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fin Thousands of Dollars Except Per Share Dau 1987

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,022,277

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,335

Net income per shar e . . . . . . . . . . . . . . . . . . . . . . . . . . 2.06

Dividends per share . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .22

Capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,804

Research and development expenses . . . . . . . . . . . . . 61,538

Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . 621 ,633

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 939,378

1986

$985 , 182

78,185

1 . 97

1 . 17

52 , 155

51,223

572 , 679

877,907

Common Share Price History Dividends per Common Share

1987 1986 1987

High Low High Low 1st quarter $ .30
1st quarter 39'/, 32'/K 31'/H 25`Y8 2nd quarter .30
2nd quarter 41'/- 33'/s 35'/8 26`/H 3rd quarter .30
3rd quarter 41'!K 35'1> 341 25`/, 4th quarter .32"

4th quarter 39'l~ 25'l., 35'l& 28'l. Total $1.22
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eW are pleased to r eport that consoli -
dated r evenues for 1987 were
$1,022,277,000 a nd thus exceeded the
$1 billion m ark for th e fir s t time . Reve-
nues exceeded $100 million in 1966

and passed the $500 million mark in 1977.
Consolidated net income fo r 1987 was $81,335,000,

and net income per share was $2 .06 . This includ ed
an after-tax gain on the sal e o f inv estments of $14
million , or 35 cents per share, and after-tax c harges
of $6.4 million , o r 17 cents per share . The gain was
on the sa l e of shares of Genentech , In c . At yea r-
end , Lubrizo l owned 6 .5 mill ion shares of that
com pany. Th e charges were for a write-off o f the
intangible assets o f a research p rogram in advanced
plant sc i ence and a write-down o f vegetable o il
inventory.

Dividends t o shareh old e r s for 1987 total e d $48.2
million . The quarterly divide nd was increased
from 30 cents to 32 cents per share in th e fourth
quarte r . A t o tal of 760 , 000 Lubrizol shares we ree
repurc hased during the year.
A sha reholder ri ghts plan , which in cluded a d iv i -

dend dist ri b ut ion o f one purchase rig ht for e ach com -
mon share, was a dopted . The rights transfer only
with th e shares. The princ ipal purpose of th e plan
is t o prevent violation of the voting r equirements,
previous l y adopted by sharehold e rs, concerning
the acquis iti on of 20% or more o f th e shares out -
standing, o r a tender offer for like amount . Suc h
c ir cumstances co uld occur in a take over attempt , in
which case rights ce rti f i c at es would be i ssuable to
share holder s.

In vi ew of the att e ntion be in g g i ven t o the U . S.
balance of tra de, a comment in that respect i s
merit ed. Lubrizo l is a m a jo r exporte r o f a dditives
to improve the performance of lubricants and
fue l s worldw ide and a l so exports ag ricultural
products . In addition, the company receives divi -
dends, roya lties and fees from abroad. The to tal
contribut io n from these sources in 1987 was more
than $300 milli on .
Capit a l expenditur es fo r 1987 wer e $42 million,

s ligh tly above those o f a year ago . They are
expec ted to be about $ 50 million in 1988 .
Cash and short - t erm investments to ta l ed $92 . 7

milli on at th e end of 1987 compared with $85 .6
million a year ago . The company 's financial pos i -
t ion con t in ues to be strong . Shareholders' e quity at
year-end was nine tines debt .

Consolidated net in-
come included an after-
tax gain on the sale of
investments of $14 nail
]inn, or 35 cents per
share, and after-tax
charges of $6 .4 million,
or 17 cents per share .
The charges as well as
the gain were in connec-
tion with our diversifi-
cation program rather
than our worldwide
additive business .

Lubrizol's Divers!lfcatfon Program
In additi on to its su ccessful and growing additiv e
business, the company began a diversification
program several years ago . The purpose of thi s
program is to deve lop new specialty chemical
businesses and thereby c reate value for
shareholders.

Our activities relating t o industrial and diver s i -
fi ed produc t s ar e part of this program . There are
two other aspects of this program . One of these
concerns the ac tiviti es of Lubrizol Enterprises , Inc .
The other concerns the act i vities of Agrig enetic s
Co rpo ration .

Lubrizol Enterprises is r esponsible for deve l -
oping bu siness opportunities based on new tech-
nologies in th e biologi cal , chemi cal and material
sciences. One of the fir s t fi e lds we identi f ied as
being o f parti cular intere st was biotechnology, and ,

To
Our
Shareholders

Consolidated revenues
for 1987 increased 4%
and exceeded the S 1 bil-
lion niark for the first
tinic . Consolidated net
income increased 4(1/lo,
and net income
per share was $2.06 .
Additive shipments also
rose 4% .

Lubrizol's Principal Business
Additives have been Lubrizol's princ ipal business
for 60 years. These are specia l t y chemica ls which
are used to impr ove the performanc e of lubricants
and fuels. Lubrizol pion eered deve lopment of
these products and currently serv es a worldwide
market , with customers in over 100 countri es.
The company has excellent pe ople , technology

and service, and these basic strengths have enabled
it to maintain a leadership position in this mark et .
To assure that thi s continues t o be the case, Lubrizol
Petroleum Chemicals Company was form ed
last spring . Lubrizol Petroleum Chemicals Com -
pany combines th e sales , marke ti ng, manufa ctur-
ing and international activities relating to this fi eld
in a n ew business unit of the company . Its prod -
u c t s include additives for motor oils , automatic
transmission fluids , gear oi ls and other lubricants
a nd, in its Bu siness Deve lopment Division , fuel
additiv es and indu strial and diversifi ed products.
Return on equity in th e Transportation & Indus-

try segment , which includes Lubrizo l 's worldwide
additive business, was 23% . Return on equity for
the company as a whol e was 14% . Product s hip -
ment s in th e Tl-ansportation & Industry segment
rose 4% .
The opportunities for further growth in this

business ar e very good . A new standard f or pas-
senger car motor o il s was issu ed in the first quarter
of 1988 , and impr oveme nt s for other lubricants are
being dev eloped . We have a growing business in
fu el additives. Good growth has been achieved in
industri al and diversified produ c t s, and the forma -
ti o n of add i t ional business units to focus on these
and related markets is being studied . An acqui s i -
t i on o r joint ve nture which would strengthen these
ac t iv i ti es may be one means of accomplish ing this ,



in 1979 , this led t o an investment in Genentech ,
Inc . Subsequently, we invested in a number of
other companies see king to develop advanced
tec hno logies.

Vi ewed in terms of an investment portfolio, thi s
program has been su ccessful . The marke t va lu e of
marketable sec ur i t ies at t he end of 1987 exceeded
the cost by $260 milli on . Now tha t a core of these
investments has been es tabl i shed, g reater empha-
s i s is be ing given t o d eve loping some of the present
ac ti v iti es into business units o f Lubrizol . While an
exception will be made in th e ca se of an unusual
opportunity, new investments will rece ive a l ower
prio rity. In additi on , s ome of the present invest-
ments which no longer fit into our program will
be sold .

I n addition t o its investmen t activi t ies, Lubr i zol
En terpri ses, through contract r esearch , joint ven-
tures and acquis itions , is d eve loping some attra c-
tiv e produ ct opportuniti es for Lubrizo l . The Agri -
bu siness segment of Lubrizol was an out growth
of this work . After gaining in sight into th e var-
ious aspects o f biotec hnology, we conclud ed that
there were applications for that technology in
ag ri culture . Directl y, there was an opportunity t o
use b io techno logy to deve lop superior c rop se eds .
Indirec tl y, th e re was an opportunity to deve l op
unique oilseeds, spec ia lty o ils and their chemical
de rivatives.

In 1982, Lubrizol Ent erprises he lped establi sh
and inves ted in Sungene Techno log i es Corpora -
ti on , an advanced plant sc ience company, and
contrac ted with Sungene for research . We also
acquired two seed companies and contrac ted for
research from other organizati ons and instituti ons .
I n addition , a subsidiary to mark et sp ecialty oils
was establ ished .

In 19 85, Lubrizo l a cquired Agrigene ti cs Corpo-
ration, a plant sc ience company with several seed
divisions. Our seed and specialty o il subsidiaries
we re merged int o it to f orm the present Agribusi-
ness segment of Lubrizo l . The rese arch in a dvanced
plant sc i ence has remained in the New Technolo-
g i es segment al ong with other a c tiviti es of th at
nature .
There were two deve lopments rega rding

research in advan ced plant sc ie nce last y ear. One
was that Lubrizol Ent erprises and Sunge ne estab-
li s hed Sunagra Research , a partne rsh ip , t o engage
in research of this type . The other was that th e
int angible assets of a separate program in ad -
vanced research were written off. Part o f Agri-
genetics' re search was funded by a r esearch part -

W. G . Bares

ner sh ip , and , in late 1985, we purchased the asse ts
of that program . Th ese asse t s were w ritt en off in
th e fourth quarter o f l as t year. This resulted in a
chargee in the New Technolog ies segme nt of $7. 2
mi lli on, which , aft e r- tax, was 12 cents per s hare .
Fundi ng of thi s research will continue pending
d ispos ition of the ass et s.
There was a lso a charge in the Agribusiness

segme nt of $ 3 million, w hi c h , aft er- tax , was 5
cents pe r share, for writing down vege table o il
inventor} : The o il produced fro m the c rop har-
vested in 198 6 did not meet th e des ired s tandard
fo r a high o l e i c, spec i a lt y oil . The oil produced
From the crop harves ted in 198 7, which is now
be ing so ld, mee ts the s tandard , and we have
fu rther plans to develop the marke t fo r t hese oils .

Corporate Officers
During 1987, W. G . Bares, President, was also
e l ec t ed Chief Operating Officer ; Willia m D .
Mannin g, Senior Vice Pres i dent, a l so becam e Pres-
ident of Lubrizo l Pe tr o l eum C hemicals Company ;
Geo rge R . Hill , former Vi ce President - Research
and Deve l opment , was e l ec t ed Senior Vi ce Pres i -
dent-Research and Deve lopment ; a nd J . 1 . Rue
was e l ec ted Secre tary. In Januar y 1988, J . R .
Cooper was elected Contro ll er-Financ ia l
Services.
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President
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Company. Units ship-
ped increased by 4%
over the very strong
performance of the pre-
vious year . Segment rev-
enues increased 6 07a .
Increased material costs
and other expenses held
segment income level
with 1986, but price
increases were
instituted late in the
year to offset these
increased costs .

Lubrizol Petroleum Chemicals Company
In t he nearly 60 years of Lubrizol's e xi s t ence, the
petro l eum industry has bee n the primary focus
of our business. As we broaden the base of our
specialty chemicals business , we will continu e to
recognize th e preeminence of this s egment of our
business.

Lubrizol Petroleum Chemicals Company was
formed during 1987 to maintain a concentrated
focus on thi s important mark etplace . Its organ iza-
tion includes manufacturing, sales and marketing ,
product deve lopment and internati ona l ope rations
It s most import a nt objec tive : serve our c ustomers
around the world with outstanding produ cts and
services. As this o rganization becomes more fully
developed , products that do no t re late t o th e petro-
l eum industry will be transferr e d to othe r business
segments.

Lubrizo l Pe tro l eum Che micals Company mar-
ke t s a dditive systems to oil compani e s and lubri -

TRANSPORTATION

INDUSTRY
Lubrizol
Petroleum
Chemicals
Company

1987 was a successful
year for Lubrizol
Petroleum Chemicals

Financial Highlights

In Thousands
]987 ]986

Revenues $939,766 $889,220
Research expenses 40 , 278 36 ,085
Operating income 139 , 533 139 ,632

o maintain its world l eadership as a devel -
oper and supplier of sp ecialty c hemicals ,
Lubrizo l i s dedica ted t o a str ong, ongoing,
research program . In 1987 , consolidated
research expenses in creased to over $61

million, o r 6% of revenues. Of these expenses , $40
milli on, or approximately 65%, we re for the devel -
opment of products for Lubrizol Petroleum Chem -
icals Company. This was an increase of 12% over
the previous year. Technical service costs , prin -
cipally mechanical t e st ing to qualify customers '
lubricants for various standards, were an addi -
ti onal $31 milli on , an incr ease o f 11% .

