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Section 2 – Financial Information

Item 2.02. Results of Operations and Financial Condition

On November 6, 2015, LSB Industries, Inc. (the “Company”) issued a press release to report its financial results for the third quarter ended September 30,
2015. The press release is attached hereto as Exhibit 99.1 and the commitment for financing referred to therein is attached as Exhibit 99.2. Exhibits 99.1 and
99.2 are incorporated herein by reference.

On November 6, 2015, at 10:00 a.m. (Eastern time) / 9:00 a.m. (Central time), the Company held a conference call broadcast live over the Internet to discuss
the financial results of the third quarter ended September 30, 2015.

The information contained in this Item 2.02 of this Form 8-K and the Exhibit attached hereto are being furnished and shall not be deemed “filed” for the
purposes of Section 18 of the Securities Act of 1934 (as amended), or otherwise subject to the liabilities of such section, nor shall it be deemed incorporated
by reference in any filing under the Securities Act of 1933 (as amended), except as shall be expressly set forth by specific reference to this Item 2.02 in such
filing.

Item 9.01. Exhibits

The information contained in the accompanying Exhibit 99.1 and Exhibit 99.2 shall not be deemed filed for purposes of Section 18 of the Exchange Act or
incorporated by reference in any filing under the Exchange Act or the Securities Act, except as shall be expressly set forth by specific reference to such
Exhibit 99.1and Exhibit 99.2 in such filing.

(d) Exhibits.
 
Exhibit  Description

99.1   Press Release issued by LSB Industries, Inc. dated November 6, 2015

99.2   Commitment Letter dated November 6, 2015
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Exhibit 99.1
 

FOR IMMEDIATE RELEASE

LSB INDUSTRIES, INC. REPORTS OPERATING RESULTS
FOR THE 2015 THIRD QUARTER

Revises Cost Estimate for El Dorado Facility Expansion to $831 Million to $855 Million; $564 Million Invested as of September 30, 2015

Announces Strategic Investment of $260 Million to Complete El Dorado Expansion

El Dorado Ammonia Plant Remains on Track to be in Production Early in Second Quarter of 2016

Provides Chemical Business Product Volume Guidance for 2015 Fourth Quarter

OKLAHOMA CITY, Oklahoma…November 6, 2015… LSB Industries, Inc. (“LSB”) (NYSE: LXU) today announced results for the third quarter ended
September 30, 2015.

Financial Highlights of Third Quarter 2015 Compared to Third Quarter 2014 (See Pages 14-15 for Non-GAAP Reconciliations)
 

 •  Net sales decreased 7.8% to $157.7 million compared to $171.0 million.
 

 •  Adjusted operating loss was $13.0 million compared to operating loss of $1.2 million.
 

 •  Adjusted EBITDA was a loss of $1.6 million compared to gain of $8.1 million. Adjusted net loss applicable to common shareholders was $8.3 million,
or $0.36 per diluted share, compared to net loss applicable to common shareholders of $3.8 million, or $0.17 per diluted share.

“Our ongoing engineering and construction review and analysis of our El Dorado Facility Expansion recently determined that the expected cost to complete
the project is higher than we previously estimated when we reported second quarter 2015 results in August,” stated Daniel Greenwell, LSB’s Interim CEO.
“The primary reason for the further cost escalation relates to mechanical and piping labor cost increases versus earlier estimates. Despite the increased cost
estimate to complete our expansion project, the new nitric acid plant should be in production next week, and the ammonia plant remains on track to be in
production early in the second quarter of 2016, which we expect to dramatically increase the profitability of the facility. Additionally, we are pleased to report
that we have signed a three-year offtake agreement with Koch Fertilizer for all of the excess ammonia the new El Dorado ammonia plant is expected to
produce, above that consumed by that plant for upgrade into other products. We’ve worked hard to secure the financing that should allow us to complete the
project with little impact to our timeline, and expect that even with the increased costs, the new ammonia and nitric acid facilities will provide a solid return
and significant incremental cash flow.”

Mr. Greenwell continued, “Turning to our third quarter financial performance, as we previously announced, the results for our Chemical Business were
negatively impacted by an unplanned outage at our Pryor Facility. Sales levels at our El Dorado Facility relative to the 2014 third quarter continued to



reflect the April 2015 expiration of our contract with Orica for low density ammonium nitrate while operating losses at the facility were the result of lower
fixed cost absorption on the reduced volume and the ongoing cost disadvantage resulting from the use of purchased ammonia. While the issues at both Pryor
and El Dorado have constrained our financial performance for several quarters, we now expect increased reliability and more consistent production levels at
Pryor in the quarters to come. Pryor may continue to have periodic outages through the end of 2016 as we continue the plant modernization and critical
maintenance activities, but with the upgrades completed since 2013, and the remaining improvements we have planned, we expect this facility to operate
more consistently and profitably. This is evidenced by the fact that Pryor ran at full operational rates for the month of October. We are also pleased that our
Cherokee Facility is running at improved rates, with a 100% on-stream rate in the third quarter and over 95% in the last three quarters.”

“Our Climate Control Business posted modest sales growth in the third quarter as a result of continued strong demand for our hydronic fan coils, large custom
air handlers and engineering and construction services offset by a decline in sales of heat pumps for residential applications as the impact that sustained low
natural gas prices has been having on demand for our residential geothermal HVAC systems. We continue to implement our operational excellence initiatives
in this business, including managerial enhancements, new product development and cost reductions aimed at driving increased sales and profitability.”

Mr. Greenwell concluded, “During the third quarter, I assumed the role of LSB’s Interim CEO while fellow Board member, Richard Sanders, was appointed
Interim Executive Vice President of Chemical Manufacturing. I believe LSB is in the midst of an important and pivotal transition period, during which we are
diligently positioning the Company for significantly enhanced long-term growth. Working with the existing leadership team, both Richard and I are
committed to advancing the strategic growth initiatives that the Company has had underway, while instilling a performance oriented, accountable culture
throughout the organization, and pursuing the previously disclosed strategic alternatives for both of our businesses. During the third quarter, our primary
focus was to accurately revise the capital expenditure projections for the El Dorado project, increase the reliability and production consistency of our
facilities, and secure the financing necessary to complete our El Dorado Expansion. We believe these three objectives have been met. Over the longer-term,
our goal is to deliver significantly improved value to our shareholders, while providing excellent service to our customers, and a safe, motivating environment
for our employees.”
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Chemical Business Third Quarter 2015 Compared to Third Quarter 2014:
 

   Three Months Ended September 30,  
   2015    2014    Change  
   (In millions)  
Net sales   $ 80.6    $ 94.8    $ (14.2) 
Operating loss   $ (55.0)   $ (5.6)   $ (49.4) 
Segment EBITDA   $ (5.5)   $ 2.2    $ (7.7) 

Comparison of 2015 period to 2014 period:
 

 

•  Net sales decreased as a 25-day turnaround followed by an unplanned outage at the Pryor Facility, coupled with lower selling prices, reduced
sales of agricultural products. These factors were partially offset by higher on-stream rates at the Cherokee Facility, which underwent a bi-annual
turnaround in the third quarter of 2014 without a turnaround in 2015. Sales of mining products declined due to the expiration of our take-or-pay
contract with Orica in April 2015, and overall softening in the coal markets. A decrease in sales of industrial products was the result of lower
ammonia prices passed through to contractual customers, partially offset by higher volumes.

 

 

•  Operating loss and EBITDA were negatively impacted by the lower on-stream production rates at the Pryor Facility, which translated into lost
sales and reduced absorption of fixed overhead costs. The El Dorado Facility also experienced lower fixed cost absorption as a result of the
decreased production and sales of low density ammonium nitrate attributable to the aforementioned Orica contract. Also included in operating
loss was an impairment expense of $39.7 million to write down the carrying value of our working interest in natural gas properties. Excluding
this item, adjusted operating loss was $15.3 million.

 

 

•  The El Dorado Facility produces agricultural grade AN, nitric acid and industrial grade AN from purchased ammonia, which is currently at a cost
disadvantage compared to products produced from natural gas. This cost disadvantage, along with the impact from the loss of Orica and certain
additional expenses related to the El Dorado Expansion projects, resulted in an operating loss for the facility during the 2015 period of
approximately $15.0 million compared to an operating loss of approximately $6.6 million in third quarter 2014.

 
   Three Months Ended September 30,  
   2015   2014     
   (Dollars in millions)     

Sales by Market Sector   Sales    
Sector
Mix   Sales    

Sector
Mix   

%
Change 

Agricultural   $29.2     36%  $34.1     36%   (14)% 
Industrial, mining and other    51.4     64%   60.7     64%   (15)% 

    
 

     
 

   

  $80.6     $94.8      (15)% 
    

 

     

 

   

The following tables provide key operating metrics for the Agricultural products of our Chemical Business.
 

   Three Months Ended September 30,  
Product (tons sold)   2015    2014    % Change 
Urea ammonium nitrate (UAN)    63,355     44,949     41% 
Ammonium nitrate (AN)    16,165     24,411     (34)% 
Ammonia    15,976     24,699     (35)% 
Other    3,514     4,522     (22)% 

    
 

    
 

    
 

   99,010     98,581     —  % 
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Average Selling Prices (price per ton)             
UAN   $206    $233     (12)% 
AN   $323    $360     (10)% 
Ammonia   $465    $480     (3)% 

With respect to sales of Industrial, Mining and Other Chemical Products, the following table indicates the volumes sold of our major products.
 

   Three Months Ended September 30,  
Product (tons sold)   2015    2014   % Change 
Nitric acid    144,290     139,801    3% 
LDAN/HDAN    11,746     12,735(A)   (8)% 
AN solution    28,771     23,790    21% 
Ammonia    11,272     11,360    (1)% 

 
(A) Under the Orica contract that expired in April 2015, Orica paid for 60,000 tons of ammonium nitrate in Q3 2014, but actual tons sold to Orica for the

quarter were 11,022.
 

