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E N GI N E OIL ADDI TIVE S FUEL PRODUCTS

URIYELI NE OIL ADDITIVES 0 INDUSTRIAL PRODUCTS

~ ADDITIVE COMPONENTS BUSINESS DEVELOPMENT

CHALLENGING OPE RATING CONDITIONS TEST BOTH VEHICLE AND
DRIVE R IN THIS SCENE ON THE ICE FIEL DS PARKWAY, EAST OF J A SPER,
ALBERTA, CANADA .

AB O U T THE CO MPANY
The Lubrizol Corporation is a leading full-service supplier

of performance chemicals to diverse markets «orldwide . These

specialty chemical products are created through the application

of advanced chemical, mechanical and blologica] technologies

to enhance the performance, qualin• and Va_[Lle of the products

in which they are used .

Founded in N-28 in Cleveland, Ohio, the company now

operates m:uiutac1uring and blending, facilities, laboratories and

offices staffed by more than =+,500 employees around the world .

Even with the canipanvs long history and acknowledged

market leadership, its products arc still relam'e]V unknown to

consumers. Yet Lubrizol products are a vital component in the

achievement of consumer satisfaction with the smooth,

dependable, efficient and environmentally compatible operation

of vehicles arid equipment vorldwidr . Indeed, consumers are

the bond which unites lubricant and fuel marketers, original

equipment manufacturers (OEMs) arid additive producers .

Cullaboracion arid cooperation among everyone invok-cd 'In

the industry are directed toward developing new rechnologi

and solutions which ultimately benefit the consumer . Emphasis

is on safeguarding the environment, fuel economy, extended

durability and determining both the primary and secondary

effects accruing from the use of lubricants and fuels .

Lubrizol is a recognized leader in specialty additive systems

for lubricating oils used in gasoline and die-SCI engines, for

automatic transmission fluids, gear oils, marine and tractor

lubricants . The company also supplies specialty products for

industrial fluids, fuel addi[ives and process chemicals . [n addition,

it develops prrtormancr chemicals for specialized markets .

Lubrizol work-,,,, with its customers to achieve their product

performance gu,fls in the most effective, timely and cost-efficient

manner. [is commitment is to provide top qUaliFY products and

services to meet both consumer and cnvironment:fl demands .
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OPERATIONS :

I :rvrnues . . . . . . . . . . . . . . . . . . . . . . . . $1,599.0

Net income before unusual items' . . . . . . . . . . . 148.8

Net income per share before unusual items= . . 2.26

Dividends per share . . . . . . . . . . . . . . . . . . . . . . . . . .89

Research, testing and development expense . . . 165 .5

Return on shareholders' equity before
unusual items` . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19% 14%

NET NCOME Imilliulsl
[BEFORE GENENTECH GAINS . AND 1993 I S BE FORE
ACCOUNTING CHANGES AND S P EC I AL CHARGE .]

L $150

1 8%

14%

zo

26%
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909FIF]1'
OTHER :

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . $160.5 S l2? .9

Shares Outstanding at December 3 1 . . . . . . . . . . 64.9 66.6

Number of employees . . . . . . . . . . . . . . . . . . . . . . . 4,520 4,613

'( ;reedsieal irerru are Grnentec{, gains and 19f13 ;pe~i .el ~fiar~e ~»ed ~~r .~untrug changes .

COMMON SHARE PRICE HISTORY

1994 1993

High

i„l s t quart er $38

2nd quarte r . . . . . . . . . . . . . . . . . 36A

3rd quarter . . . . . . . . . . . . . . . . . . 3G !~,

i th quarte r . . . . . . 34

High

S31 '<.

34 :':

36

i 6 ;~

Low

$2G;

28 %

29

30 '.. .

L ow

$32 ;Xm

3 3 %~
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NET INCOME PER SHARE'/
DIVIDENDS PER SHARE

2.00
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90 91 92 93 94 O

IS DIVIDENDS PER SHARE
E N ET I N CO ME P E R SHARE

'BEFORE G E NENi EC H GAINS AND 1883 IS 6-ONE
ACCOUNT I NG CHANGES 0.N0 SPECIAL CHARGE,

FINANCE HIGHIGHTS
In .41il1innu h_crrpr her chart and Employee Dam) 1994

,1,725.5

113.5

1 .67

.85
171 .5

FINANCIAL POSITION :

l 'Mal asset-,, . _ . . . . . . . . . . . . . $1,394.4 $1,182.6

Debt as a percent of capital . . . . . . . . . . . . . . . . . . 17% 9°/o

Shareholders equity . . . . . . . . . . . . . . . . . . . . . . 832.0 732 .2

7%

314/0

,35 9io

5%

(4°10)

90 91 92 93 94 0

$2.40



TO OUR STOCKHOLDERS

~ .~

`~ .

five was to return to historical c.tnt-

ings per share growth and, for

1994, to grow operating earnings

per share by 25 percent . W'e

achieved this goal with net laconic

per share, excludintg investment gulls,

increasing .1 5 percent for the year .

4 percent, 35 percent, 53 percent

and G S percent in the first thrOugh

fourth quarters resprrti%•ely,

List year, we reported that

changes occurring at Lubrizol in

1993 were a catalyst For Future

growth . We are pleased to report to

YOU that the company is keeping

that commitment and that, 'In

1')9A . Lubrizol achieved record

revenues and operating income .

Higher revenues from increased

p ri ci ng a nd new product in[ruduc-

tions, lower expenses and better

res ul ts from our iwribusiness

investments enabled LubrUul to

resume its earnings growth in 1994 .

The earnings growth was the

result of progress in implementing ;

the strategic initiatives announced

last year. We will br discussing those

initiatives in this report . Our objec-

Consolidated revenues for

199 were $1 .6 billion, while

consolidated re venue s for 19 43

Were b 1 .53 billion . For the year,

worldwide additi vr shipments were

up slightl}• from the prior year.

Consolidated net income in 1994

was; $ l ~ S .G million, or S2.67 per

share, and included after-ux gains

of S ?6.8 million . or S .til per share,

from 111C C,(111C11LS . In

1993, cconsolidated net in come was

$45 .6 milli o n , o r $ .67 per share,

and Included the et3crt of changes

i n account i ng princip les for poscre-

rirement health care benefits and

income taxes, a special charge for

organii-itional realignment and

manufacturing ra [i onal iy-i[ion and a

gain from the sale of investments.

Excluding, investment gains md

1993 special items, net income in

1994 wwas wl - + ;i .ti million, or S _' ._'6

per share, compared with 1993

net income of $l 13 .) million, or

1 .67 per s hare .

Lubrizol gain ed p rofit

momennim :u the Year progressed .

Year-over-Year, qL1aFterlV earnings

per share comparisons, excluding

unusual ireins, showed increue~, of

∎
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ACHIEVED. WE

ALSO IMPROVED

OUR RETURN ON

EQUITY TO NEARLY

20 PERCENT,

WHICH WAS OUR

OBJECTIVE.

increased 4 percent, despite a

3 percent decline in additive ship-

merits compares{ with the second

half of 1993 . Improving price,

product rnix and currency effects

onset lower volumes and resulted in repurchase program in both 1993

and 1994 .worldwide additive price increases

in the First quarter of 199 to

recover these higher raw material

costs .

OUR FIRST
COMMITMENT IN

1994 WAS TO

GROW EARN INGS

PER SHARE BY

A MIN IMUM OF

25 PERCENT, AND

THIS WAS

Revenues in the first half of 1994

increased 6 percent largely as a result

of a 5 percent increase in additive

shipments due to additional spot

sales to certain international cus-

tomers . Lubrizol also implemented

additive price increases in the tirsi:

quarter of 1994 to Incite fully recover

the costs of product te chnolo gy, as

well as costs resulting From increased

environmental regulation require-

ments at our facilities . Gross profit

margins improved in the first

half due to the higher shipment

volumes and prices . Selling, testing,

administrative and research expenses

in the first half declined slightly

from the level in the previous year,

which al so contributed to hi gher

operating income . Late in the

first half of 1994, the company,

began to be i n ipaL-ued by kgher raw

material costs .

Revenues in the second half

better gross profit maroios . Selling,

testing, administrative and research

expenses declined 2 percent in

the second half. For the full year,

these expenses amounted to

S324.9 million, ~,, decline of

2 percent . Technology, spending

declined to 10 .4 percent of sales in

1 994 from 1 l .3 percent of sales

in 1993, Another significam :

contributor to our higher second

haJFearnings .vas the improved

returns from our agribusiness

investments. For the year, these

investments lost $ .02 per share

compared with a loss of 5 .1 :i per

share last year.

Higher raw material prices

continued to impact the company

in the second half of the year

and increased about 7 percent

compared with die prior year.,Ve

were able to manage the near-term

impact of these higher raw material

costs through good expense control .

However, these raw material

increases will have along-term

effect on earnings, if not recovered

through higher additive prices_

Therefore, Lubrizol is i mplementing

Quarterly dividends were

increased 4.5 percent during the

fourth quarter to $23 per share,

yielding an annualized rate of $ .92

per share. This is the eleventh

consecutive year in which dividends

were raised . Dividends paid in 1994

Totaled -~ 58,G million .

During the year, the company

repurchased 2 .01 million of its ou(-

standing shares . At the end of 1994,

1 .03 million shares remained in the

current repurchase authorization .

KEEP I NG COMM ITM ENTS

C)ur first conunicmenc in

1 994 was to grow earnings per

share by a minimum of 25 percent,

and this was achieved . VG'e also

improved our return on equity to

nearly 2 0 percent, which was our

objective. Share repurchases have

been ati important factor in meeting

these commitments . Lubrizol has

repurchased 4 million shares

during the past rwo years and over

19 million shares during the last

ten years . Proceeds from the sale of

our Genentech investment have

been used to supplement this share



We expect our share repurchases These operating expenses were $5

to continue in 1995, as will our sale mill i on below last veu.and, in addi-

S?0 to $25 million .

After our organizational

realignment, the company condensed

its business development activities

into the areas described elsewhere

in this report . These activities

accounted for approxiitiateh- $1 40

million of revenues in 1994 .

pass/Fail ratio on engine testing has

improved . We are also making good

progress in simplifying our product

line . At the beginning of 1994, we

offered over 2,500 prcducts, but

just 20 percent of those products

accounted for 80 percent of gross

profits . During 1994 . we eliminated

approunrueh• 800 low volume and

lore profit products-

,Selling and administrative expenses

were held flat with the prio r year .

nr c ;enencech stock .

W'c significantly improved the

results from our agribusiness invest-

menus iii 1994 . During 199 2 and

1993, we restructured our agribusi-

ness segment through transactions

involving transfer of a majority

interest in Agrigcnecics Company

to Mycogen Corporation. Lubrizol

now has a remaining 19 .5 percent

inreresc, as well as holding 6 .1 mil-

lion shares of Mycogen Common

and $30 million of Ibhcogen

preferred Stock . [n ianuary 1994,

we also announced a marketing

alliance between Our SVO Specialty

products subsidiary and Carj;il[, Inc .

to Increase interest in and accep-

tance of Our high oleic sunflower

nil pi oducts in the marketplace .

One of the strengths of our

business operations this Year has been

our focus on managing spending.

1echn i cal spending dec l ined

to $165 .5 million for the year.

tion, the growth rate in manufactur-

ingcosts has declined is a result of

our r. tti unaliz t tion i n itia ti ve.

In 1993, we announced that

Lubrizol was eliminating its busi-

nc,,s unit structure and realigning

i ts act iv iti es i nto o n e comb ined

organization . \Ve also implemented

i n itiatives to more effectively matiage

our manufacturing activities world -

wide, to increase the timeliness and

effectiveness of new product develop-

ment and to create a simplified and

rationalized line of products .

Results from all of these iniria-

rives have been excellent . We are

making good progress in reducing

the time required to complete new

Customer programs . Sample blend

times have been reduced and the

\Ve committ ed to reduce the

[lumber Of LUbrizol's Individual

component production units by

one-third over a three-year period .

These actions were taken to

improve manufacturing efficiencies,

as well as blending and deliven

capab i lities without sac rifi cing

cu s tomer servi ce. We completed

abou t one- half o f these unit reduc-

tions, with the remainder to he

completed by the end of 1996 .

Last year, we estimated the

combined benefit from the above

initia t ives to be a nnual cost sav in gs

of $50 million by 1996. For 1 994,

the combined savinps of these

initiatives were estimated to be



In April . William D. Manning commercial development and

retired as Senior Vice President financial strength . We are commit-

STRENGTHS OF

OUR BUSINESS

OPERATIONS THIS

YEAR HAS BEEN

OUR FOCUS ON

MANAGING

!;PENDING .

Lubrizo l .manufacturing efficiency,

March 15, 1995

compam• .

ONE OF THE

Key business development product

areas include process chemicals,

where revenues consist mainly of

sales of our A .V9P S`" monomer that

i s us ed in acrylic fibers, water trcat -

mcncand oil field ch emica l . . ]n

1994 , we doubled manufacturing

capacity for AMPS monomer to

increase availability of this product .

In 1993, we acquired [ .a nger

& Company as part of our strategy

to grow our coating additives

business . This has been a Successful

acquisition, and our sales to this

market have been strong . We are

now realizing the produce and mar-

ker synergies which we set our to

achieve. Sales from our Gate City

Equipment subsidiary have also

been strong, due to higher demand

for in-line blending equipment at

refineries . And hnalh-, we are hr,, in-

ning to sell our new synthetic

refrigerant lubricants into the

market for non-CFC compressors .

Sales in 1994 were about S4 Million .

DIRECTORS AND OFFICERS

In February 1994, Robert W

Scher retired as Senior Vice President

after 39 years of service with the

after 31 years of service with the

company. Also in Apri l, R . Jo hn

Senz resigned a:s Senior Vice

Presiden t a f ter 3 I years of service.

In April, 1. Alun Thomas was

elected Vice President .

OUTLOOK

Lubrizol today is prepared and

well positioned for growth within

its industry. ' I'hc theme of t hi s

year's annual report is Achieving

Global Consumer Satiffaction .

Lubrizol is un i quely qualified to

meet this challenge through a

combination of product technology,

red to continue to serve our

customers, shareholders and the

communities in which we operate .

Our financial objectives of a

minimum I () percent annual earn-

ings per share growth mid 20 percent

return Oil C(ILMY' are Consistent mid

achievable, and we are Obviously

pleased to have been able to report

the company's record performance in

1994 .