These in c reases we re incurred primarily to de-
velop and test pr oducts to meet n ew standards .
This research investment in products f or Category
SG for passenger car moto r oils , Category CE for
heavy duty diesel , new automatic transmission
fluid s and other new produ ct s i s essential prior to
their i ntroduc ti on . Once introduced , standards
su ch a s these represent signifi cant potential for
inc reased revenues and earnings .
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Market changes and the resu lting need for n ew
products and produc t adjustment s are preva l ent in
th i s area of our business . Demand for higher q u al -
ity lubricants, co ntaining higher additive content ,
rose in key transportation mark e t s during 1987 . In
addition , we continued t o es tabli sh a stro ng pres-
ence in ot her sectors of industry w he re we have

Counter tre nds are developing, however, includ-
ing the growing number of qui ck-change lubri ca -
ti on outl e t s which provide more conveni e nce fo r
the motor i s t . There is a l so a greater awareness by
the car owner that m anufa cturer s now consider
most vehicle use as "severe se rv ice ;" r equiring
more frequent o il changes. Whil e result s o f the se
trends cann ot he predi c t ed firmly, they are ex -
pec te d to lead t o gre ater lubri cant co nsumption
in th e future .
Total v olume o f lubr i cants p rodu ced and so ld

i sjust one factor affectin g a dditive consumption .
Equally important is the speci fi c ati on under whi ch
these lubrican t s a r e so ld . Specifica tions de te rmine
the volume of additives required in a parti cular
lubricant formulation . New and mor e demanding
spec ifi cation s have been under study for seve ral

Passenger car motor oil spec if icati ons w ill un-
doubtedly be str engthened in th e future t o achieve
higher l eve ls of p e rformance . Lubrizol's research ,
deve lopme nt , t esting and marke ting c apabiliti es
will allow u s to take maximum adva ntage of the se
opportunities.

OMMM
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cant compounders in over 100 countries . Below is
a geogra p hic distribution of 1987 sales :

United States 31%
Europe 33%
Far East 14%
Latin America 9%
Other Areas 13%

been developing exp ertis e f o r some time . The
fo ll owing is a rev iew of importan t deve lopments .

Passenger Car Motor Ol1
The world mar ket fo r passe nger car mo tor o il con -
t i nues to be the la rgest segment of th e lub ricant
business. In 1987 , the total population of autos
climbed to 365 mi l l io n , i nc lud ing t he 35 m ill io n

,~ new cars a nd light tru cks manufactu red during
the year. By 1990, g l obal production capac ity i s

c expected to exceed 37 milli on new passenger
vehi c l e s per year.

This huge int ernati onal f lee t r equires a vari ety
of lubricants , but certainly crankcase oils repre-
sent sen t the largest segment o f demand. Whi l e world -
w ide volume i s gr eat, annual grow th of lubricants
i s e stimated to r emai n a bout 1% pe r year through
1992 . Among the reasons for thi s s low g rowth is
th e i nc reasing numbe r of cars whose manufactur-
ers recommended longer drain int erva l s. In addi -
tion , many new vehic l es are equipped with
small e r four- or six -cylinder engin es, which
requi re l ess o il pe r change. They a lso have small
int ernal tol erance s, whi ch mean s they burn a nd
leak less oil during operati on .

years. The American Petroleum In stitute , which
issues passenger car m otor o il s pecification s in th e
United Sta tes, issued the new Catego ry SG la te in
the f ir s t quarter o f 1 988 .
SG lubrican t s are designed fo r service typ i ca l

o f gasolin e engines in passenger car s, vans and
li ght tru cks. They will provide a si g nifi cant in -
c rease in motor oil quality and performance , and
they will require higher additive treatment levels .

Performance advantages include im proved
control of d eposits , parti c ularly slud ge formation ,
be tter oxid a tive and thermal stability, g reater r esist-
ance to thi ckening and lower valve train wear. These
properties are ext reme l y importan t to equ ipment
manufacture r s, s in ce ty pical d r ive train warranti es
for cars produced in the Uni ted Sta t es a re now six
years or 60,000 miles. High quality lu b ri cant s,
such as API Service Category SG, will greatl y as sis t
in providing ac ceptable performance under th ese
warranties to both th e manufacturer and the
owner.
Equipment m anufacturers will require SG for

th e 1990 m ode l yea r. [t will he opti ona l for v ehi c l es
produced in 1 989 . European manufacturers are
equally interested in improved lubricant quality,
and we believe that SG quality oils will a chieve
general acceptance in this market .

Looking ahead , new mate rial s, co n cept s, regula -
tions and cus tomer demands are expec ted t o a lter
passe nger car engine design in th e future . Studies
indicat e that at l east on e-half of th e current e ngin e
confi gurati ons will be redesigned or phased out by
1995 . Plasti c a nd cera mic component s will find
in c reased use . Super c harging and four valv es per
cyl inder will become more common . Four- and
even three-cylinder engines with greater powe r out-
put will b e available . Two-cycle engin e s a re o nce
again being e valuated . The tr end toward improved
oil quality establi shed by SG w i ll all ow engine
designers t o employ these and other inn ovation s
secure in th e knowledge th at lubricant quality will
no t be a limiting fac tor.
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around the world now
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Monitored by Lubrizol

specialists, truck fleets
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grams totaling over 20

million mil es t o confirm
the field performance of
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Heavy Duty Diesel Engine Oil
In April 1987, the American Petro l e um Institute
i ssued Service Ca tegory C E for heavy duty di esel
engine o il . This upgraded specificati on des cribed a
quality lubri cant formulated to meet the demands
of modern turbochar ged or supercharged di esel
engines operating under heavy loads and sev ere
conditions CE provides improved quality incre ased
performance and requires higher additiv e treat -
ment leve l s than previous formulations.

Heavy duty diesel oils represent a signifi c ant
marke t for Lubrizol . World demand was s trong in
1987, and the estimated growth for fini sh ed lubri -
cants is 2% per year. North America i s th e lar ges t
single marke t and consumes a lmos t one-third of
the total world us e . Large, mixed, commercial
fleets are th e major customers. Th ey operat e vehi-
cles which range from the la rgest int e r s tate tru c k s
to light duty trucks , vans and passenger cars. They
buy "universal oil " which must m eet gasolin e
engine specifications in addition to diesel perform -
ance standard s and can h e used to lu bricate the
entire flee t . About 70% of the oil s so ld for diese l
engines in North Am erica have been f ormulated to
meet the previous high leve l of additive treatment ,
API CE/SF The API SG category will become es -
tablished for passenger car s in early 1988 . By the
end of this year, these popul ar univer s al oils will
be re formulated t o meet API CE /SG .

API CE and CE/SG are both improvements in
oil p erformance and qualit y, but many industry
observer s feel that th ey are tran s iti o n specifica -
ti o n s and s ignificantl y hi gher p e rformance will be
required in th e near future . Equipment manufac -
turers particularly feel that toda y's o il quality will
be in s uffi c ient for tomorrow's engines . Some o f
th ese manufacturers a re already sp ecifying highe r
l evels of quality in th e lubricants they recom-
mend . One of the reason s i s that l onger warranty
periods on new engines ar e becoming standard .
Another i s that engines des igned to produce more
power, be more fue l e fficie nt , mee t s ignificantl y
strict e r emission standard s and give satisfac to ry
warranty performance need improved lubrication .
U . S . federal emiss ion st andards are currently in

effect for v ehicl es powered by diesel engines. They
are progressive and will b ecome more s tringent in
th e e arly 1990 's . Allowable leve l s o f oxides of
nitrogen and parti culate matter will be reduced .
Lubricating oil that ente r s the combustion cham-
ber and is burned contribu tes to pa rti cula te e mis-
sions. New engines will be des i gned t o r e duce this
form of oil consumption, but regulati on s require
that this redu ction b e present for th e life of the
vehicle . For a Class 8 tru c k , w hi c h i s the largest
and r epresents about ha lf o f total produc tion ,

Changing conditions in the automatic transmission
fluid market suggest that a period o f s l ow growth
and stati c deve lopment is c oming to an end . A si g-
nifi cant change occurred in 1987 wh en the Ford
Motor Company introduced a new servic e fill c at -
egory of automatic transmission fluid named Mer
cony" . Lubrizo l 's additive techno logy was the fir s t
t o receive approval under thi s new specification .

Ford ' s initiative is important because field serv-
ice fluids r eprese nt th e major portion of the ATF
marke t , a s much as 80% of th e t otal used . Ford ha s
adopted a carefull y contro lle d licensing syst e m to
establish and mo nitor compliance with this speci -
fi c ati on, a system patterned after the successful
approach employed by the Gene ral Motors Corpo-
ration since 1973 .

General Motor s i s developing D exron II[ ~', a
new generation of automati c tran smission fluid s .
This is a complex pr ocess , since the fluid must pro -
vide satisfactory performance in the full range of
cars from subcompact , economy models to full-
sized, high pe rformance vehicles . This program is
targe ted t o supply fluids for new mod els in the
early 1990 's.

At the heart of these fluid upgrades are c harac -
te rist ics desi gned to please the driver through good
shifting and good driving "feel ." The fluid mu st also
possess good durability and hav e g reat re si stance
to wear, e nabling the transmi s sio n to mee t ex -
tended manufacturer warranti es. The customer
has come to expect that the characteristics found
in a n ew car will b e maintained throughout the
vehicle's li fe . Consequentl y, th e fluid must h ave
very stable fri c tion characteris ti cs, e xcellent ther-
mal and oxidativ e s t a bility, good low temperature
pe rformance and improved anti -wear.

Automo tiv e equipment manufacturers in both
Europe and J apan have significantly increased their
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useful life is defined as 290,000 miles. Lubricants
must be of extremely high quality and be changed
according to manufacturers' recommendations to
meet these exacting demands.

For many years, Lubrizol has had a reputation of
providing the additive technology that has helped
the heavy duty truck industry meet its needs. We
are already at work helping manufacturers and
others in this industry identify the formulations
that will meet the next level of performance .

Automatic Transmission Fluids
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Diversified Products Group
Growth in performance specia lt y c hemicals is also
eviden t in o r e processing in the mining industry,
where Lubrizol is market ing its newly developed
Flotezol '" ore fl o tation agents .
Ore flotati on is a process us e d t o separate valu-

able ore from "tailings" the e xtraneous earthy
material that i s mixed with the ore as it is mined .
The process is a ccomplished by grinding the mix -
tu re of ore and tailings , slurring it with water and
intr oducing air bubble s int o the s lurry in a flota -
ti o n machine . The o r e parti c l es attach t o the air
bubbles and are carried t o th e s urface of the
mixture while the tailings sink t o the bott om. The
t wo layer s are separated by s kimming off the t op
layer. Fl o tezo l enhances th is p rocess and provides
superi o r recove r y a nd se lectiv it y over conven -
ti ona l reagents. Flotezol c an be Custom des igned
and formulat ed fo r the flotation of gold , s il ve r ,
copper, lead, zin c, iron and other sulfide mine rals.

Since commercial intr oduc tion in early 1987 ,
Fl o tezol has attrac ted repeat orders from several of
the majo r minin g co mpanie s .

10

output o f cars equipped with automatic tr a nsmis -
s ions. Close contac t with th ese manufac turer s
through Lubrizol's engineering liai son offi ces, cou -
pled with an aggres sive research and deve l opment
program, has e nabled us t o begin wo rking t o ward
a g loba l c la s s of aut oma ti c transmiss i on fluids.

Lubrizo l 's succes s i n deve l oping th e t echno logy
required by thi s indu stry establi shes for u s an
excellent pos iti o n from which to further build on
o ur r o l e as the major suppli e r o f a utoma ti c trans-
miss ion flu i d s .

Business Development Division
"1'hrouyh its three uPeratinV,-ruups, Diversified
Products, Fur I Products and Industrial Products,
this division has responsibility for developing and
marketing specialty chemicals for industry This
market-driven, performance-oriented organiza-
tion has identified specific industry segments for
growth. A process has been developed that recog-
nizes customer needs, then nr<<rshalls the people,
technical and financial resources required to
develop and market successful products. Lubri-
zol's objective is to expand existing business and
promote growth into new areas.

Industrial Products Group
Safety is a major consideration in the explosives
industry. Emulsion explosives, used in mining and
construction, do not require a high explosive sen-
sitizer or chemical and, therefore, exhibit very
desirable safety and handling characteristics . In
cooperation with a recognized leader in the explo-
sives industry, Lubrizol has developed proprietary
emulsifiers and dispersants that meet the needs of
these formulations. A combination of dispersant
technology, formulation expertise, testing knowl-
edge and field know-hoNv, this technology has
brought a new standard of storage stability and
field performance to the emulsion explosive
business .

