) financing activities 38,725 (60,769 )
Effect of foreign exchange on cash and cash equivalents 3,269 (2,044 )
(Decrease) increase in cash and cash equivalents (87,158 ) 94,484
Cash and cash equivalents at end of period $104,996 $187,908

Supplemental disclosure of non-cash transactions:
Release of deposit account funds to terminate interest rate swap $0 $21,868
Non-cash additions to property, plant, and equipment $6,443 $20,732
Non-cash obligation under capital lease $0 $5,068

See accompanying Notes to Condensed Consolidated Financial Statements

8

Edgar Filing: NEWMARKET CORP - Form 10-Q

10



Table of Contents

NEWMARKET CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1.    Financial Statement Presentation
In the opinion of management, the accompanying consolidated financial statements of NewMarket Corporation and its
subsidiaries contain all necessary adjustments for the fair statement of, in all material respects, our consolidated
financial position as of September 30, 2017 and December 31, 2016, our consolidated results of operations and
comprehensive income for the third quarter and nine months ended September 30, 2017 and September 30, 2016, and
our changes in shareholders' equity, and cash flows for the nine months ended September 30, 2017 and September 30,
2016. All adjustments are of a normal, recurring nature, unless otherwise disclosed. These financial statements should
be read in conjunction with the consolidated financial statements and related notes included in the NewMarket
Corporation Annual Report on Form 10-K for the year ended December 31, 2016 (2016 Annual Report), as filed with
the Securities and Exchange Commission (SEC). The results of operations for the nine month period ended
September 30, 2017 are not necessarily indicative of the results to be expected for the full year ending December 31,
2017. The December 31, 2016 condensed consolidated balance sheet data was derived from audited financial
statements, but does not include all disclosures required by accounting principles generally accepted in the United
States of America.
Unless the context otherwise indicates, all references to “we,” “us,” “our,” the “company,” and “NewMarket” are to NewMarket
Corporation and its consolidated subsidiaries.
Non-cash additions to property, plant and equipment for the nine months ended September 30, 2016 were revised
from $5 million to $21 million for comparative purposes in the supplemental disclosure of non-cash transactions for
the nine months ended September 30, 2017. We have concluded that this change is not material to our consolidated
financial statements and that it is appropriate to revise the amount.

2.    Acquisition of Business

On July 3, 2017, Afton Chemical de Mexico, S.A. de C.V., an indirect, wholly-owned subsidiary of NewMarket
Corporation, acquired approximately 99.5% of the outstanding capital stock of Aditivos Mexicanos, S.A. de C.V.
(AMSA) for $185 million in cash. AMSA is a petroleum additives manufacturing, sales and distribution company
based in Mexico City, Mexico. The results of AMSA's operations have been included in our consolidated financial
statements since the date of acquisition and are not material. The noncontrolling interest is also not material. The
acquisition agreement included all physical assets of AMSA.

We have initiated a purchase price valuation to determine the fair values of the tangible and intangible assets acquired
and liabilities assumed and the amount of goodwill to be recognized as of the acquisition date. The amounts recorded
for certain assets and liabilities are preliminary and are subject to adjustment if additional information is obtained
about facts that existed as of the acquisition date. The final determination of the fair values of certain assets and
liabilities will be completed within the measurement period of up to one year from the acquisition date.

The preliminary purchase price valuation resulted in the recognition of $22 million of identifiable intangible assets, of
which $13 million related to formulas and technology and $9 million related to a customer base. The identifiable
intangible assets are being amortized over their useful lives of 5 years for formulas and technology and 4 years for the
customer base. We also acquired property, plant, and equipment of $53 million and working capital of $17 million,
including accounts receivable of $16 million and inventory of $7 million, as well as cash of $1 million. We acquired a
liability related to future employee payments of $5 million and set up a deferred tax liability of $19 million.

As part of the acquisition, we recorded $115 million of goodwill. The goodwill recognized is attributable to expected
synergies, including a secure supply source for certain raw materials, as well as the skilled assembled workforce of
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AMSA. All of the goodwill recognized is part of the petroleum additives segment, and none is deductible for Mexican
tax purposes.

Pro forma results of operations are not presented as the acquisition was not considered material to our consolidated
results.
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3. Segment Information
The tables below show our consolidated segment results. The “All other” category includes the operations of the
tetraethyl lead (TEL) business, as well as certain contracted manufacturing and services associated with Ethyl
Corporation (Ethyl). The results of AMSA's operations are reflected in the petroleum additives segment. See Note 2
for further information on AMSA.

Net Sales by Segment
Third Quarter
Ended
September 30,

Nine Months Ended
September 30,

(in thousands) 2017 2016 2017 2016
Petroleum additives
     Lubricant additives $443,355 $420,412 $1,340,693 $1,271,447
     Fuel additives 102,804 91,993 289,652 263,213
          Total 546,159 512,405 1,630,345 1,534,660
All other 2,257 3,685 8,077 13,164
Net sales $548,416 $516,090 $1,638,422 $1,547,824

Segment Operating Profit
Third Quarter Ended
September 30,

Nine Months Ended
September 30,

(in thousands) 2017 2016 2017 2016
Petroleum additives $87,933 $106,385 $281,935 $309,305
All other 1,141 373 3,081 1,964
Segment operating profit 89,074 106,758 285,016 311,269
Corporate, general, and administrative expenses (6,612 ) (4,990 ) (18,284 ) (16,396 )
Interest and financing expenses, net (5,564 ) (4,320 ) (16,496 ) (12,462 )
Other income (expense), net 79 768 264 (3,177 )
Income before income tax expense $76,977 $98,216 $250,500 $279,234

4.    Pension Plans and Other Postretirement Benefits
The table below shows cash contributions made during the nine months ended September 30, 2017, as well as the
remaining cash contributions we expect to make during the year ending December 31, 2017, for our domestic and
foreign pension plans and domestic postretirement benefit plan.

(in thousands)

Actual Cash
Contributions
for Nine
Months
Ended
September 30,
2017

Expected
Remaining
Cash
Contributions
for Year
Ending
December 31,
2017

Domestic plans
Pension benefits $ 14,473 $ 4,825
Postretirement benefits 931 311
Foreign plans
Pension benefits 4,162 1,417
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The tables below present information on net periodic benefit cost (income) for our domestic and foreign pension plans
and domestic postretirement benefit plan.

