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Section 5 – Corporate Governance and Management
 

Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.

(d) On June 5, 2014, following the 2014 Annual Meeting of the Stockholders (“2014 Annual Meeting”) of LSB Industries, Inc. (the “Company”) described below at Item 5.07,
the Board of Directors of the Company (the “Board of Directors”) elected Richard S. Sanders, Jr., to the class of directors whose term expires at the 2015 Annual Meeting to fill
the vacancy created by John A. Shelley’s retirement which was effective at the 2014 Annual Meeting. Mr. Sanders has been appointed to serve as a member of the Company’s
Nominating and Corporate Governance Committee. Mr. Sanders was elected to the Board of Directors pursuant to the terms of the Company’s agreement with Starboard Value
LP, and certain of its affiliates, and the Company’s agreement with Engine Capital, L.P., and certain of its affiliates, each dated April 3, 2014 (collectively, the “Agreements”).

Mr. Richard S. Sanders, Jr., age 57, served as Vice President of Manufacturing of Terra Industries Inc. from 2003 until the acquisition of Terra Industries by CF Industries
Holdings, Inc. in April 2010. On completion of the transaction, Mr. Sanders worked on the integration of manufacturing operations, and as Vice President Environmental Health
and Safety, Engineering and Procurement. At Terra Industries Inc., Mr. Sanders was responsible for Terra’s six manufacturing facilities’ overall operations including production
operations, environmental health and safety, project engineering, and technical services. He was also responsible for Terra’s capital investment program of approximately $250
million per year, including major expansion projects. Mr. Sanders was Plant Manager of Terra’s Verdigris, Oklahoma nitrogen manufacturing complex for nine years prior to his
role as Vice President of Manufacturing. Prior to Terra, Mr. Sanders served as Plant Manager at the Beaumont Methanol Corporation’s 800,000 GPD methanol manufacturing
facility and in management and engineering positions for Agrico Chemical Company. Mr. Sanders served as a director of EuroChem Mineral and Chemical Company, an Open
Joint Stock Company, during 2013. Mr. Sanders earned a B.S. in Chemical Engineering from Louisiana State University in Baton Rouge in 1980.

(e) At the 2014 Annual Meeting, the stockholders of the Company approved an amendment to the Company’s 2008 Incentive Stock Plan (“Plan”) to, among other things,
increase the total number of shares of common stock for which awards may be granted under the plan from 1,000,000 to 1,975,000. The terms and conditions of such plan are set
forth under the caption “Proposal No. 3—Proposal to Approve the First Amendment to the 2008 Incentive Stock Plan” in the Company’s Definitive Proxy Statement, filed with
the Securities and Exchange Commission (“SEC”) on April 30, 2014. As of June 5, 2014, approximately 775,870 shares of common stock had been previously issued under the
Plan or subject to outstanding options granted under the Plan. Such description is qualified in its entirety by reference to the Company’s 2008 Incentive Stock Plan, as amended,
a copy of which is filed as Exhibit 99.3 to this Current Report on Form 8-K and is incorporated herein by reference.



Item 5.07. Submission of Matters to a Vote of Security Holders.

On June 5, 2014, the Company held its 2014 Annual Meeting. Approximately 89.34% of the Company’s securities entitled to vote at the 2014 Annual Meeting were
represented in person or by proxy. At the 2014 Annual Meeting, the stockholders (1) elected the three nominees listed in the Company’s proxy statement to serve on the Board of
Directors for terms expiring in 2017, (2) ratified the appointment of Ernst & Young LLP as the Company’s independent registered public accounting firm for 2014, (3) approved
the First Amendment to the Company’s 2008 Incentive Stock Plan, and (4) approved, on an advisory basis, a resolution approving the 2013 compensation of the Company’s
named executive officers. The final voting results for each of these matters are set forth below.
 
1. Election of Directors:
 

Nominee   
Number for
Votes For    

Number of Votes
Withheld  

Daniel D. Greenwell    19,455,035     151,481  
Robert H. Henry    19,475,749     130,767  
William F. Murdy    19,479,713     126,803  

There were 1,326,435 broker non-votes with respect to each nominee.
 
2. Ratification of Appointment of Independent Registered Public Accounting Firm:
 

Number of Votes For:    20,068,639  
Number of Votes Against:    862,809  
Number of Votes Abstaining:    1,503  

There were no broker non-votes on this matter.
 
3. Approval of the First Amendment to the 2008 Incentive Stock Plan:
 

Number of Votes For:    18,402,333  
Number of Votes Against:    1,184,814  
Number of Votes Abstaining:    19,369  

There were 1,326,435 broker non-votes on this matter.
 
4. Advisory Vote on Executive Compensation:
 

Number of Votes For:    19,418,576  
Number of Votes Against:    164,618  
Number of Votes Abstaining:    23,322  

There were 1,326,435 broker non-votes on this matter.



Section 7 – Regulation FD
 

Item 7.01. Regulation FD Disclosure.

The Company intends to disclose certain information to prospective investors in the form of an Investor Presentation, the first of which is being held during the second
week of June 2014. Pursuant to Regulation FD, the Company is furnishing the Investor Presentation as Exhibit 99.5 to this Current Report on Form 8-K, which lists or discusses,
certain disclosures about the Company and its business. A copy of the Investor Presentation, dated June 2014, is also publicly available at: http://investors.lsbindustries.com. The
content of such website is included for general information only and is not incorporated by reference in this Form 8-K.

The information contained in this Item 7.01 and Exhibit 99.5 under Item 9.01 of this Current Report on Form 8-K and the Exhibit 99.5 attached hereto is being furnished and
shall not be deemed “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), 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, or the Exchange Act, except as shall be expressly set
forth by specific reference to this Item 7.01 or Item 9.01 in such filing.

Section 8 – Other Events
 

Item 8.01. Other Events.

Pursuant to the previously disclosed Agreements, at the 2014 Annual Meeting, the Board of Directors of the Company established a Strategic Committee. The Strategic
Committee is composed of four members of the Board of Directors: Webster L. Benham (Chairman), Charles A. Burtch, Daniel D. Greenwell, and William F. Murdy. The
purpose of the Strategic Committee is to assist the Board of Directors in reviewing and evaluating potential strategic separations of the Company’s Chemical Business and
Climate Control Business and to review and evaluate the possibility of placing some or all of the Company’s Chemical Business into a Master Limited Partnership structure.

The Company has completed its offer to exchange all of its registered 7.75% Senior Secured Notes due 2019 (the “New Notes”) for all of its outstanding unregistered
7.75% Senior Secured Notes due 2019 (the “Old Notes”). The Company issued $425,000,000 aggregate principal amount of Old Notes on August 7, 2013, to the initial
purchasers in transactions exempt from the registration requirements of the Securities Act of 1933, as amended. The offer to exchange was conducted pursuant to the terms of a
registration rights agreement with the initial purchasers and in accordance with the Company’s Form S-4 Registration Statement, file no. 333-195102, which was effective
May 5, 2014. The terms of the New Notes are substantially identical to the terms of the Old Notes, except that provisions relating to transfer restrictions, registration rights, and
rights to payment of interest in addition to the stated interest rate on the Old Notes will not apply to the New Notes.



Section 9 – Financial Statements and Exhibits
 

Item 9.01. Financial Statements and Exhibits.
 

(d) Exhibits.
 
99.1

  

Agreement by and among the Company and Starboard Value LP, and certain of its affiliates, dated April 3, 2014, which is incorporated by reference herein from
Exhibit 99.1 to the Company’s Form 8-K, filed with the SEC on April 4, 2014.

