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company now ope rates plants, laborat o ri es

and offices s taffed by mo re than 4 ,5 (X) e mployees

around the g l obe . Bu siness ope rati on s arc

techno l ogy -base d, marke t -o rient ed and

focused on e ffe c tiv e l y meeting a br oad range

of cus tom e r need s and se rvice requirement s .

During 1993, Lubrizo l consoli d a te d its

f o rme r business Unit structure into a single

ope r a t i ng o rgaruzation . It a lso rea l igned i ts

marketing, te chnical, manufacturing and

customer se rv i ce a c tiv iti es to achieve higher

manpower and f acilitie s utilization . important

operating cos t s avings and a more c us tomer-

o ri e nte d focu s .

Lubr i zo l is th e recognized le ader in spe-

cialty additive sys tems for o il s u s ed in gaso line

and diesel eng i ne s, automatic t ran smis s ion

flu i d s , gear o il s , marine and trac to r lubri cant s .

The com pany also s uppl ies s pec i a lty produc t s

for indu s tria l fluids . Fuel additives and proc e ss

chemical s, a nd develop s pe rformance chemicals

Fo r s pe cialized markets .

In a ll aspec t s o f it s b us in ess , Lubrizol

wo rk s w ith its c u s t o mers t o a c hi eve t he ir

produc t pe rfo rmance goa l s in the mos t

effective, t ime ly and cost-efficient m anne r .

ENGI N E OIL ADDITIVES ~ VISCOSITY M ODIFIE RS

DRiYELINE OIL ADDITIVES FUEL P R ODUCTS

ADDITIVE COMPONENTS INDUSTRIAL PRODUCTS

BUSINESS DEVELOPMENT

The Lubrizo l Corpora ti o n i s a l ea din g

full -se rv i ce suppli e r of perf orniance c hemical s

t o div e r se market s worldwide. These specialty -

chemical products are c re ated thr ough t he

application of advanced chei» ical, mec hanical

and biological te chnologie s to enhance the

performance, quality and value o f ti e c u stome r

produc t s in whi ch they are used .

Founded in 1928 in C leve l and . O hi o, the
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For the future, Lubriz-ol will be better positioned

to capitalize on growing opportunities for new

product development and further penetration

o f both existing and emerging market segments .

CHANGE . . . A CATALYST FOR

In a year of dynamic changes i» markets,

technology and global trade, Lubrizol is meeting

these challenges through a comprehensive

realignment of its organizational strzicture,

manufacturing base and worldwide technical

service . The goal is to serve the needs o f diverse

customers more efficiently and effectively

This realignment is the most far-reaching

structural change in the company's history. It makes

Lubrizol a leaner, more flexible and more

responsive organization . It also provides enhanced

capabilities to develop and produce the

performance additives customers require to keep

their lubricant and fuel products tonrpetitive

in fast-yaced markets .
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Increase
0 n Thousands o! Dollars Except Per Share DMa; 1993 1992 (Decrease)

Revenues . . . $1,525,500 $1 , 552 , 248 (2)%

Net income 45,600' 124,646 (63) °%

Net income per share .67 • 1 . 81 (63)%

Dividend s per share . . . . . . . . . . . . . . 85 .81 5

Capital investments . . . . . . . . . 168.201 98 ,216 71%

Resea r ch , testi ng and development

expenses . . . . . . . 171 .540 154,762 11 °10

Shareho l ders ' equity . . 732,236 819,362 (11) %

Return on aver age shareho l der s' equity 6% ' 15% (60)°'0

'Includes spec ial charge , Genentech gain antl accoun ting changes
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Lubrizol once again achieved record and included $88 .6 million of revenues from

Lubrizol's former Agrigenetics Company . For the

year, worldwide additive shipments declined 1

percent from 1992 . Consolidated net income in

1993 was $45 .6 million, or $ .67 per share . This

included the effect of changes in accounting

principles for postretirement health care benefits

and income taxes which reduced 1993 net income

by $39.4 million, or $ .58 per share . Also included in

consolidated 1993 net income was a special pretax

charge of $86 .3 million for organizational realign-

ment and manufacturing rationalization and a pre-

tax gain of $42 .4 million from the sale of Genentech

stock. Excluding these special items and accounting

changes, net income in 1993 was $113 .5 million,

or $1 .67 per share .

The first half of 1993 was the strongest part

of the year for Lubrizol, but actually showed the

weakest comparisons with 1992 . Additive selling

prices were increased at the end of 1992 and

positively impacted revenues in 1993 . Income from

our agribusiness investment, which is seasonal,

also contributed to good earnings in the first half .

Additive shipments declined 5 percent in the first

half . Spending for product development and testing

to support new industry performance standards

was strong all year. Our total investment for research,

testing and product development of specialty

chemical additives increased over 20 percent for

the full year .

Additive shipments increased 4 percent in the

second half of 1993 compared with a weak period

the year before . Technical spending remained high

b illi on. Consolid ated

revenues for 1992

were $1 .55 billion
4
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revenues from the sale of specialty chemicals in

1993. The company was able to achieve higher

gross profit in 1993 through higher prices and the

introduction of new higher-performing products

into the U.S. market. However, these gains were

offset by significantly increased technical spending

to meet new performance standards, ongoing

litigation expenses, employee and retiree benefit

costs and lower returns from our agribusiness

investments . As a result, the revenue growth did

not carry through to earnings growth . In response,

the company took several very positive steps in

1993 to manage these issues in a way which will

result in improved profit growth beginning in

1994. The changes occurring at Lubrizol today are

intended to he a catalyst for this growth .

Consolidated revenues for 1993 were $1 . 53



rel ative to revenues, and the second half wa s a lso

negatively impa cte d by the strong U . S . do lla r, a

weaker p roduct mix and higher losses fr om our

investm ent in agribu sines s . Mycogen recorded

several special restructuring charges, and weathe r -

rela ted prob lems in the Midwes t inc reased the

losses from our ag r i busines s inve stmen ts . Des p i te

tion . The new a l ignment i s i ntended to meet

changes in customer and market n eed s for perfor-

mance chemicals and to enhance th e company ' s

competitive post ure in key tran s portation and

industrial mark ets . This new organization is

expec ted to provide g re ate r cost con t rol and

improved coordination within th e com pany. We

these problem s, L ubrizol ' s third and fou rth qua rt ers also implemented in i tiat ives to more effe c t i vely

showed posit ive earn ings comparisons with the manage our man ufacturin g ac tiviti es worldwide ,

to increase the timeliness and effectiveness of new

product development, and to create a more

simplified and rationalized product line .

The manufacturing rationalization initiative

will occur over a three-year period and will result

in a reduction by one-third in the number of

Lubrizol's individual component production units

worldwide. These actions are being taker. to

improve manufacturing efficiencies, as well

as blending and delivery capabilities

without sacrificing customer service .

The company took a special pretax

charge of q6 .3 million in the third `,

quarte r in connection

with its organizational

realignment and manu-

facturing rationalization

initiatives . The benefit

of these initiatives will

be annual cost savings

which are estimated I

to grow to $50 million

by 1996 .

its activities into one combined Lubrizol organiza-

3

year earlier periods and ended four consecutive

quarters of negative comparisons . A portion of our

1993 technology costs are now being recovered as

we sell new, higher-performing products for U .S .

engine oils . Also, we are implementing additive

price increases in the first quarter of 1994 to more

fully recover the costs of our product technology,

as well as the costs resulting from increased envi-

ronmental regulation at our facilities .

Quarterly dividends were increased 5 percent

during the fourth quarter to $ .22 per share, yield-

ing an annualized rate of $ .88 per share . This is the

tenth consecutive year in which dividends were

raised . Dividends to shareholders in 1993 totaled

$57 .6 million .

During the year, the company repurchased

2.08 million of its outstanding shares, and the Board

of Directors authorized the repurchase of an addi-

tional 4 million shares. At the end of 1993, 3 .04

million shares remained in this open authorization .

In 1993, we announced that Lubrizol was

el imi na t ing i t s bu siness un i t s truc ture and rea l igning



the Federal Circuit in Washington, D .C . . which

has jurisdiction over all patent cases . We are

awaiting the results of this appeal, and the

damages judgment is also appealable to the same

court in Washington, D .C. Lubrizol continues to

believe that none of its products infringed the

Exxon patent and that the patent is invalid and

that the trial court judgment will not be upheld on

appeal . More details concerning these litigation

matters are contained in the Notes to Financial

Statements in this report .

We are making progress in our effort to

obtain maximum value from our agribusiness

investment . At the end of 1992 , we completed the

restructuring of our agribusiness segment through

transactions involving transfer of a majority

interest in Agrigenetics Company to Mycogen

Corporation . Agrigenetics became part of a

partnership owned 49 percent by Lubrizol and 5 1

percent by Mycogen . In December 1993, we sold

29 .5 percent of this partnership to Mycogen for

cash of $7 million and ?million additional shares

of Mycogen Common. Mycogen has agreed to

purchase our remaining 19 .5 percent interest in

the future for cash or Mycogen common shares .

Also in December, Mycogen redeemed $10 million

of its preferred stock from Lubrizol. In addition to

the remaining 19.5 percent interest . Lubrizol now

holds 6 .1 million shares of Mycogen Common and

$28 .^ million of Mycogen Preferred . We expect

that the effects of these transactions with

Mycogen will enable both companies to obtain

maximum value from these assets .

litigation issues betw e en Lubrizol and Exxon . In

Canada , we are awai ting the determination of

damages from our ca s e against Exxon for inEringe-

tnen[ of Lubrizo l 's patent pertaining t o dispersant .

Additio nal cases relat ed to this di sper sani patent

are pending in the Uni ted States and other countries .

In F ebruary 1994, a federal court in Houston ,

I cxa s, enter e d a damage s judgment o f $129

milli on against Lubrizol pertaining to a December

1992 jury verdict that Lubrizol infringed an Exxon

patent by selling lubricant additive pa ckages

containing an oil soluble copp e r component. The

original finding of infringement . as well as the

jury 's determination that the patent is valid , was

appealed to the United States C ourt of Appeals for

4

n J anuary of 1993 . we comp leted the

acquisition of I .anger & Company of Ritterhude,

Germany. Langer is a recognized worldwide

manufacturer and supplier of performance chemical

additives for the coatings industry . This acquisition

is helping Lubrizol to expand its coatings additives

business into new product and geographic markets .

In the fourth quarter, Lubrizol completed the

purchase of selected commercial and technical

assets of the Great Lakes Chemical France S .A .

lubricant additive business . This transaction

involves the technology for polymethacrylate-

based viscosity modifiers which will complement

Our existing line of lubricant additives . Great Lakes

Chemical will supply polymethacrylate products

to Luhrizol from its Persan, France, facility on a

long-term basis .

We must unfortunately continue to report on



to resume its earnings growth . We believe these

factors may help the company achieve a potential

growth in earnings of over 2 5 percent in 1994

a long w i th an improving return on equity .

On behalf of the Board of Directors and all of

our employees, thank you for your investment

and confide nce in Lubrizo l .

Chairman orthe Boa rd

March 16, 1994

occurred at Lubrizol in 1993 are indeed a catalyst

for growth . The new realigned organization and

management team . the manufacturing rationaliza-

tion, higher product performance standards,

consolidation within our industry, continuing

restructuring of our agribusiness assets, share

5

In January 1994 , we announced a marketing

al l ian ce between our SVO Specialty Produ c t s

subs idiary and Carg ill , In c . There i s in c reased

in te re s t and acceptan c e o f our h igh o l e ic sun-

flower oil produc t s in the marketpl ace, and th is

marketing alliance w ill support higher s ale s and

lower costs which should enable SVO to be

profi tabl e th is year .

Andre Gill et retired as a Dire c tor effecti ve

March 31 , 1993 . Mr. Gillet had been a Director

since 1985 and wa s form e r Chairman o f

International Multifoods .

Peggy Gordon Elliott was appointed a

Director during 1993 to fill the vacancy created by

the retirement of Mr . Gillet . Dr. Elliott is President

of The University of Akron .

In April . Mark W . Meister wa s elected Vice

President .

In December . James G . Bulger , Stephen A .

Di Biase , Joe E . Hodge , Stephen F . Kirk and

Yannick Le Couedic were elected Vice Presidents .

In February 1994, Robert W . Sc her retired a s

Senio r Vice President after 39 years of service

with the co mpany .

W T M

We believe that the changes whi ch have

repurchase and sa l e o f investments give u s confi -

dence about the future . Our commitment r e mains

to achieve our historic objectives of an average 10

percent annual earnings growth rate and 20 per-

cent return on equity . Higher revenues from

increased pricing and new product introductions .

lower operating expenses and better returns From

our agribusiness investments will enable Lubrizol

. .

Pr esi dent
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eliminating i ts b u sines s unit s tru ctur e . Thi s c reat ed

an organiz ation which is leaner, more re sponsive ,

more flexible, ti ghter focused and t r u ly c u s t ome r -

d r iven .

For e xamp le, Lub r i zo l today responds to its

customers through a more focused sale s and

marketing organization. C learly identif i ed account

manage rs now provid e e ach cus t omer with a

s ingle p e rson w i thin t he company who i s empow-

ered to serv i ce that customer's need s . For Lub r i z ol,

thi s res u l t s in improve d manpower utili zati on

and better customer communic ations . Also,

re spons ibi lity is be ing pu she d downward with in

the organization, wi th more de cision s b eing mad e

at loc al l evels . This g i ves th e cu stomer the

advantage o f faster respo nse t o bo th h i s te chnic al

and marke t needs .

The thrust of thi s ove rall organizational

change is to p rovide th e c u s tome r with greater

added va lue an d service .

change s . These change s are be ing drive n b y

a numbe r of fo r c es , includ ing higher customer

performanc e goa l s, e nvironme ntal con s id era tion s,

t ightening government mandates, a nd design

chang es i n engines and oth e r equipment .

Segments impac t ed by this t ec hnical e vol utio n

in clud e passe nger ca r eng i ne o il s, heavy-duty

die s el en gine o il s, f ue l s, tr ansmi ss ion and gear oils,

a nd indu s tr i al l ubri cants and fluids .

As the lead ing international s upp l i e r of pe rfo r-

mance additiv e s and i ntermediate chemica l s f o r

t ran s portat ion and industria l applica tio ns , th e

company has built it s bu siness by deve loping

effe ct ive val u e-added t echno logies t o mee t spe c i fi c

cu s tome r need s . To further enhance it s ab i l i ty to

accomp l i sh t h i s a nd meet growin g and i n c re as i ng ly

comp lex market requ ir ements . Lub rizol r e al igned

it s opera t i ng organization during 1993 by

M arkets for Lubrizol's performance

chem ic als a re unde rgoing continuous evolutio nary

" ey



A major issue facing the additive industry

today is rapidly growing complexity in virtually all

segments of the marketplace . For example . tech-

nology costs, including research, product develop-

ment and proof of performance testing, have esca-

lated rapidly in recent years . These increased costs

have led to consolidation within the additive

industry, as some producers were unprepared to

make the necessary major investments in technology

and new production facilities . Consequently, they

elected to exit the market . Lubrizol expects this

consolidation to continue . In this environment,

Lubrizol's new operating structure positions the

company well to retain worldwide leadership in

the performance additives industry .

driven effort, which

is an important step

toward moving the

motor oil market to

s

Laboratory and test facilities are also being

expanded and improved, as are manufacturing

processes and systems . Certain production facilities

are being converted from batch processing to

more efficient continuous processing methods .