Domestic
Pension Benefits Postretirement Benefits
Third Quarter Ended September 30,

(in thousands) 2017 2016 2017 2016
Service cost $3,501 $3,432 $ 208 $ 208
Interest cost 3,248 3,347 400 398
Expected return on plan assets (6,604 ) (5,848 ) (281 ) (292 )
Amortization of prior service cost (credit) 7 173 (757 ) (757 )
Amortization of actuarial net (gain) loss 1,085 1,325 0 0
Net periodic benefit cost (income) $1,237 $2,429 $ (430 ) $ (443 )

Domestic
Pension Benefits Postretirement Benefits
Nine Months Ended September 30,

(in thousands) 2017 2016 2017 2016
Service cost $10,259 $9,646 $ 581 $ 529
Interest cost 9,966 9,881 1,186 1,239
Expected return on plan assets (19,609 ) (17,354) (898 ) (929 )
Amortization of prior service cost (credit) 20 141 (2,271 ) (2,271 )
Amortization of actuarial net (gain) loss 3,544 3,932 0 0
Net periodic benefit cost (income) $4,180 $6,246 $ (1,402 ) $ (1,432 )

Foreign
Pension Benefits
Third Quarter
Ended
September 30,

Nine Months
Ended
September 30,

(in thousands) 2017 2016 2017 2016
Service cost $1,942 $1,612 $5,645 $5,332
Interest cost 1,076 1,110 3,141 3,678
Expected return on plan assets (2,127 ) (1,420 ) (6,229 ) (4,911 )
Amortization of prior service cost (credit) (20 ) (20 ) (58 ) (64 )
Amortization of actuarial net (gain) loss 243 230 699 760
Net periodic benefit cost (income) $1,114 $1,512 $3,198 $4,795

11
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5.    Earnings Per Share
We had 23,615 shares of nonvested restricted stock at September 30, 2017 and 24,805 shares of nonvested restricted
stock at September 30, 2016 that were excluded from the calculation of diluted earnings per share, as their effect on
earnings per share would be anti-dilutive.
The nonvested restricted stock is considered a participating security since the restricted stock contains nonforfeitable
rights to dividends. As such, we use the two-class method to compute basic and diluted earnings per share for all
periods presented since this method yields a more dilutive result than the treasury-stock method. The following table
illustrates the earnings allocation method utilized in the calculation of basic and diluted earnings per share.

Third Quarter
Ended
September 30,

Nine Months Ended
September 30,

(in thousands, except per-share amounts) 2017 2016 2017 2016
Earnings per share numerator:
Net income attributable to common shareholders before allocation of earnings
to participating securities $59,772 $71,449 $186,437 $197,769

Earnings allocated to participating securities 118 146 370 411
Net income attributable to common shareholders after allocation of earnings
to participating securities $59,654 $71,303 $186,067 $197,358

Earnings per share denominator:
Weighted-average number of shares of common stock outstanding - basic and
diluted 11,829 11,823 11,829 11,829

Earnings per share - basic and diluted $5.04 $6.03 $15.73 $16.68

6.    Intangibles (Net of Amortization) and Goodwill

The net carrying amount of intangibles and goodwill was $147 million at September 30, 2017 and $10 million at
December 31, 2016. The gross carrying amount and accumulated amortization of each type of intangible asset and
goodwill are presented in the table below.

September 30, 2017 December 31, 2016

(in thousands)
Gross
Carrying
Amount

Accumulated
Amortization

Gross
Carrying
Amount

Accumulated
Amortization

Amortizing intangible assets
Formulas and technology $16,340 $ 2,290 $2,678 $ 1,958
Contracts 2,000 151 2,000 0
Customer bases 15,758 4,735 6,938 3,961
Trademarks and trade names 1,530 1,176 1,513 1,069
Goodwill 119,818 4,295

$155,446 $ 8,352 $17,424 $ 6,988
All of the intangibles relate to the petroleum additives segment. The change in the gross carrying amount between
December 31, 2016 and September 30, 2017 is primarily due to additional goodwill and identifiable intangibles from
the acquisition of AMSA, as well as foreign currency fluctuation. The additional goodwill and identifiable intangibles
from the acquisition of AMSA are preliminary and are subject to adjustment if additional information is obtained
about facts that existed as of the acquisition date. The final determination of the fair values will be completed within
the measurement period of up to one year from the acquisition date. See Note 2 for more information. There is no
accumulated goodwill impairment.
Amortization expense was (in thousands):
Third quarter ended September 30, 2017 $ 928
Nine months ended September 30, 2017 1,364
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Estimated amortization expense for the remainder of 2017, as well as estimated annual amortization expense related to
our intangible assets for the next five years, is expected to be (in thousands):
2017$1,777
20186,487
20196,008
20204,874
20213,985
20221,800

We amortize contracts over 10 years; customer bases over 4 to 20 years; formulas and technology over 5 to 10 years;
and trademarks and trade names over 10 years.

7.    Long-term Debt

(in thousands) September 30,
2017

December 31,
2016

Senior notes -
4.10% due 2022
(net of related
deferred
financing costs)

$ 346,945 $ 346,505

Senior notes -
3.78% due 2029 250,000 0

Revolving credit
facility 10,000 156,000

Capital lease
obligation 4,742 4,770

$ 611,687 $ 507,275
Senior Notes – The outstanding 4.10% senior notes have an aggregate principal amount of $350 million and are
registered under the Securities Act of 1933, as amended (Securities Act).
On January 4, 2017, we issued $250 million in senior unsecured notes in a private placement with The Prudential
Insurance Company of America and certain other purchasers. These notes bear interest at 3.78% and mature on
January 4, 2029. Interest is payable semiannually and principal payments of $50 million are payable annually
beginning on January 4, 2025. We have the right to make optional prepayments on the notes at any time, subject to
certain limitations. The note purchase agreement contains representations, warranties, terms and conditions customary
for transactions of this type. These include negative covenants, certain financial covenants, and events of default
which are substantially similar to the covenants and events of default in our revolving credit facility. The proceeds
from the 3.78% senior notes were used in part to pay off the outstanding amount on our revolving credit facility.
We were in compliance with all covenants under the senior notes as of September 30, 2017 and December 31, 2016.
Revolving Credit Facility – On September 22, 2017, we entered into a Credit Agreement (Credit Agreement) with a
term of five years. The Credit Agreement provides for an $850 million, multicurrency revolving credit facility, with a
$150 million sublimit for multicurrency borrowings, a $75 million sublimit for letters of credit, and a $20 million
sublimit for swingline loans. The Credit Agreement includes an expansion feature which allows us, subject to certain
conditions, to request an increase in the aggregate amount of the revolving credit facility or obtain incremental term
loans in an amount up to $425 million. In addition, the Credit Agreement includes provisions that allow certain of our
foreign subsidiaries to borrow under the agreement. Concurrent with entering into the Credit Agreement, we
terminated our former revolving credit facility that we had entered into in 2014.
We paid financing costs in 2017 of approximately $1.8 million related to this revolving credit facility and carried over
deferred financing costs from our previous revolving credit facility of approximately $0.9 million, resulting in total
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deferred financing costs of $2.7 million as of September 30, 2017, which we are amortizing over the term of the
Credit Agreement.
The obligations under the Credit Agreement are unsecured and are fully and unconditionally guaranteed by
NewMarket. The revolving credit facility matures on September 22, 2022.
Borrowings made under the revolving credit facility bear interest, at our option, at an annual rate equal to either
(1) the Alternate Base Rate (ABR) plus the Applicable Rate (as defined in the Credit Agreement) (solely in the case of
loans denominated in U.S. dollars to NewMarket) or (2) the Adjusted LIBO Rate plus the Applicable Rate. ABR is the
greatest of (i) the rate of interest publicly announced by the Administrative Agent as its prime rate, (ii) the NYFRB
Rate (as defined in the Credit Agreement) from time to time plus 0.5%, and (iii) the Adjusted LIBO Rate for a one
month interest period plus 1%. The Adjusted LIBO Rate means the rate at which Eurocurrency deposits in the London
interbank market for certain periods (as
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selected by NewMarket) are quoted, as adjusted for statutory reserve requirements for Eurocurrency liabilities and
other applicable mandatory costs. The Applicable Rate ranges from 0.00% to 0.625% (depending on our consolidated
Leverage Ratio or Credit Ratings) for loans bearing interest based on the ABR. The Applicable Rate ranges from
1.00% to 1.625% (depending on our Leverage Ratio or Credit Ratings) for loans bearing interest based on the
Adjusted LIBO Rate.
The Credit Agreement contains financial covenants that require NewMarket to maintain a consolidated Leverage
Ratio (as defined in the Credit Agreement) of no more than 3.50 to 1.00 except during an Increased Leverage Period
(as defined in the Credit Agreement), and a consolidated Interest Coverage Ratio (as defined in the Credit Agreement)
of no less than 3.00 to 1.00, calculated on a rolling four quarter basis, as of the end of each fiscal quarter ending on
and after September 30, 2017. We were in compliance with all covenants under the revolving credit facility in effect at
September 30, 2017 and at December 31, 2016.
The following table provides information related to the unused portion of our then outstanding revolving credit
facility:

(in thousands) September 30,
2017

December 31,
2016

Maximum borrowing capacity under the revolving credit facility $ 850,000 $ 650,000
Outstanding borrowings under the revolving credit facility 10,000 156,000
Outstanding letters of credit 3,550 3,483
Unused portion of revolving credit facility $ 836,450 $ 490,517

The average interest rate for borrowings under our then existing revolving credit facility was 2.5% during the first
nine months of 2017 and 1.9% during the full year of 2016.
Other Debt – The capital lease obligation is related to the Singapore manufacturing facility.

8.    Commitments and Contingencies
Legal Matters
We are involved in legal proceedings that are incidental to our business and may include administrative or judicial
actions. Some of these legal proceedings involve governmental authorities and relate to environmental matters. For
further information, see Environmental below.
While it is not possible to predict or determine with certainty the outcome of any legal proceeding, we believe the
outcome of any of these proceedings, or all of them combined, will not result in a material adverse effect on our
consolidated results of operations, financial condition, or cash flows.
In late 2013, Afton Chemical Corporation (Afton) initiated a voluntary self-audit of its compliance with certain
sections of the Toxic Substances Control Act (TSCA) under the Environmental Protection Agency's (EPA) audit
policy (Audit Policy). If any potential TSCA violations are discovered during the audit, we would voluntarily disclose
them to the EPA under the Audit Policy. In August 2014, the EPA staff began its own TSCA inspection of both Afton
and Ethyl. While it is not possible to predict or determine with certainty the outcome, we do not believe that any
findings identified as a result of our audit or the EPA’s TSCA inspection will have a material adverse effect on our
consolidated results of operations, financial condition, or cash flows.
Environmental
We are involved in environmental proceedings and potential proceedings relating to soil and groundwater
contamination, disposal of hazardous waste, and other environmental matters at several of our current or former
facilities, or at third-party sites where we have been designated as a potentially responsible party (PRP). While we
believe we are currently adequately accrued for known environmental issues, it is possible that unexpected future
costs could have a significant impact on our financial position, results of operations, and cash flows. Our total accruals
for environmental remediation, dismantling, and decontamination were approximately $14 million at September 30,
2017 and $16 million at December 31, 2016. Of the total accrual, the current portion is included in accrued expenses
and the noncurrent portion is included in other noncurrent liabilities on the Condensed Consolidated Balance Sheets.
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Our more significant environmental sites include a former TEL plant site in Louisiana (the Louisiana site) and a
Houston, Texas plant site (the Texas site). Together, the amounts accrued on a discounted basis related to these sites
represented approximately $8 million of the total accrual above at September 30, 2017 and $10 million of the total
accrual above at December 31, 2016, using discount rates ranging from 4% to 9% for both periods. The aggregate
undiscounted amount for these sites was $10 million at September 30, 2017 and $13 million at December 31, 2016. Of
the total accrued for these two sites, the amount related to remediation of groundwater and soil for the Louisiana site
was $4 million at both September 30, 2017 and
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December 31, 2016. The amount related to remediation of groundwater and soil for the Texas site was $4 million at
September 30, 2017 and $5 million at December 31, 2016.
In 2000, the EPA named us as a PRP under Superfund law for the clean-up of soil and groundwater contamination at
the five grouped disposal sites known as "Sauget Area 2 Sites" in Sauget, Illinois. Without admitting any fact,
responsibility, fault, or liability in connection with this site, we are participating with other PRPs in site investigations
and feasibility studies. In December 2013, the EPA issued its Record of Decision (ROD) confirming its remedies for
the selected Sauget Area 2 Sites. In August 2017, the EPA issued a Special Notice Letter to over 75 PRPs notifying
them of potential liability and encouraging the PRPs to voluntarily perform or finance the response actions detailed in
the ROD. We have accrued our estimated proportional share of the remedial costs and expenses addressed in the
ROD. We do not believe any additional information is available that would require revision of the liability that we
have established at September 30, 2017. The amount accrued for this site is not material.

9.    Other Comprehensive Income (Loss) and Accumulated Other Comprehensive Loss
The balances of, and changes in, the components of accumulated other comprehensive loss, net of tax, consist of the
following:

(in thousands)

Pension Plans
and Other
Postretirement
Benefits

Foreign
Currency
Translation
Adjustments

Accumulated
Other
Comprehensive
(Loss) Income

Balance at December 31, 2015 $ (69,798 ) $ (74,728 ) $ (144,526 )
Other comprehensive income (loss) before reclassifications (2,763 ) (16,922 ) (19,685 )
Amounts reclassified from accumulated other comprehensive loss (a) 1,640 0 1,640
Other comprehensive income (loss) (1,123 ) (16,922 ) (18,045 )
Balance at September 30, 2016 $ (70,921 ) $ (91,650 ) $ (162,571 )

Balance at December 31, 2016 $ (76,187 ) $ (106,323 ) $ (182,510 )
Other comprehensive income (loss) before reclassifications (1,335 ) 18,656 17,321
Amounts reclassified from accumulated other comprehensive loss (a) 1,269 0 1,269
Other comprehensive income (loss) (66 ) 18,656 18,590
Balance at September 30, 2017 $ (76,253 ) $ (87,667 ) $ (163,920 )

(a) The pension plan and other postretirement benefit components of accumulated other comprehensive loss are
included in the computation of net periodic benefit cost (income). See Note 4 in this Form 10-Q and Note 17 in our
2016 Annual Report for further information.