99.2
  

Agreement by and among the Company and Engine Capital, L.P., Red Alder, LLC, and certain of their respective affiliates, dated April 3, 2014, which is incorporated
by reference herein from Exhibit 99.2 to the Company’s Form 8-K, filed with the SEC on April 4, 2014.

99.3   The Company’s 2008 Incentive Stock Plan, as amended by the First Amendment to the Company’s 2008 Incentive Stock Plan.

99.4
  

Company’s definitive proxy statement, dated April 30, 2014, for 2014 Annual Meeting of Stockholders, filed with the SEC on April 30, 2014, which is incorporated
herein by reference herein.

99.5   Investor Presentation, dated June 2014.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

Dated: June 11, 2014
 

LSB INDUSTRIES, INC.

By:  /s/ Jack E. Golsen
 Jack E. Golsen, Chief Executive Officer



Exhibit 99.3

LSB Industries, Inc. 2008 Incentive Stock Plan
(Effective June 5, 2008, as amended by First Amendment effective June 5, 2014)

Section 1. Purpose of the Plan

The purpose of the LSB Industries, Inc. 2008 Incentive Stock Plan (the “Plan”), is to attract, retain and motivate employees, officers, directors, consultants, agents, advisors and
independent contractors of LSB Industries, Inc. (the “Company”) by providing them the opportunity to acquire a proprietary interest in the Company and to link their interests
and efforts to the long-term interests of the Company’s shareholders.

Section 2. Definitions

As used in the Plan,

“Affiliate” means all Persons with whom the Company would be considered a single employer under Section 414(b) of the Code, and all persons with whom such person would
be considered a single employer under Code Section 414(c) of the Code, except that where Treasury Regulation §1.414(c)-2(b)(2)(i) requires at least an 80 percent interest for
establishment of a controlling interest, only a 50 percent interest shall be required. In addition, for purposes of determining whether any individual is eligible to receive a grant of
Incentive Stock Options, the term “Affiliate” shall refer only to those Persons who are “subsidiaries” as defined Section 424(f) of the Code.

“Award” means any Option, Stock Appreciation Right, Restricted Stock, Restricted Stock Unit, dividend equivalent, cash-based award or other incentive payable in cash or in
shares of Common Stock as may be designated by the Committee from time to time.

“Board” means the Board of Directors of the Company.

“CEO” means the chief executive officer of the Company.

“Code” means the Internal Revenue Code of 1986, as amended from time to time.

“Code Section 162(m)” means Section 162(m) of the Code, including any proposed and final regulations and other guidance issued thereunder by the Department of the
Treasury and/or the Internal Revenue Service.

“Code Section 409A” means Section 409A of the Code, including any proposed and final regulations and other guidance issued thereunder by the Department of the Treasury
and/or the Internal Revenue Service.

“Committee” has the meaning set forth in Section 3 below.

“Common Stock” means the common stock, par value $.10 per share, of the Company.

“Company” means LSB Industries, Inc., a Delaware corporation.

“Covered Employee” means a “covered employee” as that term is defined in Code Section 162(m)(3) or any successor provision.

“Disability” or “Disabled” means as to any Participant that such Participant (a) is unable to engage in any substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in death or can be expected to last for a continuous period of not less than twelve (12) months, or (b) is, by reason
of any medically determinable physical or mental impairment which can be expected to result in death or can be expected to last for a continuous period of not less than twelve
(12) months, receiving income replacement benefits for a period of not less than three (3) months under an accident and health plan covering employees of the Participant’s
employer. Notwithstanding the forgoing, all determinations of whether a Participant is Disabled shall be made in accordance with Code Section 409A and the guidance
thereunder.

“Effective Date” has the meaning set forth in Section 16.

“Eligible Person” has the meaning set forth in Section 5.



“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time.

“Fair Market Value” means, unless otherwise required under any applicable provision of the Code, as of any given date: (a) the closing price of the common stock on the last
preceding day on which the common stock was traded, as reported on a national securities exchange or (b) if the fair market value of the common stock cannot be determined
pursuant to clause (a), such price as the Committee shall determine; provided that for Awards subject to Code Section 409A, any such determination shall comply with Code
Section 409A and guidance thereunder.

“Grant Date” means the date on which the Committee completes the corporate action authorizing the grant of an Award or such later date specified by the Committee, provided
that conditions to the exercisability or vesting of Awards shall not defer the Grant Date.

“Incentive Stock Option” means an Option granted with the intention that it qualify as an “incentive stock option” as that term is defined in Section 422 of the Code or any
successor provision.

“Key Employee” means an employee designated in accordance with Section 3.5 below. as of December 31 (the “Key Employee Designation Date”) as an employee meeting the
requirements under Section 416(i) of the Code (applied in accordance with the regulations thereunder and disregarding Section 416(i)(5)) at any time during the 12-month period
ending on the Key Employee Designation Date.

“Nonqualified Stock Option” means an Option other than an Incentive Stock Option.

“Option” means a right to purchase Common Stock granted under Section 7.

“Participant” means any Eligible Person as set forth in Section 5 to whom an Award is granted.

“Performance Based Exception” means the performance based exception from the tax deductibility limitations of Code Section 162(m) contained in Section 162(m)(4)(C) of
the Code.

“Person” means any individual, sole proprietorship, partnership, joint venture, limited liability company, trust, unincorporated organization, association, corporation, institution,
public benefit corporation, entity or government instrumentality, division, agency, body or department.

“Plan” means the LSB Industries, Inc. 2008 Incentive Stock Plan.

“Restricted Stock” means an Award of shares of Common Stock granted under Section 9, the rights of ownership of which may be subject to restrictions prescribed by the
Committee.

“Restricted Stock Unit” means an Award granted under Section 9 denominated in units of Common Stock.

“Retirement” means a Termination of Service voluntarily at a time when a Participant is entitled to begin immediate receipt of early or normal retirement benefits under one or
more of the Company’s defined benefit pension plans, or under comparable terms of an Affiliate’s pension plan, as then in effect, unless provided otherwise in the instrument
evidencing the Award or in a written employment or services agreement between the Participant and the Company or an Affiliate.

“Securities Act” means the Securities Act of 1933, as amended from time to time.

“Stock Appreciation Right” or “SAR” has the meaning set forth in Section 8.1.

“Termination of Service,” unless otherwise defined by the Committee or in the instrument evidencing the Award or in a written employment or services agreement, means a
Participant’s termination or deemed termination from employment with the Company and its Affiliates. For purposes of determining whether a Termination of Service has
occurred, the employment relationship is treated as continuing intact while the Participant is on military leave, sick leave or other bona fide leave of absence if the period of such
leave does not exceed three (3) months, or if longer, so long as the Participant retains a right to reemployment with his or her employer under an applicable statute or by contract.
For this purpose, a leave of absence constitutes a bona fide leave of absence only if there is a reasonable expectation that the Participant will return to perform services for his or
her employer. If the period of
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leave exceeds three (3) months and the Participant does not retain a right to reemployment under an applicable statute or by contract, the employment relationship will be
deemed to terminate on the first date immediately following such three (3) month period. Notwithstanding the foregoing, if a leave of absence is due to any medically
determinable physical or mental impairment that can be expected to result in death or can be expected to last for a continuous period of not less than three (3) months, and such
impairment causes the Participant to be unable to perform the duties of the Participant’s position of employment or any substantially similar position of employment, a twenty-
nine (29) month period of absence shall be substituted for such three (3) month period. For purposes of this Agreement, a Termination of Service occurs at the date as of which
the facts and circumstances indicate either that, after such date: (a) the Participant and the Company reasonably anticipate the Participant will perform no further services for the
Company and its Affiliates (whether as an employee or an independent contractor) or (b) that the level of bona fide services the Participant will perform for the Company and its
Affiliates (whether as an employee or independent contractor) will permanently decrease to no more than twenty (20%) of the average level of bona fide services performed over
the immediately preceding thirty-six (36) month period or, if the Participant has been providing services to the Company and its Affiliates for less than thirty-six (36) months, the
full period over which the Participant has rendered services, whether as an employee or independent contractor. The determination of whether a Termination of Service has
occurred shall be governed by the provisions of Treasury Regulation § 1.409A-1, as amended, taking into account the objective facts and circumstances with respect to the level
of bona fide services performed by the Participant after a certain date.

