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CORPORATE PROFILE
The Lubrizol Corporation is a specialty chemical company which

applies chemical, mechanical and biological technologies to create high perform-

ance products used in diverse markets worldwide .

Founded in 1928 in Cleveland, Ohio, the company now operates plants,

laboratories and offices staffed by more than 5,000 employees around the
globe. Business operations are technology-based and market-oriented and are
comprised of two principal business segments - Specialty Chemicals and

Agribusiness.

The Specialty Chemicals segment serves worldwide transportation and indus-

trial markets through its Lubrizol Petroleum Chemicals Company (LPCC ) and
Lubrizol Business Development Company (LBDC) units. LPCC is a recognized

leader in additive systems for gasoline and diesel engine oils, automatic

transmission fluids, gear oils, marine and tractor lubricants . LBDC develops and
markets specialty products for industrial fluids, fuel additives and specialty

chemicals. In addition, this unit supports commercial technical development

and provides venture capital to evolving strategic business units within the
Corporation .

The Agribusiness segment, through Agrigenetics Company, carries out

research and development, production and marketing of specialty vegetable oils
and premium crop seeds marketed to the food, agricultural and chemical

industries.Corporate Information . . . . 38
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Lubrizol fuel and lubricant additives play a key role in reducing harmful

emissions from trucks and other vehicles . By maintaining top engine performance
and efficiency, these additives help vehicles meet stringent pollution control
requirements throughout their service life, thus benefitting both people and
the environment .
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' HE LUBRIZOL CORPORATION ENDEAVORS TO
)NDUCT ALL OF ITS WORLDWIDEOPERATIONS
[TH A RESPONSIBLE CONCERN FOR THE
dVIRONMENT. THIS INCLUDES THE
A:VUFACTURING PLANTS AND FACILITIES WHI(
tODUCE LUBRIZOL SPECIALTY CHEMICAL
tODUCTS, AND THE NATURE OF THE
DIVIDUAL PRODUCTS THEMSELVES .
OVER THE PAST DECADE, THE COMPANY HAS
IRKED TO CAREFULLY REFORMULATE THE
aJORITY OF ITS PRODUCTS TO MAKE THEM
~VIROh' MENTALLY FRIENDLY IN THEIR
TENDED USES. FURTHER, THE COMPANY'S
?SEARCH HAS CREATED VARIOUS NEW CL,ASSE
PRODUCTS, SUCH AS SPECIALTY CROP OILS ,
HICH MiW EVENTUALLY SUBSTITUTE FOR LESS
:OLOGIC ALLY DESIRABLE MATERIALS .
AS PART OF ITS OVERALL RESPONSE TO TODAY'
'OLOGICaL CONCERNS, LUBRIZOL HAS CHOSE
USE RECYCLED PAPER THROUGHOUT THE

hANC[AL SECTION OF THIS YEAR'S ANNUAL
SPORT. AS PAPER RECYCLI NG TECHNOLOGY
0 CAPACITY IMPROVE, THE COMPANY
TENDS TO EXPAND THIS USAGE TO OTHER
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advanced three times during the year . A first quarter
price increase sought recognition by our customers of
the increased costs of developing and testing our prod-
ucts. Late in the year, significant increases in the costs of
refined petroleum products and petrochemicals, related
to the crisis in the Persian Gulf, forced two additional
price increases .

Lubrizol achieves more than 60 percent of its
revenues in international markets . Overseas sales exhib-
ited excellent growth during 1990, while North American
volume was essentially flat compared with the strong
performance in 1989 . Currency translation effects added
to our international growth, because the weak dollar in-
creased revenues and profits from overseas operations .

Consolidated revenues for 1990 were $1 .45 billion, the
highest in the company's history, and were 18 percent
ahead of the results in 1989. Consolidated net inconic
was $190 million and income per share was $5 .34. This
included an after-tax gain of $1 .79 per share on the sale
of Genentech stock and an after-tax charge of x .33 per
share for the closure of our manufacturing facilities in
Spain and the write-down of our investment in an Italian
seed company. Product shipments increased by 6 percent .

F 1990 was a record year for your company. All-
time highs were achieved in revenues, net income,

earnings per share and volumes produced and shipped
from our plants .

Worldwide lubricant demand continued to grow. This
growth, combined with the increased awareness by
equipment manufacturers and consumers of the value
of high quality lubricants, expanded the market for
chemical additives . Lubrizol's strong sales and market-
ing effort, augmented by our acknowledged technical
leadership, enabled us to maintain and expand our posi-
tion in the industry Increased productivity in our plants
was due to the enthusiasm, hard work and expertise of
Lubrizol people, amplified by the wide application of
Quality Management principles. This permitted us to
produce and ship record volumes of specialty chemicals
from our existing facilities .

Prices for our specialty chemical products were

Dividends and Stock Repurchase
Quarterly dividends were increased during the fourth

quarter to $ .38 per share from $ .36 per share, yielding
an annualized rate of $1 .52 per share . This is the seventh
consecutive year in which dividends were raised . Divi-
dends to shareholders in 1990 totaled $52 million .

During the year, the company repurchased 2 .4 mil-
lion of its outstanding shares, an action that will have a
favorable impact on future earnings per share .

No tab le Events in 1990
Two events occurred during the year that deserve

special comment . In the third quarter, Roche Holdings,
Inc . acquired a substantial portion of Genentech .
Lubrizol made its first investment in Genentech in 1979 .
At the time of the Roche acquisition, we held approx-
imately 6 million Genentech shares . Based on the terms
of the agreement, Lubrizol received S106 million in cash
and 3 million shares of a new redeemable Genentech
common stock .

Also in the third quarter, the Federal Court of Canada
ruled that Exxon's Canadian affiliate had infringed on
one of Lubrizol's important patents. After approximately
eight weeks of expert testimony, the Court permanently
enjoined Exxon's affiliate from producing, using and selling
some 20 specific additives as well as the finished lubri-
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March 13 , 1991

• To continue to manage the company using Quality
Management principles and practices in accordance
w::th our Corporate Philosophy and Mission Statement .

cants containing them . The Court also ruled that Lubrizol
is entitled to monetary recovery for patent infringement .
The amount of the recovery will he decided at an undeter-
mined future date by a Court appointed referee . Exxon's
appeal of the judgement is pending .

General Corporate Objectives
As reported to you in the past, we have developed a

Corporate Philosophy and a Vision Statement for
Lubrizol . To achieve our vision for the company a series
of corporate objectives have been formulated . It is the
responsibility of the company's business units to
develop goals and action plans that are consistent with
these objectives .

We think that it is important for you, our share-
holders, to be aware of these objectives . They are :
• To maintain a 10 percent or greater growth in earnings
per share .

• To maintain a return on average shareholder's equity
of 20 percent or greater.

• To remain the recognized leader in the lubricant
additive field and maintain a 35 percent or greater
market share of performance chemicals in the
worldwide market .

• 'Icy create and nurture new specialty chemical business
units which have potential to become added business
units for Lubrizol .

• To continue to grow income from existing, established
business units of Lubrizol Business Development
Company at a compound rate of 15 percent per year or
greater and provide an increasing share of the corpo-
rate net profit .

• To create maximum value for our agribusiness
investments .

• To retain financial resource capacity to enable
Lubrizol to consummate attractive strategic
lIl V L'S C It ]t]1 CS .

• Tc support the continuing effort to improve the chemi-
cal industry's responsible management of chemicals
by promoting the principles and practices of Responsi-
ble Care, an industrywide initiative of the Chemical
Manufacturers Association .

The consistent achievement of these corporate objec-
tives will ensure that we reward shareholders by provid-
ing a high rate of return on invested capital,

Officers and Directors
At the Annual Meeting of Shareholders in April,

Edward F. Bell was elected a Director for a one-year
term. Mr. Bell is President and Chief Executive Officer
of Ohio Bell .

In July, William T Beargie retired as Senior Vice Presi-
dent - Finance after 28 years of service .

In June, Ray A . Andreas was elected Vice President
and Chief Financial Officer and John R . Ahern was
elected Controller .

Outlook
We are now one full year into the decade of the 90s,

and the pace of change seems to be constantly increas-
ing . Global events come upon us rapidly and bring great
challenge .

We sincerely believe that your company, with its
experienced managers, well trained people, up-to-date
facilities and advanced technology, is capable of meeting
the challenge . We will make continuing change our ally
in achieving the growth we all desire for this company.
The momentum of our growth increased during 1990,
and we expect to keep this momentum going into the
future .

On behalf of the Board of Directors and the more
than 5,000 Lubrizol employees worldwide, we thank
you for your loyalty and support .

L . E . Coleman 11~. G . Bares
Chairman o f th e Board Prrsit l e nl



he chemical industry can be broadly divided into producers of commodity
chemicals and those firms who produce a chemical specialty . While com-

modity chemicals are the basic building blocks for an array of different industrial

products, specialty chemicals are custom formulated materials developed to

meet specific end use and performance criteria .

Specialty chemicals are higher value-added products and generally exhibit

less market and price cyclicality than do commodity chemicals.

Lubrizol is a leading participant in the specialty chemicals segment of the

chemical industry. Through its Lubrizol Petroleum Chemicals Company and the

Lubrizol Business Development Company, the Corporation holds a worldwide

position in the development and marketing of specialty chemicals used in
lubricants, fuels and functional fluids for transportation and industry.

For more than six decades, Lubrizol has concentrated its research and techni-

cal expertise on meeting the needs of a growing worldwide base of lubricant and

fuel producing customers. In addition, the company has developed and supplies

over 200 high performance specialty chemical products for general industry
Specialty chemicals technical expenditures were $108 million, or 8 percent

of this segment's revenues in 1990. These expenditures included $58 million for

research and product development and $50 million for product testing .

To serve its growing markets, Lubrizol has continuously expanded its interna-
tional manufacturing and technical laboratory infrastructure and broadened its

geographic reach into additional areas of the world .

Customers recognize that Lubrizol products are key to keeping engines,

mechanical assemblies and industrial systems working longer at peak efficiency .

This translates into reduced pollution, lower energy consumption and greater
dependability from the vehicles, equipment and other products essential to

commerce and everyday living .

LUBRIZOL PETROLEUM CHEMICALS COMPANY
Formed in 1987, the Lubrizol Petroleum Chemicals Company (LPCC ) is

focused on the Corporation's principal core business of developing and supply-

ing specialty chemicals for lubricants, such as formulated engine oils and drive-

line oils. Customers include producers of oils for passenger car engines, heavy-
duty diesel engines, marine diesels, natural gas engines, two-cycle engines and

automatic transmission fluids . Also included are producers of farm tractor oils

and automotive gear oils . In addition to chemicals which help to improve

mechanical performance, Lubrizol also sells products that control or enhance
viscosity, such as viscosity improvers and pour depressants.

All of these products are complex blends of specialty chemicals individually

formulated to meet specific and stringent customer performance requirements .

A strong base of research, testing and application technology is required to
develop these high performance additives, and Lubrizol is fully committed to

maintaining and enhancing this technology leadership .

TO PROVIDE LEADERSHIP
IN THE PETROLEUM
A DDITI V E 1NDl 'STRY IN
THE 1990s . OUR STRONG
TECHNOLOGY BASE,
MANUFACTURING
INFRASTRUCTURE AND
EXCELLENT CUSTOMER
RELATIONSHIPS PUT LIS
IN POSITION TO GROW
W' ELL BEYOND THE LIMITS
OF OU R CI *it R r:NVr ll t 7 s«rSs . '
BILLMANNING
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S P E c



A strong performance was recorded by LPCC during the past year . Revenues
from its product groups increased 20 percent in 1990 . Selling prices for specialty

chemical products were increased three times during the year. The first increase
was to cover research and development costs required to meet the complex mar-

kei requirements of the 1990s and to provide adequate return for continuing

investment in new production capacity and equipment . The two additional price
increases reflected higher costs of raw materials resulting from the situation in
the Mideast .
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Other factors affecting 199() results were favorable foreign currency exchange,
market share growth and the impact on revenues of the Brazilian operations,

which are now wholly owned . Also, some inventory building by customers may

have occurred late in the year due to uncertainty about the Mideast situation .