10.    Fair Value Measurements
The carrying amount of cash and cash equivalents in the Condensed Consolidated Balance Sheets, as well as the fair
value, was $105 million at September 30, 2017 and $192 million at December 31, 2016. The fair value is categorized
in Level 1 of the fair value hierarchy.
Except for the acquisition of AMSA, no material events occurred during the nine months ended September 30, 2017
requiring adjustment to the recognized balances of assets or liabilities which are recorded at fair value on a
nonrecurring basis. See Note 2 for further information on the preliminary impact of the AMSA acquisition on
balances of assets and liabilities.
Long-term debt – We record the carrying amount of our long-term debt related to the 4.10% senior notes at historical
cost, less deferred financing costs. We record the carrying amount of our long-term debt related to the 3.78% senior
notes at historical cost. The estimated fair value of our long-term debt is shown in the table below and is based
primarily on estimated current rates available to us for debt of the same remaining duration and adjusted for
nonperformance risk and credit risk. The estimated fair value of our publicly-traded 4.10% senior notes included in
long-term debt in the table below is also based on the last quoted price closest to September 30, 2017. The fair value
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of our debt instruments is categorized as Level 2.
September 30, 2017 December 31, 2016

(in thousands) Carrying
Amount

Fair
Value

Carrying
Amount

Fair
Value

Long-term debt (excluding capital lease obligation) $606,945 $623,962 $502,505 $507,925
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11.    Recent Accounting Pronouncements
Recently Issued Accounting Pronouncements
In May 2014, the Financial Accounting Standards Board (FASB) issued ASU No. 2014-09, “Revenue from Contracts
with Customers (Topic 606)” (ASU 2014-09). ASU 2014-09 replaces the previous guidance and clarifies the principles
for revenue recognition. It requires a five-step process for revenue recognition that represents the transfer of goods or
services to customers in an amount that reflects the consideration expected to be received by a company. ASU
2014-09 also requires enhanced disclosures regarding the nature, amount, timing, and uncertainty of revenues and
cash flows from contracts with customers. ASU 2014-09 is effective for our reporting period beginning January 1,
2018. Entities can transition to the standard either retrospectively or as a cumulative-effect adjustment as of the date of
adoption. We currently anticipate adopting the standard as a cumulative-effect adjustment. We expect to continue the
evaluation, analysis, and documentation of our adoption of ASU 2014-09 (including those subsequently issued
updates that clarify the provisions), throughout most of this year as we work towards implementation and finalize the
impact the adoption will have on our consolidated financial statements.
In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)" (ASU 2016-02). The FASB issued ASU
2016-02 to increase transparency and comparability among organizations by recognizing lease assets and lease
liabilities on the balance sheet and requiring disclosures related to certain information about leasing arrangements.
Under the new guidance, operating leases are, in most cases, required to be recognized on the balance sheet as a lease
asset and liability. A modified retrospective approach is required for the adoption of ASU 2016-02, which is effective
for our reporting period beginning January 1, 2019. Early adoption is permitted. We are currently assessing the impact
that the adoption of ASU 2016-02 will have on our consolidated financial statements.
In March 2017, the FASB issued ASU No. 2017-07, "Compensation-Retirement Benefits (Topic 715): Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost" (ASU 2017-07), which
requires that an employer report the service cost component of net benefit cost in the same line item as other
compensation costs arising from services rendered by the pertinent employees during the period. The other
components of net benefit cost are required to be presented in the income statement outside of operating profit. ASU
2017-07 also allows only the service cost component to be eligible for capitalization in assets. There will be no change
to net income as a result of ASU 2017-07, which is effective for our reporting period beginning January 1, 2018.
Retrospective application is required for the income statement presentation and prospective application is required for
the capitalization of the service cost component in assets. The adoption of ASU 2017-07 will result in a change within
operating profit with a corresponding change in other income (expense), net to reflect the impact of presenting all
components of net benefit cost, except for service cost, outside of operating income. See Note 4 for the components of
our net benefit costs. We do not expect a material impact to our consolidated balance sheets or consolidated
statements of cash flows.
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ITEM 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements
This report contains forward-looking statements about future events and expectations within the meaning of the
Private Securities Litigation Reform Act of 1995. We have based these forward-looking statements on our current
expectations and projections about future results. When we use words in this document such as “anticipates,” “intends,”
“plans,” “believes,” “estimates,” “projects,” “expects,” “should,” “could,” “may,” “will,” and similar expressions, we do so to identify
forward-looking statements. Examples of forward-looking statements include, but are not limited to, statements we
make regarding future prospects of growth in the petroleum additives market, other trends in the petroleum additives
market, our ability to maintain or increase our market share, and our future capital expenditure levels.
We believe our forward-looking statements are based on reasonable expectations and assumptions, within the bounds
of what we know about our business and operations. However, we offer no assurance that actual results will not differ
materially from our expectations due to uncertainties and factors that are difficult to predict and beyond our control.
Factors that could cause actual results to differ materially from expectations include, but are not limited to, the
availability of raw materials and distribution systems; disruptions at manufacturing facilities, including single-sourced
facilities; the ability to respond effectively to technological changes in our industry; failure to protect our intellectual
property rights; failure to attract and retain a highly-qualified workforce; hazards common to chemical businesses;
competition from other manufacturers; sudden or sharp raw material price increases; the gain or loss of significant
customers; the occurrence or threat of extraordinary events, including natural disasters and terrorist attacks; risks
related to operating outside of the United States; the impact of fluctuations in foreign exchange rates; an information
technology system failure or security breach; political, economic, and regulatory factors concerning our products;
future governmental regulation; resolution of environmental liabilities or legal proceedings; our inability to realize
expected benefits from investment in our infrastructure or from recent or future acquisitions or our inability to
successfully integrate recent or future acquisitions into our business; and other factors detailed from time to time in
the reports that NewMarket files with the SEC, including the risk factors in Item 1A. “Risk Factors” of our 2016 Annual
Report, which is available to shareholders upon request.
You should keep in mind that any forward-looking statement made by us in this report or elsewhere speaks only as of
the date on which such forward-looking statement is made. New risks and uncertainties arise from time to time, and it
is impossible for us to predict these events or how they may affect us. We have no duty to, and do not intend to,
update or revise the forward-looking statements in this discussion after the date hereof, except as may be required by
law. In light of these risks and uncertainties, you should keep in mind that the events described in any forward-looking
statement made in this report or elsewhere, might not occur.

