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The Lubrizo l Corporation is a full
service supplier of specialty chemicals to
cus t omers worldwide. The com pany
appl i es chemica l , mechan i cal and biologi-
cal tec hnolog ies to c reate high perfo r-
mance products used in diverse markets .

F ounded in 1928 in C leveland, Ohio,

the co mpany now operates pla n ts, l a b -

oratories and offices staffed by more

than 5,000 employees around the glo b e .
Bus i ness o pe rations are technology-

based, marke t-oriented an d are

comprised of two principal business
segments-Specialty Chemica l s
and Agri busin ess .

The Speci alty Chem i cals se gment
serves worldwi de transportation an d

indus tri al market s through i ts Lubri zol

Petroleum Chem icals Company and
Lubr izol Perfo rmance Products Company.

Petrol eum Chem i cals i s the recogni ze d

leader in ad di ti ve systems for oils used in

gasoline and diese l engines, automatic
t ransmi s s i o n fluids, gea r oi ls, marin e and
tractor l ubr ic ant s . Pe rfo rmance Produc ts
deve l o p s and mark e ts sp eci al ty produc ts
for industri al flui d s, fuel addi tives and
specialty chemic al s. In addi tio n , th is un it

supports commercial d evelo pmen t to
evolving strategic business uni ts w i thin
the Corporation .

The Agribusiness segment , th rough

Agrigenet i cs Company, carries out

resea r ch and development, p roduct i on
and marketi ng o f special ty ve ge ta bl e
o ils and premium crop seeds ma rketed

to the food, ag r icultu ral and chemical
industries .
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The Lubrizol Corporation has been conducting global

business for nearly 60 years . The company provides product

development, testing, manufacturing, marketing and

customer services throughout North America, Europe,

Asia-Pacific, Latin America and the Middle East .

Lubrizol's specialty chemical products provide essential

performance needed in transportation and industrial

markets around the world. They enable engines to operate

longer with less maintenance and with better fuel efficiency

while performing over a wide range of temperatures and cli-

mates . Lubrizol's products are used in a variety of gear and

transmission systems to provide smooth, quiet and efficient

performance . The company's product development efforts

worldwide support environmental initiatives aimed at

conserving energy, controlling emissions and designing

environmentally compatible fluids and lubricants .

The narrative section of this report discusses Lubrizol's

global focus, describing the company's operations by major

geographic areas . We invite your attention to this section,

beginning on page 4 .
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1 s t quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . S .38 $ .36

2nd quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . .38 . 36

3rd quarte r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 8 . 3 6

4th quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 .38

Tot a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1 . 54 $1 .46

O

(In Thousands of Dollars Except fir Share Da1 a) 1991 1990

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,476,306 $1,452,701

N e t income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123,659 190 ,046*

Net income per share . . . . . . . . . . . . . . . . . . . . . . 3.57 ;) . 34*

Dividends per share . . . . . . . . . . . . . . . . . . . . . . . 1 .54 1 .46

Capi tal inv estment s . . . . . . . . . . . . . . . . . . . . . . . 83,541 9 2 , 231

R esea r c h a nd d evelopme nt expense s . . . . . . . . . . . . 79,964 74,424

Sha re holders' equit y . . . . . . . . . . . . . . . . . . . . . . 794,466 736,211

Return on average s hareholders' e quit y . . . . . . . . . . 16 % 27%*

*In c lud e s $62 . 9 million or $ 1 . 79 per share from sale of Genent e ch stock .

Common Share Price History
1 991 1990

High Low High Low

1 s t q ua rte r . . . . . . . . . . . . . . . . $577/s X44 '/-0 $383ra $33

2nd q uarter . . . . . . . . . . . . . . . . 59 '/i 44 41 3/g 3 5',J:y

3 rd qu a rter . . . . . . . . . . . . . . . . 471/1 44'h 43 '/1 3 .

4th q uart e r . . . . . . . . . . . . . . . . 5G!%, 45Y„ 4 9 39

Dividends per Common Share
1991 1990

Increase
(Decrease)
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(millions)
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I n J une 1991, Lubrizo l and Amoco
Chemical Company announced they had
signed a letter of intent for Lubrizol to
acquire the business of Amoco's world-
wide petroleum additives ope ration . The
proposed acquisit i on is currently under
review by the Federal Trade Commission .
Additionally, due diligence an d defini t ive
agreements must be completed and cor-
porate and other governmental app rovals
must be obtained .

In 1 990, we previously reported t hat
the Federal Court of Canada ruled tha t
Exxon's Canadian affiliate had infringed
on one of Lubrizol's important patents .
The amount of monetary recovery has
not yet been determined, and Exxon's
appeal of the judgment is pending .
Lubrizol is continuing to pursue addi-
tional patent litiga t ion against Exxon in
the United States and other countries .

In the Agribusiness, sales of special-
ty vegetable oils from SVO Enterprises
continued to grow in 1991 . This yea r the
company sold 85 mil lion pounds of spe-
cialty oils, and this vo l ume is expected to
grow to 11 0 mi llion pounds in 1992 . The
company is now test mar keti ng the retail
sa l e of its TR I SUN `high oleic sunflower
oil as a cooking oil in the Northeast Ohio
region . The product is already widely
used in the commercial food processing
industry as a substitute for less stab le
oils in a variety of products .

Lubrizo l has al ways ma i ntain ed a st rong
commitment to resear ch , testing and
product development . This was particu-
larly true in 1991 . Our produ cts are
design ed to improv e the performan ce o f
lubri c ants and o ther fluids used in
numerous kinds of equ ipme nt for trans -
p o rtation and i ndus t ry. Changes in
equipment design and operating condi -

t i ons are ac c elerating , and these changes
require n ew and better lubri cants and
fluids . In response t o these market
forces , th e c ompany is committing
g rea t e r resource s to t h e deve l opment
and t e sting of new additive produ c t s . At
the same time, as more c ust omers adopt
a Quality Management philosophy and
lo o k to Lubrizol as th e supplier of choice
for th eir additives , our commitment to
application testing has also grown . This
year, gasoline and di e sel engine oil s,
automatic transmission fluids and auto -
motive gear oils were all experi encing
changes in sp e cifi c ation standards or
testi ng procedu res .

We are c onfident that we will b e
able t o provide pr odu c ts t o our c ust omers
as they are required to meet these
changing standards. Our technology cen -
t e rs in th e U nit e d St ate s , Englan d a nd
Japan are being expand ed and upgraded

The past year has been an unusual
one for Lubrizol. War, recession, cus-

tomer inventory reductions, fluctuating

currencies and consolidations in the

additive industry have impacted the

performance and predictability of our

business. Despite these uncertainties,

income from operations in 1991 was

second only to 1990 in your company's

history .

Consolidated revenues for 1991 were
$1 .48 billion, 2 percent higher than 1990
and a record level . Consolidated net
income was $123 .7 million and income
per share was $3 .5 i .For the year, addi-
tive shipments declined 3 percent .
However, product shipments improved
during each successive quarter of 1991
and by the fourth quarter were 6 percent
above the same period last year.

The first half of 1991 was disap-
pointing. Inventory reductions by our cus-
tomers caused Specialty Chemicals ship-
ments to fall 8 percent . Product pricing
was strong early in 1991 due to price
increases implemented in 1990 . but weak
sales and lower material costs caused us
to lower our prices at the end of the first
quarter. At the same time, expenses for
research, testing and product develop-
ment were increasing rapidly . For the
year, these costs increased by 19 percent.

Customer inventory reductions were
completed by the beginning of the second
half of 1991 and shipment levels began to
improve . Product pricing remained under
pressure . The stronger dollar had a nega-
tive effect on revenues and income in the
second half when compared with the
same period in 1990 . This reduced earn-
ings per share by $ .12 in the second half

of 1991. Economic recovery in the second
half was slow, but we were able to
increase market share . For the year,
Specialty Chemicals shipments in North
America were flat and shipments to
international customers were down 5
percent .

Quarterly dividends were increased
during the fourth quarter to $ .4D per
share from x .38 per share, yielding an
annualized rate of $1 .60 per share . This
is the eighth consecutive year in which
dividends were raised . Dividends to
shareholders in 1991 totaled $53 million .

During the year, the company repur-
chased 285.000 of its outstanding shares .

T E C HNO LOGY INVEST MENT

to meet the demand for faster, more
regionally specific product development .
This will enable us to maintain the lead-
ership in our industry, which you expect
from Lubrizol.

Capital spending in 1991 totaled $82
million for manufacturing, research and
development and international technical
support . Capital spending for 1992 is
expected to be $110 million .

OTHER EVENTS IN 1991



Last year, we reviewed for you our gener-
al corporate objectives . Despite a good
year in 1991, we failed to achieve earn-
ings growth of 10 percent, and return on
average shareholders' equity remains
below 20 percent . Also, we did not create
the maximum value for our Agribusiness
investment despite the improvement in
that segment in 1991 .

We remain committed to achieving
these objectives . and our outlook for 1992
is positive . We believe higher shipment
levels, moderating operating expenses
and higher Agribusiness income should
enable us to resume an earnings growth
rate of 10 percent or better . We also
expect to make visible progress in 1992 in
an effort to obtain maximum value from
our Agribusiness investment . Our
Specialty Chemicals market share has
increased, and we are continuing to grow
income from the established business
units of Lubrizol Performance Products
Company . Our balance sheet is strong,
and we are retaining financial resource
capacity for new opportunities .

L . E . Colemon

~..

W. G . Bares

P~ -
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GLOBA L PERSPE CTIV E

You will note that in the remainder of
this Annual Report we are emphasizing
Lubrizol's global markets and capabilities .
In 1991, GI percent of our revenues came
from customers outside of North
America. This has long been a strength of
your company and an important reason
why we lead our industry . During the
1990s, those companies which are able to
operate comfortably and competitively in
global markets will be the ones to excel .
We are already strategically positioned in
Europe . Asia-Pacific, Latin America and
the Middle East with extensive facilities
and dedicated people . Our ability to pro-
%ide superior products and service any-

where in the world will continue to set us
apart and drive our growth .

CORPORATE OBJECTIVES A ND
OUTLOOK

For 1992, we are including addition-
al objectives to become a more customer
driven company and to continually meet
or exceed our customers' expectations .
We also intend to find new methods of
measuring our progress in meeting cus-
tomer, employee, owner and community

expectations .

OFFICERS AND DIRECTORS

At the Annual Meeting of Shareholders
in April, Ronald A. Mitsch was elected a
Director for a three-year term . Dr . Mitsch
is Executive Vice President, Industrial
and Consumer Sector and Corporate
Services of 3M .

In April, J . I . Rue retired as
Secretary after 25 years of service with
the company . Also in April, K. H . Hopping
was elected Vice President and Secretary .

We regret to advise you of the death
of Jean-Pot Arzul on February 23, 1992 .
Mr. Arzul was Vice President of the
Corporation and Former President,
Director General of Lubrizol France and
served in various other capacities in
France and the United States for 28
years. We will miss his commitment,
enthusiasm and friendship .

p

,0

L . E . Coleman
Chairman of the Board

W. G . Bares
P resident

March 1 8 , 1992



•
.

»
•

g ~p~r

l

~~
•y ~L ,

.
•'

. .
a

m
=

~
Ir0

'
~
~

s



. . .



I

.I. y

SPECIALTY CHEM ICA LS

- r

hhhe
7

I ldopr, I I

0" . 11111111



NORTH AMERICA
$570 Million Revenues
17°'~, ,.,. .
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Specialty Chemica ls

3896 /Engine Oi l Additives 11% F uel P roduc t s

17% ~ Driveline Oi l Additi ves 6%. Ind ust rial Products

3 % ∎ Additive Compone nts 5% New Ventures

411. E Visco s i ty M odi fie rs

- ,, t6% 1 Agribusiness
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Genet ic rese a rc h ha s l e d t o imp rove d yie ld s f rom sunflowers, corn and othe r
crop s u sed to p rodu ce spe cialty vegetable o i ls .