(1r)71, Vice President Alarkeling, and

Fra ttlr lu la r, lire President . 7 i- r irrio lu,qv.
rev iew re s ult s ofcm engine ft%sl

conducted in fl it diesel engine

emissions laboratory Development

u%tie", diese l o i l odditives will be

an importa nt factor in i n e•e ti nK future,

emiss ion e'uwru l requirements .



Rapid changes in engine oil specifications and technology are continuing, both

for passenger cars and heavy-duty diesels . Engine manufacturers are striving for
higher power output, better efficiency, greater durability, improved fuel economy

and lower emissions . High performance lubricants are vital to achieving these
goals. Lubrizol is leading the effort to develop the chemistry needed by lubricant

producers to formulate the premium motor oils the new engines will require .
During 1990, the North American specifications for passenger car motor oils

were modified to include improved low temperature viscosity, volatility control
and high temperature stability. European and Japanese vehicle producers also

added new requirements for improved bearing load performance, deposit con-
trol and valve train wear. In cooperation with oil company customers, Lubrizol
was successful in providing additive systems which meet all of these new
requirements .

The North American market continues to offer opportunities to oil companies
for the introduction of high quality niche lubricant products . Lubrizol works
with customers to develop the additive systems for these high value products .

Diesel engine oils are another area of rapid product development . United
States emission standards for diesel engines are being tightened in 1991 and again
in 1994 . This is mandating significant engine design changes which will require

lubricant formulation improvements. Engine manufacturers must certify that

their engines will meet the new emission standards for 290,000 miles of opera-
tion . This will place more stress on engine lubricants and require improved
durability from the additive package .

The effect of reduced diesel emission limits will be tighter engines which will

retain pollutants in the crankcase instead of allowing them to escape in the
exhaust . Limiting the oil loss within these engines will reduce the amount of oil

which must be added between changes . However, the higher contaminant levels

in the oil may cause manufacturers to maintain or even reduce the currently
recommended oil drain intervals .

"SELLING SPECIALTY
CHEMICALS IN THIS

DECADE REQUIRES BOTH
SERVICE TO THE
CUSTOMER AND
ASSISTANCE TO THE
ENVIRONMENT. GOOD
MARKETING AND
RESPONSIVE TECHNOLOGY
ARE ESSENTIAL."
GEORGE HILL.

Beyond its technology investments, LPCC continues to invest approximately

$50 million per year in capital expenditures to improve manufacturing capability

to meet growing customer requirements . Along with these capacity increases
have come process upgrades to satisfy more demanding government and envi-
ronmentalrequirements.

A pivotal factor in Lubrizol's successful strategy for growth is the implementa-

tion of Quality Management practices throughout the organization . Employees
are focusing on continuous improvement of key processes and the timeliness

and quality of both products and services . The standardization of processes,

procedures and the use of new measurement tools is improving all facets of the
company's operations . In close cooperation with customers, these techniques
also are being applied to product development . The objective is to speed intro-
duction and delivery of new and improved products to market .
Engin e Oils



"SE.NSIT IVITl' TO THE
NEEDS OF NEV1'
INTERNATIONAL MARKETS
AND CUSTOMERS TODD'
IS A REQUIREMENT FOR
SUCCESS IN TOMORROW'S
WORLD ECONOMY
ASTHE LEADER IN
PRODUCING AND SUPPLYING
ADDITIVES THROUGHOUT
THE WORLD, LUBRIZOL IS
WELL SUITED TO SERVING
THE NEEDS OF THESE
GROWING Ni A R KETS ."
JEAN-POL ARZUL

In 1990, the Environmentally Friendly Products group was formed with the

objective of coordinating environmental product development and marketing
across all of the Corporation's business units . The goal is to better identify the

key environmental concerns of customers and to provide faster and more

effective solutions to these problems . Lubrizol has the technical capabilities to

lead the industry toward new ideas and important new l ubricat ion deve lopments.

Serv ing Global Marke ts

Beyond the traditionally strong markets of North America, Europe and Japan,
LPCC is committed to expanding its operations into other areas of the world .

S P E

Introduction by the American Petroleum Institute /APIA in December 1990 of
the new CF-4 engine oil classification is the first step in the planned improve-

ment of engine oils for on-highway four-stroke diesel engines . The specification

includes test requirements involving new equipment and test procedures . Dur-

ing; the year, Lubrizol completed a new $6 million diesel engine testing laboratory

at Wickliffe to support this new API classification . As a result, the company is

well positioned to supply diesel oil additive packages for the 1991 requirements
and will continue active development of products for the even more stringent

1994 limits.

Viscosity Modifiers
Lubrizol is a recognized supplier of specialty chemicals used as viscosity mod-

ifiers in formulated oils for all types of equipment . Viscosity modifiers and pour

depressants allow the oil to function over a wide range of temperatures, thus

protecting the engine and drivetrain in extremes such as desert operating condi-

tions or frigid northern climates .
Lubrizol's viscosity modifier products comprise unique performance po l y-

mers which have application in the high value portion of the market . This, how-

ever, represents only a small portion of the potential overall market for viscosity

modifiers.
In 1990, Lubrizol Petroleum Chemicals Company increased its focus on this

important additive area, forming a new Viscosity Modifier group as part of its

commercial development activity . This group, staffed with appropriate tnarket-

ing, technology and manufacturing experience, is dedicated to expanding LPCC's

viscosity modifier operations through new product development, market exten-

sion and customer diversification .

Environmentall y Friendly Products
Development of products which help safeguard the environment is not new to

Lubrizol . Examples include engine oil additives which enhance fuel economy,

biodegradable two-cycle oil formulations, low chlorine and chlorine free gear

oils, smoke suppressants and various synthetic oil formu lations .
Today as public awareness and demand for environmentally friendly prod-

ucts increase, oil and chemical compan ies are being challenged to meet the need .
Lubrizol has been responding to this need through all of its major business units,

inc lud ing not only LPCC but also Lubrizol Business Deve lopment Company at)(]

the Agribu siness s egment .



Literally, anywhere vehicles move or equipment operates there is a need for
Lubrizol products .

Ib serve growing international markets, a new dispersant plant was com-
pleted in Singapore during the year to strengthen Lubrizol's Asia/ Pacific
operations for this high value patented technology. A joint venture laboratory

.r~~

was estab lished in the Soviet Union to deve lop and commercialize additives

for high quality lubricants used in important local markets .

Positive changes in Eastern Europe are opening new opportunities for

Lubrizol, which is already established there as a supplier of quality specialty

chemicals.
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In Brazil, the company's now wholly owned Brazilian subsidiary is enabling

faster and more flexible response to additive markets in that nation ancd else-
where in South America. LPCC anticipates even better utilization of its Brazilian
facilities during 1991 .

Lubrizol's expanding geographic reach, its technical leadership and the imple-

mentation of Quality Management practices in its international operations
place the company in a strong position to capitalize on international market

opporhinities.

Today the technical challenges of individual markets and the need for envi-

ronmentallyfriendly products are truly global in scope . Lubrizol has the special
capabilities to meet these worldwide requirements, both today and tomorrow .
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"QUALITY PRODUCTS AND SERVICES HAVE BEEN
TRADITIONAL STRENGTHS OF LUBRIZOL .
HOWEVER, NOW THE QUALITY MANAGEMENT PROCESS
IS TEACHING US ALL HOW TO CONTINUOUSLY
IMPROVE OUR WORK . OUR GOAL IS NOT MERELY
TO SATISFY; BUT TO DELIGHT OUR CUSTOMERS."

to review c• t m' e r r l activities crud
proposals from various qualiti,



Since its founding, LBDC has pursued a strategy of aggressive growth in

worldwide markets. It focused its efforts in Europe in 1989 by appointing a

senior manager for this region . A comprehensive product application group at

Lubrizol's Hazelwood Technical Center in the United Kingdom supports the sales
and marketing group headquartered in London . The staff at Hazelwood

continues to expand .

Plans are now being implemented to expand LBDC business in the rest of the

world with new commercial managers added in Japan, Singapore, Mexico and

Brazil, plus sales force increases in Japan and Singapore . The goal is for LBDC's

business to duplicate the geographic distribution of LPCC with business equally

divided between North America, Europe and the remainder of the world .

An important worldwide objective is to respond to the need for environmen-

tally friendly specialty chemical systems. The growing emphasis on vehicle fuel
efficiency, emission control and performance improvement is driving that

market . LBDC technology and products address these issues which will become

even more critical in the years ahead .

Fuel Products
Driven by government mandated requirements for reduced vehicle emissions,

LBDC is experiencing strong growth in demand for petroleum fuel additives
which provide total engine cleanliness . The reauthorization of the Clean Air Act

will result in the introduction of reformulated gasolines which have lower aro-
matics, reduced volatility and more oxygenates . These new fuels may require

expanded use of additives to maintain total engine cleanliness .

Additives alone, of course, do not reduce emissions. However, by functioning

to maintain the cleanliness of carburetors, port fuel injectors, intake valves and
ultimately combustion chambers, they enable the vehicle to maintain manufac-

turers' emission specifications throughout its useful service life .

"OUR THRUST INVOLVES
AGGRESSIVE BUSINESS
PLANNING TO CARRY
OUT A WELL FOCUSED
STRATEGY. WE HAVE THE
ENTHUSIASM AND
CONFIDENCE TO BE
AGGRESSIVE AND THE
COMPETENCE TO BE
SUCCESSFUL."
JOHN SENZ

uli iu f iusinr . . I>rl Ennrn l l ni .in

LUBRIZOL BUSINESS DEVELOPMENT COMPANY
The Lubrizol Business Development Company JLBDC1 applies both tradi-

tional and new Lubrizol chemistry to develop and supply specialty products for

fuels, industrial fluids and other markets where high quality and performance

are needed . In this endeavor, LBDC has succeeded in creating important new

markets for the company's additive chemistry, service and technical resources .

LBDC is now moving a step beyond, seeking new diversification opportunities

through focused acquisitions which will contribute to long-term growth .

Organized in 1988, this business unit comprises three divisions : Specialty

Chemicals, Strategic Investment and Strategic Planning and Development . The

Specialty Chemicals division includes three operating groups specializing in Fuel

Products, Industrial Products and New Ventures . LBDC's other two divisions

support the Corporation's commercial development and strategic assessment

and investment functions.



Ii is estimated that between 1986 and 1990 the use of deposit control fuel addi-
tives more than doubled . This trend is expected to continue . Also, over 80
percent of today's new cars have fuel injectors which require additives to pre-
vent fouling as a result of deposits .

In the area of alternate fuels, Lubrizol is actively developing additives for use
with fuels other than gasoline . The Fuel Products group, for example, is supply-
ing a new additive for methanol fuel used in buses being tested by the Southern

I new Gate Pith : l ddrtirc• tit's/em reudv
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Rill Hagstrandileft), Director-Furl

California Regional Transit District . If these tests prove successful, methanol

fuel may be adopted by other large urban areas having atmospheric pollution

problems.
The same engine cleanliness goals which apply to gasoline also apply to diesel

fuels used in trucks, buses, construction and farm equipment . By 1994, diesel

engines in the United States will be required to meet strict emission control

limits for a minimum of 290,000 miles. Fuel and lubricant additives will he a key
to meeting these new standards, and Lubrizol is well positioned to be a leading

supplier of these new diesel products .
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The growing overall market for fuel additives may double over the next few
years. To meet this accelerating demand, the company has added production

capacity in both the United States and Europe_ In early 1991, Lubrizol

completed a major expansion of its Bayport, Texas, production facilities to
produce fuel additives .