Input Costs             
Average purchased ammonia cost/ton   $ 445    $ 513     (13)% 
Average natural gas cost/MMbtu   $3.19    $4.13     (23)% 

Climate Control Business Third Quarter 2015 Compared to Third Quarter 2014:
 

   Three Months Ended September 30,  
   2015    2014    Change  
   (In millions)  
Net sales   $ 75.1    $ 73.5    $ 1.6  
Operating income   $ 7.2    $ 8.4    $ (1.2) 
Segment EBITDA   $ 8.4    $ 9.7    $ (1.3) 

Comparison of 2015 period to 2014 period:
 

 

•  Net sales increased largely due to higher sales of hydronic fan coils resulting from stronger incoming orders in the first quarter, an increase in
average unit price and favorable product mix. Sales of other HVAC products also rose, with higher sales of custom air handlers reflecting
increased order levels in 2014, and higher engineering and construction services resulting from a project award received earlier in the year that is
expected to be completed in the fourth quarter of 2015, partially offset by a decline in sales of modular chillers due to the push out of customer
requested delivery dates. Heat pump sales were lower, predominantly for residential markets and, to a lesser extent, commercial/institutional
markets reflecting the loss of the water source heat pump contract with Carrier. Excluding Carrier sales, water source heat pump sales for the
commercial/institutional markets increased 3%.

 

 
•  Operating income and EBITDA were lower compared to the prior year period as a result of unfavorable product mix towards

commercial/institutional products, which carry lower margins than residential products coupled with higher variable selling expenses primarily
relating to warranty and freight costs.

 

 

•  New orders for Climate Control products were $65.1 million in the third quarter of 2015, down 12% compared to the third quarter of 2014, and
down 7% from the second quarter of 2015. New orders from the commercial end-markets were down 10% from the third quarter of 2014, while
residential product new orders declined 23%. Backlog of $71.2 million as of September 30, 2015 declined approximately 3% from third quarter
2014 levels and was 5% lower than backlog at June 30, 2015. As of October 31, 2015, backlog was $71.8 million.
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   Three Months Ended September 30,  
   2015   2014     
   (Dollars in millions)     

Sales by Market Sector   Sales    
Sector
Mix   Sales    

Sector
Mix   

%
Change 

Commercial/Institutional   $66.4     88%  $61.5     84%   8% 
Residential    8.7     12%   12.0     16%   (28)% 

    
 

     
 

   

  $75.1     $73.5      2% 
    

 

     

 

   

Sales by Product Category   Sales    
Product

Mix   Sales    
Product

Mix   
%

Change 
Heat pumps   $42.0     56%  $46.5     63%   (10)% 
Fan coils    19.0     25%   16.5     23%   15% 
Other HVAC    14.1     19%   10.5     14%   34% 

    
 

     
 

   

  $75.1     $73.5      2% 
    

 

     

 

   

Financial Position and Capital Additions

As of September 30, 2015, total cash and investments were $39.0 million, including short-term investments.

Total long-term debt was $496.4 million at September 30, 2015 compared to $457.3 million at December 31, 2014 and the borrowings on our $100 million
Working Capital Revolver Loan were $13.3 million (borrowing availability, which is tied in to eligible accounts receivable and inventories, was $57.6 million
at September 30, 2015). Interest expense, net of capitalized interest, for the third quarter of 2015 was $0.9 million compared to $5.1 million for the same
period in 2014.

Capital additions were $139.7 million in the third quarter of 2015, including $128.6 million relating to the expansion projects at the El Dorado Facility.
Planned capital additions, in the aggregate, are estimated to range from $280 million to $310 million, including $267 million to $291 million remaining for
the El Dorado Expansion projects. An estimated $70 million to $75 million of the capital additions needed to complete the El Dorado Expansion projects will
occur in 2016.
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Fourth Quarter 2015 Chemical Business Sales Volume Outlook

The Company’s outlook for sales volume for the fourth quarter of 2015 in its Chemical Business is as follows:
 

Products   Sales (tons)
Agriculture:   

UAN   100,000 – 110,000
HDAN   25,000 – 30,000
Ammonia   25,000 – 30,000

Industrial, Mining and Other:   
Nitric acid   130,000 – 140,000
LDAN/HDAN   15,000 – 20,000
AN solution   20,000 – 25,000
Ammonia   5,000 – 10,000

El Dorado Facility Expansion Update

Over the course of September and October, management in conjunction with the owner’s representative, the engineering, procurement and construction
contractor and other consultants determined that the total cost to complete the El Dorado Expansion projects will exceed what we previously projected, due,
in part, to mechanical and piping labor cost increases compared to earlier estimates. We have now determined that the total cost to complete the El Dorado
Expansion projects is estimated to be in the range of $831 million to $855 million ($564 million spent as of September 30, 2015 and $197 million to $216
million to be spent in the fourth quarter of 2015 and between $70 million to $75 million to be spent in 2016).

It is expected that the new ammonia plant will be mechanically complete by early February 2016 and should begin production early in the second quarter of
2016. As it relates to the new nitric acid plant and concentrator, the concentrator went into production in June 2015 and the nitric acid plant is expected to be
in production beginning the week of November 9th.

New Financing to Complete El Dorado Project

On November 6, 2015, the Company executed a commitment for financing for the purpose of completing its El Dorado Expansion project. The commitment
is from Security Benefit Corporation and one or more of its affiliates (“Investor”) and provides for $260 million of capital in the form of debt and equity. The
details are as follows:
 

 •  $50 million in Senior Secured Notes issued at par with a 12% annual interest rate, subject to certain adjustments, maturity of August 2019,
callable by the Company beginning August 2016 at 106%, August 2017 at 103% after August 2018 at par.

 

 
•  $210 million in cumulative redeemable nonconvertible perpetual non-voting preferred stock (“Preferred Stock”) with a 14% annual dividend rate

and an economic participation right equal to 2% of the outstanding common stock before the transaction; Company will be entitled to redeem the
Preferred Stock at any time without premium or penalty at the liquidation preference plus
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 accrued and unpaid dividends plus the value of the participating right. The Investor will have the option to redeem the Preferred Stock beginning
one day after the maturity date of the Company’s existing Senior Secured Notes.

 

 •  Warrants to purchase 17.99% of the Company with an exercise price of $0.01 per warrant and a ten year term.
 

 •  Voting rights equal to 19.99% of the outstanding common stock before the transaction.
 

 •  The right to appoint three nominees to the Company’s Board as replacements for three existing independent directors effective at the closing of
the Preferred Stock.

 

 •  The Company will pay a commitment fee of 2% on the full amount of the committed financing and a funding fee of 2% upon issuance of each of
the Senior Secured Notes and the Preferred Stock.

 

 
•  The Company will pay a fee of 3% of the Preferred Stock commitment in the event that the Preferred Stock and Warrants are not issued as a

result of the Company obtaining financing from a different entity or if the Preferred Stock and Warrants are not issued as a result of the
Company’s failure to satisfy conditions precedent that are solely within its control.

Timing and Conditions of Financing
 

 •  We expect to close the Senior Secured Notes over the next few days. We expect to close the rest of the financing prior to December 31st, subject
to definitive agreements and Hart-Scott-Rodino Act approval, if required.

Conference Call

LSB’s management will host a conference call covering the third quarter results on Friday, November 6, 2015 at 10:00 am ET/9:00 am CT to discuss these
results and recent corporate developments. Participating in the call will be Interim CEO, Dan Greenwell and Executive Vice President and CFO, Mark
Behrman. Interested parties may participate in the call by dialing (201) 493-6739. Please call in 10 minutes before the conference is scheduled to begin and
ask for the LSB conference call. To coincide with the conference call, LSB will post a slide presentation at www.lsbindustries.com on the webcast section of
Investor Info tab.

To listen to a webcast of the call, please go to the Company’s website at www.lsbindustries.com at least 15 minutes before the conference call to download
and install any necessary audio software. The conference call webcast will be archived on the Company’s website. LSB suggests that listeners use Microsoft
Explorer as their web browser.

LSB Industries, Inc.

LSB is a manufacturing and marketing company. LSB’s principal business activities consist of the manufacture and sale of chemical products for the
agricultural, mining and industrial markets; and, the manufacture and sale of commercial and residential climate control products, such as water source and
geothermal heat pumps, hydronic fan coils, modular geothermal and other chillers and large custom air handlers.

This press release contains certain forward-looking statements within the meaning of the Private Securities Litigation Act of 1995. These forward-looking
statements generally are identifiable by use of the words “believe,” “expects,” “intends,” “plans to,” “estimates,” “projects” or similar expressions, and
include but not limited to, our expectation that the closing of the sale of the Senior Secured Notes, Preferred Stock and Warrants will occur; belief that the
following objectives have been met: accurately revise the capital expenditure projections for the El Dorado project, increase in the reliability and production
consistency of our facilities, and securing the financing necessary to complete our El Dorado
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Expansion; outlook for commercial and residential construction; planned capital additions for balance of 2015; cost of El Dorado facility expansion and
timing of completion and; funding of capital expenditures and cash needs.

Investors are cautioned that such forward-looking statements are not guarantees of future performance and involve risk and uncertainties, and that actual
results may differ materially from the forward-looking statements as a result of various factors, including, but not limited to, general economic conditions;
weather conditions; lack of growth in the commercial and residential construction industry; acceptance by the market of our geothermal heat pump products;
acceptance of our technology; increased competitive pressures, domestically and foreign; price increases for raw materials; loss of significant customer;
changes to federal legislation or adverse regulations; available working capital; ability to install necessary equipment and renovations at the El Dorado
Facility and the Pryor Facility in a timely manner; receipt in a timely manner of production equipment; problems with production equipment; and other
factors set forth under “Risk Factors” and “A Special Note Regarding Forward-Looking Statements” in the Form 10-K for year ended December 31, 2014 and
if applicable, our Quarterly Reports on Form 10-Q and our Current Reports on Form 8-K, which contain a discussion of a variety of factors which could cause
the future outcome to differ materially from the forward-looking statements contained in this release. The closings of the sale of Senior Secured Notes,
Preferred Stock and Warrants are subject to satisfaction of certain conditions, including conditions that may be out of LSB’s control.
 
Company Contact:
Mark Behrman, Chief Financial Officer
(405) 235-4546

  

Investor Relations Contact:
Fred Buonocore (212) 836-9607
Linda Latman (212) 836-9609
The Equity Group Inc.