On be h al f of the Board of

Directors and all of our employees,

we thank you for your investment,

commitment and confidence in

L E C OLEMAN W. G . BARES

C .h .urni .~n of d1r Bu.1n1 President



HE ROLE Of ADDITIVES [OR LUBRICANTS AND FUELS

In 1994, Lubrizol spent approsi-

matelY 10 percent of revenues

developing and testing technology to

meet new and anticipated higher per-

formance requirements for lubricants

and fuels. These higher standards are

occurring even-where in the world

and are driven by the need for lower

emissions, better fuel economy,

greater efficiencies and improved

durability in :ill ty pes of equipment .

PASSENGER CAR MOTOR OILS

Emissions legislation in the

United States and elsewhere has man-

dared reduced automobile emissions

to improve air quality. This, in turn,

has driven the OEMs to new low

emission engine technology and

improved emission control system

performance . These engine designs

have better efficiency, higher power/

density ratios, higher operating tem-

peratures and improved Fuel economy .

This is coupled with improved com-

bustion catalyst function, increased

emission contr(-A system durability

and better emission monitoring

system control .

Oil markecers are able to enhance

the performance of these engines and

emission systems in various ways

with the help of advanced lubricant

additive packages . Oil markeuers, for

example, can achieve superior wear

control, which is fundamental to

engine performance, engine life and

emissions control, and is essential in

keeping engines "tight" Oils can be

formulated to he more compatible

with combustion catalysts, leading

to longer catalyst life and reduced

emissions . Energy conserving oils

prop ide lower fuel costs and improve

air qualin . Oils with improved low

temperature properties provide better

protection during frigid temperature

ccmdicions, as do oxidarivelti- stable

oils ax high temperatures .

Lubrizol continues to provide the

advanced additive rechnology necessary

to meet the product performance

demands of oil marketers and con-

sumers . The company commercialized

a new generation of passenger car

engine oil additives in late 1993

which meet the requirements of the

new API SH specifications . These

additives deliver improved wear,

oxidation and deposit performance in

passenger car engines, plus superior

engine cleanliness .

Lubrizol's products are vital

components in achieving consumer

saristarrion in the operation of motor

vehicles and equipment around the

world . Lubrizol additives contribute

to smowh, dependable and efficient

vehicle and equipment operation and

play an important role in making

such operations rnvirorunrntallti•

compatible . Although Librizol is an

acknmvledgrd market leader, its

performance additive products are

typically invisible to consumers .

'IixLtvs cAnisurnersarc the ultimate

Focus oflu6ricant and fuel marketers,

original equipment manufacttirers and

additive producers. All participants arc

directing their combined efforts toward

developing nc%v technologies and solu-

ficros which will benefit the consumer.

'['his includes emphasis on safeguard-

ing the environment, increasing fuel

economy, extending product dUrabilirly

and examining both the priman . and

secondary effects of new lubricants

Mid fuels .



LUBRIZOL

PERFORMANCE

ADDITIVES ARE

V ITAL COMPONENTS

IN ACHIEVING

CONSUMER

SATISFACTION I N

THE OPERATION

O F MOTOR VEHICLES

AND EAUIPMENT .
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LUBRIZOL

I S PROVID I NG

ADVANCED ADDITIVE

TECHNOLOGY

FOR NEW DIESE L

ENGINE LU BRICANTS

BE I NG INTRODUC ED

I N 1 995 .



THE S OLE OF A DDITIVES FOR LUBRICANTS AND FUELS

devices such as the continuously

slipping torque converter clutch

(CSTCG} . At the same time, vehicle

designs have become more aero-

dynamic to reduce wind drag and

enhance heel economy. This reduces

air flow across the drivetrIllin, resulting

in substantially higher operating

temperatures in the transmission .

11

lubricants .

HEAVY-D UTY DIESEL ENGINE OILS

Issues impacting the diesel

equipment industry in the 1990s

include exhaust emissions control

and operational costs . The challenge

to the industry is to redesign

engines and lubricants proactively

to satisfv increasingly stringent

emissions requirements and expec-

tations for extended maintenance

intervals -all without compromis-

ing durability. Constantly increasing

operating costs in the transportation

industrv require fleet operators to be

aware of even- possible cosy-saving

measure. Lubritanrs are selected on

the basis of their quality, pertonu,uice .

warranty, handling, supplier service

and overall value .

In 1995, nnew API CG-ti diesel

ngine lubricants are being intro-

Iticed by oil marketers . These

uhricLuIts address the needs of low

mission engines operating at high

[cilizuion on low sulfur fuels .

The lubricuirs arc forniulated

specifically for ] 994 Four-stroke,

low emission diesel engines . As

with passenger car engine oils,

Lubrizol is providing advanced

additive technology for these new

17 71 e results of this combined

effort on the part of OEMs, oil

marketers and additive producers are

reduced particulate and nitrogen

oxide (NOx) emissions and de-3ner air .

AUTOMATIC TRANSMI S S IO N FLUIDS

Modern vehicle and transmis-

sion designs continue to evolve to

bring improved perform,,uice, quality

and satisfaction to she consumer .

However, these new designs have

placed increased performance

requirements on the automotive

transmission fluids which are vital

to their operation .

A key driving force behind

many of the current design devel-

opments is the continuing need for

improvements in fuel economy .

This is being achieved through

increased use of e l ectronic controls

for transmissions, as well as new



TH E J OIE Of ADDITIVES [OR LUBRI CANTS A ND F UELS

system concept .

this more severe service and, as

previously mentioned, biodegradable

hydraulic fluids are being evaluated .

groundwater and crops. This

situation prompted Lubrizol and a

The design changes to the vehicles

and their transmissions have

challenged the performance of the

automatic transmission fluid (N IT) .

Low temperature fluid Haw, oxidation

stability and die proper balance

between power transfer and "shift

feel" are among the performance

issues which must be add ressed with

improved add i tive tec hnology.

.Again, 1ALbrizol has been the leader

in providing this advanced tecfmiology

to sacish• the evolving needs of o il

marketer> . OIA l 1 and consumers .

AUTOMOTIVE GEAR OILS

The grates[ op portunity to

achieve consumer satisfact i on with

automotive gear oil additives has

been in the commercial vehicle

segment. Here, as with diesel engine

oils, the emphasis has been on

productivity improvements and

operating efficiencies . Extended

warranties and oil drain intervals arc

achieving lower maintenance costs

and fas t er maintenance turnarounds

in fleet operations . A si ngle lubricant

for both mutual transmissions and

differentials produces inventory

efficiencies in a total driveling

The new generation of ther-

mal]}, stable lubricants has greater

steal compatibility and, therefore,

less leakage discharge and environ-

mental pollution in use. Extended

drains and service also result in

lower used oil disposal costs . New

wide-range niultigrade gear oils

provide improved heel economy

and lower fleet operating costs .

I n summary, Lubrizol's additive

technology enables gear lubricants

to meet more severe s ervice

requirements by Providing improved

dermal sLabilicv and thermal

durability, sell compatibility, score

protection, surface fatigue protection

and synchromesh performance .

FARM TRACTOR FLUIDS

Increased awareness of the

need for preserving the environment

has motivated the development of

several new environmentally

compatible lubricants . Vegetable oil

based lubricants are environmentafly

friendly because of their farming

crop origin, as well as being readily

biodegradable if spilled .

Agricultural and industrial

equipment are uniquely suited to

using vegetable oil based lubricants,

since this equipment operates close

to the environment . The lubricant

can come ill contact with the soil,

leading OEM to participate in a

joint project which has resulted in

the first successful canc la based

tractor h ydraulic fluid . This fluid is a

universal tractor transmission oil and

can directly replace mineral oil

lubricants in the -axle, transmission,

brakes and hydraulic system .

The company has also intro-

duced its new Lubriwp~'(i(}0 series

of vegetable oil blending stocks .

These oils find application in tractor,

industrial and rvo-cyclc equipment

where biodegradability is requirLd .

These blending stocks are beingsold

exclusively to our oil company

customers in area of Europe where

biodegradability is being mandated

by local legislation .

INDUSTRIAL OILS

Addi t ive technology for indus-

trial oils is totally directed toward

i mproving the environment and

protecting worker health . Product

segments include hydraulic oils,

metalworking fluids and grease .

Hydraulic oils are used in off-

highway equipment, and leakage is

a potential problem- FAlUipment

builders are developing better seals

and smaller reservoirs to help limit

such leakage. Both fluids and

additives need imp roved durability in



FUEL ADDITIVES

BENEFIT CONSUMERS

BY HELPING TO

ACHIEVE CLEANER

A I R . B ETTER FUEL

ECONOMY AND

REDUCED ENGINE

MA INTENANCE

COSTS .
40,

-A .



LUBRIZOL IS

fSUPPLYINGNEW

GEAR O I L ADD ITI VES

WHICH MAKE IT

POSSIBLE FOR - '-,`

r t ~ ~ TRUCK ANDB U S - -

FLEET OPERATORS

TO USE A SINGLE
` t .

LUBRICANTFOR ~c .~.
S~\ `}

BOTH MANUAL

TRANSMISSION S

AND DIFFEREN TI A L

~ .. y
GEARING. x
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THE SOLE Of ADDITIVES fOR LUBRICANTS AND FUELS

Clean air regulations in the

United S ca r e s have mandated low

sulfur di esel fucl, reformulated

gasoline and the use of deposit con -

trol additives in all United States

gasoline . Similar regulations are

developing in Europe and other parts

of the world. OEMs have responded

with more efficient engine de s ign s

having low e r tailpipe emissions,

while consumers continue to demand

good vehicle power, durability-, heel

economy and driveabiliry .

The pace of fuel additive devel-

opment has increased mid progressed

From carburecor cleanliness to

injector deposit control, int ake valve

deposit control and finally to com-

bustion chamber deposit control .

Lubrizol is working with

equipment builders, fuel refiners and

marketers to pro vide the necessary

additive technology to meet these

rryuirement s . In addition to

gasoline additives, the company, has

introduced new diesel fuel detergent

technology for improved cleanliness .

Cleaner air, better fuel economy

and reduced maintenance remain

she primary objectives .
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FUELS

Fuel additives benefit she con-

sumer br helping to achieve cleaner

air, better hicl economy and

reduced engine maintenance costs .
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-1rtahvorking fluids are facing

increased government regulati ons

due to the potential for the worker

coming in contact with the fluid.

Increased knowledge and awareness

of the potential hazards of various

chemicals has resulted in the reduc-

tion and/or elimination of chlorine,

secondary amir.es, barium, boron

and biocidc/hin,icides in metal-

working fluids . Fluid life is being

extended by increased use of chemical

and/or mechanical methods. Fluid

aesthetics, such as color and odor,

ale are becoming more important,

eSp C C I11 ll 1' in the Japanese and

Southeast Asia markets .

Lubrizol i ., working with its

customers to minimize the impact

of environmental contamination by

carefully selecting additive raw

materials and supporting improve-

ments in the working environment .

The company is also helping to

achieve hi ,hrr performance using

longer drain intervals and resource

conservation .



NE PROMISE Of THE DEVELOPING BUSINESSES

Creams, soaps, etc .

operators .

Lubrizol, together .vith Linger,

will continue to provide new benefits

I n addition to Lubrizol's well-

established additives for lubricants

and fuels, the company is a participant

in other specialty chemical markets .

Several of these discipl i nes directly

address consumers needs and

desires fo r quality products which are

environmentally compatible .

Examples of products included

iii Lubrizol's business development

division are :

SPECIALTY MONOMERS

A~ti~9['S" ~ monomer is a highly

reactive monomer capable of imparting

a number of distinerive high-

perfor-mance characteristics to a wide variety

of pol ymer products .

New applications for AMPS

mo11omer Continue to he developed .

For example, AMPS monomer is an

ingredient in latex based coatings and

adhesives where it provides exceptional

stability. Consumers also will find

this Lubrizol product in cosmetic

applications, serving as a very efficient

skin lubricant in hand lotions, body

AMPS misnome r, because of it s

lubricin• and anti- coagulant character-

istics, i s also u sed in various medical

applications, particularly in coating s

for medi cal d ev ices that conic in

contact with 1i.1-Sue, blood and other

b ;oEl a ids .

COATING ADDITIVES

Specialty chemical technology in

Lubrizol's Coating Additives group

emphasizes the needs of rodaY's

consumer w ho expects, more than ever

before, to be supplied wi th produc ts

which Lire safe and environmentally

sound . Lubrizol coating additives

technology improves the physical

properties of coatings . Lubrizol's rech-

nology also provides improvements in

adhesion and corrosion resistance for

coatings applied to metal . The primary

use of Lubrizols coating additives is in

indu s trial coatings. The acquisition

of Langer & Company in 1993

supplemented Lubrizol 's exi s ting lines

of 1RCOG E[ .'o theology cont ro l

additives, IfZCOSPERSE (~' di sp ersants

and adhesion promoters. Ianger 's line

oh Lr1NCQ-u 'AX"' micronized

waxes are used in prem i um coat in gs

for applications such as high quality

wood and metal furniture .

to customers in the form of

expanded product lines and world-

wide resourcc .

SYNTHETIC REFRIGERANT LUBRICANTS

Although CF(;S have been

used for many years in refrigeration

and air conditioning compressor

systems, their adverse effect on the

ozone layer has resulted in increasing

regulation of their use .

To address the need for refrig-

erant lubricant technology that will

allow replacement of CFCs,

Lubrizol is developing and market-

ing synthetic refrigerant lubricants

and additives for compressors using

H FC refrigerants . These new l ubri-

canrs can be found in home appli-

ances, such as refrigerators, freezers

and dehumidifiers, as well Is com-

mercial and industrial refrigeration

and air conditioning applications .

DIESEL EMISSIONS CONTROL

To comply with ccrtain facets

of the Clean Air Act amendments,

the United States Environmental

Protection Agenev (EPA) has estab-

lished particulate emissions standards

for diesel engine manufacturers arid
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THE PROMISE Of THE DEVELOPING BUSINESSES

clean burning of the parriculates at

. .''~ engine exhaust temperatures .

The company expects to com-

meriialire its emission control

system to fleet operators ~world\vldc .

OTHER BUSINESS DEVELOPMENT AREAS

In addition to the hour major

product cater ones previously

described, Lubrizol participates in

several other promising business

development areas .

Lubrizol's tiX'O specialty'

~egzrihle oil products continue to

`~--4 provide a viable alternative to

mineral oils .

In the petroleum refinen,

chrmic:ils market . Flozul" additives

from Lubrizol improve paraffin

control during the refining process,

thus creating more usable fuel

products and reducing costs .

Another product, Sulfr7aA;" is a

specialty chemical which trcars a

catalyst with an initial laycr of

sulfur in order to facilitate initial

scarC-up, of refinery processes .

i
environmental compacabilin• .