1 ~ ~F

Technology-based products for the min i ng Industry range from addit i ve s fo r emuls i on
explosive s to chemical reagents used to extract metals from ore .

5pec i flc ations and test st andard
changes continued to influence the addi-

tive industry in 1991 . The foc us of U . S .
equipment manufacturers on engin e o il
quality is leading toward OEM specif i ed
bench and engine te sts. Lubrizol

Petroleum Ch emicals Company has par-
ticipated with industry groups t o develop
and gain a c ceptance of a syst em for mon-
itoring precision and severity of tests ,
using statisti cally based methods .
Increases in th e number of tests and the

need to r efo rmulate and retest as indus -
try standards of performance incr ease
will r e quire furth e r investment in t ech -

nology . During the next two years , th e oil
spe c ifi c ations for both gasoline and
heavy - duty di e sel eng in e s will be upgrad -
ed to meet higher quality levels and emi s-

sion standards . These changes will likely
affe ct th e c omposition and quantity of
additive treatment levels . At the same
time, Japanese and European engine

bu i ld e rs are taking a more activ e role

in setting performan ce require ments for
engine oils in the United States wh ic h ,
over time , should lead to more univ e r-
sally formulated oils . Higher quality,
valu e- added lubri c ants will result

fr om these c ha nges .
In 1991 , Lubrizol assisted s e veral

customers in the development of
improved , top- tier engine oils using vari-

ous synthetic or partial synthetic fluids
and new viscosity modifier options .
Viscosity modifi ers and pour depressants
allow the oil to function over a wide range
o f t e mperatures and , c ombined with
other additive compon ents and synthetic

, O



omy wh i ch began in late 1990 . H oweve r,
Lubrizol was able to so lidify and increase

its mark e t share for industrial additives
during the period . There was strong

growth in products for metalworking .

This growth resulted from a focu sed

effort initiat ed in 1989 to become a sup-

~1 \\ . .

fit tfit
t

t, A.

is expected to grow .

Moder n i ndustrial automation
requ ires superi or working flu i ds .

fluid s, e nable cust omers t o formulate

very stable products . It is anticipated that

the market will continue to move in the

direction of these premium oils, which

should result in additional growth in

Lubrizol's viscosity modifier segment,

The strategy for the Lubrizol

Performance Products Company has

had two main thrusts-to grow the exist-

ing business and to create new externally

focused business opportunities using
both internal business development and

acquisition . This strategy has included

the objective of increasing business out-
side of North America, which is currently

the largest geographic market for this

business unit .

In the United States . Performance

Products already has the dominant mar-

ket position for additives used in

hydraulic fluids and industrial gear oils .
This leadership was achieved using a dif-

ferentiation strategy that offers a range

of products from base components for
antiwear or rust inhibition to top-tier

synthetic hydraulic oils . Despite this

leadership, actual sales of industrial

additives declined in 1991 due to the

sieneral downturn in the industrial econ-

pli e r of technology for water-based prod-

ucts . Environmentally acce ptable soluble
oils , quen c hing oils and cutting fluids

are a large po rti o n o f th is marke t , and

the company is well positioned with it s

patented ch e mistry to meet the growing
demand. Coupled with the technology

are added resources n eed e d to provid e

the full r egional service required by

this ma rket .

During 1991, the company more
than doubled its capacity to produce fuel

additives at its Bayport, Texas, plant to

meet the growing demand in the United

States . Tightening government regula-

tions and environmental concerns are

the driving force behind this fuel addi-

tives growth . Lubrizol supplies a range

of dispersant and detergent additives
which, when blended into fuel, help

clean and maintain the cleanliness of
carburetors, port fuel injectors, intake

valves and combustion chambers .

New blends of gasoline, ethanol

and methanol represent more challenges

for equipment builders and oil refiners .

Passenger and commercial vehicles will
be introduced having alternative or mul-

tifuel capability. At the same time, oil
refiners are designing optimum gaso-

line formulations which will minimize

pollutants from combustion . The impact
on fuel additive sales from these devel-

opments has yet to be determined : how-

ever, the technical sophistication of
new engines designed to use these

fuels will likely require extreme cleanli-

ness in the fuel systems . As a result .

the demand for Lubrizol's fuel additives
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In the New Ventures area, the cony

pany is pursuing the strategy of becom

ing a total service mining chemicals sup plier
. This product area provides chemi

cats for use in the mining of sulfide orrs

and in emulsion explosives . The 1990

acquisition of RUI in Denver, Colorado,

provided an extensive mining chemicals
laboratory which is increasing Lubrizol s

reputation in this segment . At the sane

time, Gate City Equipment Company
has been successful in developing a nets

Gate-Pak~~) system for mining chemicals .

Efforts to grow in the paints and

coatings chemicals area have centered

in the United States . The staffing of the

segment was completed in 1991, and

IN

Lubrizol performance technology Is tested i n all types of vehicles under severe
service cond i ti ons and over mi ll ions of operati ng mi les .

r

is L

market strategies are being developed for

25 major paint companies. This business

is now growing rapidly from a small ini-

tial base as customers specify Lubrizol's
rheology control agents to allow the

use of higher levels of solids and less
solvents . Lubrizol is also in the process

of exiting the rustproofing and asphalt

additive markets and redeploying staff

and resources to more promising
growth markets .

In other areas, sales of AM W')
monomer have grown as demand has

shifted from the fiber industry to oil field

and mining applications .

A GRI B USINESS

The largest portion of sales for Lubrizol's

Agribusiness segment occurs in North

America . This segment includes the sale
of specialty vegetable oils, crop seeds and

strategic research .

The Canadian petroleum industry has been served by the company's Lucan
facility at Niagara Falls, Ontario for 40 years .

r

~ ~~



g rowing season. Uni t sa les gai ns were

achiev e d in corn , soybeans and sunflow-

e rs . I n an effo rt t o better p osi ti o n the seed

groups s trat egic ally and t o maximize prof-

itability , Ag ri genetics reorgan i z e d its
thr ee Texas division s into a s in g le ce n -

trali zed management group while main-

taining in divi d ual b ra nd ide n ti ti es .

Agrigenetics plant breeding pro-
grams continue t o pro v ide a s e lecti on of

new plantin g seed products for the mar-

keting divisions . Th e s e include h i gher

y ield corn and soybean hybrids . A n ew 80

pe r ce nt high olei c safflower and an 88

percen t "super" hig h ole i c sunflower va ri-

e t y will be added for us e i n spec ialty o i l

p r o duction by S VO .

Thr o u gh its centralized labo ratory in

Madi son , Wisconsin , Agrigenetics contin -

ue s g enetic research aimed at produ c ing

new produ cts using molecular bi ology fo r

th e agr ic ultural, food and chemical indus -

tri es . Proj ec ts being pursued in clud e

nitrate tol e rant soybeans , maize dwarf

mosaic viru s re sist ance, Europ ean corn

bore r r es i s tan ce, ins ec t resistanc e

derived from a gen e from th e bacterium

Bacillus thurrrt g rensis and a DNA marker-

based ge ne mappin g sys t em.

A
4 1

Houston's ship channel i s the worldw i de link for p roducts from Lubrizol's
largest North American fac i l ity at Deer Park , Texas .
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S a l es o f spec ialty vege ta bl e oils

worldw i d e i n creased 38 pe rce nt in 1991
with an average annua l sales growth of 58

percent ov e r th e pas t five ye ars . No rth

American refin ed o il sal e s have in c r eased

18 p e rcent as th e resu lt o f in c reased

nee ds of food processing companies fo r

o ils with nutrit i onal benefits . In a dditi on

to sunf lower based TR[SUN "", th SVO

divisi o n is c urr ently d eve l opin g n ew

source s of hi g h ol e ic oils fr om o ils eed

c r ops such as s afflower and ra peseed . The

Culbertson , Montana , cru s hin g a nd refi n -

in g fac ili ty i s operating at c apac it y a nd is

c urre ntly supplying SVO with n ea rl y ha lf

of its producti o n n eeds .

Environmentally compatibl e lubri-

cants and specialty chemical produ c ts a re

an ar ea of SVO's projec ted future ! rotivfh .

A s unfl ower oi l -based c h a in ba r lu br icant

will b e commercialize d in e arl y 1992 , and

research suggests other possible applica-
tions as alternatives to petroleum-based

products . Finally, in mid-1991, SVO began

limited retail marketing of TRISUN as a

cooking oil in the Northeast Ohio region .
The Agrigenetics crop seed business

performed well in 1991, despite another

year of abnormal weather conditions .
Adequate supplies of high quality corn

and other seeds are available for the 1992
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$494 Mi l l ion Revenues

_- - . 20%

3%

4% .-

Specialty Chemicals

45% / Engine Oil Additives 3 % Fuel Products

20°Ya / Driveline Oil Additives 8% industrial Products

10% Additive Components 3% N ew Ventures

7% Viscosity Modifiers

4% ∎ Agribusiness
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Extreme temperatures and rugged te rra i n encountered i n Alpine dri v ing
test the lim i ts of engine oils and d ri veline lubr ic ants .

Stadtte~ie Innenstadt ~J Innenstadt . Riehl
rvN p p t~ s Euskirchen, Tri e r.h. Duren

a

I •

Susta i ned high speed dr i v i ng on superh ighways . like the Autobahn .
i n c reases stress on veh icle components and lubr i cants .

0

Interest in environmentally compat i-

ble l ubri cants i s pa rt ic ular ly s trong i n

north ern and central Europe and has led
to the formation of a mark e t group within

Petroleum Chemicals t o coordinate devel-

opment proj ec t s for this area . This ro urdi -

na1 ed effort inv o lves th e Performance

Produc ts and Agribusiness units . The
groups will define and develop new prod -
u cts to meet the growing environmental

and h e alth con ce rn s of Wes t e rn Eur ope .

The Lubrizol Performance

Products Company is successfully

expanding beyond North America into
world markets. In 1991, industrial addi-

tive sales in Europe exceeded those in

the United States, and sales of fuel addi-

tives have likewise been increasing .

The Hazelwood technical center has
expanded its ability to provide develop-

ment and testing for Performance

Products, and local formulation expertise

now exists . Yet, the real key to growth in

Europe has been the effort to put more
Lubrizol people in front of customers .
Sales staff has been or will be increased

in Spain, France, Germany and England

for industrial and fuel products . A strong,
effective European commercial organiza-

tion is now in place .

Environmental concerns about

industrial metalworking fluids are as

strong in Europe as in the United States .
This has given Lubrizol the opportunity to

. . . .

Niehler Strafe
2000 m

Rheinuferstrafle
10 00 m

I



expa nd i ts wa te r- based add it ive bu si ness
in that region . A dedicated un i t to pr oduce

these additives was brought on -s tream at

the company's Brombor ough , E ng l and,

plant in 1991 specifi c ally t o s erve this

European metalw orking market .

The move from leaded to unleaded

gasolin e in Europe is affec tin g t h e compo -

sition and use of gasoline and di e s e l fu els .

Problems with injector f ouling and intake

valve deposits are in c reasing th e demand

for Lubrizol's dispersant and det e r ge nt

chemistry.

Performanc e Produ c t s also i s evaluat-

ing opportunities t o expand mining chemi -

Agri ge n etics i s currently produ c in g sun-

flower oil in Fr a n ce, Italy and C zechoslovakia

and is pursuing pr oduction opportuniti es in

the Ukraine . Its mark e ting group is actively
shifti ng sale s efforts from crude oils to high -

er valu e-adde d refin ed and spec ialty o i l s .