See Accompanying Tables
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LSB Industries, Inc.
Financial Highlights

Three Months and Nine Months Ended September 30,
 
   Three Months   Nine Months  
   2015   2014   2015   2014  
   (In Thousands, Except Per Share Amounts)  

Net sales   $157,685   $171,046   $534,202   $551,233  
Cost of sales    144,406    146,660    443,682    429,256  

    
 

   
 

   
 

   
 

Gross profit    13,279    24,386    90,520    121,977  

Selling, general and administrative expense    29,382    25,208    89,598    77,364  
Provision for (recovery of) losses on accounts receivable    (161)   70    352    (86) 
Impairment of natural gas properties    39,670    —      39,670    —    
Property insurance recoveries in excess of losses incurred    —      —      —      (5,147) 
Other expense (income), net    (725)   305    (996)   1,418  

    
 

   
 

   
 

   
 

Operating income (loss)    (54,887)   (1,197)   (38,104)   48,428  

Interest expense, net    877    5,079    6,505    17,458  
Non-operating other income, net    (23)   (89)   (107)   (242) 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations before provision (benefit) for income taxes and equity in
earnings of affiliate    (55,741)   (6,187)   (44,502)   31,212  

Provision (benefit) for income taxes    (21,982)   (2,415)   (17,842)   12,286  
Equity in earnings of affiliate    —      —      —      (79) 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations    (33,759)   (3,772)   (26,660)   19,005  

Net loss from discontinued operations    4    5    37    28  
    

 
   

 
   

 
   

 

Net income (loss)    (33,763)   (3,777)   (26,697)   18,977  

Dividends on preferred stocks    —      —      300    300  
    

 
   

 
   

 
   

 

Net income (loss) applicable to common stock   $ (33,763)  $ (3,777)  $ (26,997)  $ 18,677  
    

 

   

 

   

 

   

 

Weighted-average common shares:      
Basic    22,799    22,596    22,741    22,558  

    

 

   

 

   

 

   

 

Diluted    22,799    22,596    22,741    23,662  
    

 

   

 

   

 

   

 

Income (loss) per common share:      
Basic   $ (1.48)  $ (0.17)  $ (1.19)  $ 0.83  

    

 

   

 

   

 

   

 

Diluted   $ (1.48)  $ (0.17)  $ (1.19)  $ 0.80  
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LSB Industries, Inc.
Financial Highlights

Three Months and Nine Months Ended September 30,
 
   Three Months   Nine Months  
   2015   2014   2015   2014  
   (In Thousands)  

Net sales:      
Chemical   $ 80,623   $ 94,767   $320,205   $345,744  
Climate Control    75,050    73,485    207,090    196,585  
Other    2,012    2,794    6,907    8,904  

    
 

   
 

   
 

   
 

  $157,685   $171,046   $534,202   $551,233  
    

 

   

 

   

 

   

 

Gross profit (loss): (1)      
Chemical (2)   $ (10,456)  $ (521)  $ 25,001   $ 57,161  
Climate Control    22,978    23,862    63,021    61,628  
Other    757    1,045    2,498    3,188  

    
 

   
 

   
 

   
 

  $ 13,279   $ 24,386   $ 90,520   $121,977  
    

 

   

 

   

 

   

 

Operating income (loss): (1)      
Chemical (2)(3)   $ (55,046)  $ (5,587)  $ (31,546)  $ 46,815  
Climate Control    7,163    8,452    15,479    17,396  
Other    169    397    745    1,298  
General corporate expenses (4)    (7,173)   (4,459)   (22,782)   (17,081) 

    
 

   
 

   
 

   
 

   (54,887)   (1,197)   (38,104)   48,428  
Interest expense, net (5)    877    5,079    6,505    17,458  
Non-operating income, net:      

Chemical    (16)   (73)   (77)   (213) 
Climate Control    —      —      (4)   —    
Corporate and other business operations    (7)   (16)   (26)   (29) 

Provision (benefit) for income taxes    (21,982)   (2,415)   (17,842)   12,286  
Equity in earnings of affiliate - Climate Control    —      —      —      (79) 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations   $ (33,759)  $ (3,772)  $ (26,660)  $ 19,005  
    

 

   

 

   

 

   

 

 
(1) Gross profit (loss) by business segment represents net sales less cost of sales. Gross profit classified as “Other” relates to the sales of industrial

machinery and related components. Operating income (loss) by business segment represents gross profit (loss) by business segment less selling, general
and administrative expense (“SG&A”) incurred by each business segment plus other income and other expense earned/incurred by each business
segment before general corporate expenses.

(2) During the third quarter of 2015, a Turnaround was performed at our Pryor Facility. Following the completion of a Turnaround at our Pryor Facility we
experienced unplanned downtime while restarting the plant that negatively impacted production, sales and operating results. During the first quarter of
2014, we recognized business interruption and property insurance recoveries totaling $28.0 million, of which approximately $22.9 million was
recognized as a reduction to cost of sales. During the third quarter of 2014, a Turnaround was performed at our Cherokee Facility, which negatively
impacted production, sales and operating results.
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LSB Industries, Inc.
Financial Highlights

Three Months and Nine Months Ended September 30,
 
(3) During the third quarter of 2015, our Chemical Business recognized an impairment charge of $39.7 million relating to our working interest in natural

gas properties.
(4) General corporate expenses consist of the following:
 

   Three Months Ended    Nine Months Ended  
   September 30,    September 30,  
   2015    2014    2015    2014  
   (In Thousands)  
Selling, general and administrative:         

Personnel costs   $(4,428)   $(2,134)   $ (11,118)   $ (6,478) 
Fees and expenses relating to shareholders (A)    (113)    (230)    (4,447)    (4,692) 
Professional fees    (1,556)    (1,185)    (4,387)    (3,333) 
All other    (1,058)    (915)    (2,829)    (2,633) 

    
 

    
 

    
 

    
 

Total selling, general and administrative    (7,155)    (4,464)    (22,781)    (17,136) 
Other income    4     19     73     69  
Other expense    (22)    (14)    (74)    (14) 

    
 

    
 

    
 

    
 

Total general corporate expenses   $(7,173)   $(4,459)   $(22,782)   $(17,081) 
    

 

    

 

    

 

    

 

 

(A) These fees and expenses include costs associated with evaluating and analyzing proposals received from certain activist shareholders and dealing,
negotiating and settling with those shareholders in order to avoid proxy contests.

 

(5) During the three and nine months ended September 30, 2015, interest expense is net of capitalized interest of $8.3 million and $20.9 million,
respectively. During the three and nine months ended September 30, 2014, interest expense is net of capitalized interest of $3.9 million and $9.2
million, respectively.
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LSB Industries, Inc.
Consolidated Balance Sheets

 
   

September 30,
2015    

December 31,
2014  

   (In Thousands)  
Assets     
Current assets:     

Cash and cash equivalents   $ 23,958    $ 186,811  
Restricted cash    —       365  
Short-term investments    15,000     14,500  
Accounts receivable, net    90,064     88,074  
Inventories:     

Finished goods    24,170     28,218  
Work in progress    2,743     2,763  
Raw materials    26,782     25,605  

    
 

    
 

Total inventories    53,695     56,586  
Supplies, prepaid items and other:     

Prepaid insurance    2,611     13,752  
Precious metals    14,398     12,838  
Supplies    17,220     15,927  
Prepaid and refundable income taxes    8,709     7,387  
Other    4,175     5,438  

    
 

    
 

Total supplies, prepaid items and other    47,113     55,342  
Deferred income taxes    20,385     17,204  

    
 

    
 

Total current assets    250,215     418,882  

Property, plant and equipment, net    874,575     619,205  

Other assets:     
Noncurrent restricted cash and cash equivalents    —       45,969  
Noncurrent restricted investments    —       25,000  
Intangible and other, net    32,204     27,949  

    
 

    
 

Total other assets    32,204     98,918  
    

 
    

 

  $ 1,156,994    $1,137,005  
    

 

    

 

 
(Continued on following page)
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LSB Industries, Inc.
Consolidated Balance Sheets (continued)

 

   
September 30,

2015    
December 31,

2014  
   (In Thousands)  
Liabilities and Stockholders’ Equity     
Current liabilities:     

Accounts payable   $ 110,950    $ 81,456  
Short-term financing    1,204     11,955  
Accrued and other liabilities    46,317     51,166  
Current portion of long-term debt    23,849     10,680  

    
 

    
 

Total current liabilities    182,320     155,257  

Long-term debt    472,599     446,638  

Noncurrent accrued and other liabilities    17,863     17,934  

Deferred income taxes    73,182     83,128  

Commitments and contingencies     

Stockholders’ equity:     
Series B 12% cumulative, convertible preferred stock, $100 par value; 20,000 shares issued and outstanding    2,000     2,000  
Series D 6% cumulative, convertible Class C preferred stock, no par value; 1,000,000 shares issued and outstanding    1,000     1,000  
Common stock, $.10 par value; 75,000,000 shares authorized, 27,131,724 shares issued (26,968,212 at December 31,

2014)    2,713     2,697  
Capital in excess of par value    174,500     170,537  
Retained earnings    259,191     286,188  

    
 

    
 

   439,404     462,422  
Less treasury stock, at cost:     

Common stock, 4,320,462 shares    28,374     28,374  
    

 
    

 

Total stockholders’ equity    411,030     434,048  
    

 
    

 

  $ 1,156,994    $1,137,005  
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LSB Industries, Inc.
Non-GAAP Reconciliation

This news release includes certain “non-GAAP financial measures” under the rules of the Securities and Exchange Commission, including Regulation G.
These non-GAAP measures are calculated using GAAP amounts in our consolidated financial statements.

EBITDA Reconciliations

EBITDA is defined as net income plus interest expense, depreciation, and depletion of property plant and equipment, amortization of other assets, less interest
included in amortization, impairment on natural gas properties, plus provision for income taxes plus loss from discontinued operations. We believe that
certain investors consider EBITDA a useful means of measuring our ability to meet our debt service obligations and evaluating our financial performance.
EBITDA has limitations and should not be considered in isolation or as a substitute for net income, operating income, cash flow from operations or other
consolidated income or cash flow data prepared in accordance with GAAP. Because not all companies use identical calculations, this presentation of EBITDA
may not be comparable to a similarly titled measure of other companies. The following table provides a reconciliation of net income (loss) or operating
income (loss) to EBITDA for the periods indicated.
 