Industrial Products
The Industrial Products group of LBDC holds strong market positions in spe-

cialty chemicals for antiwear hydraulic oils, rust and oxidation inhibited oils,

industrial gear oils, metalworking fluids, greases and water based lubricants .
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Sales of these chemical additives, because of their unique performance and

Lubrizol's capable service support, have continued to increase despite the

general downturn in the industrial economy: This growth trend is expected to
continue during 1991 .

Lubrizol Businesss Development Company is the top ranking supplier of

specialty chemicals for both hydraulic oils and industrial gear oils . These
high value-added chemicals have fostered LBDC's geographic growth, partic-

ularly in Europe where product application technology is a major part of LBDC's
business developrnent strategy.

Metalworking fluids are another opportunity for growth . Environmental and
worker safety and health concerns have led to an increased market demand for

the replacement of barium, zinc and chlorine in these fluids . LBDC is supplying
new environmentally acceptable performance additive systems for use in

soluble oils and quenching oils and holds a solid patent position in technology for
water based products. Lubrizol intends to become a leading supplier of additives
to the metalworking fluids market and will apply the focused acquisition
approach when appropriate to support and enhance its value-added selling

strategy In addition, Lubrizol will complete a new water based industrial fluids

unit at its Bromborough, England, plant during the first quarter of 1991 .
New Ventures Group

Lubrizol's New Ventures group is responsible for the development of new
specialty chemical businesses in fields outside fuels and industrial products .
This has included the development of new markets involving mining chemicals,

coating technology and process chemicals.

During 1990, LBDC acquired Resource Development Inc . (RDII in Denver,
Colorado. This acquisition is designed to provide the service support needed for
the mining chemicals business. LBDC currently supplies specialty chemicals for
use as flotation aids and in emulsion explosive products. RDI also provides a
state-of-the-art mining chemical laboratory staffed by five career professionals
from the mining chemicals industry. The laboratory provides internal research
and testing as well as functioning as a testing laboratory for the industry .

RDI's capabilities enable LBDC to identify needs, supply answers and expand

product sales to mining customers not only in the United States but in important
global markets such as Europe and the Third World .

Lubrizol's Coating Technologies group develops and supplies tailored products
for important niche markets in the paint and coatings field . For example, it
produces rheology control agents which enable customers to use higher levels of

solids and less solvents in their coatings . This improves the pigmentation density

and coverage of the coating and reduces the ecological risks associated with
high solvent content coating materials .

Lubrizol Business Development Company has based its business growth

on identifying the needs of the market and converting those needs into new
technologies and commercially successful products . LBDC has the strategy the
technical capabilities and the leadership to continue its rapid growth . The

opportunities are many in important markets around the world .

"CHARGES IN MARKETS,
CUSTOMERS AND
COMPETITIVE FORCES
ARE ACGELERXTING, AND
WE MUST MA]XIMIZE OUR
HUMAN AND FINANCIAL
RESOURCES . WE ARE
PUSHING OUR TRADITIONAL
BUSINESS APPROACH OUT
AT THE EDGES TO FIND
PROFITABLE NEW
OPPORTUNITIES."
RAY ANDREAS
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"OU R SEARCH FOR N ICHE
SVO Enterprises achieved the best year in its history in 1990 as sales of its

specialty vegetable oil products doubled from the prior year .

SVO produces and markets a line of specia lty oils based on TR ISUNO
high monounsaturated sunflower oi l . The high monounsaturates in TR ISUN give

this special hybrid sunflower oil outstanding stability to improve and maintain

food quality. In addition, medical research continues to prove that monounsatu-
ratesprovide important nutritional benefits in the diet when they are used in

place of saturated fats.

Current public concern over food products containing saturated fats has led

food processors to adopt TR ISUN in products such as non-dairy creamers, snack
foods and frozen desserts. It is sprayed on cereals, crackers and cookies to keep

these products fresh and crisp .

To meet the expanding demand for this premium veget able oil, SVO Enter-

prises has steadily increased production . The hybrid sunflower from which this

oil is derived is now being grown on four continents. This provides virtually year-
round production of this important seed crop and protects against possible crop

problems in any one geographic area .
During the year, the company acquired an oilseed crushing and refining plant

at Culbertson, Montana . This facility has the capac i ty to handle a significant
portion of the division's annual product ion requirements for sunflower and

JOHN ST UDEBA KER

MARKETS AND SPECIALTY
USES FOR OUR
PRODUCTS IS OPENING
A WHOLE NEW RANGE OF
OPPORTUNITIES FOR THE
AGRIBUSINESS SEGMENT.
BY INCREASING OUR
FLEXIBILITY IN
PRODUCTION , MARKET
ING AND RESEARCH , WE
ARE GIVING OURSELVES
TH E BEST OPPORTUNITY
TO BROADEN OUR BASE ."

he Agribusiness segment of the company's operations comprises the
production and marketing of specialty vegetable oi ls and their derivatives ;

research and development involving new and superior agricultural and

agriculturally derived products for specialty markets; and the hybridization,

production and marketing of high quality crop seeds for domestic and

export customers .

This business segment consists of Agrigenetics Company which operates

domestic seed divisions and overseas affiliates ; SVO Enterprises, a division of

Agrigenetics, which produces and markets crop seed oils and their derivatives ;

and a strategic agricultural research center which develops specialty chemical

products from agricultural source materials.

The focus of the company's agricultura l operations is on the app lication of

plant genetic technologies to the development of commercially successfu l

products for specialty markets .
These markets include not only farm customers in the case of crop seeds but

downstream industries such as food processors and others who utilize vegetable

oils or their derivatives in key product lines .

This specialty niche product and marketing strategy requires a high level of
flexibility in development and production operations, as well as excellent geo-

graphic reach to serve a diverse customer base . Agrigenetics rates high in both of

these key capabiliti es .

Specialty Vegetable Oils



other seed-derived vegetable oils. In addition to cost savings compared with out-

side processors, the Culbertson plant adds flexibility to the division's vegetable
oil production operations. The western location of the Montana facility also

improves the logistics of serving growing California and Asia/Pacific markets .
Development work is proceeding on other promising vegetable oil products

and derivatives . Improved hybrids of rapeseed, sunflower and safflower oils, for

example, possess excellent lubricating qualities and are non-hazardous to the

environment . These oils potentially could become substitutes for some
petroleum-based lubricants in environmentally sensitive applications .
Madison Research Laboratory

A major portion of Agribusiness strategic research and development
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is consolidated at the Madison research laboratory in Wisconsin . I
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Agrigenetics' eight seed companies maintained their traditional market share

in the face of strong price competition in domestic and overseas markets. The

con-ipany's international seed business continues to grow . Affiliates and distribu-

tors in overseas areas are finding increasing demand for the high quality, higher
yield crop seed varieties Agrigenetics supplies . A new joint venture in France,

called Eurograin, completed a successful first year in 1990 and is expected to be
an effective vehicle for expanding crop seed sales in Europe and the Eastern Bloc .

I n the United States, a new Farm Bill will increase the amount of planted

acreage allowed farmers over the next five years . This should have a positive
impact on the business volume of Agrigenetics' seed companies. Further, the

introduction of newer, superior performing hybrid seed varieties should stimulate

additional market share gains, both in the United States and abroad .
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Here scientists and agricultural specialists combine their talents in the search

for new and improved specialty chemical products produced from oilseed crops .
Rapeseed, sunflower seeds, soybeans, corn and safflower are among the sources

being used in this work .

Another prime activity at the Madison laboratory is genetic research aimed

at improving specific attributes of hybrid plant varieties . This work relates to

overall crop and oilseed yield and greater quality, as well as to the development

of new food crop varieties of higher yield and greater resistance to specific
insects and diseases .

It is believed that genetic research at Madison, including a DNA marker-based

gene mapping system which allows rapid custom development of new corn
hybrids, is among the most advanced in the industry . Agrigenetics' corn

researchers successfully demonstrated the value of the company's DNA marker
technology as a tool for accelerating the development of new corn hybrids . A
new line resistant to maize dwarf mosaic virus was developed in less than half

the time required using traditional plant breeding techniques alone . Possibilities
exist for the crossover of this gene mapping technology to other crops including

soybeans, rapeseed, sunflower and safflower .
Agrigenetics has completed the first of a series of contemplated licenses to

third parties covering its Bt gene technology. This license covers the use of a gene

from the bacterium Bacillus thuringiensis which confers insect resistance to trans-

forrned potato plants . This technology offers an alternative to the use of chemi-
cals for insect control .

Crop Seed Produc tio n
For the first time in several years, 1990 was a good year in the seed business.

Normal weather conditions in 1989 resulted in adequate supplies of high quality

corn and other seeds for the 1990 growing season .
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

In 1990, the company recorded a pre-tax gain of $101.9 million
from the exchange of its Genentech stock for cash and new
shares of Genentech in connection with the merger between
Genentech and Roche Holdings, Inc . The Genentech stock is
regarded as a corporate asset and, therefore, the gain is not
included in the business segment results. This gain, after taxes
and $5.1 million of related expenses, contributed $62 .9 million
or $1.79 per share to consolidated net income . A special
charge of $9.7 million in the Agribusiness segment for the
write-off of assets reduced net income by $6 .4 million or $19
per share . (Refer to Note 7 to the financial statements.)

Net interest income decreased by $6.7 million in 1990 primar-
ily due to lower interest accrued on Federal income tax
refunds and lower average funds invested .

Income before income taxes increased $133.5 million in 1990 .
Excluding the gain on the Genentech transaction net of related
expenses, the increase in income before taxes was 27% over
1989. In addition, the company had a lower effective income
tax rate in 1990, primarily due to settlements of several
income tax audits with U .S. and foreign tax authorities cover-
ing the years 1981 through 1988 . As a result, net income before
the Genentech transaction increased 35% in 1990 over 1989 .

Return on average shareholders' equity was 27% in 1990 ,
14% in 1989 and 22% in 1988 . Excluding the 1990 Genentech
gain , and the income from the patent settlement and account -
ing change in 1988 , the return on average shareholders ' equity
was 18%, 14% and 13%, respectively.

Lubrizol is a specialty chemical company using chemical ,
mechanical an d biological technologies to develop products
for world markets in transportat ion, ind ustry and agriculture .
The company's business segments are Specialty Chemicals
and Agribusiness . The Specialty Chemicals segment
deve lops, produces and sells chemical additives for t ranspor-
tation and industrial lubricants and functional fluids, fuel
additives and diversified specia lty chemical products. The
Agribusiness segment includes the traditional operations
wh ich develop, prod uce and se ll p lanting seeds for agri-
cultural and oilseed crops, and deve lop and market specialty
vegetable oil s. Agr ibus iness also includes strategic activities,
which consist of biotechnology research and development
directed toward developing new products for the agricultural,
food and ch emical industries.

Res ults of Operations

In 1990, consolidated revenues increased $225 million or 18%
compared to 1989 . The Specialty Chemicals segment contrib-
uted 94% of this increase , although both of the company's
business segments achieved record revenues . Gross profit
(Sales less Cost of Sales) increased $83 million or 23% over
1. 989 . As a percentage of sales, gross profit was 30% in 1990
compared to 29% in 1989 and 30% in 1988 . Increased selling,
testing, administrative and research expenses in the Specialty
Chemicals segment partially offset the increased gross profit .
Thus, in 1990, the increase in revenues was $46 .1 million more
than the increase in total cost and expenses .