In 1 9 91 , Agrigene ti cs acquired the

r emaining 4 9 per ce nt of Euro g rain , its joint

venture partn e r in France . To mark et prod -

uc t s in It a ly, Agrigenetics formed a n ew sub -

s i d i a ry, Agrigenetics SRL .

European research and development , testing and marketing are ba sed
at this Lubrizol faci lity in Ho:elwood . England .

Farm tractor fluids worldwide Products from Lubr izol 's facilities i n Fran ce serve customers throughout the
use Lubrizol additives. EC, Eastern Europe and the fo rmer Sov i et Union .

cal sales into other regions, including
Eastern Europe and the former Soviet Union .

A G R I BUS I NES S
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Specialty Chemicals

54% / E ng ine Oil Additives 2% Fuel Products

20% / Driveline Oi l Additives 6% Industrial P rod uc t s

11% Addit iveCompone nt s 1% New Vent ur es

3% 0 Viscosi ty M odi fiers

3% / Agribusiness

3% 1%



. ~ .

Throughout Latin Americ a , L u b rizol supp li es additives that Improve performance
of ga so lin e , die se l and alcohol fu e led vehicle s.
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Lubrizol operates a mo dern blending operation
near Sydney to serve Australian markets .

Venezuela is growing in importance,
and Lubrizol is successfully improving its

share of the market . Economic uncertain-

ty in Brazil continues to complicate busi-

ness in the region, but Lubrizol remains
committed to prospects for future growth

in this important area .

The company's joint venture opera-

tion in Saudi Arabia is profitable and con-

tinues to grow . It performed well during

the Persian Gulf crisis . In the Middle

East, the same requirements and envi-
ronmental needs found elsewhere also

apply to growing markets for transporla-

tion and industrial products .

Lubrizol has participated in ajoint

venture in India for 25 years and is in the
process of adding several new petroleum

chemical production units at its facility .

As part of a general energy conservation

effort, India has been upgrading stand-

ards for lubricants, favorably impacting
the quality and quantity of lubricant

additive sales .

Staffing for marketing and customer

service is the first priority for the

Lubrizol Performance Products

Company in these regions of the world.
The manufacturing and technical support

resources which already exist for

Petroleum Chemicals provide the base for

expansion into other industrial and fuel
additive markets . Performance Products

has or will add local staffing in Japan,
Singapore, Korea, Australia, Mexico,

Brazil, Argentina and Chile . A portion of

oil :

Combusti bles

~---:



AGRIBUSINESS

SVO manages production in Argentina

of TRISUN planting seed and TRISUN

oil for export to Europe and the Far East .

Expanded production of this oil in the

Far East and South America is expected .

SVO has increased its sales of

TRISUN to food processors in Japan

and Korea. Sales of crop seeds have

also been expanded through licensing

and distributor sales in South America
and the Far East .
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From Its modern production facility adjacent to Singapore Harbor , Lubrizol
is expanding service to Pacific Rim customers .

. ~ .~
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The Saudi desert presents challenges to lubricant pe rformance Two-cycle add i t i ve technology helps reduce em i ssions from
typ ical of th i s geograph ic reg i on . veh icles commonly seen i n Korea and other As i an nat ion s .

th e Atsugi laboratory expansion will be
c ommitted to th e Pe rformance Product s

Company, a nd additiona l product sup-

p ort ma y als o be required in Sin gapo re .

In India, Pe rf ormance Produc ts i s n ow

sell i n g AMPS monomer and a c rude oi l

Flow improver, and industri al additive

sale s to th e Middle East are go od .

Thes e are modest markets f o r

Pe rfo rmance Produc ts but are expected

to r e present an increasi ng po r tion o f

future r evenues .
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Management's Discussion and Analysis
of Financial Condition and Results of Operations

I n 1990, the company r eco rded a pre-tax ga i n of $10 1 .9 mil l ion from the
exchange of its Genentech stock as a res ult of a merger between

Lubrizol is a specialty chemical company using chemical, mechanical
and bio l ogica l technologies to develo p pro ducts for world markets i n
transportation, industry and agricu lture. The com pany's business
segments are Specialty C hemicals and Agribusiness. The Specialty
Chemica l s segment develops, produces and sells chemica l additives for
transportation and industrial lubricants and functional fluids, fuel addi-
tives and diver sified specialty c hemica l products. The Agribusiness
segment includes t he t raditional operations which develop, produce and
market planting seeds for agricultural a n d oil see d crops, and deve l op .
produce and market specialty vegetab l e o il s . Agribusi n ess also i ncl udes
stra t egic activi t ies, w hich consist of biotec h nology resea rc h and deve lop-
ment directed toward developing new products for t he agricultural, food
and chemical ind ustries .

Results of Operations

In 199 1 , consolidated revenues increased $24 million or 2% compared
to 1990 with both of the company's business segments achieving record
revenues . Gross profit (Sales less Cost of Sa l es) increased $37 million or
8°; over 1 990 primarily due to higher average se l ling prices in Specialty
Chemica l s . As a percentage of sa les, gross profit was 32% in 1 991
compa red to 30 % in 1 990 a nd 29 % i n 1989 . Se l li ng, test i ng, administra-
tive and researc h expenses, predominantly in the Spec i a l ty Chemicals
segment, increased $34 millio n or 1 2 % i n 1 99 1 a n d large l y o f fset the
higher gross profit .

Other i ncome-n et i ncreased $9 mil lion in 1 991 primarily because 1990
included an asset write-off of $9 .7 million in the Agribusiness segment .
Net interest income decreased by $3 .5 million in 1 991 due to lower
interest rates and lower average investment balances during the year .

I ncome before income taxes increased $3 .7 mi ll ion or 2 % in 199 1 . after
excluding the 1 990 gain on the Genentech transaction net of $5 .1 m i llion
of rel ated expenses . However, the company had a higher effective income
taa; ra te in 1 99 1 compare d to 1990 because of benefits in 1990 from
se t tleme n ts of tax audits . As a resu lt , net i ncome in 1991 decreased $3 .4
million or 3 % from 1 990, after exc lud i ng the effects of the Genentech
tra n sac t ion .

In 1990, consolida ted r evenues increased $225 million or 1 8°o com-
pared to 1 989 . The Specialty Chemicals segment accoun ted for 94 % of
this increase . Gross profit increased $83 million or 23% over 1989 .
I ncreased sel l ing, testing, administrative and research expenses in the
Specialty Chemicals segment partia ll y offset the increased gross profit .
Thus, in 1 990, the increase in revenues was $46 . 1 m il lion mor e than the
i ncrease in total cos t and expenses.

Genentec h and Roc he Holdi ngs, Inc . This gai n, afte r taxes a nd $5. 1
million of related expenses, co nt rib uted $62 .9 million or $1 .79 per sha re
to net income . Other income-net decreased $7 .8 million i n 1990 primar-
ily due to an asset write-off of $9 .7 mi l lion in the Agribusiness segment .
Net interest income decreased by $6 .7 million in 1990 primarily 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 covering the years 1981 through 1988 . As a result, net
income before the Genentech transaction increased 35% in 1990 over
1989 .

In 1 989, consolidated revenues increased $ 1 02 million or 9 % compared
to 1988 due to increases in both of the company's business segments .
Gross profit increased $21 mi l lion or 6% over 1988, but was substan-
tially offset by increased se lling and administrat ive expe nses in bo th
segments and higher research expenses in the Specialty Chemica ls
segmen t . As a result, tota l revenues i ncreased $2 .4 million or 2 % more
than total cost and expenses.

Other income-net decreased $9 .0 million in 1989 primarily due to lower
net investment gains. Net interest income increased $8 .6 million primar-
ilyfrom interest recorded on estimated federal income tax refunds .

I n 1989, net income decreased $46 million to $94 million or $2 .52 per
share . Net income for 1989 was less due to a significant patent litigation
settlement i n 1988, which after deducting rela ted expenses and income
taxes, added $53 .2 m i llion ($1 .37 per share) to 1988 income, a nd due to
spec ia l charges and an accounting change recorded i n 1988. Exclu ding
these 1988 factors a nd th e change i n net investment gai n s, net i ncome
increased $5 .3 mil lion in 1989 .

R eturn on average sharehold ers' e quit y was 16% in 1991, 27% in
1 990 ( 1 8% excluding the Genentech gain) and 1 4 % in 1 989 .

Specialty Chemicals Segment

In 199 1 , the Special ty Chemicals segment accounted for 9 1 % ~:`
consolidated revenues . This segment's revenues increased I % in 1 9°' as
higher average selling prices (net of mix and currency effects) of 4
were partially offset by volume decreases of 3% . The volume decreases
were so l e l y in international markets as s h ipme nt s in North America for
199 1 we r e at the same level as 1990 . T he worldwide recession wea kened
product demand and, duri ng the f irst half of the year, customers re duced



Se ll ing a nd administrative expenses inc reased $12.7 mill io n or 10%
primarily due to increases in personnel, higher interna t ional selling
expenses and legal expenses associated with protection of proprietary

Operating Results By Business Segment
(In 7hnu.aindc of lkillars) 1991 1990 1 989

Revenues:
Specially Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 ,348.804 $1,335,471 $1,124,364
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121.502 117,230 103 , 5 46

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,476,306 $1,452,701 $1,227,910

Gross profit :
Specialt y Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 429 ,902
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,724

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 475 ,626

$ 398,23 8 $ 3 20 ,7 85
40 ,179 35,025

$ 438 , 417 $ 355,810

Selling , testing and administrative expenses :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 203,966 $ 176,957 $ 143 , 4411
Agr i bu siness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32 , 471 30,669 32,034

Tota l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 236,437 $ 207,626 S 175,474

Research and development expenses :
Spec ialt y C hemical s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 63 ,656 $ 57 , 776 $ 51,342

Agribusiness - Traditional . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,751
- Strategic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 . 557

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 , 308

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 79,964

Segment income (loss) :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 179 , 160 $ 179 , 359

(4 , 960)
(9 , 585)

(14 ,54 5 )

$ 164 , 814

S 886,619
154 , 1 5 3
7 3 ,8 24

$ 1 . 114 , 596

$ 732,784
139,253
88,147

S 9fi0, 194

S 862,235
175,302
1 34 , 146

$1,171,683

Tw. LuswizoL CoitroawnoN

inventory levels which had been built up in the last half of 1990 during
the Middle East crisis. Volume improved during each successive quarter
of 1991 and in the fourth quarter was 6% above the same period last
year. Selling prices were higher during the first part of the year as a
result of price increases implemented during 1990 in response to higher
raw material costs associated with the Middle East crisis . Prices were
reduced at the end of the first quarter of 1991 in response to lower
material costs .

Gross profit increased $31 .7 million or 8% because of higher selling
prices, lower cost of sales due to the volume decrease and a $5.0 million
provision in 1990 for the closure of a manufacturing facility in Spain .
As a percentage of sales, gross profit improved to 32% in 1991 from
30 % in 1990 .

Agribusiness - Traditional . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
- Strategic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

Identifiable assets :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Corpo rate inves tments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

7 , 482
(9 ,5 1 2)

( 2 , 030 )

S 1 77, 130

7,697
8,95 1

1 6,64 8

$ 74,424

6,441
1 1, 87

18,3 1 E

$ 69,651

$ 141 .'_'41

1,802
(16 , 5 19)

(14,717)

$ 126 , 531



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 unfavor-
able 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

technology and pote nt ia l acquisitions . Testing, research and develop-
ment expenses increased $20 .2 mil l ion or 19% . This was a resu l t of
increases in testi ng and new produc t development costs relating to
changing lubricant standards and testing procedures as well as customer
programs related to new business opportunities .

This segment's results are impacted by the strengthening or the weaken-
ing of the U .S . dollar against other currencies in which the company
transacts business . In 199 1 , foreign currencies weakened slightly
against the U .S . dol lar resu l ting in a net unfavorable effec t on the
company due to decreased reven ues and expe nses when international
transactions were translated into U .S . dollars.