   
Three Months Ended

September 30,    
Nine Months Ended

September 30,  
   2015    2014    2015    2014  
   ($ in millions)  
LSB Consolidated         

Net income (loss)   $ (33.8)   $ (3.8)   $(26.7)   $ 19.0  
Plus:         

Interest expense    0.9     5.1     6.5     17.5  
Depreciation and amortization    11.3     9.2     31.1     26.6  
Impairment on natural gas properties    39.7     —       39.7     —    
Provision (benefit) for income taxes    (22.0)    (2.4)    (17.8)    12.3  

    
 

    
 

    
 

    
 

EBITDA   $ (3.8)   $ 8.1    $ 32.8    $ 75.4  
    

 

    

 

    

 

    

 

Climate Control Business         

Operating income   $ 7.2    $ 8.5    $ 15.5    $ 17.4  
Plus:         

Equity in earnings    —       —       —       0.1  
Depreciation and amortization    1.2     1.2     3.6     3.5  

    
 

    
 

    
 

    
 

EBITDA   $ 8.4    $ 9.7    $ 19.1    $ 21.0  
    

 

    

 

    

 

    

 

Chemical Business         

Operating income (loss)   $ (55.0)   $ (5.6)   $(31.5)   $ 46.8  
Plus:         

Non-operating income    —       0.1     0.1     0.2  
Depreciation and amortization    9.8     7.7     26.6     22.6  
Impairment on natural gas properties    39.7     —       39.7     —    

    
 

    
 

    
 

    
 

EBITDA   $ (5.5)   $ 2.2    $ 34.9    $ 69.6  
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LSB Industries, Inc.
Non-GAAP Reconciliation (continued)

 
Adjusted Operating Income (Loss), EBITDA, Net Income (Loss) Applicable to Common Stock and Diluted Earnings per Share

Adjusted operating income (loss), adjusted EBITDA, adjusted net income (loss) applicable to common stock and adjusted income (loss) per diluted share are
reported to show the impact of the impairment on natural gas properties and non-recurring general corporate expense related to severance costs. We believe
that the inclusion of supplementary adjustments to operating income, EBITDA, net income applicable to common stock and diluted income per common
share, are appropriate to provide additional information to investors about certain unusual items. The following tables provide reconciliations of operating
income, EBITDA, net income applicable to common stock and diluted income per common share excluding the impairment expense and severance costs.
 

   
Three Months Ended

September 30,  
   2015    2014  
   ($ in millions)  
LSB Consolidated     

Operating loss   $ (54.9)   $ (1.2) 
Less:     

Impairment on natural gas properties    (39.7)    —    
Severance costs    (2.2)    —    

    
 

    
 

Adjusted operating loss   $ (13.0)   $ (1.2) 
    

 

    

 

EBITDA   $ (3.8)   $ 8.1  
Less:     

Severance costs    (2.2)    —    
    

 
    

 

Adjusted EBITDA   $ (1.6)   $ 8.1  
    

 

    

 

Net loss applicable to common stock   $ (33.8)   $ (3.8) 
Less:     

Impairment on natural gas properties (net of tax)    (24.2)    —    
Severance costs (net of tax)    (1.3)    —    

    
 

    
 

Adjusted net loss applicable to common stock   $ (8.3)   $ (3.8) 
    

 

    

 

Weighted-average common shares (in thousands)    22,799     22,596  
    

 
    

 

Adjusted loss per diluted share   $ (0.36)   $ (0.17) 
    

 

    

 

Chemical Business     

Operating loss   $ (55.0)   $ (5.6) 
Less:     

Impairment on natural gas properties    (39.7)    —    
    

 
    

 

Adjusted operating loss   $ (15.3)   $ (5.6) 
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Exhibit 99.2

EXECUTION COPY

LSB FUNDING LLC

350 Park Avenue

New York, New York 10022

November 6, 2015

LSB Industries, Inc.
16 S. Pennsylvania Avenue
Oklahoma City, OK 73107
Attention: Daniel D. Greenwell
 
 Re: Commitment Letter

Ladies and Gentlemen:

LSB Industries, Inc., a Delaware corporation (“you” or “Borrower”) has requested that LSB Funding LLC, a Delaware limited liability company
(“Investor”), commit to purchase (a) $50,000,000 of senior secured notes (the “Senior Notes”) committed to be issued by Borrower, (b) $210,000,000 of
cumulative redeemable non-convertible preferred stock (the “Preferred Stock”) committed to be issued by Borrower, and (c) penny warrants and the “golden
share preferred stock” referenced in the Term Sheet (defined below) under the heading “Penny Warrants” to Investor (the “Warrants” and, collectively with
the Senior Notes and the Preferred Stock, the “Investment”), in each case upon the terms and subject to the conditions set forth in this commitment letter
(this “Commitment Letter”) and in the Term Sheet attached hereto (the “Term Sheet”). Upon execution and delivery of this Commitment Letter by each of
Investor and Borrower, subject to the terms and conditions hereof, Investor hereby commits to purchase the entire amount of the Senior Notes, the Preferred
Stock and the Warrants before the expiration of the Exclusivity Period (as defined below), it being understood that Investor expects to complete its purchase
of the Senior Notes on or about November 9, 2015, and prior to purchasing the Preferred Stock. By execution and delivery of this Commitment Letter,
Borrower does hereby commit to issue the Senior Notes, the Preferred Stock and the Warrants to Investor or its affiliate designees in accordance with the
terms and conditions hereof and the Term Sheet. Investor reserves the right to allocate its commitment among its affiliates and assign some or all of its rights
to and delegate some or all of its responsibilities hereunder to one or more of its affiliates. All capitalized terms not otherwise defined in this Commitment
Letter shall have the meanings given to them in the Term Sheet.

As consideration for Investor’s performance of its commitment hereunder, Borrower hereby (a) commits to (i) issue and deliver the Senior Notes and
the Preferred Stock to Investor, (ii) issue and deliver the penny warrants and the “golden share preferred stock” referenced in the Term Sheet under the
heading “Penny Warrants” to Investor, and (iii) effectuate the other transactions set forth in the Term Sheet, in each case subject to and in accordance with the
terms and conditions hereof and as set forth in the Term Sheet and (b) agrees to pay to Investor, within one (1) business day after execution and delivery of
this Commitment Letter by Borrower and
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Investor, an aggregate fee equal to $5,200,000 (the “Commitment Fee”) in cash by wire transfer to an account designated by Investor representing the fees set
forth and described in the Term Sheet under the heading “Commitment Fees.” In addition, Borrower agrees to pay the Funding Fee and other fees as set forth
in the Term Sheet under the heading “Funding Fee; Break-Fee” upon the terms specified herein and therein.

By execution hereof, Jack E Golsen, Barry H. Golsen, and Steven J. Golsen, each covenants and agrees to negotiate in good faith, subject to and in
accordance with the terms and conditions hereof and as set forth in the Term Sheet, definitive documentation with Investor effectuating their “lock-up”
obligations in the Term Sheet under the fourth paragraph of the heading “Covenants” (the “Golsen Obligations”).

By execution and delivery of this Commitment Letter, Borrower covenants and agrees that during the period beginning on the date hereof and
continuing until the later of (a) December 31, 2015 or (b) such later date as is reasonably necessary for Borrower and Investor to obtain any requisite
governmental approval in connection with the issuance of the Preferred Stock (the “Exclusivity Period”), each of Borrower and its subsidiaries shall not, and
shall cause their respective controlled affiliates and representatives not to, directly or indirectly, (a) solicit, initiate, engage or participate in discussions or
negotiations with any entity or person (other than Investor and its representatives) with respect to, or enter into any agreement or accept any offer to
consummate (i) the Investment or sale of any other securities of Borrower or any subsidiary thereof (or any rights to acquire securities convertible into or
exchangeable for, the Investment or any other securities) (other than pursuant to the exercise or settlement of stock options, warrants or other rights therefor
outstanding as of the date hereof or grants of equity or equity based awards under Borrower’s or its subsidiaries compensation plan or agreements and other
than the refreshing of Borrower’s shelf registration statement on Form S-3) or (ii) any financing transactions similar to the type contemplated hereunder or
(b) furnish any information with respect to, assist or participate in or facilitate in any other manner any effort or attempt by any entity or person (other than
Investor and its representatives) to do or seek to do any of the foregoing. Notwithstanding the foregoing, in the event Borrower and Investor are in good faith
negotiations with respect to the transactions contemplated hereunder as of December 31, 2015, such “Exclusivity Period” may, at the election of Investor, be
extended by an additional thirty (30) days.

Notwithstanding anything in this Commitment Letter or the Term Sheet to the contrary, Investor’s obligation to sign the Definitive Documentation (as
hereafter defined) is subject and conditioned upon the satisfaction of the following conditions precedent as of the signing of the Definitive Documentation
with respect to the applicable transactions (collectively, the “Transactions”) contemplated hereunder: (a) no event has occurred since the date of Borrower’s
most recent audited financial statements that, individually or in the aggregate, has had a material adverse effect on the business, assets, liabilities, financial
condition or results of operations of Borrower and its subsidiaries, taken as a whole, or that would materially impair the ability of Borrower to perform its
obligations under this Commitment Letter excluding (i) as disclosed in Borrower’s reports filed with the Securities and Exchange Commission and in the
information Borrower has provided Investor or its representatives on or before the date hereof in connection with the negotiation of the Investment (which
information includes, without limitation, liquidity
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projections, El Dorado facility expansion cost estimates, and drafts of the earnings release and Form 10-Q for the third quarter of 2015), (ii) general industry,
economic, market or political conditions unless (and only to the extent that) such event has a disproportionate effect on Borrower and its subsidiaries, taken as
a whole, compared to other participants in the industries in which Borrower and its subsidiaries conduct their business, (iii) acts of war, sabotage or terrorism,
(iv) the announcement or pendency of the transactions contemplated by this Commitment Letter, (v) the announcement of the El Dorado facility expansion
costs, liquidity status and outlook, and results of operations and financial condition in its earnings release, earnings call and related Form 10-Q for the quarter
ended September 30, 2015 to the extent disclosed to Investor or its representatives prior to the date hereof, (vi) any failure, in and of itself, by Borrower to
meet any internal or published projections, predictions, estimates or expectations (whether such projections, predictions, estimates or expectations were made
by Borrower or third parties) for any period ending on or after the date of this Commitment Letter, (vii) any changes in U.S. generally accepted accounting
principles (“GAAP”), applicable law (including tax laws) or the interpretation thereof, (viii) the taking of any specific action at the express written direction
of Investor or the failure to take any specific action as to which Investor’s consent was sought but was not obtained, or (ix) a decline, in of itself, in the market
price, or a change in the trading volume, of the shares of Borrower’s capital stock or traded debt; (b) any voluntary or involuntary proceeding for the
reorganization, bankruptcy, dissolution or winding up of Borrower or any subsidiary thereof has not occurred; (c) Borrower shall be in compliance with the
terms of this Commitment Letter (including, without limitation, payment of the Commitment Fee and the applicable Funding Fee); (d) no temporary
restraining order, preliminary or permanent injunction or other judgment or order issued by a court or agency of competent jurisdiction or other rule, law,
statute or regulation shall be threatened or in effect which enjoins, prohibits, restrains or renders (or seeks to enjoin, prohibit, restrain or render) illegal the
consummation of the transactions contemplated hereby or would cause such transactions to be rescinded; (e) the Definitive Documentation shall contemplate
that, with respect to the closing of the Preferred Stock, the closing of the Senior Notes shall have occurred and the other Transactions referenced in the Term
Sheet shall be consummated concurrently therewith (including, without limitation, payment of the applicable Funding Fee); (f) the representations and
warranties of Borrower set forth herein shall be true and correct in all material respects and (g) any of the prohibited actions set forth in second paragraph
under the heading “Covenants” in the Term Sheet shall not have occurred since the date hereof. Notwithstanding anything in this Commitment Letter or the
Term Sheet to the contrary, Investor’s obligation to consummate each separate step of the Investment is subject and conditioned upon the negotiation,
execution and delivery of definitive documentation (the “Definitive Documentation”) with respect to that step of the Investment in form and substance that
is satisfactory to Investor, including, without limitation, for the first step, a purchase agreement, note and appropriate security documents with respect to the
Senior Notes, and for the second step, a purchase agreement with respect to the Preferred Stock, a warrant, preferred stock designations for the Preferred
Stock and the golden share preferred stock referenced herein, and an agreement with respect to Investor’s nominee rights to Borrower’s board of directors.