I n 1989, consolida ted revenues increased $ 102 million or 9%
compared to 1988 due to increases in both of the company's
business segments . Gross profit increased $21 million or 6%
over 1988. The increased gross profit in 1989 was substantially
offset by increased selling and administrative expenses in
both segments and higher research expenses in the Specialty
Chemicals segment. As a result, tota l revenues increased $2.4
million, or 2%, more than total cost and expenses .

Other income decreased $9.0 million primarily due to lower
net investment ga ins in 1989 . Net investment gains con sist of
gain on sale of i nvestments and a loss recorded on a write-
down of a marketable equity secur i ty. Net in terest income
increased $8.6 million primarily from interest recorded on
estimated Federal income tax refu nds.

I n 1989, net income decreased $46.0 million to $94 .0 million
or $2.52 per share . Ne t income for 1989 was less due to the
patent litigation settlement, special charges and accounting
change that were recorded in 1988 . Excluding these 1988
factors and the change in net inves tment ga in s, net income
increased $5.3 million in 1989 .

In 1988, consolidated revenues increased $103 million or 10%
primarily due to a $96 million increase in revenues from
Specialty Chemicals. Improved gross profit was partially
offset by higher selling, testing, administrative and research
expenses in both segments . As a result, total revenues
increased by $10 million more than the increase in total cost
and expenses.

In 1988, a significant patent litigation settlement from Exxon
Corporation, after deducting related expenses and income
taxes, added $53.2 million ($1.37 per share) to net income .
Income in 1988 was reduced by special charges of $31.2
million ($17 .1 million after tax or $44 per share) for write-
downs of several investments in the venture development
area and the discontinuance of certain agricultural bio-
technology research programs . Gain on sale of investments
was $10.2 million X37.0 million after tax or $ .18 per share). Net
income in 1988 was increased by $8.8 million (3 .22 per share
due to the cumulative effect of adopting Statement of Finan-
cial Accounting Standards No . 96, 'Accounting for Income
T`axes .' Net income in 1988 increased $58.6 million to $139.9
million or $3.62 per share .



THE LUBRIZOL CO RPORATION

Specialty Chemicals cost of sales increased because of escalat -
ing material costs and higher manufacturing costs Manufac -
turing costs increased due to higher volume , the unfavorable
effect on expenses caused by the weakening U .S, dollar and a
$5.0 million provision for the closure of a manufacturing
facility in Spain . Gross profit increased 24% or $77.5 million .
The increased gross profit is due to higher volume and the
ability to maintain gross profit percentages during periods of
escalating costs . As a percentage of sales , gross profit
improved to 30% in 1990 from 29% in 1989 .

Operating Results By Business Segment
(In Thousands ofDol lars/ 1990 1989 1988

$1,335,471 $1,124,364 $1,035,858
117 , 230 103,546 89,873

$1,452,701 $1,227,910 $1,125,731

S 398 , 238
40 , 179

$ 438 ,417

$ 320,785
35,025

$ 355 ,810

$ 57,776 $ 51 , 342

7,697 6,441
8,951 11,875

16 ,648 18,316

$ 74 ,424 $ 69 ,658

$ 179,359 S 141 ,248

(4 ,960)
(9,585)

(14 , 545)

$ 164 ,814

1 ,802
( 16 , 519)

(14 , 717)

$ 126 , 531

$ 732 , 784
1 39 ,253
88, 147

$ 960, 184

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

Identifiable assets :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 886,619
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,153
Corporate investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73 ,824

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,114,596

Segment income is before interest and income taxes and , in 1990 , the gain on sale of Genentech .

$ 970 ,671

Specialty Che micals Segment

In 1990, the Speci alty Chemicals segment accounted for 92%
of consolidated revenues. This segment had record revenues
and volume in 1990, wi th revenues increasing 19% and vol-
ume increasing 6% ove r 1989 . Higher shipmen ts to in terna -
tional customers, part of which was due to the effect of
conso l i dating the Brazilian affiliate, contributed approx -
imately 40% of the revenue increase. Selling price increases
late in 1989 and during 1990, a long with favorable currency
effects, accounted for the remainder of the revenue increase .
Selling prices were increased during the first quarter of 1990 in
recognition of the increased research and performance testing
required to meet today's complex market requirements and

the necessity of investing in plant and equipment . In addition,
selling prices were increased twice in the second half of 1990
in response to higher raw material costs associated with the
Middle East crisis.

Revenues :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Gross Profit :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

'total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ••-

Research and development expenses :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Agribusiness - 'ftaditional . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
- Strategic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Segment income (loss) :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Agribusiness -'I1r aditional . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
- Strategic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

'Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 306,241
28 , 135

$ 334,380

$ 43, 144

4,874
17,302

22 , 176

$ 65,320

$ 223 , 389

12,394)
(37,840)

(40,234)

$ 183 , 155

$ 730,456
124,702
115,5 13



In 1989, the company paid $16 million for the remaining rights
to plant science technology developed by Agr igenetics
Research Associates Limited and to secure the release of all
c laims under a related class action suit . The company also
acquired the remaini ng shares of Sungene, a significant pro-
vider of strategic contract research . Agribusiness strategic
research and development expenses decreased 31% to $11.9
million in 1989 d ue to the discontinuance of ce rtain research
programs and cost efficiencies obtained because of the Sun -
gene acquisition . In 1989, the loss fro m st rategic Agribusiness
activities was $ 16.5 mi llion, or $21 .3 millio n l ess than in 1988 .
Included in 1988 was a $ 17.1 million special charge fo r items
discussed below.

In 1988, Specialty Chemicals segment revenues increased
10% . This increase resul ted primar ily from a 7% improve-
ment in volume and the effect of trans lat ing stronger foreign
currenc ies into U .S . dollars. Both domestic and international
markets contributed to the increase in volume. The gross
profit percentage was stable at 30% . Selling, testing and
admin istrat ive expenses increased 14% because of increased
c us tomer testing to meet the new SG motor oil specificat ion
and other new product development requirements. Research
and development expenses increased 6% . These factors,
together with higher equity earnings from non-consolidated

Selling and administrative expenses increased 26% primarily
due to planned increases in personnel because of new busi-
ness development, increased legal expenses associated with
protection of proprietary technology and increased interna-
tional sales activities. Testing, research and development
expenses increased 14% in 1990 . Most of this increase related
Io additional activity with respect to engine oils, gear oils and
fuel products .

This segment's results are impacted by the strengthening or
the weakening of the U .S. dollar against other currencies in
which the company transacts business. In 1990, the U .S . dollar
weakened, resulting in increased revenues and expenses
when international transactions are translated into U .S .
d()llars.

Specialty Chemicals segment income was $179 .4 mi llion,
whic h i s a 27% increase over 1989 .

Uncertainty about the crisis in the Middle East, coupled with
the increasing prices for all lubricant components, may have
inspired some inventory build-up by customers and partially
explain the increase in the volume of shipments. The com-
pany is not able to predict with any certainty how either a
continuation or a resolution of the Middle East crisis will
affect the future results of the company. However, manage-
merit believes that the Middle East situation will not have a
material effect on the company.

In 1989, Specialty Chemicals revenues increased 8% on a 7%
increase in volume. Both domestic and international markets
contributed to the increase in volume. Price increases were
substantially offset by unfavorable currency effects . In 1989,
the gross profit percentage declined slightly to 29% from 30 %
in 1988 because of raw material and manufacturing cost
increases. The company was unable to implement selling
price increases early enough in the year to maintain margins
due to the strong competition throughout the company's
worldwide markets . Selling and administrative expenses
increased 8% in 1989 primarily because of efforts to create
new business units and markets . Research and development
expenses increased 19% due to increased new product devel-
opment and foreign patent application activity .

Specialty Chemicals segment income in 1989 was $141 .2 mil-
lion, which is $82.1 million lower than 1988 . After adjusting for
the patent litigation settlement and special charges in 1988 and
the lower net investment gains in 1989, segment income
decreased $5 .8 million in 1989 .

companies, increased segment income by $12 .1 million in
1988 . The patent litigation settlement added $81 .2 million, gain
on sale of investments was $11 .0 million lower than in 1987,
and special charges for write-downs of investments in several
venture development companies reduced segment income by
$14.1 million. The net result was an increase of $68.2 million
in segment income to $223 .4 million for 1988 .

Agribusiness Segment

In 1990, Agribusiness revenues increased 13% to $117 million
due primarily to increased specialty vegetable oil volume,
aided by the acquisition of an oilseed crushing and refining
business. Revenues from planting seeds were approximately
the same as 1989 . Gross profit improved by 15% to $40 million
as a result of higher revenues and lower seed production costs
in the normal growing season of 1989 compared to the drought
impacted 1988 season . Gross profit, as a percent of sales, was
34% in both 1990 and 1989 . In 1990, selling and administrative
expenses declined 4% and research expense declined 9% .
These declines were primarily due to discontinuance of cer-
tain contract research programs and cost efficiencies from
combining strategic research activities . This was possible
because of the settlement with Agrigenetics Research Associ-
ates Limited and the acquisition of Sungene Technologies
Corporation during 1989 .

The Agribusiness segment lost $14 .5 million in 1990, approx-
imately the same as in 1989, primarily due to a special charge
of $9.7 million within the traditional operations for the write-
off of receivables and inventories . This write-off was neces-
sary because the company's former affiliate in Italy did not
meet its financial obligations to the company.

In 1989, Agribusiness. revenues increased 15 % to $104 million .
Higher selling prices for planting seeds increased revenues by
12% and the remaining increase was due to favorable product
mix in specialty vegetable oils. Gross profit increased 24% to
$35 million. Agribusiness gross profit percentage increased to
34% in 1989 from 31 % in 1988 as a result of the higher selling
prices, offset in part by higher seed costs, both of which
resulted from the 1988 drought . Higher selling expenses and
traditional research expenses partially offset the increased
gross profit in 1989. As a result, segment income from tradi-
tional operations was $1 .8 million, an improvement of $4 .2
million over 1988 .



THE LURRIZOL CORPORATION

I n December 1990, the Financial Accounting Standards Board
issued SFAS 106, 'Employers' Accounting for Postretirement
Benefits Other Than Pensions" This statement focuses pri-
marily on postretirement heal th care benefit s . It will require
accrual of the expected costs of p roviding these bene fits over
the years the employee re nders the necessary service to
become eligible to receive the benefits. Al though the ana l ysis
of the impact of adopting this statement is not complete,
management believes it wi ll not have a si gnificant impact on
the financial condition of the company or its abili ty to borrow
funds. (Refe r to Note 10 to the financia l statements.

The company invested $6.0 m i llion in Mycogen Corporation,
a b i opesticide company, and paid $8.1 mi llion f or the assets of
an oilseed crushing and refining business. As a result of the
activities during 1990 disc ussed above, cash and short-term
investments at December 31, 1990, declined by $5.5 million
compared to December 31, 1989 .

In 1988, Agribusiness revenues increased 9% due to increased
sales volume of specialty vegetable oils. Gross profit as a
percentage of sales increased 2% to 31% . Higher marketing
and resea rch expenses pa rtially offset the increase in gross
profit . As a resu l t, the $2.4 million segment loss from tradi-
tional operations was $1 .9 million less than in 1987 . In 1988,
stra tegic Agribusiness act ivi t ies cont ributed $37.8 million to
the Agribusiness segment l oss. These activities included str a -
tegic research expenses of $17 .3 million and special charges of
$17.1 million. The special charges were for the discontinua nce
of certain biotechnology research programs at Agrigenetics
Advanced Science Company and the write-down of a n
investment .