The number of intermediate production units will

be reduced, while capacity utilization will be

increased in the remaining units. The company is

also rationalizing its product lines, but in a way

which will continue to be responsive to customers'

expectations. Market analysis and surveys make it

clear that Lubrizol cannot continue to be an

additives supermarket . The company will not

reduce the range of its products, only the number

of individual low-volume products which it sells .

t o upg r ade the i r products to mee t increa singly

comple x industry and government standards . This

tr e nd has intensified over the la s t decade , and the

time int e rval a l l owed t o develop these improve -

ment s i s shortening .

During 1993, following significant investment

in techni c a l development , testing and p e rf ormance

ce rtifi c ati on . Lubrizol commercialized new addi -

tives which e nable customers ' passenger car mot or

oils to meet the new API SH specifications .

Following thi s upgrade for passenger car motor

oils, a new generati on of diesel engine oil upgrades

is scheduled t o be in troduced in 1 994 . Lubrizol ha s

core te chnologie s in pla ce to meet the se require-

ments, but the cos t s of te chnical d eve lopment and

t es ting w ill continue to be a l arge component of

the company's overa l l investme nt .

Lubrizol also has been successful in providing

cus tomers with the additive t echnology

th ey nee d to mark e t premium syn-

theti c and partiall y syntheti c motor

oils . These o il s perform at higher ~I

leve l s than conventional mineral oil-

based products and command

higher prices . Lubrizol
. . . . .. . . . . . .. .

has played a leading

role in this customer-

Many custom ers now rely heavily o n Lubrizol premium, value-added

to provide the exact additive technol ogy required products.



fluids . It is also the world leader in gear oil additives .

Lubrizol's products meet all current specifications,

as well as providing customers with enhanced

performance for new value-added products . Other

important products include Lubrizol viscosity

modifiers and additives for farm tractor fluids,

two-cycle, marine and industrial oils, and fuels .

The company is fully committed to the research

and development efforts necessary to provide the

new technology required for more premium

additive products .

Among the company's other established busi-

nesses, Lubrizol is the world's leading supplier of

additive packages for automatic transmission



indusu•,, seg-

ments .

Lubrizol
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company ' s line of electrorheological fluids have

10

part from the company's es tablished

petroleum - r e lated bus ines ses . L ubrizol serves

several other market segment s showing activ e

growth opportunities . For exampl e, the company

has been produci ng AMPSOO Monom er f or over a

decade . T hi s product has vari ous market applica-

tions as a dye re ceptor in acryli c fiber, in wat e r

treatment and in oil re covery. G rowing demand

for this v e rsatile pr oduct ha s kept the company ' s

produc t ion facility runn i ng at 1 00 percent o f

capacity during the pa st year. A s econd pro duc t ion

system will b egin opera t ion in l ate 1994. T hi s wil l

maintain the company ' s position as the leading

low-cost producer of this key monomer .

SVO 's specialty vegetable oil products wi l l

benefit from a new refining and marketing alliance

wi t h Cargi ll . In c ., th e world 's largest agri c ultural

pr()d ucts company . TRISU Nr`, a

•i yue Lubrizol-developed

~ h o le ic su nfl ower o il , will

,,w have the advantage of

volume , l ow-co st pro-

duction and much

ider marketing

co majo r food

January 1993. Langer's primary product is

m i cronized waxes fo r th e paint and coatings indu s-

try . Th i s acquisition will au gment Lubrizol ' s cur-

rent lines of s pecial di spersant s and rhe ology con -

trol additives . The company plans to expand mar-

kets for Lange r products into both the U . S . and

Asia . Thus, the company is moving clo ser to its

objective of becoming a leading internati onal paint

and coatings additive supplier .

Fi nally, Lubrizol ' s Gate City Equipment

Company s ubsidiary tripled it s produc t offerings

in ]99 ,; and moved i ts expanding operati ons int o

new facilities in Roswe ll , G eorgia , near Atlanta .

Gate City produces prec i s i on metering equ i pment

for the petroleum and chemical industries .

In addition to the foregoing established prod -

ucts and markets . Lubrizol has several new business

opportunities with promise of future growth .

Among them is the company's development of

new synthetic refrigerant tubes and additives to

meet the lubrication needs of compressors using

HFC refrigerants instead of ozone-depleting CFCs .

The primary markets for these new lubricants are

home appliances and commercial refrigeration

equipment. Lubrizol has designed and installed

testing equipment for these special lubricants and

has established strong relationships with original

equipment suppliers . Government action to shorten

the deadline for conversion to HFC refrigerants is

bringing the new synthetic tubes into faster

widespread use . Lubrizol's first sales of these

LUBRIKUHL"I products occurred during 1993 .

The performance characteristics of the



ciency and lower prod uct i on c osts . This mark e t i s

h i gh ly s er vic e -o riented ; and Lubrizol is in c r ea s ing

its l ogistics capabi l ities to meet the special nee ds

of th ese cus tomers .

Lubrizo l expects to leverage its core

competencies and ma rket expe rience to take fu l l

advantage o f new opp ortuni t i es c reated by curr ent

and future ext e r nal marke t change s .

been improv ed , making them candidat es for u se i n

automotive semi-ac tiv e suspens ion sys tems . In

cooperat ion with Monroe Auto Equipment

Company, a demonstration vehicl e featuring th i s

t echnology has r ec eived posi t ive rev i ew s from

automo tiv e manufacturers .

The company also i s supp l ying o i l field an d

petroleum refinery additive s which inc re a se efF i-

ii



40

r

v
O

~ ~.

AW- :
T E C H N O L O G Y

C N A N G 1 N G

114.



development and segment management are now

more in line with major end markets and the

customers within those markets .

Key testing and product approval programs

also are now Focused by market . with technical

personnel specializing in customer requirements

within each particular market segment . This

allows greater flexibility for individual customer

programs and puts technical personnel in direct

contact with the customer . The result is faster

response and more timely development of products .

Timeliness, in fact, has become the critical factor

in many product programs in order to meet

customer expectations, as well as regulatory and

industry imposed deadlines .

Simu:taneous with these changes, the company

is upgrading its physical plant, expanding and

modernizing development laboratories and testing

facilities . and reworking technical procedures to

gain added efficiencies . The aim is to provide

Lubrizol technical personnel with the optimum

equipment and environment in which to work .

ingredient in every phase of the company's

operations . from product development and manu-

facturing to acceptance testing, marketing and

worldwide customer service . It is technology that

gives Lubrizol its competitive advantage .

The company continues to sharpen its focus

on its core businesses, as well as on those tech-

nologies which provide value-added advantages

for customers . Advanced technology, state-of-the-

art equipment and processes, and a highly compe-

tent and motivated technical staff all combine to

chart a successful course for the Corporation .

The major emphasis is on improving all of the

customer-related facets of the company's technical

programs . This includes those activities which

position the organization to better serve customer

needs. The current program, designed to flatten

the entire organization and make it more responsive

and focused, has resulted in important changes in

the overall approach to Lubrizol's research and

technical development work. Research and

13

l

Lubrizol's technology is an e ssential



complic at ed by regu l at ory tom

plian c e i ss ues which mu st be V

sati s fi ed for i n c rea s ingly complex ( -~

products .

As Lubrizol contin-

ues to sharpen its rocu~

on the future, it is

critical to identify kcv

issues related to

investment in tech

nology. Some of

these issues are: 0

• The need to ~

"meet or exceed cup W, NS

tourer expec*ati~r.~ ~~In 1994 , a major obje c tive of the company

Ppie, o f course , remain the key to any

successful creative process . Innovation comes From

peopl e, not Fa c ilities or eq uipment. The impo rtant

factor i s providing creative peopl e w ith the tools

they need to be success fu l . The company is com-

mitted to providing a wo rk i ng environment where

re s ea rch and deve lopment personnel can excel.

Because of the increasing complexity of prod-

uct development work and the resulting escalating

costs, the company's research and development

projects have been organized and prioritized into

three distinct groups :

• The first group includes projects which are

deemed essential to maintaining technical leader-

ship and meeting near-term customer expectations .

• The second group involves projects more

medium-range in nature, but still promising in

terms of future market development and eventual

:ommercialization .

• The third group includes various longer-term

projects and scientific investigations which are

designed to sustain Lubrizol's technical leadership

position by anticipating future customer needs .

Based upon these categories, research and

development funding is being allocated more

effectively to maximize the return on available

resources . The time factors involved in completing

projects are high on the agenda, as are regulatory

compliance issues . Lubrizol provides its technical

staff with access to outside resource s , such as

universities and independent research institutions,

to ass i s t when p roj ect factors di ctate .

technical activitie s will be to reduce the time and

cost involved in p rov i ding technical information

and data to c ust ome rs . Anothe r objective will be

to balance internal re sour c e s t o better a c hieve th e

company's business obje ctives , which are :

• To maintain and prom ote existing bu sinesse s .

• To develop new opportun ities in e xi s ting

businesses .

• To invest in new business opportunities on

the periphery of Lubrizol's current business .

• To further develop current core technologies .

• To de velop new core technologies through

exp l or at ory research .

The challenge i s to meet both cust omer and

corporat e ob j ec ti ves and expectati ons with i n the

framework of fini t e resou rces . The bigges t d r ivi ng

fo rc e for sho rt e r p rodu c t l ife cyc l es is the origina'r e

q u i pme nt manufa cturers ' p er : r

manse demands . This is further



-~

prese nt, some key strateg ies have been put i nto

place . The company will cont inue t o fo cus on

product s that will add va l ue to cu s t omers' products .

I t wi l l r e t ain ex i sting b u sine ss pa rtnersh i p s by

supporting customers with better customer

service . Product approva l testing procedures will

be improved to ensure th a t they are conduc ted in

the most e f fecti ve manner poss ibl e .

• The undervalued nature of many

cus tomer products .

• The i ncreasing cost of te chnology .

• Timely product approvals .

• Effective management of informa ti on .

• I mproved coo rdinat ion a mong technica l .

commercial and man u facturing staffs .

In orde r to me et the chall e nge s thes e is s u es
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duct line .

'ap provals have

een obtained

from several

compress or

n , lnu f l c *urers .

76

on time, every time .

he very na tu re o f Lubrizol's busi ness -

it s pro duc ts and markets - demands ex ten s ive

p roduct t es ting, bo th in th e la boratory and in the

o ut side wo r l d . T he criteria for deve l oping new

technologies must be, "Does it meet customer

expectations ; "

The investment in technology and testing is

paying dividends . Among a growing list of success-

ful Lubrizol technology programs for customers are :

• Development of new API SH additive tech-

nology which introduced new detergent chemistry

to meet the upgraded standards for

passenger car motor oils in 1993 .

• Development of core formulations in antici-

pation of new heavy-duty diesel engine oil

specifications . These new technologies will enhance

the value of customers' products .

• An increase in the numb e r of produc ts

.r.t ;1ini ns new int e rmed i at e t echnology . In

199 3, Lubrizol introduced a dozen of

thes e new components .

Developm ent of a family

of svnthetic re fri gerant

l_ :h ricants fo r th e re Erig-

:a ti on industry under

UL she LUBRIKUHL

• New e mul s if ier t echnology for commercial

explos ives wa s developed and intr oduced to

s ervi ce world mark e ts .

• Deve lopment o f a new core system fo r t he

next generation of automatic transmission fluid

additives. This resulted in new formulations

which meet General Motor 's DexronOO - Ill and

Ford 's NlerconOO automatic transmission fluid

spec i f i c at ions .

• Development of a series of enhanced

vegetable-derived SVO base stocks and formulated

fluids for use in biodegradable tractor hydraulic

applications .

New di spersant technology was introdu ced

for use in fuel additives whi ch meet the Calif ornia

Air Re sources Board emissions requirements .

• A family of cost-effective viscosity

modi fier s was developed for use in many applica-

t ion s including engine and driveline oil s and

hydraul i c flui ds .

• Several formulations that improve the

performan c e of greases were developed for indus-

trial markets . These products resulted from an

extension of Lubrizol's existing core technologies .

• New high quality gear oil te chnologies were

introduced to equipment manufacturers in anticipa-

tion of more demanding performance requirements .

Today , meeting customers ' need s requires the

combined efforts of all d i vis i ons o f th e company

working t ogether to improve th e processes neces-

s ary t o meet and exceed customer expe ctations -



fu l ly mee t v ita l c u stomer requirements and

changing indu stry s tand ard s , the company can

expand its es tabli s hed ma rke ts and gain a s tr ong

posi t io n in emerging n ew market areas .relationships and developing new products which
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The company expects its strong t echnology

base to conti nue to make Lubrizo l a l ead e r in it s

industry . By further strengthening it s cus tomer
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fo r ove r fi fty year s and has both t ec hnic a l and

produc t io n facilities in k e y global marke t s .

The company's busine ss i s d i vi d e d among

North Ame rica, Europe, Asia-Paci fi c , L atin

America and the Middle Eas t. Lubrizo l has technical

centers in Wickliffe, O hio ; Hazelwood , England ;

and Ats ug i , Japa n . It operates a network of 20

manufacturi ng and blending plants and more than

50 sa l es and technica l se rvi ce offices in over 1 00

countr i es on five continents . Over 6 0 pe rcent o f

revenue s re s u l t from sal es outside o f the Unit ed

States, and ap prox imately 45 percent o f revenues

occur in curre n c i es o th e r than t he U . S . d oll ar .

Lub r i zo l's performance chemica l s are use d

principally by cu stomers in the lub r icant, fuel an d

indus tria l marke t s and in all g eographic a re a s of

the world . C u s t omers include petro le u m producers

and re f in ers, i nd epe nde nt compounders and

b l enders, industrial lubricant producers, specialty

fluid compounders, equipment bui l d e rs and

process ch emical producers .

marke tpl ace , whi l e provid i ng improve d serv ic e

and resp onse to local c us t omer require ments . In

the pa st, Lu brizol e xpanded interna t io nally by

establishing manufa c t u ring fa cil i t ies i n local

overseas markets in orde r to avoi d o ft en h igh import

ta r i f fs and grade r es trict io ns and to estab l is h a

presence i r, t he marke t .

19
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Lubrizol has operated internationally L ub rizo l' s cus tome r s around the world share

similar goa l s and concerns for performance,

energy e f fic i ency and the en vi ronment . They use

Lubriz ol pe rformance chemical s in si milar

transpo rta t ion and industrial applica ti ons . Howeve r,

the needs of ea ch geograph ic market ar e un ique .

Lubri cat ion re qui r ements and additi ve chemistry

vary with t he type of equ i pment , i t s u se, se rvi c e

and maintenance, the quality of base oils and

numerous ot he r var i ables d e fin ed by regiona l

equipment manu fac tur e r s and oi l c ompanies .