Notwithstanding anything in this Commitment Letter or the Term Sheet to the contrary, Borrower’s obligation to sign Definitive Documentation with
respect to the Investment
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committed hereunder is subject and conditioned upon the satisfaction of the following conditions precedent as of the signing of Definitive Documentation
with respect to the applicable Transactions: (a) any voluntary or involuntary proceedings for the reorganization, bankruptcy, dissolution or winding up of
Investor or Security Benefit Corporation has not occurred; (b) Investor shall be in compliance with the terms of this Commitment Letter; (c) no temporary
restraining order, preliminary or permanent injunction or other judgment or order issued by a court or agency of competent jurisdiction or other rule, law,
statute or regulation shall be threatened or in effect which enjoins, prohibits, restrains or renders (or seeks to enjoin, prohibit, restrain or render) illegal the
consummation of the transactions contemplated hereby or would cause such transactions to be rescinded; and (d) the representations and warranties of
Investor set forth herein shall be true and correct in all material respects. Notwithstanding anything in this Commitment Letter or the Term Sheet to the
contrary, Borrower’s obligation to consummate each separate step of the Investment is subject and conditioned upon the negotiation, execution and delivery
of Definitive Documentation with respect to that step of the Investment in form and substance that is satisfactory to Borrower, including, without limitation,
for the first step, a purchase agreement, note and appropriate security documents with respect to the Senior Notes, and for the second step, a purchase
agreement with respect to the Preferred Stock, a warrant, preferred stock designations for the Preferred Stock and the golden share preferred stock referenced
herein, and an agreement with respect to Investor’s nominee rights to Borrower’s board of directors.

By execution and delivery of this Commitment Letter, Borrower does hereby represent and warrant to Investor as follows: (a) Borrower has full right,
power and authority to enter into this Commitment Letter and each agreement, document and instrument to be executed and delivered by it pursuant hereto
and to carry out the transactions contemplated hereunder and under the Term Sheet; (b) the execution and delivery of this Commitment Letter have been duly
authorized by all necessary corporate action on the part of Borrower (including the approval of Borrower’s board of directors), subject to approval of the
certificates of designation for the Preferred Stock and the “golden share preferred stock” and the final form of Warrants by Borrower’s board of directors;
(c) this Commitment Letter constitutes a valid and binding obligation of Borrower, enforceable in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium and similar laws affecting creditors’ rights generally, and subject, as to enforceability, to general principles of equity
(regardless of whether enforcement is sought in a proceeding at law or in equity), (d) the execution and delivery of this Commitment Letter by Borrower and
the performance of its obligations hereunder does not and will not violate any provision of the certificate of incorporation or by-laws of Borrower as in effect
on the date hereof and do not and will not violate any laws, rules, statutes or regulations, or require Borrower to obtain any approval, consent or waiver of, or
make any filing with, any person or governmental agency that has not been obtained or made, except for (i) any actions required under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended, or other competition or anti-trust related legal or regulatory requirements of foreign jurisdictions,
commissions or governing bodies, (ii) the filing of certificates of designation with the Secretary of State of the State of Delaware, (iii) such filings as are
necessary to perfect or establish security interests in any collateral, (iv) the amendment of Borrower’s Renewed Rights Agreement prior to the issuance of the
Preferred Stock and Warrants, (v) the filing of a listing application with the
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New York Stock Exchange, (vi) such reporting obligations as arise under the Securities Exchange Act of 1934 (the “Exchange Act”), (vii) such filings under
the Securities Act of 1933 (the “Securities Act”) in order to effect the exercise of the registration rights contemplated in the Term Sheet, and (viii) such
stockholder approvals as may be required under the rules of the New York Stock Exchange with respect to the exercise of certain of Borrower’s rights to
settle in common stock, or the exercise of Investor’s preemptive rights, as contemplated in the Term Sheet; (e) the total authorized capital stock of Borrower
consists of (i) 75,000,000 shares of Common Stock, par value $0.10 per share, 22,811,262 of which are issued and outstanding as of the date hereof,
(ii) 250,000 shares of Preferred Stock, par value $100 per share, of which 20,000 shares are designated as Series B 12% Cumulative, Convertible Preferred
Stock, all of which are issued and outstanding as of the date hereof, and (iii) 5,000,000 shares of Class C Preferred Stock, no par value per share, 1,000,000 of
which are designated as Series D 6% Cumulative, Convertible Class C Preferred Stock, all of which are issued and outstanding as of the date hereof, and
350,000 of which are designated as Series 4 Junior Participating Class C Preferred Stock, none of which is issued and outstanding as of the date hereof; (f) the
historical financial statements included in Borrower’s reports filed by it under the Exchange Act since January 1, 2015 (all such documents filed prior to the
date hereof, collectively the “Borrower SEC Documents”), at the time filed (except to the extent corrected by a subsequent Borrower SEC Document) (i) did
not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make statements
therein, in light of the circumstances under which they were made, not misleading, when considered as a whole with the accompanying reports filed under the
Exchange Act, (ii) complied as to form in all material respects with the applicable requirements of the Exchange Act, (iii) present fairly in all material
respects the financial condition, results of operations and cash flows of the entities purported to be shown thereby at the dates and for the periods indicated,
and (iv) were prepared in accordance with GAAP applied on a consistent basis during the periods involved (except as may be indicated in the notes thereto or,
in the case of unaudited statements, as permitted by Form 10-Q); and (g) none of the Borrower SEC Documents, reports, financial statements, certificates or
other information furnished by or on behalf of Borrower to Investor in connection with the negotiation of this Commitment Letter, including the Term Sheet,
when taken as a whole, contains any untrue statement of material fact or omits to state any material fact necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

By execution and delivery of this Commitment Letter, Borrower hereby covenants and agrees that, between the date hereof and the closing of the
Preferred Stock in accordance with the terms hereof and the Term Sheet, (a) Borrower shall, and shall cause its representatives, to use commercially
reasonable efforts to consummate the transactions contemplated hereunder; (b) Borrower shall not, and shall not permit any subsidiary thereof, to cause to be
issued any capital stock or securities convertible or exercisable into capital stock of Borrower or such subsidiary other than the Preferred Stock, Warrants and
“golden share preferred stock” to Investor and other than pursuant to the exercise or settlement of stock options, warrants or other rights therefor outstanding
as of the date hereof or grants of equity or equity based awards under Borrower’s or its subsidiaries compensation plan or agreements; (c) Borrower shall
promptly notify Investor upon Borrower becoming aware of any new litigation filed, or threatened to be filed, against
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Borrower or any of its subsidiaries; (d) Borrower shall not declare or pay any dividends on or make any distributions in respect of any of its capital stock;
(e) Borrower shall not amend its certificate of incorporation or by-laws except as required to effect the transactions contemplated by this Commitment Letter;
and (f) Borrower shall cause to be provided to Investor financial and operating reports set forth in the Term Sheet under the heading “Reporting.”