I ncreased gross profit was offset by the higher expenses discussed
previously, with the result that Specialty Chemicals segment income was
approximately the same as 1990 .

In 1990 , Specialty C hemicals segment revenues inc reased 19% and
volume increased 6% . H igher shipments to international cus tomers,
part of which was d u e to the effect of consolidating the Brazilian affiliate,
contributed approximately 40% of the reven ue increase . Unce r tainty
about the crisis in the Middle East, coupled with the increasing prices
for all lubricant components, caused some inventory build-up by cus-
tomers and partially explained the increase in the volume of ship-
ments . The remainder of the revenue increase was due to favorable
currency effects and higher selling prices, which were increased during
1990 to recover increased costs re lated to research and performance
tes ting and in response to higher raw material costs associated with t he
Middle East crisis .

I n 1 990, gross profit inc r eased 24 % due to higher volume and the ab i lity
to maintain gross p rofit percentages during periods of escalating costs .
The gross profit percentage increased slightly to 30% from 29% in
1989. Se l ling and administrative expenses increased 26% prima r i l y due
to planned increases in personnel because of new bus i ness development,
increased l egal expenses associated with protection o f proprie tary tech-
nology and inc reased inte r national sales activities . Testing, resea rc h and
deve l op ment expen ses inc reased 14% in 1 990 . Most o f t h is i n crease
rela ted t o a ddition a l ac tivi t y with respect t o e n gine oils, gear oils an d
fuel products . Specialty Chemicals segment income was $179 .4 million,
which was a 'l i % increase over 1989 .

and development expenses increased 19 % due to increased new product
devel opment and foreig n patent app l ication activity.

Specialty Chemicals segment income in 1989 was $141 .2 million , which
was $82.1 million lower than 1988 . After adjusting for a patent litigation
settlemen t and special charges in 1988 and lower net investment gains in
1989 , segment income decreased $5 .8 million in 1989 .

Agribusiness Segment

In 1 99 1, Agrib u siness revenues i ncreased 9 % to $128 mi ll ion due to
increased specialty vegetable oil volume . Gross profit increased 14 % to
$46 mi l lion due to h i gher revenues and improved margins . Gross profit
as a percentage of sales was 36 "/ in 1991 compared to 34 % in 1990 and
1989 . Higher gross profit was partially offset by a 3% increase in
expenses, primarily marketing .

Traditional operations i n t h e Agribusiness segment contributed $7 .5
million to segmen t income in 1 99 1 . Strategic activities, most l y research,
had net expense of $9 .5 mi llion, resulting in an Agribusiness segment
loss of $2 .1) million compared to a l oss of $14 .5 mi llion i n 1990 . Included
in 1990 was a $9 .7 million w r ite-off of receivables and inventory in the
traditional operations relating to the company's former affiliate in Italy
which was unable to meet its financial obligations to the company.
Excluding this write-off, Agribusiness improved $2 .8 million in 1991
compared to 1990 .

In 1990, Agribusiness revenues i ncreased 13% to $117 mil lion d ue
primarily to increased specia lt y vegetable oil vol ume, aided by the
acquisition of an oilseed crus hing and refining business . Gross profit
improved by la % to $40 mil l ion 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 . I n 1990, selling and administrative
expenses declined a% and research expense declined 9% . These
declines were primarily due t o discontinuance of certain contract
research programs and cost ef f iciencies from combining strateg i c
research activities . T his was possible because o f the settlement with
Agrigenet ics Resea rch Assoc i ates Limited and the acquisi t ion of Sungene
Technolog i es Cor poration du r i n g 1989 . The agr i business seg men t lost
$14 .5 million in 1990, approximately the same as in 1989, primarily due
to the $9 .7 million write-off of receivables and inventories .

In 1989, Agribusiness revenues increased 15 % to $ 104 million . Higher
sell i ng prices for pl anting seeds increased revenues by 12% and the
remaining increase was d ue to favorable produc t mix in specialty
vegeta ble oils. G r oss pro fit i n creased 24% to $35 m il lion and, as a
percentage of sa l es, increased to 3 4 % in 1 989 from 31 % in 1988 as a
result of the higher se lling prices, offset in part by higher seed costs,
both of which resu l ted from the 1988 drought . Higher se l ling expenses
and traditional research expenses partially offset the increased gross
profit in 1989 . As a result, segment income from traditional o perations
was $1 .8 mi l lion, an improvement of $4 .2 mi ll ion over 1 988 .



I n February 1992, the F i nan cial Accou nting Standa rds Board issued
SFAS 1 09, "Accountin g for I ncome Taxes," which supersedes SFAS 96 .
The company anticipates t hat th e adop t ion of t his new statement wi l l
reduce its net deferred tax liabi lities, and t he resul t ing f avorab l e im-
pact wi l l be separately recorded in the co n so l idated statement o f in-
come as the effect of a change in accounting principle . Refer to Note H to
the financial statements for the estimated effect of adoptinu this

TM! L11eRIZOL CORPORATION

I n 1989, the com pany paid $16 mill ion for the remain ing rig h ts to pl a nt
sc i e n ce tech nology deve l oped by Ag r igenetics Research Associates Lim-
i ted and to secu r e the release of all claims un der a relate d c l ass ac tion
su it . The company also acq uired the remain i ng s h ares of S ungene, a
sign if ica nt prov id e r of strategic co ntract research . Agrib u siness strategic
research and development expenses decreased 3 1 % to $11 .9 m il lion i n
1989 due to the disconti nuance of certain resea rch programs and cost
efficiencies ob t ained because of the Sungene acquisition . In 1989, the
l oss f rom stra tegic Agribusiness activities was $ 16.5 million or $21 .3
millio n l ess t h an in 1988 . In cl uded in 1988 was a $17 .1 million s pecial
c h arge fo r t h e discontin uance o f cert ai n biotec h nology research pro-
grams at Agrigenetics Adva nced Sc i e nce Company and the write-down o f
an investmen t .

Working Capital , Liquidity and Capital R esources

The company's cas h flows for the yea r s 1989 through 199 1 are p rese nted
in t he consolidated statements of cas h flows. Cas h prov ided from
operating activities during 1991 was 5 192 .1 mi llion, an increase of $77 .8
million compared to 1990 . This increase was the result of a $26 .1 million
grow th in receipts f rom customers, net of payments to suppliers and
employees, $20 .4 milli on received in 1991 from the I nternal Revenue
Service for settlemen t of tax aud i ts and $31 .2 mi llion of income taxes
p aid i n 1 990 rela te d to the Ge nentech gain .

The company spent $80 .0 mi l lion for inves t i n g ac t ivities in 1 99 1 com-
pared to $90 .3 m il l ion i n 1990, exc l ud ing procee d s from t he Genentec h
ga in o f $105.8 m il l ion , as i nc r eased cap ital expendit ures were more t han
offset by reduced s pen ding for acquisitions and investments .

The company repurchased 285,000 of its common s hares for $12.8
million, compared to 2 . 4 m i llion shares for $89 .5 million in 1990 . At
December 31, 199 1 , the re was outstanding Board authorizat ion for the
repurchase of one mil lion additiona l shares .

During 1 991, the com pan y's working cap ital requirements, cap i tal
expendit u res, d i vidends and share repurchases were financed by in te r-
na lly generated funds and s h ort-ter m borrowings to meet seasonal needs
of Agrib u siness . As a res u lt o f the act i vities discussed above, cash and
short-term i nvestme nt s at Decem ber 31, 1 991, i ncreased by $50 mi ll ion
compared to December 31, 1 990 .

The company's fi nancial position continues to be s trong . The ratio of
c u rre n t assets to current l iabi l ities was 2 .7 : 1 at December 31, 199 1 a nd
1990 . Aggregate deb t as a percent of to t al capitalization (shareholders'
equity p l us short-term and long-te rm debt) was approximately 8 % at the
en d of b ot h years .

At December 3 1 , 1 99 1 , the company had unused revolving credit
agreement s and other cre dit lines aggregating $55 million . Managemen t
believes the company's credi t fac ilities and inte r na lly generated funds
wil l be sufficient to meet its ca pita l needs d uri n g 1992, except for the
pro posed Amoco transaction as described below. Capital ex p enditures,
pr imarily to provide man ufactur ing, a dministrative an d technical sup-

port to the Specialty Chemicals segment, are anticipated to approximate
$ 110 million in 1992 .

On June 3, 1991, the company signed a l etter o f int ent with Amoco
Chemical Company, a s ubs idiary o f Amoco Corporation, to acqu i re
certai n assets of Amoco's wo r ldwide petro l eum add it i ves busi ness. The
transaction is currently under rev i ew by the Federal Trade Commission .
Additionally, due diligence and definitive agreemen ts must be com-
pleted, and corporate and othe r governmental ap provals must be
obtained . I f t he acquisition is consummat ed , management currently
expects to finance it throug h i nternally gene ra ted funds a nd debt, which
debt may exceed the compa n y's existing c redit facili t ies . Managemen t
bel ieves t he company has the fi nancial s trength t o obtai n suc h additional
financi ng . Due to the u nce r tain status of t he proposed tra n saction,
management is not able to det ermine with reasonab l e precision the
e ffects on the f i na n cia l condition or res ults of operation s of t he company
if this acquisi t ion i s consummated .

in Decem ber 1 990, t he Financial Accounting S tandards Board issued
SFAS 1 06, "Employers' Accounting for Postretirement Benefits Other
Than Pensions ." This statement focuses primarily on postretirement
heal th care and wil l require accrual of the expected costs of p roviding
these benefits over the years the empl oyee provides services to become
e l igible to receive the bene fi ts upon reti rement . Management believes
tha t this new accou nt ing sta nda rd will not have a signi f icant impac t on
the company's l iq u idi ty or abi lity to borrow fu nd s . Refer to Not e 10 to the
fi nancial statements for the estimated effects of suc h accruals o n t h e
company's financial condi t i o n a nd resu lts o f operatio n s.



Year Ended December 31

1991 1990 1989

$ 1 ,467 ,901 $1,444,758 $1,220,386

8 ,405 7,943 7,524

1 ,4 76 ,306 1,452,701 1,227,910

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

Total rev enues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cos t o f sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 992 ,275
Selling, testing and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 236,437
Research and development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79 ,964

Total cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,308 , 676

864,576
175,474
69,658

1,109,708

1,006,341
207,626
74,424

1,288,391

Gain on sale of Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 , 921
Other income - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,500 504 8,329
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,748 10 ,526 16,653
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,738 ) (6 , 049 ) (5,438)

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

Consolidated Statements of Income

(In Thousands of Dollars Except Per Share Data)

Net s ales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178,140
Provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,481

Ne t i n come . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 123 ,659

Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3.57

271 , 212 137,746
81 , 166 43,766

$ 190 , 046 $ 93 , 980

$5.34 $2.52



D ec ember 3 1

75,651
654 , 991

5 , 569

73 6 . 21

$1 . 114 .596

71,423
713,229

3,8 14

794 ,466

$1,171,683

THE LIISRIiOI CORPORATION

Consolidated Balance Sheets

(In Th ousands of fho llars)

Assets

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

Total current asse t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Property - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Investments in non-consolidated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Intangible and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Liabilities and Shareholders Equity

Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accounts payabl e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
I nrome taxes a nd other current liabiliti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares without par value - Outstanding 34,515,732 shares in 1991
a n d 34 ,6 9 8,374 shares in 19 90 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accumulated translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

The ucmmpan~ving notes to financial statements are an intP,gral part of these statements

1 991

S 126,147
240,382
306,993
28,049

701 .571

962,261
582,23 1

380,030

52,441
37 .641

$1,171,683

$ 32,801
1 2 6 , 1 44
103,22 1

262,162

3 4 ,982
41 ,979
38, 094

377,217

I 4 ')0

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

66 8,810

886 , 996
533,445

353 , 551

53, 698
3 8,5 3

S1 .11 .1 .5116,

l 2 .a :,?
133,757
102,042

248 . 351

54,023
39,663
36.34

378 .3 S5



Year Ended December 31

199 1 1990 1 989

$1,480,776 $1,395.667 $1,220,978
( 1 ,2 6 5,058) (1,206,060) (1,066,449)

(55, 11 6) (87 .713) (51,528)
9,960 10,181 15,736
(7,129) (6,058) (6.193)
20 , 41 8

7 , 161
5 , 200

124 , 905

8,266

192,117

(82,398)
(751)
(392)
3,589

(79,952)

8,302

114,319

105,843
(77,407) (64,721)
(6,690) (1,723)
(8,134) (16,276)
1,912 2,691

15,524 (80,029)

2,587 3,240 1 ,925
18 ,400 3 4

( 1 8,660) (195)
(53,322) (52,257) (51,509)
( 10,327 ) (86,980 ) (37,022 )

( 61,322) (1 35,963) (86,80 1 )

(796) 579 (670)

50,047 (5,541) (42,595)

76 , 100 81 .641 124,236

$ 126 , 147 $ 76 , 100 $ 8 1 , 641

The accornpan~yrng notes to financial statements are an integral par t of these statements .