Wo rking Capital , Liquidit y and Capital Resources

The company's cash flows for the years 1988 through 1990 a re
presented in the consolidated statements of cash flows Cash
provided from operating act i vities d uring 1990 was $114.3
million, a decrease of $10.6 million compared to 1989 . This
dec rease is primarily t he result of $31.2 mi llion of income
taxes paid related to the Genentech gain, the proceeds of
which are inc l uded in the cash flows from investing activities .
The increase in amounts received from customers and paid to
suppliers is due to the higher vo l umes, increased sel ling
prices and highe r material costs. In 1989, the decrease in cash
provided from ope rating ac t ivities of $86 .9 mi llion was due to
the cash received in November 1988 from the patent litigation
settlement an d lower proceeds received from t he sale of
investments in 1989 .

During 1990, the company's working capital req uiremen t s
were financed by internally generated funds and short-term
borrowings to meet seasonal needs of Agribusiness. As dis-
cussed in Note 7 to the fi nancia l statements, in 1990 the
company receive d $105.8 million in cash from the Genen tech
stock transact ion. The company utilized t his cash, along with
the cash gene rated from operating act ivi t ies, p rincipally to
fund it s capital expendi tures, pay d ividends and continue i ts
common share repurchase program .

The company acquired 2 . 4 million of its shares for $89 .5
million, compared to 1 .1 million shares for $40 .3 million in
1989 . At December 31, 1990, t here was outs tanding Board
authorization for the company to repurchase approximately
1.3 million of its shares.

The company 's financial position continues to be strong . The
ratio of current assets to current liabilities was 2 . 7 : 1 at Decem -
ber 31, 1990 , and 3 : 1 at December 31 , 1989 . Although this ratio
declined at the end of 1990 compared to 1989 , the amount of
net working capital increased by $58 .2 million during 1990 .
Long-term debt as a percent of total capital i zation (share -
holders ' equity plus long -term debt) was less than 7.5% at the
end of both 1990 and 1989 .

The change of $22 .1 million in the amount o f the Accumulated
Translation Adjustment within Shareholders' Equity for 1990
is due t o the weakened U.S. doll ar at the end of 1990 compared
to 1989, particularly against the French franc and the British
pound .

At Decembe r 31, 1990, the company had unused revo lving
credi t agreemen ts and other credit lines aggregating $55 mil-
lion. The company believes its credit facilities and internally
generated funds will be sufficient to meet its capital needs
during 1991. The company a lso be lieves it has the financial
strength to obtain addit io nal credi t facilities and other financ-
i ng as needed .

The company's capital expenditures in 1990 were $77 .4 mil-
l ion, bringing the aggregate capita l expenditures over the past
three years to $196 .7 m il lion . The approximate percentages of
capi tal spending over t his three-year per iod were 65% to
increase, improve or replace produc tive capacity; 15% for
research and testing facilities ; and 20% for Agribusiness and
o ther purposes. Capital expenditures, primarily to provide
manufacturing, administrative and technica l support to the
Specialty Chemicals segment, are anticipated to approximate
$85 million in 1991 .



Year Ended December 3 1

1989

$1,220,386

7,524

1 ,227,910

$1,444,758

7 ,943

1 ,452 , 701

$1 , 117,493

8,238

1 , 125 , 731

Royalties and other revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tbtalrevenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cost of sa les . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,006,341 864,576 783, 113
Selling , testing and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 207,626 175 ,474 161,456
Research and development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 ,424 69,658 65, 320

'Ibtal cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,288 , 391 1, 109 , 708 1,009 , 889

Gain on sale of Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Patent litigation settlement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Special charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other income - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
I n terest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(9,734)
10,238
10,526
16-049)

137,746
43,766

93 , 980

Income before income taxes and accounting change . . . . . . . . . . . . . . . . . . . . . 271,212
Provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,166

Income before cumulative effect of accounting change . . . . . . . . . . . . . . . . . . . 190 , 046
Cumulative effect of change in accounting for income taxes . . . . . . . . . . . . . .

$ 190 , 046 $ 93,980

Net income per share :
Be fore accounting change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cumulat ive effect of account ing c hange . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net i ncome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$3 .40
. 22

$3 .62$5.34 $2.52

The accompanying notes to financial statements are an integral part of these statements .

Consolidated Statements of Income

(In Thousands of Dollars Ex cept Pe r Share Data)

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1990 1988

101 ,921

8,329
16,653
(5,438)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$5.34 $2.52

81 , 180
(31 , 154 )
17 , 287
8,798
16,203)

185,750
54,544

131 , 206
8,751

$ 139 ,957



Consolidated Balance Sheets
December 31

1990 1989

543,166

8 1 0,706
494,213

Property and equipment -at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

886,996
533 , 445

Property -net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 353,551 316 ,493

Investments in non -consolidated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,698 51 ,966
Intangible and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38 ,537 48,559

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,114,596 $960,184

Liabilities and Shareholders' Equity
Short -term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,552 E 8,002
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,757 98 ,413
Income taxes and other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102,042 74,493

180 ,908

53 , 180
29,320
33 ,512

296,920

54,023
39,663
36,348

378,385Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

The accompanying notes to financial statements are an integral part of t hese statements.

THE LUBRIZOL C0RPOBAI'I0N

(In 7housands of Dollars)

Assets

Cash and short -term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Thtal current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 76 , 100
258 , 129
294,986
39,595

668,810

$ 81,641
1 91,964
251,796

17,765

'Ibtal current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long -term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Non -current liabilitie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

248,351

Common shares without par value - Outstanding 34,698,374 shares in 1990
and 37 ;008 , 108 shares in 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75 ,651 78,221

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 654 ,991 601 ,612
Accumulated translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,569 (16,569 )

'Ibtal shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 736,211 663,264

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,114,596 $960,184



1 ,925
(195)

(51 , 509)
(37 , 022)

(86 ,801

3,240
34

(52,257
(86,980)

(135,963)

579 (670)

(5,541) 142,595)

Effect of exchange rate changes on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net increase (decrease) in cash and short -term investments . . . . . . . . . . . . . . .

124,236

S 81 ,641

92,747

$ 124,236

Cash and short - t erm investments at the beginning of the year . . . . . . . . . . . . . 81 ,641

Cash and short-term investments at the end of year . . . . . . . . . . . . . . . . $ 76, 100

The accompanying notes to financial statements are an integral part of these statements .

Consolidated Statements of Cash Flows

I /n Thousands of DolIarsj

Cash provided from (used for) :
Operating activities :
Received from customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Paid to suppliers and employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
R eceived from patent litigation settlement . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Received from the sale of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest and dividends received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other- net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total operating activities . . . . . . . . . . . . . . . . . . . .

Investing activities :
Proceeds from sale of Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
I nvestments in non -consolidated companies . . . . . . . . . . . . . . . . . . . . . . . . . . .
Acquisitions - net of cash acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other- net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

'Total investing act ivi t i es . . . . . . . . . . . . . . . . . . . . .

Financing activities:
Short -term borrowing (repayment ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Long -term borrowing (repayment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares purchased , net of options exercised . . . . . . . . . . . . . . . . . . . .

Total financing activities . . . . . . . . . . . . . . . . . . . .

1990

$1,395,667
(1,206,060)

(87,713)

10 , 181
(6 , 058)
8,302

114,319

105, 843
(77,407)
(6,690)
(8,134)
1 , 912

15,524

Year Ended December 31

1989

$1,220,978
(1,066,449)

(51 , 528)
7 , 161

15,736
( 6 , 193)
5 ,200

124 ,905

(64,721)
(1 , 723)

(16,276)
2 ,691

(80,029)

1988

$1,109,333
(957 , 945)
80 ,000
(44,566)
16 ,529
11,640
15,71
2,238

211 ,782

(54 , 611)
(6,526)

(10 , 754)
57

(71 , 834)

(7,682
(238)

162,998)
(33,609 )

(104, 527)

(3 ,932 )

31 ,489



Shareholders' Equity

Number of Accumula ted
Shares Common Retained Translation

Outstanding Shares Earnings Adjustment

/!n Thwu.san ds o/Do11arsJ

38,960,822 $ 77, 142 $ 541,315 $ 3, 176
139,957
(50,422)

(13, 252)

(1,014,760) (1 , 574) (33, 726)
63 ,849 1,692

77,260 597, 124 (10 ,076/
93,980
(51,509)

(6,493)

(2,3 10) (37,983)
3,27 1

78 ,221 601 ,612 (16,569 )
190,046
(52,257)

22,138

38,009,91 1

(1,121,245)
1 19,442

37 ,008 , 108Balance, December 31, 1989 . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash dividends ($1.46 per share) . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1990 . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares -' I reasury :
Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares issued upon exercise of stock options . . . . . . . . . . . . . . .

(2 , 394 , 757) (5,097)
85 ,023 2,527

(84 ,410 )

$654,991 $ 5,569$75,651

The accompanying notes to financial statements are an integral part of these statements .

THE LUBRIZOL COKPORXI 'fON

Consolidated Statements of Shareholders' Equity

Balance , December 31, 1987 . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash dividends ($1 .30 per share) . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1988 . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares - 'I reasury :
Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Shares issued upon exercise of stock options . . . . . . . . . . . . . . .

Balance, December 31, 1988 . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash dividends ($1.38 per share) . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1989 . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares - 'IYeasury :
Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares issued upon exercise of stock options . . . . . . . . . . . . . . .

Balance , December 31 , 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . 34 ,698 , 374



Note 3 - Investments in Non-consolidated Companies

1990 1989
$45,257 $39,569
8,441 12,397

$ 53,698 $51,966

Investments carried at equity . . . . . . . . . . . . .
Investments carried at cost . . . . . . . . . . . . . . .

The company has available $ 55 million under revolving credit
agreements and other credit lines, which would permit the
company to borrow at or below the U .S. prime rate . These
facilities, which were unused at December 31, 1990, may be
used to support commercial paper borrowings .

Inventories on the LIFO method at December 31, 1990 and
1989 were 24% and 19% of consolidated inventories . The
current replacement cost of these inventories exceeded the
LIFO cost at December 31,1990 and 1989 by $48 .1 million and
$37.5 million- At December 31, 1990 and 1989, inventories of
the Specialty Chemicals segment were $223.2 million and
$189.9 million, and Agribusiness inventories were $71 .8 mil-
lion and $61.9 million .

Notes To Financial Statements
(In Thousands of Dollars Unless Otherwise I ndicated/

Note 1 - Accounting Policies

CotvsoLIOAT i orr - The consolidated financial statements
inc lude the accounts of The Lubrizol Corporation and its
majority-owned subsidiaries . For non-consolidated com-
panies laffiliates), the equity method of accounting is used
when ownership exceeds 20% or when the company has the
ability to exercise significant influence over the policies of the
i nvestee . Other affiliates are carried at cost .

INVENTORIES - Inventories are stated at cost which is not in
excess of mar ket. Cost of Specia lty Chemicals segment inven-
tories is determined by the last-in, first-out (LIFO) method in
the United States and the first-in, first-out (FIFO) method
elsewhere. Agribusiness inventory cost is determine d by the
average cost method .

DEPRECIATION AND AtvtoRTiznTtorr - Accelerated deprecia-
tion methods are used in computing depreciation on approx-
imately 67% of the depreciable assets. The remaining assets
are depreciated using the straight-line method . Amortization
of intangible and other assets is on a straight-line method over
periods ranging from 5 to 25 years . For income tax purposes,
different methods and rates are used in certain instances .
Deferred income taxes relating to temporary differences have
been provide d .