By execution and delivery of this Commitment Letter, Investor does hereby represent and warrant to Borrower as follows: (a) Investor has full right,
power and authority to enter into this Commitment Letter and each agreement, document and instrument to be executed and delivered by it pursuant hereto
and to carry out the transactions contemplated hereunder and under the Term Sheet; (b) the execution and delivery of this Commitment Letter and the
performance of Investor’s obligations hereunder have been duly authorized by all necessary limited liability company action on the part of Investor; (c) this
Commitment Letter constitutes a valid and binding obligation of Investor, enforceable in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium and similar laws affecting creditors’ rights generally, and subject, as to enforceability, to general principles of equity
(regardless of whether enforcement is sought in a proceeding at law or in equity); (d) the execution and delivery of this Commitment Letter by Investor and
the performance of its obligations hereunder does not and will not violate any provision of the certificate of formation or limited liability company agreement
of Investor as in effect on the date hereof and do not and will not violate any laws, rules, statutes or regulations, or require Investor to obtain any approval,
consent or waiver of, or make any filing with, any person or governmental agency that has not been obtained or made, except for any actions required under
the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, or other competition or anti-trust related legal or regulatory requirements of foreign
jurisdictions, commissions or governing bodies and except for filing obligations of Investor pursuant to Section 13(d) and Section 16 of the Securities
Exchange Act of 1934 upon or following completion of the Investment; (e) Investor has access to sufficient funds or funding to provide, all funds necessary
to consummate the transactions contemplated hereby; (f) Investor is an “accredited investor” within the meaning of Rule 501 under the Securities Act and is
able to bear the risk of its investment in the Securities, and Investor has such knowledge and experience in financial and business matters that it is capable of
evaluating the merits and risks of the purchase of the Investment; (g) Investor and its representatives have been afforded the opportunity to ask questions of
Borrower, Investor understands that its purchase of the Investment involves a high degree of risk, and Investor has sought such accounting, legal and tax
advice as it has considered necessary to make an informed investment decision with respect to its acquisition of the Investment; (h) Investor is purchasing the
Investment for its own account and not with a view to distribution in violation of any securities laws, Investor has been advised and understands that none of
the securities in the Investment have been registered under the Securities Act or under the “blue sky” laws of any jurisdiction and that they may be resold only
if registered pursuant to the provisions of the Securities Act (or if eligible, pursuant to the provisions of Rule 144 promulgated under the Securities Act or
pursuant to another available exemption from the registration requirements of the Securities Act), and Investor has been advised and understands that
Borrower, in issuing the Investment, is relying upon, among other things, the representations and warranties of Investor herein in concluding that such
issuance is a “private offering” and is exempt from the registration provisions of the Securities Act; (i)
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Investor understands that there is no public trading market for the Investment, that none is expected to develop, and that the Investment must be held
indefinitely unless and until the Investment is registered under the Securities Act or an exemption from registration is available; (j) Investor understands that
the Investment is being offered and sold in reliance on a transactional exemption from the registration requirements of federal and state securities laws and
that Borrower is relying upon the truth and accuracy of the representations, warranties, agreements, acknowledgments and understandings of Investor set forth
herein in order to determine the applicability of such exemptions and the suitability of Investor to acquire the Investment; (k) the audited consolidated
financial statements for the years ended December 31, 2014, and 2013, of Security Benefit Corporation provided to Borrower, at the date of the audit report
thereon (i) present fairly in all material respects the financial condition, results of operations and cash flows of the entities purported to be shown thereby at
the dates and for the periods indicated and (ii) have been prepared in accordance with GAAP applied on a consistent basis during the periods involved; and
(m) since December 31, 2014, there has been no adverse change in the financial condition of Security Benefit Corporation that would reasonably be expected
to materially adversely affect its ability to comply with its obligations hereunder.

Borrower covenants and agrees (a) to indemnify and hold harmless Investor and its affiliates and their respective officers, directors, employees,
advisors, and agents (each, an “indemnified person”) from and against any and all losses, claims, damages and liabilities to which any such indemnified
person may become subject arising out of or in connection with this Commitment Letter, the Investment, the use of the proceeds thereof or any related
transaction or any claim, litigation, investigation or proceeding relating to any of the foregoing (each, a “Proceeding”), regardless of whether any indemnified
person is a party thereto or whether such Proceedings are brought by you, your equity holders, affiliates, creditors or any other person, and to reimburse each
indemnified person upon demand for any legal or other expenses reasonably incurred in connection with investigating or defending any of the foregoing,
provided that the foregoing indemnity will not, as to any indemnified person, apply to losses, claims, damages, liabilities or related expenses to the extent they
are found by a final, non-appealable judgment of a court of competent jurisdiction to arise or result primarily from (i) the willful misconduct or gross
negligence of such indemnified person or (ii) the material breach by such indemnified person of its obligations under this Commitment Letter, and (b) to
reimburse Investor and its affiliates on demand for all reasonable out-of-pocket expenses (including due diligence expenses, consultant’s fees and expenses (if
any), travel expenses, and reasonable fees, charges and disbursements of counsel) incurred in connection with the Investment and any related documentation
(including this Commitment Letter, the Term Sheet and the definitive financing documentation) or the administration, amendment, modification or waiver
thereof. You also agree that no indemnified person shall have any liability to you for any special, indirect, consequential or punitive, damages. No
indemnified person shall be liable for any damages arising from the use by others of information that has been or will be made available to Investor by you or
any of your representatives or other materials obtained through electronic, telecommunications or other information transmission systems or for any special,
indirect, consequential or punitive damages in connection with the Investment or in connection with its activities related to the Investment.
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You shall not be liable for any settlement of any Proceedings if the amount of such settlement was effected without your consent (which consent shall

not be unreasonably withheld), but if settled with your written consent or if there is a final judgment for the plaintiff in any such Proceedings, you agree to
indemnify and hold harmless each indemnified person from and against any and all losses, claims, damages, liabilities and expenses by reason of such
settlement or judgment in accordance with the preceding paragraph. You shall not, without the prior written consent of an indemnified person (which consent
shall not be unreasonably withheld), effect any settlement of any pending or threatened Proceedings in respect of which indemnity could have been sought
hereunder by such indemnified person unless (a) such settlement includes an unconditional release of such indemnified person in form and substance
reasonably satisfactory to such indemnified person from all liability on claims that are the subject matter of such Proceedings and (b) does not include any
statement as to, or any admission of, fault, culpability or a failure to act by or on behalf of any indemnified person or any injunctive relief or other non-
monetary remedy.

This Commitment Letter shall not be assignable by Borrower without the prior written consent of Investor (and any purported assignment without such
consent shall be null and void), is intended to be solely for the benefit of the parties hereto and is not intended to confer any benefits upon, or create any rights
in favor of, any person other than the parties hereto and the indemnified persons referenced herein. This Commitment Letter may not be amended or waived
except by an instrument in writing signed by Borrower and Investor. This Commitment Letter may be executed in any number of counterparts, each of which
shall be an original, and all of which, when taken together, shall constitute one agreement. Delivery of an executed signature page of this Commitment Letter
by facsimile, .pdf or other electronic transmission shall be effective as delivery of a manually executed counterpart hereof. This Commitment Letter, the
Definitive Documentation to be executed in connection herewith and the Term Sheet set forth the entire understanding of the parties with respect hereto and
thereto and supersede any other prior understandings, agreements and arrangements by and among Borrower and Investor; provided, that to the extent there is
any conflict between the Definitive Documentation, on the one hand, and the Term Sheet or this Commitment Letter, on the other, the Definitive
Documentation will control. This Commitment Letter shall be governed by, and construed in accordance with, the laws of the State of New York. You hereby
consent to the non-exclusive jurisdiction and venue of the state or federal courts located in the City of New York. EACH PARTY HERETO IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, (A) ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY
LEGAL PROCEEDING BROUGHT BY OR ON BEHALF OF ANY PARTY ARISING OUT OF OR RELATING TO THIS COMMITMENT LETTER,
THE TERM SHEET OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY) AND (B) ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY SUCH LEGAL
PROCEEDING IN THE STATE OR FEDERAL COURTS LOCATED IN THE CITY OF NEW YORK.

Notwithstanding anything that may be expressed or implied in this Commitment Letter or any document or instrument delivered in connection
herewith, Borrower, by its acceptance of the benefits hereof, covenants, agrees and acknowledges that no person other than Investor and
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Security Benefit (as hereafter defined) has obligations hereunder and that no person has any remedy, recourse or right of recovery against, or contribution
from any Investor Affiliate, through Investor, Security Benefit or otherwise, whether by or through attempted piercing of the corporate veil or similar action,
by the enforcement of any assessment or by any legal or equitable proceeding, by virtue of any statute, regulation or applicable law, by or through a claim by
or on behalf of Borrower against Investor, Security Benefit or any Investor Affiliate, or otherwise, except for Borrower’s rights against Investor and Security
Benefit under this Commitment Letter. For purposes of this hereof, the term “Investor Affiliate” means (i) any former, current or future general or limited
partner, stockholder, holder of any equity, partnership or limited liability company interest, officer, member, manager, director, employee, agent, attorney,
controlling person, assignee or affiliate of Investor or Security Benefit or (ii) any former, current or future general or limited partner, stockholder, holder of
any equity, partnership or limited liability company interest, officer, member, manager, director, employee, agent, attorney, controlling person, assignee or
affiliate of any of the foregoing. Neither Investor nor Security Benefit is an Investor Affiliate hereunder.

This Commitment Letter is delivered to you on the understanding that neither this Commitment Letter or the Term Sheet nor any of their terms or
substance shall be disclosed, directly or indirectly, to any other person except (a) to your officers, agents and advisors who are directly involved in the
consideration of this matter and for whom you shall be responsible for any breach by any one of them of this confidentiality undertaking or (b) as may be
compelled in a judicial or administrative proceeding or as otherwise required by law (in which case you agree to inform us promptly thereof); provided that,
the foregoing restrictions shall cease to apply after this Commitment Letter has been executed and delivered by each of Borrower and Investor, after which
Borrower may publicly disclose the terms and existence of this Commitment Letter and the transactions contemplated hereby. Officers, directors, employees
and agents of Investor and its affiliates shall at all times have the right to share amongst themselves information received from you and your subsidiaries and
your officers, directors, employees and agents.

You acknowledge that Investor and any of its affiliates may be providing debt financing, equity capital or other services (including financial advisory
services) to other companies in respect of which you may have conflicting interests regarding the Transactions and otherwise. Neither Investor nor any of its
affiliates will use confidential information obtained from you by virtue of the Transactions or their other relationships with you in connection with the
performance by Investor or any of its affiliates of services for other companies, and neither Investor nor any of its affiliates will furnish any such information
to other companies. You also acknowledge that Investor and its affiliates have no obligation to use in connection with the Transactions, or to furnish to you,
confidential information obtained from other companies. For purposes hereof, “confidential information” shall not include information which (A) is made
legitimately available to Investor by a third party without breach of any confidentiality obligation of such third party, (B) is or becomes publicly known
through no wrongful act or omission of Investor, (C) is known by Investor without any proprietary restrictions by the furnishing/disclosing party at the time of
receipt of such information, or (D) is required by law, rule or regulation to be disclosed. That certain letter agreement dated October 13, 2015, between
Security Benefit Corporation and Borrower with respect to the confidentiality of information shall continue in full force and effect.
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The compensation, reimbursement, indemnification and confidentiality provisions contained herein and in the Term Sheet shall remain in full force and

effect regardless of whether definitive financing documentation shall be executed and delivered and notwithstanding the termination of this Commitment
Letter or Investor’s commitment hereunder. Investor may terminate this Commitment Letter by giving written notice to Borrower if the closing of all of the
Transactions shall not have occurred before the expiration of the Exclusivity Period.