Consolidated Statements of Cash Flows

(hi Th ousands of Dollars)

Cash provided from (used for):
Operating activities :
Rec eived from customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Paid to suppliers and employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest and dividends received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Tax refund received , including interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Re ce ived from the sale of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other-net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Investin g activities :
Pro ceeds from sale of Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C a pital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Investments in non-consolidated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Acquisitions - net of cash acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total investing activitie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

Effe c t of exc hange rate changes on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Cash and short- term investments at the beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash and short-term investments at the end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .



Consolidated Statements of Shareholders ' Equity
Shareholders' Equity

Number of Accumulated
Shares Common Retained Translation

Outstanding Shares Earnings Adjustment

(2,399,757) (5,097)
85,023 2,527

34 ,698,374 75,651 654 ,991 5,569
123,659
(53,322)

( 1 ,755)

(12,099)

Balance, December 31, 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash dividends ($1 . 54 per share) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares - ' treasury :

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

(651)
2,423

(285,00(1)
1 02,358

$77,423 $7 1 3,229 $ 3,8 14

TNT LIIiAIIOI CORPORATION

Balance, December 31, 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net income for 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash dividends ($1 . 38 per share) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1989 . . . . . . . . . . . . . . . . . . . . . . . . • • . . . .
Common shares - Treasury :

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

Balance, December 31, 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash dividends ($1 . 46 per share) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares - ' IYeasury :

Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares issued upon exer c ise of stock options . . . . . . . . . . . . . . . . . . . . . .

38,009,911 5 77,260

(1,121,245) (2,310)
119,442 3.271

37,008,108 78,221

Balance, December 31 , 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,515,732

The uccanpurrving notes to financial statements are an irrtegral part of these statements .

(In Thousands of Wars)

$ 597 , 124 $ (10, 0 7 6)
93,980

(51 , 509)
(6,493)

(37,983)

601 .612
190,046
(52,257)

(84,410)



Inventories on the LIFO method at December 31 , 1 9 91 and 19 90 were 19 %
and 2 4 % of consolidated inventories . The current replacement cost of th e se
inventories ex ceeded the LIFO cost at December 31 , 1991 and 1 9 90 by $41 .7
million and $48 .1 million . At December 31 , 1991 and 19 90 , inventories of
the Specialty Chemicals segment were $217 .6 m illion and $223 .2 million ,
and Agribu s iness inventories were $89 .4 million and $71 .8 million.

X Al

Notes To Financial Statements
(In Thousands of 1ki7lar.r Vniess Otherwise Indicated)

Note I - Accounting Policies

CONSOLIDATION - The consolidated finan c ial statements include the accounts
of The Lubrizol Corporation and its majority -owned subsidiaries . For non-
consolidated c ompanies (affiliates) , the equity method of accounting is used
when ownership exceeds 20% or when the company has the ability to
ex e rcise significant influence over the policies of the investee . Othe r
affiliates are carri e d at c ost .

INVENTORIES - Inventories are s tated at cost which is not in ex ce ss of market .
C ost of Spe cialty Chemicals segment inventories is determin e d by the last-
in, first-out (LIFO) method in the United States and the first-in , first-out
(FIFO) method e l s ewhere . Agribusiness inventory cost is determined by the
average cost method .

DEPRECIATION AND AMORTI7.ATIDN - Accelerated depreciation methods are
us ed in computing depre ciation on approximately 67% of th e depr ec iable
as sets . The remaining assets are deprec iated using the straight-lin e method .
Amortization of intangible and other assets is on a straight - line method over
period s ranging from 5 to 25 years . For income tax purpo ses , diffe re nt
methods and rate s are used in ce rtain instan c e s .

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 translation
adiustments are recorded as a separate component of shareholders' equity .

PER SHARE AMOUNTS - Net income per share has been computed by divid i ng
ne t income by the average number of common shares outstanding during
the period . Net income per share has not been adjusted for the e ffect of stock
op t ions as the dilution effec t would be less than 3 % in any year.

No te 2 - Inventories

199 1 1990
Fi ni s h e d products . . . . . . . . . . . . . . . . . . . . . . . . . . $117,546 $108,616
Produ ct s in pro cess . . . . . . . . . . . . . . . . . . . . . . . . . 1 03, 8 5 1 95,99 6
Raw material s and s upplies . . . . . . . . . . . . . . . . . . . 85,596 9 0 ,3 14

$ 30 6 ,993 $294,986

Note 3 - Investments in Non-Consolidated Companies
1991 1990

Inves tments c arrie d at equity . . . . . . . . . . . . . . . . . . . . $3 1 ,0 46 $45,257
Inv es tments c arried at co st . . . . . . . . . . . . . . . . . . . . . 2 1 ,395 8,441

$52,441 b53,69 8

Investm e nts carried at equity exceeded the company's equity in the underly-
ing book values by $7 .0 million and $9 .1 million at De cember 31 , 1991 and
1990 . The excess i s be i ng amortized over per i ods not ex ceeding 1 5 years.
Accumulated amortization of this excess was $ 6 . 5 million and $4 . 4 million at
December :i 1 , 1991 and 1 990 .

Included within investments in non- consolidated compani e s are marketable
e quity s e curities h aving a book c arrying valu e of $18 . 6 million in 1991 and
1990 . The m arket value of these sec urities exceeded the book carrying value
by $106 m il lion and $76 mill ion at December 3 1 , 1991 and 1990.

Note 4 - Short-Term and Long-Term Debt

Short-t e rm debt consists of short-t e rm bank loans and the curr e nt portion of
long-term d e bt .

Long-term debt cons ists of :
1991 1990

7.87 5% Marin e t erminal / Indu strial
devel opm e n t revenue bo nds,
due 2 0 0 0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 .000 $19,375

6.5% Marin e terminal refunding
rev e nue bo nd s, du e 2 0 00 . . . . . . . . . . . . . . . . . . . . . 1 8,375

Te rm l o ans
7.9 9 % due 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . 20,000 20,000
5. 8 % yen denominated, due 1993 . . . . . . . . . . . . . . . 15,200 13,970

Other (various rates) . . . . . . . . . . . . . . . . . . . . . . . . . . 4 07 67 8

54,982 54,023
Less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . (20,000)

$34,982 $54,023

The company has available $55 million under revolving credit agreements
and oth e r cred it lines which would permit the company to borrow at or
below th e U . S . prime rate . These facilities, which wer e unused at December
31 , 1991 , may be used to support commercial paper borrowings .

The Marine Terminal R e funding Revenue Bonds have a variable interest
rate . The c ompany has ente red into an interest rate swap agreement that
e ffectively fixes the interes t rate at 6.5% . The bondholders may put th e
bonds ba ck to the company ; however, the bonds are classified as non-c urrent
due to a r emarketing agreement and credit fa c ilities which permit the
company to refi nan c e for a pe riod beyond one year.



The company has another shareholder rights plan under which one right to
buy one share of Serial Preferred Stock was distributed for each Common
Share held . The dividend and redemption value of the Serial Preferred Stock
would be determined in relation to after-tax amounts which have been or
may be recovered by the company from Exxon or its affiliates as a result of
certain patent claims . The rights may become exercisable under certain
circumstances involving actual or potential acquisitions of 20% or more of
the company's Common Shares by a person or affiliated persons . The rights
would entitle shareholders, other than such person or affiliated persons, to
purchase shares of Serial Preferred Stock at the purchase price of $ 1 plus 25
rights per share . The rights will expire in November 1996 unless earlier
redeemed .

Notes C'ontinued

Note 5 - Other Ba lance Sheet Information

Receivables : 1 991 1990

Cus t ome r s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $216,908 $228,358
Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,028 9, 144
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,446 20,627

$240,382 f2 5 8 , 1 2 9

Re ceivables are net of allowan c e for doubtful accounts of $2 .8 m i llio n in
I 49 1 a nd $3 .2 million in 1990 .

Other c urrent assets at December 31 , 1990 in c lude d an estimated federal
income ta x refund of $13 .2 million pertaining to the years 1979 through
1988 and accrued inte r e st th e re on of X 8 . 0 million . The refund amount
relates principally to the utilization of excess foreign tax credits and was
substantially co ll ec ted during 1 9 91 .

Property and Equipm e nt: 19 9 1 1990

lLand and impr orvemenls . . . . . . . . . . . . . . . . . . . . . . 5 75 , 348 $ 70,199
Buildings a nd improvements . . . . . . . . . . . . . . . . . . . 168 .186 158 , 451
Mac hiner y a nd e quipme nt . . . . . . . . . . . . . . . . . . . . 6 58,96 6 604 , 9 29
Co n stru ctio n in progress . . . . . . . . . . . . . . . . . . . . . 593 61 52 .817

5962 .2 6 1 S 88 fi , 99 fi

Depreciation expense was $54 .6 million in 19 9 1 , $54 .0 million in 1990 and
$4R .7 milli o n in 19 $9 .

Int a n g ible and Other Assets : 1 991 1990

Plant science technology . . . . . . . . . . . . . . . . . . . . . 3 10175 S 11,772
Goodwill a nd o ther intangibl es . . . . . . . . . . . . . . . . . 17,3?S 17 .505
Other asset s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,138 9,260

$ 31 , 641 $ 38 , 53 7

Accumulated amortization of intangible a nd other assets was $28 .4 million
and $L4 . 1 million at December 31 , 1991 and 1990 .

Accounts Payable : 1991 1990

Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $116 ,6 19 $125,341
Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.521 8,416

$12fi , 140 $ 13 3, 7 51

In come Taxes and Other Current Liabilities : 1991 1991)
Income tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36 .137 5 36 .072
Employ ee compensation . . . . . . . . . . . . . . . . . . . . . . 3 5,? 69 35,071
Tax es o ther than inc ome . . . . . . . . . . . . . . . . . . . . . 9,220 10,279
Oth e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,595 20.620

$103,221 510 2,0 4 2

Non-cu rren t Liabilities: 1991 199n
Employee bene f its . . . . . . . . . . . . . . . . . . . . . . . . . . E 2 4 ,014 b '?2 .638
O t he r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,905 1 1 .02 .5

$ 41,919 b 34 ,6 fi 3

Note 6 - Shareholders Equity

The company has 147 , 000, 000 author i zed shares consisting of 2,000,000
s hares of serial pr eferred stock without par value designated Serial Pre-
fe rred Stock (Serial Preferred Stock) ; 25,000,000 shares of serial pr eferred
without par value designated Serial Preference Shares (Serial Prefere nce
Shares) ; and 120,000,000 c ommon shares without par value (Common
Shares). No Serial Pr e ferred Stock or Serial Preferenc e Shares have been
issued . The out standing Common Shares shown on the balance sheets
exclude Common Shares held in treasury of 8,582,215 and 8,399,57 :3 at
December 31 , 1 9 9 1 and 19 90 .