Overview
When comparing the results of the petroleum additives segment for the first nine months of 2017 with the first nine
months of 2016, net sales increased 6.2% primarily due to increased shipment volumes, partially offset by lower
selling prices. The lower selling prices, along with increased raw material costs, resulted in petroleum additives
operating profit being 8.9% lower when comparing the first nine months of 2017 with the first nine months of 2016.
The operating profit margin of 17.3% for the first nine months of 2017 remained in line with our expectations.
Our operations generate cash that is in excess of the needs of the business. We continue to invest in and manage the
business for the long-term with the goal of helping our customers succeed in their marketplaces. Our investments
continue to be in organizational talent, technology development and processes, and global infrastructure, consisting of
technical centers, production capability, and geographic expansion.
On July 3, 2017, we completed our acquisition of Aditivos Mexicanos S.A. de C.V. (AMSA), a petroleum additives
manufacturing, sales and distribution company based in Mexico City, Mexico. The acquisition complements and
expands our existing presence in the Latin America region, and also improves our supply capabilities to better serve
our customers. See Note 2 for further information on the acquisition.
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Results of Operations
Net Sales
Consolidated net sales for the third quarter of 2017 totaled $548.4 million, representing an increase of 6.3% from the
third quarter of 2016 of $516.1 million. Consolidated net sales for the first nine months of 2017 were $1.6 billion
which was an increase of 5.9% from the first nine months of 2016 of $1.5 billion. The following table shows net sales
by segment and product line.

Third Quarter
Ended
September 30,

Nine Months
Ended
September 30,

(in millions) 2017 2016 2017 2016
Petroleum additives
Lubricant additives $443.4 $420.4 $1,340.7 $1,271.4
Fuel additives 102.8 92.0 289.6 263.2
Total 546.2 512.4 1,630.3 1,534.6
All other 2.2 3.7 8.1 13.2
Net sales $548.4 $516.1 $1,638.4 $1,547.8

Petroleum Additives Segment
The regions in which we operate include North America (the United States and Canada), Latin America (Mexico,
Central America, and South America), Asia Pacific, and the Europe/Middle East/Africa/India (EMEAI) region. While
there is some fluctuation, the percentage of net sales generated in the regions remained fairly consistent when
comparing the first nine months of 2017 with the same period in 2016, as well as with the full year in 2016.
Petroleum additives net sales for the third quarter of 2017 were $546.2 million compared to $512.4 million for the
third quarter of 2016, an increase of 6.6%. The increase was predominantly attributable to the EMEAI region, with
some increase in the Latin America region partially due to the acquisition of AMSA. The Asia Pacific region
experienced a small decrease during the third quarter of 2017, while North America was flat compared to the third
quarter of 2016. Petroleum additives net sales for the first nine months of 2017 were $1.6 billion compared to $1.5
billion for the first nine months of 2016, an increase of 6.2%. The increase between the 2017 and 2016 nine month
periods was predominantly in the EMEAI and Asia Pacific regions with a small increase in Latin America and a small
decrease in North America.
The following table details the approximate components of the increase in petroleum additives net sales between the
third quarter and first nine months of 2017 and 2016.

(in millions) Third
Quarter

Nine
Months

Period ended September 30, 2016 $512.4 $1,534.6
Lubricant additives shipments 23.4 105.0
Fuel additives shipments 10.6 25.3
Selling prices (4.2 ) (30.3 )
Foreign currency impact, net 4.0 (4.3 )
Period ended September 30, 2017 $546.2 $1,630.3
When comparing both the third quarter periods and the nine month periods, higher volumes shipped was the
predominant factor in the increase in petroleum additives net sales, with unfavorable selling prices partially offsetting
the favorable increase in shipments. Foreign currency contributed a favorable impact for the third quarter comparison,
but resulted in an unfavorable impact to net sales in the nine month comparison. When comparing the two third
quarter periods, the U.S. Dollar weakened against the Euro, resulting in a favorable impact to net sales. The U.S.
Dollar strengthened against most of the major currencies in which we transact when comparing nine months 2017 to
nine months 2016, with most of the impact on net sales resulting from the change in the Chinese Renminbi and the
Euro.
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The volume of product shipments for petroleum additives on a worldwide basis increased approximately 4.7% when
comparing the two third quarter periods and 8.3% when comparing the first nine months of 2017 and 2016. For both
the third quarter and nine month comparative periods, shipments of both lubricant additives and fuel additives
products increased. Lubricant additives product shipments for the third quarter comparative periods increased in the
EMEAI and Latin America regions, but decreased slightly in North America and Asia Pacific. For the nine months
comparative periods, lubricant additives shipments

18

Edgar Filing: NEWMARKET CORP - Form 10-Q

28



Table of Contents

increased across all regions except North America, which showed a small decrease. The increase in fuel additives
shipments for both the third quarter and nine month comparative periods was predominantly in the EMEAI region.
The other regions for both the third quarter and nine months comparative periods experienced relatively small changes
in product shipments.

All Other
The “All other” category includes the operations of the TEL business and certain contracted manufacturing and services
associated with Ethyl.

Segment Operating Profit
NewMarket evaluates the performance of the petroleum additives business based on segment operating profit.
NewMarket Services Corporation expenses are charged to NewMarket and each subsidiary pursuant to services
agreements between the companies. Depreciation on segment property, plant, and equipment, as well as amortization
of segment intangible assets, is included in segment operating profit.
The following table reports segment operating profit for the third quarter and nine months ended September 30, 2017
and September 30, 2016.

Third Quarter
Ended
September
30,

Nine Months
Ended
September 30,

(in millions) 2017 2016 2017 2016
Petroleum additives $87.9 $106.4 $281.9 $309.3
All other $1.1 $0.4 $3.1 $2.0

Petroleum Additives Segment
The petroleum additives segment operating profit decreased $18.5 million when comparing the third quarter of 2017
to the third quarter of 2016 and $27.4 million when comparing the first nine months of 2017 to the same period in
2016. Both comparative periods included the impact of the same factors that affected gross profit (see discussion
below) including a small favorable currency impact when comparing the third quarter of 2017 with the third quarter of
2016, but a small unfavorable impact when comparing the first nine months of 2017 with the first nine months of
2016.
The operating profit margin was 16.1% for the third quarter of 2017 as compared to 20.8% for the third quarter of
2016 and was 17.3% for the first nine months of 2017 as compared to 20.2% for the first nine months of 2016. For the
rolling four quarters ended September 30, 2017, the operating profit margin for petroleum additives was 16.8%.
Multiple increases in raw material costs have continued to put downward pressure on margins, and our actions with
regard to pricing have not kept pace. Given this environment, our ongoing focus will be to strengthen our margins so
that they continue to be in line with our expectations for the performance of our business over the long-term. While
operating profit margins will fluctuate from quarter to quarter due to multiple factors, we believe the fundamentals of
our business and industry as a whole are unchanged.
Petroleum additives gross profit decreased $17.6 million when comparing the two third quarter periods and $36.9
million when comparing the first nine months of 2017 and 2016. Cost of goods sold as a percentage of net sales was
70.9% for the third quarter of 2017, up from 65.6% for the third quarter of 2016 and 69.9% for the first nine months of
2017, up from 65.6% for the first nine months of 2016.
When comparing both the third quarters and nine month periods of 2017 and 2016, the decrease in gross profit
resulted predominantly from unfavorable raw material costs and selling prices (including product mix), which
contributed over 100% of the changes, as well as unfavorable conversion costs. Conversion costs were unfavorably
impacted by the hurricanes in the third quarter 2017 in the United States and planned plant shutdowns. These
unfavorable factors were partially offset by increases in product shipments (as discussed in the Net Sales section
above). 
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Petroleum additives selling, general, and administrative expenses (SG&A) for the third quarter of 2017 were $2.4
million, or 7.4% higher as compared to the third quarter of 2016, and $0.3 million, or 0.3% lower for the first nine
months of 2017 as compared to the first nine months of 2016. SG&A as a percentage of net sales was 6.5% for the
third quarter of 2017, 6.4% for the third quarter of 2016, 6.2% for the first nine months of 2017, and 6.6% for the first
nine months of 2016. Our SG&A costs are primarily personnel-related and include salaries, benefits, and other costs
associated with our workforce. There were no significant changes in the drivers of these costs when comparing the
periods.
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Our investment in petroleum additives research, development, and testing (R&D) decreased $1.6 million in the third
quarter of 2017 from the third quarter of 2016 and $9.3 million in the first nine months of 2017 from the first nine
months of 2016. The decrease for both comparative periods was primarily in the lubricant additives product lines. As
a percentage of net sales, R&D was 6.5% for the third quarter 2017, 7.2% for the third quarter 2016, 6.6% for the first
nine months of 2017, and 7.6% for the first nine months of 2016. Our R&D investments reflect our efforts to support
the development of solutions that meet our customers' needs, as well as new and evolving standards, and to support
our expansion into new product areas. Our approach to R&D investment, as it is with SG&A, is one of purposeful
spending on programs to support our current product base and to ensure that we develop products to support our
customers' programs in the future. R&D investments include personnel-related costs, as well as internal and external
testing of our products.