Passive Extreme Pressure` agents weree intro-
duced to the metalworking industry in 1986 . Field
performance is excellent, and the chemical com-
position of the fluids makes them safer for workers
to handle and environmentally acceptable . Addi-
tionally, they consistently produce superior surface
finishes on metal parts, are non-corrosive to
yellow metals, provide rust protection after metal-
working, are biodegradable and provide operating

econ omies despite hi gher initial cost . Lubrizol has
been successful in e stabli shing a worldwide base
of business in this product line that will serve as a
foundation for future growth .

Fuel Products Group
Pert Fuel Injection ~PF I J ad d i ti ves for gaso lin e have
become standard in th e united States with all gaso -
lin e marketers activ ely promoting th e quality of
the ir products. Several of th e internati onal petro-
leum companies produce and use prop rietar y gaso -
lin e additives . Lubr izol PFI additives, because o f
the ir sup e rior p e rforman ce, have captured a large
share of the n on-captive market .

Fuel additives will continue to be a growth bu s i -
ness. There is growing concern over the prob l e m
o f intake valve deposit s ( IVD ) in new cars using
unleaded gasolin e . This is a more serious problem
than inj ector clogging, s ince it d eve lops more
s lowly, o ften taking 15,000 to 20,000 miles of
driving to produ ce performance and emission
problems. At present , th e re is no known method
o f c l eaning up these de posits once they are
formed . Longer warranty periods fo r dri ve train
components and the Environmental Protection
Age ncy ' s insi s tence that n ew auto s meet emission
standards for at l east 50 ,000 miles make it imper-
ative that thi s problem be solved .

A successfu l gaso l ine add i t ive that sol v es the
IV[) prob l e m could prov ide the l ead t o additional
busin ess with th e major marke te rs . By focus ing its
t echnical resources on the probl e m , Lubrizol is
working to deve lop a sa ti s fac tory solution .
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Financial Highlights traits are crossed and grown over several genera-
ti ons during which improved plant types are
selected .

In addition t o plant breeding, we hav e e xtensive
research in th e new bio techno logi es, in cludin g ce ll
and ti ssu e c ultur e techniques and recombinant DNA
technology DNA was discovered in th e 18 60's,
but litt l e atte ntion was g iven t o thi s discovery until
the 1950's when C rick and Watson asce rtained that
DNA is i n th e form o f a double helix and made a
mode l o f its s tru cture . Since thi s discovery i s the
foundation for modern bi o technology, Agrigene ti cs
has adop ted th e double he lix as it s co rpora te symbol .

Every form of li fe i s made up of ce ll s . In our
ce ll and ti ssue resear c h , p lant cells o r tissues are
grown in c ulture under carefull y contro ll ed condi -
tions. The tim ee req uired t o gene rate and s ta bilize
im proved var ie ti e s o f plant s i s shortened . In addi -
t i on , pl ant va riations can be obtained with great e r
e ff i c i ency than through tr adit ional breeding.
Our resea r ch conce rning recombinant DNA

techno logy re l ates to the molecular stru c tu re o f the
ce ll . Every ce ll contains DNA, a c hemica l sub-
stance w hi ch holds th e gene tic code, o r blu eprint ,
fo r life. Genera ll y, we see k t o isolat e genes which
contain the code for a desir ed trait and trans fe r t h i s
t rait into plant ce ll s so t hat i t w il l subsequen tly be
expressed in the host plant . Thi s technology some-
times termed genetic engineering, a l so permit s the
benefi c ial alt e rati on o f genes. Through these meth-
ods, unique combinati ons o f plant genes can be
achieved which would no t otherwise be availab le .

Plant breeding and plant bi o t echno log y t ec h -
niques are used in combination with on e anothe r.
An objective in th e case of c r op seeds is t o improve
y i eld s. This can be accomplished by improv ing th e
p l a nt 's resistance to weather stress, insec t s o r
disease . Improved nutr i ti onal values ar e also an
impor tant co nsiderat ion . In t he ca se of vege table
oi l s, a principal objective i s t o modify the che mical
composi t ion of t he o il e ith e r for nutr i ti onal pur-
poses or a s a source of indu s trial spec i a lty chem-
icals, both for Lub r i zo l and the marke t ge nera lly.
Seeds are the package fo r the genetic code fo r

pl a nt s . Seed production i s, th e refore, important .
On ce see d produc t s are deve loped in research , the
p lan t s are grown by farmer s unde r contract with
the company 's seed divisions. Following harves t ,
the seeds a re conditi oned i n processing un it s by
the seed d i visions and so l d t o farmers in th e next
planting se ason . A prin cipal m eans o f di s tribut io n
is an organiz ati on of more than 10 ,000 farme r /
a gents who sell the seed t o the ir ne i ghbor s a s we ll
a s use it in the ir own planting .

Research and Production
In its Agribusiness anti New 'Technologies seg-
nients, Lubrizol is engaged in extensive research to
develop superior crop seeds and specialty oils.

The traditional method of improving plants is
through crossbreeding and selection . In this method,
two individual plants containing complementary

12

AGRIBUSINESS

Agrigenetics
Corporation

Agrigenetics Corpora-
tion has a commercial
business in crop seeds
and a developing busi-
ness in specialty vege-
table oils . Segment
revenues were lower
than a year ago pri-
marily due to the gov-
ernment's program to
reduce crop surpluses .
In addition, a seed divi-
sion, since sold, contrib-
uted $5.5 million In
sales in 1986 . Segment
loss of $4 .3 million was
principally due to a
before-tax charge of $ 3
million for a write-
down of vegetable oil
inventory.

In Thousands
1987 1986

Revenues $82,511 $95,962
Research expenses 4,033 5,003
Operating loss 14,275) (10,624

A ~rigene tics Corporation has se ven seed
div is ions which ar e e ngaged in the deve l -
opment , product i on and sal e o f crop
seeds and a jo int e ffort in thi s business
w i t h an a ffiliate in Ita ly. It also has a

div i s ion which is responsibl e fo r deve loping a
bus iness in spec ia lty vegetab le o ils.

Crop seed sa l es accoun ted for nearly all of the
segme nt revenues o f $ 82 .5 million i n 1987. Co rn
represented 50% o f seed sa l es, soybeans 15%,
sorghum 14%, sunflowers 10% and seeds for other
c rops 11% . Export sal es were 16% o f the total .

Specialt y o il s a re a deve loping business. In 1986,
Agrigen e tics o btained a U .S. pate nt covering hi g h
o l eic sunflowe r hybrids. The high o l eic co ntent of
the o il f rom these hybrid s imparts oxidative sta -
bility to th e o il , a p rope rty whi ch i s v aluable in
commercial cooking to preve nt disco loration o f the
food and to increase it s s he l f li fe . The o il i s a l so
be lieved to have health benefit s, and a nutriti on a l
study seek ing to demonstrate these benefit s i s
presently being condu c ted a t a lead ing university.
The o il seed crop g rown two yea rs ago was

adversely affec t e d by weather. As a result , so me o f
thi s oi l , w hi ch was availab l e fo r sale in 1987, did
no t meet the 80% ole ic l evel desired for a hi gh
o l e i c, spec i a lt y o il . Therefo re, the inventory was
wri tt en down . A new hybrid was g row n for the
198 7 c rop, and t he oi l cur r e ntl y being sold mee ts
the desired standard . We have further plans to
deve lop thi s marke t , a nd we a re deve loping other
specialt y o ils.
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Scientists at Genen-

tech, Inc., working on

behalfof GLC Associ-

ates, are developing a

new biological process

for manufacturing

vitamin C .



n this segment .
tesearch expenditures
n 1987 were $172 mil-
ion . Before-tax gain on
he sale of investments
.vas $21 .2 million . A
Nrite-off of $72 million
Before-tax, contributed
o a segment loss of

; 9 million .
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Lubrizol
Enterprises,
Inc.

[I]e business urn

- _~

Finan cial Highlights

In Thousands
1987 1986

Gain on sale
of investments $21,234 $ 15,637

Research expenses 17,227 10,135
Operating loss (9,021) (462)

L ubrizol Enterprises, Inc . is responsi bl e fo r
deve loping busines s opportunities for
Lubrizol ba sed on new techno logies in the
b i o log ic al , chemical and mate ri a l sc i ences.
Frequently, th ese ac tivities begin with an

investment in a new company seeking to dev e l op a
tec hnology of parti cular int e re st . Investme nt s have
been made in a numbe r of companies, a nd a lis t o f
these i s s ho wn in th e accompanying table .
From a portfoli o standpoint , this has been a

successful p rogram . Th ree o f the companies have
become publi cly-owned , and , at y ear-end , the mar-
ke t va lue of these mark etable securiti es exceed ed
t heir cost by $260 m i llion . It is be li eved that the
value o f the po rtfoli o in th e non -public companies
has also appreciated . Gain, befor e- t axes, on the
sa l e o f investments in 1987 was $21 .2 mill ion .

I n add i tio n to these investment activ i t i es,
Lub rizol Enterprises i s d eve l oping some attractiv e
produc t opportunities for Lubrizol . Research pro-
grams are a maj or part o f this activity, and the total
of such expenditures for 1987 was $17. 2 million .
Th e research may be c arri ed out at th e new
company, at univ e r s iti es or other or ganizations o r,
as to cer tain phases of th e work , at Lubrizol . Often,
several of these approa ches are us ed in combina -
tion . Relat ed technology may also be licensed fr om
others.
Occasionally, a re search program i s acquired

and a new subsidiary is establi shed t o enga ge in
that work . During 1987, techno logy and equip -
ment to d eve l op elect o• rheolog i c al (" ER " I fluid s
was acquired, and Rheoactiv e, Inc ., a subsidiary of
Lubrizo l , was es tablished t o e ngage in research and
deve lopment of these fluids . The principal indivi -
dual s who had prev i ously been associated with this
program joined Rheoactive to continu e thi s work .
ER fluid s a re mixtures of oil and minut e parti -

c l es which have the property of changing from
liquid t o so lid when voltage is ap plied . The degree
of thic ken ing is proport ional to the magnitude
of the vo ltage appli ed and is r eversibl e . Such
fluids have potentia l applicati ons in a vari ety of



Ownership

100%

29%

27%

8%

100%

21%

28%

80%

25%

11%

22%

35%

50%

34%

16%

32%

Material Sciences

A ltos Corporation
San Jose , CA

Greenwich Oil
Corporation

Dallas , TX

Int e ra Company, Ltd
Cleveland . TN

Technology and specialty
chemicals to improve synthetic
fibers
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advanced hydraulic mechani sms whic h are being
inve st i gat ed by equipment manufa cturer s f o r pos-
sible use as automatic transmissions, c lut c hes ,
shock absorbers , mo to r mounts, power s teering
systems and brake mechanisms .

At prese nt , a major portion of the expenditures
in th e New Tec hno l og i es segment is for re search
programs relating to advanced plant science . In
1 98 5, Lubrizol a cquired Agri gene tics Corporation ,
a pl a nt scien ce and d iver s ifi ed seed compan y.
Several years ea rli e r. Agrigeneti cs had estab li shed
a research partn er s hip t o fund part of its r esearch ,
a nd , in lat e 198 5, Lubriz ol acquired the assets o f
this program . These asse ts were writte n off in th e
fourth quart er of 1987 Funding o f thi s research
will continue pending disposition of the assets.

Several y ears a go, Lubrizol En terprises helped
establi sh and invested in Sungen e Techno log i e s
Corporation, an advanced plant sc ience compare};
and contracted for research at the company. Dur-
ing 1987, Lubrizo l Enterprises and Sunge ne e stab -
li s hed Sunagra Research , a partn ership , to engage
in th e deve l opme nt of e lite germpla sm for corn ,
s unflower and rapeseed using adva nced bio log i cal
techniques. Lubrizol Ent erprises, which ha s an
economic int e res t o f 80% in Sunagra, and Sungene
will provid e a total of S20 milli on in r esearch
funding over a pe riod of thr ee year s. Products
deve loped in thi s r e sea rch will h e so ld by
Agr i ge ne ti c s Corpo ration unde r a l ice nse an d
marketing agr eement with Sunag ra .