- i;

M

~ifhr

11L~17--i'---

`A,

`- ~ ~ -

Luhri7.o1 has developed unique

additive and filter technuleg which

can be used bY bus Fleet operators

to meet cl ean ai r standards i n re tr ofit

applications . This technology

provides a simple system which

collects engine exhaust particulates

in a filter. A specials- chemical

additive promo-es the continuous

1-uhrizol's Gate City

Equipment Company assists cus-

tomcrs in complying with environ-

mental regulations by providing

highly reliable precision metering

equipment for the petroleum and

chemical InclUstlics .

New applications are being

investigated for Lubriwl:s elec-

trorheological fluid technology .

This includes the development

of an advanced vibration control

system for truck seats which will

contribute to dri ver safety: comfort

and health .

The company's Mycogen

agribusiness investment also is

primarily enaironmentalk, driven,

focusing on biopcsticide manage-

ment of insects using environmrn-

cally compatible biochemical

techniques .

The direction of the company's

business development initiatives

will maintain its consumer focus,

with a strong commitment to

enhance performance and



HE GOAL OF RESPONSIBLE CASE `

on

11-safety of rmployers, customers and

neighbors and that it will protect the

environment .

The backbone of the Responsible

Care initiative is best described in the

six areas where the chemical inclustrY

will focus its improvement efforts.

these areas are called the Codes of

Management Practices and include:

s u pports and mainta in s customers'

confidence in the qUalin' of Lubrizol

products .

Lubrizol continues to he a strong

supporter of the chemical industry-',S

initiative to continually improve its

health, safm, and environmental

performance world .+•idr . This initiative

is called Responsible ( : :err .

l .uhrizol has connn,i<ied to be a

recognized leader in conducting its

business according to th e principles o f

the global Responsib l e ( ;are init i ative .

This commitment has evolved directly

from one of its fundamental corporate

philosophies w h i ch goes back to the

found ing of the company over 65

years This philosophy states that

I . ul,rino l W ill the hr a lch and

• COMMUNITY AWARENESS AND

EMERGENCY RESPONSE

• DISTR I B UTION

• EMPLOYEE HEALTH AND SAFETY

• POLLUTION PREVENTION

• PROCESS SAFETY

• PRODUCT STEWARDSHIP

These Codes ut Management

practices support the company's efforts

to meet public expectations beyond

regulatory requirements .

Full implementation of these

Codes forms the basis for continuous

improvement . Annual sel f-assessments

are conducted at all Unitcd States

facilities to support this i niplementa-

cion effort .

The results of Luh riu)I's 1994

e•It-assessments are shown in the

chart below .

Lubrizol continues to progress

toward -management practice in

place- in all six ('odes . [his progress
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MANAGEMENI'S D ISCUSSION AND ANALYSIS Of f INANCIAI CONDITION AND HESUI1S Of O PE RATIONS

Gross profit (sales less cost of sales) increased 7% to $520 .7 million
in 19`)4 from $485 .4 million in 1993 . The improvement in gross

profit was primarily attributable
to the positive effects of implc-

GflOSS PROH~ 8Y SE6MENi Imiilionsl meriting selling price increases,
$ bOO new product introductions and

growth from business develop-
ment activities . These improve-
merits were partially offset by
higher material costs in the sec-

'500

400 and half of the year and higher
manufacturing costs . Gross Eirot-
it as a percentage of salts

300 -1101 increased to 3' ~" :o in I ~)~J4 from
~?.0~'~, in 1903,

In 1994, the company achieved record revenues and results of
operations. As discussed below, the primary factors contributing to
l I)'7,+ results were higher average selling prices, lower research, test-

Selling and administrative expenses increased less than 1% to
$159 .5 million in 1994 . This increase is significantly lower than
the company's previous historical cost trend because of lower legal

The Lubrizol Co rporatio n i s a full service supp l ier of performance
chemicals to diverse markets worldwide . These specialty chemical
products are created through the application of advanced chemica l ,
mechanical and biological technologies to enhance die Perfor-
mance, quality and value o f the products in which they are used .
The company develops, produces and sells special", additive sys-
teins for gasoline and diesel engine lubricating oils, for automatic
transmission fluids and for gear oils, and marine and tractor lubri-

cants. The company also supplies specialty products fo r industria l
lubricants and functional fluids, fuel additives and diversified spe-
iial[y chemical producis .

Prior Lo Urcembcr 1 . 1992, the company had a separa[eh•
reEmrt,thlr Agrihu,iness segment . That segment developed, pro-
LluCcLl and marketed planting seeds and speci :ilt,~ vegetable oil,, and
also conducted strategic biotechnology research and development .
As described in Note I (, to the financial statements, the company
transferred substantially all of ins Agribusiness segment, other than
the specialty vegetable oil operations . to M .ycogen Corporation and
to a joint venture formed with Mvcogrn . The transferred assets are
referred to in the following discussion as "Agrigenetics ." The
agribusiness assets and operations retained by the company are nor
reportable as a separate industry segment after ]99' .

I n 1993, the company began in i t i atives to eliminate its separate
business uni t structure and realign activities into one combined
organization, consolidate Intermediate production activities,
improve the timeliness of product dr velopmenc , simplify its prod-
uct o fferings and co ntinued the restructuring of its agribusiness
ltl \ ' l'S [I17C[1 CS .

As discussed in Note 1 7 to the financial statements, the company
recorded a special pretax charge oE$8b .3 million in the third yuar-
rer of 1993 primarily for the manUfACtUring rationalization and
organizational realignment initiatives . When suhstanciallr ram-
plrtr in 1996, the number of intermediate production units will
have been reduced by one-third, and the number of employees ",ill
have been reduced b

,
y approximately S`!n . Through December 31,

1994, [hr company has completed approximate] * N, one-half of the
production unit reductions and two-thirds of the employee reduc-
tions. Approximately $22 million has been expended since the
third quarter of 1993 implementing the initiatives, primarily for
employee reductions . Future cash expenditures of _n?4 million are
estimated to be necessary to complete implementation of the ini-
tiativrs . 'I'hcse initiatives reduced the rage of incrr .ise in 199,4 costs,
as compared to historical trends, which resulted in estimated sav-
ings in 1994 of $20 to $25 million. These savings resulted trooi
fewer employees, lower operating costs and reductions in the num-
hrr of manufacturing units . When fully implemented, annual sav-
ings are expected to approximate $5 (0 million of which 540 million
will represent cash savings .

1994 RESULTS OF OPERATIONS

{{ fVfNHfS BY SEGMfN1 ITullionsi ing and development expenses
s+eoo and better results from agribusi-

ness investments .
In 1994, consolidated revenues

1280 ti%ere $1 .6 billion, an increase of
ti~ ; .5 million or 5'?b from 1993 .
his increase was comprised of

960 r°io higher average selling priers,
including currency, and I'?6 vol-
ume increases . Average Selling

aaa prices increased primarily as a
rc•tiult of price increa-ws and new
product introductions. The com-

,ZO pany implemented price increases
in the first quarter of 1994 to
inure full y recover the costs of

90 91 ,z 93 g, 0 product technology and the costs
8 SPECIALTY CHEMICALS rrsultin g from increased require-
? A G RI9USINE35 Illents of environmental, health

and safety regulations at the com-
pan%I,s facilities . Higher performing products, which carry higher
selling prices, were introduced late in 199 to meet new passenger
car motor oil standards in the L .' .5 . rnarkrrs .

Raw material prices increased dur-
ing the last half of 1994, and at
year-end were approximately '0"r

100 higher than the prior year.
Additioiiallyt plant operating costs

90 91 92 93 94 0 to complt. with changing environ-
iPECIALT' CHEM1CAl6

wannosM saa mental, health and safety regula-
tions have continued to increase .

The company was able to manage the near-term impact of the high-
er raw material costs through operating expense control, However,
these higher material costs will impact future earnings if not recov-
ered through higher prices ; therefore, the company is implementing
worldwide price increases of 5')o to ?'?v in the first quarter of 1995 .



expenses and a decline in the number of employees as a result of
early retirements related to the company's realignment initiative .

Research, testing and development expenses (tcchnolog- expenses)
clc :rcasrd S(, .I million or 4 °~) to $165.5 million in 1994 . This

decrease is primarily attributable
HENNCH TE511NG & to completion in early l99,+ of
DEVELOPMENT BY SEGMENT Imillioosl testing required for passenger car

s,ao motor oil specification upgrades,
the decline in the number of
cmplo}res resulting from

realign- ment and increased efficiencies in
the product development process .

Primarily as a result of the aho V r
108 factors, consolidated revenues

increased $38.8 million more
than the increase in total costs

72 and expenses in 1994 .

The company Cnn6nurd its [)I()-
grain of selling its Investment in

36 Genentech common stock .
Dur i ng 1994 and 1993, respec-
tively, the company sold 869100

40 s 1 s 2 s3 s. 0 and 1 .00 1 .776 shares of
∎ SPECIALTY CHEMICALS
AGRIBUSINESS G l' 1l e llt eC El common stock result-

ing in pretax gains of X41? mil-
lio n and y - +_' A million . The net proceeds of these sales were used
to repurchase common shares of the company .

Other income-net increased $6 .8 million primarily due to
improved equity earnings from the company's invcscmcni : in
1.lvcogen . including its agribusiness joint venture, net of a gain on
she sale of an agribusiness investment in 1993 .

I7C company conducts a significant amount of its business and has
;i number of operating facilities in Countries outside the United
States . As a result, the company is subject to business risks inher-
cnt in non-U .S . activities, including political unccrtainr}', import
and export limitations, exchange controls and currency FlurIua-
tions . The company believes risks related to its foreign operations
ar mitigated (file to the political and economic stability Of the
countries in which its largest foreign operations are located .

W'hile changes in the dollar value of foreign currencies will affect
earnings from time to time, the longer term economic effect of
these changes should not he significant given the company's net
asset exposure, currency mix and pricing tlexihilin . Grneral l y, the
income statement effect of changes in the dollar value of foreign
currencies is partially or wholly offset by the company's ability to
make corresponding price changes in local currency . The aompa-
m's consolidateel net income will generally benefit as foreign cur-
rencies increase in value compared to the U .5 . dollar and wil l Kcn-
rr .illvdecline as foreign Currencies decrease in value . In 1994, there
was not a significant net earnings effect due to foreign currency
fluctuations .

As a result of the above factors and a decrease in interest expense,
consolidated income before taxes increased $131 .8 million from
1993. Excluding the gain on the sales of Genentech stock and the
1993 special charge, income before taxes increased X46 .' million
or 29°% from 1993 .

Return on average s hareholders'
Rf1URN ON [OUITY (pefCCnl) equity was _'?"'(, in 1994, G"<) in

30% 1993 and 15 ",, in 1 99 2 .
Fscluclino Gencncech gains and
the 1993 accounting changes

24 and special charge, return on
average shareholders' equity was
19,)o in 199'E and I'l, in 1993 .

1993 RESULTS OF OPERATIONS

- -- 12 In 1993, consolidated revenues
increased $61 .9 million or 4%
from 1992 after excluding S88 .6

- million of Agrigrnetics revenue in
6 1992 . Selling prices increased 4%

' as a result of' price increases

90 91 92 93 94
implemented in the fourth yuar-

O
trr of 1992 and the introduction
late in 199 of higher performing

products to meet new passenger car motor oil standards in the U .S .
market . Favorable product mix (including sales by L .anger &
Company acquired early in 1993) of 3°'o was offset by unfavorable
currencv,Arcts of Zqti) and volume decreases of 1'?4o . North American
volume decreased 9'N) in 1993 from the record levels of volume in
1992 as a result of a decrease in market share . The revenue impact of
this volume decrease eras offset by an increase in sales of more prot-
itahle products . International volume increased 0%n over 1992 and
accounts for approximately 60°,•n cif revenues .

Gross profit increased $30.4 million or 7% from $455 .0 million in
199' (excluding $35.3 million of Agrigenecics gross profit in
1992) primarily as a result of the higher average selling prices .
Gross profit as a percentage of sales was i2 .0Qi, in 1993 compared
to il . .'.0~i, (excluding Agrigenetics) in 1992 .

Excluding Agrigenetics expenses of $29 .1 million in 1992, selling
and administrative expenses increased $6.3 million or 4% in 199
primaril} because of the acquisition of Langer . technology expens-
es increased $30 .3 million or 21% in 1993 after excluding
Agrigenetics expenses of $13.5 million from 1992 . This increase
was a result of higher testing costs associated with customer test
programs to meet new industry performance standards for passen-
ger car and diesel engine oils and automatic transmission fluids .
These standards change periodically as engine and transmission
designs arc improved by the equipment manufacturers to meet new

The company made donations of Genentech common stock dur-
ing 1994 (see Note 7 to the financial statements) which reduced
the companvs 1994 effective tax rate by 2% . This benefit is non-
recurring . The company anticipates its 199 effective tax rate will
approximate i3"Nb .

Excluding gains an the sales of Genentech common stock and the
1993 special charge and accounting changes (discussed below), net
income «as S 14H.H million in 1994 compared to X113 .5 million
in l 99i, and the related earnings per share amounts improved by
35% to S _' . 2 G in I'M i from wl .G in 1993 .

RETURN ON AVERAGE SHAREHOL DERS ' EQUITY



emissions, cfficieriLy, durability arid other performance factors . The
frequency of these performance upgrades conipressed the time
cycles for new product development arid resulted in an increase in
the conipany'N technology expense .,,.

As t result of the above factors and increased rm•alries, after exclud-
ing At;rigrnetics from ]992, total cost and expenses increased S~.9
million more than revenues increased in 1993 .

[)urine 1903, the company recorded a special preta.x charge of
$8(x .3 million and pretax gains of $42 .4 million on dig sale of
( ;rncntrch common stock as discussed above . Other incoine-nee
was $.S million in 1993 compared to $ 11-9 million iii 199? Other
income includes the company's share of equity losses in il9vcogen
and the agribusiness joint venture . N, lycugen recorded restruciuring
charges and incurred ti4cather-related problems in rile iMidwesc
,,vhich :adversely- affected agribusiness results, The reduction In
other income was attributable to increased equity losses of x]8.3
million in h4ti•cogrn and tile agribusiness joint Venture, partially
offset by increased wins on the sale of investments, excluding
( ;enenrech, of %6 .7 million .

The equity losses related to Mycogen and the agribusiness joint
venture, net of [-)referred stock Jividends and a gain oil the sale of
investment, were X4 .1 million less in 1993 than the Agri generics
operating loss and equity losses recorded in 1992 .

Interest income decreased $3 . 2 million due to lower average bal-
ances of cash and short-germ investments . An increase in borrow-
ings resulted in slightly higher interest expense in 1993 .

As discussed previouslt', th e company Conducts a significant
amount of its business outside of the United States and is therefore
subject to risks including currency fluctuations . In 1993, European
currencies weakened and the Japanese yen strengthened resulting
in an insignificant net earnings effect .