Section 3. Administration

3.1 Committee

The Plan shall be administered by the Committee which shall, as the context requires, refer to the Board, the Compensation and Stock Option Committee of the Board, the CEO
or any other committee to which administration is delegated by the Board in accordance with Section 3.3 hereof.

3.2 Administration of the Plan

Except to the extent the Board reserves administrative powers to itself or appoints a different committee to administer the Plan, the Committee shall mean (a) the Board, with
respect to all non-employee directors, (b) the Compensation and Stock Option Committee of the Board, with respect to all executive officers of the Company and any other
Eligible Person with respect to whom it elects to act as the Committee and (c) except as the Compensation and Stock Option Committee of the Board may provide, if the CEO is
a member of the Board, a committee consisting of the CEO with respect to any Eligible Person other than an executive officer of the Company. To the extent the Board considers
it desirable to comply with Rule 16 b-3, the Committee shall consist of two or more directors of the Company, each of whom shall qualify as both an “outside director” within
the meaning of Code Section 162(m) and as a “non-employee director” as defined in Rules 16b-3 promulgated under the Exchange Act.

3.3 Delegation by the Board

Notwithstanding the foregoing, the Board may delegate responsibility for administering the Plan with respect to designated classes of Eligible Persons to different committees
consisting of one or more members of the Board or one or more officers of the Company, subject to such limitations as the Board deems appropriate, except with respect to
Awards to non-employee Directors and to officers subject to Section 16 of the Exchange Act or officers who are or may be Covered Employees. Members of any such
committee, which shall also be referred to as the “Committee,” shall serve for such term as the Board may determine, subject to removal by the Board at any time.

3.4 Administration and Interpretation by Committee

Except for the terms and conditions explicitly set forth in the Plan, the Committee shall have full power and exclusive authority, subject to such orders or resolutions not
inconsistent with the provisions of the Plan as may from time to time be adopted by the Board, to (a) select the Eligible Persons as set forth in Section 5 to whom Awards may
from time to time be granted under the Plan; (b) determine the type or types of Award to be granted to each Participant under the Plan; (c) determine the number of shares of
Common Stock to be covered by each Award granted under the Plan (including, but not limited to, vesting of such Award); (d) determine the terms and conditions of any Award
granted under the Plan; (e) approve the forms of agreements for use under the Plan; (f) determine whether, to what extent and under what circumstances Awards may be settled in
cash, shares of Common Stock or other property or canceled or suspended; (g) determine whether, to what extent and under what circumstances cash,
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shares of Common Stock, other property and other amounts payable with respect to an Award shall be deferred either automatically or at the election of the Participant;
(h) interpret and administer the Plan and any instrument or agreement entered into under the Plan; (i) establish such rules and regulations and appoint such agents as it shall deem
appropriate for the proper administration of the Plan; (j) delegate ministerial duties to such of the Company’s officers as it so determines; and (k) make any other determination
and take any other action that the Committee deems necessary or desirable for administration of the Plan. Decisions of the Committee shall be final, conclusive and binding on
all persons, including the Company, any Participant, any shareholder and any Eligible Person. A majority of the members of the Committee may determine its actions and fix the
time and place of its meetings.

3.5 Designation of Key Employees

For purposes of Code Section 409A, annually the Board shall designate in writing those employees who are Key Employees as of December 31 (the “Key Employee Designation
Date”). A Participant designated as a Key Employee shall be a Key Employee for the entire twelve (12) month period beginning on April 1 following the Key Employee
Designation Date.

Section 4. Shares Subject to the Plan

4.1 Authorized Number of Shares

Subject to adjustment from time to time as provided in Section 13, the maximum number of shares of Common Stock available for issuance under the Plan shall be 1,975,000.

4.2 Share Usage

(a) Shares of Common Stock covered by an Award shall not be counted as used unless and until they are actually issued and delivered to a Participant. If any Award lapses,
expires, terminates or is canceled prior to the issuance of shares thereunder or if shares of Common Stock are issued under the Plan to a Participant and thereafter are reacquired
by the Company, the shares subject to such Awards and the reacquired shares shall again be available for issuance under the Plan. In addition, the following shares of Common
Stock shall not be treated as having been issued under the Plan: (i) shares tendered by a Participant or retained by the Company as full or partial payment to the Company for the
purchase price of an Award or to satisfy tax withholding obligations in connection with an Award, (ii) shares covered by an Award that is settled in cash, or (iii) the number of
shares subject to a SAR in excess of the number of shares that are delivered to the Participant upon exercise of the SAR. The number of shares available for issuance under the
Plan shall not be reduced to reflect any dividends or dividend equivalents that are reinvested into additional shares or credited as additional Restricted Stock, Restricted Stock
Units or Performance Shares. All shares issued under the Plan may be either authorized and unissued shares or issued shares reacquired by the Company.

(b) The Committee shall have the authority to grant Awards as an alternative to or as the form of payment for grants or rights earned or due under other compensation plans or
arrangements of the Company.

(c) Notwithstanding the foregoing, the maximum number of shares that may be issued upon the exercise of Incentive Stock Options shall equal the aggregate share number stated
in Section 4.1, subject to adjustment as provided in Section 13.

4.3 Limitations

(a) Subject to adjustment as provided in Section 13, the aggregate number of shares that may be issued pursuant to Awards granted under the Plan (other than Awards of Options
or Stock Appreciation Rights) shall not exceed 1,975,000.

(b) Subject to adjustment as provided in Section 13, the aggregate number of shares that may be issued pursuant to Awards granted under the Plan (other than Awards of Options
or Stock Appreciation Rights) that contain no restrictions or restrictions based solely on continuous employment or services for less than three years (except where Termination
of Service occurs by reason of death, Retirement or Disability) shall not exceed 1,975,000.
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Section 5. Eligibility

An Award may be granted to any employee, officer or director of the Company or an Affiliate whom the Committee from time to time selects. An Award may also be granted to
any consultant, agent, advisor or independent contractor for bona fide services rendered to the Company or any Affiliate that (a) are not in connection with the offer and sale of
the Company’s securities in a capital-raising transaction and (b) do not directly or indirectly promote or maintain a market for the Company’s securities. The above are “Eligible
Persons.”

Section 6. Awards

6.1 Form and Grant of Awards

The Committee shall have the authority, in its sole discretion, to determine the type or types of Awards to be granted under the Plan. Such Awards may be granted either alone, in
addition to or in tandem with any other type of Award.

6.2 Evidence of Awards

Awards granted under the Plan shall be evidenced by a written instrument that shall contain such terms, conditions, limitations and restrictions as the Committee shall deem
advisable and that are not inconsistent with the Plan.