FOREIGN CURRENCY TRANSLATION - The assets and liabilities
of most non-U .S. subsidiaries are translated into U .S . dollars at
exchange rates in effect at the balance sheet date . Operating
results are .translated at weighted average exchange rates in
effect during the period . Net unrealized trans lation adjust-
ments are recorded as a separate componen t of shareholders'
equity.

PER SHARE AMOUrrrs - Net income per share has been
computed by dividing net income by the average number of
common shares outstanding during the period . Net income
per share has not been adjus ted for the effect of stoc k options
as the dilu tion effect would be l ess than 3% in any year.

Note 2 - Inventories

1990 1989

Finished product s . . . . . . . . . . . . . . . . . . . . $ 108,616 $100,497
Product s in process . . . . . . . . . . . . . . . . . . . 95,996 72,367
Raw material s and supplies . . . . . . . . . . . . . 90,374 78,932

$294,986 $25 1 ,796

I nvestments carried at equity exceeded the company's equity
in the underlying book values by $9.1 million and $ 14.1 million
at December 31, 1990 and 1989 . The excess is being amortized
over periods not exceeding 20 years . Accumulated amortiza-
tion of this excess was $4 .4 million and $8.2 million at Decem-
ber 31, 1990 and 1989 .

Included within investments in non-consolidated companies
are marketable equity securities having a book carrying value
of $18 .6 mi llion in 1990 and $15.6 million in 1989 . The market
value of these securities exceeded the book carrying value by
$76 million and $129 million at December 31, 1990 and 1989 .

In Decembe r 1989, Lubrizo l do Brasil Aditivos, Ltda ., previ-
ously a 50%-owned equity investee, became a wholly-owned
subsidiary when the stock of the other shareholder was
redeemed. The effect of consolidating this subsidiary in t he
1990 and 1989 financial statements was no t significant .

Note 4 - ShortTerm and Long Term Debt

Short-term debt of $12 .6 million and $8 .0 million at December
31, 1990 and 1989 consisted of short-term bank loans.

Long-term debt consists of :
1990 1989

7.875% Marine terminal/ Industrial
developm ent revenue bonds ,
due 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19 , 375 $19,375

'I~rm Loans
7. 99% due 1992 . . . . . . . . . . . . . . . . . . . . . . . 20 , 000 20,000
5 . 8% yen denominated , due 1993 . . . . . . . . 13 , 970 13 , 194

Other various rates . . . . . . . . . . . . . . . . . . . . 678 611

$54,023 $53,180



The company has a shareholder rights pla n under which one
right to buy one-half share of the company's common stock
was distributed for eac h share of common stock held . The
rights may become exercisable under certain c ircumstances
involving actual or potential acquisitions of 20% or more of
the company's common stock by a person or affiliated pe r-
sons who acquire such stock without complying w i th the
requirements of the compa ny's articles of incorporation . The
rights would entitle shareho lders, other than such person or
affil iated persons, to purchase common stock of t he company
or of certain acquiring persons at 50% of then current market
value. The rights will expire in 1997 unless earlier redeemed .

The company has another sha reholder rights plan under
which one right to buy preferred stock of the company was
distributed for each share of common stock held . The divi-
dend and redemption value of the preferred stock would be
determined in rela t ion to after-tax amounts which have been
or may be recovered by the company from Exxon Corpora-
tion or its affi liates as a result of certain patent claims. The
rights may become exercisable under certain circumstances
involving actual or potential acquisi tions of 20% or more o f
the company's common stock by a person or affiliated per-
sons. The rights would entitle shareholders, other than such
person or affiliated persons, to purchase s hares of preferred
s tock at a purchase price o f $ 1 plus 25 righ ts per share . The
rights will expire in November 1991 un less ear lier redeemed .

Non-current Liabili tie s : 1990 1989

Employee benefits . . . . . . . . . . . . . . . . . . . . . $22,638 $ 18 ,517
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 7,025 10,803

$39,663 $ 29, 320

Notes con ti nued

Note 5 - Other Balance Sheet Information

Receivables :
1990 1989

Customers . . . . . . . . . . . . . . . . . . . . . .
. .

. . $228,358 $168,978
Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,144 8,912
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 ,627 14,074

$258, 129 3191 ,964

Rece ivab l es a re net of a llowance fo r doubtful accounts of $3.2
mil lion in 1990 and $1.7 million in 1989 .

Included in other current assets at December 31, 1990, is an
estimated Federal income tax refund of $13 .2 million pertain-
ing to the years 1979 through 1988 and accrued interest
thereon of $8.0 million . The refund amount relates princi-
pally to the utilization of excess foreign tax credits .

Property and Equipment : 1990 1989

Land and improvements . . . . . . . . . . . . . . . $ 70 ,799 $ 66 ,459
Build i ngs and improvements . . . . . . . . . . . 158 ,451 140 ,644
Mach inery and equ ipment . . . . . . . . . . . . . 604 ,929 565 , 830
Construction in progress . . . . . . . . . . . . . . . 52 ,817 37, 773

$886,996 $810,706

Deprec i a tion expense %vas $54 . 0 million in 1990 , $48 .7 million
in 19 89 and $46 .6 milli on i n 1988 .

Intangib le and Other Assets : 1990 1989

Plant science te chnology . . . . . . . . . . . . . . . . $11,772 $ 1 4,033
Goodwill and other i ntangibles . . . . . . . . . . . 1 7 , 505 18,089
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . 9 , 260 16,437

$38,537 3 48,559

Accumulated amortization of in tangible and othe r assets was
$24.1 mi llion and $19.1 million at Decembe r 31 , 1990 and 1989 .

Accounts Payable : 1990 1985

Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $125,341 $92,905
Affi liates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,416 5,508

$133,757 $98,413

Income Taxes and Other Curren t
Liabilities : 1990 1989

Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . S 36 , 072 $26,946
Employee compensation . . . . . . . . . . . . . . . . 35,071 22,236
'Faxes other than in come . . . . . . . . . . . . . . . . 1 0,279 8,259
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,620 17,052

$102,042 $74,493

Note 6 - Shareholders' Equity

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

Authorized common stock of the company at December 31,
1990 and 1989 was 120,000,000 shares wi thout par value .
Outstand ing common shares shown on the balance sheet are
after deducting treasury shares of 8,399,573 and 6,089,839 at
December 31, 1990 and 1989 .



The company adopted Statement of Financial Accounting
Standards SFAS) No . 96, "Accounting for Income Taxes," in
1!x88, which requires use of the liability method for recording
income taxes rather than the deferred method as prescribed
by previous accounting standards. As a result of adopting SIRS
No. 96, the company reduced its net deferred tax liabilities at
January 1, 1988, by $8.8 million, and recorded that amount in
the consolidated statement of income as the cumulative effect
of the accounting change .

U.S. income taxes or foreign withholding taxes are not pro-
vided on undistributed earnings of foreign subsidiaries which
are considered to be indefinitely reinvested in the operations
of such subsidiaries. The amount of such earnings was
approximately $179 million at December 31,1990 . Determina-
tion of the net amount of unrecognized U .S. income taxes
with respect to these earnings is not practicable. If such
earnings were to be repatriated, foreign withholding taxes of
approximately $22 million would be incurred . A portion or all
of such withholding taxes may be offset by credits in the
United States.

Note 7 - Genentech Gain, Patent Litigation Settlement
and Other I tems

On September 7,1990, a merger between Genentech, Inc. and
Roche Holdings, Inc . was completed . As a result of this trans-
action, the company's 5 .8 million common shares of Genen-
tech and its warrant to purchase an additional 180,000 com-
mon shares were exchanged for $105 .8 million in cash and 3 .0
million shares of newly issued Genentech redeemable com-
mon stock. The company realized a gain of $101.9 million on
this transaction . After taxes, and related expenses of $5 .1
million, the Genentech gain contributed $62 .9 million or $1 .79
per share to net income. At the option of Genentech, the
newly issued common stock may be redeemed in whole, but
not in part, at various redemption prices per share that range
from $39 .00 at January 1, 1991, and increase to $60 .00 through
June 30. 1995 .

The special c harge in 199 of $9 .7 million relates to the write-
off of receivables due from a former affiliate of Agrigenetics in
Italy and for inventories which were ded icated to the market
which this affiliate served. The write-off was necessary
because the former affiliate did not meet its financial obliga-
tions to the company.

The patent litigation settlement in 1988 consisted of $80 mil-
lion in cash and $6 million in trade credits and is presented net
of directly related expenses.

The special charges recorded in 1988 inc lude $17.1 million for
discontinuance of certain agricultural biotechno logy research
programs and the write-down of an investment, and $14 .1
m i llion for write-down of several investments in the venture
deve lopment area .

Other income-net consis ts of the following :

1990 1989 1988

Equity earning s of
non -consolidated companies . . $ 3 ,431 $ 1 , 804 3 5 ,024

Gain on sale of investments . . . . 5 , 935 10,242
Write-down of investment . . . . . (5 , 000)
Gain on investee stock

issuance . . . . . . . . . . . . . . . . . . 1 , 000
Other-net . . . . . . . . . . . . . . . . . 5,807 5, 590 2,021

$10 ,238 $ 8 , 329 $17 ,287

Note 8 - Income Taxes

Income before income taxes consists o f the following :

1990 1989 1988
United St ates . . . . . . . . . . . . . $171,278 $ 48,469 $ 88 , 109
Foreign . . . . . . . . . . . . . . . . . 99,934 89,277 97,641
Total . . . . . . . . . . . . . . . . . . . . $271,212 $137,746 $185,750

The provision for income taxes consists of the following :
1990 1989 1988

Current :
United States . . . . . . . . . . . . . . . . $42,281 $ 4 ,428 $26, 384
Foreign . . . . . . . . . . . . . . . . . . . . 41 ,929 38,709 41, 652

84,210 43, 137 68,036

Deferred :
United States . . . . . . . . . . . . . . . . (4 ,924 293 113,641)
Fore ign . . . . . . . . . . . . . . . . . . . . 1 ,880 336 149

( 3 ,044 629 113 ,492)
lbtal . . . . . . . . . . . . . . . . . . . . . . . $81 , 166 $43,766 554 , 544

Foreign taxes include withholding taxes. The United States tax
provision includes the U .S. tax on foreign income distributed
to the company. The differences between the p rovision for
income taxes at the s tatutory rate of 34% and the tax shown in
the consolidated statemen ts of income are summarized as
follows :

1990 1989 1988

Tax at statutory rate . . . . . . . . . . $92 , 212 $46,834 $63,155
Settlement of U . S. and

foreign tax audits . . . . . . . . . . (6 , 000
Foreign sales corporation

earnings . . . . . . . . . . . . . . . . . . (2 ,837 (3, 188) (2,380)
Other , net . . . . . . . . . . . . . . . . . . . (2 ,209 120 (6,231)
`lax shown in the statement of

income . . . . . . . . . . . . . . . . . . . $81,166 $43,766 $54,544

The components of deferred income tax expense are as
follows :

1990 1989 1988
Depreciation . . . . . . . . . . . . . . . . $ (543 $(1,657) $ 1 , 358
Employee compensation . . . . . . . ( 1,564 543 (166)
Partner ship expense all oc ati ons . (1 , 165 (465) 687
Equity o f fore i g n inves tee s . . . . . (2,51 5) (1,127) (778)
Asset wr i te-downs . . . . . . . . . . . . 2,683 3,0 19 110,741)
Other . . . . . . . . . . . . . . . . . . . . . . 60 3 16 (3,852)

3(3,0 4 41 $ 629 $(13,492)



Note 9 - Supplemental Cash Flow Information

The company generally invests its excess cash in short-term
investments with various banks and financial institutions.
Short-term investments are cash equivalents as they are part
of the cash management activities of the company and are
comprised primarily of investments having original maturi-
ties of less than three months.