The following discussion references certain captions on the Consolidated Statements of Income.

Interest and Financing Expenses
Interest and financing expenses were $5.6 million for the third quarter of 2017, $4.3 million for the third quarter of
2016, $16.5 million for the first nine months of 2017, and $12.5 million for the first nine months of 2016. The
increase in interest and financing expenses between both the third quarter and the nine month periods of 2017 and
2016 resulted from a higher average interest rate, as well as higher average debt.

Other Income (Expense), Net
Other income (expense), net was income of $0.1 million for the third quarter of 2017, income of $0.7 million for the
third quarter of 2016, income of $0.5 million for the first nine months of 2017, and expense of $2.8 million for the
first nine months of 2016. The amount for the two 2016 periods included the impact from a derivative instrument
representing an interest rate swap recorded at fair value through earnings.

Income Tax Expense
Income tax expense was $17.2 million for the third quarter of 2017 and $26.8 million for the third quarter of 2016.
The effective tax rate was 22.4% for the third quarter of 2017 and 27.3% for the third quarter of 2016. Income tax
expense decreased $3.8 million due to the lower effective tax rate, while the decrease in income before income tax
expense resulted in a $5.8 million decrease in income tax expense.
Income tax expense was $64.1 million for the first nine months of 2017 and $81.5 million for the first nine months of
2016. The effective tax rate was 25.6% for the first nine months of 2017 and 29.2% for the first nine months of 2016.
Income tax expense decreased $9.0 million due to the lower effective tax rate, with the remaining $8.4 million of the
change due to lower income before income tax expense.
The effective tax rates for both the third quarter and nine month comparative periods included the benefit of income in
foreign jurisdictions with lower tax rates than the United States tax rate. During the 2017 periods, a higher percentage
of our income before income taxes resulted from operations in foreign locations than during the 2016 periods.

Cash Flows, Financial Condition, and Liquidity
Cash and cash equivalents at September 30, 2017 were $105.0 million, which was a decrease of $87.2 million since
December 31, 2016.
Cash and cash equivalents held by our foreign subsidiaries amounted to $92.1 million at September 30, 2017 and
$189.2 million at December 31, 2016. A significant amount, but not all, of these foreign cash balances are associated
with earnings that we have asserted are indefinitely reinvested. We plan to use these indefinitely reinvested earnings
to support growth outside of the United States through funding of operating expenses, capital expenditures, and other
cash needs of our foreign subsidiaries. The decrease in cash balances held by our foreign subsidiaries since December
31, 2016 is primarily the result of the purchase of AMSA.
Periodically, we repatriate cash from our foreign subsidiaries to the United States through intercompany dividends.
These intercompany dividends are paid only by subsidiaries whose earnings we have not asserted are indefinitely
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reinvested or whose earnings qualify as previously taxed income, as defined by the United States Internal Revenue
Code. If circumstances were to change that would cause these indefinitely reinvested earnings to be repatriated, an
incremental U.S. tax liability would be incurred. Dividends received from foreign subsidiaries during the nine months
ended September 30, 2017 and September 30, 2016 were not material. The amount of cash that we repatriate from
foreign subsidiaries in any given year is dependent upon many factors including utilization of available cash in the
foreign locations for working capital, capital investments, and other needs.
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We expect that cash from operations, together with borrowing available under our revolving credit facility, will
continue to be sufficient to cover our operating needs and planned capital expenditures for at least the next twelve
months.
Cash Flows – Operating Activities
Cash flows provided from operating activities for the first nine months of 2017 were $177.8 million, which included a
decrease of $34.9 million from higher working capital requirements. The $34.9 million excluded a favorable foreign
currency impact to the components of working capital on the balance sheet.
Other than the decrease in cash and cash equivalents, the most significant changes in working capital resulted from an
increase in accounts receivable and inventories, which were partially offset by an increase in accounts payable. The
higher accounts receivable balance was primarily due to higher sales levels in most regions when comparing the third
quarter of 2017 with the fourth quarter of 2016. The increase in inventory was across all regions with most of the
increase in the EMEAI region. The increase resulted from higher demand, timing of shipments, higher raw material
costs, and the additional inventory from our acquisition of AMSA. The increase in accounts payable was across our
major subsidiaries due to higher raw material costs and the timing of payments.
Including cash and cash equivalents, as well as the impact of foreign currency on the balance sheet, we had total
working capital of $538.3 million at September 30, 2017 and $542.3 million at December 31, 2016. The current ratio
was 2.74 to 1 at September 30, 2017 and 2.84 to 1 at December 31, 2016.
Cash Flows – Investing Activities
Cash used in investing activities was $306.9 million during the first nine months of 2017 and included $183.9 million
(net of cash acquired) for the purchase of AMSA. In addition, we spent $121.0 million for capital expenditures. We
expect that our total capital spending during 2017 will exceed the $143 million incurred in 2016, including anticipated
spending on phase two of the new manufacturing facility in Singapore and several improvements to our
manufacturing and R&D infrastructure around the world. We expect to continue to finance capital spending through
cash on hand and cash provided from operations, together with borrowing available under our $850 million revolving
credit facility.
Cash Flows – Financing Activities
Cash provided from financing activities during the first nine months of 2017 amounted to $38.7 million. The issuance
of our 3.78% senior notes (see discussion below) resulted in an inflow of $250 million, and we repaid $146.0 million
of amounts outstanding under the revolving credit facility. We also paid dividends of $62.2 million. Our long-term
debt was $611.7 million at September 30, 2017, increasing $104.4 million since December 31, 2016.
Debt
At September 30, 2017, our debt included senior notes in the amount of $350 million, senior notes in the amount of
$250 million, and a revolving credit facility.
The $350 million senior notes bear interest at a fixed rate of 4.10% and are due in 2022. These senior notes are
registered under the Securities Act.
On January 4, 2017, we issued $250 million in senior unsecured notes in a private placement with The Prudential
Insurance Company of America and certain other purchasers. These notes bear interest at 3.78% and mature on
January 4, 2029. Interest is payable semiannually and principal payments of $50 million are payable annually
beginning on January 4, 2025. We have the right to make optional prepayments on the notes at any time, subject to
certain limitations.
Revolving Credit Facility – On September 22, 2017, we entered into a Credit Agreement with a term of five years. The
Credit Agreement provides for an $850 million, multicurrency revolving credit facility, with a $150 million sublimit
for multicurrency borrowings, a $75 million sublimit for letters of credit, and a $20 million sublimit for swingline
loans. The Credit Agreement includes an expansion feature which allows us, subject to certain conditions, to request
an increase in the aggregate amount of the revolving credit facility or obtain incremental term loans in an amount up
to $425 million. In addition, the Credit Agreement includes provisions that allow certain of our foreign subsidiaries to
borrow under the agreement. Concurrent with entering into the Credit Agreement, we terminated our former revolving
credit facility that we had entered into in 2014.
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We paid financing costs in 2017 of approximately $1.8 million related to this revolving credit facility and carried over
deferred financing costs from our previous revolving credit facility of approximately $0.9 million, resulting in total
deferred financing costs of $2.7 million as of September 30, 2017, which we are amortizing over the term of the
Credit Agreement.
The obligations under the Credit Agreement are unsecured and are fully and unconditionally guaranteed by
NewMarket. The revolving credit facility matures on September 22, 2022.
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Borrowings made under the revolving credit facility bear interest, at our option, at an annual rate equal to either
(1) the ABR plus the Applicable Rate (as defined in the Credit Agreement) (solely in the case of loans denominated in
U.S. dollars to NewMarket) or (2) the Adjusted LIBO Rate plus the Applicable Rate. ABR is the greatest of (i) the
rate of interest publicly announced by the Administrative Agent as its prime rate, (ii) the NYFRB Rate (as defined in
the Credit Agreement) from time to time plus 0.5%, and (iii) the Adjusted LIBO Rate for a one month interest period
plus 1%. The Adjusted LIBO Rate means the rate at which Eurocurrency deposits in the London interbank market for
certain periods (as selected by NewMarket) are quoted, as adjusted for statutory reserve requirements for
Eurocurrency liabilities and other applicable mandatory costs. The Applicable Rate ranges from 0.00% to 0.625%
(depending on our consolidated Leverage Ratio or Credit Ratings) for loans bearing interest based on the ABR. The
Applicable Rate ranges from 1.00% to 1.625% (depending on our Leverage Ratio or Credit Ratings) for loans bearing
interest based on the Adjusted LIBO Rate.
The unused portion of the then existing revolving credit facility was $836.5 million at September 30, 2017 and $490.5
million at December 31, 2016. See Note 7 for additional information.