6.3 Dividends and Distributions

Participants holding Awards may, if the Committee so determines, be credited with dividends paid with respect to the underlying shares or dividend equivalents while the Awards
are so held in a manner determined by the Committee in its sole discretion. The Committee may apply any restrictions to the dividends or dividend equivalents that the
Committee deems appropriate. The Committee, in its sole discretion, may determine the form of payment of dividends or dividend equivalents, including cash, shares of
Common Stock, Restricted Stock or Restricted Stock Units. Notwithstanding the foregoing, the right to any dividends or dividend equivalents declared and paid on the number
of shares underlying an Option or a Stock Appreciation Right must be set forth as a separate arrangement to the extent required by Code Section 409A, if applicable.
Notwithstanding the foregoing, in no event shall dividend equivalents be paid in connection with the grant of an Award subject to performance goals until such time as the
Committee has certified that the performance goals with respect to such Award have been achieved for the relevant period.

Section 7. Options

7.1 Grant of Options

The Committee may grant Options designated as Incentive Stock Options or Nonqualified Stock Options.

7.2 Option Exercise Price

7.2.1 Less than 10% Shareholders. The exercise price for shares purchased under an Option shall be as determined by the Committee, but shall not be less than 100% of the
Fair Market Value of the Common Stock at the Grant Date for options granted to an individual who, at the time the option is granted, does not own stock possessing more than
ten percent (10%) of the total combined voting power of all classes of stock of the Company or of any Subsidiary (computed in accordance with the provisions applicable to
Section 422(b)(6) of the Code) (a “less than 10% Shareholder”).

7.2.2 10% Shareholder. The exercise price of any Incentive Stock Option granted to an individual who is not a less than 10% Shareholder (a “10% Shareholder”) shall be not
less than one hundred ten percent (110%) of the Fair Market Value of the shares of Common Stock subject to the Incentive Stock Option at the time the Incentive Stock Option is
granted, determined in accordance with the applicable regulations and rulings of the Commissioner of the Internal Revenue Service in effect at the time the Incentive Stock
Option is granted.

7.3 Term of Options

Subject to earlier termination in accordance with the terms of the Plan and the instrument evidencing the Option, the maximum term of an Option shall be a term not to exceed
ten (10) years from the Grant Date (five (5) years in the case of an Incentive Stock Option granted to a 10% Shareholder) as established for that Option by the Committee or, if
not so established, shall be ten (10) years from the Grant Date.
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7.4 Exercise of Options

The Committee shall establish and set forth in each instrument that evidences an Option the time at which, or the installments in which, the Option shall vest and become
exercisable, any of which provisions may be waived or modified by the Committee at any time.

To the extent an Option has vested and become exercisable, the Option may be exercised in whole or from time to time in part by delivery as directed by the Company to the
Company or a brokerage firm designated or approved by the Company of a written stock option exercise agreement or notice, in a form and in accordance with procedures
established by the Committee, setting forth the number of shares with respect to which the Option is being exercised, the restrictions imposed on the shares purchased under such
exercise agreement, if any, and such representations and agreements as may be required by the Committee, accompanied by payment in full as described in Section 7.5. An
Option may be exercised only for whole shares and may not be exercised for less than a reasonable number of shares at any one time, as determined by the Committee.

7.5 Payment of Exercise Price

The exercise price for shares purchased under an Option shall be paid in full as directed by the Company to the Company or a brokerage firm designated or approved by the
Company by delivery of consideration equal to the product of the Option exercise price and the number of shares purchased. Such consideration must be paid before the
Company will issue the shares being purchased and must be in a form or a combination of forms acceptable to the Committee for that purchase, which forms may include:
(a) check; (b) wire transfer; (c) tendering by attestation shares of Common Stock already owned by the Participant that on the day prior to the exercise date have a Fair Market
Value equal to the aggregate exercise price of the shares being purchased under the Option, provided that the Participant must have held for at least six months any such tendered
shares that were acquired by the Participant under a Company-sponsored stock compensation program; (d) to the extent permitted by applicable law, delivery of a properly
executed exercise notice, together with irrevocable instructions to a brokerage firm designated or approved by the Company to deliver promptly to the Company the aggregate
amount of sale or loan proceeds to pay the Option exercise price and any tax withholding obligations that may arise in connection with the exercise, all in accordance with the
regulations of the Federal Reserve Board; or (e) such other consideration as the Committee may permit in its sole discretion.

7.6 Post-Termination Exercise

The Committee shall establish and set forth in each instrument that evidences an Option whether the Option shall continue to be exercisable, and the terms and conditions of such
exercise, after a Termination of Service, any of which provisions may be waived or modified by the Committee at any time, provided that any such waiver or modification shall
satisfy the requirements for exemption under Code Section 409A unless otherwise determined by the Committee.

7.7 Incentive Stock Options

The terms of any Incentive Stock Options shall comply in all respects with the provisions of Section 422 of the Code, or any successor provision, and any regulations
promulgated thereunder. Individuals who are not employees of the Company or one of its parent or subsidiary corporations (as such terms are defined for purposes of
Section 422 of the Code) may not be granted Incentive Stock Options. To the extent that the aggregate Fair Market Value of Common Stock with respect to which Incentive
Stock Options are exercisable for the first time by a Participant during any calendar year exceeds $100,000 or, if different, the maximum limitation in effect at the time of grant
under the Code (the Fair Market Value being determined as of the Grant Date for the Option), such portion in excess of $100,000 shall be treated as Nonqualified Stock Options.
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Section 8. Stock Appreciation Rights

8.1 Grant of Stock Appreciation Rights

The Committee may grant stock appreciation rights (“Stock Appreciation Rights” or “SARs”) to Participants at any time. An SAR may be granted in tandem with an Option or
alone (“freestanding”). The grant price of a tandem SAR shall be equal to the exercise price of the related Option, and the grant price of a freestanding SAR shall be equal to the
Fair Market Value of the Common Stock at the Grant Date. An SAR may be exercised upon such terms and conditions and for the term as the Committee determines in its sole
discretion; provided, however, that, subject to earlier termination in accordance with the terms of the Plan and the instrument evidencing the SAR, the term of a freestanding
SAR shall be a term not to exceed ten (10) years from the Grant Date as established for that SAR by the Committee or, if not so established, shall be ten (10) years, and in the
case of a tandem SAR, (a) the term shall not exceed the term of the related Option and (b) the tandem SAR may be exercised for all or part of the shares subject to the related
Option upon the surrender of the right to exercise the equivalent portion of the related Option, except that the tandem SAR may be exercised only with respect to the shares for
which its related Option is then exercisable.

8.2 Payment of SAR Amount

Upon the exercise of an SAR, a Participant shall be entitled to receive payment from the Company in an amount determined by multiplying (a) the difference between the Fair
Market Value of the Common Stock for the date of exercise over the grant price by (b) the number of shares with respect to which the SAR is exercised. At the discretion of the
Committee, the payment upon exercise of an SAR may be in cash, in shares of equivalent value, in some combination thereof or in any other manner approved by the Committee
in its sole discretion.

8.3 Post-Termination Exercise

The Committee shall establish and set forth in each instrument that evidences a freestanding SAR whether the SAR shall continue to be exercisable, and the terms and conditions
of such exercise after a Termination of Service, any of which provisions may be waived or modified by the Committee at any time, provided that any such waiver or
modification shall satisfy the requirements for exemption under Code Section 409A unless otherwise determined by the Committee.