The following is a reconciliation of net income to net cash
provided by (used for) operating activities :

1990 1989 1988

Net income . . . . . . . . . . . . . . $190,046 $ 93,980 $139,957
Depreciation and

amortization . . . . . . . . . . . 59,529 54,065 50,680
Deferred income taxes . . . . . 3,749 1,128 (13,478
Write-down of assets . . . . . . 14,734 5,000 18,317
Gain on sale of Genentech . . (101,921
Distributed undistributed)

earnings of non-
consolidated companies . . (4,178) 650 (4,146'

Change in current assets and
liabilities:
Receivables . . . . . . . . . . . . 1 57,034 1 (6,932) (15,698'
Inventories . . . . . . . . . . . . (32,244 i8,486 1 (20,395',
Accounts payable and

accrued expenses . . . . . 39,716 (8,463 1 55,536
Other current assets . . . . . X2,146' (1,762 75

Increase in non-current
liabilities . . . . . . . . . . . . . . 4,126 3,317 4,681

Accounting change - taxes .. (8,751
Other items-net . . . . . . . . . (58) 17,592) 5,004

Net cash provided by
operating activities . . $114,319 $124,905 $211,782

In 1990, net cash provided by operating activities is after
deducting $31 .2 million of income taxes paid resulting from
the gain on sale of Genentech, the proceeds from which are
included in investing activities .

Note 10 - Postretirement Benefits

The company has retirement plans, including non-
contributory defined benefit pension plans and a profit shar-
ing plan, covering most full-time employees in the United
States and non-U .S. subsidiaries . Pension benefits are based
on years of service and the employee's compensation . The
company's funding policy in the United States is to contribute
amounts to satisfy the Internal Revenue Service funding
standards and elsewhere to fund amounts in accordance with
local regulations. Several defined benefit plans are unfunded .
Plan assets are invested principally in listed equity securities
and fixed income instruments including insurance contracts.

Expense for all retirement plans was $12 .7 million in 1990,
$8.9 million in 1989 and $7.8 million in 1988, including profit
sharing contributions in the U .S. of $6.6 million in 1990, $3.6
million in 1989 and $4 .9 million in 1988 .

Fa i r va lue of plan
asse ts . . . . . . . . . . . . $132,233 $ 3,236 $136,381 $ 2,775

Projec ted benefit
obl i gation . . . . . . . . ( 114, 437 (21,183 ) (93,455 ( 17, 136

Plan asse ts i n excess o f
(l ess thank projected
benefi t o bl iga ti on . . 17,796 (1 7,447 42,926 ( 14 ,36 1

Unrecognized net
transition obl igation
(asset) . . . . . . . . . . . . 124,0741 3,366 J24,794~ 3,385

Unrecognized net
(8ainj loss . . . . . . . . . 5,044 3,468 121,179) 1,3 89

Unrecogn i zed prio r
service cos t . . . . . . . 3,889 1 ,745 2,802 1,347

Minimum liability
adjustment . . . . . . . /2,235 X439 '

Accrued pensi on asse t
+liab ili tyl . . . . . . . . . $ 2,655 $(11,6031 $ (245) $ (8,679 )

Ac tua rial presen t
value of
accumulated benefi t
obligatio n . . . . . . . . 3 83,896 $ 13,4 10 $ 66,949 $ 10 ,268

Vested benefits . . . . . . S 80,4 1 7 b 10, 86 1 $ 63,909 5 8,929

Notes continued

Net periodic pension cost of the U .S. and significant interna-
tional defined benefit plans consists of:

1990 1989 1988

Service cost - benefits earned
during period . . . . . . . . . . . . . $ 6,540 $ 6,007 $4,671

Interest cost on projected
benefi t obl i gation . . . . . . . . . . 9 ,578 8,402 6,355

Actual return on p lan assets . . . 6,816 119,554) (13,0291
Net amortization and deferra l . . ( 1 8, 8 16 8,235 3,660

Net periodic pension cost . . . . . $ 4,118 S 3,090 E 1,657

The weighted average assumptions used at December 31
were :

1990 1989 1988
Assumed discount rate . . . . . . 8.0% 8.0% 8 .3%
Assumed rate of
compensatio n inc re a se . . . . 5.8% 5.7% 6.0%

Expected rate of return on
plan assets . . . . . . . . . . . . . . 8.2% 8.2% 8.3%

The funded status of such defined benefit pension plans and
the amounts recognized i n the consolidated balance sheets at
December 31 are as fo llows :

1990 1989

Assets Accum . Asse ts Accum .
Exceed Bene fits Exceed Benefits
Accum . Exceed Accum . Exceed
Benefits Assets Benefits Asse t s



Note 13 - Operations in Geographic Areas

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

1990 1989

$ 63 1 , 492 $ 5 89, 013
470,9 10 373,229
171 , 17 1 14 3,096
179 . 128 122,572

1 , 452,701 1 , 227 ,910

240 ,087 207,816
8,522 8 , 854

10,193 5, 147

Inte r company
transfers :
Un i ted States . . . . . .
Europe . . . . . . . . . . .
Other . . . . . . . . . . . .

163 , 042
10 , 691
2 ,929

258,802 22 1 ,8 1 7 176,662
Gross revenues . . . . . . 1,711,503 1,449,727 1,302,393
Less : Intercompany

transfe rs . . . . . . . . . . (258,802) (22 1 ,8 17) (176,662)
Consolidated

revenues . . . . . . . . . . $1,452,701 $1,227,910 $1,125,731

$ 99 ,245 S 65,463 S 55,558
70,544 53,225 50,072
1 1 ,069 12,937 18,1 1 6
8,837 13,358 13,465
(1,280) 111,004) (1,970)

188,415 133,979 135,241

General corporate
expenses . . . . . . . . . .

Gain on sale of
Genentech . . . . . . . .

Patent litigation
settlement . . . . . . . .

Special charges . . . . . .
Other income - net . .
Interest - net . . . . . . .

(24,105) ~ 15,777)

101,921

(9,734 1
10,238 8,329
4,477 11,215

8 1 , 180
(3 1 ,154 )
17,287
2,595

Income before income
tax and accounting
change . . . . . . . . . . . $ 271 , 212 $ 137, 746 $ 185 ,750

Id entif i abl e assets :
United St a tes . . . . . . $ 659, 814 $ 559, 1 50 $ 521 ,877
Europe . . . . . . . . . . . 282,589 202 , 405 189 , 632
Far E a st . . . . . . . . . . 123, 930 112,310 97,958
Othe r . . . . . . . . . . . . 80 , 992 72,326 52,911
Elim i nat ion s . . . . . . 11 54 , 106) ( 126, 120) (80,432 )

993, 219 820,071 781,946
Corporate asse t s . . . 1 21 ,377 140, 1 13 188 ,725

Tota l assets . . . . . . . . . . $1,114,596 $ 960, 184 $ 970,67 1

Notes:
A . Inter company transfers are made at prices comparable to normal

unaffiliated cu s tomer sales for similar products.
B . Affil ia ted co mpanies are not allocated to geographic segments .
C . Corp o rate a ssets consist of short - term i nvestments and investments in

affili ated companies

The company periodically en ters into fo rward exchange con-
tracts to manage currency exposure . At December 31, 1990,
the company had short-term forward contracts to sell an
aggregate of 191 .5 million French francs at various dates dur-
ing 1991 for $36 .8 million . These contracts are recorded at
market value and the gains or losses are recognized imme-
diately and offset the exchange adjustment related to the
exposed currency position .

The company provides certain postretirement benefits other
than pensions, primarily health care, for retired employees .
Substantially all of the company's full-time, U .S., Specialty
Chemicals segment employees become eligible for these ben-
efits after five years of service and attainment of age 55 at
retirement. At December 31, 1990, there are approximately
3400 participants, of which 650 are retirees or their benefici-
aries. Participants receiving postretirement health care bene-
fits contribute approximately 25% of the cost of such benefits .
These postretirement health care benefits are not funded and
are expensed as benefits are paid. The expense for these
benefits to retired participants and their beneficiaries was $1 .4
million in 1990 and $1 .1 million in both 1989 and 1988 . Gener-
ally, the company's non-U .S, employees are covered by gov-
ernment sponsored plans.

In December 1990, the Financial Accounting Standards Board
issued SFAS No. 106, 'Employers' Accounting for Postretire-
ment Benefits Other Than Pensions ." This statement will
require accrual of postretirement benefits (such as health care
benefits) over the years the employee provides services and
becomes eligible to receive the benefits upon retirement . The
impact of this new standard has not been fully determined,
but the change will likely result in greater expense being
recognized for provision of these benefits. The company has
yet to determine if it will adopt this statement prior to the
required effective date of 1993 in the U .S, and 1995 elsewhere .

Note 11 - Leases

The company has commitments under operating leases pri-
marily for office space, terminal facilities, land and various
office equipment. Rental expense was $15.2 million in 1990 ;
$12 .8 million in 1989 ; and $8.7 million in 1988 . Future mini-
mum rental commitments under operating leases having ini-
tial or remaining non-cancelable lease terms exceeding one
year are $ ll .O million in 1991 ; $7.5 million in 1992 ; $6 .0 million
in 1993 ; $4.4 million in 1994 ; $4.1 million in 1995; and $29.3
million thereafter.

Note 12 - Forward Exchange Contracts

Revenues from
customers :
United States . . . . . .
Europe . . . . . . . . . . .
Far East . . . . . . . . . .
Other . . . . . . . . . . . .

1988

$ 527,208
345,611
130,137
122,775

1,125,731

Operating profit :
United States . . . . . .
Europe . . . . . . . . . . .
Far East . . . . . . . . . .
Other . . . . . . . . . . . .
Eliminations . . . . . .

(19,399



Notes continued

The company's Specialty Chemicals segment has a concen t r a-
tion of sales and receivab les in the oil an d chemical industries.
The ten largest cust omers in the Specialty Chemicals seg-
ment, most of which are international oil companies and a
number of wh ich are groups of affi l iated en t i t ies, accounted
for approximately 46% of conso lida ted sales in 1990, 45% in
1989, and 43% in 1988 . Although the largest single group
accounted fo r ll g6 of sales in 1990, t his group is made up of a
number of separate ent ities that the company believes make
independent purchasing decisions w i t h respect to Special ty
Chemicals. No other single group or customer accounted for
10% or more of sales in either 1989 or 1988 .

The 1975 Plan opt ions expire through November 1994 , w ith
an average option price of $22 .33 . The 1981 Plan options
expire November 1991 to November 1994, with an average
option price of $22 .91 . The 1985 P lan options expire June 1995
to February 2000, wi th an average option price of $34.35 . The
Agrigenetics options expire December 1991 to July 1994 , w i th
an average option price of $35 .01.

Note 13 con tinued

Export sales from the United States to c ustomers, primarily in
Latin Ameri ca and Asia , were $125 mi llion in 1990 and 1989
and Sll0 million in 1988 .

Net assets of non-U . S. subsidiaries at December 31 , 1990 and
1989 were $331 million and $311 million , respectively. Net
income of these subsidiaries was $57 million in 1990, $52
million in 1989 and $55 million in 1988 ; and dividends
received from the subsidiaries were $79 million, $66 million
and $53 million , respectively.