As a result of' the above factors, income before income taxes
decreased S 5?.5 million in 1')I) i compared to 1992 . Net income in
1 993, excluding the special charge, Genentech gain and the account-
ing changes discussed below, decreased 9°. 6 to ti 11 3.~) million or
L 6i per share, from S l?4.6 million or $1 .81 per share in 1992 .

As described in Note ]0 to the financial scaicinctits, effective
January 1, 1903, tile company adopted SFAS [06, "Employers'
Accounting for I'osttetireiiirnr Benefit. Other Than Pensions . .,
The cumpany recorded the cumulative effect of chis accounting
change of $79 .9 million before taxes ( $+ 5 l .> million or $.'G per
rumnuon share after taxes) in the first quarter of 1993 . As i result
of this accounting change, post retiremenc health care and life
insurance costs increased $8 .1 Million (k .OR per share after taxes)
in 1993. '[']eis expense is allocated among the various Cosi: arid
expense categories in the consolidated statements of income . SFAS
U(, has no effect on cash flows since the company continues to pay

clainis as Incurred .

As described in Note 8 to die financial statements, effective
January 1 . 199~i, rile company also adopted SFAS 109,
.,Accounting for Income 'axes." :H IC cumulative effect of this
accounting chantgr reduced net deferred tax liabilities and increased
net income in 1993 hby $l? .] million car $ .1S per share . The pc~si-
[ivr ctirct of adopting S1-'A$ 109 was primarily attributable to more
favorable treatment of the deferred income taxes on intercompanY
profit in in .•rntort•. SFAS 109 has no effect can cash tlotvs,

Specialty Chemicals Segment : In 1991, the Specialty Chemicals
segment acc(puntcd for 92('o of' consolidaLed revenues . The SCg-
inent

,
s revenues increased 5M.6 million or 6% in 199? as a val-

umr increase of S"i , and favorable currenc y effects of ?'!ii were par-
tiallt• offset b y unfavorable product and geographic mix of 4'%i . .
Volume was at a record level for the year . North American volume
was uE-) _'1"o for the year as a result of market share gains and a
comparative] yweak first halfuf 1991 . lIniernational volume was
flat for tile Year. Average selling prices declined slightly during the
first three quarters . In the fourth quarter, the company announced
price increases which increased revenues for part of the period .

Gross profit increased $21 .1 million or 5441 compared to 19'? I . The
increase in gross profit resulting from higher revenues was partial-
1Y offset by higher manuF.icruring costs that primarily reflected [lie
effects of higher volume, increased pension and health care cost%
and environmental costs . As a percentage of sales, gross prutit
decreased in 1992 to 31 .6°ra from 3? .1 ( 4o in 1991 .

Selling and administrative expenses increased S7.' million or 0(k,()
primarily due to higher international selling expenses and higher
pension and health care costs . Technolog~y expenses increase(]
x+12 .1 million or 10~'i> as a result of increased operating and staffing
levels necessary to meet customer and product developinrnr needs
relating to new performance standards for gasoline engine oil etfec-
tiVe in July I' 1 9i, and diesel engine oils in 1994 .

1 992 RES ULTS OF OPERATIONS

Following is a discussion of the results of operations for 1992 . ' ['hr
discussion i s presented first on a summary consolidated basis and
then on a historical business segment basis .

In 1992, consolidated revenues increased S-5.9 million or 5" 10
compared to 1991 primaril y as a result of record VOILIFIIC in tile
Specialty Chemicals segmen c . The increased revenu e , Were Erirri a l -
I Y offset by increased manufacturing co sts in Specialty Chemicals ,
and higher specialty vegetable oil production costs, with the result
that gross profit increased X14 . 7 million or 3'%o . Gross profit as a
percentage of sales was 3 l]°io in 1992, ccompared to .1.446 in

l ()')L Selling, administrative and technology expenses increased
X14 . 7 million or G'!41 (all in the Specialty Chemicals segnicn(),
more than offsetting the higher gross profit . As a result o f these fac-
tors and reduced royalties, total cost and expenses increased S S . 8
million more than revenues .

Other income-nee increased $2 .4 million in 1992, p rimarily as a
resole of a gain on sales of investments of %G . 5, million, partially oft-
sec by the companv'e share of losses related to the agribu s ines. joint
venture formed in December 1992, and expense,, related to closing
facilities in tile mining chemicals market . Accordingly, combined
segment income was X3.4 million lower in 1992 than in 1991 . As
explained in the segment discussions, this consisted oFa $6.0 mil-
lion increase in Specialty Chemicals and a $9.4 million decrease In
Agribusiness . Net interest income Increased X2.4 million p rimaril y
as a result of [he repayment of debt rarl Y in the year.

As a result of the above factors, income before income taxes was
X1 .0 million or 1°-o lower than 1991 . Flowever, due principally to
increased tax benefits from foreign d ivi dends

I
net income in 1992

iincreased hLO million or 1`Yn over 1991 .



Throughout 1994, sthe company continued its share repurchase
program. In 1994 and 1993, the net proceeds from the sale of
Genentech common stock as well as cash generated from opera-
tions were used to repurchase common shares of the company. The
company repurchased 2,Q0?„21, or 3%, of its common shares For
$68 .3 million during 1994 compared to the repurchase of
2,075,645 common shares for $67 .1 million in 1993 . At
December 31, 1994, there was Board authorization remaining for
the repurchase of 1,031?34 million common shares .

As a result of the activities discussed above and the increase in debt
discussed below, cash and short-term investments at December 31,
1994, increased by $1Z .? million compared to December 31, 1993 .

As described in Note 3 to the financial statements, effective January 1,
1994, tthc company adopted SFAS 115 "Accounting for Certain
Investments in Debt and Equity Securities ." SFAS 115 requires that
certain of the company's marketable equity securities, included in
investments in consolidated companies, be reported at fair value
rather than historical cost . The effect at December 31, 1994, of
adopting SFAS ] 15 was to increase investments in nonconsolidared
companies by $35 .(i million, increase shareholders' equity by $2i_2
million and increase deferred tax liabilities by $12 .4 million. SFAS
1 ] 5 had no effect on 1994 net income or cash flows .

The company held 830,900
CAPIiALIlAiION [millionsl shares of Genentech common

$1020 stock as of December 31, 1994 .
The company has continued to

g5o sell Genentech stock during the
first quarter of 199 and expects
to sell its remaining shares

e8O throughout 1995 .

I'he company's financial posi-
s,o Lion continues to be strong. The

ratio of Current assets to current
liabilities was x .5 :1 at both

340 December 31 . 1994 ant{ 1993 .
I'he level of capital spending and

„o the continuation of [he compa-
ny's share repurchase program
were principal Factors in the

so 91 92 93 94 0 company incurring net borrow-
ings of $92 .7 million ]n 1994 .
Total debt as a percent of capi-

caliaation (shareholders' equity plus short-term and long-term
debt) increased to 17% at the end of 1994 compared to 9% at the
end of 1993. The company anticipates that, during 1995, its capi-
tal expendinues, primarily for manufacturing, technical and
administrative support, and its share repurchase program will con-
tinue at approximately the same levels as 1994 . Total debt is there-
fore expected to continue at or above the December 31, 1994 lev-
els throughout 1995 . The company's strategy- of using additional
debt to finance capital requirements reflects management's contin-
uing efforts to enhance shareholder value .

At December 31, 1994, the company had unused revolving credit
agreements and other credit lines aggregating X95 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 .
As described in Note 4 to the financial statements, the company has

'['lie company's cash flows for the years 1992 through 1994 are pre-
seAted in the consolidated statements of cash flows . Cash provided

from operating activities during

Cases PAOUioEO FROM 1994 was $1 s6 .s r,1 ;u io n, a

OfERRiING AC11V11ES
(mill onsi decrease of S57 million com-

pared ro 1993 . Cash received
s zzs from customers increased $69 .0

million or 5% due to higher rev-
enues. However, this increase was

-- ISO more than offset [IV a1nouo1s
paid to suppliers and employees,,
including payments of $18 mil-

' 3s lion for costs which had been
accrued in the 1993 special
charge, and higher income tax

90 payments .

Net cash outflows from investing
activities were $117 .? million in

45 1994 compared to S]OG.S mil-
lion in 1993. Capital expcndi-
tures increased $32 .7 million or

90 91 92 93 94 o 2(i% in 1994, oof which one-half
was attributable to increases at

Manufacturing facilities, and the balance was primarily due to
improvements and additions at the company's Wickliffe facilities .
[)urine; 199.3, the company expended $40 .3 million to acquire
La nt;cr and certain commercial and technology assets oFGreat lakes
Chemical, ti .A. Cash proceeds from the sale of Genentech common
StOck were $43 .6 million in 1994 compared to x;445 million in
1993. In 1993, investment proceeds also included amounts angre-
gating S l? .0 million from the sale and redemption of portions of
the company's agribusiness investments.

In 1992, the U .S . dollar weakened against other currencies, result-
in, in a net favorable effect on the company when international
nrans:icrions were translated into U .S . dollars .

The increase in gross profit was greater than the increase in expens-
es, and when combined with a X5 .6 million increase in other
income-net, Specialty Chemicals segment income was $6 million
or 3°:n hi~hrr than in 1991 .

Agribu siness Segment: In 1992, Agribusiness revenues decreased
'", .6 million or '? ;, as a result of lower specialty vegetable oil Vol-
ur,ir due to more competition in international markets and a fire at
a I_usromer's plant in Asia . Gross profit decreased $6.4 million or
1 .4`!i> as a result of the lower sales, costs associated with inventory
m:irkct adjustments and higher storage costs, all of which related to
spLci,ilry vegetable oil operations . Gross profit as a percent of sales
decreased in 1992 to 33 .1°ib compared to 35 .9% in 1991 .

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
.S1) .4 million due to the lower gross profi t and the company's share
of 'losses in Mvcogen and the agribusiness jo i nt venture .

WORKING CAPITA L, LIQUIDITY AND CAPITAL RESOU RCES



the ability to refinance on a long-term basis $5(i .b million of out-
standing commercial paper under its revolving, credit agrcrmrnts .
Management believes the company's incernallY generated funds as
we l l as its cred i t Facilities and shelf registration will be sufficient t o
meet its cas h requirements .

Implementation of the remaining spec i a l charge activities is esti-
mated to involve fu t ure cash outlays aggregat i ng S24 mi l lion, pr i-
marilY in 1995 and 1996 . OOffsetting the cash OLI(laYS will be cash
savings which are expected to grow to approximately S40 million
an nual l y after the plans are fully implemented . -File impact of the
spec i al charge on she balance sheet at DeccniLicr 3l, 1994, after
recognition of' deferred taxes, was to reduce work i ng capital by
$0.9 million, reduce noncurrent assets by $5 .9 mi l l i on a nd in c r ease
noncurrent liabilities by S 13 . 4 million .

The company is involved in patent li t igation with Exxon
Corporation in various Countries . Determinations of hab][HY
against the company in the U .S., which i s being heard on appeal,
and against Exxon in Canada have been made by the cour t s .
Management is unable to pred i ct the eventua l outcomes of this lit-
iganon arid, therefore, their impact on Future cash flows is it(,(
known. If Exxon prevails in [he U .S . case, management believes the
company has sufficient financial resources to meet any result i ng
obligation and., other than a potential one-time charge again,
income, t he litigation would not have a material adverse effect oil
future resu l ts of operations . Refer to Note 18 for further i n fonna-
tion regarding this litigation .

Deloitte &
Touche up

l\
lu the Shareholders and Board of Directors of

The Lubrizol Corporation

We have audited the accompanying consolidated balance sheets of
The Lubrizol Corporation and its subsidiaries as of December 31,
1')94 and 1993, and the related consolidated statements of income,
shareholders' equity, and cash flows for each c>t the three tears in the
period ended December 3 I , 1994 . These finaricial statements are the
resE~onsibili[v of the Company's managr~tlent . Our responsibility is to
express in opinion un these financial statements based on our audits .

We conducted our aucliis in accordance with generally accepted
auditing standards. Those standards require that we plan and per-
form the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement . Ail audir
includes examining, on a test basis, evidence supporting chi
amounts and disclosures in the financial statements . An audit also
includes assessing the aCcountiii~_ principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation . We believe that our audits pro-
vide a reasonable basis for our opinion .

Cleveland, Ohio
February 14, 199S

INDEPENDENT AUDITORS HEPOR1

In our opinion, such consolidated financial statements present fair-
ly, in all material respects, the financial position of Thr [ .uhriznl
Corporation and its subsidiaries at December 31, 1994 and I X19 ~i,
and the resoles of their operations and their cash flows for each of
the three vears in the period ended December .3 l, 1994 in cc>ntor-
mity with generally accepted accounting principles.

As discussed in Notes 8 and 10 to the financial statements, ]it 1993
the Company changed its method of accounting for income taxes
to conform with Statement of Financial Accounting Standards
("SFA5 ") No. ] 0 9 and its method of accounting fix poscretirrtnrnt
benefits to conform with SF AS No. lO6 .



Year Ended December 31

1994 199 1992

$1 ,592,750 S 1,517,631 S1,544,67()

6,244 7, 78

1 ,598 ,994 1,525,500 1,552,248To t a l r evenue s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1,074,3?G

181,326

154,762

1,390.4Gy

11,905

7,0?0

(3,615)

177,144

52,498

124,646

$ 124,646

X1 .81

X1 .81

$ .81

1 .032,199

158,06

171,540

1,3[2,?45

(86,303)

42,443

53'

3,873

(4,154)

119,651

34 .6'6

84,9?5

( i9,3'S)

$ 4,600

$1?5

( .581

.67

S .85

CUs[ of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,072,025

Jc':lin g and administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 159,459

ficsc:uch, te s ting and development expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,480

1,396,964

41,235

7,332

4,011

(3,149)

251,459

75,884

175,575

$ 175,575

$2 .67

$2.67

$ .89

7L'e .u. on+ranviug vale, to /ixancial iAarrrnexts are an integral part of these cratrnrran .

CONSOLIDATED STATEMENTS Of INCOME
(In 7 hn x,an d~ n/7)ullirs F:rt e pt Per Share Da ta)

Net sa l es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Kov,ilti es a n d o th e r revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Special charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gain on sa l e o f Genentech . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

( )rh L: r in come - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

I ncome be fo r e income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

P re c isio n for inco me taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

In come before accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

( : iunulative effect of accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Nrtin cc»ti e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Per Conunon Share :

Income before accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . .

C : tunulativr cffect of accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

N e t in come per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Dividends per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .



)rcrmhrr 31

1994 1993

84,059

734,533

13,447

832,039

$1,394,364

80,830

683,269

(31,863)

'732,236

S1 .182 .580

77+r eromnpwiyinQ notes to fi u ftrr<'wl ;tetr»rnru are ant uutKrrtl part ofrhese uaumtu r,.

CONSOLIDATED BALANCE SUITS
(In 7 h nrrs.errds o} Dollars)

ASSETS

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

Rece i vabl e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

()ther current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tbtal current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Property and equipment - at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

property and equipment - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Invesnnent s iii noncon sulidated companie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tc)TA1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

LIABILITIES AND SHAREHOLDERS' EQUITY

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

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

Income taxes and other c urren t lia bi liti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

t ota l current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

I'os tre tiremenr health care ob lig a ti on . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Non cu r re ntliah ilit ies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Deferr ed income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

To tal li ab iliti es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Contingenc ies and commitmen ts

P re fe r re d stock wi thout p a r va lu e - u ni ss ued

Comm on shares witho ut p a r va lue - Outstanding 64,844,560 shares in 1 9 94

an d 66,590,028 shares in 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Re tain ed e a rni ngs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Oth e r shareholders' eq u iCy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

To tal shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

$ 36,379

250,392

298,331

39,286

624,388

1,266,249

707,505

558,744

138,013

73,219

$1,394,364

$ 53,700

114,244

81,589

253,533

114,161

98,453

68,799

27,379

562,325

$ 24,220

Z?5,(,03

284 .5 .37'

34,553

566,9 ] 3

1,089,1 06

651,4'1

03,246

72J86

$1,1821,580

1 4,590

116,779

92,883

??4,248

55,298

89,423

70,022

11 ,351

y5Q,34ti



Year Ended December 31

1994 ] 99> ] 992

S 175,575 S 45,600 S 124,646

(2,400)
(30,807)

(13,693)
(316)
714

(1,265)

(16,066)

(14,043)

16,056

;',3 5 9

12,i?0

(5.88? )

168 (3,837)

36,048 3,690

(3,146) (20,000)

(571,608) (55,883)
(64,073) (19,235)

38,359

56,741

(2,370)

(58,588)
(64 ,372)

(30 ,230) (108,611)

2,743 521

12, 159 (52,373)

24,220 ;76,593

$ 36,379 5 24,220

(1,289)
(49,554)

126,14'

$ %6,593

The acco rnp a rtyirrg notes to financial rra re meriu a re an integral part nfthetr ; t arrmr-nts .

C ONSRIDAIED S TATEMENTS O f C ASH F LAWS
i~» 7Goru,i~rds r~/ U o 1l.7 rr?

CASH PROVIDED FROM (USED FOR) :
OPERATING ACTIVITIES :

Nct in a0mc . . . . . . . . . . . . . . . . . . . . . . . .

Aditt sunent s to reconc il e n e t income to cas h

provid ed by o perating acti v itie s :

[) c E,r ec iatinn and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Equity (.earnings) lo sses, net of distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Special charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gain on sale of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cumulative effe ct of changes in a c counting princ iples . . . . . . . . . . . . . . . . . . . . . . . . .

Chang e in current assets and liabilitie s :

Keceiv able s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accounts payabl e and accru ed expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Increase in non current li a bilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other 'items - net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

INVESTING ACTIVITIES :

Proceeds from sale or redemption of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

ALquisitions and investments in nonconsolidated companies . . . . . . . . . . . . . . . . . . . . . . .

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

T>tal investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

FINANCING ACTIVITIES :

Short-term borrowing (repayment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

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

Common shares purchased, net of options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

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

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

C ash and short-term investments at the beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . .

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

65,934
19,797

(382 )

(4 1 ,235)

(20,682)

(3 , 150 )

(17,745)

( 12,921)

3 ,246

(11,600)

156 ,837

43,582
( 160,527)

( 1 ,734)
1 ,488

(11 7,191)

61,674

(3 2 , 7 5 1)

18,138

86 ,303

(55,617)

39,375

62,013

(37)

2 ,79 1

(6,484)

162,511 135,163

61>494 8,51?

(127,855) (95,814)
(40,346) (2,402)

(87) 1,541

0 06,794) (88,163)

(95,265)



Nunibcr of Other
Shams Common Rerained Shareholders

()utst anding Shares l :,irnin gs I~:yuity

(In 1huusaudcnl'l)ollir,l

69,03 1 .464 S 77,423 ~ ?I ;,229 $ 3 .81-4

?4 .64(>

1 5 .() 87 3,035

66,590,028 80,830 683,269 (31,863)

175,575
(58,588)

23, 169

22,141

(65,723)

BALANCE, DECEMBER 31, 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net i ncc,mr 1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

L :nrra l ir.rd gain on marketable securit i es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Translation adjus t ment for 1 994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares -' lieasur %~ :

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

Shams issued upon exercise of crock options . . . . . . . . . . . . . . . . . . . . . . . . . .

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(2,528)

3,879

1 ,878

(2,007,721)

208,2 1 0

54,043

$ 84,059 $'34,533 $ 13,447BALANCE, DECEMBER 31, 1994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 04,894,560

i Y r .i . . .:mfwu i v"(4r, ~~ :r , : i»rrp;tiFa rru%rhrsr~~rarrnrrrit~ .

CONSO l I D A1ED STATEMENTS Of SHARE H OI D E R S' E QUITY

BALANCE, DECEMBER 31 , 1991 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(ash dividend . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Translation adjustment for 1992 . . . . . . . . . . . . .

Common shares -Treasury:

tih:uesE.urrhasrd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . .Shares issued uE)un exercise of euock options

BALANCE . DECEMBER 31, 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net in c ninc• IT).; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Translation adjustment For 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common shares - Treasurv :

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

Shares issued uE-1011 exercise of .cock options . . . . . . . . . . . . . . . . . . . . . . . . . .

Shareholdrrs ' k :yuity

(535 .?00) (95 7)

?54 .3?? 1,808

68,4 50 .5 86 80 ,174

(?2,OH6)

(20,8 18)

4'~ .b(1(i

(5 7

(il .t)45j

((vt,()?1))



Cl)\S(~l :I DATION - The consolidated financial statements
inJudr the accounts of The Lubrizol Corporation and its majori-
ty-owned subsidiaries . For nonconsolidared 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 policies of the investee . Other affiliates are car-
ried at cost or fair market value (see Note 3) . Refer to Note 16
regarding changes in Agribusiness .

ACCOUNTING CHANGES - Effective January 1, 1993, the
company changed its method of accounting for postreriremrnt
benefits to conform with Statement of Finan6al Accounting
Sr_indards (SFAS) 106 (see Note 10) and its method of accounting
for income taxes to conform with SEAS 109 (see Note 8) . The
cumulative effect at adoption of these changes in accounting prin-
ciples, net of tax, is separately reported on the Consolidated
Statements Of Income . Effective January 1 , 1994, the company
changed its method of accounting for certain investments in mar-
ketable Securities to conform to SFAS 115 (see Note 3) .

CASH EQUIVALENTS - The company generally invests its excess
cash in short-term investments with various banks and financial
instinition, . Short-term investments are cash equivalents as they
are part of the cash management activities of the company and are
comprised primarily of investments having maturities when pur-
chased of less than three months .

INVENTORIES - Inventories are stated ar cost which is nor in
excess of market. Cost of inventories is determined by the last-in .
first-out (LIFO) method in the United States and the first-in, First-
out (FIFO) method elsewhere . The average cost method is used For
specialty vegetable oil .

l)I:PRP.CL;VT[()N AND AMORTIZATION - Accelerated depre-
ciarion methods are used in computing depreciation on certain
machinery and equipment which comprise approximate]

'
v Ci0°. .-0 of

the depreciable assets . The remaining assets are depreciated using
the straight-line method . Effective January 1, 1993 , the company
changed to the straight-line method for newly acquired machinery
and equipment . Management believes that straight-line deprecia-
tion provides for a better matching of costs and revenues over the
lives of the newly acquired assets and conforms to predominant
industry practices, The new depreciation method did not have a
material effect on net income reported in the periods . The esti-
mated useful lives are 10 to 40 years for buildings and land
improvements and range from 3 to 20 years for machinery and
equipment . Amortization of intangible and other assets is on a
straight-line method over periods ranging from 5 to 25 years .

For income tax purposes, different methods and rates are used in
certain instances .

RF?SEARCH, TESTING AND DEVELOPMENT - Research,
resting and development costs are expensed when incurred .
Research and development expenses, excluding testing, were S 90.'
w,illion, $88 .5 million and $91 .2 million in 1994, 1993 and 199? ,

respectively.

The company adopted SFAS 115 "Accounting for Certain
Investments in Debt and Equity Securities" as of January 1, 1994 .
SFAS 115 requires that certain investments in marketable debt and
eyuitY securities classified as available-for-sale be reported at fair
value, rather than historical cost, with the unrealized gain or loss
recorded in shareholders' equity . The effect of adopting SFAS 115
at January 1, 1994 was to increase investments in nonconsoliclated
companies by $99 .2 million, increase shareholders' equity by ~64 .5
million and increase deferred tax liabilities by $34 .7 million .

At December 31, 1994, investments classified as available-for-sale had
an average cost basis of $4 .0 million and an aggregate fair value of $39 .6
million resulting in unrealized gains of $36 .2 million or $23.5 million
after tax and unrealized losses of $.6 million or $ .4 million after tax .

The company also holds other investments in nonconsolidared
companies, including certain investments in marketable securities
that are either accounted For on the equity basis or the cost basis
due to restrictions placed on the securities . These marketable
investments have quoted market values which exceed the book car-
ryin~ values y $1? .? million at December 31, 1994 .

NOTES To FINANCIAL STATEMENTS
, Jr 1 ? ulr, C)t A, rrr i s,7 In di<aiedJ

NOTE 1 - ACCOUNTING POLIC IES

FOREIGN CURRENCY TRAi`SLA' F[ON -'Thc assets and lia-
bilities of most non-U .S . subsidiaries are translated into U .S . dol-
lars at exchange rates in effect at the balance sheet date . Operating
results are translated at weighted average exchange rates in effect
during the period . Net unrealized translation adjustments arc
recorded as a component of other shareholders' equity arid totaled
x(9,''2), $01,863) and $(20,818) at December 31 . 1994, 1993
and 1992, respectively.

PER SHARE AMOUNTS - Net income per share has been com-
puted by dividing nee income by the average number of common
shares outstanding during the period. Net income per share has
not been adjusted for the effect of stock options as the dilution
effect would be less than 3% in any year. All share and per share
data have been restated to reflect the 2-for-1 stock split effective
August 3l . 1992 .

NOTE 2 - INVENTORIES

1994 1993

Fin iskied products . . . . . . . . . . . . . . $102,605 $ 89,817
Products in process . . . . . . . . . . . . . 98,105 92,067
Raw materials and supplies . . . . . . . 97,621 101653

$298,331 2 84,5 37

Inventories on the LIFO method were 27 % and 25% of consoli-
dated inventories at December 31, 1994 and 1993, respect vely .
The current replacement cost of these inventories exceeded the
LIFO cosy at December 31, 1994 and 1993 by $49.9 and $43 .0
million, respectively.

NOTE 3 - INVESTMENTS IN NONCONSOLIDATED COMPANIES

1994 1 () 4 ) 3

Investments carried at equity . . . . . . ~i C0,5 23 $ 59,909
Investments carried at cost . . . . . . . 37.890 43.33 ;'
Investments classified as available-

$138,013 a 1 U3, 246



NOTE 4 - SHORT-TERM AND LONG-TERM DEBT

Commercial paper debt is due within one year. The company has
:rvailable $95 million in credit facilities, including $'5 million in
committed revolving credit agreements which would permit the
company to borrow at or below the U .5. prime rate . These facili-
ties, which were unused at December 3l, 1994, Would permit the
company to refinance for a period beyond one year the Marine
Terminal Refunding Revenue Bonds, whose bondholders have the
right to put the bonds back to the cornpanq, and $56 .6 million of
commercial paper outstanding . Accordingly, the company has clas-
sified these balances as long-term debt .

Amounts due on long-Term deb are $2.5 million in 1995, $18 .0
million in 1996, $2.6 million in 1997, 512 .1 million in 1998, S3 .b
million in 1999 and $? .9 million thereafter, which includes $56.6
million of commercial paper .

The company has an effective shelf registration with the Securities
and F.xch :uigr Commission which permits the company to offer up
to $100 million of debt securities in amounts, at prices and on
terms, to be determined at the time of offering . Such debt securi-
ties would he unsecured senior securities ranking equal with all
other unsecured senior securities of the company.

The Marine Terminal Refunding Revenue Bonds have a variable
interest rare . The company has entered into an interest rate swap
agreement that effectively fixes the interest rate at 6.5% .

During 1994, 1993 and 1992, interest paid, net of amounts
capitalized, amounted to $3 .0 million, $3 .9 million and $5.2
million, respectively.

Noncurrent Liabilities: 1994 1993

Employee benefits . . . . . . . . . . . . . . . . . $ 35,687 $ 35,()7()
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . 33 , 112 34,95Z

1994 1993
Long- t erm debt consists of.

I7rbt supported by long -term
banking arrangements :
Commercial paper at weighted

average rat e of 5 . ~) ^od . . . . . . . . . . $ 5G ,6?5
6 . 5 %) Marine terminal refunding
revenue bonds, due _'000 . . . . . . . 18375 $18,375

? . 87 5`! o Industrial development
revenue bond s, due 2000 . . . . . . . . . 1,000 1 .000

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

due 1995-2002 . . . . . . . . . . 24,898 -14,210
[)rucsdie mark denominated, at

(,JK °-i>, du e l 99G . . . . . . . . . . . . . . 15,484 13 .8?7
Other in 1994, 5 .9°~n 111 1993 J . . 3 27 184

l lG,?0, ? .5 94
Less current portion . . . . . . . . . . . . . . . ( _' ,5-i G) ( ? . _' 96 )

_S114,161 S55?98

Short-term debt consists ot:

Co,nmercial paper at weighted
.rvcra gu rates of 5 .9 :'%b and 3 .3% . . . S 46,375 S 4 .46Q

Ocher short-term debt at weighted
average rates of 5 .2% and 6 .l°.% . . . 4,7?9 ~,R9~

Current portion of long-term debt . . . 2,546 2,296

$ 53,,00 -4 190

NOTE 5 - OTHER BALANCE SHEET INFORMATION

Receivable,: 1994 1993

Customers . . . . . . . . . . . . . . . . . . . . . . . . $ 219,475 $ 200,218
Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . 9,174 10,459

$ 250.302 $ 225,603

Receivables are net of allowance for doubtful accounts of $2.6 mil-
lion in 1994 and $2 .1 million in 1993 .