Dur ing 1993, Lu b rizol implemen ted world-

wide organizat ional changes and manufactu ring

rationalization in i tiat i ve s . These a re d esigned to

take a dvantage o f change s o c c urr ing in the globa l



wide intermediate manufacturing units by about

one-third over the next three years . No plant sites

will be closed, but certain facilities will be converted

from production to blending operations and will

continue to supply regional and local needs . Despite

the reduction in intermediate production facilities,

blending, flexibility, service and delivery to customers

are being enhanced. Actual production capacity will

remain approximately the same because of through-

put improvements and . where appropriate, the

installation of continuous processing methods will

achieve higher levels of product consistency. Many

of the production units which are being converted

formerly had low capacity utilizations .

The coordination of customer orders, product

specifications, production and distribution activities

is supported by a worldwide communications net-

work and information systems integration .

Lubrizol operates a system designed to improve

the timeliness and effectiveness of response to

customer problems and inquiries . This system

focuses on managing the two-way communication

process between Lubrizol and its customers and

provides minute-by-minute tracking of problems

and solutions . It gives a permanent record of a

specific need and response . Standardization of

procedures and processes will help to assure

participates in several

joint venture operatior

aro und the world .

These oper aric, :,

serve specih ,:

geographic markc :~

including Mexi co .
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oday , the lowering of trade barriers and

ta riff s has redu ced the cost o f exportin g produc ts

to di fferent geographi c regi ons . At the sa me t ime,

higher operating, maintenance, e nvironmental and

regulatory compliance cost s make it less attractive

to operate small manufa cturing units in various

geographi c reg i o n s .

Lubrizol will reduce the number of its world -

consistent pr odu c t uniformity and maximum

quality ar.,i pL rformanre leve l s .

New capaci ty additions are being made to

plants in Texas, Ohio, France and England . These

additions include new capacity for Lubrizol's latest

API SH chemistry, AMPS Monomer, diesel engine

oil detergent additives and various blend plant

expansions . These capacity additions will improve

the level of service to customers around the world .

Lubrizol operates a strong manufacturing and

distribution infrastructure within the European

Community and will not be affected by the new

GATT Agreement . An expanding list of customers

in Eastern Europe and Russia will continue to he

served principally through these European facilities .

Asia is the world's fastest growing economic

region . Ch:na, in particular, has potential for

increased sales of performance addit :•.

The role of Lubrizol's facility in

Singapore will expand to better

serve customers in the Asia-Pacific

` .. ~i~.

snow. YCY70<cc I ~ J 1~1

Lubrizol also



company participates in a joint venture technical

center in Russia, where it works to upgrade the

performance of lubricants available in that market .

The company will consider opportunities to partici-

pate in additional joint ventures, as appropriate, to

expand the sales of performance chemicals into new

areas around the world .

domestic a nd int ernati onal, i n compl i ance with

s tring ent e nvironmenta l s ta ndard s with respec t t o

pollut i on p revention, em i ss ions, safety and hea l t h .

I n 1993, worldwide spend ing on environmental

pro j ec t s exceeded $2 (0 million .

21

Venezuela . India and Saudi Arabia . In addit i on, the

Lubrizol manages all of its facil ities, both



Singapore . So uth Africa a nd B r azi l .

Continuou s improvement is the key m a

successful fu t ur e. T h is is refl ected in the company's

improved logi s tic s , inf o rmation systems and

manufacturing teams, w o rking alongside

marke t segment personnel to help s ati s fy

the needs of cu s t omers . It i s also evident in

products .

the nears ahead .

he company is a strong supporter of the

chemical industry's Responsible Care program .

Around the world, pr oduction faciliti es ar e

working hard to meet or ex ceed the p r in c ipl es

contained in thi s initiati ve . Lubrizol is a successful

participant in the U .S . EPA 33/50 program -

a program to voluntarily reduce the emission of

certain chemicals over a period of time. Consistent

with the company's overall quality improvement

efforts, ISO 9000 series quality standard certifica-

tions have been awarded to Lubrizol's worldwide

manufacturing facilities in the U .S ., Europe,

the renewed emphas is on an integrated

planning process which w i ll result in bette r

overall c orporate performance,

strat egy and monitoring .The

enhancement of the

Corporation's planning

proces s has been identifi e d

as an important focus to

help chart the course for

A new div i sion ha s been formed to be respon-

si ble for strateg ic planning, co rporate ini t i a tiv es ,

evaluat ing acqui sit i on s a nd divest i tur es and p a rt-

nership rela tio n s w ith j oint ventures . The div i sio n

a lso combines various s eparate planning group s

which had opera te d independently under the p r e-

vious busin ess unit stru ct ure . In addition , this

div i s ion will help improve the pr ocesse s use d to

monitor an d evaluat e corporate performan ce

against strategi c goals and objectives .

Lubrizol ' s vision of the future as a realigned

and conso lidated global suppli er can be summariz ed

as follows :

• A high l evel of c ustomer service will continue

to s e t Lubrizol apart f rom the competition .

The organization will become more flexi-

ble in meeting customer needs .

• The company will continue to

require a highly skilled labor force .

• Production volumes will be higher

and throughput increased using more auto-

macrcl and continuous processes .

The company will

have fewer intermediate

k

manufacturing units, but

the same broad range of



Lubrizol's l eade r ship in performance chem - ri or produc ts and servi ce anywh e re in the world .

istry , formulation science , manufacturing , distribu- These capabilities will continue to set the compa -

into the future .company 's business relationships around the

23

The number of individual products manu

factured will be smaller .

world . The strength and scope of these global

activities si gnify Lubrizol ' s ability to provide supe-

tion and customer service is demonstrated by the ny apart from competition and drive its growth



6.,.
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he year 1 993 included many operating

and finan c ial a ctivities to further strengthen Lubrizol

for the Future .

W hile s p ecialty chemical revenues in 1993

in c r e ased 4 percent, earnings per share before

unusual i tems dec reased 8 percent . The company

continued to invest heavily in technology to m ee t

cu s t omer needs for new products , which will benefit

future years . The unusual items inc lude the organi-

zational rea lignmen t , manufa cturing rationalization

and other initiatives desc ri bed e lsewhe re in th i s ann ual

report . They resulted in a special charge of $86 . 3

million and will reduce costs in 1994 and beyond .

In 199 3, Lubrizol repurchased 3 percent of its

stock for $67 million. Funds used for these repurchases

in cluded proceed s from the sale o f one-third of the

investment in Genentech , Inc . These programs will

continue in 1994 . Lubrizol also sold 29 . 5 percent of

Agrigenetics , L . P . to Mycogen Corporation for cash

and additional My cogen stock . This gives the

company great e r flexibility in obtaining maximum

! :~) :'l i ts agribusiness investments .

l : r;de r a currently effe c tive shelf regi s tra-

:: statement , the co mpany has the

,ii ity to borrow up to $100 million

IL -)

;hould the need a ri se . With a low

rcrc ent debt to total capitalization ,

ubrizol is well positioned to meci

Future ca s h needs .

The Management's Discussion

nd Analysis. which follow s, further

iescnnes cnese arverse operating ano

nancial activities .
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ment Gross prof i t (sales l e ss cost of sales)
was $485 . 4 million in 1 993 com-
pared to $490.3 million in 1 992 .

$500 Exc luding the impact of Ag ri genetics
($35 .3 m i l lion in 1992 ), g ross prof it
incr eased by $30 . 4 millio n or 7%

~ primarily as a result of higher aver-
age se l l i ng p ric e s . Gross prof it as a
percen tage of sales was 32 .0% in

300 1993 compared to 31 .2°/a (excluding
Agrigenetics) i n 1992 .

Gross Profit by Sey
(millions)

~ Selling and administrative expenses
decreased $22 .8 million to $158 .5
million . Excluding Agrigenetics

oo ($29 .1 million in 1 992), selling and
administrative expenses increased
$6 .3 million or 4 % . This increase pri-

'89 '90 '91 '92 '93 o marily resulted from the inclusion of

∎
Specialty Chemicals Langer's expenses in 1993 .

∎ Ag ribusin ess Research, testing and development
(technology) expenses increased

$16.8 million to$171 .5 million . Excluding Agrigenetics ($13 .5 million in
1992), technology expenses increased $30 .3 million or 21% . This
increase is a result of higher testing costs associated with customer
test programs to meet new industry performance standards for pas-
senger car and diesel engine oils and automatic transmission fluids .
These standards change periodically as engine and transmission

Research Testing & designs are improved by the equip-

Development by Segment merit manufacturers to meet new
(millions) requirements for fuel economy,

emissions, efficiency, durability and
S180 other performance factors . The fre-

quency quency of these performance
upgrades is compressing the time

I~ 144 cycles for new product development
'~ and has been increasing the com-

pany's technology expenses . This

I 108 high level of technology expense is
likely to continue in the first half of
1994 before beginning to ease as

72 customer test programs are com-
pleted and new products are intro-
duced into the market .

3 6
As a result of the above factors and
increased royalties, after excluding

'89 '90 '91 '92 '93 o Agrigenetics from 1992, total cost

∎ Spe ci alty Chemicals and expenses increased $5 .9 million
more than revenues in 1993 .• Ag ribus in es s

As discussed in Note 17 to the finan-
cial statements, the company recorded a special pretax charge of
$86.3 million in the third quarter of 1993 in connection with manufac-
turing rationalization and organizational realignment initiatives . These
initiatives were developed, formalized and presented by management
to the Boarcd of Directors during the third quarter . The plans will be
implemented over the next several years and through consolidation

North American volume decreased
9% in 1993 from the record levels of

es 'so ^si '92 ' 93 0 volume in 1992 as a result of a

∎ Specialty Chemicals decrease in market sha re . The reve-
• Agribusiness nue impact of this volume decrease

was offset by an increase in sales of
more profi table product s . Int ernatio nal volume increased 6% over
1992 and accounts fo r approximate ly 60% of revenues .
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The Lubrizol Corporation i s a full service supplier of performance
chemicals to diverse markets worldwide . These specialty chemical
products are created through the application of advanced chemical ,
mechanical and biological technologies to enhance the performance
and quality of the customer products in which they are used . The
company develops , produces and sells chemical additives for trans -
portati on and industrial lubricants and functional fluids , fuel additives
and d i vers i fied specialty chemical products .

Prior to December 1, 1992, the company had a separately reportable
Agribusiness segment . That segment included traditional operations
which develop, produce and market planting seeds and specialty
vegetable oils . and also included strategic biotechnology research
and development . As described in Note16 to the financial statements,
on December 1, 1992, the company transferred substantially all of its
Agribusiness segment, other than the specialty vegetable oil opera-
tiors . to Mycogen Corporation and a joint venture partnership formed
with Mycogen. The transferred assets were related to the seed busi-
ness activities of the company's former Agrigenetics division and are
referred to in the following discussion as "Agri genetics ." The agribusi-
ness assets and operations retained by the company are not report-
able as a separate industry segment after 1992 .

7993 Results of Operations

In 1993, consolidated revenues were $1 .53 billion. Consolidated
revenues for 1992 were $ 1 .55 billion which included $88 .6 million of
revenues from Agrigenetics . Excluding the Agrigenetics revenues
from 1 992 , consolida ted revenue s i n creased $61 . 9 million or 4% in
1993 . Higher selling prices of 4 °/o and favorable product mix of 1%
were partially o ff se t by unfavorable cu rrency effects of 2 % and vol-

ume decreases o f 11%, Revenues of Lange r & Company , which was
acqui,ed n January 1993, accounted for the remaining 2% revenue
incre,ise

Revenues by Segment The increase in 1993 selli ng pric e s
(mil l ions) resul ted from price i ncreases whic h

were implemen te d in the fourth quar-
$16W ter of 1992 and from th e introduction

la te in 1993 of higher perform i ng
products to m eet new passenger car'

. 1280 motor oil standards in the U .S . mar-
ket . The company is i mp lementing

~ additional price increases of 3 .5% to
6% on a worldwide basis in the first
quarter o f 1994 to more fully recover

~ the cost s of i ts product technology as
we ll as the costs resulti ng from
increased environmen t al regulations

szo at its facil i ti e s .



As a result of the above factors , income before income taxes was
$119 . 7 million in 1993, a decrease of $57 . 5 million from 1992 . Net
income in 1993 . excluding the special charge . Genentech gain and the
accounting changes discussed below, decreased 9% to $113 . 5 mil-
lion or $1 . 67 per share, from $124 . 6 million or $1 .8 1 per share i n 1992 .

Other income-ne t inc reased $2 4 million in 1992 , pr i mar ily as a re su lt
of a gain on sales of investments of $ 6 .5 million, partial ly offset by the
company's sh a re of losses related to t h e agr i bu siness joint ventu re
formed in December 1992 , and expenses re l ated to c losi ng facil i t ie s in
the m i n ing c hem icals ma r ket . Accord i ngly, combined segment i ncome
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are expected to result in savings from a reduced number of
employees , lower operating costs and a one third reduction in the
number of manufacturing units used to produce i ntermed iate prod -
ucts . When the plans are fully implemented, annual expense savings
are estimated to be approximately $50 m i llion .

During the last half of the year , the company sold approxi mately one
m i ll i on shares of Genentech common stock resulting in a pretax gain of
$42 . 4 m i ll i on . The net proceeds of these sales were used to
repurchase common shares of the company as described under
Working Capital . Liquidity and Capital Resources below .

Other income- net was $ . 5 million in 1993 compared to $11 . 9 million in
1992 . Other income includes the company's share of equity losses in
Mycogen and the agribusiness joint venture . Mycogen recorded
restructuring charges and incurred weather- related problems in the
Midwest which adversely affected agribusiness results . The reduction
in other income was attributable to increased equity losses of $18 . 3
million in Mycogen and the agribusiness joint venture , partially offset
by increased gains on the sale of investments, excluding Genentech ,
of $6 . 7 million .

The eq uity losses re l a te d to Mycogen and the agribusiness joi n t
venture, net of p referred s t oc k div i dends and a gain on t he sa le of
investment , we re $4 . 1 million less in 1993 than the Agngenet ics
operating loss and equi ty losses recorded in 1992 .

The company conducts a s ign i ficant amount of its business and has a
number of operating facilities i n countries outside the United States .
As a result, the company i s subject to business risks inherent in non-
U .S . activities. including political uncertainty , import and export limda-
t i ons, exchange controls and currency fluctuations . The company
believes risks related to its foreign operations are m i t igated due to the
pol it i cal and economic stab i l i ty of the countries i n which its largest
foreign operations are located .

Wh i le change s i n the dol lar v alue o f f ore i gn curren ci es w il l affe ct
earnings from t i me to time , the longer term economic effec t of the se
changes should no t be significant given the company's net asset
exposu re, currency mix and pricing flexibility .

Generally, the income statement effect of changes i n the dollar value
of foreign currencies is partially or wholly offset by the company's
ability to make corresponding price changes i n local currency . The
company's consolidated net income will generally benefit (decline) as
foreign currencies increase (decrease) in value compared to the U .S .
dollar In 1993 . European currencies weakened and the Japanese yen
strengthened resulting in an insignificant net earnings effect .