Section 9. Restricted Stock and Restricted Stock Units

9.1 Grant of Restricted Stock and Restricted Stock Units

The Committee may grant Restricted Stock and Restricted Stock Units on such terms and conditions and subject to such forfeiture restrictions, if any (which may be based on
continuous service with the Company or an Affiliate), as the Committee shall determine in its sole discretion, which terms, conditions and restrictions shall be set forth in the
instrument evidencing the Award.

9.2 Issuance of Shares

Upon the satisfaction of any terms, conditions and restrictions prescribed with respect to Restricted Stock or Restricted Stock Units, or upon a Participant’s release from any
terms, conditions and restrictions of Restricted Stock or Restricted Stock Units, as determined by the Committee, and subject to the provisions of Section 11, (a) the shares of
Restricted Stock covered by each Award of Restricted Stock shall become freely transferable by the Participant, and (b) Restricted Stock Units shall be paid in cash, shares of
Common Stock or a combination of cash and shares of Common Stock, as the Committee shall determine in its sole discretion. Any fractional shares subject to such Awards
shall be paid to the Participant in cash.

9.3 Waiver of Restrictions

Notwithstanding any other provisions of the Plan, the Committee, in its sole discretion, may waive the repurchase or forfeiture period and any other terms, conditions or
restrictions on any Restricted Stock or Restricted Stock Unit under such circumstances and subject to such terms and conditions as the Committee shall deem appropriate;
provided, however, that the Committee may not adjust performance goals for any Restricted Stock or Restricted Stock Unit intended to qualify for the Performance Based
Exception for the year in which the Restricted Stock or Stock Unit is settled in such a manner as would increase the amount of compensation otherwise payable to a Participant.
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Section 10. Other Stock or Cash-Based Awards

In addition to the Awards described in Sections 7 through 9, and subject to the terms of the Plan, the Committee may grant other incentives payable in cash or in shares of
Common Stock under the Plan as it determines to be in the best interests of the Company and subject to such other terms and conditions as it deems appropriate.

Subject to adjustment as provided in Section 13, and in accordance with the requirements under Code Section 162(m), no Participant shall receive in any one calendar year
grants of Options or Stock Appreciation Rights covering an aggregate of more than one hundred thousand (100,000) shares of Common Stock. Notwithstanding any other
provision of the Plan to the contrary, any Option or Stock Appreciation Right intended to qualify as performance based compensation under Code Section 162(m) for the
Performance Based Exception of Code Section 162(m) shall have an exercise or grant price, an applicable, of no less than 100% of the Fair Market Value of the Common Stock
at the Grant Date, except in the case of Substitute Awards.

Section 11. Withholding

The Company may require a Participant to pay to the Company the amount of (a) any taxes that the Company is required by applicable federal, state, local or foreign law to
withhold with respect to the grant, vesting or exercise of an Award (“tax withholding obligations”).

The Committee may permit or require a Participant to satisfy all or part of his or her tax withholding obligations and other obligations by (a) paying cash to the Company,
(b) having the Company withhold an amount from any cash amounts otherwise due or to become due from the Company to the Participant, (c) having the Company withhold a
number of shares of Common Stock that would otherwise be issued to the Participant (or become vested in the case of Restricted Stock) having a Fair Market Value equal to the
tax withholding obligations and other obligations, or (d) surrendering a number of shares of Common Stock the Participant already owns having a value equal to the tax
withholding obligations and other obligations.

In addition, the Company may accelerate the time or schedule of a payment of vested shares of Common Stock subject to an Award, and/or deduct from any payment of shares of
Common Stock subject to an Award to the Participant, or to his or her beneficiaries in the case of the Participant’s death, that number of shares of Common Stock having a Fair
Market Value at the date of such deduction equal to any amounts due from the Participant to the Company or any Affiliate (“other obligations”) as satisfaction of any such other
obligations, provided that (x) such other obligations are incurred in the ordinary course of the employment relationship between the Company or any of its Affiliates and the
Participant, (y) the aggregate amount of any collateral held in connection with such other obligations or deduction made in any taxable year of the Company with respect to the
Participant does not exceed $5,000, and (z) the deduction of shares of Common Stock is made at the same time and in the same amount as the other obligations otherwise would
have been due and collected from the Participant.

The Company shall not be required to issue any shares of Common Stock under the Plan until such tax withholding obligations and other obligations are satisfied.

Section 12. Assignability

No Award or interest in an Award may be sold, assigned, pledged (as collateral for a loan or as security for the performance of an obligation or for any other purpose) or
transferred by the Participant or made subject to attachment or similar proceedings otherwise than by will or by the applicable laws of descent and distribution, except that to the
extent permitted by the Committee, in its sole discretion, a Participant may designate one or more beneficiaries on a Company-approved form who may receive payment under
an Award after the Participant’s death. During a Participant’s lifetime, an Award may be exercised only by the Participant.

Section 13. Adjustments

In the event, at any time or from time to time, a stock dividend, stock split, spin-off, combination or exchange of shares, recapitalization, merger, consolidation, distribution to
shareholders other than a normal cash dividend or other change in the Company’s corporate or capital structure results in (a) the outstanding shares of Common Stock,
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or any securities exchanged therefor or received in their place, being exchanged for a different number or kind of securities of the Company or of any other company or (b) new,
different or additional securities of the Company or of any other company being received by the holders of shares of Common Stock, then the Committee shall make proportional
adjustments in (v) the maximum number and kind of securities available for issuance under the Plan; (w) the maximum number and kind of securities issuable as Incentive Stock
Options as set forth in Section 4.2; (x) the maximum number and kind of securities that may be issued to an individual in any one calendar year as set forth in Section 4.3; (y) the
maximum number and kind of securities that may be made subject to the different types of Awards available under the Plan; and (z) the number and kind of securities that are
subject to any outstanding Award and the per share price of such securities, without any change in the aggregate price to be paid therefor.

The determination by the Committee as to the terms of any of the foregoing adjustments shall be conclusive and binding.

Notwithstanding the foregoing, the issuance by the Company of shares of stock of any class, or securities convertible into shares of stock of any class, for cash or property, or for
labor or services rendered, either upon direct sale or upon the exercise of rights or warrants to subscribe therefor, or upon conversion of shares or obligations of the Company
convertible into such shares or other securities, shall not affect, and no adjustment by reason thereof shall be made with respect to, outstanding Awards.

Section 14. Amendment and Termination

14.1 Amendment, Suspension or Termination of the Plan

The Board may amend, suspend or terminate the Plan or any portion of the Plan at any time and in such respects as it shall deem advisable. In addition, the Company intends
that, except as the Committee otherwise determines, the Plan and Awards either comply with or be excepted from Code Section 409A. Accordingly, the Company reserves the
right, without the consent of affected Participants, to amend or revise the Plan and/or to amend, revise or revoke any Award (including any agreement under which such Award
was granted) in order to cause the Plan and/or the Award (including any agreement under which such Award was granted) to be so compliant or excepted and to take such other
actions under the Plan and any Award (including any agreement under which such Award was granted) to achieve such compliance or exception. Notwithstanding the foregoing,
however, that, to the extent required by applicable law, regulation or stock exchange rule, shareholder approval shall be required for any amendment to the Plan.