Other Current Assets : ] 994 1993

Deferred income takes . . . . . . . . . . . . . $ 20,232 $ 28,453
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,054 6,100

$ 39.286 $ 34,553

Property and Equipment: ] 994 1993

LLand and 'improvements . . . . . . . . . . . $ 90,069 $ RU,b(i9
Buildings and improvements . . . . . . . 2l'.OU? 181 .618
Machinery and equipment . . . . . . . . . 828,340 727,409
Construction in progress . . . . . . . . . . . 130,838 99 ,410

$1 ,2 66 .249 $1,089,106

Depreciation expense was $61 . 3 million in 1994, $59 . 6 million in
199 and $58 .4 million in 199? -

Other Assets : 1994 1993

Goodwill and other intangibles . . . . . $ 41 ,381 $ 36 ,609
Deferred income taxes . . . . . . . . . . . . . 18,229 2S,821
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,609 10,356

$ 73 , 219 $ 7 2, 786

Accumulated amortization of intangible and other assets was $19 .0
million and $14.3 million at December 31, 1994 and 199,
respectively.

Accounts payable: 1')94 199 .3

Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 109,151 $ 106,005
Affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . 5,09 10,770

$ 114,244 $ 116,775

Income Taxes and Other Current
Liabilities : ] 994 199. E
Employee compensation . . . . . . . . . . . $ 11 .'61 $ 30,369
Income taxes . . . . . . . . . . . . . . . . . . . . . . 10,504 ?Vl4
Taxes other than in come . . . . . . . . . . . 11,030 9 ,%9 . i

007



1994 1993 19921 994 1993 1992
Equi ty ea r nings flosses) of no n -

':0iisoLidated companies . . . . $ 2,972 $(15,966) $ 1,798
Gain on do nat io n s of
Genentech stuck . . . . . . . . . . . 13,967

Donat ions of Genentech stock
to The Lubrizol Foundation (14,581)

Gain oil sale of investments,
excluding Genentech . . . . . . . 13,]?4 6.=t84

Ocher - net . . . . . . . . . . . . . . . . . 4,9''4 1, 329 3,623

$ 7,332 $ 537 $11,905

Tax at statutory rate . . . . . . . $ 88 ,011 $ 41 ,878 $ 60,229
Contribution of appreciated
prop e rty . . . . . . . . . . . . . . . . (5 .070 )

Forei gn sales corporation
)ear tines . . . . . . . . . . . . . . . .

)Equit y i ncame . . . . . . . . . . . . (812)
Oth e r - net . . . . . . . . . . . . . . . (2,380) (2,687)

34,676.Provi si o ~ ~ fo r in come taxes

)(3J0
(1,955)
(2,0?4)

$ 52,498

(3,885)

'5 .884$

(2.9G4)
( ] ,55]

$ 676

NOTE 6 - SHAREHOLDERS' EQUITY

The company has 14- million authorized shares consisting of 2 mil-
lion shares of Serial Preferred Stock, 25 million shares of Serial
Preference Shares and 120 million Common Shares . each of which is
without par value . The outstanding Common Shares shown nn the
balance sheets exclude Common Shares held in treasury of 21,35 1,334
and 19,G05,8GG at December 31, 1994 and 1993, respectively. The
company effected a two-for-one stock split effective August 31, 1992,

1'he 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 eircwnscances involving actual or potential acquisitions of
20'?0 or more of the Common Shares by a person or affiliated per-
sons who acquire such stock without complying with the require-
menus of the company's articles of incorporation . The rights WOUId
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 in 1997 unless earlier redeemed .

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

NOTE 7 - OTHER INCOM E AND GENENTECH GAIN

The company sold 869,100 and 1,001,-1776 shares of Genenrech,
Inc. redeemable common stock for cash during 1994 and 1993,
respectively. The gains realized on these transactions were X41 .2
million in 1994 and $42 .4 million in 1993 and, after tax, con-
tributed x.41 per share in each year . At December 31, 1994, the
company held 830 .900 shares of Genentech redeemable common
stock . Genentech, at its option, may redeem the common stock in
whole, but not in part, at various redemption prices per share rang-
ii-.g from X58 .%5 at January 1, 1995, to $60 at June 30 , 1995 .

Other income - net consists of the following :

NOTE 8 - INCOME TAXES

Effective /anuary 1, 1993, the company adopted SFAS 109, which
is yin asset and liability approach that requires the recognition of
deferred ray: assets and liabilities for the expected future tax conse-
quences of events that have been recognized in the company's
financial statements and tax returns . In estimating future tax con-
sequence ::, SFAS 109 generally considers all expected future events
other than changes in tax laws or rates not yet enacted . Previously,
the company accounted for income taxes under SFAS 96, which
gave no recognition to future events other than the recovery of
assets and settlement of liabilities ac their carrying value . As per-
mitted under SFAS 109, the company elected not to restate the
financial statements of any prior years . The cumulative effect of
adopting SFAS 109 at January 1, 1993 increased net income by
$12 .1 million, or $ . ] 8 per share, The effects of the change on both
income before income taxes and the effective tax rate for the years
ended December 31, 1994 and 1993, were not material .

Income before income taxes consists of the fo llowing :

1994 1993 1992

United States . . . . . . . . . . . . . $163,508 $ 68,673 $ 80,248
96,896Foreign . . . . . . . . . . . . . . . . . . 8,971 50,978

Total . . . . . . . . . . . . . . . . . . . . $ .?51,459 S11 9 .6 5 1 $177, 1 44

The provision for income taxes consists of the following :

1994 1 993 1992
Current :
United States . . . . . . . . . . . . . $ 28 ,698 $ 31,560 $ 13,981
Foreign . . . . . . . . . . . . . . . . . . 27,389 34,774 37.? 9]

5 6,0 87' 66,334 51,772

Deferred :
United States . . . . . . . . . . . . . 12,605 (15,306) 1,603
Foreign . . . . . . . . . . . . . . . . . . 7,192 (16,35 2 ) (8 7)

]9,797 (31,658) 726

Total . . . . . . . . . . . . . . . . . . . . $ ?5 , 884 $ 34,G?6 $ 52,498

Foreign taxes include withholding taxes . The United States tax
provision includes the U .S . tax on foreign income distributed to
the company. U .S. and foreign income tax rage changes occurring
during the periods presented 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 1994
and 1993 and 34% For 1992) and the tax shown in the consoli-
dated statements of income are summarized as follows:



']'he e o mFu mc- nrs of deferred tax assets liabilities) as of December 3]
are a~ t l _i II o , % N :

1994 1 993 1 99 2

$ 42,468 S 42 ,4? S 2,791

121,0 1~ 5 11 .208 3,829

5,(,60 6,668

1,495 (2,0031 (5,964)

(40,111) (28,238) (32,555)

(12,476)

Accru ed compensation a nd
benefits. . . . . . . . . . . . . . . .

[ntrr com pany profit in
inventory . . . . . . . . . . . . . . .

Net oprra c ing losses carried
forward . . . . . . . . . . . . . . . . .

E quity investments arid
partnerships . . . . . .

Depreciation and other
basis differences . . . . . . . . .

Marketable sc(.-Lirities
v aluati o n . . . . . . . . . . . . . . .

UndistribLI(ed foreign
equit y income . . . . . . . . . . .

Other - ne t . . . . . . . . . . . . . . .

Net deferred tax ass et s
(liabilities) . . . . . . . . . . . . . .

Service cost - benefits earned
du r ing period . . . . . . . . . .

Interest cost oil projected
benefit obligation . . . . . . . .

Ac tual return on p l a n ass ets
Net amortization and
deferral . . . . . . . . . . . . . . . .

Net periodic pension cost . .

(14 , 6 05) 16,363 5,779

S 1 9M38 17,755 12,454

3,174 13,89 2 4, 378

S 8,141 S 10,07/ 5 S(31,165)

The funded status of such defined benefit pension plans and the
amounts recognized in the consolidated balance sheets at
December 3 1 is as hollows :

1993
Assets Accun, .
Exceed Benefits
1.L un i . Exceed

f i c•I I c t it s Assets

1994
Assets Accwn_
Exceed Benefits
ALCUIll . Exceed
RCneiits Assets

Fair value Of plan
assets . . . .

Projected benefit
obligation . . . . . .

Projected benefic
obligation in
excess of plan
assets . . . . . . . . . .

Unrecognized net
transition
obligation (asset)

Unrecognized net
loss (gain) . . . . . .

Unrecognired prior
service cost . . . . .

Minimum liability
adjustment . . . .

Accrued pension
asset (liability) . .

Accumulated
benefit obligation

(180.988) 136, ; 99l ( 1 40,303) (?x) .541)

NOTE 9 - PENSION AND PROFIT SHARING PLANS

The Company has rrtirk•nirnc pI,tn ., including non-ion[rihur>n
defined henrtir pension plan .,, and a profit sharing plan, covering
most employees in rile United States and at non-U .ti . subsidiaries.
Pension benefits are based oil years of service and the employee's
compensation . The company's funding polic.• in the United States
is to contribute amounts to latish' the Internal Revenue Service
funding standards and elsewhere to fund amounts in accordance
with local regulations . Several defined benefit plans are unfunded .
Plan assets are invested principallY in marketable eqUity securities
and fixed income instruments.

Expense for all retirement plans was $ 24 .1 million in 1994, $25 .1
million in 1993 and $20 .0 million in 1992, including profit shar-
ing contributions in the U .S . of $5 .7 million in 1994 . $3,8 million
in 1993 and S3 .9 million in ]992 .

$138,258 $ 26,0 20 $ 88,73 $ 70 .008

Vested benefits . . . $133,880 S 21,901 S 83 .543 $ 67,344

At December 31, 1994, certain foreign subsidiaries have net operat-
in,, loss carry forwards of $13 mil l ion for income t ax purposes, of
Which k(7 million expires i n years 1995 through ?OU2 and $7 million
has no expiration . After eva l uat i ng t ax planning strategies and his-
torical and projected profitability, the tax benefit of these net operat-
ing loss carry forwards has been ~rcrupiced as a deferred tax asset .

U .S . income taxes or forcign withholding taxes are not provided on
ttnclistribured earnings; o f Foreign subsidiar i es which are considered to
be indefinitely reinvested in the operations of such subsidiaries . The
amount of such earnings was approximate] r- $275 million at
December 11 . 1994 . Determination of the lief amount of unrecog-
n ized U .S . income tax with respect to these earnings is not practicable .

Income taxes paid during 1 994 . 1 993 and 1992 . amounted to
$?0.9 million, $01 .2 million and $62 .6 million, respcirively .

Net periodic pension cost of U .S . and s ign i ficant international
defined benefit plans cons ists of:

1 1,454 ~ 1(),10' $ 9,814

16,769 16,115 14,787
1 ,510 (24,830) (1 7 ,92 6 )

The increase in net periodic pension cost for 1993 results largely
from the companti's realignment and early retirement programs
accounted for in the special charge (see Note 1 7) .

The weighted average assumptions used at December 31 were :

] 996 199.3 1 992

Discount rate for determin-
ing funded status . . . . . . . . 8 .2% 7I ?oi, S.U°.v

Compensation increase . . . . S.?", ., 5 . 111-6 S .Ro ~0
Return on plan assets . . . 8.6ui, ti.`)'!i 1

b 1 80 .905 S 6,273 $133 . ,755 $ 48.142

3,531 12, _7 9 4 11)

14 , 408 1,670 (446) 12,041)

15,299 4 , 222 17.566 i,17 1)

(98 .3) (31 1 T7)



The company has commitments under operating leases primarily
for office space, terminal facilities, land, railroad rank cars and var-
ious of tice equipment . Rental expense was X19 .3 million in 1994,
;I 19 .U million in 1993 and $18 .3 million in 1992 . Future mini-
mum rental commitments under operating leases having initial or
remaining non-cancelable lease terms exceeding one year are $14 .0
million in 1995, $7 . 3 million in 1996, $5 .4 million in 1997, $3 .5
million in 1998, $2.2 million in 1999 and $23 .4 million thereafter .The net postretirrmcnt health care cost for 1994 was determined

based can the provisions of the company's medical plan in effect oil
/:mu.irv 1, 1994 . In late 1994, the company amended its L .S .
h~.ilch care plan, including several changes with delayed effective
cl .uCs . These amendments changed the eligibility requirements by
rcyuiring 1 5 years of service prior to retirement for new employees
:incl current employees under the age of 40 at the effective date of
January ] , 1995, and changed the cost sharing provisions of the
plan by indexing deductibles and copaymencs and introducing a
cap oil the company's share of future premium costs . These changes
reduced the accumulated posrrecirement benefit obligation at
I)rcernber 31, 1 994 by $20 .0 million, which will be amortized as
a reduction in annual cost on a straight-line basis over 1 2 years .

NOTE 10 - POSTRETIREMEN T HEALTH C ARE

The company provides certain postretiremenc benefits other than
pcnsions, primarily health care, for retired employees . Currently,
suhu:antially all of the company's full-rime employees in the U .S .
become eligible for these benefits after attaining specified years f
service and age 55 at retirement . Participants contribute a portion
of the cost of such benefits . The company's postretirement health
arc plans are not funded .

Eftrctivc January 1, 1993, the company, adopted SFAS 106 which
requires the company to accrue the estimated cost of retiree benefit
pa

'
vments during the years the employee provides services . The rom-

panY previously expensed the cost of these benefits as claims were
incurred . The company elected to immediately recognize the cumu-
Luivc rtlecc of this change in accounting principle. The cumulative
rttcrt at fanuarv 1, 1993 of adopting SFAS 106 was to record a lia-
hiliry for the accumulated postretiremenr benefit obligation of x,9 .9
million, an increase in deferred income tax assets of $28 .4 million
and a decrease in net income of $51 .5 million ($ .'6 per share) .

The status of the U .S. health care plans at December 31 is as
follows :

1994 1993

Accumulated pos crrci r rn,enc benefit
obligations :

Retirees . . . . . . . . . . . . . . . . . . . . . . . . . . . $33."8 ~3?.88~
Ill r eligible acti ve plan participants . . . 16,941 20,866

Other active plan participants . . . . . . l8,?24 38,198
To tal a cc umul ated postretirement
benefit obligation . . . . . . . . . . . . . . . . 69,443 91,949

~. nrrrogni zed n et (loss ) gai n . . . . . . . ?.949 (2,526)
l . nrrcognized net reduction in prior
service costs . . . . . . . . . . . . . . . . . . . . 20,036

Accrued postretirement health
care costs . . . . . . . . . . . . . . . . . . . . . . . . 89' .428 MS9 ,4?3

The assumed health care cost trend race used in measuring the accu-
mulated postretirement benefit obligation was 10.5% in 1994
(1 1 .2594) in 1993), with subsequent annual decrements of .-.175 0/6 to
an ultimate trend rate of 6% . A one-percentage-point increase in
the assumed health care cost trend rate for each vear would increase
the accumulated postretirement benefit obligation by approximate-
ly 14(!i~ and net postretiremenc benefit cost b y approximately 23% .
The discount rate used in determining the accumulated poscrrtire-
mrnt benefit obligation was 8 .75% in 1994 and 7.5% in 1993 .