Interest income decreased $3 . 2 million due to lower average balances
of cash and short-term investments . An increase in borrowings
resulted in slightly higher interest expense i n 1993

Accounting C hanges

As described i n Note 10 to the financ i al statements , effect i ve
January 1 , 1993 , the company adopted SFAS 106, " Employers '
Accounting for Postret i rement Benefits Other Than Pensions ." The
company recorded the cumulative effect of this account i ng change of
$79 .9 m illion before taxes (551 . 5 mill i on or $ . 76 per common share
after taxes) in the first quarter of 1993 . As a result of this accounting
change , postret i rement health care and life insurance costs increased
$8 . 1 million ($ . 08 per share after taxes) in 1993 . This expense i s
allocated among the various cost and expense categories i n the
consol i dated statements of income . SFAS 106 has no effect on cash
flows since the company continues to pay claims as incurred .

As described in Note 8 to the financial statements , effective January 1,
1993 . the company also adopted SFAS 109 . " Accounting for Income
Taxes . " The cumulative effect of this accounting change reduced net
deferred tax liabil i ti es and increased net income in 1993 by $12 . 1
m i ll i on or $ 18 per share . The positive effect of adopting SFAS 109 was
primarily attributable to more favorable treatment of the deferred
income taxes on intercompany profit in inventory SFAS 109 has no
effect on cash flows .

Return on average sha reholders ' equity was 6% in 1993 (1 4%
excluding the special c harge, t he Genentech ga i n and account i ng
changes) . 15% in 1992 and 1 6% in 1991 .

1992 and 1991 Results of Operations

Return on Equity Following is a discussion of t he
(percent) re su lts of operatio n s f or 1992 and

30% 1991 , fi rs t on a summary consol i-
dated basis and then as th e company
h i stori c all y reported its busin ess

24% segments .

In 1992 , consolidated revenues
tees increased $75 .9 m i ll ion or 5% com -

pared to 1991 pr imarily as a result of
r ecord volume i n the Spe cia l t y

12% Chemicals segment . The increased
revenues were part i ally offset by
increased manu f acturing costs in

6% Specialty Chem icals , and h igher
speci alty vegetab l e o i l p roduc t i on
costs , w ith the re su lt that gros s profit

s s so• '91 ' 92 ' 93 0 i ncreased $14 . 7 m il l i on or 3% .

'Retain on Equity is 18% before Gross profit as a percentage of sale s

Genentech yein, was 31 . 7% in 1992, compared to
32 .4% in 1991 . Se l l ing , administra-

tive and technology expense s increased $19 . 7 m illion or 6 % (all in the
Specialty Chem icals segment) . more than offsetting the h i gher g r oss
prof it . A s a result of these fa ctor s and redu ced royalt i es, t otal cost and
expenses increased $5 .8 million more than revenues .



Gross profi t i n creased $21 . 1 m i l lion or 5% compared to 1 991 . The
increase in gross p ro f it resu lti ng fro m h i gher revenues was pa rtially
off ser by hi gher manufactu ring costs tha t refl ected the effec ts o f h igher
volume, increased pensio n and hea l t h care cos ts, c ert ain produc t
recovery cost s a nd environmen ta l costs . As a pe r centage of sal es,
gross prof it d ecreased in 1992 to 31 . 6 % from 32 . 1 % in 1991 .

Selling and administrative expenses i ncreased $7 . 7 million or 6%
primarily due t o higher in ter na ti ona l selling expen se s and h igher pen-
sion and he al th care cos ts . Te c hnology e xpenses inc reased $12 . 1
million or 1 0 % as a r esult of increased opera ti ng and staff ing leve ls

I n 1992, Agribusiness revenues decreased $8 .6 million or 7 % as a
resul t of lower specia l ty vege tabl e oil volume due to more competition
in international mar k e t s and a fire a t a cus tomer 's plan t in Asia . Gross
profit decreased $6 . 4 million or 14 % as a resu lt of the lower s ale s .
cost s associated with i nventory marke t adj ustmen ts a nd h i gher sto r-
age costs . all of whic h related to specialty vegetable oil opera t ions .
Gross profit as a percent of sales decreased in 1992 to 33 .1
compared t o 35 .9% in 1 99 1 .
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was $3.4 million lower in 1992 than in 1991 . As explained in the
segment discussions, this consisted of a $6 .0 million increase in
Specialty Chemicals and a $9 .4 million decrease in Agribusiness . Net
interest income increased $2 .4 million primarily as a result of the
repayment of debt early in the year .

As a result of the above factors . income before income taxes was $1
million or 1 % lower than 1991 . However, the company had a lower
income tax rate in 1992 than in 1991, due principally to increased tax
benefits from foreign dividends, and net income in 1992 increased
$1 0 million or 1 % over 1991 .

In 1991, consolidated revenues increased $23 . 6 million or 2% com-
pare J to 1990 with both of the company ' s business segments ach i ew
i ng record revenues . Gross p r ofit increased $37 . 2 million or 8% over
1990 primarily due to higher average selling prices in Spec i alty Chemi-
cals . Selling , administrative and technology expenses , predominantly
i n the Specialty Chemicals segment , increased $34 . 4 million or 12%
in 1991 and largely offset the higher gross profit .

Other income-net increased $9 million in 1991 primarily because the
prior year included an asset write-off of $9.7 million in the Agribusi-
ness segment . Net interest income decreased by $3 .5 million in 1991
due to lower interest rates and lower average investment balances
during the year.

Income before income taxes i ncreased $3 . 7 mil l ion o r 2% in 1991,
after excl ud ing a $101 .9 m i l lion g ain in 1 990 on the exchange of
Genen tech s t oc k as a result of the me rger between Genentech and
R oche Holdings, Inc ., n et of $5 . 1 mi l lion of re lated e xpenses. How-
ever, the company had a higher effective income tax rate in 1991
compared to 1990 because o f bene fi ts in 1 990 from se ttlements of tax
audits . As a resul t . net income in 199 1 decreased $3 . 4 mil l ion o r 3 %
from 1990, after excludi ng the e ff ects of t he Genente c h transac t ion .

Specialty Chem ica l s Segment

In 1992, the Specialty Chemicals segment accounted for 92% of
consolidated revenues . The segment's r evenues increased $84 .6
million or 6 % in 1992 as a volum e incre ase of 8% a n d favorable
currency effects o f 2% were partially o ff set by u n favo ra ble p roduct
and geographic mix of 4% . Volume was at a recor d level for t he yea r.
North American volume was up 21 % for the year as a result o f market
share gains a nd a comparative ly weak fi rst h alf of 1991 . Int ern at io n a l
wlume, which accou nt s for app roxima tely 60% of revenues, was f lat
for the yea r . Average sell i n g pric es declined sligh tly during th e first
t hree qua rte rs . I n the fourth qua rter, t he company announced price
i ncreases which increa se d revenues for p art o f th e pe rio d .

necessary to meet customer and product development needs relating
to new performance standards for gasoline engine oil effective in July
1993 , and diesel engine oils i n 1994 .

In 1 992, the U .S. do ll ar weakened aga in s t other currenci e s, r esu l ti ng
in a net favorable e ffect on the co mpany when in ternational t ransac-
tions were translated into U .S dollars .

The increase in gross profit was greater than the increase in expenses .
and when combined with a $5 .6 million increase in other income-net,
Specialty Chemicals segment income was $6 million or 3% higher
than in 1991 .

In 1991, Specialty Chemicals revenues increased 1 % as higher aver-
age selling prices (net of mix and currency effects) of 4 % were
partially offset by volume decreases of 3% . Selling prices were
favorably affected by price increases implemented during 1990 in
response to higher raw material costs associated with the Middle East
crisis . The volume decreases were solely in international markets as
shipments in North America for 1991 were at the same level as 1990 .
The worldwide recession weakened product demand and, during the
first half of the year, customers reduced inventory levels which had
been built up in the last half of 1990 during the Middle East crisis .

Gross profit i ncreased $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 . 1% in
1991 from 30.0% i n 1990 .

Selli ng and administrative expenses increased $ 12 .7 m i l lio n or 10 %
primarily due to increases in personnel, higher international se l l ing
expenses and legal expenses associa ted with p rotect ion o f p ropri-
etary tech nology and potenti a l a cqu isi t ion s . Tech no logy expenses
increased $20 .2 million or 19% . This was a result of increases in
testi ng and new pro duct develop ment costs rela t i ng to changing lu br i-
cant standards and testing procedures as well as customer programs
rela t ed to new business opportun i t ies .

In 1991, foreign currencies weakened slightly against the U .S . dollar
resulting i n a net unfavorable effect on the company due to decreased
revenues and expenses when international transactions were trans-
lated into U .S . dollars .

Increased gross profi t was offset by th e h igher e xpenses disc ussed
previousl y, wi th t h e result t h at Special ty Chemi cals segmen t income
was approximately the same as 1 990 .

Agribusiness Segment



The net investing activities incr eased from $88 .2 million in 1992 to
$106 .8 million in 1 993 . Capital expenditures increased $32 .0 million
or 33% in 1993 . The increase in spending over 1992 was equally
attribut able to improvements and additions at the company's WickGffe
facility, environmental projec t s and increases in manufa c t uring
expend i tures . During 1993 . the compa ny expended $40 . 3 mil l ion to
acquire La nger and ce rtain commercial a nd techno l ogy assets of
Great La kes C hemical, S .A . Cas h p roceeds f rom the sale o f Genen-
tech common st ock a n d the sa le o f a portion o f the company's i nte r e st
in i ts agri bu s ine ss joint ventu re were $44 .5 million a nd $7 .0 million,
re spect i ve ly . In addi t io n , the company rece ived $10 . 0 mi ll ion whe n
Mycogen Prefe rred Stock wa s mandat orily redeemed on Decem-
ber 1 , 1 993 .

A special char ge of $86 . 3 m ill i o n recorded in the third quarter of 1993
(see No te 17 to the financi al st atement s) wi ll involve c ash o utla ys o f
approximately $36 m illion ove r the next three yea r s . Parti ally o ff s et -
t in g th e cas h o utl a ys w i l l be c ash savings whi c h a re expected to grow
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Selling, administrative and research expenses were approximately the
same as 1991 . Lower specialty vegetable oil selling expenses and
lower research expenses offset costs associated with the company's
partnership with Mycogen . Agribusiness segment loss increased
$9 . 4 million due to the lower gross profit and the company ' s share of
losses in Mycogen and the agribusiness joint venture .

In 1991, Agribus iness revenues increased 9% to $128 m i llion due to
i n creased spe cia l ty veget able oil volume. Gross profit increased 14
to $45 .7 mi l lion due to higher revenues and improv ed margins . Gross
profit as a percentage o f sales was 35 .9% in 1991 compared to
34 .3% in 1990 . Higher gross profit was partially offset by a 3%
incr ea se in expenses, p ri mar i ly marketi ng .

Traditional operations in t he Agribusiness segmen t con tri buted $7 . 5
m il l io n to seg men t income i n 1991 . Strate gic ac t ivi t ie s, mostly
research, had net expense of $9 . 5 million, re s ulti ng in a n Ag ri business

segment loss o f $2.0 million com-
Operating Cash Provided

Activities pa red to a loss of $14 . 5 m ill ion in

(m illions) 1990. Included in 1990 was a $9 .7
million write-off of receivables and

$225 inventory in the traditional o perat io ns
r elating to thecompany 's for mer aff il-
i at e i n It a ly wh ich wa s unable to mee t

eo its financial obligations to the com-
pany. E xcl uding t his wr ite-off. Agri-
bu siness i mproved $2 8 millio n in

135 1991 compared to 1990 .

Working Capital, Liquidity
so and Capital Resources

The company's cash flows for the
45 years 1991 through 1993 are pre -

sented in t h e conso l id ated s ta t e -
men ts of c ash fl ows . Cash p rov i ded

'ss 'so s~ '92 g3 a from operating activities during 1993
was $162.5 million, an increase of
$27 . 3 m il lion compare d to 1992 p ri-

marily d ue to incre a sed cash flows fro m higher s e lli ng prices a nd the
exc l usion of A grig enetics, which genera te d negativ e c a sh Rows from
operat ions in 1992 .

In 1993 , the net proceeds from the sale of Genentech common stock
as well as cash generated from operations were used to repurchase
common shares of the company . The company repurchased
2,076 .000, or 3% . of its common shares for $67 . 1 m i ll i on compared
to the repurchase of 835 , 000 common shares for $23 . 0 million i n
1992 . At December 31 . 1993 , there was Board authorization remain-

i ng for the repurchase of 3 .0 million common shares . Other financing
activities in 1993 included additional long-term borrowing related to
the acquisition of Langer and to finance a technical facility expansion in
Japan .

As a result of the ac tiviti es discussed above, cash and s hort-term
investments at December 31 . 1993, decreased by 652 . 4 million com-
pared to Decembe r 31, 1 992 .

The company has continued t o sell Genen tech stock during t he first
quarter of 1994 and expects sales to continue during the bala nce o f
the year. The company h eld approximately 2 .0 million shares o f
Genentech common stock as of December 3 1 . 1 993 .

Capitalization The company 's f i nan ci al position
(m i llions) conti nues to be s trong . The r at io of

current ass et s to c u rren t liabilities
W $850 was 2 5 1 at December 31 . 1993,
in compared to 2 . 9 1 at Decembe r 31 ,

_ 1992 . The decrease is primarily
~ attributable to lower cash and short-

term investment balances . Aggre-
gate debt as a percent of total capital-

510 izat i on (shareholders ' equity plus
short -term and long-term debt) was
approximately 9% at the end of 1993

340 compared to 6% at the end of 1992 .
The company's share repurchase
program , which reduces share-

170 holders ' equity , is the primary reason
for this increase .

'as '90 gt 's2 's3 o At December 31, 1993. the company

∎ Equity had unused revolving credit agree-
Long Tam, Debt merits and other credit lines aggre-

gating $55 million. Under a currently
effective shelf registration statement, the company has the ability to
offer to the public up to $100 million of debt securities . Management
believes the company's internally generated funds as well as its credit
facilities and shelf registration will be sufficient to meet its cash require-
ments. Capital expenditures . primarily to provide manufacturing,
administrative and technical support, are anticipated to approximate
$140 million in 1994, including approximately $20 million for environ-
mental projects .



The company is inwlved in paten t litigation with Exxon Corporatio n i n
various countries . Determinations o f liability against the company i n
the U.S . . which is subject to appeal, and against Exxon in Canada have
been made by the courts . Management is unable to predict the
eventual outcomes of this litigation and, therefore, their impac t on
future cash flows is no t known . If Exxon prevails in t he U.S . case,
management believes the company has su fficient financial resources
to meet any resulting obligation and, other than a pot ential one-time
charge against income, the litigation would not have a material adverse
effect on future results of operations . Refer to Note 1 8 for further
information regarding this litiga tion .

1992 1991On Thousands of Dollars)
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to approximately $ 40 million annually when the plans are ful ly imple-
mented. The after-tax impact of the special charge on the balance
sheet at December 31, 1 993, was to reduce working capi t al by $6 .7
million, reduce noncurrent assets by $19 .6 million and increase non-
current liabilities by $25 .4 million .