In early 198 7, Lubrizol Enterprises agreed to
fund up to $5 .4 milli on in r esearc h at Mycogen
Corporation over a period of thr ee years. Progress
i s be ing made in this re searc h which seeks to
iso lat e novel protein bio toxins and th e ir re lat ed
genes to impart insect resistan ce in plants. Sunagra
has been li ce nsed as to deve l opmen t s fr om thi s
prog ram . Last year, Mycogen had an initi a l publi c
offering o f it s shares .
GLC Associates , a partn e r ship with Genentech,

is c ontinuing developm ent of a new bio logic al
process t o make vitamin C . The program is on
schedule, but th e technical benc hmarks become
increasing ly diffi cult as the project progresses .
Provided these are met, initial production is
targe te d to begin within three years.

Investment Summary

Company

Bio logical Sciences

Agrigene ti cs Advan ced
Sc ience Company

Madison , WI

ChemGen Corporation
Rockville, MD

Creativ e BioMolecul es,
Inc .

Hopkinton , MA

Ge nentech , In c .
South San Fran cisco , CA

Lubrizol Gen e ti cs, Inc .
Wickliffe, OH

htycogen Corporatio n
San Diego , CA

Ocean Ge ne ti cs, I nc .
Santa Cruz, CA

Sunabra Resear ch
P a l o Alto, CA

Sungene Technologies
Corporation

San Jose, CA

Syntro Corporation
X311 Diego, CA

Chemical Sciences

Ca ta l v tica Assoc ia t es
Mountain View, CA

ChcmDes ign Corporation
Fitchburg, MA

GLC Assoc i a tes
Wirkliffe, OH

Field

Research in advan ced plant science

Dev e lopme nt of bi otransformation
processes for p rod uc i ng specialty
c henlWals

Pro tein engineering and producti on
sys te ms

Pharmaceuticals fr om
b io technology

Resea rch in a d va nced pl a nt science

Development of biopesticides and
hic,herbicides

Marine bio tec hno logy t o deve l op
and produce specialt y chemical s

Resea rch in advanced plant sc i ence

Research in advanced plant sc i e nce

Biotec hnology to deve lop animal
vaccines and specialt y c hemicals

Development of new catalysts for
producing chemicals

Production o f c u s t om , fin e and
spec i a lty ch emicals

Partnership with G e nentech , Inc .
on n ew process for vitamin C

Lithium battery technology,
production a nd sale of batteries

Thermally enhanced oil recov ery
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Return on average shareholders' equity was 14% in 1987 and 1986, and 12% in 1985.

Revenues Research & Development Return on Equity
by Segment Expenses jpr r<<• n ti

572$1200

1983-1987 01983 - 1 y8 r' 0
∎ Transportation & Industry ∎ Transportation & Industry

∎ Agribusiness
∎ New Technologies

∎ Agribus in ess
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Management 's Discussion and Analysis
of Financial Condition and Results of Operations

Lubrizol is a specialty chemical company using chemical, mechanical and biological technologies to
develop products for world markets in transportation, industry and agriculture . The Transportation &
Industry segment, through Lubrizol Petroleum Chemicals Company, develops, produces and sells chemical
additives for automotive and industrial lubricants and functional fluids, fuel additives and diversified spe-
cialty chemical products . The Agribusiness segment, through Agrigenetics Corporation, develops, produces
and sells planting seeds for agricultural and oilseed crops, and develops and markets specialty vegetable
oils. The New Technologies segment, through Lubrizol Enterprises, Inc., invests in developing companies
and is engaged in research activities utilizing advanced technologies .

RESULTS OF OPERATIONS
Consolidated revenues in creased $37 million or 4 % in 1987 due to a $50 million or 6% increase in revenues
of Transportation & Industry, the company 's largest s egment . This was partially offset by a $13 milli on de -
c line in Agribu siness rev enues. Gross profit Sal es l ess Cost of Sales) as a percentage of sal es improved 1%
to 30% because of improvements in b oth Transportation & Indu stry and Agribusines s .

The improv ed gross profit in 1987 was offset by increased selling and admini strative expenses and higher
research and development expenses in bo th Tran sportati on & Industry and New Technologies. This resulted
in a sli ght decrease in 1987 operating income compare d to 1986 .

An increase in net interest income, due primarily to lower average borrowings, together with a lower effec-
tive income tax rate resulted in 4% higher net income . Net income was $81 .3 million or $2 .06 per share in
1987, compared to $1 .97 per share in 1986 .

Gain on the sale of investments was $21 .2 million ($14 .0 million or $ .35 per share after tax) in 1987 and $15 .6
million ($11 .2 million or 5 .28 per share after tax) in 1986 . Intangible research program asset and vegetable oil
inventory write-downs were $10 .2 million x$6 .4 million or x .17 per share after tax) in 1987. In 1986, write-
down of assets in the Agribusiness segment and the cost of early retirement programs in the Transportation
& Industry segment were $16 .7 million ($9 .2 million or $ .23 per share after tax) .



Revenues :
Transportation & Industry . . . . . . . . . . . . . . . . . . . . . . . . . . $ 939,766 $889,220 $803,718
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,511 95,962 109,633

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,022,277 $985,182 $913 , 351

$ 276,138 $257 ,248 $205,441
24,140 24,460 38,832

$ 300,278 $281 , 708 $ 244 , 273

$ 40,278 S 36 ,085 $ 34 , 128
4,033 5,003 5,452
17,227 10 ,135 3,911

$ 61,538 $ 51,223 $ 43 ,491Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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OPERATING RESULTS BY BUSINESS SEGMENT

/ I n Thousan ds of Dollarsl 1987 1986 1985

Gross profit :
Tran sportation & Industry . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusines s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Research and development expenses :
Tran sportation & Industry . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
New Technologies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Operating income doss } by business se gment :
Transportation & Industry . . . . . . . . . . . . . . . . . . . . . . . . . . $ 139 ,533 $139 ,632 $102 ,931
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,275) (10,624) 4,921
New Technologies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,021) (462 ( 5 , 997 )

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 126 , 237 51 ' 8,5- 1h S 1 1 1 1, 8 5

In 1986 , c onsolidated revenues increased $72 million or 8% due to an $86 million or ll% increase in
revenues of Transportation & Industry. This was partially offset by a $14 million decline in A gribusiness
revenues. Revenues in 1985 had in creased 8% as revenues generated through the acquisition of Agrigenetics
offset a 3% declin e in Transportation & Industry.

Gross profit as a percentage of sales in 1986 improved 2% to 29% because of improvement in
Transportation & Industry. Selling and administrative expenses increased 13% in 1986 because of higher
costs in Transportation & Industry Research and development expenses increased 18% primarily due to
advanced research in plant science in New Technologies .

Net income increased 30% in 1986 to $78 .2 million or $1 .97 per share, compared to $1 .49 per share in
1985. In addition to the improvement in Transportation & Industry operating income, which offset the
Agribusiness loss, gain on the sale of investments contributed $15 .6 million ($ll .2 million or $ .28 per share
after tax) to income in 1986 compared to $5 .4 million ($3 .9 million or $.10 per share after tax) in 1985 . Net
income per share in 1985 had decreased 14% because of the dilutive effect of the acquisition of Agrigenetics
and lower Transportation & Industry income .

Transportation & Industry Segment
In 1987, Transpo rtation & Industry reve nues , which accounted for 92 % of consolidated revenues, increased
because of a 4% improvement in volume and the ef fe ct of translating stronger for e i gn currencies into U . S .
dollars. The volume increase was broadly ba sed in overseas markets. Higher margin after material costs
during the first half of 1987 was partially offset by higher manufacturing e xpenses , resultin g in an increase
in gross profit pe rcentage of 1% to 30% . Sel li ng and administ rative ex penses increased 15% beca use of
increased sales and market devel opment activiti es, overseas testing and administrative support , including
legal expenses and c omputer sys tem enhancements. Research and deve lopment e xpenses increased 12% .
As a result of these fa ctors, operati ng income of Transport a t ion & Industry in 1987 was the same as 1986 .

In 1986 , Transportation & Industry revenues incr eased because of an 8% improvement in volume and
the effect of translating stronger forei gn currenc ies into U.S. dollar s . Revenues in 1985 had d ec lin ed 3% on



l ower overseas volume . In 1986 , volume was high e r in both th e domestic and overseas markets . Lower
material cost s, higher volume and th e e ffect of the w eaker dollar c o ntributed t o a 3% in c rease in the gross
profit p ercentage to 29% . Transportation & Industry gross profit in 1986 wa s reduced by $6.4 milli on for
costs of earl y retirement pro grams in th e United States, France and Spain . Selling and administrative
expenses in creased 16% because of curr ency effe c ts, higher t esting costs and increased administrativ e
support . Research and development expenses increased 6% . A chang e in th e method of accounting for
pension s under a n ew accounting standard reduced expenses by $4 . 7 million .

As a result of these factors , operating in come of Transportation & Industry increased 36% in 1986 after a 7%
declin e the p ri o r yea r.

Agribusiness Segment
Agr ibus i ness revenues decreased 14% in 1987 t o $83 million be cause of lower volume resulting from
reduced acreage planted by farmer s under the U . S. governm e nt farm program and loss of revenu es fr om
the Sunseeds divisi on which was sold in 1986 . Prior to it s sal e, Sunseed s rev enu es were E5 . 5 million in 1986 .

Gross profit in 19 87 wa s reduced by $3 .0 milli on fo r the write-down of vegetable oil inv entory to estimated
market value since it did not meet the desired standard f or a sp ecialty oil . Gross profit in 1986 was reduced
by charges of $4 .5 million for the write-down of excess seed inventories and $3 .0 million for the closing (if
five se ed processing plant s in response to , and anticipati on of, acreage reduc tions. Although volume was
lower in 198 1, g ross profit wa s approximately th e same as 1986 because of th e reduced effect of unusual
ite ms . As a r esult , g ross p rof it p e rcentage incre ased from 25% to 29% .

Agribusiness re port ed a smaller operating loss in 1987 than 1986 . While gross profit was th e same in both
years , reduced mar keting expenses at tr i butab l e to lower volume , and lower administrative and resear ch
expenses improved operating result s .

In 1986, Agribu siness reve nues decreas ed 12% com pared to 1985 because of th e sale of the Sunseeds divisi on
early in 1986 and lower vo lume fro m remaining operations, caused principally by redu ced acr eage planted
by farmers. Gross profit declined 37 % because of the inventory and property write -downs discussed abov e,
and lower volume . The g ross profit percentage de c lin ed to 25% in 1986 from 35% in 1985 , with the inven-
tory anti proper ty write-dorms accounting for e i g ht percentage point s of the dec line . Ag ribusiness reported
a $10.6 mill ion operatin g l oss in 1986 beca use o f the lower gross pro fit and a $1 .1 millio n l oss on th e sa l e o f the
Sunseeds d i vision .

New Technologies Segment
New ' [ i•c hn o log i c5 i s a business development and resea r ch segment , and does no t currently have revenues
from product sa l es. It deri ves it s inco me f rom the sal e o f inv estment s and from equity earnings of non-
consolidated co mpanies.

In 1987, New Techno l ogies incurred a $9.0 million operating loss , compared with a S .5 million loss in 1986 .
Researc h expenses incr eased $7 .1 million principally in advanced research in plant sciences. Also , 1987
in c luded a $ 7 . 2 milli on write-off of intan gibl e assets in a plant scien ce research program . These increased
cos t s were parti ally offse t by $ 5 . 6 milli on higher gain on sale of investments , which t otaled $21 . 2 million in
1987. The gain was from the sal e of shares of Genentech , Inc . At December 31 , 1987, the market value of
marketable securiti es owned by this segment exceeded cost by $260 million .

Ne w Techno log i e s incurred a small operating lo s s in 1986 compared to a $6 million loss in 1985 . Gain on the
sa l e o f investments was $15 .6 million i n 1986 compared t o $5 .4 million i n 1985 . The gain was prin cipally
from the sa l e o f shares o f Ge nentec h , Inc . Researc h expense increased in 1986 prin cipally because advanced
research in p l a nt sc ience, which had been pa rti a ll y funded by a limited partn e rship thr ough 1985, was
funded solely hVt hr cumpan\- in 1936 .

WORKING CAPITAL, LIQUIDITY AND CAPITAL RESOURCES
Cash provided from operations d uring 1 987 was $118 mi ll io n , a decrease of $28 milli on compared with 1986 .
Th e decrease resulted from in c reased working c apital needs in Transportati on & Industry and Agribu siness .
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Th e company 's financ ial p os ition continues to be strong . At the end of 1987, the ratio of current a s se ts to
current liabiliti es inc r eased to 3 t o I from 2.8 to ] at th e e nd o f 1 986 . Long-term debt a s a p ercent o f total
capita li zati on shareholders equity plus long- term debt) was 8% at th e end of 1987 and 1986 .

