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Section 1 – Registrant’s Business and Operations
 
 
Item .01   Entry into a Material Definitive Agreement
 
On October 23, 2008, El Dorado Nitrogen, L.P. (“EDN”), and El Dorado Chemical Company (“EDC”), both subsidiaries of LSB Industries, Inc.
(the  “Company”),  entered into a new Nitric Acid Supply Operating and Maintenance Agreement (the “Bayer Agreement”) with Bayer MaterialScience, LLC
(“Bayer”).  The Bayer Agreement succeeds the Baytown Nitric Acid Project and Supply Agreement, dated June 27, 1997 (the “Original Bayer Agreement”),
and its five year term commences as of June 24, 2009, following the expected termination of the Original Bayer Agreement.  The Bayer Agreement provides
up to five renewal terms of five years each, subject to either party opting against renewal prior to each new renewal period.
 
Under the terms of the Bayer Agreement, Bayer will purchase from EDN all of Bayer’s requirements for nitric acid for use in Bayer’s chemical
manufacturing facility located in Baytown, Texas (the “Baytown Plant”).  Bayer will also supply ammonia as required for production of nitric acid at the
Baytown Plant, in addition to certain utilities, chemical additives and services that are required for such production.  Any surplus nitric acid manufactured at
the Baytown Plant that is not required by Bayer will be marketed to third parties by EDN.  The Bayer Agreement provides that Bayer will make certain net
monthly payments to EDN which will be sufficient for EDN to recover all of its costs plus a profit.
 
Pursuant to the terms of the Original Bayer Agreement, Bayer has provided notice of exercise of its option to purchase from a third party all of the assets
comprising the Baytown Plant, except certain assets which will be owned by EDN for use in the production process (the “EDN Assets”).  EDN will continue
to be responsible for the maintenance and operation of the Baytown Plant in accordance with the terms of the Bayer Agreement.
 



If there is a change in control of EDN, Bayer will have the right to terminate the Bayer Agreement upon payment of a termination fee of approximately $6.3
million, plus 1.1 times the then current net book value of the EDN Assets.  In addition, if EDN receives a third-party offer to purchase any voting equity
securities of EDN or the assets comprising the EDN Assets that EDN would like to accept, Bayer will have the option to pay the termination fee or the
amount of the third party offer and to terminate the Bayer Agreement.
 
The Company’s press release announcing the Bayer Agreement is attached as an exhibit to this report and is incorporated herein by reference.
 
Item 9.01. Financial Statements and Exhibits
 
(d) Exhibits.
 
Exhibit                   Description                                
 
99.1 Press Release, issued October 24, 2008
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
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By: /s/ Tony M. Shelby        
Name: Tony M. Shelby,
Title: Executive Vice President and
Chief Financial Officer
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FOR IMMEDIATE RELEASE

LSB INDUSTRIES, INC. ANNOUNCES CHEMICAL BUSINESS SUBSIDIARY RENEWS 
AND EXTENDS SIGNIFICANT SUPPLY AGREEMENT

WITH BAYER MATERIALSCIENCE LLC

Oklahoma City, Oklahoma …….. October 24, 2008…..   LSB Industries, Inc. (“LSB” or the “Company”), (NYSE Alternext US: LXU) announced today that
its subsidiary, El Dorado Nitrogen, L.P. (“EDN”) has completed its renewal and extension discussions with Bayer MaterialScience LLC (“Bayer”) and will
continue its strategic supply relationship into the next decade.  The new five year Agreement provides for EDN to supply Bayer with its total requirements for
nitric acid at its Baytown, Texas polyurethane intermediates complex.  The EDN facility is a world class nitric acid manufacturing facility capable of
producing more than 475,000 tons of nitric acid each year.

Jack E. Golsen, the Company’s Chairman and CEO, stated that “We are proud to be chosen by Bayer to continue working with them at their world-scale
Baytown complex.  Bayer and our LSB chemical business operations have had an excellent business relationship over these past ten years, and we look
forward to working together in the future.”

Separately, Cherokee Nitrogen Company, a subsidiary of our chemical business, is also pleased to announce the extension of its ammonium nitrate supply
requirements agreement with Nelson Brothers, LLC for its emulsion plant on the Cherokee, Alabama site.

LSB is a manufacturing, marketing and engineering company.  Through its subsidiaries, LSB’s principal business activities consist of the manufacture and
sale of commercial and residential climate control products, such as geothermal and water source heat pumps, hydronic fan coils, large custom air handlers,
the manufacture and sale of chemical products for the mining, agricultural and industrial markets, and the provision of specialized engineering services and
other activities.  LSB is included in the Russell 2000 Index and the Russell 3000 Index.

 