Net postretirement health care cost consists of the following com-
ponents for the company's U.S . plans :

1994 1 993

Serv i c e cost - benefits earned during
the year . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,916 $ "620

Interest cost on accumulated
postretirement benefit obligation . . 7,131 6, ?24

Net post -e r irement health care cost . . . $10,047 S 9,344

In 19911 . the company applied SFAS 106 for its international loca-
tions and recognized expense and accrued postretirement health
care cost of $4 .0 million for the transition obligation .

The postretirement health care cost increased $8 .1 million ($ .08
per share after taxes) in 1993 as a result of adopting SFAS 106 .
Postretircment health care expense on a pay-as-you-go basis was
S1 .8 million in 1992 .

NOTE 17 - LEASES



The company has various financial instruments, including cash
and short-term investments, investments in nonconsolidated rum-
panirs, foreign currency forward contracts, interest rate swaps and
short- and long-term debt . The company has determined the rsti-
m .atrd fair value of these financial instrument,, by using available
market information and generally accepted valuation mcthuelolu-
girs . '['he use of different market assumptions or estimation
methodologies could have a material effect On the estimated fair
. .duc amounts . The company believes the carrying values Of finan-
cial instruments approximate their fair values except for certain
investments in marketable securities (see Note 3) . The conipajl .v
use% derivative financial instruments onlY to manage well-defined
foreign currency, interest rate and commodity price risks, as
described below. The company does not use derivative financial
instruments for trading purposes.

The company is exposed to the effect of changes in foreign Curren-
cy rate, can its earnings and cash flow as a result of doing business
intern .uiunall4•. In addition to working capital inanagemrnt . E)rir-
ing and suurcing, the company selectively uses foreign currency

Such contracts forw
.ffd contracts to lessen the potential cffecc of these change% .

are generally in connection with transaction .% with
maturities of up to one Year .

Realized and unrealized gains or losses on these contracts are record-
ed in the statement of income, or in the case of transactions clrsig-
natrd as hedges of net foreign investments, in tile Cumulative transla-
tion adjustment account in ocher shareholders' equity. AdditionallN .
Foreign currency forward contract gains and losses on certain future
transactions may be deferred until the future transaction is recorded .
The company's deferred currency gains at December 31, 1994 on for-
eign exchange contracts were insignificant .

At 1)rcrmhcr 31, 1994, the company had short-term forward con-
tracts to sell currencies at various dates during 1 99 5 for $1?.2 million .

The maximum amount of foreign currency tonvard contracts Out-
standing at any one time was 5?5 7 million in 1994 and X45 .6 mil-
lion in 1993 .

The company has also entered into an interest rate swap to effec-
tively convert floating rate debt to a fixed rate oil $1 8 .4 million of
marine terminal Refunding Revenue Bonds due July 1, 21)0(1 (set -
Note a) . The company also uses commodity futures contracts to
reduce its exposure to fluctuations in raw material costs for its spe-
ci .iltY vegetable oils . Realized gains and losses on these contracts ire
included in inventory cost .

Notes :

A. Intrrrumpan}' transfers are made at prices comparable to
normal unaffiliated customer sales for similar products .

B. Affiliated companies ire not allocated to geographic segments.
(;. CurFxoratr assets r O ntii % t Of short-term investments and

inVc.tInents in at fi li,itrd 1:0mpanies .

NOTE 12 - OPERATIONS I N GEOGRAPH IC AREAS

F i n a nci a l d a t a by geog rap hi c area, based o n the l oc ation of tile sub-
sidiary which shipped an d b il l ed th e product, is as follows :

1994 1993 1992

Revenues from cu stomers :
United States . . . . . . . . . . . . S '0?, 103 w b6c1 .6 - + _S _3y, _' _3
Europe . . . . . . . . . . . . . . . . . 512,279 501,551 4-',`)8_'
Far Ea st . . . . . . . . . . . . . . . . 215,632 203,327 l ,R._O2
Othe r . . . . . . . . . . . . . . . . . . 1 63,`)2+ 11 P x9,948 160,29 l

1 .598,99-1 1,525,500 1,552 .2 .iS

Intrrcompanv transfers :
United Stares . . . . . . . . . . . 296.693 '90 . 98 258,0-3

353,60 339 .966 3 26
.707 32'6~4

1 _1 , 004

Gross revenues . . . . . . . . . . . . 1,9)2,599 1,865,466 1,864,252
Less : Interrompanv
transfers . . . . . . . . . . . . . . . . (3S3,605) (339,966) (3 1-',U04)

Consolidated revenues . . . . S 1 . 98,994 S 1,5 ?5, j00 S l .»',_'a8

(lpcr a ting profit :
United States 94 .R00
Europe . . . . . . . . . . . . . . . . 49,'83 >8 ,'81 63,141

223,242 190,009 187'S~q

( I rncral corporate expenses . (?1,?I? ) (?6,'54) (?5,-x)0)
Special charge . . . . . . . . . . . (86,303)
Gun oil sa le of Genentech 41 . _' 35 4? , 443
()the[- income - net . . . . . . . 7,332 53' 11 .90

Income before income t .Gxc s S _' 5 1 ,- +>9 S 119,65 1 S

Identifiable assets :
Untied States . . . . . . . . . . . $ ?31,G>1 5 G3?,919 S 548,601
Europe . . . . . . . . . . . . . . . . 33',457 289,649 248,'23
I;ir!•: .ist . . . . . . . . . . . . . 1>'.344 143,>42 124, 132
Otherr . . . . . . . . . . . . . . . . 74,768 '1 .671 -i.836
Ell ill i nations . . . . . . . . . . . . (81,Gti(l) (88M 1 2) ( t3ti .Gl9)

1,219,580 1,0-4,-49 906,0-3

( ;orEiorate assets . . . . . . . . . . 1?4 .'84 1_".831 _'.'.U.94?

Total assets . . . . . . . . . . . . . . . $1 .394 .3G+ $1,182 ,S80 S l .l?~.l?0

Export sales from the United States to customers, primarily in
Latin .amrric;, she Middle East and Asia, were 5139 million in
1904 . bl 1') million in 1 993 and S136 million in 1992 .

Net assets of non-U .S . Subsidiaries at December 3 ] . 1 994 and I'M i
were Si8H million and S .3 'G million, rrsprrcivrly. Net Income ot
these Subsidiaries was X55 million in 1994, $42 million in 1993 in(.]
S59 million in 199? ; and dividends received from the subsidiaries
Were $8 million, S .V! million and $26 million, respectively.

NOTE 13 -FINANCIAL INSTRUM ENTS



NOTE 16 - TRANSACTIONS WITH MYCOGEN CORPORATION

On December 1, 1992, the company transferred certain of its
.-kgributiiness assets to Mycogen Corporation in exchange for
2,294,59 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 Agrigenitics,
L.P, a partnership with h7ycogen, in exchange for a 49`?'o partner-
ship interest .

On Decetnher 31, 1993, the company sold 29 .54% of
Agrigeneiia, L .P. to Mycogen in exchange for cash of $7 .0 million
and 2,000,000 shares of Mvcogen Common Stock valued at $20 .5
million. This transaction increased the company's ownership of the
outstanding Mycogen Common Stock from ?5°./o to 32% .
Mvcogen liquidated Agrigenecics, L .P. into a successor corporation
named Agrigenetics inc. ("AGI°) and issued to the company AGI
common shares representing a 19 .46% ownership interest .

The company has the right to convert some or all of its interest in
AGI into Mycagen Common Stock or, after November 30, ?000,
the company may require Mycogen to purchase, and Mycogen may
require the company to sell, some or all of its then remaining inter-
esc in AGI for cash. The company and N1ycogen have agreed the
value for the conversion or sale of the company's interest in AGI
will not be less than X21 .4 million nor more than $26 .3 million .

On December 1, 1993, Mycagen mandatorily redeemed $10 mil-
lion of the Preferred Stock for cash . The Preferred Stock held by the
company pays cumulative dividends of 5% per year through
November 30, 1996 ; 8 .5% from December 1, 1996 through

']'he 1991 Stock Incentive Plan p rovides for granting of options to
buy Common Shares intended either to qualify as " incentive stock
Options" under the Internal Revenue Code or 1. non-statutory stock
options" not intended to so qualih-, tip to an amount equal to ogle
percent of the outstanding Common Shares at the beginning of
.us ' }ear, plus any unused amount from prior years . Under the
1991 Plan, options generally become exercisable 70° % one year
after c>rant, 75% after two years, and 100% after three years, and
expire up to ten years after grant . "Reload options," which are
()[)(tons to purchase additional shares if a grantee uses already-
ow n ed shares to pay for an option exercise are granted automati-
cally wider the 1991 ['Ian and may be granted in the discretion of
the administering committee under their 198 Employee Stock
Option Plan . The 1991 Plan generall y supersedes the 1985 Plan,
.il : hough options outsta nding under the ] 985 Plan remain esercis-
ahle until their expiration dates . The option price under both plans
is the fair market value of the shares on the date of grant . Both
plans p e rmi t or permitted the granting of stock appreciation rights

NOTE 1 4 - BUSINESS SEGMENT INFORMATION

'File company has a concentration of sales and receivables in the oil
and chemical industries . The ten largest customers, most of which
are international oil companies and a number of which are group
of affiliated entities, accounted for approximately 45% in 1994
and 441?') of consolidated sales in 1993 and 1992 . Although the
lar,,cst single group accounted for 9% of sales in 1 994 and 1993
and 10°,6 in 1992, this group is made up of a number of separate
entities that the company believes make independent purchasing
decisions .

The company's Agribusiness activities ceased being reportable as a
separate industry segment after December 1, 1992 (see Note 16) .
A description of the company's reportable segments prior [o
December 1, 1992, is contained on page 20 . Industry segment
inEerrmatiun as of and for the year ended December 31 . 1992, is
presented Wow :

Specialty
Chemicals Agribusiness Tonal

Operating results :
Revenues . . . . . . . . . . . . . . . $1,433,358 3 118 ,8 9 $ 1, 5 5_' , ? 4 R
Gross profi t . . . . . . . . . . . . . 450,967 i9 .3? ? 4 90.2 94
Selling and administrative

ex pen s e s . . . . . . . . . . . . . 14 7,G5 3 33,673 181 .3?6
Research, testing and
development expenses . . 1,39,8]0 14,952 154,7/62

Segment income (loss) . . . 185,148 (11,459) 173,689

identifiable ass et s . . . . . . . . . 8'1,4 1 104,339 975,'40

Other related disclosures :
( :apical expenditures . . . . . 89,1,E 6,64 95,814
[7cprcciacion and
amortizatioli . . . . . . . . . . 55,024 6,989 6?.013

Segment income (loss) is before interest and taxes . Consolidated
total assets at December 31, 1 992 included corporate investments
of $ 15 l,3AC) which are not allocable to industry segments .

NOTE 15 - STOCK OPTIONS

in connection with the grant of options, and the 1991 Plan also
permits the grant of restricted and unrestricted shares . In addition,
the 1991 Plan provides for an autornatic annual grant to each out-
side director of the company of an option to purchase 2,000
Common Shares, with terms generally comparable to employee
stock options .

Information regarding these option plans is as follows :

Numbe r of Shares
1994 1993 199 21

Outstanding, January 1 . . . 2 , 338 ,871 .1..,1`1 ~, 2 63 1 , 971170, 446
Granted at $26.06 to
$3 ;' .50 per share . . . . . . . . 614,815 624,546 596,290

Exercised at $9.31 to
$32.81 per share . . . . . . . . (364S19) (394,178) (407,697)

Surrendered at $ 11 .69 to
S3?.50 per share . . . . . . . . (5,450) (38,756) (11,776)

Outstanding, December 31 2,583,721 2,338.8?5 2, J .,17,263

Exercisable, December 3l . . 1, 652,01 2 1,341,767 1 , ?1OJG7

Available for grant,
December 3 ] . . . . . . . . . . . 1,873,186 1,816,751 1,' 18,036

The 1987 Plan options expire June 1995 to November 2004, with
an average option price of $?4 .7?. The 1991 Plan options expire
April 2001 to f unc 2004, with an average option price of $i3 .33 .



On November 18, 1993, a federal covet jury in Houston, Texas,
awarded Exxon Corporation X48 million in damages in a patent
case brought, in 1989, against tile company. The darnages award
relates to a December 1992 verdict that the company willfully
infringed an Exxon patent pertaining to an oil soluble copper addi-
tive component. Chi February 18, 1994, the trial court judge dou-
bled the damages amount and awarded prejudgment interest, court
costs and additional attorneys' fees to Exxon . The total amount (If'
the judgment, including previouslY awarded attorneys' fees, is S+ 12 9
million . The company has obtained a bond to stay enforcement of
the judgment pending the company's appeal discussed below .

The original December 1992 finding of willful infringement, as
well as the jury's determination that the patent is valid, remains on
appeal to the United States Court of Appeals for the Federal
Circuit Court in Washington, D.C ., which has jurisdiction over all
patent cases. ()cal arguments on this appeal were held on
December 6, 1993, and the company does not know when a deci-
sion will be announced . This decision could reverse or modify the
judgment against the company. [n addition, oral arguments can th e
company 's appeal of the February 1994 damages award will he
heard by the same court in Washington.D.C., nn March 8, 1995 .
The company's management continues to believe that it has not
infringed the Exxon patent and that the patent is invalid . Based on
the advice OF legal counsel, management believes that she
December 1992 trial court judgment will not he upheld on appeal .
Therefore, no amount related to she judgment has been recorded
in die company's financial statements .

The company has prevailed in a separate case brought in Canada
against Exxon's Canadian affiliate, Imperial Oil, Ltd ., for infringe-
mcnr of the company's parent pertaining to dispersatit, tile largest
additive component used in motor oils . A 1990 trial court verdict
in favor of the company regarding the issue of liability was u p held
h.- the Federal Court oE'Appeals of Canada in December 1992, and
in October 19 93, the Supreme Court of Canada dismissed
Imperial Oil's appeal of die Court of appeals decision . The case has
returned to the trial court For an assessment of damages . On
October 4, 1994, the trial court judge awarded the company $15
million (Canadian) in special penalty damages, plus attorneys' fcrS,
against Imperial Oil for disregarding an earlier injunction For tile
manufacture or sale of the dispersant which is the subject of this
case. Imperial Oil commenced proceedings to appeal the award of
penalty damages . The company has not reflected the award o1
penalty damages within its financial statements pending the out-
come of the appeal process . The penalty damages are in addition to
compensation damages, as to which no date has been set for a
de[erminarion . A reasonable estimation of the company's potential
recovery for compensation damages cannot be made at this rime .