During 1987, working capital n eeds were financed by internally g ener a t ed fund s, and when needed due to
the seaso nality of Agribu sines s, through the i ssuance of commercial paper. The company be li eves its c redit
fac iliti es and int ernally generated funds will be s uffi c i e nt to meet n ormal workin g c apital and capital
investment needs during 1988 . The co mpany al so believes it ha s the financial strength t o o btain additi onal
c redit fac iliti es and other financing as n eeded .

Capital investme nt s consist of both property additi o ns and equity investments. Property additions , pri -
marily to provide manufacturing, admini s trativ e a nd technical support to Transportation & Industry , are
anticipat ed t o be approximate ly $50 mill io n in 1 988 .

In December 1987, the Financial Accounting Standards Board i ssued Stat e ment No . 96 , Accounting for
Income Taxes . As more fully d i sc ussed i n Note 8 t o t he financia l s t a tements, thi s pronouncement requires
companies t o change to the li a bility method f rom the deferr ed method of accounting f or income taxes .
Companies are required to ad opt the Statement by 1989 , but may adopt it earlie r . Because of uncertainties
about future income tax rat es and the complexity o f worldwide implementation , the company has not
decided in which year ( 1 988 or 1989 ) it will adopt th e standard . If ad opted in 1988 , it i s es timated that net
income would increase by approximate ly $13 milli on by r educing de ferred t ax liabiliti es which were
established at hi gher tax rat es in p rio r year s . Adoption will n ot have any other s ig nificant e ffec t on the
company 's finan c ia l state ments or operations.

The Tax Reform Act of 1986 did n ot have a material im pact on net inco me for 1987. A significant po rtion of
the company 's pretax in come is generated outside the Uni t e d States and therefore is not currently subje ct t o
U .S . i ncome taxes. On the portion of income subjec t to U .S. t ax , th e benefit of the reduction in th e statut ory
rate in 1987 was la rgely of fse t by th e repea l o f both the investment tax c redi t and the a lternat ive tax on cap i tal
gains, and by an incr ease in U . S . taxes on repatriated fore ign earnings. The prov is ions o f the Ac t a re not
exp ec t e d to have a materi al impac t on the co mpany's working c apital , liquidity or net income in futur e years.

Cash Provided from Capitalization
Operations lllillions~
~n1illiunsl

1 25

- - - - 100

75

50

25



Year Ended December 31

jl n Thousarids oflkO 1a rs Except Ye rShari Ihi( a 1 1987 1986 1985

Net sal es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 , 013 ,430 $.076, 776 $903,403

Royalti es and othe r revenues . . . . . . . . . . . . . . . . . . . . 8,847 8 ,406 9,948

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,022,277 985,182 913,351

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713,152 695,068 659, 130

Selling and administrative expenses . . . . . . . . . . . . . . . 141,698 129 ,427 114, 867

Research and development expenses . . . . . . . . . . . . . . 61 , 538 51,223 43 ,491

128,664

50,479

$ 78 , 185

$ 1 . 97

$ 60,224

$ 1 .49

The a ccwmpanvi ng notes to n nanaa l statemen ts a re an integral part of these statements
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Consolidated Statements
of Income

Total cost and expenses . . . . . . . . . . . . . . . . . . . . . 916,388

Other income - net . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,348

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,237

Interest - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,962

Income be fore tax es on income . . . . . . . . . . . . . . . . . . 129,199

Provision for taxes on income . . . . . . . . . . . . . . . . . . . 47,864

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 81,335

Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 .06

875,718

19,082

128 , 546

118

817 ,488

5,992

101 ,855

1,590

103 , 445

43 ,221



Consolidated
Balance Sheets

i l+i Th ousa nds of LkoNa rs! 1987 1986

$939,378

The accompanying no tes to financial statements are an integral part of these statements .
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December 3 1

Assets

Cash and short - term investm e nt s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Othe r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tot al curre nt a sse t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Property and equipmen t -a t cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Investments in non-consolidated companies . . . . . . . . . . . . . . . . . . . . .

Intangible and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Liabilities and Shareholders Equity

Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income taxes and other current liabilities . . . . . . . . . . . . . . . . . . . . . . .

To tal current li a biliti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long- term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Non -current liabiliti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

To tal liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

R e t aine d earn ings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accumulated translation adjustm ent . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total shareholders ' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TO' IA L . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 92,747

198,343

208,184

14,068

513,342

704,511
406,938

297 , :173

91,074
37,389

$939,378

$ 13,561

91,063

64,542

169 , 166

56 , 138

23 , 952

68 ,489

317 , 745

77,142
541 , 315

3 , 176

621,633

$ 85 ,643

165,386

194 , 1 7()

17,783

462,982

642 , 189

353 , 111

289 ,078

77,963

47,884

$877,907

~ 4,303

85 , 71 3

72 , 781

162 , 797

52 , 616

16,806
73 ,009

305 ,228

76 ,476

529 ,428

(33 , 225 )

572,679

$877,907



Year Ended December 31
(in Thousands of Dollars) 1987 1986 1985

$ 78 , 185 $ 60 ,224

47 , 807 49,253
5,523 11,861
8 ,400 3, 100

3 ,684 7, 113

143,599 131,551

(46,423)

x`10,460}

(11,695

7,879

(44,276)

127,145)
120,9011

429
14,663

(32,954)

$ 22,616

Increase iDecrease ) in Cash and Short -Term
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 7,104 $(48,2671

The accumFwr, ymg notes (u financial statem e nts a re a n integral part of t h ese s ta teme nts.
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Consolidated Statements
of Changes in Financial Position

Cash Provided from (Used for) :
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Charges t o operations not requiring c ash :
Deprec iati on and amorti zation . . . . . . . . . . . . . . . . .
Deferred taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Write-down of assets . . . . . . . . . . . . . . . . . . . . . . . .
Other, in cluding equity earnings o f

non-conso l i dated companies . . . . . . . . . . . . . . . . .

Change in non-ca sh working capita l :
Rece i v ables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Payables and other current liabiliti es . . . . . . . . . . . .
Other current asse t s . . . . . . . . . . . . . . . . . . . . . . . . .
Effect of changes in currency translation rat es . . . . .

Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cap ital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . .
Investments in non-consolidated companies,
and other acquisitions . . . . . . . . . . . . . . . . . . . . . . .

Acquisition of net asse ts of Agrigeneti cs,
excluding c ash . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sal e of divi s i on, l ess non -cash proceeds of $5,758 . . . .

Capital investments . . . . . . . . . . . . . . . . . . . . . . . . .

Borrowing (repayment) other than acquired
Ag rigene ti cs debt :
Short-term . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Long -term . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Issuance of common shares to acquire Agrigenetics . .
Common shares issu ed (purchased) . . . . . . . . . . . . . . .
Othe r- net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Financing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 81 , 335

53,108
(3 ,670)
10,216

(589)

140,400

(32,957)
(17, 038
(3,460)
1,026

29,933

(22,496)

117.904

(48, 202)

(42,O40 )

(55,804)

9,258
(250)

(20, 580 )
4,778

(6,794)

1 ] 6, 889
9,579

J4 ,948 1
{1 ,282
16 ,210

2,670

146,269

( 10 , 698)
(31 , 449)
(3 ,485)
( 1 , 21 0)
16,739

130, 103 )

101 , 448

(46,9931

(39 , 498 )

(1 9,433)

145,059)

(103,990

(30 , 433)
15,353
45,360

1 3 5,921)
6,909

1,268



Shareholders Equity
Number of Accumulated
Shares Common Retained Translation

Outstanding Shares Earnings Adjustment

(In Thousands ofDollars]

39 , 110 ,673 $30, 755 $520,288
60 ,224
(46,993)

2, 163 , 629 45,360

11,623,191) (1 , 220 ) 134,914)
9 , 629 213

22,285

39, 660, 740 75 , 108 498 ,605 (54 ,415)
78 , 185
(46 , 423)

21 , 190

(939

529 ,428 (33,225)
81 , 335
148,202)

36 ,401

(30,535) (23 )
60,603 1,391

39 ,690 ,808 76,476

(777,832 (637) (21,246
47,846 1,303

38,960,822 $77,142 $541,315 $3,176Balance , December 31 , 1957 . . . . . . . . . . . . . .

The accompanying notes to financial statements are an integral part of these statements
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Consolidated Statements
of Shareholders ' Equity

Balance, December 31, 1984 . . . . . . . . . . . . . .
Net income for 1985 . . . . . . . . . . . . . . . . . . . .
Cash dividends x $ 116 per share) . . . . . . . . . . .
Translation adjustment for 1985 . . . . . . . . . . .
Common shares issu ed to acquire

Agrigenetics Corporation . . . . . . . . . . . . . .
Common shares- 'IY easury :

Shares purchased . . . . . . . . . . . . . . . . . . . .
Shares issued up on exercise of stoc k options

Balance, December 31, 1985 . . . . . . . . . . . . . .
Net income for 1986 . . . . . . . . . . . . . . . . . . . .
Cash dividend s ($1 .17 per shared . . . . . . . . . . .
Translation adjustment for 1986 . . . . . . . . . . .
Common shares-Treasury

Shares purchased . . . . . . . . . . . . . . . . . . . .
S ha res i ssued upon exerc i se o f s tock options

Balance, December 31, 1986 . . . . . . . . . . . . . .
Net income for 1987 . . . . . . . . . . . . . . . . . . . .
Cash div idends ($1 .22 per share) . . . . . . . . . . .
Translation adjustment for 1987 . . . . . . . . . . .
Common shares -'I~easury :

Shares purchased . . . . . . . . . . . . . . . . . . . .
Shares i ssued upon exerc ise of s tock op tions

$(76,700



Note 2 - Inventories

1987

Finished products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 96 , 577
Pr odu c t s in pro cess . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58 , 904
Raw materials and s uppli es . . . . . . . . . . . . . . . . . . . . . . . 52,703

$208,184

1986

$ 71 , 286
77 .705
45,179

$194,170

Investments include marke t a bl e equity securiti es of $23 . 1 million in 1987 and $16 .6 million in 1986 . The
marke t v alu e o f these secur i ti es exceeded the cost by $260 milli on and $285 million at December 31, 1981
and 1986 .

26

Notes to
Financial Statements
(ln Tli .x4s1uxls u/ 1a 4iar., 1C7lh"nivs" fn,hru y ,1 I

Note 1 - Accounting Policie s

CONSOLIDATION - The consolid ated financial statements includ e the accounts o f th e company and its
subsidiaries. For non -conso l i dated compani es ( affiliates, the equity method of accounting i s used when
ownership exceeds 20% and the company has the ab i lity t o exerci se s ignifi cant influence over th e po li c i es
of the investee. Ot her aff i li ates a re carr i ed a t cos t .

INVENTORIES - Inventories are s tat ed at cost which i s not in excess of market . Cost of Transportation & In -
dustry segment inve ntories i s de termined by the l as t -in, fi rst - out (LIFO ) method in th e United States and
the firs t - in , fir s t -o ut I FIFOI method over seas . Agribusiness inventory cost is de termined by the average
cost method .

DF1>KecI :u • i orr - Accelerated dep recia tion methods are used in compu t ing deprec i at ion on approxim ate ly
72% of the depreciabl e asse t s. The remaining asset s a r e deprecia ted using the stra ight - line method . For
income tax purposes, diffe rent methods and rates a re used in cer ta i n ins tances. De fe rred income taxes
relating to these differences have been provided .

FOREIGN CURRENCY T a s.tv si.nr i oN - The asse ts a nd liabiliti es of most ov e rseas subs idiaries are trans lated
int o U . S. dollars at exchange rates in effe ct at th e balance sheet d a te . Operating results are tran slated at
weighted average exchange rat es i n effec t during the period . Net unrealized translation adjustments are
recorded as a se parate component of share holder s' equity.

PER S1 i ARE AMOUNTS - Net i ncome per share has been computed by d i v id i ng net income by th e ave rage
number of Common Shares outstanding during the year. Net income pe r share has not bee n adjus ted for the
effec t o f s t oc k options as the dilution ef fect would be l ess than 2% in any year.

OPERATING 1NCOMe - In 1987, other income - net is included as a component of operat ing i ncome .
Consolidated stat ements o f in come fo r p ri o r years have been rec lassified t o be c onsistent with the 1987
presenta tion .