The Financial Accounting Sta ndards Board has issued SFAS 115,
"Accounting for Certain Inves tment s in Debt and Equity Securities ."
which is effective for fisca l years beginning after December 15, 1993 .
Refer to Note 3 to the financial statements for the effects on the
company's consolidated financial sta tements of adopting SFAS 115 .

OPERATING RESULTS RV BUSINESS SEG M E N T

Revenues :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1 ,433 .358 $ 1 . 348 .804
Agribus i ness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118,890 127 ,502

Total . . . . . . . . . . . . .••--•-- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1 ,552,248 $1,476,306

Gross profit :
Spec i alty Chemica ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 450,967 $ 429 ,902
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,327 4 5,724

To ta l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 490,294 $ 475,626

Selli ng and ad ministrativ e expenses :
Spec i alty Chem icals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 147,653 $ 139 ,947
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,673 32 .471

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 181,326 $ 172,418

Research , testing and development expenses :
Spec i alty Ch em ica ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 139,810 $ 127, 675
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 , 952 16,308

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 154,762 $ 143,983

Segment income (l oss) :
Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 185. 148 $ 179,160
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11,459) (2,030)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 173,689 $ 177,130

Iden tifiable ass ets :
Specia lty Chemica l s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 871 ,401 $ 862,235
Ag ribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,339 158,747
Corporate investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151,380 150,701

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,127,120 $1,171,683

Agribusiness is no longer re po rtable as a separate indust r y seg m ent after 1992

Segment in come is befo r e int eres t and inc o me taxes



Year E nded December 31

1992

$1,544,670
7 , 578

1 .552 . 248

1 , 054 ,376
181,326

154 , 762

1 ,390, 464

1993On Thousands of Dollars Except Per Share Data)

992.275
172 ,418
143 .983

1 ,308 ,676

Special charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (86,303]

Ga in on sale of Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42 .443

Other income - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 537

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.673

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . [4,1 54]

$ 124 ,646 $ 123 ,659

$1 . 81 $1 .79

$1 . 81 $1 .79

$ .85 $ . 81 $ . 77
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I N C o

Net sa l es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,517 .631

Royalties and other revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,869

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .52 5.50

Cost of sa l es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,032 , 199

Selling and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 158,506

Resea rch , test i ng and deve l opment expe nses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 171,540

Total cost and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,362 .245

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

Provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income befo re account i ng changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cumulative effect of accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Per Common Share :
Income before accounting cha nges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cumulative effect of accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Div i dends per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

T he accompanyin g notes to financial st atement s are an integral pa rt of these sta tem e nts

119,651

34.676

64 ,9 75
(39.375)

$ 45.600

$1 .25
[ . 56)

$ .67

1991

$1,467,901
8 ,405

1 ,476 ,306

11,905 9 ,500
7 ,070 8, 748
(3.615) (7 ,738)

177,144 178,140
52 ,498 54,481

124 ,646 123,659



December 31

1993 1992On TI70u5BM1 S of ()p1I8rS)

Assets

Cas h and sho rt-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,220 $ 76, 593
Receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225.603 221,094
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 284.537 272 , 418
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,553 20, 911

$1,182 .580

Liabilities and Shareholders ' Equity

Short -term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,590

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,775

Incom e ta x es and oth e r cur r e n t liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,883

$1 .182.580 $1 .127 .1 20
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Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

P r operty and equipment - at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less accumu lated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Property and equipment - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Investments in nonconsolidated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

568,91 3

1,089,106
651 .471

437 .635

103,246
72 . 786

Tota l current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long -te rm debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Postret i rement hea lth care ob li gation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

Cont i ngencies and commitments

Preferred stock without par value - unissued
Common shares without par value - Outstanding 66 , 590 , 028 shares in 1993

and 68,450,586 shares in 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Ret ained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accumulated translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

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

224,248

55,298
89 .423
70 ,022
11,353

450.344

80,830
683,269
[31 ,863]

732,236

591 , 016

958, 692
583 , 105

375,587

139 , 660
20 ,857

$1,127,120

$ 25 , 140
105 ,237
75 .871

206 ,248

23 ,258

41 ,217
37 ,035

307,758

80,274

759,906

(20 .818)

819.362



Year Ended December 31

1993 1992

$ 1 . 509 ,270 $1 .549.848
1 1 ,293 , 189) (1,361,971)

[61 . 199] (62.576)
6.616 1 2.071
(3,886) (5.245)

4.899 3,036

162.511 135.163

2 ,587
1 8 , 400
(18 , 660)
(53 , 322)
(1 0 .327)

(61 ,322)

(3 ,83
3 .690

(20.000)
(55.883)
(19,235)

(95 , 265)

521

(52.3731

76 ,593

$ 24.220

(1,289) (796)

(49.554) 50,047

126,147 76 ,1 00

$ 76,593 $ 126,1 47

32

THE LUBRVOL CORPORATION

On Thousands of Dollars)

Cash provided from (used for) :
Operating activities :
Received from customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Paid to suppliers and employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Interest and dividends received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Tax refund received , including interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Investing activities :
Proceeds from sale or redemption of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Acqu i sitions and investments in nonconso li dated companies . . . . . . . . . . . . . . . . . . .
Other - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total investing activities . . . . . . . . . . . . . . . . . . . . . . . . .

Financing activities :
Short -term borrowing (repayment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long -term borrowing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long -term repayment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares purchased , net of opti ons exercised . . . . . . . . . . . . . . . . . . . . . . . . . .

Total financing act i vities . . . . . . . . . . . . . . . . . . . . . . . . .

Effect of exchange 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 . . . . . . . . . . . . . . . . . . .

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

61 .494
(127,855)
[40 ,346]

(87)

(106,794)

168
36 ,048
[23.1 46]
(57,608)
[64 ,0 73]

(108.611)

8.512
(9 5,8 1 4)
(2,402)
1,541

(88 , 163)

1 991

$1,480,776
(1 , 265 ,058)

(55 , 1 16)
9 , 960
(7 . 129)
20 ,418
8 ,266

192,117

(82 , 398)
(1 .143)
3 , 589

(79 . 952)



CONSOLIDATED STATEMENTS OF SMARENOLDERS' EQUITY

Shareholders ' Equ ity
Number of Accumulated
Shares Common Retained Translation

Outstand ing Shares Earn ings Adjustment

jln Thousands of DONBrSJ

69 ,396 , 748 $ 75,651 $ 654 ,991 $ 5 ,569

123 ,659

(53 ,322)

(1 ,7 55)

(12,099)

713 ,229 3,814
124 ,646
(55 , 883)

(24 , 632)

(22 , 086)

69 ,031 , 464 77,423

(835 , 200) (957)
254 ,322 3,808

Balance. December 31, 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash d i vidends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tr ansl ation adjustment for 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares - Treasury :
Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sha res iss ued upon exercise of stock options . . . . . . . . . . . . . . . . . . . .

68 ,450,586 80.274 759,906 (20,818)
45 ,600
(57 .608)

(11,045)

[2 .479] 164.629]
3.035

(2,075,645)
215,087

$(31 ,863]
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Balance, December 31, 1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net income for 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash d i vidends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Translat ion adjustment for 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares - Treasury :

Shares purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Balance. December 31, 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income for 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash d i v i dends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Translation adjustment for 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common shares - Treasury :

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

(570,000) (651)
204 , 716 2 ,423

Balance, December 37 , 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,590,028 $80,830 $683,269

Th e a :;com panymg notes to financial statement s are an integral part of these statements



Not e 2 - Inventories

The Financial Accounting Standards Board has issued SFAS 115 .
"Accounting for Certain Investments in Debt and Equity Securities,"
which i s effective for 1994 . SFAS 115 requires that certain invest-
ments i n debt and equity securities be reported at fair value. rather
than h i stor ical cost . When the company adopts SFAS 115 on Janu-
ary 1, 1994, certain of its marketable equity securities will be classified
as available-for-sale . Unrealized gains and losses will be excluded
from earnings and reported net of tax as a separate component of
shareholders' equity until realized . If the company adopted SFAS 115
as of December 31, 1993 . its ava ilable-f or- sale securities would have a
fair value of $105 . 6 million, and gross unrealized gains of $99 . 2 million
would increase shareholders' equity. net of tax, by $64 . 5 million . There
are no unrealized losses .

RESEARCH, TESTING AND DEVELOPMENT - Research , te s t i ng a nd devel-
opment cost s are expen sed when incu rred . Research and develop-
ment expen ses , exclud ing testi ng , were $88 . 5 m i l lion, $91 . 2 m il l ion
and $80.0 million in 1 993, 1992 and 1991, respectively.
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(In Thousands of Dollars Unless Otherwise /nd cafedJ

Note 7 - Accounting Policies

CONSOLIDATION - The consolidated financial statements include the
accounts of The Lubrizol Corporation and its majonty-owned subs id -
iaries . For nonconsoGdated companies (affiliates) , the equity method
of accounting is used when ownership exceeds 20% or when the
company has the ability to exercise significant influence over the
pol i c ies of the i nvestee . Other affiliates are carried at cost . Refer to
Note 16 regarding changes in Agribusiness .

Accourv Ti NC CHANGES - Effective January 1 , 1993 . the company
changed its method of accounting for postretirement benefits to con -
form with Statement of Financ ial Accounting Standards (SEAS) 106
(see Note 10) and its method of accounting for income taxes to
conform with SFAS 109 (see Note 8) The cumulative effect of these
changes in accounting pr inc i ples , net of tax . i s separately reported on
the Consolidated Statements of Income .

INVENTORIES - Inventories are s t ated at cost wh ich is no t in excess of
market . Cos t o f inve n tori e s is determin ed by th e last-in . first-ou t (LIFO)
method in the United St at es and th e first-in, first -out (F IFO) method
elsewhere . The average cos t method is used f o r specia l ty v egetab l e
oi l and, prior t o December 1 . 1992 , o th e r agribusiness invento ry

DEPRECIATION AND AMORTIZATION - Accelerated depreciation
methods are used in computing depreciation on approximately 69%
of the depreciable asse ts . T he remaining asset s are depreciated using
the straight-line method. E ffec t i ve January 1 . 1993, t he company
changed t o the straigh t-line method f or newly acquired machi nery and
equipment in th e United States . Managemen t believes that straight-
line depreciation provi des for a be tter matching of cost s a nd revenues
over th e li ves of the newly acquired assets and conforms to predom i-
nant i ndustry practices . The new depreciation method did no t h ave a
material effect on 1993 net income Amort izatio n o f intangible and
othe r assets is on a s t raig ht -line method over periods ranging from 5 t o
25 years . For i ncome ta x purposes . di ff eren t methods and ra te s are
used in ce rt ai n inst a nces .

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 trans-
lated at weighted average exchange rates i n effect during the period .
Net unrealized translation adjustments are recorded as a separate
component of shareholders' equity .

PER SHARE AMOUNTS - Net inco me per share has been computed by
d iv i d i ng net i ncome by th e average number of common shares out -
s tanding during the pe riod . Net i ncome per sha re has not been
adju sted for the effect of stoc k opt ions as the d i lut i on effect would be
less than 3% in any year. Al l sha re and per sha re data have been
restat ed to reflect the 2-for-1 stock split effective August 31, 1992 .

1993 1992

Finished products . . . . . . . . . . . . . . . . . . . $ 89.817 $ 97 .22 1
P rodu c ts in process . . . . . . . . . . . . . . . . . . 92 .067 85, 640
Raw ma t eria l s and supp l i es . . . . . . . . . . . 102 . 653 89,557

$284 .537 $272 . 41 8

Inven tories on the LIFO method at December 31, 1993 and 1992 were
25% of consolidated inventories . The current replacement cost of
these inventories exceeded the L I FO cost at December 3 1 , 1 993 and
1992 by $4 3 .0 million and $4 6.3 million, respectively .

Note 3 - Investments in Nonconsolidated
Companies

1993 1992
I nves tments ca rved at equity . . . . . $ 59 .909 $ 92,265
Investments carri ed at cost . . . . . . . . . 4 3.337 47.395

$103,246 $139 , 660

Investments carried at equity exceeded the company' s equity in the
underlying book values by $8 . 9 m i ll ion at December 31 , 1992 .

Included within investments in nonconsobdated companies are mar-
ketable equity securities having a book carrying value of $45 . 3 million
in 1993 and $31 . 2 million in 1992 . The fair value of these securities
based upon quoted market prices exceeded the book carrying value
by $136 . 7 million and $138 . 9 million at December 31 , 1993 and 1992 ,
respectively.



Receivables are net of allowance for doubtful accounts of $2 .1 million
in 1993 and $2 8 million in 1992 .

Other Current Assets : 1993
Deferred income taxes . . . . . . . . . . . . . $ 26 .453
Other . . . . . . . . . . . . . . . . . . . . . . . . 6 , 100

$ 34 ,553

Property a nd Equipment : 1993

Land and improvements . . . . . . . . . . . . $ 80 .669
Buildings and improvements . . . . . . . . . 181 . 618
Machinery and equipment . . . . . . . . . . . 727 ,409
Construction in progress . . . . . . . . . . . . 99 ,410

$1 .089.106

1992

$ 75,997
153 ,232
659 .574
69 ,889

$958 ,692

The Marine Terminal Refunding Re venue Bonds have a variable inter-
est rate . The company has entered into an interest rate swap agree-
ment that effectively fixes the interest rate at 6 .5% . The bondholders
may put the bonds back to the company; however, t he bonds are
classified as noncurrent due to a remar keting agreement and credit
facilities which permit the company to refinance for a period beyond
one year. $ 72,786 $ 20 .857
Amoun ts due on l ong-term debt are $2 .3 m ill ion in 1994,$2 .3 mi l lio n in

1 995 . $16 .1 mil l ion in 1 996, $2 . 3 million in 1997, $10 . 7 million in 1998 Accumula t ed amortiza t io n of int angibl e and o ther a sse ts was $14 . 3

and ;i23 .9million thereafter. mill ion a nd $10 . 2 million at Dec ember 31 , 1993 and 1992 .
respectively.