The company has a shareholder rights plan under which one right to buy
one-half Comm o n S hare was distributed for ea ch Common Share held . The
rights may become exerc i sable und e r ce rtain cir c umstances involving a ctual
or potential acquisitions of 20 % or more of the Common Shares by a person
or affiliated persons who acquire such stock without complying with t he
requirements of the company' s articl es of incorporati on . Th e right s would
entitle shareholders , other than such person or affiliated person s, to
pur c hase Common Shares of the company or of certain acquiring persons at
50% of then curr ent market valu e . At the option of the directors , the rights
may be exchanged for Common Shares , and may be redeemed in cash .
securities or oth e r consideration . The rights will expire in 1997 unless
earlie r redeemed .



1991 1990 1989

United States . . . . . . . . . . . . . . . . . . $ 93,088 $ 171,278 S 48,469
Foreign . . . . . . . . . . . . . . . . . . . . . . 85,052 99,934 89,277

-- -
Total . . . . . . . . . . . . . . . . . . . . . . . . $178,140 $271,212 $ 1 3i .i4 fi

Note 7 - Genentech Gain and Other Income

O n September 7 , 1990 , a merger between Gen e nte c h , Inc . and Roche
HoMin gs . In c . was comple ted . A s a result of this transaction , the compan y's
5 . 8 m i lli o n common s har es of G e nentech and its warrant to pur c h ase an
ad d itional 180 , 000 common shares were exchanged for $ 10 5 .8 million in
cash and 3.0 million shares of n ewly is sued Gene ntec h rede emable common
sto ck. The c ompany re aliz e d a gain of $101 .9 million on thi s tr a nsaction .
Afte r taxe s, a nd related expense s of $5 .1 million , the Gene nt ech gain
contributed $62 .9 million or $1 .79 pe r s hare to net in come . At the opti on o f
GNne nt ech , the n ewly issued common stock may be redeemed i n wh o l e, but
not in part , at various redemption pri ce s per s hare that range fr om X43 . . S a t
January 1 , 1992, a nd incre a se to $60 thro ugh Ju ne 30, 1995 .

Other income - net consists of the following :
1 991 1990 1989

Equity ear n ings of
non-consolidated companies . . . . . . . . . . . $4,791 $ 3,43 1 X1,809

Agribusiness charge . . . . . . . . . . . . . . . . . . (9.i3 4 )
Gain o n sal e o f inves tments - net . . . . . . . . . 935
Gain on invest ee s t oc k issua n ce . . . . . . . . . . 1,000
Othe r - net . . . . . . . . . . . . . . . . . . . . . . . . 4,709 5,807 5,590

$9,500 $ 504 58,329

The A gribu s ine ss c h a r g e in 1990 of $9,734 relates to the write- o ff o f
r ece ivable s due from a former affiliate of Agrigenetics in Italy and fo r
inve nt o ri es whi ch we r e dedi c ated to the market which thi s affi liat e s erved .
The write-o ff was n eces sary be cau s e the former affiliate did not m ee t it s
finan cial obligations to the company,

Note 8 - Income Taxes

income taxes have been determined using the liability method in accordance
with Statement of Financial Accounting Standards (SFAS) 96 . In February
1992, the Financial Accounting Standards Board issued SFAS 109 which
supersedes SFAS 96 and establishes new financial accounting and reporting
standards for income taxes. The new statement must be adopted by 1993 .
This company anticipates that the adoption of SFAS 109 will reduce its net
deferred tax liabilities, and the resulting favorable impact will he separately
recorded in the consolidated statement of income as the effect of a change in
accounting principle. This would result in a reduction of net deferred tax
liabilities of $10 to $15 million if the new statement were to be adopted at
January 1 . 1992 .

Inco me before in come tax e s con sists of the followin g :

The provision for in come taxe s con si s ts of the following :
1 9 91 1 990 1989

Current :
U nit ed States . . . . . . . . . . . . . . . . . . . . . $25, 169 $42,281 $ 4 , 428
Forei gn . . . . . . . . . . . . . . . . . . . . . . . . . 3 1 ,755 4 1 , 929 38, 109

56 ,924 84 ,2 10 43,137
De ferr ed :
U nit ed S tates . . . . . . . . . . . . . . . . . . . . . (2,08 4) (4,924) 293
For e i gn . . . . . . . . . . . . . . . . . . . . . . . . . (3 59 ) 1 ,880 3 36

(2 ,4 43 ) (3,044) 629

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . $54 , 4 8 1 $81,166 $43,766

Fo re i g n t ax es in c l u de withholding taxe s . The United Stat es t ax provision
inc lud es the U .S . ta x on foreign incom e distribut e d to th e company. The
diffe r ences between the provis ion for in come tax es at the statutory rate of
34% and th e tax s hown in the consolidated statements of incom e are
summariz ed as follows :

1 9 9 1 1990 1989

Tax a t s tatuto r y rat e . . . . . . . . . . . . . . . . $60,568 $92,212 $46,834
Fo r e i gn s a les co rpo r ation earnin gs . . . . . . . ( 4,0 92) (2,837) (3,188)
Se ttl em e n t o f U .S . a nd

forei g n tax audits . . . . . . . . . . . . . . . . (6 , 000)
Other - net . . . . . . . . . . . . . . . . . . . . . . (? . 095 ) (2,209) 120

Tax sh own in th e stat e ment of in co me . . . . $54,481 $81,166 $43,766

The components of deferred income tax expense are as follows :

1 991 1990 19 8 9

De prec ia ti on . . . . . . . . . . . . . . . . . . . . . 3(1 , ;20) S (543) S (1 , 6 5 1)
Employe e compe nsati o n . . . . . . . . . . . . . . (4 52) (1.64) 54 3
P a rtn e r s hip expense all ocatio n s . . . . . . . . . (41) (1,165) (465)
Oth e r - n e t . . . . . . . . . . . . . . . . . . . . . . . (230) 228 2 ,208

8(2 , 493 ) $(3 , 044) $ 629

U .S . income taxes or foreign withholding taxes are not provided on undis-
tributed earnings of foreign subsidiaries which are considered to be indefi-
nitely reinvested in the operations of such subsidiaries . The amount of such
earnings was approximately X193 million at December 31, 1991 . Determina-
tion of the net amount of unrecognized U .S . income tax with respect to these
earnings is not practicable . If such earnings were to be repatriated, foreign
withholding taxes of approximately $19 million would be incurred . A
portion or all of such withholding taxes may be offset by credits in the
United States .



1991 1990 1989

Ser v ice cos t - benefits e arned dur i ng
pe riod . . . . . . . . . . . . . . . . . . . . . . . $ 7,820 S 6,540 b 6.007

I nt e r es t cost on p roj ected b en ef it
ob l igation . . . . . . . . . . . . . . . . . . . . 9,578 8,402

. 6,81 6Act ual ret urn on p lan assets . . . . . . . . .
N e t amo rtiza ti on and defe rral . . . . . . . . . ( 1 8,8 1 6) 8,235

S 4,1 1 8

11,480
{28,630}

1 5,830
$ 6,500

(19,554]

S 3,090Net periodic pension cost . . . . . . . . . . . .

The company provides certain postretirement benefits other than pensions ,
primarily health care , for retired employees . Substantially all of the com -
pany 's full-time Specialty Chemicals segment employees in the U . S . become
eligible for these benefits after five years of s ervice and attainment of age 55
at ret i rement . Participants will contribute approximately 25% to 50% of the
c ost of such be nefits. These postretirement health care benefits are not
funded and are ex pensed as benefits are paid . The expense for these
benefits to retired participants and their beneficiaries was $1 .5 million in
1991 , $1 .4 million in 1990 and $1 .1 million in 1989 . Generally , the
company 's non-U . S . employees are covered by government sponsored plans .

VAP

Notes Continued

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 maturities of
less than three months .

Th e followin g is a reconcilia tio n of ne t income to net cas h provided by (used
for) o pera t ing activit i es :

1991 1990 1989

Net in c ome . . . . . . . . . . . . . . . . . . . . $123 , 659 $ 190 ,046 b 93 , 980
Depre c iatio n and amortization . . . . . . . 59 , 4 73 59, 529 54,065
Deferred income tax e s . . . . . . . . . . . . (? ,7 16) 3,749 1 , 128
Distribute d ( undistributed ) earnings of

non -cons o lidated companies . . . . . . (3 ,7 43 (4,178) 65 0
Wr i te - down o f ass ets . . . . . . . . . . . . . . 14 ,734 5,000
Gain on sale of Genentech . . . . . . . . . . (101 , 921)
Change in c urrent assets and liabilities :

Re ceivables . . . . . . . . . . . . . . . . . . 4,470 (57,034) (6 . 932 )
Inventories . . . . . . . . . . . . . . . . . . (14,187) (32 , 244 ) (8. 486 )
Accounts payable and accrued

expenses . . . . . . . . . . . . . . . . . . ] .780 39,7 16 (8, 463 )
Other c urre nt ass e ts . . . . . . . . . . . . 15 , 3 0 4 ( 2 , 146) (1,762)

In crease in n o n -curre nt
liabilities . . . . . . . . . . . . . . . . . . . 1 ,554 4, 126 3,31 7

Oth er item s - net . . . . . . . . . . . . . . . 6 ,523 (58 ) (7 , 592 )
Net cash provided by operating

activities . . . . . . . . . . . . . . . . $192,117 $114,319 $124,905

In 1990 , net cash provided by operating activities is after dedu c ting 531 .?
million of income taxes paid resulting from the gain on sale of Genentech ,
the procee ds from which are included in investing a c tivities .

Note I D - Postretirement Benefits

The company has retirement plans , including non-contributory defined
benefit pension plans and a profit sharing plan , c overing most full-time
employees in the United States and at non-U . S . subs idiari es. Pension
benefits are based on year s o f service and the employee 's compensation .
The company 's funding policy in the United Stat e s is to contribute amounts
to satisfy the Int e rnal Revenue Service funding standards and elsewhere to
fund amounts in accordance with local regulations . Several defined benefit
plans are unfunded . Plan assets are invested prin c ipally in listed equity
securities and fixed income instruments including insurance contracts .

The U . S . defined benefit pension plan was amended effective October I ,
1991 , resulting in an increase in the projected benefit obligation at Decem-
ber 31 , 1991 of $19 .6 million and an increase in net periodic pension cost of
$ . 9 million for the period October to December 1991 .

Expense for all r e tirement plans was $13 .3 million in 1991 , $12 .7 million in
1990 and $8 .9 million in 1989 , in c ludin g pr ofit s haring contributions in the
U . S . of $ 4 .7 million in 1 9 91 , 5 6 .6 million in 19 9 0 and $3 . 6 million in 1989 .