14.2 Term of the Plan

Unless sooner terminated as provided herein, the Plan shall terminate ten (10) years from the Effective Date. After the Plan is terminated, no future Awards may be granted, but
Awards previously granted shall remain outstanding in accordance with their applicable terms and conditions and the Plan’s terms and conditions. Notwithstanding the foregoing,
no Incentive

Stock Options may be granted more than ten years after the earlier of (a) the adoption of the Plan by the Board and (b) the Effective Date.

14.3 Consent of Participant

Except as provided in Section 14.1 above, (a) the amendment, suspension or termination of the Plan or a portion thereof or the amendment of an outstanding Award shall not,
without the Participant’s consent, materially adversely affect any rights under any Award theretofore granted to the Participant under the Plan and (b) any change or adjustment to
an outstanding Incentive Stock Option shall not, without the consent of the Participant, be made in a manner so as to constitute a “modification” that would cause such Incentive
Stock Option to fail to continue to qualify as an Incentive Stock Option. Notwithstanding the foregoing, any adjustments made pursuant to Section 13 shall not be subject to
these restrictions.

14.4 Restriction on Repricing.

Except in connection with a corporate transaction involving the Company (including, without limitation, any stock dividend, stock split, extraordinary cash dividend,
recapitalization, reorganization, merger, consolidation, split-up, spin-off, combination, or exchange of shares), the terms of outstanding Awards may not be amended to reduce
the
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exercise price of outstanding Options or SARs or to cancel outstanding Options or SARS in exchange for cash, other awards or Options or SARs with an exercise price that is
less than the exercise price of the original Options or SARs without stockholder approval.

Section 15. General

15.1 No Individual Rights

No individual or Participant shall have any claim to be granted any Award under the Plan, and the Company has no obligation for uniformity of treatment of Participants under
the Plan. Furthermore, nothing in the Plan or any Award granted under the Plan shall be deemed to constitute an employment contract or confer or be deemed to confer on any
Participant any right to continue in the employ of, or to continue any other relationship with, the Company or any Affiliate or limit in any way the right of the Company or any
Affiliate to terminate a Participant’s employment or other relationship at any time, with or without cause.

15.2 Issuance of Shares

Notwithstanding any other provision of the Plan, the Company shall have no obligation to issue or deliver any shares of Common Stock under the Plan or make any other
distribution of benefits under the Plan unless, in the opinion of the Company’s counsel, such issuance, delivery or distribution would comply with all applicable laws (including,
without limitation, the requirements of the Securities Act or the laws of any state or foreign jurisdiction) and the applicable requirements of any securities exchange or similar
entity.

The Company shall be under no obligation to any Participant to register for offering or resale or to qualify for exemption under the Securities Act, or to register or qualify under
the laws of any state or foreign jurisdiction, any shares of Common Stock, security or interest in a security paid or issued under, or created by, the Plan, or to continue in effect
any such registrations or qualifications if made. The Company may issue certificates for shares with such legends and subject to such restrictions on transfer and stop-transfer
instructions as counsel for the Company deems necessary or desirable for compliance by the Company with federal, state and foreign securities laws. The Company may also
require such other action or agreement by the Participants as may from time to time be necessary to comply with applicable securities laws.

To the extent the Plan or any instrument evidencing an Award provides for issuance of stock certificates to reflect the issuance of shares of Common Stock, the issuance may be
effected on a noncertificated basis, to the extent not prohibited by applicable law or the applicable rules of any stock exchange.

15.3 Indemnification

Each person who is or shall have been a member of the Board, or a committee appointed by the Board, or an officer of the Company to whom authority was delegated in
accordance with Section 3 shall be indemnified and held harmless by the Company against and from any loss, cost, liability or expense that may be imposed upon or reasonably
incurred by him or her in connection with or resulting from any claim, action, suit or proceeding to which he or she may be a party or in which he or she may be involved by
reason of any action taken or failure to act under the Plan and against and from any and all amounts paid by him or her in settlement thereof, with the Company’s approval, or
paid by him or her in satisfaction of any judgment in any such claim, action, suit or proceeding against him or her; provided, however, that he or she shall give the Company an
opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her own behalf, unless such loss, cost, liability or
expense is a result of his or her own willful misconduct or except as expressly provided by statute.

The foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such persons may be entitled under the Company’s certificate of
incorporation or bylaws, as a matter of law, or otherwise, or of any power that the Company may have to indemnify them or hold them harmless.

15.4 No Rights as a Shareholder

Unless otherwise provided by the Committee or in the instrument evidencing the Award or in a written employment or services agreement, no Option or Award denominated in
units shall entitle the Participant to any cash dividend, voting or other right of a shareholder unless and until the date of issuance under the Plan of the shares that are the subject
of such Award.
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15.5 Compliance with Laws and Regulations

Notwithstanding anything in the Plan to the contrary, the Committee, in its sole discretion, may bifurcate the Plan so as to restrict, limit or condition the use of any provision of
the Plan to Participants who are officers or directors subject to Section 16 of the Exchange Act without so restricting, limiting or conditioning the Plan with respect to other
Participants.

Additionally, in interpreting and applying the provisions of the Plan, any Option granted as an Incentive Stock Option pursuant to the Plan shall, to the extent permitted by law,
be construed as an “incentive stock option” within the meaning of Section 422 of the Code.

15.6 Participants in Other Countries

The Committee shall have the authority to adopt such modifications, procedures and subplans as may be necessary or desirable to comply with provisions of the laws of other
countries in which the Company or any Affiliate may operate to ensure the viability of the benefits from Awards granted to Participants employed in such countries, to comply
with applicable foreign laws and to meet the objectives of the Plan.

15.7 No Trust or Fund

The Plan is intended to constitute an “unfunded” plan. Nothing contained herein shall require the Company to segregate any monies or other property, or shares of Common
Stock, or to create any trusts, or to make any special deposits for any immediate or deferred amounts payable to any Participant, and no Participant shall have any rights that are
greater than those of a general unsecured creditor of the Company.

15.8 Successors

All obligations of the Company under the Plan with respect to Awards shall be binding on any successor to the Company, whether the existence of such successor is the result of
a direct or indirect purchase, merger, consolidation, or otherwise, of all or substantially all the business and/or assets of the Company.

15.9 Severability

If any provision of the Plan or any Award is determined to be invalid, illegal or unenforceable in any jurisdiction, or as to any person, or would disqualify the Plan or any Award
under any law deemed applicable by the Committee, such provision shall be construed or deemed amended to conform to applicable laws, or, if it cannot be so construed or
deemed amended without, in the Committee’s determination, materially altering the intent of the Plan or the Award, such provision shall be stricken as to such jurisdiction,
person or Award, and the remainder of the Plan and any such Award shall remain in full force and effect.

15.10 Choice of Law

The Plan, all Awards granted thereunder and all determinations made and actions taken pursuant thereto, to the extent not otherwise governed by the laws of the United States,
shall be governed by the laws of the State of Oklahoma without giving effect to principles of conflicts of law.

Section 16. Effective Date

The Plan was effective June 5, 2008 (the “Effective Date”), and the Plan was amended by the First Amendment to the Plan, effective June 5, 2014.
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2

Safe Harbor Statement
The comments today and the information contained in the presentation materials contain certain forward-looking statements. All these
statements, other than statements of historical fact, are forward-looking statements.

Statements that include the words “expect,” “intend,” “plan,” “believe,” “project,” “anticipate,” “estimate” and similar statements of the future or
of a forward-looking nature identify forward-looking statements, including but not limited to, all statements about or in references to the
Architectural Building Index or any McGraw Hill forecast, any references to projected natural gas costs, ammonia costs, and fundamentals of the
chemical or climate control business.