The company has available $55 m illion un der revolving c red it a g ree -
ments and other credit lines which would permit the company to Accounts Payable: 1993 1992

borrow at or below the U.S . prime rate . These facil i ties, which we re Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 06.005 $ 98 ,662
unused at December 3 1 . 1993, may be used to s u ppor t commercia l Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . 10,770 6.575
paper borrowing . $ 116,775 $105.237

1992
$ 24 , 194

17,023

$ 41 .2 1 7

1993
$ 35.070

34 .952
$ 70.022
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Note 4 - Short Term and Long Term Debt

Long-term debt co n sists o f :
1993 1992

7 .875% Industrial development revenue
bands . due 2000 . . . . . . . . . . . . . . . . . . . . $ 1 , 000 $ 1 ,000

6.5% Marine terminal refunding revenue
bonds , due 2000 . . . . . . . . . . . . . . . . 18. 375 18,375

Term loans :
Yen denominated , at 3 . 8% to 5 .8% ,

due 1993 -2002 . . . . . . . . . . . . . . . . . . 24 , 210 19.516
Deutschmark denominated , at 6 . 78% ,

due 1996 13,825
Other (various rates) . . . . . . . . . . . . . . . . . 184 109

57 . 594 39,000

Less current portion . . . . . . . . . . . . . . . . . . . . (2 . 296) (15 , 742)

$55, 298 $23 ,258

Short - term debt consists of:
1993 1992

Current portion of long-term debt . . . . . . . . $ 2,296 $15.742
Loars with terms less than one year . . . . . . 12,294 9.398

$14.590 $25,140

N ote 5 - Other Balance Sheet Information

Receivables : 1993 1992
Customers . . . . . . . . . . . . . . . . . . . . . . . $ 200 .218 $191 ,451
Aff i l i ates . . . . . . . . . . . . . . . . . . . . . . . . . 10 .459 9 . 141
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 .926 20 ,542

$ 225,603 $221,094

1992

$ 7 .228
13 ,683

$ 20,911

Depreciation e xpense was $59.6 million in 1993 .$58 .4 million i n 1992
and $54 .6 m i ll io n i n 1991 .

Other Assets : 1993 1992

Goodw i ll anc other intang i bles . . . . . . . $ 36 .609 $ 15 ,595
Deferred income taxe s . . . . . . . . . . . 25.821
Other . . . . . . . . . . . . . . . . 10 .356 5 .262

The company filed a Form S-3 with the Securities and Exchange Com-
mission which perm i ts t he company to o ffer u p to $100 mil l ion of debt Income Taxes and Other Curre nt

securities i n amoun t s, at prices and on ter ms to be determined at the Liab i l i ti es :

time of offeri ng . The s h elf regist r at ion b e came effecti ve January 12 . Emp l oyee compensation . . . .
. . . . . . . . .1 994 . The deb t sec u riti es would be unsecured senior sec u rities rank- I ncome taxes . . . . . . . . . .

ing equal w i th all other unsecured senior sec u ri t ies of the company . Taxes other than income . . . . . . . . . . .
Other . . . . . . . . . . . . . . . . . . . . . . . . . . .

Noncurrent Liabilities :
Employee benefits . . . . . . . . . . . . . . . . .
Other . . . . . . . . . . . . . . . . . . . . . . . . . . .

1993
$ 30.369

25 .714
9 . 793

27 .007

$ 92 .883

1992
$ 28 . 524

19,184
8 . 893

19,270
$ 75 ,871



Tax at statutory
rate . . . . . . . . . . . . . . . . $ 41,878 $ 60.229 $ 60 .568

Foreign sales
corporation earnings . . . (2.964) (3 ,702) (4 ,042)

Equity mcome . . . . . . . . . . (1 ,551) (1 .955) (2 .405)
Ocher -net . . . . . . . . . . . . . (2 . 687) (2 .074) 360
Provision for

income taxes . . . . . . . . . . $ 34,676 $ 52.498 $ 54,481

Included in o ther income - net for 1993 a re gains o n sale o f invest-
ments of $13 . 2 m illio n and equity tosses of $2 1 . 0 mi l l ion re l ated t o
agribusiness investments . See Note 16 .

36

Mots conti nued

Note 6 -Shareholde rs ' Equity

The company has 147 million authorized shares consisting of 2 million
shares of Serial Preferred Stock . 25 million shares of Serial Prefer-
ence Shares and 120 million Common Shares, each of which is
without par value . The outstanding Common Shares shown on the
balance sheets exclude Common Shares held in treasury of
19 ,605 ,866 and 17 .745,308 at December 31, 1993 and 1992 ,
respectively . The company effected a two-for-one stock split effective
August 31 . 1992 .

The company has a shareholder rights plan under which one right to
buy one-half Common Share has been distributed for each Common
Share held . The rights may become exercisable under certain circum-
stances involving actual or potential acquisitions of 20% or more of the
Common Shares by a person or affiliated persons who acquire such
stock without comply i ng with the requirements of the company's
articles of incorporation . The rights would entitle shareholders , other
than such person or affiliated persons , to purchase Common Shares
of the company or of certain acquiring persons at 50% of then current
market value . At the option of the directors , the rights may be
exchanged for Common Shares, and may be redeemed in cash,
securities or other consideration . The rights will expire i n 1997 unless
earlier redeemed .

Under another share holde r ri ghts p l a n, ea ch h older of Common
Shares has one right to buy shares of Serial Preferred Stoc k for eac h
Common Share held . The rights may become exercisable under
certa i n circum s tances involving actual or potenti al acquisitions of 20%
or more of the company's Common Shares by a person or aff i l i ated
persons. The rig ht s would ent i tle shareholder s, o ther than such person
or affiliated persons, t o purchase shares o f Serial Preferred Stock at
th e purchase price of $1 plus 25 right s per share . The dividend and
redemptio n va lue of th e Se ri al Preferred St ock would be dete rm ined i n
relation to after-tax amoun ts which have been or may be recovered by
th e company from Exxon or it s a ffi l i ates as a resul t o f c erta i n patent
claims . The ri ght s w il l expire in Novembe r 1996 u nless earlier
redeemed .

Note 7 - Other Income and Gene ntech Gain

During 1993 . the company sold 1 .0 m ill ion shares of Genente c h . I nc .
redeemab l e common stoc k for cash . The g ai n rea lized on these
transactions was $42 . 4 million a nd, after tax, contri buted $ . 41 cents
per share t o net income . At December 31 , 1993 , the company held
2 .0 m i ll i on shares of Genen tech redeemable co m mon stock .
Genentech, at its option, may redeem the common stock in whole . but
not in pa rt , a t various redemption prices pe r share ra ng ing from
$53.75 at January 1 , 1994, to $60 at June 30 . 1 995 .

Other income - net consists of the fol lowing

1993 1992 1991
Gain on sales of investments -

exc lud i ng Genentech . . . . . . . $13 , 174 $ 6 ,484
Eq ui ty earn i ng s (l osses) of non -

consoli dated com pan i es (15,966) 1 ,798 $4 ,79 1
Other -net 3.329 3.623 4,709

$ 537 $11 .905 $9,500

Note 8 - Income Taxes

Effective January 1, 1993, the company adopted SFAS 109, which is
a n asset and liability approac h that requires th e recognition of deferre d
tax assets and liabilities for the expected future tax consequences o f
events tha t have been recognized in the company's financial st a te-
ments and tax returns . I n es timating future tax consequences, SFAS
109 generally considers all expect ed future ev ents oth er than t a x law
or rate changes not yet enacted . Previous l y, the compa ny accou nted
for income taxes under SFAS 96, which gave no recognition to future
events other than the recovery of assets and settlement of liabilities at
their carrying value. As permitted under SFAS 109, the company
elected no t to restate the financia l s ta tements of any prior years . The
cumulative effect of adoptin g SFAS 109 at J anuary 1, 1993 incr eased
net income by $12 .1 million, or $ . 18 per share. The effects o f the
change o n both income be fo re income taxes an d the e ffective tax rate
for the year ended December 31, 1993, were not material .

Income before income taxes consis t s of the following :

1993 1992 199 1

United States . . . . . . . . . . $ 68 .673 $ 80 .248 $ 93 ,088
Foreign . . . . . . . . . . . . . . . 50 ,978 96,896 85,052

Total . . . . . . . . . . . . . . . . . . $119,651 $177 . 144 $178.140

The provisio n for inco me taxes con si sts o f the f o ll owing

1993 1992 1991

Current :
United States . . . . . . . . . . $ 31 .560 $ 13 ,981 $ 25 , 169
Foreign . . . . . . . . . . . . . . 34 , 774 37,791 31 .755

66,334 5 1 ,772 56.924

Deferred :
United States . . . . . . . . . . (15,306) 1 .603 (2,084)
Foreign . . . . . . . . . . . . . . . (16 ,352) (877) (359)

(31 . 658) 726 (2,443 )
Total . . . . . . . . . . . . . . . . . $ 34 ,676 $ 52 .498 $ 54 ,481

Foreign taxes include withholding taxes . The United States tax provi-
sion includes the U .S . tax on foreign income distributed to the com -
pany . U .S . and foreign income tax rate changes occurring during
1993 did not have a material effect on the company's provision for
income taxes . The differences between the provision for income taxes
at the U . S . statutory rate (35% for 1993 and 34% for 1992 and 1991)
and the tax shown in the conso lidated statements of income are
summarized as follows :

1993 1992 1 991



1993 1992 1991

Accrued compensation and
benefits . . . . . . . . . . . . . . $42,425 $ 2,791 $ 4 ,424

Intercompany profit in
inventory . . . . . . . . . . . . 11 .208 3,829 3,084

Equity investments . . . . . . . . 7 . 541 978 553
Net operating losses carried

forward . . . . . . . . . . . . . . . 6 , 668
Depreciation and other basis
di fferences . . . . . . . . . . . . (32.555)

Partnership allocations . . . . .
Other -net . . . . . . .

(4,615)
(1 .593)

(28 .238 )
(4 . 841)
5 .312

(33,t26)
(4 .572)
(3 .173)

The company has retirement plans, including non-contributory defined
benefi t p ension plans an d a p rof it s har i ng plan, covering m ost full-time
employees in the Uni ted Sta tes and a t n on-U .S . subsid iari e s . Pension
benefits are based o n years of se rvice and t h e employee 's compensa-
tio n . The company's fu ndin g p olicy in th e Uni ted St a tes is t o contribute
amounts to satisfy the Internal Revenue Service funding standards and
elsewhere to fund amounts in accordance with local regulations .
Several define d benefit plans are unfunded. Plan assets are invested
p rinci p ally in listed equity securities an d fixed income instrume n ts .

Expense for all ret i rement p lans was $25 . 1 m il l ion i n 199 3, $20 . 0
m illio n in 1992 and $13 .3 m i l lion in 1 991 , including p rofit sha ring
con t ributions in the U .S . of $3 . 8 mi llion in 1993 . $3 .9 m i l lion in 1992
and $4 . 7 million in 1 99 1 .

T he company generally i nvests its excess cash i n short-term i nvest-
ments with various ba nks and financial insti t utio n s . S hort-te r m invest-
ments are cash equivalen ts as t hey are pa rt of the cash ma nagement
act iviti es of the company and are comprise d p rimarily of i nvestments
having maturities of less t han three months .
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The components of deferred tax assets (liabilities) as of December 31
are as follows

Net deferred tax assets
(liabilities) . . . . . . . . . . . . $40,075 $(3 1 ,165) $(32,810)

At December 31 . 1 993. certain foreign subsidiaries have net operating
loss carry forwards of $16 million for inco me tax purposes, o f which
$1 1 million expires i n years 1994 through 2002 and $5 million has no
expiration . After eva lu ating tax planning stra tegie s and historical and
projected profitabiliry, the tax benefit of these net operating loss carry
forwards has been recognized as a deferred tax a sset .

U .SS income taxes or foreign withholding taxes are not provided on
undistributed earnings of foreign subsidiaries which are considered to
be i ndefin i tely reinvested i n the operations of such subsidiaries . The
amount of such earnings was approximately $248 million at Decem -
ber 31 . 1993 . Determination of the net amount of unrecognized U .S .
income tax with respect to these earnings i s not practicable . If such
earnings were to be repatriated . foreign withholding taxes of approx-

i mately $16 million would be incurred . A portion or all of such withhold-
i ng taxes may be offset by credits in the United States .

Note 9 - Supplemental Cash Flow Information

The fol l owing is a reconciliation o f net income to net cash provi ded by
(used for) operating activities :

1993 1 992 1991

Net income . . . . . . . . . . . . $ 45 ,600 $124 ,646 $123,659
Deprec iat i on and

amortization . . . . . . . . . 61 .674 62 ,013 59,473
Deferred income taxes . . (32 .751) (37) (2 . 716)
Equ i ty (earn i ngs) losses ,

net of d i st ri butions . . . . 18 .138 2 ,792 (3. 743)
Special cha rge . . . . . . . . 86 .303
Gain on sale of

i nvestments . . . . . . . . . . (55,617) (6,484)
Cumulative effec t of

changes i n a ccounting
pri nciple s . . . . . .. . . . . . . 39 , 375

Change i n current assets
and liabilities :

Rece ivables . . . . . . . (16 ,066) (2 ,400) 4 . 470
Inventori e s . . . . . . . . (14 ,043) (30.807) (14 , 187)
Accounts payable

and accrued
expenses . . . . . . . . 16 ,056 (13 ,693) 1 . 780

Other current assets . . 7 ,359 (316) 15, 304
Increase i n noncurrent

l i a bili tie s . . . . . . . . . . . . . 12 .370 714 1 .554
Other items - net . . . . . . . (5 .887) (1 ,265) 6 , 523

Net cash provided by
operating activities . . . . $162,511 $135, 163 $192,117

See Note 16 which describes transactions with Mycogen involving an
exchange of nonmonetary assets .

Note 10 - Postretirement Benefits



Note s

i oener i t oian s

Fair value of plan
assets . . . . . . . . . $133 , 755 $ 48 , 142 $165 . 152 $ 4 .229

Projected benef i t
ob li gat ion . . . . (140 . 363) (79 . 541 ) (160 . 675) (26 ,914)

Plan assets in
excess of
(less than) pro-
jected benefit
ob li gat ion . . . . . (6 . 608) (31 ,399) 4 ,477 (22 ,685)

Unrecognized net
transition obliga -
tion (asset) (12 . 794) 119 (19 . 297 ) 2 ,907

Unrecognized net
loss (gain) . . . . . . (446) 12 ,049 (2 , 728 ) 5 . 282

Unrecognized prior
serv i ce cost . . . . 17 , 566 3 , 179 20, 205 2. 126

Minimum liability
adjustment . . . . (3 , 177 ) (2 .478)

Accrued pension
asset Q i ab i l ity) . . . $ (2 , 282) $(19.229) $ 2,657 $(14,848)

Accumulated bene-
fi t obligation . . . . $ 88 , 735 $ 70 ,608 $119 ,099 $ 17 .600

Vested benefits . . . $ 83 . 543 $ 67,344 $115.239 $ 14 .675

The company provides certain postret i rement benefits other than
pensions , primari ly health care , for retired employees . Currently ,
substantially all of the company' s full -time employees in the U .S .

Note 11 - Leases

The company has commitments under operating leases primarily for
office space, terminal facilities. l a n d and various o ff ice equipment .
Renta l expense wa s $19 0 mill io n in 1993 , $18 . 3 m il l i on i n 1 992 and
$ 1 6 . 5 mi l lion in 1 99 1 . Futu re minimum rental comm itments under
operating leases hav ing initial or r emai n i ng non-cancelable lease
te rms exceeding one year are $14 .3 m illi on i n 1994 . $9 . 1 million in
1995, $5 .6 million in 1996 . $4 . 4 million in 1 99 7, $2 . 9 mi l lion in 1998
and $21 2 m il l i on thereafter.
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1993 1992 1 99 1

Service cost - benefits
earned during period . . $10,107 $ 9 . 814 $ 7.820

Interest cost on projected
benefit obligation . . . . . . . 16.115 14 . 787 11 .480

Actual return on plan assets (24 .830) (17 , 926) (28 .630)
Net amort izat i on and

deferral 16 .363 5 . 779 15.830

Net periodic pension cost . . $ 17.755 $12,454 $ 6 .500

The increase i n net periodic pension cost for 1993 results largely from
the company's realignment and early retirement programs accounted
for in the special charge (see Note 17) .