Note 14 - Business Segment Information

A description of the company's segments and a summary of
operating results and identifiable assets by segment are con-
tained on pages 21 and 22 . Following is additional ind ust ry
segmen t information :

Capital Depreciation
Expenditures & Amor tizatio n

1990
Specialty Chemicals . . . . . . . . . . . . . $70,543 $50,767
Agribusiness . . . . . . . . . . . . . . . . . . . 6 ,864 8,762

$77,407 $59,529

1989
Spec ia l ty Chemi cals . . . . . . . . . . . . . $60,394 $46 ,084
Agribusiness . . . . . . . . . . . . . . . . . . . 4,327 7,981

$64,721 $54,065

1988
Specialty Chemicals . . . . . . . . . . . . . $52,000 $43,147
Agribusiness . . . . . . . . . . . . . . . . . . . 2 ,611 7, 533

$54,611 $50,680

Note 15 - Employee Stock Options

The 1985 Employee Stock Option Plan provides for the grant-
ing of eit her options intended to qualify as "incentive stock
opt io ns" under the Internal Revenue Code or 'non-statutory
stock options" not i ntended to quali fy, up to an aggregate of
1,500,000 s hares. Options are granted fo r terms of up to ten
years. Depending on date of issue, options become exercisable
in increments of 25% or 50% after one year from date o fgran t
and in 25% annual increments thereafter. The 1981 Incen tive
Stock Option Plan was superseded by the 1985 Plan , and the
1975 Employee Stock Opt ion Plan expired in January 1985,
al tho ugh ou tstanding options under both plans are st ill exe r-
cisable. The option price under a ll plans is the fair mar ket
value of the shares on date of grant . All p lans permit o r
permitted the granting of stock appreciation rights in connec-
tion with options . When Agrigenetics was acquired, options
outst anding under a s tock option plan of that company
became fully vested and were converted t o op tions to pur-
chase Lubrizo l shares, based on the fai r market value of
Lubrizol shares.

Information regarding these option plans is as follows :

Number of Shares
1990 1989 1988

Outstanding, January 1 . . . 678 ,962 607 , 693 693 , 896
Granted at 533 . 31 to

$4 3.06 pe r share . . . . . . 243 ,350 198,000
Exercise d at $18 .63 to

$39 .74 per share . . . . . . (82 , 873) 1124,8931 (70,1541
Surrendered at $22.13 t o

$43 .06 per s hare . . . . . . (3 , 638) (1,838) ( 16, 049)

Outstanding , December 31 . 83 5,801 678 ,962 607, 693

Exercisable , December 31 . 395,587 296 , 1 39 333, 443

Available for gran t,
December 31 . . . . . . . . . 765 ,452 1 ,005 , 164 1 ,201,326



Cleveland, Ohio
February 13, 1991

Quarterly Financial Data (Unaudited) Three Mon ths Ended

June 30 Sept. 30

$319,537 $351,499
36,095 13,180

Dec . 31

$356,596
12 , 313

$368,909

$108,207
334

$108,541

$ 31 , 526

E .91

$268,088
10 ,539

$278,627

$ 71 ,208
54

$ 71,262

$ 15 ,91 3

$ .43

Net sales :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $299,896
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55 ,642

$102,242
2,390

$104,632

$ 96,308

$2.74

$100,535
14,577

$115 ,112

$ 33 ,077

a.9z

$ 87,254
22 ,878

$ 110 , 132

$ 29 , 135

$ .80Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net sal es :
Specialty Chemica l s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $287 , 348
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55 , 782

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $343 , 130
Gross profit :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83 , 574
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 , 570

1989
$293,932 $267,472

31 ,690 5,535

$325,622 $273 , 007

$ 87,599 $ 78 ,404
12 ,485 916

Total $ 105, 144 $100,094 $ 79,320

$ 30,700 $ 26,0 1 6 S 2 1 ,35 1

$.82 $.70 $.57Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Most of the sa l es of the Agribusi ness segment are made during the fi rst ha lf of the year, and operating losses are incurred in the
third and fourth quarters as a result of incurring operating expenses with low sa les. Agribusiness' cost of sales includes certain
period costs and, therefore, may exceed sales in a quarter which has low volume .

The third quarter of 1990 includes the gain on the sale of Genentech of $1.79 per share and a loss of $ . 14 per share for the c losure of
a manufacturing plant in Spain . The fourth quarter of 1990 includes a special charge for the write-off of receivables and
inventories of $ . 19 pe r share and a benefit from th e settlement of tax audits of $ .17 per share .

Delaitte &
Independent Auditors ' Report Touche
7b the Shareholders and Board of Directors of /0
The Lubrizol Corporation :

We have audi ted the accompanying consolidated balance
sheets of The Lubrizo l Corporation and its subsidiaries as of
December 31, 1990 and 1989 and the related consolidated
statements of income, share holders' equity and cash flows for
each of the three years in the per iod ended December 31, 1990 .
These financial statemen ts are the responsibility of t he Com-
pany's management . Our responsibility is to express an opin-
ion on these financial statemen ts based on our audits

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obt ain reasonable assurance
about whether the financial statements are free of material
misstatement . An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan-

cial statements. An audit also includes assessing t he account-
ing pr inciples used and significant estimates made by man-
agement, as well as evaluating the overall financial stateme n t
presentation . We believe that our audits provide a reasonable
basis for our opinion .

In our opinion, such consolidated financial s tatements present
fairly, in all material respects, the financia l position of The
Lubrizol Corpora tion and its subsidiaries at December 31,
1990 and 1989 and the results of their opera tions and t heir
cash flows for each of the three years in the period ended
December 31, 1990 in conformity with generally accepted
accounting principles.

1990

March 31

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Gross profit :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$355,538

I Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$355,632 $364,679



THE Ll ; BRIZOL CORPORATION

1990 1989 1988

Summary of Operations

$1,227,910 $1,125,731

864 ,576 783, 113

245 , 132 226, 776

1 , 109 , 708 1 , 009 , 889

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,452,701

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,006 ,341

282 ,050

1 ,288 ,391

106 ,902

271 ,212
81 , 1 66

69,908

185,750
54,544
8,751

$ 139,957

19,544

137,746
43 ,766

$ 190 ,046 $ 93,980

$5.34 $2.52 $3.62
1 .46 1.38 1.30

35 ,560 37,333 38,695

$ 543 , 166
180,908

362,258
316 ,493
100,525

779 ,276866 ,245

54 ,023 53,180
39 ,663 29,320
36 ,348 33,5 12

$ 736 ,211 S 663,264

Other Data
Return on average shazeholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Tbtalassets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
At End of Year
Number of employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Number of shareholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common Shares outstanding ( in thousands . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shareholders' equity per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

22%
$ 970,671

71 ,891
46,598

14%
$ 960 , 184

82 , 720
48,682

5,030 4,781
7,370 7,782

37 ,008 38,010
$ 17 .92 $ 17 .48

5 , 169
6 ,692

34,698
S 21 .22

Historical Summary
(!n Thousands of Dollars Except Per Share Data)

Sell i ng, test ing, administrative & researc h expenses . . . . . . . . . . . . . . . . . . . . . . . . .

'Ibtal cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other income (charges) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Change in accounting for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

For the Year :
Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dividends declared per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Average Common Shares outstanding (in thousands) . . . . . . . . . . . . . . . . . . . . . .

Consolidated Statement of Financial Position
Current asse t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Current liab i lities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Property - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

'Ibtal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less :

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Non -current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net assets - Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

S 668 ,810
248 ,351

420 ,459
353 ,551
92 ,235

27%
$1,114,596

92,231
53,960

S 573 , 002
184,888

388 , 114
298,670
98 , 999

785,783

55,339
26,851
39,285

$ 664,308
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Chairman of the Board and
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J . 1 . RUE
Secretary

The Common Shares of The Lubrizol
Corporation are listed on the New
York Stock Exchange under the
symbol LZ . The number o f shar e-
holde rs of reco rd of Common Shares
was 6,809 as of February S, 1991 .

KARL E . WARE
Chairman and Chi ef Executive
Officer o f Ware Ind us tri es, Inc ., a
company which designs, manufac-
tures and marke t s a broad r ange o f
speci alty wire form s and s tee l
components

Transfer Agent , Registrar,
and Dividend Disbursing
Agent

National City Bank
P.O . Box 92301
Cleveland , Ohio 4.4193-0900
(216 ) 575 -2529

Annual Meeting

The Annual Meeting of Shareholders
will be held at the Clarion Hotel &
Conference Center, Eastlake , Ohio, on
Monday, April 22 , 1991.

Form 10- K

The Form 10-K Annual Report to the
Securities and Exchange Commission
will be available April 1 . A copy may
be obtained without charge upon
written request to the Secretary of the
Corporation .
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L. E. COLEMAN
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Executive Officer

W. G . BARES
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Officer

EDWARD F. BELL
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business customers in Ohio . The
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Executive Officer of International
Mul tifoods Corpor ation ,
a diversified food company.
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Officer of The LTV Corporation
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Steel Company. The LTV
Corporation is a diversified
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Professor of Business
Administration, Darden School,
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Vice Chairman of the Board of
Corning, Inc ., a diversified glass
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The To l edo Edison Company.
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Company, a raw materia l s and
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SPEC IALTY CHEMI CALS
LUBRIZOL PETROLEUM CHEM ICALS COMPANY
LUBRIZOL BUSINESS DEVELOPMENT COMPANY

Principal Subsidiaries
and Branches
Lubrizol A .G. Switzerland)
Lubrizol Australia
Lubrizol do Brasil Aditivos, Ltda .
Lubrizol Canada Limited
Lubrizol de Chile Limitada
Lubrizol Eastern Pacific Limited

Hong Kongl
Lubrizol Enterprises, Inc .
Lubrizol Espanola, S.A .
Lubrizol France, S.A .
Lubrizol Gesellschaft m .b .H .

'Austria)
Lubrizol G .m .b.H . (Germanyl
Lubrizol Great Britain Limited
Lubrizol International, Inc .
Lubrizol Italians S.p .A .
Lubrizol Japan Ltd .
Lubrizol Limited (England)
Lubrizol de Mexico S. de R .L .
Lubrizol S.A. (Belgium)
Lubrizol Scandinavia AB
Lubrizol Servicios Tecnicos

S . de R .L . (Mexico)
Lubrizol South Africa

(Proprietary) Limited
Lubrizol Southeast Asia

(Pte .) Ltd . jSingaporej
Lubrizol de Venezuela C .A .
Gate City Equipment

Company, Inc .
Resource Development, Inc .

Laboratories
Agrigenetics Laboratories

Biotechnology Research
Madison, Wisconsin

Laborato ries
Chemical Research

Wickliffe, Ohio
Mechanical Testing
Atsugi, Japan
Hazelwood, Eng land
Wickliffe, Ohio

E~ cveRIzoL
29400 Lakeland Botilevard

Wickliffe, Ohio 44092
(216 943-4200

Affiliates
Lubri zol India Limited
Indu strias Lubrizol S . A .

de C .V. ( .N4e xico)
Lubrizol Transarahian Company

Lim ited Saudi Arabia)
C . A . Lubri cantes Quimicos

L ,Q.( Venezuela )
SOLUB Product Appli cation

Laboratory ~Rya 7an , USSR)

Manufacturing Plants
Painesville, Ohio
Bayport, Texas
Deer Park, Texas
Atlanta, Georgia
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
Valencia . Venezuela

AG RI BUSI NESS
AGRIGENETICS COMPANY

Seed Divis ion s
Agr iGene Seed Resea rch
Des Mo i nes, Iowa

Go lden Ac res Seed Com pany
Croto n, O hio

GroAgri Seed Company
Lubbock, Texas

Jacques Seed Company
Presco tt , Wiscons i n

McCurdy Seed Company
Fremont, Iowa

SIGCO Research
Breckenr i dge, Minnesot a

Taylor- Evans Seed Company
Tul i a, Texas

R .C . Young and Company
Lubbock, Texas

Spec ialty Vege table
Oil Division
SVO En terprises

Eastlake, Ohio

Affiliates
Dectesca S.A .

jUenezuelal
Eurograin Semences, S .A .

France)
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