The forward-looking statements include but are not limited to the following statements: For Chemical Business: Major investments underway to
reduce costs and increase facility reliability; Positioned to benefit from strong agricultural market with favorable margins; Strong regional market
positions serving the Corn Belt and South Central U.S.; Product balance options; Capital expansion projects reduce production costs significantly
vs. purchased ammonia; Estimated completion Q4 2015/Start-up Q1 2016 for El Dorado ammonia plant; El Dorado nitric acid plant and
concentrator will have a cost of $115 million to $125 million, improves operating characteristics, enhances product balance, replaces lost acid
capacity and adds capacity for a total of 375,000 TPY, and estimated completion and start-up of Q2 2015; Fundamentals of the nitrogen
fertilizers we produce remain positive; Gross margins remain historically strong; LSB Value Drivers; Pryor facility reliability improvements;
capital projects at El Dorado; Corn pricing remains at favorable levels for growers; Comprehensive upgraded Chemical Business safety and plant
reliability systems will improve plant up-time and reduce risks of unplanned downtime. For Climate Control Business: Market and technology
leader for geothermal heat pumps, water source heat pumps, and hydronic fan coils; Poised to benefit from the economic recovery, long-term
trend toward green construction, and growth of emerging products; Construction markets are poised for a recovery to pre-recession levels;
Climate control’s product sales should outgrow broader markets; Leading indicators point to solid growth over the next three years in commercial
and institutional construction, as well as residential housing starts; Anticipate an improvement in all the major sectors that we serve, especially
lodging, multi-family housing and education; LEAN operational excellence margins.

You should not rely on the forward-looking statements because actual events or results may differ materially from those indicated by these
forward-looking statements as a result of a number of important factors. We incorporate the risks and uncertainties discussed under the heading
Special Note Regarding Forward-looking Statements in our annual report on Form 10-K for the fiscal year ended December 31, 2013 and
Form 10-Q for the period ending March 31, 2014. We undertake no duty to update the information contained in this conference call.

The term EBITDA, as used in this presentation, is net income plus interest expense, depreciation, amortization, income taxes, and certain non-
cash charges, unless otherwise described. EBITDA is not a measurement of financial performance under GAAP and should not be considered as
an alternative to GAAP measurement. The reconciliation of GAAP and any EBITDA numbers discussed during this conference call are included
on the Q1 2014 conference call presentation, which is posted on our website.
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Company Overview



Business Overview
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2013 Net Sales by Business Segment

2013 Consolidated EBITDA by Business Segment

Diversified industrial manufacturer of chemical and
HVAC products sold into a wide range of end markets

Founded in 1968 and headquartered in Oklahoma
City, OK; publicly traded (NYSE: LXU)

Chemical Business operates 4 production facilities
El Dorado Chemical Company (“EDC”) (Arkansas)
Cherokee Nitrogen LLC (Alabama)
Pryor Chemical Company (Oklahoma)
El Dorado Nitric LLC (“Baytown”) (Texas)

Climate Control Business operates 7 facilities located
in Oklahoma City (over 1 million square feet)

Financial Snapshot:
LTM 3/31/14 Net Sales of $707.1 million
LTM 3/31/14 Consolidated Adjusted EBITDA of
$161.2 million

LSB operates a well-diversified business with differentiated market
positions across two distinct business segments

Note: Excludes unallocated corporate expenses



LSB’s Two Core Businesses
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Consolidated Sales History

Chemical
Provides nitrogen based agricultural, mining
and industrial chemicals to North American
market
Leading merchant marketer of nitric acid in
the U.S.

Major investments underway to reduce costs
and increase facility reliability and capacity
Positioned to benefit from strong agricultural
market with favorable margins

Climate Control
Provides specialty HVAC products to
commercial, institutional and residential new
construction, renovation and replacement
markets, emphasis on green products
Market and technology leader for
geothermal heat pumps, water source heat
pumps, and hydronic fan coils
Poised to benefit from the economic
recovery, long-term trend toward green
construction, and growth of emerging
products

2013 Full Year Sales Mix
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Business Segment
Overview



Attractive Industry Fundamentals – Agro Chemicals
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World Situation:
Growing populations
Developing economies
Changing dietary habits (from grain to
meat)
Worldwide grain stock-to-use ratios at
below historical levels

North American Situation:
World grain shortages positively
impact grain requirements in the U.S.
During last 3 years U.S. consumed
more grain than it produced.
U.S. grain stocks are below historical
levels.

Result:
High demand for grain expected in
2014 and beyond.

North America is Low Cost Producer           
of Nitrogen Fertilizers

Natural gas is the primary feedstock for
anhydrous ammonia and all nitrogen
fertilizers.
Due to large shale gas reserves, U.S. has very
low natural gas prices vs. most places
worldwide. 
Natural gas is expected to average between
$4.50 and $5.00 per MMBtu in 2014.

U.S. Midwest Delivered        
Ammonia Cost Forecast ($US/ton)

Source: Fertecon, Blue Johnson, PotashCorp (2013)



Agro-
Chemical
(44% of sales)

Nitric Acid Semi-conductor, nylon, polyurethane
intermediates, ammonium nitrate

CF Industries, PCS

Sulfuric Acid Pulp and paper, alum, water treatment,
metals and vanadium processing

Cytec, Chemtrade Logistics

Anhydrous Ammonia Power plant emissions abatement, water
treatment, refrigerants, metals processing

Various

Diesel Exhaust Fluid (DEF) Exhaust stream additive to reduce NOx
emissions from diesel vehicles

Various

Market              Products                             Uses  Competitors

Industrial
Acids,
Ammonia &
DEF
(37% of sales)

Urea Ammonium Nitrate
Solutions (UAN)

Fertilizer for corn and other crops CF Industries, PCS,       
Koch Industries, Rentec,
Coffeeville  Resources, imports

Ammonium Nitrate
- high density prills (AN)

Primary nitrogen component in NPK
fertilizer blends

CF Industries, imports

Anhydrous Ammonia High nitrogen content fertilizer primarily
used for corn

Various

Chemical Markets and Products
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Ammonium Nitrate – low
density prills (AN) and AN
solutions

Specialty emulsions for mining
applications

CF Industries, PCS,
Dyno Nobel America

Specialty E2 Ammonium
Nitrate

Surface mining, quarries, construction Imports

Mining
Products
(17% of  sales)



Major Chemical Customers
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Bayer



Strategically Located Chemical Facilities,
Long-Standing Customers, Unique Business Model
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Product offering applicable across a broad range of end markets

Nitric acid for
industrial uses

UAN, AN and
NH3 fertilizers

AN and AN solutions for
mining industry

Chemical End Markets Strong Market Positions Across Footprint

Strong regional market positions serving
the Corn Belt and South Central U.S.

Multiple distribution channels
Located on major rail transport routes
(single haul rail and river access at
Cherokee)
Access to ammonia pipeline at EDC

Average relationship of over 15 years with
top 5 customers – includes several blue-chip
customers

Reduced commodity exposure through cost
plus agreements (feedstock and production
costs plus profit component)



Operational Dynamics
Diversification Strategy with Product Balance Options
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Sales by Market Cost-Plus Agreements vs.
Spot Market Sales

A key strategy is to
OPTIMIZE SALES MIX:
industrial vs. agricultural.

Approximately half  our sales
are NON-SEASONAL
and priced pursuant to
COST-PLUS agreements.

2013 Sales Mix



Chemical Facilities
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El Dorado Nitric  LLC

El Dorado Chemical Co.