Notwithstanding anything in this Commitment Letter to the contrary, each of Borrower and Investor acknowledges that the rights of each party to
consummate the transactions contemplated hereby are unique and recognize and affirm that in the event of a breach of this Commitment Letter by any party,
money damages may be inadequate and the non-breaching party may have no adequate remedy at law. Accordingly, the parties agree that such non-breaching
party shall have the right, in addition to any other rights and remedies existing in their favor at law or in equity, to enforce their rights and the other party’s
obligations hereunder not only by an action or actions for damages but also by an action or actions for specific performance, injunctive and/or other equitable
relief (without posting of bond or other security). Notwithstanding the foregoing, nothing herein shall be deemed to mitigate, waive, modify or terminate
Investor’s right to obtain any of the fees set forth in the Term Sheet under the heading “Funding Fee; Break-Fee” in accordance with the terms thereof;
provided, however, that in no event shall Investor be entitled to both specific performance by Borrower to consummate the Preferred Stock and warrant
transaction and the fees described in the Term Sheet in the second bullet point under the heading “Funding Fee; Break-Fee.”

If the foregoing correctly sets forth our agreement, please indicate your acceptance of the terms hereof and of the Term Sheet by returning to us an
executed counterpart hereof not later than 7:00 a.m., New York City time, on November 6, 2015. Investor’s commitment will expire at such time in the event
Investor has not received such executed counterpart and such amount in accordance with the immediately preceding sentence. This Commitment Letter and
Term Sheet supersede any and all prior versions hereof and thereof.

By execution and delivery of this Commitment Letter, and subject to the satisfaction of all closing conditions, covenants and representations made
herein for the benefit of Investor, Security Benefit Corporation (“Security Benefit”) does hereby guarantee the payment, if and when required and due, of all
amounts due and payable by Investor pursuant to the terms and conditions of the Definitive Documentation; provided, the obligations of Security Benefit
hereunder shall terminate upon the earlier of (x) termination of this Commitment Letter in accordance with its terms and (ii) closing of the transactions under
the Definitive Documentation. The guarantee of Security Benefit set forth herein is one of payment, not of collection or performance. Nothing herein shall be
deemed to prohibit Security Benefit from asserting any claim, set-off, deduction, defense or release that Investor could assert against Borrower under the
terms of this Commitment Letter.

[signature page follows]



Investor is pleased to have been given the opportunity to assist you in connection with the Transactions.
 

Very truly yours,

LSB FUNDING LLC

By:  /s/ Anthony D. Minella
Name:  Anthony D. Minella
Title:  Manager

 
Accepted and agreed to as of the date first written above by:

LSB INDUSTRIES, INC.

By:  /s/ Daniel D. Greenwell
Name:  Daniel D. Greenwell
Title:  Interim Chief Executive Officer
 

[Signature Page to Commitment Letter]



SECURITY BENEFIT CORPORATION, solely with respect
to its obligations set forth in the last paragraph of this
Commitment Letter.

By:  /s/ Anthony D. Minella
Name:  Anthony D. Minella
Title:  Chief Investment Officer
 

[Signature Page to Commitment Letter]



Solely with respect to the Golsen Obligations set forth above:
 
By:  /s/ Jack E. Golsen
Name:  Jack E. Golsen

By:  /s/ Steven Golsen
Name:  Steven Golsen

By:  /s/ Barry Golsen
Name:  Barry Golsen
 

[Signature Page to Commitment Letter]



SUMMARY OF PROPOSED TERMS AND CONDITIONS FOR
LSB INDUSTRIES, INC.

 
Borrower:  LSB Industries, Inc. and/or one or more of its subsidiaries (“Borrower”).

Investor:  A newly created special purpose vehicle, LSB Funding LLC (“LSB Funding”).

Securities:
 

Subject to compliance with the Conditions Precedent to Closing (as described more fully below), on November 6, 2015
(the “Effective Date”), LSB Funding will commit (the “Commitment”) to extend capital to Borrower as follows:

 

•

    

Borrower will issue $50,000,000 of notes (the “Senior Notes”) to LSB Funding having substantive terms, other
than an interest rate of 12%, that are the substantially the same as the existing senior notes (the “Indenture
Notes”) issued under the Borrower’s Senior Secured Indenture, dated as of August 7, 2013 (the “Indenture”); and

 

•

    

Borrower will issue $210,000,000 of cumulative redeemable nonconvertible perpetual nonvoting preferred stock
(the “Preferred Stock” and, together with the Senior Notes, the “Securities”) to LSB Funding. The Preferred
Stock shall also have a participating right in dividends and liquidating distributions equal to 2% of the issued and
outstanding common stock of Borrower on the Effective Date (adjusted for stock splits and similar events) (the
“Participating Rights”). The Preferred Stock will be structured so that it will not constitute Disqualified Capital
Stock (as defined under the Indenture).

 
In addition, and in connection with the funding of the Preferred Stock investment, LSB Funding will be granted penny
warrants in Borrower (as described more fully below) at the closing of the Preferred Stock investment.

Commitment Fees:  On the Effective Date, Borrower will pay to LSB Funding a fee equal to $5,200,000 in consideration for the Commitment.

Use of Proceeds:

 

Proceeds received from the issuance of the Securities will be used (i) to fund the payment of the Commitment Fee, the
Funding Fee and transaction expenses related hereto and (ii) to fund remaining capital expenditures (as scheduled by
Borrower on the Effective Date) associated with the construction project at Borrower’s El Dorado chemical facility in El
Dorado, Arkansas. If more than $10 million of proceeds are to be used for any other purpose, LSB Funding’s prior
consent will be required.

Maturity:

 

The Senior Notes will mature in accordance with the terms of the Indenture Notes (the “Senior Note Maturity Date”).
 

The Preferred Stock will be redeemable at the holder’s option beginning on the date that is one (1) day after the Senior
Note Maturity Date. Subject to any prior stockholder approval required under the NYSE rules and the prior written
consent of LSB Funding, the Borrower will have the right to elect to settle the redemption with cash or shares of common
stock (with the common stock having a valuation



 

based on the average of a twenty-day closing stock price ending the third trading day prior to the redemption date);
provided, however, in connection with such redemption of the Preferred Stock, at the election of LSB Funding the
Participating Rights shall be redeemed in either cash or the number of shares of common stock equal to 2% of the
number of issued and outstanding shares of common stock of Borrower on the Effective Date (subject to adjustment for
stock splits and similar events).

Interest Rate; Dividends:

 

The interest rate on the Senior Notes will be 12.00% per annum, payable in accordance with the Indenture Notes;
provided, in the event the yield-to-worst on the Indenture Notes increases to greater than 13.5% per annum (calculated
based on the VWAP of the Indenture Notes for the ten (10) trading days from and including November 6, 2015), the
interest rate on the Senior Notes shall be increased in an amount equal to the difference between such yield-to-worst and
13.5%; provided, in no event shall the interest rate on the Senior Notes exceed 13.5% per annum.
 

The dividend rate on the Preferred Stock will be 14.00% per annum, payable when, as and if declared by the board of
directors of the Borrower. Dividends, if declared, will be payable semi-annually in arrears. Dividends may be paid, at the
Borrower’s election, in cash or in-kind. Unpaid dividends will cumulate and compound semi-annually. No dividends
shall be paid on junior classes of capital stock (including the existing shares of preferred stock), other than in-kind
dividends paid with junior stock, unless the accrued and unpaid dividends on the Preferred Stock are paid in full;
provided, in no event shall dividends be paid in cash in any semi-annual period to junior classes of capital stock unless
dividends on the Preferred Stock are also paid in full in cash for that semi-annual period.

Amortization:

 

The Senior Notes will amortize in accordance with the Indenture Notes.
 

The Preferred Stock will not contain an amortization or sinking fund requirement.

Guarantees:

 

The Senior Notes will be guaranteed in accordance with the Indenture Notes.
 

The Preferred Stock will not be guaranteed.

Collateral:

 

The Senior Notes will be secured to the same extent as the Indenture Notes and associated security agreements.
 

The Preferred Stock will be unsecured in its entirety. The Preferred Stock will rank senior in right of dividends and
liquidation preference to all existing preferred stock of the Borrower and to the common stock of the Borrower.
 

To the extent that, in exchange for LSB Funding’s commitment to fund the balance of the El Dorado upgrade, Borrower
is able to (x) remove El Dorado from the existing Senior Notes collateral package, (y) obtain consent for an increase in
permitted indebtedness under the Indenture and the Borrower’s existing ABL credit facility (the “ABL Facility”), and (z)
provide that the new indebtedness shall have a first lien on El Dorado, at any time within six (6) months after closing of
the Preferred Stock financing, LSB Funding will exchange the Preferred Stock for subordinated notes of like tenor and
amount (and substantially similar



 
covenants) and reduce the interest rates on the corresponding amounts of subordinated notes by 200 basis points from the
dividend rates on the Preferred Stock.

Covenants:

 

The covenants that apply to the Senior Notes will be those applicable to the Indenture Notes.
 

The stock purchase agreement for the Preferred Stock will contain covenants that would be agreed between the parties;
provided that, at a minimum, unless the consent of the holder of the Preferred Stock was obtained, Borrower will not:

 •    Issue any capital stock that is senior or pari passu to the Preferred Stock;

 

•

    

Incur any additional borrowed money indebtedness of more than $5 million (other than refinancing of existing
debt in a principal amount and at an interest rate not greater than in effect on the Effective Date, insurance
premium financing in an aggregate amount not to exceed $20 million, cogeneration facility financing at the El
Dorado chemical facility in an aggregate amount not to exceed $25 million, ERP project financing in an
aggregate amount not to exceed $15 million, and borrowings up to $100 million under the ABL Facility);

 
•
    

Make expenditures (other than for the El Dorado chemical facility) in excess of $3,000,000 per annum (that were
not previously approved in Borrower’s annual operating budget);

 
•
    

Make expenditures for the El Dorado chemical facility in excess of the lesser of (i) $855,000,000 or (ii) such
other revised forecast amount as may be announced to the public by Borrower on the Effective Date;

 
•
    

Intentionally delay the construction schedule for the El Dorado chemical facility by more than 30 days other than
because of force majeure events; and

 

•

    

Make dividends or distributions on any junior stock or any other class of preferred stock, other than in-kind
dividends paid with junior stock, unless the dividends on the Preferred Stock, including all arrears, are also paid
in full; provided, in no event shall dividends be paid in cash in any semi-annual period to junior classes of capital
stock unless dividends on the Preferred Stock are also paid in full in cash for that semi-annual period.