The weighted average assumptions used at December 31 were .

1993 1992 1991

Assumed discount rate . . . . 7 .2% 8.0% 8 .1%
Assumed rate of compen -

sation increase . . . . . . . 5.1% 5 .8% 5 .8%
Expected rate of return on

plan assets . . . . . . . . . . . . 8 .5% 8.9% 8 .9%

The funded status of such defined benefit pension plans and the
amounts recogn i zed i n the co n sol id a t ed balance shee t s at
December 31 are a s f ol lows :

1993 1992

Assets Accum . Assets Accum .
Exceed Benefits Exceed Benefits
Accum . Exceed Accum . Exceed
Benefits Assets Benefits Assets

attainment of age 55 a t retirement . Participan ts cu r r e n t ly contribut e
25% to 50% of the cost of such ben ef its . The company's postretire-
ment health care plans are no t funded .

Effective January 1, 1993 , the company adopted SFAS 106 which
requires the company to accrue the estimated cost of retiree benefit
payments during the years the employee provides services The
company previously expensed the cost of these benefits as claims
were incurred . The company has elected to immediately recognize the
cumulative effect of this change i n accounting pr i nc i ple . The cumula-
t i ve effect at January 1, 1993 of adopting SFAS 106 was to record an
increase in a noncurrent liability for the accumulated postret i rement
benefit obligation of $79 . 9 million, an increase in deferred income tax
assets of $28 . 4 and a decrease in net income of $51 . 5 million after
taxes ($ . 76 per share) .

The status of the plans at December 31, 1993 , i s as follows :

Accumulated postretirement benefit obligation :

Retirees . . . . . . . . . . . . . . . . . . . . . $32. 885
Fully eligible active plan participants . . . . . . . . . . . . . . 20 . 866
Other active plan participants . . . . . . . . . . . . . . . . . . . . 38.198

91 .949
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . (2,526)

Accrued postret i rement health care costs . . . . . . . . . . $89,423

The assumed health care cost trend rate used in measuring the
accumulated postretirement benefit obligation was 11 . 25% in 1993 .
with subsequent annual decrements of 75% to an ultimate trend rate
of 6% . A one-percentage-point increase in the assumed health care
cost trend rate for each year would increase the accumulated post -
retirement benefit obligation by approximately 19% and net postretire -
ment benefit costs by approximately 15% . The discount rate used i n
determining the accumulated postreti rement benefit obligation was
7 . 5% .

Net postretirernent health care cost for the year ended December 31 ,
1993 , consisted of the following components :

Service cost - benefits earned during the year . . . . . . . . . . $ 2 , 620
Interest cost on accumulated postretirement benefit

obligation . . . . . . . . . . . . . . . . 6. 724

Net postretirement health care cost . . . . . . . . . . . . . . . . . . $ 9.344

The pos tr etirement hea lth ca re cos ts i ncreased $8 . 1 mi l l ion ($ .08 per
share after taxes) a s a resu lt of adopt i ng SFAS 106 . Post ret ireme nt
health c are expense on a pay-as-you-go basis was $1 8 m i lli on i n 1 992
and $1 .5 million in 1 99 1 .



F i n anci al data by geographic area, based on the location of the
subsidiary wh i ch shipped and billed the product, is as follows :

1992 1991

$ 734 ,273 $ 687 ,654
472 ,982 446,699
178 ,702 173.351
166 .291 168.602

1 , 552 .248 1 ,476 .3061 , 525 .500

Inte -company transfers :
United States 290.487 258,673
Eirope . . . 22 .276 20.657
Far East 496
Other . . . . . . . 26,707 32 ,674

339 .966 312,004

Gross revenues . 1 .865.466 1 .864 ,252
Les~> Intercompany

transfers (339.966) (312 .004)

Consolidated
revenues . . . . . . . $1 , 525 ,500 $1 , 552 .248

$ 105 .591 $ 94.800
58 .781 63. 141
14 ,374 9.493
11 .392 13 .640

(129) 6 .500

190 ,009 187,574

(26 . 754) (25 .790)
(86 . 303)

As a resul t o f the company's ag ribusiness t ransactio ns as discussed in
Note 16, the company's agribusiness activities are no t repor table as
an industry segment after December 1 . 1992 .

(27 . 942)

A description of the company's segments and a summary o f operating
9,500 results and identifiable assets by segment prior to December 1 . 1992,

1 ,0 10 are contained on pages 25 and 29 Following is additional i ndus try
seg ment information :

42,443
537 11,905
(281) 3.455

$ 119 .651 $ 177 . 144 $ 1 78 . 140

$ 63 7 , 9 19 $ 548.60 1 $ 650 .4 10
2 89,649 248,723 283.526
1 43 .542 124.132 132,038
71,651 73,836 80.144
(88.012) (88.619) (159.027)

1,054.749 906.673 987.091
127,831 220.447 184.592

$1 .182 .580 $1,127,120 $1 .171 .683
Corporate assets . .

Total assets . . .

The company has a concen t ration of sal es and receivab l es in the oil
and chemical industri es. The ten largest customers, most o f w hich are
inte rnational oil compani es and a number of which are groups o f
affiliate d entities, accoun ted for approximately 44 % of consolida ted
sales in 1993 and 1992 . and 43% in 1991 . Although the largest single
group accounted f or 9% of sales in 1 993, 10% in 1992 and 11 % in
1991, this group is made up of a number of separa te e nt iti e s tha t the
company believes ma ke independent purchasing decisions .

Export sales from the United States to customers . primarily in Latin
America, the Middle East and Asia, were $119 million in 1993 . $136
million in 1992 and $161 million in 1991 .
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Note 1 2 - Operations in Geog raphic Areas

1993

Revenues from customers :
United States $ 660 ,674
Europe . . . . . 501 , 551
Far East 203 .327
Other . . . . 159 .948

Operating prof i t :
United States
Europe . . . . .
F a r East . . . . . . . .
Other . . . . . . . . .
El minations . . . . .

General corporate
expenses . . . . . .

Spec i al charge . .
Gain on sale of
Genentech . . . . . .

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

Income before
income taxes .

Identifiable assets :
Un ited States . . .
Europe . . .
Fa r East . . . . . . . .
Other . . . . . . . . . .
Eliminations . . . . .

273 ,037
10 ,004

23 ,554
306 , 595

1,782,901

(306 . 595 )

$1,476,306

$ 123 .058
67 .630

7 .927
4 ,675
(7 .718)

195 , 572

Net assets of non-U .S. subsidiaries at December 31, 1993 and 1992
were $326 million and $31 0million, respectively . Net income of these
subsidiaries was $42 million in 1993 . $59 million in 1992 and $50
million in 1991 : and dividends received from the subsidiaries were $34
million . $26 million and $12 million, respectively .

Note 1 3 - Fair Value of Financ ial Instru ments

The company has various financial ins trumen t s, includi ng cash and
short-term invest ments . investments in nonconsohdated companies,
forward exchange contracts for currencies, interest rate swaps and
short- and long-term debt . The company has determined the estima ted
fair value of these financial instruments by using available market
information and appropriate valuation methodologies whic h require
judgment Accord ingly, the use of d i ffe rent market assump tions o r

estima t ion methodol ogies could have a material e ffect on th e esti-
mated fair value amounts . Except for investments in marketable equi ty
securities and inves t ments in nonconso l ida ted companies as
described in Note 3, the company believes that the carrying values of

financial instruments approximate t heir fair values .

The company periodicall y enters into forward exchange co ntrac ts to
manage currency exposure . At December 31 , 1993, t he company ha d
short-term forward cont racts to sell curre n ci e s at various dates during
1994 for $15 .4 million . The value of these contracts is adjusted
monthly to reflect market value, and the gains or losses are recognized
immediately and offset the exc hange adjustment related t o the
exposed currency position .

Note 14 - Business Segment Information

Notes :
A. Int ercompa ny tr a n s fers a r e made a t prices compara ble to n ormal una ffi l l .

ate!d cus tomer s ales for sim i lar produc t s .
B . Affiliated co mpanies are not alloc ated to geographic segm ents .
C. Co rporat e as sets consist o f short - term i nvestments aria investment s i n

a ff iliated compan ies .

Capi tal Depreciation
Expenditures &Amor t izat io n

1992
Specialty Chemicals . . . . . . . . . $89 , 172 $55.024
Agribusiness . . . . . . . . . . . 6 .642 6 .989

$95.814 $62 ,013

1991
Specialty Chemicals . . . . . . . . . $76 .547 $51 . 791
Agribusiness . . . 5 .851 7 .682

$82,398 $59 .473



On December 31 . 1993 . Mycogen Pre ferred St ock was amended to
el i minate the mandatory redemption feature, to c hange the preferen-
tial d i v idend rig hts and to change the ri ght s for conversion into
Mycogen Common Stoc k . As a r e sul t , th e Pre ferred S t ock held by the
company pays cumu l at ive dividends of 5% per year th rough No vem-
ber 30, 1996.8 .5% from December 1 , 1996 t h rough November 30,
2000 ; and the h i gher of 10% or p rime plus 3% per annum thereafter .
At Mycogen's o pt ion , d i v i dend s may be paid i n ca sh or add iti onal
shares of Prefe r red Stock th rough November 30 , 1997 and, the r ea f-
ter, a re payab l e i n cash . Th e company , at i ts option, may convert the
P re ferred Stoc k into Mycogen Common Sto c k at the lower of $17 .96
per share or 1 25% of the market pric e .

Both the 19 7 5 and 1981 Pl an o ptions exp ire th r ough November 1994 ,
w i th an average opt ion price o f $11 .06 . The 1985 Plan o pt ion s exp i re
June 1995 to Novembe r 2003 , w i th an average option p rice of
$23.09 . The 1 991 Plan options expire April 2001 to April 2003, wi t h an
average opti o n p rice o f $3 1 .0 5 .
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notes continued

Note 15 - Stock Options

The 1991 Stock I ncent iv e P la n provi des fo r g ra n ti ng o f opt ions to buy
Common Shares i nte nded either to qu alify as "i ncent i ve stock
options" under the Internal Revenue Code or "non-statutory stoc k
o pt ions " not intended to so q ua l i fy , u p to a n amount equal t o one
percent of the outs t anding Common Shares at the beginning of any
year. p lu s any unused amount f rom prior year s . Unde r the 1991 Pla n,
opt ion s general l y become exercisable 50 % one year after g r ant . 75 °ro
after two years, and 100% after t hree years. and ex p ire u p t o te n year s
after grant . The 1985 Employee Stock Option Plan and the 1991 Plan
also provi de fo r " rel oad op t ions," which are optio n s to pu r chase
additional shares i f a grant ee uses already-o wned shares to pay for an
option exercise. The 199 1 Plan generally supersedes the 1985 Plan,
which replaced the 198 1 Incentive Stoc k Option Plan A 1975
Employee Stock Option Plan exp ired by i ts terms in 1985 . Options
remai n outstanding and e xercisa ble under the 197 5 Plan, the 1981
Plan and the 1985 Plan . The op tion price under al l pl an s is the fair
marke t value o f t he shares on the date of grant . All plans pe rm i t or
permitted the gran ting of s tock appreciation rights in connection with
the grant o f options, and the 1991 Plan a l so permi ts t he gra nt of
restricted and unrestricted shares . In adddion, the 1 991 Plan provides
for an automatic annual grant to each outside director of the company
of an option to purchase 2 .000 Common Shares, with terms generally
comparab l e to employee st ock o pt ion s .

I nformation regarding thes e op tion p la ns is as follows :

Number of Shares

1993 1992 1991
Outstanding ,

January 1 . . . 2 .147 .263 1 . 970.446 1 .671 .602
Granted at $28 . 13 to
$33 . 75 per share . . 624.546 596 , 290 620,380

Exercised at $10 . 97 to
532 - 81 per share . . . . (394 , 178) (407,697) (313,796)

Surrendered at $16 66
to $33 . 34 per share . (38 .756) (11,776) (7 . 740 )

Outstanding .
December 31 2,338,875 2 , 147 , 263 1 . 970,446

Exercisable.
December 31 . . 1 , 341 ,767 1 ,210 . 767 1 . 014 . 556

Available for grant .
December 31 . . . . . . . 1,816,751 1,718 .036 1 .612.230

Note 16 - Transactions with Mycogen Corporation

In separate transactions, the company transferred on December 1,
1992 , certain of its Agribusiness assets to Mycogen Corporation in
exchange for 2 ,294,590 shares of Mycogen Common Stock and
$39 . 4 million par value of Mycogen Series A Preferred Stock . The
remainder of its Agribusiness assets, plus cash of $4 . 6 million , and
exclusive of specialty vegetable oil operations, was transferred to
Agrigenetics . L . P, a partnership with Mycogen, in exchange for a
49% partnership interest . There was no gain or loss resulting from the
transaction The company's investment i n the partnership was
recorded at $40 . 8 million , which represented 49% of the net assets
transferred . The investment i n Preferred Stock was recorded at $39 . 4
million par value , which was its fair value as agreed by the parties at
the transaction date . The investment in Mycogen Common Stock was
recorded at $13 .1 million which was equivalent to the remaining book
value of net assets transferred .

On December 3 1 . 1 993, the company sold 29 . 54% of Agrigenetics,
L.P to Mycogen in exchange for cash of $7 .0 million and 2,000,000
shares of Mycogen Common Stock . The addition al shares of Com-
mon Stock were valued at $2 0 . 5 m il lion a nd increased the company 's
ownership of the outs tand i ng Mycogen Common St ock f r om 25% to
32 % . Mycogen liqu idated Agr i genetics, L .P into a successor corpora -
tion named Agri genetic s Inc . (" AGI") and issued to the company AGI
common shares representing a 1 9 46 % owners h ip in te res t .

The company has the right to convert, at any time, some o r a l l of i ts
interest in AGI into Mycogen Common Stock . In addi t ion, on or after
November 30 . 2000. the company may require Mycogen to pu r-
chase , and Mycogen may requ ir e the company to s ell , some or all of
i ts t he n remainin g in tere st in AGI fo r ca sh . The company and Mycogen
have agreed the value for the conversion or sale of the company's
i n ter e s t in AGI will no t be less than $21 . 4 mi l l ion nor more than $26 . 3
million .

On December 1, 1 993 . Mycogen mandatonly redeemed $10 million of
the Preferred Stock for cash . Effective December 31. 1993, the
company transferred $3 .0 million of Mycogen Preferred Stoc k to AGI
to sett le claims regarding the asset valu es o f th e Agribusiness trans-
ferred assets .