The 4.10% senior notes, 3.78% senior notes, and the revolving credit facility contain covenants, representations, and
events of default that management considers typical of credit arrangements of this nature. The covenants under the
3.78% senior notes include negative covenants, certain financial covenants, and events of default which are
substantially similar to the covenants and events of default in our revolving credit facility.

The more restrictive and significant financial covenants under the revolving credit facility include:
•A consolidated Leverage Ratio (as defined in the Credit Agreement) of no more than 3.50 to 1.00, except during an
Increased Leverage Period (as defined in the Credit Agreement) at the end of each fiscal quarter; and
•A consolidated Interest Coverage Ratio (as defined in the Credit Agreement) of no less than 3.00 to 1.00, calculated
on a rolling four quarter basis.
At September 30, 2017, the Leverage Ratio was 1.56 and the Interest Coverage Ratio was 16.07 under the revolving
credit facility, while at December 31, 2016 the Leverage Ratio was 1.28 and the Interest Coverage Ratio was 21.45
under the then existing revolving credit facility. We were in compliance with all covenants under the applicable
revolving credit facility and the 4.10% senior notes at September 30, 2017 and December 31, 2016. We were in
compliance with all covenants under the 3.78% senior notes at September 30, 2017.
As a percentage of total capitalization (total long-term debt and shareholders’ equity), our total long-term debt
percentage decreased from 51.2% at December 31, 2016 to 49.3% at September 30, 2017. The change in the
percentage was primarily the result of the increase in shareholders' equity partially offset by the increase in long-term
debt. The change in shareholders’ equity reflects our earnings and impact of the foreign currency translation
adjustment offset by the impact of dividend payments. Normally, we repay any outstanding long-term debt with cash
from operations or refinancing activities.

Critical Accounting Policies and Estimates
This Form 10-Q and our 2016 Annual Report include discussions of our accounting policies, as well as methods and
estimates used in the preparation of our financial statements. We also provided a discussion of Critical Accounting
Policies and Estimates in our 2016 Annual Report.
Other than the addition of certain intangibles (net of amortization) and goodwill due to the acquisition of AMSA, there
have been no significant changes in our critical accounting policies and estimates from those reported in our 2016
Annual Report. See Note 2 for further information on the acquisition.

Recent Accounting Pronouncements
For a full discussion of the significant recent accounting pronouncements which may impact our financial statements,
see Note 11.

Outlook
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Our business has performed well through the first nine months of 2017. Our stated goal is to provide a 10% return per
year for our shareholders over any five year period (defined by earnings per share growth plus dividends), although
we may not necessarily achieve a 10% return each year. We continue to have confidence in our customer-focused
strategy and approach to the market. We believe the fundamentals of how we run our business - a long-term view,
safety-first culture, customer-focused solutions, technology-driven product offerings, and world-class supply chain
capability - will continue to be beneficial for all of our stakeholders.
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We expect our petroleum additives segment to deliver solid performance in 2017, after having posted strong operating
results over the past several years. We expect that the petroleum additives industry shipment demand will grow at an
average annual rate of 1% to 2% over the long-term, as there have been no significant changes in the positive
fundamentals of the industry. Over the long-term, we plan to exceed the industry growth rate.
We have made significant investments to expand our capabilities around the world over the last few years, which are
continuing in 2017. These investments have been and will continue to be in organizational talent, technology
development and processes, and global infrastructure, consisting of technical centers, production capability, and
geographic expansion. We intend to utilize these new capabilities to improve our ability to deliver the solutions that
our customers value and to expand our global reach and improve profits. We will continue to invest in our capabilities
to provide even better service, technology, and customer solutions.
On July 3, 2017, we completed our acquisition of AMSA, a petroleum additives manufacturing, sales and distribution
company based in Mexico City, Mexico. In addition, construction continues on phase two of our manufacturing
facility in Singapore, which is expected to be completed in the second half of 2017 and will more than double our
investment there.
Our business generates significant amounts of cash beyond what is necessary for the expansion and growth of our
current offerings. We are making investments to position ourselves for the future. We regularly review our many
internal opportunities to utilize this cash from a technological, geographic, and product line perspective. We believe
our capital spending is creating the capability we need to grow and support our customers worldwide, and our research
and development investments are positioning us well to provide added value to our customers. Our primary focus in
the acquisition area remains on the petroleum additives industry. It is our view that this industry segment will provide
the greatest opportunity for solid returns on our investments while minimizing risk. We remain focused on this
strategy and will evaluate any future opportunities. Nonetheless, we are patient in this pursuit and intend to make the
right acquisition when the opportunity arises. We will continue to evaluate all alternative uses of cash to enhance
shareholder value, including stock repurchases and dividends.
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ITEM 3.     Quantitative and Qualitative Disclosures About Market Risk
At September 30, 2017, there were no material changes in our market risk from the information provided in the 2016
Annual Report.