Inventories on the LIFO method at December 31, 1987 and 1986 were 20% and 23% of consolidated
inventories. The current replacement cost of these inventories exceeded the LIFO cost at December 31, 1987
and 1986 by $29 .5 million and $28 .6 million . At December 31, 1987 and 1986, inventories of the Trans-
portation & Industry segment were $145.9 million and $134 .4 million, and Agribusiness inventories were
$62.3 million and $59 .8 million .

Note 3 -Investments in Non-consolidated Companies

198 7 1986

Investments c arried at equity . . . . . . . . . . . . . . . . . . . . . . . $73,001 $58,863
Inv estm e nts c arri e d at cos t . . . . . . . . . . 18,073 ]9 , 100

$91,074 $77, 9 i; :

Investments carried at equity exceeded the company's equity in the underlying book values by $28 .7 million
and $26.3 million at December 31, 1987 and 1986. The excess is being amortized over periods not exceeding
20 years .



Long-t erm debt cons i s ts of:
1987 1 9 8 6

$19,375 $19,375
7 . 875% Marine terminal/Industrial development revenue

bonds, due 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . .
Term Loans

7 . 99% due1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
5 .8% yen denominated, due 1993 . . . . . . . . . . . . . . . . .

Other various rated

Total

20 .000
12 , 025

1 ,2 16

$ 52,616

20,000
15,702

1 , 061

$56,138

Note 5 - Other Balance Sheet Information

Receivables : 1987 1986

Depreciation expense was $47 . 2 milli on in 1987, $42 . 6 million in 1986 and
$44 . 6 million in 1985 .

Incomc Taxes and Other Current Liabilities : 1987 1986

Note 6 -Shareholders' Equity

There are 2,000 , 000 shares of serial preferred stock without par value t hat have be en authorized . None of
these shares hav e been issued .

Authorized common stock of the company at December 31, 1987 and 1986 was 120 ,000 , 000 and 60 ,0 0 , 000

shares without par value . Outsta nding Common Shares were 38, 960 , 822 and 39,690,808 at December 31,
1987 and 1986 , after deducting tr easury shar e s of 4 , 137, 12 5 and 3,407,139 .
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Note 4 - Short- Term and tong - Term Debt

Shor t - t erm deb t of $1 3.6 mi llion and $4.3 mi llion a t December 3 1 , 1987 and 1986 cons i s t ed of short-term
bank loans.

A t December 3 1 , 1987, the company had a revo lving c red i t agreement and oth er c red i t l ines aggregating
$46 milli on . T hese facilit ies, unused i n 1987, would p erm i t the company to borrow at or be low the U.S .
prime rate .

Interest expense was $6 . 3 million in 1987,$7.9 million in 1986 and $9 .5 million in 1985 .

Customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $162,851 $137,1

Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,768 15,398
Othe r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 ,724 12, 147

$198,343 $ 1 6 5 , 386

Receivables are ne t o f allowance for doubtful a ccounts of $ 2.0 milli on in 19 87 and
$ 3 . 3 million in 1986 .

Property and Equipment: 1987 1986

Land and improvements . . . . . . . . . . . . . . . . . . . . . . $ 63,749 S 58,971
Build in gs a nd improvem e nt s . . . . . . . . . . . . . . . . . . . . 127,678 11 5 .558
Mac h i n e r y a nd equipm e nt . . . . . . . . . . . . . . . . . . . . . 495,814 457,532
Construction in p rog r ess . . . . . . . . . . . . . . . . . . . . . . . 1? 270 10,128

$704,511 $642,189

Accounts Payab l e : 1 9 9 7

Trad e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $86.959

Affi l iates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4, 104

59 1 ,063

1 9 8 6

$76,919
8, 7 94

S .K .i . 71 3

Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 515,273 $21,241
Employee compensation . . . . . . . . . . . . . . . . . . . . . . . . . 18,861 18 . 562
Dividends payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,576 12,005
Taxes other than income . . . . . . . . . . . . . . . . . . . . . . . . . 7,822 7,531
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,010 13,442

s64 , 542 $ 72 , 781



Note 7 - Other Income
1985

S 5,434
313

j3,100J
3,345

$ 5,992

1987 1986

$21,234 g15,637
1,474 480
(%,192)

1 . 7 1 6

3,056 2,965

$20,348 b 19,082

Note 8 -income Taxes

Income before taxes on i ncome and the prov i s ion for t axes on income consis t s o f the fo ll owing :

Uni t ed
Sta tes Foreign

$74,452

Provi si o n fo r taxes o n in come :
Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,687 $34,847
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.313 X3571

S 13,374 $34,490

$ 821 E28618
11,000 2,782

Sll , 92 l $31 400

$ 8 , 092 538 ,843
5 , 261 ( l, 7 l71

$13,353 $37,126

summarized as follows:
1987

Tax at s t a tut o ry rate . . . . . . . . . . . . . . . . . . . . $51,680
Tax rate differe n tia l o n capital ga i ns,'d i v ide nds (1 5501
Foreign sa l es co rporat ion ea r nings . . . . . . . . . 127161 1
Earnings of no n -conso li dat ed companies . . . . 11,4911
Investment tax c r e dit . . . . . . . . . . . . . . . . . . .
Ot h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,931

Tax shown in the s t at eme nt of income . . . . . . $47,864

1 985

$47,585
( 1 , 1 94 )
X 1 ,0971

( 1 80)
j1.5 1 51

622

$43,221

1 986

$59,185
j3,6391
(1,979)
( 1 . 1 80)
(1, 1 ozl

1806

E 50,4.9

Undistributed earnings of subsidiaries and affiliates for which no taxes have been provided were
approximately $198 million, $191 million and X207 million at December 31, 1987, 1986 and 1985, respectively.
No provision has been made for additional taxes which might result if at some future time such earnings
were distributed to the company, as the earnings have been reinvested indefinitely in the operations of the
subsidiaries and affiliates, principally for working capital, property and equipment .

As of December 31, 1987, Agrigenetics Corporation see Note 13) has a net operating loss carryforward of $40
million for federal income tax purposes which expires at various dates from 1990 to 1999 . Agrigenetics also
has investment and research and development tax credits aggregating $1 million which expire during the
period 1994 to 1999 . These operating loss and tax credit carryforwards arose prior to the acquisition by
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Notes In Septem ber, 19 8 7 the company adopted a share holder r ig hts plan under which one ri g ht to buy one-half
continued share o f th e company's common s toc k wa s distributed for eac h share of common s toc k h eld . T h e ri ghts

may become exer c i sable under certain c ir cumstances involv ing actua l o r p o tenti a l acquis iti ons of 20(%o o r
more of the company's common s tock by a pe rson or a ffilia ted persons who acquir e such s tock without
comply ing with th e r equirem e nts of the company's a rti c l es o f incorpora tion . Th e ri ghts would e ntitle
shareholders, other than such pe rson or affili at ed person s, to purchase common s tock of th e company or
certain acq uiring pe rsons a t f i f ty percent of the n current mar ke t v alue .

Gain on sale of investments . . . . . . . . . . . . .
Equitycomings of non -consolidated companies
Write-off of intangible program assets . . . . . .
Gains on i n vestee stock issuances . . . - . . . . .
Write -down and sale of distribution facilities . .

Other - net . . . . . . . . . . . . . . . . . . . . . . . . .

Income before taxes on income . . . . . . . . . . . .

1997 14 gEi

United
S t ates Fore i gn

$ 54,594 $74,070

I ' l ti>

United
S t a tes Foreig n

$44,680 $58,765

Fo re ign t axes include withho lding taxes . The United States tax provision includes the U . S. t ax on foreign
i ncome d i s tribu ted to the company. The d i ffe rences between the provis ion fo r in come taxes at t he st a tu tory
rate 140% in 1987 and 46% in 1986 and 1985 and the tax shown in th e conso l idated statements o f i ncome ar e

Deferred in come taxes a re provided for diffe rences in the timi ng of recognition of revenues and expenses
for tax and financ ia l s t at e ment purposes. The tax effec t s of timing differences ar e as fo llows :

1987 1986 1985

Acc elerated d eprec iatio n . . . . . . . . . . . . . . . . $ X4481 5 2,735 S 7 , 239
Partn e r ship expens e all oc ations . . . . . . . . . . 2,378 3,540 2,182
lnte rcompany profi t i n i nve nt ory . . . . . . . . . 42 (2,790) L , 214
Prepaid/accrued exp enses . . . . . . . . . . . . . . (5 , 376) 614 3 . 297
Other . . . . . . . . . . . . . . . . (266 ) 15551 (150)

$ (3,6701 S 3,544 $13,782



The co mpany and certain subsid i ar i es have def ined ben ef it pens i on plans and a prof it sharing plan .
Pension benefits a re based on years o f servi ce, c areer average compe nsat ion and compensation during the
last y ears be fore retirement . The company's funding po li cy for pen s ion plans i s t o contribute amounts
suffi c ie nt to provide for future be ne fit s and , in the U nited Stat es, to sat isfy Internal R evenue Serv i ce
funding standards . Plan asse t s are investe d in listed equity securities and fixed inco me instruments
including insurance contrac ts.

Expense of all re tirement plans was $5 .0 mi lli on in 1987,$4 .2 million in 1986 and $8.3 millio n in 198 5,
includ ing profit sharing contr ibutions of $2 .9 mi lli on in 1987 and 1986, and $2.2 million in 1985 . The
company a dopted Statement of Financial Accounting Standards (SFAS) No. 87, Employers' Accounting
for Pensions, fo r it s U .S . plans ef fective Janua ry 1 , 1986 . This reduced 1986 pens ion cost by $4 . 7 million .
Effectiv e January 1 , 1 987 S FAS No . 87 was adopted for the company 's U . K . pl an which r educed 1987
pe nsion cost by $1 . 1 mil lion .

1986

(U .S, onlyl

5 2,726
3,498

(10,463)
3,436

$ (HU3)

1987

U . S . and U . K .

S 4,490
5,573

( 4 , 242)
( 4,906)

$ L? 1 5

$54,511 $30,672

$ 54, 7 37 $28 ,685

1987 1986

jU .S. and U .K .) U . S. only)
8 .3% 7.5%
6.0% 5.5%
8.3% 8. 0%

Assumed discount rate . . . . . . . . . . . . . . . . . . . . .
Assumed rate of compensation increase . . . . . . . .
Expected rate of return on plan assets . . . . . . . . .
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Lubrizo l and can be used only t o of fset the separate taxable income of Agrigenetics . Benefit s from utilizing
the carryfo rwards will be accounted for as an adjustment to the a ll ocation of th e purchase price .

St at ement of Financial Accoun ting St andards (SFAS) No. 96, Accounting for Income Taxes , was i ssued in
December 1987 and will r equire the company to change by 1989 to the li ability method fr om the deferred
method of accounting fo r income taxes . SFAS No. 96 all ows financ i a l s tatements for years preceding
adop tion to be restated or th e cumul ative e ffec t of the accounting change to be reported in net income in the
year of adoption . The company plans to adop t SFAS No. 96 in 198 8 o r 1989 and t o record the cumula t ive
effec t of the account ing change in net income in the year of adop t ion . If adopted in 19 88, the company
estimates th e cumulat ive e ffect adjustment would increase ne t income approximately $1 3 milli on by
reducing deferred tax li ab i lit ies est ab li sh ed at h igher tax rat es in pri or years.

Note 9 - Retirement Plans

Cost of pension plans consisted of :

Service cost - benefits earned d u ring t h e pe r iod .

I nterest cos t on projected benefit ob l igat ion . . . . .

A c tual r e turn o n pl a n asse t s . . . . . . . . . . . . . . . . .

N e t amo rti zat i o n an d de fe rra l . . . . . . . . . . . . . . .

Net pe ri o di c p en s i o n cost in come)

The funded status of pension plans is as follows :

Fair value of plan assets . . . . . . . . . . . . . . . . . . . . .
Projected benefit obligation . . . . . . . . . . . . . . . . . .

Excess of plan assets over projected benefit
obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Unrecognized net gain :
At initial adoption of SIRS No . 87
Subsequent to adoption . . . . . . . . . . . . . . . . . .

Unrecognized prior service cost . . . . . . . . . . . . . .

Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . .

Actuarial present value of accumulated benefit
obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Vested benefits . . . . . . . . . . . . . . . . . . . . . . . . . . .