The company has prevailed in a separate case brought in Canada
against Exxon's Canadian affiliate . Imperial Oil, Ltd ., for infringement
of the company's patent pertaining to dispersant, the largest additive
component used in motor oils . A 1990 trial court verdict in favor of the
company regarding the issue of liability was upheld by the Federal
Court of Appeals of Canada in December 1992, and in October 1993 .
the Supreme Court of Canada dismissed Imperial Oil's appeal of the
Court of Appeals decision . The case has returned to the trial court for
an assessment of damages, which management believes should take
9 to 12 months . A reasonable estimation of the company's potential
recovery cannot be made at this time .

The organi za t ional realignment re l ates t o t h e consolidat ion of t he
company's nonmanufacturing activities. This portion o f the special
charge is approxima tely $30 million and includes $1 5 million for
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The company uses the equity method of accounting for its investment
in the Common Stock of Mycogen whic h includes AGI ( formerly
Agrigenetics, L .P). In 1991, Mycogen was accounted for by the cost
merhod Other income -net inc l ude s the following amoun ts re lated to
these investments

1993 1992
Equ i ty losses . . . . . . . . . . . . . . . . . . . . . . . $(20 ,997 ) $ (2 , 708 )
Pre ferred di vidends . . . . . . . . . . . . . . . . . . . 1 ,975 164
Gain o n sale of investments . . . . . . . . . . . . 13 , 174

$ (5,848) $ (2 . 544 )

At December 3 1 . 1 99 3, t he book carry i ng values of the company's
investments aggregated $41 .3 mi l lion for Mycoge n and AGI Common
Stock and $28.5 million for Mycogen Preferred S tock .

The consolidated financial statements include the following summary
resu l ts of opera t ions of the ag r ibusiness t ra n sferred asse ts for 1 992
(eleven months) and 1991 :

1992 1991

Total revenues . . . . . . . . $88.575 $87,616
Tota l cost and expenses . . . . . . . . . . . . . . . (95 , 903) (95 ,435)
Other income (expense) - net . . . . . . . . . . (1 , 021 ) 1 , 025

(8 .349) (6.794)
Intercompany items . . . . . . . . . . . . . . . . . . 2204 5.050

Segment loss . . . . . . . . . . . . . . . . . . . . . . $ (6 . 145) $ ( 1 . 744)

The company has a Technology and Development Agreement with
AGI whereby the company has a commitment to provide a minimum of
$9 million of funding over the next four year period to support the
development of plant varieties to produce specialty oils . The company
retains exclusive commercial rights with respect to the resulting spe-
cialty oils .

Note 1 7 - Special C harge

The company recorded a special charge of $86 .3 million ($ .83 per
share after tax) in the th ird quarter of 1993 in connection with manufac-
turing rationalization and organizational realignment initiatives . The
manufactu r ing rationa l i za tion pl an wi l l be implemented over the next
several ye ars and through consolida t ion is expec t ed to result in cos t
savirgs from a reduced number o f em pl oyees, lower operating costs
and f ewer manufacturing u n it s u sed to produce i ntermediat e prod ucts .

Approximately $56 million of the special charge is related to the
manufacturing rationalization of which $33 million relates to asset
write downs, including $25 million for the shutdown of manufacturing
units used to produce intermediate products . The remainder of the
manufacturing rationalization portion of the special charge relates to
expected employee reductions at manufacturing locations through
early retirements, equipment cleanup and dismantling, employee
relocation and other transitional costs

emp l oyee relocation and ear l y retirement . T he remainder of this po r-
tion of th e special charge rela te s to asset wri te - downs of $ 1 3 m illion,
prima r ily in the company's ag rib u sine ss investments, and accrua ls for
transitional costs .

The special charge will involve outlays of cash of approximately $36
million, primarily for the early retirements and employee relocation
expenses of which approximately $ 4 million was expended during

1 993. and approximately $1 4 million will be expended in 1994 .

Note 18 - Litigation

On November 18. 1993, a federal court jury in Houston, Texas .
awarded Exxon Corporation $48 million in damages in a patent case
brought, in 1 989, aga i nst the company . The damages awa rd r e lates to
a December 1992 verdict that the company willfully infringed an Exxon
patent pertaining to an oil so l uble copper additive component . On
February 1 8 . 1 994 , the t ria l co u r t judge doubled the damages amount
and awarded prejudgment interest, court costs and additional attor-
neys' fees to Exxon . The total amount o f the judgment, inclu ding
previously awar ded attorneys' fees, is $ 1 29 millio n . The company has
obtai ned a bond to stay enforcement of t he j udgmen t pending the
company's appea l discussed below .

The original December 1992 finding of w i ll fu l infringement, as we l l as
t hat jury's determination that the paten t is valid . remains on appeal to
t he United States Court of Appeals for the Federal Circuit Co u rt i n
Washington, D.C., which has jurisdiction over all patent cases . Oral
argumen ts on t his appeal were held on December 6 , 1993, and a
decision may be forthcoming in 1 994 . This decisio n could reverse o r
modify the judgment against the company . In addition, the company
has the right to appeal the February 1994 damag es award to the same
court in Washington, D .C. The company's manageme nt co n tinues to
believe that it has not infringed the Exxon paten t and that the pa t e nt is
invalid . Based on the advice o f legal couns e l, management be l ieves
tha t the December 1992 trial court judgmen t will not be up he ld on
appeal . Therefore, no amoun t rela t ed to the judgment has been
recorded in the company's financial statements .
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To the Shareholders and Board of Directors

The Lubrizol Corporation

We conducted our audits in accordance with generally accepted
auditing standards . Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether
the financ i al statements are free of material m i sstatement . An audit
includes examining , on a test basis , evidence supporting the
amounts and disclosures in the financial statements . An audit also
includes assessing the account i ng princ i ples used and significant
estimates made by management , as well as evaluating t he overall
financial statement presentation . We believe that our audits provide
a reasonable basis for our op i nion .

Cleveland, Ohio
February 18 . 1994
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A 111111111IT Ow! ' RE PORT

We have audited the accompanying consolidated balance sheets
of The Lubrizol Corporation and its subsidiaries as of December 31,
1993 and 1992, and the related consolidated statements of income .
shareholders' equity, and cash flows for each of the three years in
the period ended December 31, 1993 . These financial statements
are the responsibility of the Company's management . Our respon-
sibility is to express an opinion on these financial statements based
on our audits .

rnOn, such consolidated financial st a t ements p reser
fairly, in all material respects , the financial position of The Lubrizol
Corporation and its subsidiaries at December 31 , 1993 and 1992 ,
and the results of their operations and their cash flows for each of
the three years in the period ended December 31 , 1993 in confor-
m i ty with generally accepted accounting principles .

As discussed in Notes 8 and 10 to the financial statements, in 1993
the Company changed its method of accounting for income taxes to
conform with Statement of Financial Accounting Standards
("SEAS") No 109 and its method of accounting for postretirement
benefits to conform with SFAS No . 106 .



Dec. 31

$368,996

$116,4 1 4

$ 34,107

$ 34 , 107

$•5 1
$.5 1

!/n Thousands of Dollars Except PerShar e Data)

$392 ,236 $390,819

$121,625 $129,225

S 31,342 $(15,905)

$ 31 ,342 $(15,905)

1993
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $365,580

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $118,168

$ 35 ,431

$ (3 . 944)

$• 52
$(-06)

$ .4fi $(.24)
$.4fi $(.24)

$357,868 $369,932 $35 4,801 $343, 1 79
57,033 44,783 7,576 9,498

$4 1 4,901 $4 1 4 ,715 $362,377 $352,677

$103 ,394
(468)

$102,926

$ 19 ,019

$ .28

$102,181
(286)

$101 .895

$ 16 , 725

$ .24

$123,1324
16, 164

$139,988

$ 44 ,806

$-65Net i ncome per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ . 64
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March 31

Income before a ccounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Net income per share :
Before accou nting change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1992
Net sales :
Specia l ty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Gross profit :
Specia l ty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Agribusiness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tota l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Three Months En ded

June 30 Sept. 30

$121 , 568
23,917

$145,485

$ 44 ,096

In the h e rd qu arter of 1993 , the company recorded a s pec i al c ha rge decreasing net income $56 .1 million ($ . 83 per share ) .

I n the chard and fourth quarters of 1993 . the company recorded Genentec h gai ns increasing n et in co me $13 . 1 million ($. 19 pe r share) and $14 . 5 million ($ . 22 pe r s hare) respectively.

Most of the sale s of th e Agribusiness segmen t were made during the first half of the y e ar, and o pe r a ting losses we re recor ded i n the th ird and f ourth q ua rters as a result of incurring operating

expen ses with low sale s Agribusiness' cost o f sales in clude s c ertain period cos ts and , therefore , may ex ceed sa le s .n a qu arter wh ic h has low volume .

All sha r e an d per s hare data have been restated to reflec t the 2-for- 1 stock spli t effected on Augu st 31 . 1992 .



Y

1993 1992

(43.604) 15,360

119,651 177,144

34.678 52 .498
[39,375)

$ 45,600 $ 124 ,646

$ .67 $1 . 8 1
.85 .81

87 ,708 68,966

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

Consolidated Statement of Financial Position
Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 568 .913 $ 591,016
Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224.248 206,248

4.613
6 .616

66.590
$ 11 .00

4 ,609
6 .822

68,451
$ 11 .97
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(In Thousands d Darte rs Except Per Sh

Summary of Operations

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

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

Selling , administrative , research , testing and development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Changes in accounting principles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

$1 ,525,500 $1,552,248

1 ,032 .199 1,054,376

330,046 336,088

1 ,362,245 1,390,464

Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Property - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other asset s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less :

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net assets - Sharehol ders equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Number of employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Numbe r of shareho l ders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common Shares outstanding (in thousands) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shareholders ' equity per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

All share and per share data have been restated to reflect the 2 fw-1 stock split e ffected on A uoust 31 . 1 992

344.665
437 .635
176.032

958 ,332

55 ,298
159.445
11 .353

$ 732 .236

6 %
$7 , 182,580

168.201
59 ,595

384 ,768
375 ,587
1 60 , 517

920,872

23 .258
41 . 217
37 , 035

$ 819 ,362

15%

$1,127,120

98.216
58,435
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The Common Shares of T h e Lubr i zo l
Corpo ration are listed o n the New York
Stock Exchange under the symbol LZ
The number of shareholders of record
of Common Sha res was 6 ,576 as of
February 1 0, 1994 .
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Transfer Agent, Registrar,
and Dividend Disbursing Agent

Society National Bank
Corporate Trust D i v i s ion
PO . Box 6477
Cleveland . Ohio 44101 -1477
(216) 737 -5745
(800) 542 -7792

Annual Meeting

The Annual Meeting of Shareholders will
be held at the Clarion Hotel & Conference
Center, Eastlake, Ohio, on April 25 . 1994

Form 10- K

The Form 1 0-K Annual Repo rt t o the
Securiti e s an d Exchange Commission
will be availabl e April 1 . A copy may be
obtained without charge upon written
request t o the Se cr et ary o f the
Corporat io n .

S hare holder Information
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L . E . COLEMAN
Chairman of the Board and
Chief Executive Officer

W G . BARES
President and Chief Operating Officer

EDWARD F BELL
Retired President and Chief Executive
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PEGGY GORDON ELLIOTT
President of The University of Akron .

DAVID H HOAG
Chairman, President and Chief
Executive Officer of The LTV
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Officer of LTV Steel Company . The LTV
Corporation is a diversified company
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THOMAS C MacAVC7Y
Professor of Business Administration,
Darden School, University of Virginia
and Retired Vice Chair-man of the
Board of Coming . Inc ., a d i versi f ied
glass and glass products company .

WIWAM P MADAR
President and Chief Executive Officer
of Nordson Corporation , a compa ny
which manufac tu res and markets
i n d ustri al equ ipment , along with the
software and application technolog ies
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RICHARD A . MILLER
Retired Chairman and Chief Executive
Officer of Centerior Energy
Corporation , an electric utility holding
company with operating subsidiaries in
Northern Ohio,

RONALD A M ITSCH
Executi ve Vice Presiden t , I n du stri a l a nd
Consumer Sec tor and Corpora te
Services of 3M , a manu factu rer of
produc t s for industrial, c ommercial ,
health ca re and consume r markets

RENOLD D . THOMPSON
Vice Chairman and a Director of
Oglebay No rton Company , a raw
materia ls and G rea t Lakes marine
t r a nspor t a t ion company .

KARL E . WARE
Chairman and Ch i ef Executive Officer
of Ware Industries . Inc ., a company
which designs , manufactures and
markets a broad range of specialty wire
forms and steel components .
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LUBRIZOL
29400 Lake l and Boulevard

Wickl iffe . Oh io 44092
(216 ) 943 -4200

PRINCIPAL SUBSIDIARIES
AND BRANCHES
Lubrizol A .G. (Switzerland)
Lubrizol Australia
Lub r izo l do Bra si l Ad i t i vos. Ltda .
Lubrizol Canada L i mited
Lubrizol de Chile Limitada
Lubrizol Espanola, S .A .
Lubrizol France S .A .
Lubrizol Gesellschaft m . b . H .

(Au stria)
Lubrizol G .m . b . H . (Germany)
Lubrizol Great Brita i n Lim i ted
Lubrizol International Inc .
Lubrizol Internat i onal

Management Corporat ion
Lubrizol Ital i ans , S . p .A .
Lubrizol Japan , Limited
Lubrizol Korea
Lubri zol Limited ( England)
Lubrizol de Mexico, S . de R . L .
Lubrizol Overseas

Trading Corporation
Lubrizol S .A . (Belgium)
Lubrizol Scandinavia AB
Lubrizol Servicios Tecnicos
S . de R . L . (Mexico)

Lubr izol South Africa
(Pty. ) Limited

Lubrizol Southeast Asia
(Pte .) Ltd . (Singapore)

Lubrizol de Venezuela C .A .

Gate City Equipment
Company , Inc .

Langer & Company G m . b H .
(Germany)

SVO Spec i alty Products, Inc .

TECHNICAL CENTERS
Atsugi, Japan
Hazelwood, England
Wickliffe, Ohio

AFFILIATES
Lubrizol India Limited
Industries Lubrizol S .A .

de C .V. (Mexico)
Lubrizol Transarabian Company

Limited (Saudi Arabia)
C.A . Lubricantes Quimicos

L.Q. (Venezuela)
Solub Product Application

Laboratory (Russia)

MANUFACTURING PLANTS
PainE'SVIlle, Ohio
Bayport, Texas
Deer Park. Texas
Atlanta, Georgia
Culbertson, Montana
Sydney, Australia
Rio de Janeiro . Brazil
Niagara Falls. Canada
Bromborough, England
LeHavre, France
Rouen, France
Mourenx, France
Ritterhude, Germany
Bombay, India
Kinuura, Japan
Apodaca, Mexico
Yanbu, Saudi Arabia
Jurong. Singapore
Durban, South Africa
Valencia . Venezuela



2 9 4 0 0 L a k e I a n d B o u l e v a r d
W i c k I i f f e O h i 0 4 4 0 9 2
2 1 6 9 4 3- 4 2 0 0

LUBRIZOL
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