ITEM 4.     Controls and Procedures
Evaluation of Disclosure Controls and Procedures
We maintain a system of internal control over financial reporting to provide reasonable, but not absolute, assurance of
the reliability of the financial records and the protection of assets. Our controls and procedures include written policies
and procedures, careful selection and training of qualified personnel, and an internal audit program. We use
third-party firms, separate from our independent registered public accounting firm, to assist with internal audit
services.
We work closely with the business groups, operations personnel, and information technology to ensure transactions
are recorded properly. Environmental and legal staff are consulted to determine the appropriateness of our
environmental and legal liabilities for each reporting period. We regularly review the regulations and rule changes that
affect our financial disclosures.
Our disclosure controls and procedures include signed representation letters from our regional officers, as well as
senior management.
We have a Financial Disclosure Committee (the committee), which is made up of the president of Afton, the general
counsel of NewMarket, and the controller of NewMarket. The committee makes representations with regard to the
financial statements that, to the best of their knowledge, the statements do not contain any misstatement of a material
fact or omit a material fact that is necessary to make the statements not misleading with respect to the periods covered
by the report. They also represent that, to the best of their knowledge, the financial statements fairly present, in all
material respects, our financial condition, results of operations, and cash flows as of and for the periods presented in
the report.
Management personnel from our geographic regions also represent that, to the best of their knowledge, the financial
statements and other financial information from their respective regions, which are included in our consolidated
financial statements, fairly present, in all material respects, the financial condition and results of operations of their
respective regions as of and for the periods presented in the report.
Pursuant to Rule 13a-15(b) under the Securities Exchange Act of 1934 (the Exchange Act), we carried out an
evaluation, with the participation of our management, including our principal executive officer and our principal
financial officer, of the effectiveness of our disclosure controls and procedures, as such term is defined in Rule
13a-15(e) under the Exchange Act, as of the end of the period covered by this report. Based upon that evaluation, our
principal executive officer and our principal financial officer concluded that our disclosure controls and procedures
are effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There has been no change in our internal control over financial reporting, as such term is defined in Rule 13a-15(f)
under the Exchange Act, during the quarter ended September 30, 2017, that has materially affected, or is reasonably
likely to materially affect, our internal control over financial reporting.

24

Edgar Filing: NEWMARKET CORP - Form 10-Q

38



Table of Contents

PART II.     OTHER INFORMATION
ITEM 1.     Legal Proceedings
We are involved in legal proceedings that are incidental to our business and may include administrative or judicial
actions. Some of these legal proceedings involve governmental authorities and relate to environmental matters. For
further information, see “Environmental” in Note 8.
While it is not possible to predict or determine with certainty the outcome of any legal proceeding, we believe the
outcome of any of these proceedings, or all of them combined, will not result in a material adverse effect on our
consolidated results of operations, financial condition, or cash flows.
In late 2013, Afton initiated a voluntary self-audit of its compliance with certain sections of TSCA under the EPA’s
Audit Policy. If any potential TSCA violations are discovered during the audit, we would voluntarily disclose them to
the EPA under the Audit Policy. In August 2014, the EPA staff began its own TSCA inspection of both Afton and
Ethyl. While it is not possible to predict or determine with certainty the outcome, we do not believe that any findings
identified as a result of our audit or the EPA’s TSCA inspection will have a material adverse effect on our consolidated
results of operations, financial condition, or cash flows.

ITEM 6.     Exhibits

Exhibit 2.1

First Amendment to Share Sale Agreement, dated as of June 30, 2017, by and among Afton Chemical de
Mexico, S.A. de C.V., Chevron Oronite Company LLC, the individual Local Sellers referred to therein,
the Local Sellers' Representative referred to therein, Aditivos Mexicanos, S.A. de C.V., NewMarket
Corporation, as Buyer Guarantor, and Afton Chemical Corporation (incorporated by reference to Exhibit
2.1 to Form 8-K (File No. 1-32190) filed July 3, 2017)

Exhibit 3.1 Articles of Incorporation Amended and Restated effective April 27, 2012 (incorporated by reference to
Exhibit 3.1 to Form 8-K (File No. 1-32190) filed April 30, 2012)

Exhibit 3.2 NewMarket Corporation Bylaws Amended and Restated effective August 6, 2015 (incorporated by
reference to Exhibit 3.1 to Form 8-K (File No. 1- 32190) filed August 6, 2015)

Exhibit 10.1 Summary of Directors’ Compensation*

Exhibit 10.2

First Amendment, dated as of October 10, 2017, to Note Purchase Agreement dated January 4, 2017, by
and among NewMarket Corporation, The Prudential Insurance Company of America, The Gibraltar Life
Insurance Co., Ltd, The Lincoln National Life Insurance Company and The Prudential Life Insurance
Company, Ltd.

Exhibit 10.3

Credit Agreement, dated as of September 22, 2017, by and among the Company and the Foreign
Subsidiary Borrowers party thereto; the Lenders party thereto; JPMorgan Chase Bank, N.A. as
Administrative Agent; Bank of America, N.A. and PNC Bank, National Association as Co-Syndication
Agents and Citibank, N.A., DBS Bank, Ltd. and US Bank, National Association as Co-Documentation
Agents (incorporated by reference to Exhibit 10.1 to Form 8-K (File No. 1-32190) filed September 26,
2017)

Exhibit 31(a) Certification pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934, as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002 by Thomas E. Gottwald

Exhibit 31(b)Certification pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934, as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002 by Brian D. Paliotti

Exhibit 32(a) Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 by Thomas E. Gottwald

Exhibit 32(b)Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 by Brian D. Paliotti

Exhibit 101 XBRL Instance Document and Related Items

*
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Indicates management contracts, compensatory plans or arrangements of the company required to be filed as an
exhibit
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

NEWMARKET CORPORATION
(Registrant)

Date: October 26, 2017 By: /s/ Brian D. Paliotti
Brian D. Paliotti
Vice President and
Chief Financial Officer
(Principal Financial Officer)

Date: October 26, 2017 By: /s/ William J. Skrobacz
William J. Skrobacz
Controller
(Principal Accounting Officer)
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