Net periodic pension cost of the U . S . and significant international defined
benefit plans co nsists of:

The weighted average assumptions used at December 31 were :

1991 19911 1989
Assumed discount ra t e . . . . . . . . . . . . . 8.1% 8.0% 8 .0%
Assumed ra t e of co mpe n sation inc rease . . 5.8% 5.8% 5.7%
Expec ted r a te of return on pl an assets . . . 8.9% 8.2% 8 .2%

The funded status of such defined benefit pension plans and the amounts
re c ognized in the c onsolidated balan ce sheets at December 31 are as follows :

1991 1990
Assets Accum. Assets Accum.
Exceed Benefits Exceed Benefits
Accum. Exceed Accum. Exceed
Benefits Assets Benefits Assets

Fair value of plan assets . . . . . . . . $154,506 $ 4,040 3132,233 $ 3,236
Projected benefit obligation . . . . . (150,669) (24,139 ) (114,437 ) (21,183)

Plan assets in excess of (less than)
projected benefit obligation . . . . 3,837 (20,099) 17,796 (17,947)

Unrecognized net transition obliga-
tion (asset) . . . . . . . . . . . . . . . (22,051) 3,228 (24,074) 3,366

Unrecognized net loss (gain) . . . . . (3.803) 3.053 5,044 3,468
Unrecognized prior service cost . . . 22.468 2 .198 3.889 1,745
Minimum liability adjustment . . . . (1.831) (2,235)
Accrued pension asset (liability) . . $ 451 S(13,451) $ 2,655 $(11,603)

Actuarial present value of accumu-
lated benefit obligation . . . . . . . $110,450 b 16,009 $ 83,896 E 13,410

Vested benefits . . . . . . . . . . . . . . $107,194 b 13,259 $ 80,417 b 10,861



The. company periodically enters into forward exchange contra c ts to manage
curren cy exposure . At December 31 , 1991 , the c ompany had short - term
forward contracts to sell curren c ies at various dates during 1992 for $23 .9
million . Th e se contracts are re corded at market value and the gains or losses
are re cognized imme diate ly and offset the exchange adjustment related to
the e xposed c urrency position .

In December 1990, the Financial Accounting Standards Board issued SFAS
106, "Employers' Accounting for Postretirement Benefits Other Than Pen-
sions . " This statement will require accrual of postretirement benefits (such
as health care benefits) over the years the employee provides services to
become eligible to receive the benefits upon retirement . The company has
not yet adopted SFAS 106, which must be adopted for U .S . plans by 1993 and
by 1995 for non-U .S. plans . Based upon preliminary actuarial computations,
which are subject to refinement, the company estimates that its transition
obligation for such postretirement benefits would be $70 to $90 million,
before tax effects, if SFAS 106 were adopted as of January 1, 1992 . Annual
expense accruals required by SFAS 106 would be in the range of $8 million
to f l l million, compared to current expense of $1 .5 million on a pay as you
go basis, assuming the transition obligation is recorded at the date of
adoption .

Note 11 - Leases

The company has commitments under operating leases primarily for office
space, terminal facilities, land and various office equipment . Rental expense
was $ 16 .5 million in 1991 ; $15 .2 million in 1990 ; and $12 .8 million in 1989 .
Future minimum rental commitments under operating leases having initial
or remaining non-cancelable lease terms exceeding one year are $13 .0
million in 1992 : $8.6 million in 1993 : $7 .4 million in 1994 ; $ 5 .9 million in
1995 ; $4 .5 million in 1996 ; and $29 .6 million thereafter .

No te 12 - Forward Exchange Contr ac t s

Note 13 - Operations in Geographic Areas

Financial data by geographic area, based on the location of the subsidiary
which shipped and billed the product, is as follows :

1991 1990 1989
Reve nu es from c usto mers :

United Sta t es . . . . . . . . . . . . . $ 687,654 S 63 1 . 492 $ 58 9, 01 3
Euro pe . . . . . . . . . . . . . . . . . 446,699 470,910 373 , 22 9
Far Ea s t . . . . . . . . . . . . . . . . 173,351 171 .171 143,096
Other . . . . . . . . . . . . . . . . . . 168,602 1 1 9 . 1 28 t2?, 572

1 , 4 7 6 ,306 1,452 ,701 1,221 , '. 1 10

lnter compa ny tran sfe rs :
U nited S ta tes . . . . . . . . . . . . . 273 , 037 240 , 0 8 7 207,816
Europ e . . . . . . . . . . . . . . . . . ]U ,004 8,52 2 8 ,8 54
Oth e r . . . . . . . . . . . . . . . . . . 2 3, 5 54 10,193 5 , 14 7

306,595 258,802 221,8 1 7
Gross revenu es . . . . . . . . . . . . . . ] , ; 82 ,901 1 ,711 ,503 1 ,449 , 7 27
Less : Intercompa ny transfers . . . . (306,595) (258,802) (221 , 81 7 )
C onso lidated revenues . . . . . . . . . $1,476,306 $ 1 . 4 5 2 , 101 $1,227 .910

Operating profit :
United Stales . . . . . . . . . . . . . $ 123,058 $ 99,245 $ 65,463
Europe . . . . . . . . . . . . . . . . . 67,630 70,544 53 .225
Far East . . . . . . . . . . . . . . . . 7,927 11 ,069 12 ,937
Other . . . . . . . . . . . . . . . . . . 4,675 8 . 837 13 ,358
Eliminations . . . . . . . . . . . . . (7,718) (1,280) (11,009)

195.572 188 ,415 133,979

General corporate expenses . . . . . (27,992) (29 . 105) (15,777)
Gain on sale of Genentech . . . . . . 101,921
Other income - net . . . . . . . . . . 9 .500 504 8,329
Interest-net . . . . . . . . . . . . . . 1 , 010 4,477 11,215
Income before income taxes . . . . . $ ]78, 14D $ 271,212 5 137,746

Identi f iabl e a sse ts :
U nited S tat es . . . . . . . . . . . . . 5 654.560 $ 659,814 5 559,150
Euro pe . . . . . . . . . . . . . . . . . 283, 5 26 282, 589 202,405
Far East . . . . . . . . . . . . . . . . 13 2,038 123, 9 3 0 112,310
Othe r . . . . . . . . . . . . . . . . . . 80,144 80 , 992 12,326
Eliminations . . . . . . . . . . . . . (159,027) (154,106) (126 , 120 )

9 9 1 ,241 993,21 9 820,071
Corporate assets . . . . . . . . . . . 180 , 442 121,377 140 , 11 '3

Total assets . . . . . . . . . . . . . . . . 81 , 171 ,6 8 3 $1,114,596 $ 960 , 184

Notes :
A . In te r compa ny tran sfer s are mad e at pric es comparabl e to n ormal u naffilia t ed c ustomer

sales for similar products.
B . Affiliated companies are not allo ca te d t o geographic s egments.
C . Corpo rat e a ssets co n s is t of short-term in vestm ents and i nv es tm ents in affiliated co mpanies .

Export sales from the United States to customers , primarily in Latin
America, th e Middle East and Asi a , were $161 million in 1991 and $125
milli o n in 1 990 and 1989 .

Net assets of non-U . S . sub s idiaries at D ec ember 31 , 1991 and 1990 were
$319 million and $3 31 million , respe cti vely. Net income of these subsidiaries
was $50 million in 1991 , $57 million in 1 9 90 and $52 million in 1989 ; and
dividends re c eived from the subsidiaries were $12 mi llion , $79 million and
$66 million , res pectively.



Capital Depreciation
Expe n d itures & Amort i za t io n

$i0 .5 -1 3
6,864

$77,407

$50 . 767
8 .76 :.'

$59 .529

1 9 8 9
Special ty C hemical s . . . . . . .
A g ri business . . . . . . . . . . .

$60,394 546,084
4.327 1,981

564,7 21 554 .065

The 1975 Plan options expire through November 1994 , with an averag e
option price of $22 .88. The 1991 Plan options expir e September 1992 to
November 1994 . with an average option price of $'?2 .2 4 . The 1985 Plan
o ptions expire June 1995 to November '1001 , with an average option price of
$40.68 . The 1991 Plan options granted to outside directors in 1991 expir e in
April 2001, and have an option pri ce of $57.56 . The Agrigenetics opti on s
expire January 19 9 2 to July 1994 , with an average option pric e of $37 .20 .

Notes ('onlinued

Note 14 - Business Seg ment Informa tion

A description of the company 's segments and a summary of operating
results and identifiable assets by segment ar e c ontained o n pages l l and 22 .
Following is additional industry segment information :

1991
Specialty Chemicals . . . . . . . . . . . . . .
Agribu s ine ss . . . . . . . . . . . . . . . . .

1990
Sp ecialty Chemi cals . . . . . . . . . . . . . .
Agribu siness . . . . . . . . . . . . . . . . . .

$76 .547
5, 85 1

$82,398

$51,791
7,68'?

E 59,473

The company's Specialty Chemicals segment has a concentration of sales and
receivables in the oil and chemical industries . The ten largest customers in
the Specialty Chemicals segment, most of which are international oil
companies and a number of which are groups of affiliated entities, accounted
for approximately 43 % of consolidated sales in 1991, 46 % in 1990 and 45 %
in 1989 . Although the largest single group accounted for 11% of sales in
1991 and 1990, this group is made up of a number of separate entities that
the company believes make independent purchasing decisions with respect
to Specialty Chemicals . No single group or customer accounted for 10% or
more of sales in 1989 .

Note 15 - Stock Options

The 1991 Stock Incentive Plan provides for granting of options to buy
Common S hares inte nde d ei ther to qualify as "ince n t i ve st ock opti ons"
under the internal Revenue Code or "non- statutory stock options " not
intended t o so yualify, up to an annual amount equal to one per c ent of the
outstanding Common Shares at the beginning of any year, plus any unused
amount fr o m prior years . Under the 1991 Plan , options generally become
exer c isable 50 W one y e ar after grant , 75% after tw o ears , and 100% after
three years , and expire up to t e n years after grant . The' 1985 Employee Stoc k
Option Plan and the 1 99 1 Plan als o provide for " reload options ," whi c h are
option s t o purchase additional shares if a grantee uses already-owned shares
to pay for an option ex e r c ise . To date , no employ e e o ptions have been
granted under the 19 9 1 Plan . The 1991 Plan gene rally supersedes the 1985
Plan , whi ch r epla ced the 1981 In c entive Stock Option Plan . A 1 975
Employee Stock Option Plan expir e d by its terms in 1 9 85 . Options remain
outstanding and exe rcisable und e r the 1975 Plan , the 1981 Plan and the
198 5 Plan . The option price under all plans is the fair market valu e o f the
s hares on the dale of grant . All plans permit or permitted the granting of
sto ck appreciation rights in connection with the grant of option s, and the
1991 Plan also p e rmit s th e grant of restricted and unrestricted s hares . In
addition , the 1 9 91 Plan provides for an automati c annual grant to ea ch
outside dire c t o r of th e Corp o ration of an option to purchase 1,000 Common
Shares , with t e rms gen e rally comparable to employee stock options . Whe n
Agrigeneti cs was a cquir ed , options outstanding under a stock option plan of
that company became fully vested and were cone
Common Shares .

I nformation regarding these option plans is as

numoe r of mares

1991 1990 1989

Outstanding . January 1 . . . . . . . . . . 835,801 648.962 607 .693
G rant e d at $33 .31 to

S 57 . i6p e r share . . . . . . . . . . . . . 310,190 243 ,350 198,000
Ex e rc ise d at 81 8 .6 3 to

893 .U6per share . . . . . . . . . . . . . (156 . 898) (82.873) (114 ,8 9 3 )
Surrendered at $23 .38 t o

$51 .56 per s hare . . . . . . . . . . . . . (3,870) (3,638) ( ] ,8 3 8 )

Outstand i ng . December 3 1 . . . . . . . . 985,223 835 , 801 678,962

Exerc isabl e . De cember 31 . . . . . . . . . 507,278 395 , 587 296,139

Availabl e for grant .
December 31 . . . . . . . . . . . . . . . . 806 , 115 765,452 1 , OOS , l64



Quarterly Financial Data (Unaudited)
Three Months Ended

March 31 June 30 Sept . 30 Dec. 31

1991
(In Thousands of Dollars Except Ft~r .Shar<• [hda)

Net sal e s :
Spe c ialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $314,435 $3?5 . 616 $346,469 $353,819
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,800 44 ,454 11 . 1 20 14 . 128

b3 7 2,235 $370,130

$104,792 $ 101 .855
23,584 15,304

$ 128,3 76 $117,2 19

$ 35,318 8 21,591

$357,589 $367,947

$110,495 $112,760
2.558 4,218

$113,053 $116,978

$ 28,844 $ 31,900

$1 .02Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 .79 x.84 $ . 9'L

$319,537 $351,499 $356,596
36 .095 13, 180 12,313

$355,632 $364,679 $368,909

$100,535 $102,242 $108,207
14,577 2 , 390 334

$115,112 $104,632 $108,541Tota l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $110,132

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,135 8 33.077 $ 96,308 $ 31,526

Net income pe r share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $.80 b.92 $2 .74 5 .9 1

Most of the sales of the Agribusiness segment are made during th e first half of the year. and op e rating l oss es are inc urr ed in the third and fo urth quarte rs a s a result of in c urr i n g operating expenses
with law sales . Agribusiness' cost of sales includes certain period costs and . therefore , may exceed sales in a quarte r which has low volum e .