I n 1 994, tile compa ny upda ted th e est i mated costs to comple t e the
init i a t ives and 3 . 5 a result reclassified approximately S5 mi l lion of
the spec i al charge from the manufacturing rationalizacion portion
to the organ i za t ional rea l ignment portion . This reclassification
reduced the amount of asset write-downs and increased the
:tntount re l ated to employee reductions and other transitional
it ems related to the two initiatives .

November 30, 2000; anal the higher of 1030 or prime plus 3°o per
annum thereafter. At Mvcogens option, dividends mat' be paid in
cash or additional shares of Preferred Stock through November 30,
199 ' and, chereafcer, are payable in cash . The company, at its
option, may convert the Preferred Stock into 4lvcogen Common
Stock at the lower of $ 17 .96 per share or 125% of the market price .

At [)rcember 3l, 1994, the book carrying values of the company's
investments aggregated $41 .2 million for Mycogen and AG[
Common Stock and $30 .0 million for Mycogen Preferred Stock .

Thr company uses the equity method of accounting for its invest-
ment in the Common Stock of lk9ycogen which includes AGI (for-
merly Agrigenetics . [ . .l'. ) . Other income-net 'Includes the following
amounts related to these investments .

1994 1993 1992

Preferred dividends . . . $ 1,454 $ 1,975 $ 164
Equity losses . . . . . . . . . . . . . (94) (_'17 .99') (2,708)
Gain oil sale of investments 13,174

1 . 60 $ (5 .848 ) ti ( _' , 5 44 )

-]'lie 1992 cconsolidated financial statements include revenues of
$88 .6 million, costs and expenses of X95,9 million and segment
loss of $6 .1 million related to the agribusiness transferred assets .

NOTE 17 - SPECIAL CHARGE

'['he company recorded a special charge of $86 .3 million (5 .3i per
share after tax) in the third quarter of 1993 in connection with
Manufacturing rationalization and organizational realignment ini-
tiatives. The manufacturing rationalization plan will he substan-
tially complete by the end of 1996 and through consolidation is
resulting in cost savings from a reduced number of employees,
lower operating costs and fewer manufacturing units used to pro-
duce Intermediate products .

Approximately $51 million of the special charge relates to tile man-
utacturing rationalization of which $Z 7 million relates to asset
write-downs, including w 16 million fur the shutdown OF manufac-
ruring units used to produce intermediate products . The remain-
der of the rationalization portion of the special charge relates to
expected employee reduction at manufacturing locations through
early retirrmeilts, equipment clr :inup and disnianding, employee
relocation and other transillOTIJI LOSES .

The organ i zationa l realignment relates to the consolidation of t h e
company's nonmanufactur i ng activi ties . This portion of the spec i al
charge is approximately $35 million and includes w16 million for
employee early retirement an d re l oca t ion . The remainder of this
po r tion of t he special cha r ge relates to asses write-downs of $13
million, pr i mari l y in the company's Agribusiness investments and
accruals for t ransitional costs .

Cash outlays related to the special charge were approximately $18
million during 1994 and $ 4 million in 1993 . ]Included in liabilities
at December 31, 1994, are future cash Outlays of $24 milli o n, pri -
marily for employee reductions and lease terminations, of which $9
million is expected t o be spen t in 1995 .

NOTE 18 - LITIGAT ION



Three Months Ended

March 1 June 30 Sept. 30 Dec . 31

(In Tba iunndr ofDollars F'r<ept 1'cr 5{pa re Data)

$397,816

125,210

7,483

+3,?£;1

$ .c ;5

$407,163

134,721

7,719

49,132

$.?4

$365,580 $392,236

118, 1 6 8 121,625

35,431 31,342

(3,944) 31,342

.51

x.51

.52 .46 ( .24)

$( .24)Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

La the third quarter of ) 923. the company recorded x rpecial charge decreasing net income 566. 1 million (.8. 8.3 per ;barei .

QUARTERLY FINANCIAL DATA (UNAinilTE)D

1994

Net sa l cs . . . . . . . . . . . . . . . . . . .

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gcncnrech gain (net of tax) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net incom e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net Income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1993

I`;ccs:rtes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Geiiencech gain (net of tax) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income before accounting changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Net income per share :

BrForc accounting change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$396,478

134,601

7,812

47,933

$ .7i

$390,819

129,225

13,070

(15,905)

(15,905)

$391,293

126,193

3,789

35,229

$ . 54

$368,996

116,414

14,517

34,107

34,107



1994 199.1

$1,598,994 $1 .525,500

1,072,025 1,032,199

324,939 3.30,046

1,396,964 1,362,245

91 l 2

51 .55Z .Z48

1,054,376

336,088

1,390,464

15,360

5

177, 144

_',498

12,4646

$1 .81

.81

68,966

$ 591,010

375,587

160,517

l .l?".l?0

$ 568 .913

437,63S

1'6.U 3?

1 .182 .580

14,590 25.140

209,658 181,108

55 ,298 2.3 . 2 58

S 732,236 S 81 9,302

60/6 15916

$ 168,201 98,216

59,595 5 8, 43 5

OTHER DATA

Return on average shareh olders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

At End of Year :

Number of employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Number of shareholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Com mon Shares outstanding (in thousands) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Shareholders' equity per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

All slarrr and per rlrarc data hart been restated to .r,4e l-t the 1-Jot-I murk split effected un Angrur 31 . 1992

4,520

6,494

64,845

$12.83

4,609

6,82?

08,451
$11 .97

4.613

6,61(,

66, 5 90

7.11 .00

HISIORICAI SUMMARY
(In 1hnra,r,irLr of Dollars Evrrpt Per .tilnzrF Ilatnl

SUMMARY OF OPERATIONS

Itrwnur ., . . . . . . . . . . . .

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

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

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

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

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

Provision fur income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Changes in accounting principles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

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

For the liar :

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

Dividends declared per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Average Common Shares outstanding (in tho usands) . . . . . . . . . . . . . . . . . . . . . . . . . .

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

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

Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

' li-) tal asse t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less :

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

Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Long-term deb t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Othe r noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Shareholders' equin' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

49,429

25 1 ,459

'5,884

$ 175,575

$2 . 67

.89

65,737

$ 624,388

558,744

211,232

1,394,364

53,700

199 ,833

11 4, 161

194,631

$ 832,039

7r2".'0

$ 162,261

61,278

(43,604)

19,651

34,676

f39,i'S)

$ 45,600

$ .G7

.85

6? .?O(,
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B OARS Of D IRECTORS

To p R ow le ft to right RONALD A . MITSCH , EDWARD F B ELL . T HOMA S C MacAVOY. DAV I D H . H OAG. RENOLD D . TH OMPSON . WI LLI AM P. MADAR

B o t tom R ow l e ft to rig ht : P EGGY GORDON E LLIOTT , KARL E . WARE, L. E . COLE M AN. W . G. BARES, R ICHA RD A . M I LL ER

PE-.( ;c,YC;uknc?N E11,101-
1-President orrhe Universirv of Akron,
Which has the third largest ~ main
campus enrollment in Ohio and the
nation's largest academic program in
polymer science .

RICHARD A . MILLER
Recired Chairman and Chief
Executive Officer of Centerior Energy
Corporation, an electric utility holding
company with operating subsidiaries
in Northern Ohio .

Thi s entire Annuel Rep o rt was
printed on HeC yc le A P.P .,

Chairman
L . F_ COLENIAN

of the Board arid Chief
Executive Officer

W G . Bnkt _,
President and Chief Operating Officer

h .mt'.mkl) h. g k[LL
Retired ]'resident and Chief Executive
( )h}irer of Ameritech Ohio, which
provides telephone service, data trans-
mission and other advanced telecom-
munications services to residential and
business customers in Ohio .

DAVID H . HOAG
Chairman, President and Chief
Executive Officer of "T ' he [_TV
Corporation and Chief Executive
Offi cer of L[V S t eel Company. The
L1-4' Corporation is a diversified
compan y engaged in the production
ofsteel and the manufacture and
distribution of oil field su p plies .

C. MacAvoi,
professor of Business Administrs1ion,
Darden School, University of Virginia
and Recited Vice Chairman of the
Board of Corning, Inc ., a diversified
glas.s, glass products and diagnostic
services company .

President and Chief Executive Officer
of Nordson Corporation, a compa ny
which manufactures and markers
industrial equipmen t , a l ong with the
soft-ware and application technologies
that enhance its use .

R(IsAI .t) A . NJ rr•cH
Executive Vice Presides[, Industrial
and Consumer Sector of 3!10 ,
a manufacturer of products for indus-
trial, commercial, health care and
Consumer markets .

R I_'vaLU D. THUMPsON
Vice Chairman and a Director
of Oglehay Norton Company, a raw
materials and Great Lakes marine
transportation company.

KARj . E . WARE
Chairman and Chief Executive Officer
of Ware Industries, Inc ., a company
which designs, manufactures and
markets a broad range of specialty
wire Norms and steel components .



[OF E. Hc, i )cF .
V i ce Preside nt

K. 14 . HOPPING
Vice Preside n t and Secretary

S . E KIRK
Vi ce Pres ident

1 '' 1 1:NIC h LE Cot 10)11
Vice President

MARK W M I . I S I E R
Vice Pres ident

J . A _u .N TH0 ,4.A.N
Vice Pres i dent

~I ~rc~atiur~r

was 6,461 as of February 10, 1995 .

Lubrizol offers shareholders of record an opportunity o

purchase additional shares of stock through a dividend

rcinvesrment program .

Interested shareholders should contact our transfer agent,

Keyf;orp Shareholder Services, Inc ., at the address and

telephone number listed above.

CORPORATE INFORMATION
TRANSFER AGENT, REGISTRAR AND DIVIDEND DISBURSING AGENT

}err( :orp Shareholder Services, Inc.

1) 0. Box 6477

C l eve l and, Ohio 4tilOl-1 4?-.

(.2 16 ) 813-S745 (800) 54?-??9Z

ANNUAL MEETING

The Annual Meeting of Shareholders %vill he held ar the

Clarion Hotel & Conference Center, Easdal :e, Ohio, on

April 24, 1995 .

FORM 10- K

The Fe~rm 10-K Annual Report to the Securities and

Exchange Commission will he available April 3 . A copy may be

obtained without charge upon written request to the Secretary

of the Corporation .

SHAREHOLDER INFORMATION

']'lie Common Shares of The Lubrizol Corporation are

listed on the New York Stuck Exchange under the symbol LL .

The number of shareholders of record of Common Shares

OFFICERS

1 . . k',. COL-F:19.-IN

Chairman of the Board and Chief Executive Officer

W G . BARES
President and Chief Operating Officer

Gr-nk(-
'
t R. Hu .

Senior Vice President

kA) A. Aht>itEAS
Vice President and Chief Financial Officer

Jt)tii :PH W BAUF:h
Vice President and General Counsel

/ . G . BL,t .c;F.K
Vice President

STEPHEN A . DI BIAS[
Vice President



zia 943-4200

TECHNICAL CENTERS

Arsugi, Japan

Hazelwood, England

VL-'ickliffe, Ohio

Lubrizol Ttansarabian Company Limited (Saudi Arabia)

C .A . Lubricantes Quimicos L .Q. (Venezuela)
Solub Product Application Laboratory (Russia)

H LUBRIZOL
28400 LAKELAND BOULEVARD

WICKL I F F E . OHIO 14091

PRINCIPAL SUBSIDIARIES AND @RANCHES

Lubrizol A . C ; . ('Swirrerland)

Lubrizol Australia

Lubrizol do Brasil Aditivos, Lida .

Lubrizol Canada Limited

Lubrizol de Chile Limitada

Lubrizol China, Inc .

Lubrizol Fspanola, S .A

Lubrizol France S.A .

Lubrizol Gesellschaft m.b . H . (Austria)

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

Lubrizol Great Britain Limited

Lubrizol International Inc .

Lubrizol International Management Corporation

Lubrizol Italiana, S .p .A .

Lubrizol Japan, Limited

Lubrizol Korea

Lubrizol Limited (Engl and)

Lubrizol de Mexico, S . de R .L .

Lubrizol Overseas Trading Corporation

Lubrizol S .A . (Belgium)

Lubrizol Scandinavia AB

Lubrizol Servicios Tecnicos S . dc R. L . (Mexico)

Lubrizol South Africa (Pry.) Limited

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

Lubrizol de Venezuela CA .
Anedco Inc .
Gate City Equipmen t Company, I nc .

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

SVO Specialty Products, Inc .

AFFILIATE S

Lubrizol India I muted

I nduscrias Lubrizol S .A. de C . V. (Mexico)

MANUFACTURING PLANTS

Painesville, Ohio

Bay port, Texas

Deer Park, Texas

Houston, 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 , ti a u di .Uab ia

Jurong, Singapore

Durban, South Africa

Valenc i a, Venezuela


	00036628.JPG
	page 1

	00036629.JPG
	page 1

	00036630.JPG
	page 1

	00036631.JPG
	page 1

	00036632.JPG
	page 1

	00036633.JPG
	page 1

	00036634.JPG
	page 1

	00036635.JPG
	page 1

	00036636.JPG
	page 1

	00036637.JPG
	page 1

	00036638.JPG
	page 1

	00036639.JPG
	page 1

	00036640.JPG
	page 1

	00036641.JPG
	page 1

	00036642.JPG
	page 1

	00036643.JPG
	page 1

	00036644.JPG
	page 1

	00036645.JPG
	page 1

	00036646.JPG
	page 1

	00036647.JPG
	page 1

	00036648.JPG
	page 1

	00036649.JPG
	page 1

	00036650.JPG
	page 1

	00036651.JPG
	page 1

	00036652.JPG
	page 1

	00036653.JPG
	page 1

	00036654.JPG
	page 1

	00036655.JPG
	page 1

	00036656.JPG
	page 1

	00036657.JPG
	page 1

	00036658.JPG
	page 1

	00036659.JPG
	page 1

	00036660.JPG
	page 1

	00036661.JPG
	page 1

	00036662.JPG
	page 1

	00036663.JPG
	page 1

	00036664.JPG
	page 1

	00036665.JPG
	page 1

	00036666.JPG
	page 1

	00036667.JPG
	page 1

	00036668.JPG
	page 1

	00036669.JPG
	page 1

	00036670.JPG
	page 1

	00036671.JPG
	page 1