Weighted-average assumptions used as of December 31 were :

December 31

1987 1986

(U .S. a nd U .K.) (U .S. only

S103 , 216 $72,551
75,420 47 , 572

27,796 24 , 979

(29,734 ), ( 2 3 , 052 1
(966) 11,0111

4, 306

$ 1 , 402 $ 916

SFAS No . 87 has not been adopted for pens ion p l ans o utside t he U.S. and U . K . However, the asse t s of those

p lans exceeded the actuaria lly computed value of vested bene fit s at December 3 1 , 1 987 and 1986 .

Hea lth care benefit s fo r re tir ed employees are expensed as paid . The cos t was $1.2 million in 1 987 and 1986 ,

and l ess th an $1 million in 1985 .



Notes Note 70 - Operations in Geographic Areas
continued

Financial data by gco~graphic area, based on the location of the subsidiary which conducted the activity,
is as follows :

Consolidated
Other Eliminat ions To t e dEurope F a r East

$339,403 51 11 ) .678

5.007, 18

$314 , 41 0 5! LU ,69G

S 43,810 5 14,81 7

$109,017
586 S1155,4201

$109,603 $1155,4201

$ 9, 795 1 1)(1 91

S ~Sy .R34 1

$1127,6611

5 ( 1 2 7 . F 6 11,

S (3 .3 31

S 142654))

S204 . 045 5 96,417 5 37. 090

$310, 01 . 8 $ 97,174 3 96,979
4,=100 958

3313 . 4 1 8 E 97.174 $ y7 , 937

1986
Re v enues . . . . . . . . . . . . . . . . $48 1 .0 11
lnte r company tran s fe rs 122,303

Tot a l . . . . . . . . . . . $6U3,311

Operatin g pr o fit . . . . . . . . . . . $ h0 606

Gen e ral co rpo ratee e xpen s es . .

Other i ncome - net . . . . . . .

Operating income . . . . . . . . .

Id e ntifiab le asset s . . . . . . . . .

Corporate assets . . . . . . . . . . .

To t a l assets . . . . . . . . . . .

5486, 1 .18 $1 6 1,906 $ 78,5 14 $ 38,739

1985
Revenues . . . . . . . . . . . . . . . . $482,324
Inte r company tra n s fe rs 11 3 .383

To t a l . . . . . . . . . . . . . . . . $595.70;

Operating profit . . . . . . . . . . . $ :1 1 ,509

Gunc°ra l co rpor a t e e xp e n se s . .

Other i ncome - net . . . . . . . .

8 252 .3 24 5 80,594 5 98.109
7,67 25 1 ,2 0 2 $1 122 , 2 5 7 1

5259 .91- 1 S E 0,6 1 9 5 y9 .3 1] $ 1 22 ,2 57!

5 ;3 1, 5 8.1 S 1"742 :~ 1 1,093 $ 2 .23 7 4

5 9 1 '3 .35 ]

5 l 1)9 .8 03

13,940

5,992

$ 11, 85 5

$ 713,498

140,947

Operating income . . . . . . . . . .

Identifiable assets . . . . . . . . . . $507, 528 81'39,956 $ X8,328 $ 33,715 A (46,0291

Corporate assets . . . . . . . . . . .

Total assets . . . . . . . . . . .

Notes :
A . Inlercompany transfers are made at prices comparable to normal unaffiliated customer sales for similar Products.
B . Affiliated companies are not allocated to geographic segments .
C . Corporate assets ionsist of short-tern investments and investments in affiliated companies .

Export sal es from th e United States to customers , primarily in Latin America and Asia , were $99 million in
198 $ 93 million in 1986 and $84 million in 1985 . The consolidated statements of income include after - tax
for e ign currency gains of $ . 5 million in 1987, $ . 8 million in 1986, and a loss of $ . 2 million in 1985 .

Net as sets of non -U . S. Subsidiaries at December 31 , 1987 and 1986 w e re $ 290 million and $236 million , r espec
tively Net income of th ese subsidiaries was $ 40 million in 1987, $37 milli on in 1986 and $31 million in 1985 :
and divid ends received from the subsidiari es were $33 milli on , $52 millio n and $39 million, respectiv ely.
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[, sited
States

1987
Revenues . . . . . . . . . . . . $463 .179
Intercompany transfers . . . . . 149 . 809

Total . . . . . . . . . . . . . $612,k),"

Operating profit . . . . . . . . . . . $ 55,822

General corporate expenses . .

Other income net . . . . . . . .

Operating income . . . . . . .

Identifiable assets --- . . . . $483,124

Corporate assets . . . . . . . . .

7b lal asse ts . . . . . . . . . . .

$1 ,02Z ,Z i7

$ l 022 , 277

5 l2L , 575

16,686

20,349

$ 126,237

$ 760,842

178,536

$ 939 , 378

S 985 ,182

$ 98 ;x, 1 92

E 123,459

13.L)95

19,082

S 128,546

$ 712,`)83

1,54 .924

$ 877.907

$ 9 1 '3 ,35 1



I d"ntf l ia hlc Capi t a l Depr eciatio n
Assets Expe n di tures & Amo rti zation

1987
Transportation & Industry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $648 , 94 7
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 32,21 1
New Techno l ogi es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70, 69;
Co rpo rate Sh o rt - term Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 , 4 63

$939,378

1986
Tr anspo rtati o n & Industry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 588,8 4 7
A g ribu s in ess . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140, 2 54

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,84New Technologies . . . . . . . . . . .
C o rpo rate Sh o rt-t e rm Investme nt s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,961

5877,90 ;

1985
Tr an sp o rtati on & Industry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $537,618
Agribu s in ess . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,90 3
N ew Techno l ogi es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74, 68 5
C o rporate Sh o rt - t e rm Investme nt s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71 ,239

$854,445

E40,460 $47,807

$34,723 $39,087
4,681 7,777
94 2,389

$39,498 $49,253

I nformat io n regarding these option p lans is as fo llows :
Number of shares

1 987 1986 L 9 85

628,680 553,471 516,050
145,300 13 6, 062 44, 250
(69,1ys) ~6o,hos) J7s,asz),

( 19 ,9 00 1

j 10,8891 (250) 121 ,000 1

109,933

553,471

334,006

1,455,750

l;93 , 39Fi

39 1, 990

1,185,277

628,680

327 252

1,319,688Available for grant, December 31 . . .
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Note l? - Business Segment Information

A descri pti on of the company's segments a nd a summary o f operating result s by segment are contained on
pages 18 an d 19. Following is add itiona l ind us try segme nt information :

$40 , 077 $42,682
1 , 796 7,239
167 3, 187

$4 2,0 40 $ 53, 10 8

$37,928 $37,169
2,042 7,69 7
490 2,941

The company's ten largest customers in the Transportation & Industry segment, most of which are inter-
national oil companies and a number of which are groups of affiliated entities, accounted for approximately
41% of consolidated sales in 1987, 40% in 1986, and 391Io in 1985 .

Note ?2 - Employee Stock Options

The 1985 Emp loyee Stock Option Pl a n provides for the gran ting of e i t her op tions intended t o qua li fy as
" incen tive stock opt ion s" under th e Interna l Revenue Code or "non -sta tu tory stock options" not intended t o
qua li fy, up to an aggregate of 1, 00,000 shares. Options are granted for terms of up to ten years and ar e
exerc isab l e in c umulative annua l i nc r e ments of 25 percent each year, comme ncing one yea r a f te r dat e of
g rant . The 1981 Incentive Stock Op tion Plan was superseded by the 1985 Pl an, a nd the 1975 Employee Stock
Option Plan expired in January 1985, a lthough outs tanding opt ions under both p l a ns a re s till exer c isab le .
The op tion price under all plans is th e fair m ar ke t value of the shares on date o f g ran t . All p lans perm i t or
permitted the granting o f s tock apprec i at i on r igh t s in connec tion with options. When Agrigene ti cs was
acquired, o ptions outst anding under a stoc k option p lan of tha t company became f ull y vested and were
converted to op tions t o purc hase Lubrizo l shares, based on the fair marke t value of Lubrizol shares .

Ou t s t a n d ing, J anua ry 1 . . . . . . . . . . .

Granted at $ 2 1.9 4 t o $34. 74 p e r s h a re

Exercised a t S L 8 .63 t o $32 .13 per s h are

Expired at $20.50 p er share . . . . . . . .

Surr ende r ed a t 518 .b3 t o $32 .13 per

s hare . . . . . . . . . . . . . . . . . . . . . . .
Assumed in Agriticnetics acquisition

at 5 23-38 to 3 3y .74 per sh a r e . . . . .

Outstand i ng, December 3 1 . . . . . . . .

Ex e r c i sabl e, Decembe r 3 1 . . . . . . . . .

At December 31, 1987, there were stock appreciation right s outstanding relating to options for 20,000 shares ,
all of whi ch were granted und er the 1975 Plan .



Opinion of
Independent Auditors

Deloitte
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Cleveland , Ohio
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32

Notes The 1975 Plan options expire through November 1994, with an average option price of $22 .93. The 1981 Plan
continued options expire November 1991 to November 1994, with an average option price of $22 .65. The Agrigenetics

options expire December 1991 to July 1994, with an average option price of $31 .62. The 1985 Plan options
expire June 1995 to November 1997, with an average option price of $28 .71 .

Note 13 - Acquisition

Effective January 1 , 1985, the company acquired all of the outstanding common stock of Agrigenetics Corpo -
ration in exchange for 2 , 16 3, 629 Lubrizol Common Shares . Agrigenetics' results of operations have been
inc luded in the company 's financial stateme nt s f rom January 1 , 1985 . Agrigenetic s is a div ersified seed and
genetic research company engaged in th e deve lopment , production and marketing of agricultural crop
seeds and related produ cts.

The acquisition has been accounted for as a pur chase . Accordingly, the purchase price of $45.1 million has
been allocated to the assets and liabilities acquired based upon their estimat ed fair value at th e date of
acquisition . The excess of the total a cqu i s i t ion cost ove r th e fair valu e o f n e t a sse t s acquired ( goociwill l of
$20 .9 million i s being amortized on a stra ight - lin e basis ove r 25 y ears.

We have examined the consolidated balan ce sheets of The Lubrizol Corporation and its subsidiarie s as of
December 3 1 , 1 987 and 1986 and the re lated consolidated s tatements of income , shareholders ' equity and
chang es in financ ial positi on for each of th e thr ee years in th e pe riod ended December 31,1987 Our
examinations were made in accordance with generally accepted auditing standards and , accordingly,
in cluded su c h t e st s of th e a ccounting records and such other auditing proc e dures as we considered
necessary i n the c ir cumstances.

In our opinion, such consolidated financial statements present fairly the financial position of the companies
at December 31, 1987 and 1986 and the results of their operations and the changes in their financial position
for each of the three years in the period ended December 31, 1987 in conformity with generally accepted
accounting principles applied on a consistent basis.



Three Months End ed
March 31 June 30 Sept . 30 Dec. 31

1987
Net sale s :

Transportation & Industry . . . . . . . . . . . . . . . . . $227,064 $235 , 884 $232, 822 $235,149
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . 45 ,201 29,332 1 ,435 6,543

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $272,265 $265, 21 6 $234,257 $241,692

$ 67,771
17,825

$ 85,596

$ 25,975

$ .65

$ 72 , 491 $ 68, 278 $ 67,598
12 , 663 1 1 , 900 ) f4 , 448 ~

$ 85, 154 $ 66,378 $ 63,150

$ 23 ,779 $ 18 .913 $ 12 , 668

>_ 33Net income per share . . . . . . . . . . . . . . . . . . . . . . .

Three Months Ended

March 31 June 30

$ .10 $ .08

$ .27

$( .021
( .03)

Sept . 30 Dec. 3 1

$ .09 $ .08
( . 12 1
( .os1

$.O1
1986
Gain on sale of investments . . . . . . . . . . . . . . . . . . . . .
Agribusiness asset write-down & lo s s
o n sale of di vision . . . . . . . . . . . . . . . . . . . . . . . . . . .

Early retirement programs . . . . . . . . . . . . . . . . . . . . .
$( .07) 1.05)

- 0 61
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Quarterly Financial Data
(Unaudited)

Gross profi t ( l ossJ :
Transportat ion & Industry . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Ne t income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1986
Net sales :

Transportation & Industry . . . . . . . . . . . . . . . . . $ 214,700 $ 228 , 688 $229, 040 $208,386
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . 60 , 194 30,290 1 ,297 4, 181

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $274,894 $258 ,978 $230 , 337 $212,567

Gross profi t ( l oss) :
Transportation & Industry . . . . . . . . . . . . . . . . . $ 56 ,289 $ 68 ,432 $ 71,390 $ 61,137
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,402 9,750 16,574) X3 , 118 }

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 80,69 1 $ 78, 1 82 $ 64 ,8 16 $ 58,0 1 9

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 28,079 $ 18,952 $ 17 ,701 $ 13 , 453

Net income per shar e . . . . . . . . . . . . . . . . . . . . . . . $ .71 $.48 5 .44 $.34

Most of the sa les o f th e Agribu siness segme nt are made duri ng the fir s t ha lf of th e year, and operatin g l osses
are incurred in the third a nd fourth quar ters as a result of inc urring operating expenses with low sa les.
Agr ibusiness' cost of sa les includes ce rtain pe riod cos t s and, t here fore, may excee d sal es i n a quarter which
has low volume .