The th i rd quarter of 1990 includes the gain o n the sale o(Gene ntec h of $1 .79 per share and a loss o f E . 14 her share for th e -Jos ure of a manufa c turin g pl ant in S p ain . The fourth quarter of 1 490 includes
a charge in Agribusiness for the write -off of receivables and inventories of f . 19 per s hare and a benefit from th e s ettlem ent of tax audit s of S . 17 pe r share

Deloitte &
Independent Auditors' Report Touche
To th e Shareholders and Board of Director s o f /0

The Lubrizol Corporation :

We have audited the accompanying consolidated balance sheets of The
Lubrizol Corporation and its subsidiaries as of December 31, 1991 and 1990
and the related consolidated statements of income, shareholders' equity and
cash flows for each of the three years in the period ended December 31,
1991 . These financial statements are the responsibility of the Company's
management . Our responsibility is to express an opinion on these financial
slatemt-nts based on our audits .

We co nducted our audits in accordance with generally accepted auditing
standards . Those standards require that we plan and perform the audit t o
obtain reasonable assurance about whether the financial statements are free
of material misstatement . An aud i t includes examining , on a test basis ,
eviden ce supporting the amounts and disclosures in the financial state -
ments. An audit also includes assessing the accounting principles u sed and

significant estimates made by management, as well as evaluating the overall
financial statement presentation . We believe that our audits provide a
reasonable basis for our opinion .

In our opinion , such consolidated financial statements present fairly , in all
material res pects , the finan c ial position of The Lubrizol Corporation and its
subsidiarie s at December 31 , 1991 and 1990 and the results of th e ir
operations and their c ash flows for each of the three years in the period
ended December 31 , 1991 in c onformity with generally acce pted accounting
prin ciple s.

Cl ev eland , Ohi o
February 1 1̀ , 199 2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Gros s pr ofit :
Spec ialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agr ibusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

N et in come . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1990
Net sales :
Spec ialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $299,896
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55 .642

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $355,5 38
Gross profit :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 87 , 254
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,878



1991 1990

10,510 1 06,902

1 78, 140 271,2 1 2
5 4 ,481 81,166

$ 123,659 $ 1 90,046

$3.57 $5.34
1 .5 4 1 .46

34,630 35,560

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

Consolidated Statement of Financial Position
Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 701,571 $ 668.8 10
Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262,162 248,351

Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439 ,409 420,459
Property - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 380,030 3 5 3 , 551
Other asset s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90,082 92.'l35

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 909,521 866,245

5,299
6,767

34 ,516
S 23 .02

5 , 169
6 , 692

34 , 698
$ 21.22

THE L116RIIOl CORPORATION

Historical Summary
(M Thousands of Dollars Except ft,r Sham lkUa)

Summary of Operations

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Selling , testing, administrative & researc h expe n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Provision for in come taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Change in a cc ounting for inc ome taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net in come . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 1 , 476 ,3 06 $1, 4 52,70 1

992,275 1,006,3 4 1

3 1 6,4 01 282,050

1 ,3 0 8,6 76 1,288,391

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

Net ass e t s - Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other Data
Return on average shareholders ' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capital investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Depreci ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
At End of Year :

Number of employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Number of shareholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common Shares outstanding (in thousands) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shareholders' equity per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3 4 ,982
41 , 979
38.094

$ 794,466

16%
$1,171,683

83,541
54,614

5 4 , 023
39 , 663
36 , 348

b 7 36 . 211

27 %
$1,114,596

92 , 231
53 . 960



10 %
$643,744

64 , 044
37 , 168

4 , 322
10 , 61 5
39 , 195

$ 1 1 . 79

22
S 970 , 6 7 1

71,891
4 6, 598

4 , 781
7 , 782

38, 010
$ 17 . 48

14 %
$ 939 , 3 7 8

56 , 460
4 7, 229

4 , 817
8 , 33 5

38 , 9 6 1
$ 15.96

1 4%
$682,864

27,961
37,038

4, 1 65
11 ,277
39,195

$ 12.03

14 %
$877,907

52 , 986
42 ,5 91

4 , 802
9 , 240

39 , 69 1
$ 14 .43

14%
$70 1 ,97 4

49,00 1
38,723

4, 1 76
10,804
39 .111

$ 12.13

14%
$ 960 , 184

82,720
48,682

5 , 030
7 , 370

37 , 008
$ 17 . 92

12 %
$854,445
103, 99
44 , 605

5 , 205
10 , 803
39 , 66 1

$ 13 . 09

40

19 89

$1,227,910

864,576

245,132

1,109,708

19,544

137,746
43,766

$ 93,980

$2.52
1 .38

37,333

$ 543,166
1 80,908

362,258
316,493
100,525

779,276

53,180
29,320
33,512

$ 663,264

1988

5$1,125,731

783, 113

226 , 776

1,009,889

69 , 908

185 .750
54 , 544
8 ,7 51

$ 139 , 9 57

$3.62
1 .30

38 , 69 5

S 573,002
184,888

388, 1 14
298,670
98,999

785,783

55,339
26,851
39,285

$ 664,308

1987

$1,022,277

713,152

203,236

916,388

23,310

129,199
47,864

$ 81,335

$2 .06
1 .22

39,559

$ 513 ,3 4 2
169 , 166

344 , 176
297 , 573
128 , 46 3

7 7 . 212

5 6 , 138
23 , 952
68 , 489

$ 621 ,6 33

1986

$985,182

695,068

180,650

875,718

19,200

128,664
50,479

S 78,185

$1 .97
1 .17

39,678

$462,982
162,797

300,185
289,078
125,847

715,110

52,616
16,806
73,009

$572,679

t985

$913,351

659,130

158,358

817,488

7,582

103,445
43,221

E 60,2'l4

$1 .49
1 .16

40,409

$447 , 441
182 , 543

264 , 898
290 . 298
116 , 706

671 , 902

73 , 444
13 , 161
65, 9 99

$519,298

19 8 4

$844,175

627,378

114,501

741,879

12,788

115,084
47,353

$ 61,731

$1 .73
1 .12

39 .1311

$376,050
132,252

243,798
251,735
74,189

569,722

30,416
11,480
53,483

$474,343

1 983

$800,303

588,266

113,363

701,629

15,032

113,706
48,962

$ 64 .7 44

$1 .65
1 .08

39, 1 95

$361,964
129,766

232,198
274,337
46,563

553,098

27,213
1 0,038
44,326

$471,521

1982

5$812,247

610,717

107,470

718,187

(6,739)

87,32 1
39,760

b 47,561

$1 .21
1 .08

39 .192

$304,542
115,255

189,287
288,504
50,698

528,489

19,428
8,961

38,056

$462,044

1981

$899,161

653 ,7 48

96 , 006

749 , 754

8, 1 68

157 , 5 7 5
6 5,544

E 92 , 031

$2 .36
1 . 08

38 , 986

$341,825
129,696

212,129
284,088
47,252

543,469

25,268
8,829

30,854

$478,518

20
$673,165

77 , 214
32 , 068

4 , 23 7
9 , 986

39 , 946
$ 11 .98
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SPECIALTY CHEMICALS
LUBRIZOL PETROLEU M CHEM ICALS COMPANY
LUBR IZOL PERFORMANCE PRODUCTS COMPANY

Principal Subsid i aries
and Branches
Lub rizol A .G. (Swi t zer land )
Lubr i zol Aust ra lia
Lubrizol do Brasil Aditivos, Ltda .
L u br izo l Canada L i mite d
Lubrizol de Chile Li mitada
Lubrizo l Eastern P acific L imited

(Hong Kong)
Lubrizo l Enter prises, I nc .
L ubrizol Fspa n ola, S .A .
Lu brizo l France, S .A .
Lubrizol Cesellschaft m .b . H .

( Au stria)
Lubrizol G .m.b .H . (Germany)
Lubrizol G r ea t B ri tain Limite d
Lubrizo l Inter natio nal, I nc .
Lubrizo l Ital ia ns, S . p . A .
L u b rizo l J a pa n Lim i ted
Lubrizol Korea
Lubrizol Limi ted (Engla nd)
Lubrizol de Mexico, S . d e R .L .
Lubrizol S .A . ( B elgium)
Lubrizo l Scand i nav i a AB
Lubrizol Servic i os Tec nicos

S. de R . L . (Mexico)
Lubri zol Sou t h Afr ica

( Pty.) Limi t e d
Lubrizol Sout h e ast A si a

( Pte .) Ltd . (Sin gapo re)
Lubrizol de Ve n ezuela C .A .
Gate City Equipme nt

Company, I n c .
Resou r ce Develo pment , I nc .

Laboratories
Chemical Research

Wickliffe , Ohio
Mechanical Testing

Atsug i, Japan
Hazelwood , England
Wickliffe , Ohio

Laboratories
Agrigenetics Laborato r ies

Biotechnology Researc h
Madison, Wiscons i n

LUBRIZOL
29400 Lakeland Boulevard
Wic kliffe, O hio 44092

(216) 943-4200

Aff i l iates
Lubrizol I nd ia Limited
I n dustrial Lubrizol S .A .

de C .V. (Mexico)
L ubrizol ' I} a nsarabian Company

Limite d (Saudi Arabia)
C .A . Lubricantes Q u imicos

L.Q . (Venezuel a)
SoLub Product App l ication

Laborat ory (Russiai

Manufacturi ng Plants
Pai n esvi ll e, Ohio
Bayport, Texas
Deer Park , Texas
Atlanta , Georgia
Sydn ey, A u st ra lia
R io de Jan eiro, Braz i l
Niag ara Fal ls, Canada
Bromborough, England
LeHavre, France
Rouen, France
Mourenx, Fr ance
Bombay, I nd ia
Kinuura, Japan
Apodaca, Mexico
Yanbu, Saudi Ara bia
J urong, S in gapore
Durban, Sout h Africa
Valencia, Venezue l a

AGRIBUSINESS
AGRIGENETICS COMPANY

Seed Divisions
Agr i Gene Seed Research

Des Moi nes, Iowa
Agrigenetics S .A .

(Argentina)
Agrigenetics S RL

( I taly)
Eurograi n Semences, S .A .

( France)
Golden Acres S eed Company

Croto n , Ohio
GroAgri Seed Company

Lubbock, Texas
Jacques See d Company

Pr escott, Wisconsin
McCur d y See d Company

Fremont, Iowa
S IGCO Researc h

Brec kenridg e, Minnesota
Tay lor-Evans Seed Company

7LI ia, Texas
R.C . Yo ung and Compan y

Lubbock, Texas

Specialty Vegetable
Oil Division
SVO Enterpri ses

Eas Qake, Ohio
Culbertson , Montana

Affiliates
Dectesca S.A .

(Venezuela)



~~ WBRIZO~L
29400 Lakeland Boulevard
Wic kl iffe, Ohio 4 4092

(216) 943-4200

wrightd
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