 

In addition, documentation governing the Preferred Stock will contain a provision which permits LSB Funding to redeem
the Preferred Stock in full upon a Change of Control. “Change of Control” will have the meaning given that term in the
Indenture. Subject to any prior stockholder approval required under the NYSE rules and the prior written consent of LSB
Funding, the Borrower will have the right to elect to settle the Change of Control redemption with cash or shares of
common stock (with the common stock having a valuation based on the average of a twenty-day closing stock price
ending the third trading day prior to the redemption date); provided, however, at the election of LSB Funding, the
Participating Rights shall be redeemed in either cash or the number of shares of common stock equal to 2% of the number
of issued and outstanding shares of common stock of Borrower on the Effective Date (subject to adjustment for stock
splits and similar events).



 

In addition, in connection with the definitive documentation of the Preferred Stock, each of Jack E. Golsen, Steven J.
Golsen and Barry H. Golsen, on behalf of himself and the entities and trusts he controls (collectively, the “Golsen
Holders”) (existing as of the Effective Date) will contractually agree with LSB Funding to continue to hold at least 75%
of their collective current holdings in Borrower’s common equity (subject to customary exceptions for gifts or other
transfers to immediate family members, divorce, testamentary or intestate transfers, estate planning vehicles or transfers
with LSB Funding’s consent).
 

These covenants associated with the Preferred Stock (other than the redemption of Preferred Stock upon a Change of
Control) will terminate when LSB Funding (together with its affiliates) ceases to own at least 10% of the Preferred Stock
it originally acquires.

Asset Sales:

 

In the event Borrower sells one or more of its three major assets (i.e., Cherokee, Pryor or Climate Control business), net
cash proceeds received therefrom will be used, after repaying existing indebtedness which financed or is secured by the
applicable sold asset and is required to be paid in connection with such a sale, first, to make a repurchase offer (at the
pricing of the Asset Sale covenant under the Indenture) for the Senior Notes and the Indenture Notes, pro rata, and
thereafter (if no longer prohibited by the Indenture or the ABL Facility) to redeem the Preferred Stock.
 

Documentation governing the Preferred Stock will contain one or more provisions which will require Borrower to use its
reasonable best efforts to sell one of its three major assets (i.e. Cherokee, Pryor or Climate Control) upon the occurrence
of a liquidity or performance shortfall. A “liquidity or performance shortfall” means either (x) that the sum of the
Borrower’s consolidated cash and cash equivalents plus unborrowed capacity on the Borrower’s revolving credit facility
falls below and is projected to remain below $50 million for three (3) consecutive months or (y) the LTM EBITDA at the
El Dorado chemical facility is less than $60 million at any date following June 30, 2017.

Mandatory and
Voluntary Prepayments:  

Borrower’s obligations to prepay the Senior Notes will be as applicable to the Indenture Notes.

 

Borrower will be entitled to redeem the Preferred Stock at any time without premium or penalty at the liquidation
preference plus accrued and unpaid dividends plus value of the Participating Rights. Subject to any prior stockholder
approval required under the NYSE rules and the prior written consent of LSB Funding, the Borrower will have the right
to elect to settle the redemption with cash or shares of common stock (with the common stock having a valuation based
on the average of a twenty-day closing stock price ending the third trading day prior to the redemption date); provided,
however, at the election of LSB Funding in connection with the redemption of the Preferred Stock, the Participating
Rights shall be redeemed in either cash or shares of common stock equal to 2% of the number of issued and outstanding
shares of common stock of Borrower on the Effective Date (subject to adjustment for stock splits and similar events).
There will be no other mandatory prepayment or sinking fund requirements under the Preferred Stock, except as provided
in “Asset Sales.”



Representations & Warranties
and Events of Default:  

The events of default for the Senior Notes will be as set forth with respect to the Indenture Notes. The representations and
warranties for the Senior Notes will be standard for a transaction of this nature.

 The representations and warranties for the Preferred Stock will be standard for a transaction of this nature.

Reporting:  Borrower’s reporting obligations under the Senior Notes will be those applicable to the Indenture Notes.

 
Borrower’s reporting obligations under the Preferred Stock will be standard for a transaction of this nature, but at a
minimum, would include an obligation to:

  
•

 
Provide LSB Funding with the same monthly financial statements as provided to Borrower’s board of
directors;

  •  Provide LSB Funding with standard quarterly financials along with other items to be agreed;

  
•

 
Provide LSB Funding with such other reports and information as may be reasonably requested by LSB
Funding; and

  •  With respect to the El Dorado chemical facility:

   •    Provide LSB Funding weekly summary updates on construction by Leidos;

   •    Provide LSB Funding copies of the weekly “stand-up” report to LSB Funding;

   
•
    

Provide monthly reports on actual expenditures v. budgeted expenditures (as previously provided to
LSB Funding);

   

•

    

Notify LSB Funding (i) when Borrower makes expenditures that causes budgeted contingencies to be
utilized, (ii) each time $5,000,000 of contingencies are utilized (and in each case, explain to LSB
Funding with reasonable detail the reasons why contingency was utilized); and

   
•
    

Notify LSB Funding in the event there are material variances between (i) actual expenditures and
budgeted expenditures, and (ii) the actual construction timeline v. the budgeted construction timeline.

Penny Warrants:

 

At the closing of the issuance of the Preferred Stock, LSB Funding will be granted penny warrants in Borrower for
17.99% of the number of issued and outstanding shares of common stock of Borrower on the Effective Date (subject to
adjustment for stock splits and similar events). The penny warrants will:

  •  Have a term of ten years;

  
•

 
Include standard anti-dilution adjustments for stock splits and similar events, subject to the 17.99% cap in all
cases); and

  •  Be exercisable, at the holder’s election at any time within the term, for cash or net.

 
In addition, Borrower will issue LSB Funding a golden share preferred stock with voting rights as a single class with the
common stock and with the number of



 

votes equal to 19.99% of the number of issued and outstanding shares of common stock of Borrower on the Effective
Date (subject to adjustment for stock splits and similar events), with reduction in voting rights for each share issued on
exercise of the warrants (including shares surrendered in a net exercise) and for redemption of the Participating Rights.
The golden share would be automatically redeemed for a penny when both the warrant is fully exercised or expires and
the Participating Rights no longer exist.

Voting Obligations; Standstill:
 

LSB Funding will agree to vote in favor of the Board’s nominees for director at the 2016 annual meeting. LSB Funding
and its affiliates will be subject to customary standstill provisions.

Registration Rights:

 

LSB Funding will receive customary registration rights covering the common stock delivered upon exercise of the
warrants, including piggyback registration rights, together with pro-rata pre-emptive rights for new equity issuances,
subject to customary exceptions and to compliance with NYSE voting requirements applicable to related persons.

Governance:

 

At the closing of the Preferred Stock financing, LSB Funding shall appoint 3 nominees of LSB Funding (at least one of
which will meet the NYSE standards of independence) to the Board. In addition, the Borrower will agree to appoint or
maintain two directors nominated by the Golsen Holders. So long as LSB Funding or its affiliates owns the Preferred
Stock and/or the warrants, the Borrower shall cause such nominees to be nominated for election to the Board at each
annual meeting of the shareholders (including nominating such nominees and recommending in favor of their election). In
the event of a redemption in full of the Preferred Stock, the Golsen Holders, collectively, shall continue to have two (2)
director nominees and LSB Funding would retain two (2) Board seats so long as LSB Funding owns the warrants or any
shares of common stock issuable thereunder; provided, LSB Funding’s Board seats shall be reduced to one (i) in the event
LSB Funding and its affiliates collectively cease to beneficially own at least 25% of the common stock issued pursuant to
the warrants (whether owned directly or as a right to acquire upon exercise of the warrants). LSB Funding’s governance
rights will terminate when LSB Funding and its affiliates collectively cease to beneficially own at least 10% of the
common stock issued pursuant to the warrants (whether owned directly or as a right to acquire upon exercise of the
warrants).

Conditions Precedent to
Closing:  

The obligations of LSB Funding with respect to the Commitment will be subject to the satisfaction of conditions
precedent customary for transactions of this nature, including without limitation:

 •    Execution of definitive documentation surrounding the Commitment;

 
•
    

With respect to the closing of the purchase of the Preferred Stock, appointment of 3 LSB Funding director
nominees to the Board as otherwise described in this term sheet;

 
•
    

With respect to the closing of the purchase of the Preferred Stock, expiration or termination of the waiting period
under applicable anti-trust laws, if required.



 

It is contemplated that the funding of the Senior Notes will occur on November 9, 2015, or as soon thereafter as is
practicable. Funding of the Preferred Stock (and related penny warrants) will occur as soon thereafter as is practicable,
subject to any required regulatory approvals.

Funding Fee; Break-Fee:  Borrower will pay to LSB Funding the following fees:

  
•

 
A fee equal to 2.00% of the Senior Notes, 2.00% of the Preferred Stock (the “Funding Fee”) upon issuance, in
each case, of the Senior Notes, upon issuance of the Preferred Stock, to LSB Funding; and

  
•

 
Without limitation of any other remedies available to LSB Funding (including specific performance), at LSB
Funding’s direction, a fee equal to 3.00% of the Preferred Stock commitment in the event:

   

•

    

The Preferred Stock and/or warrants are not issued as a result of Borrower issuing debt (other than
the Senior Notes or borrowing on debt facilities existing on the Effective Date or permitted to be
incurred under “Covenants”), equity, convertible securities or other similar rights to subscribe for
equity to any person or entity other than LSB Funding; or

   
•
    

The Preferred Stock and/or warrants are not issued as a result of Borrower’s failure to satisfy
conditions precedent that are solely within its control.

   

•

    

The Preferred Stock and/or warrants are not issued as a result of Borrower’s breach of its obligations
under the letter agreement to which this Term Sheet is attached or the failure of Borrower’s board of
directors to authorize the consummation of the transactions contemplated hereunder for any reason.

 

In the event Borrower refinances the Preferred Stock within two (2) years from the date of issuance, LSB Funding will
pay back to Borrower one half of the Funding Fee applicable to the Preferred Stock. Such payment could be made, at the
option of LSB Funding, with cash or equity of Borrower.

Governing Law:  State of New York.

Commitment Letter:

 

The obligations of the parties to consummate the transactions set forth herein are subject to the terms and conditions set
forth herein and as set forth in that certain letter agreement dated as of November 6, 2015 to which this Term Sheet is
attached.