Net income per share report ed above includes the following ga in s ~ l ossesl :

1987
Gain on sale of investments . . . . . . . . . . . . . . . . . . . . .
Write-o ff o f intangible p rogram assets . . . . . . . . . . . . .
Vegetabl e o il inven tory write-down . . . . . . . . . . . . . . .



Ten Year
Summary

1987 1986 1985Th . ~u si u nls u( I}u1 7a rs F. srep 7 Y e r Sha re aiiui

Summary of Operations
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,022,277 $985 , 182 $913,351

Cost of sal es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713,152 695,068 659,130
Selling , administrative & research expense s . . . . . . . . . . . . . 203,236 18[) , 650 158 , 358

Total cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . 916,388 875,718 817,488

Othe r income lch a rges ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23, :11(? 19, 200 7,582

Income be fore taxes on income . . . . . . . . . . . . . . . . . . . . . . 129,199 128, 664 103,445
Provision for taxes on income . . . . . . . . . . . . . . . . . . . . . . . 47,864 50 ,479 43,221

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 81,335 $ 78 , 185 $ 60,224

For the Year :
Net inc ome pe r share . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 .06 $ 1 .97 $ 1 . 49
Dividends dec lared per share . . . . . . . . . . . . . . . . . . . . . 1 .22 1 . 17 1 .16
Average Common Shares outstanding (in thousands ) . . . . 39,559 39,678 40,409

Other Data
Keturn on average shareholders' equi ty . . . . . . . . . . . . . . . .
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capita l investmen ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deprecia tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
A t End of Year :
Number o f employees . . . . . . . . . . . . . . . . . . . . . . . . . . .
Number of shareholders . . . . . . . . . . . . . . . . . . . . . . . . .
Common Shares outstand ing din thousands) . . . . . . . . . .
Sh areholders' equity per share . . . . . . . . . . . . . . . . . . . . .

4 ,817
8,335

38,961
$ 15 .96

4,802
9,240

39,691
$ 14 . 43

5,205
10,803
39,661

S 13 .09
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Consolidated Statement of Financial Position
Curr e nt asse t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Curr e nt liabiliti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Prope rty and equipment - net . . . . . . . . . . . . . . . . . . . . . .
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

't'o ta l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
L ess :

Long - t erm debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Non -current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . .

N e t ass ets Shareholders' eq uity . . . . . . . . . . . . . . . . . . . .

$ 513,342
169,166

344,176
297,573
128,463

770,212

56,138
23,952
68,489

$ 621,633

14%
$ 939,378

55,804
47 ,229

$462,982
162,797

300,185
289 , 078
125,847

715,110

52,616
16,806
73,009

$572 , 679

14%
$877,907

52 , 155
42,591

$447,441
182,543

264,898
290, 298
116,706

671,902

73 ,444
13,161
65, 999

$519 ,298

12 °/>
$854,445
103,990
44,605



26%
$441,735

47,610
15,256

3,803
8,502

40,002
$ 8.08

27%
$651,137

99,403
23,414

4,155
9,004

39,863
$ 11 .36

26%
$519,942

74,611
18,406

3,905
8,305

39,750
$ 9.43

20%
$673,165

77,214
32,068

4,237
9,986

39,946
$ 11.98

10%a
$643,74-4

64 , 044

37 , 168

4,322
10 , 615
39 , 1 95

$ 11 .79

14%
$682,864

27,961
37,038

4,165
11,277
39,195

$ 12 .03

14°70
$701,974

49,001
38,723

4,176
10,804
39,111

$ 12 .13
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1984

$844,175

627,378
114,501

741,879

12,788

115,084
47,353

$ 67,731

$ 1 .73
1 . 12

39,138

$376,050
132,252

243,798
251,735

74,189

569,722

30,416
11,480
53,483

$474,343

1983

$800,303

588,266
113,363

701,629

15,032

113,706
48,962

$ 64,744

$ 1 .65
1 .08

39,195

$361,964
129,766

232,198
274,337
46,563

553,098

27,213
10,038
44,326

$471,521

1982

$812,247

610,717
107,470

718,187

(6,739

87,321
39,760

$ 47,561

$ 1.21
1 .08

39,192

$304,542
115,255

189,287
288,504
50,698

528,489

19,428
8,961

38,056

$462,()4 .4

1981

$899,161

653,748
96,006

749,754

8,168

157,575
65,544

$ 92,031

$ 2.36
1 .08

38,986

$341,825
129,696

212,129
284,088
47,252

543,469

25,268
8,829

30,854

$478,518

1980

$922 ,697

644 ,080
86,980

73 1 ,060

3,575

1 95 , 212
83,701

$111 ,511

$ 2 .87
.90

38,850

$346,001
136,835

209,166
248,664
56,472

514,302

22,846
13,653
25,016

$452,787

1979

$741 ,518

511 ,038
73 , 135

584 , 173

2,489

159,834
69 , 059

$ 90,775

$ 2.33
.80

38 ,952

$303,009
116,304

186,704
180 , 405
36,529

403,638

1 0,041
18,846

$374,751

1978

$595,257

404,473
66,579

471,052

12,243

136,448
59,083

$ 77,365

$ 1 .97
.70'1,

39,176

$278,226
95 ,939

182,287
150,019
13,490

345,796

8,346
14,414

$323,036



Officers

L . E . COLEMAN
['huinnuit of titr Buurd
.++rc! Chief Execulive Officer

W. G . BARES
Yre .siderif arici One(
Operating Officer

PHILIP L . KRUG
F.x"rr 4 rn 1" Vice President

W. T BEARGIE
,Scr7inr Vice Yrr•.srclcttf

GEORGE R . HILL
Senior Vice Presidcnr
Research and Dewe•lof?m e~u

ROGER Y K . HSU
Senior Vice President - L:7w

WILLIAM D. MANNING
Senior Vice Prc.,idcn(

ROBERT W. SCHER
Seiui )r Vice Prcs idcnf

JEAN-POL ARZUL
Vice Presideni

DONALD L. MURFIN
Vice f'reside irr

DOUGLAS W. RICHARDSON
Vice Y r'PSt de' n f

RAY A . ANDREAS
Corfxorcr[r° CunL'oller

J . R . COOPER
Controller - Financial Services

WILLIAM R . JONES
Tre'ust4 rc'7'

J . I. RUE
sic rer arv

The Common Shares of The
Lubrizo l Co rporati o n are listed on
the New York St ock Exchange
under th e symbol LZ . The num -
b e r o f share ho lde r s o f r ecord of
Common Shares was 8, 317 as of
February 10, 1988 .

F. ALEX MASON
I "! Ill .- Coprilkinj
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Officers
and
Directors

Directors

L . E . COLEM AN
Chmnr i irn u/ f)w Board
and Ch1r j I..'s"clitive Officer

W. G . [SA KES
Pre-wden/ and Chief
01,cralin . Officer

ANDRE GILLET
Chairman urn,} Out-lF'xec uftve Office r,
In ter rr afi~» ~a! Muffila~ds Corlwauon ,
cr di ve rsifie d If xxi company

THOMAS C . MacAVOY
Director and Retired Vice Chairm a n of
tow Saanl oJ Coming Glass S'biirhs, a
dr versi(ie cj ,~1ass arid glass products
c•ont jxtn t.

RICHARD A. MILLER
f're side i i t wtd t i lJ irer7 nr nj Cell tenor

fu v e 7rctric ut i lrrws . The Cleveland
El ec tri c l7fum i+i ati rig Company ancl The
Toledo Edison Company

DAVID TMORGENTHALER
Managing Yurl n ei: A? o rge rrNialer
Ventures, ( z p ri t'ufe i n veS hn c n ! firm
specia1 r i rtg in venture capital c f iv if i e+

LEW IS S . SALTER
C h ance llw: bVa ha sJi College

RENOLD D. THOMPSON
Resident . Chivy Executive Oj(icer,znd a
Director of Ul* hi v .Norton Compezrn : u
raw materials and Great Likes marine
frans I wrlatru n cc-mfxmt

KARL E . WARE
Chairman and C'h inj Executive Officer of
Lt' in e Industries, !n < ., a rr~nr~ni~ which
de ' s fgn s, rna rn o li w f u res a ndmurhe°ls ;z
bro ad range ° nl spec fultl ' wire Junris and
steel coniponcnts'

Honorary Director

7Yansfer Agent ,
Registrar, and
Dividend Disbursing Agent

National City Bank
P.O . Box 92301
C leve la nd, Ohio 44193-0900
( 216) 575-2529

Annual Meeting

The Annual Meeting of
Shareholders will he held at
the offices of The Lubrizol
Corporation on Monday,
April 25, 1988 .

Form 10-K

The Form 10 -K Annual Report t o
th e Securities and Exchange
Commission will be a va il a ble
April 1 . A copy ma ybe ob tained
without charge upon written
request t o the Secre ta ry of the
Corporation .

Shareholder information



29400 Lak e l and
Boulevard
vVi cklifEe, Ohio 44092
1216) 943-4 200

Chemical Research
Wickliffe, Ohio

Mechanical Testing
Atsugi, Japan
Hazelwood, England
4'Vickliffe, Ohio

Lubrizol Enterprises, Inc .
Wickliffe, Ohio

LEI Holdings, Inc .
Wilmington, Delaware

Indu stria d e Aditivos do Bras il
S.A .

Lubrizo l India Limited
Industrias Lubrizol S.A . d e
C .V. ( Mexico

Lubrizol Tran sarabi a n Company
Limited (Saudi Arab i a)

C .A . Lubricantes Quimi cos L .Q.
(Venezuela)

Transportation & Industry

Princi pa l Subsi diar ies

Lubrizo l A .G . jSw it zerland )
Lubrizol Austra lia
Lubrizo l of Canada Limited
Lubrizol d e Chile Limitada
Lubrizol E a st ern Pac ifi c Limited

(Hong Kong)
Lubrizol E spanola , S . A .
Lubrizol Fra nce S.A .
Lubrizol Gese ll schaft m .h . H .

(Austria)
Lubrizol G .m .b.H .

( West G e rmany)
Lubrizo l Great B r itain Limited
Lubrizol International , In c .
Lubrizo l Italiana S.p . A .
Lubrizo l Japan Ltd .
Lub rizo l Lim ited Engla nd)
Lubrizol de Mexico,

S. de R.L .
Lubrizo l S.A . (Belgium)
Lubrizol Scandinavia AB
Lubrizol Servi cios Tecni cos

S. de R . L . (Mex icol
Lubrizo l South Africa

( Proprietary ) Limited
Lubrizol Southeast As ia

( Pte . ) Ltd . (Singapore)
Nippon Lubrizol Industri es
Corporation (Japan),

Affil i ates

Manufacturing Plants

Painesville, Ohio
Bayport , Texas
Dee r Park, Texas

Sydney, Australia
Rio de Janeiro, Brazil
Niagara Falls, Canada
Bromborough, England
LeHavre, France
Rouen, France
Bombay, India
Kinuura, Japan
Apodaca, Mexico
Yanbu, Saudi Arabia
Jurong, Singapore
Durban, South Africa
Huelva, Spain
Valencia, Venezuela

Laboratories

Agribusiness

Subsidiary

Agrigenetics Corporation
Eastlake, Ohio

Seed Divisions

AgriGene
Des Moines, Iowa

GroAgri Seed
Lubbock, Texas

Jacques Seed
Prescott, Wisconsin

McCurdy Seed
Fremont, Iowa

Sigco Research
Breckenridge, Minnesota

Taylor-Evans Seed Company
Tulia, Texas

R . C. Young and Company
Lubbock Texas

Specialty Vegetable
Oil Division

SVO E n te rpri ses
Eastlake, O h io

Affi li ate

He li zea-Agrigenetics S . p .A .
Ferrara, Italy

New Technologies

Subsidiaries
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