Cherokee Nitrogen LLC

Pryor Chemical Co.

El Dorado
Chemical
Company

Cherokee
Nitrogen LLC

Pryor Chemical
Company

El Dorado  
Nitric LLC

El Dorado, AR Cherokee, AL Pryor, OK Baytown, TX

150 160 47 2
1400 1300 104 Bayer site

ammonia natural gas natural gas ammonia

  UAN x x

  High Density AN x

  Ammonia x x

  Urea x x

  Nitric Acid x x x x

  Concentraed
  Nitric Acid x

  Sulfuric Acid x

  Mixed Acid x

  Carbon Dioxide x x

  Ammonia x x

  DEF x

  Low Density AN x

  AN solutions x x

truck, rail truck, rail,
pipeline, barge truck, rail truck, pipeline  Transportation to Market

  Facility

  Location

  Plant Area (acres)
  Site Area (acres)

  Feedstock



Annual Production Capacity for Products Available for Sale
(000’s of tons)
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Red Font = production capacities after the completion of the ammonia and nitric acid expansion
projects at El Dorado

El Dorado
Chemical
Company

Cherokee
Nitrogen LLC

Pryor
Chemical
Company

El Dorado  
Nitric LLC

ammonia natural gas natural gas ammonia

  UAN 215 300

  High Density AN 110/300

  Ammonia 125 30 85

  Nitric Acid 45/200 30 410

  DEF 15

  Low Density AN 220

  AN solutions 85

  Facility

  Feedstock
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Capital Expansion Projects
El Dorado Ammonia Plant

• Cost of $250 million - $300 million
• Reduces production costs significantly vs.

purchased ammonia
• Enhanced product balance opportunities
• Increases plant capacity:

- Currently use ~220,000 tons per year (TPY)
- Additional capacity ~155,000 TPY
- Total capacity ~375,000 TPY

• Estimated completion Q4 2015/start-up Q1 2016

• Cost of $115 million - $125 million
• Improves operating characteristics
• Enhanced product balance
• Replaces lost acid capacity and adds additional

capacity for a total of 370,000 TPY
• Estimated completion and start-up Q2 2015

El Dorado Nitric Acid Plant and Concentrator

• Engineering, Procurement and Construction
(EPC) contractor secured

• Installation of above ground structures
underway

• Inspection and refurbish/rebuild of equipment
in process

Construction Process Well UnderwayAmmonia Production Offers Attractive Economics

Cost to ProduceCost to ProduceCost to ProduceCost to ProduceCost to ProduceCost to Produce

Average Difference (Produce vs. Purchase): $419 per ton
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Attractive Industry Fundamentals: Climate Control

Significant upside as industry drivers return to
levels at/near historical norms

Driven by high energy efficiency

Climate Control 2013 End Market Mix

Total
Commercial,

Institutional and
Multi-Family:

83%

Sources: McGraw-Hill Construction Market Forecasting Service, Q2 2014; 50 Year Median – Census Bureau

($ in Billions)

$35.0
$85.0

$204.0

$248.0

$0

$75

$150

$225

$300

2008A 2012A 2016P
Low-end

High-end
Source: 2013 Dodge Construction Green Outlook

(MM Square Feet)

Commercial / Institutional / Multi-Family Starts

1,749

1,100

1,544
1,710

2008 2012 2015E 2017E

39%

11%

(Starts in 000’s)

Single Family Residential Construction

1,626

516

910 1,090

2005 2012 2015E 2017E

76%

50-Year Median: 1,070

20%

Construction markets are poised for a
recovery to pre-recession levels

Green building market spending expected
to grow ~25%+ CAGR from ‘12 – ‘16E



Climate Control Market and Products

Geothermal &
Water Source
Heat Pumps
(64% of sales)

Hydronic Fan
Coils

Heating and cooling for commercial/institutional
new construction, renovation and replacements

Leading share in hydronic
fan coils

Hydronic Fan
Coils
(23% of sales)

Water Source
Heat Pumps

Heating and cooling for commercial/institutional
markets as well as single family residential new
construction renovation and replacements

Geothermal
Heat Pumps

Heating and cooling for commercial/institutional
markets as well as single family residential new
construction renovation and replacements

Leading share in water
source and geothermal
heat pumps

Large Custom
Air Handlers

Commercial, institutional and industrial uses

Modular
Chillers

Commercial, institutional and industrial uses

Make-up Air
Units

Commercial, institutional
and industrial uses

Other HVAC
Products
(13% of sales)

Market         Products                             Uses
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Significant Installed Base of Climate Control  Products

Millennium Towers, NYC Bellagio, Las Vegas Statue of Liberty MGM Grand, Las Vegas Trump Tower, NYC

World Financial Center, NYC Chicago Hilton and Towers Wynn Resort, Las Vegas Disney’s Grand Floridian, Orlando Atlantis, Bahamas

Rowes Wharf, Boston Alta Condos, Washington DC Peninsula, Hong Kong Ritz Carlton, Pasadena, CA Rockefeller Center, NYC

17

Thousands of premier installations and over 4 million units
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Financial Overview



Summary Statement of Operations

19

2013 2012 2011 2010 2014 2013

  Sales $679.3 $759.0 $805.3 $609.9 $178.5 $150.7

  Sales Growth (11)% (6)% 32% 15% 19% (21)%

  Operating Income/(Loss) $105.3 $95.7 $136.4 $55.9 $25.9 ($0.2)

  Net Income/(Loss) $55.0 $58.6 $83.8 $29.6 $11.6 ($0.1)

  Diluted Earnings/(Loss) per Share $2.33 $2.49 $3.58 $1.32 $0.49 ($0.02)

  EBITDA $132.9 $117.3 $155.7 $74.3 $34.7 $6.5

  EBITDA Margin 20% 15% 19% 12% 19% 4%

  $ in millions except EPS

3 Mos. Ended March 31,Calendar Year Ended Dec. 31,

*Free cash flow is defined as operating cash plus insurance proceeds and debt and financing proceeds, less capital expenditures and
debt and financing payments



Segment Summary Statement of Operations
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  Chemical Business
3 Mos. Ended March 31,

  $ in millions 2013 2012 2011 2010 2014 2013

  Sales $380.7 $477.8 $511.9 $351.1 $115.2 $77.5

  Gross Profit 46.2 97.7 130.7 49.3 28.4 2.4

  Gross Profit % 12.1% 20.4% 25.5% 14.0% 24.7% 3.1%

  Operating Income/(Loss) 87.8 82.1 116.5 31.9 28.8 (3.8)

  Segment EBITDA $111.4 $98.5 $131.2 $45.0 $36.3 $1.6

  Climate Control Business

  $ in millions 2013 2012 2011 2010 2014 2013

  Sales $285.0 $266.2 $281.6 $250.5 $60.3 $70.3

  Gross Profit 92.9 81.0        88.2 86.4 19.3 22.0

  Gross Profit % 32.6% 30.4% 31.3% 34.5% 31.9% 31.3%

  Operating Income 30.4 25.8 32.8 35.3 4.3 6.4

  Segment EBITDA $33.6 $29.0 $35.5 $38.8 $5.5 $7.2

3 Mos. Ended March 31,

Calendar Year Ended Dec. 31,

Calendar Year Ended Dec. 31,



Debt to Capital
Solid Financial Position
Strong Balance Sheet
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Note: As of March 31, 2014, total debt consisted of $425
million 7.75% Senior Secured Notes due in 2019; a $28 million
Secured Promissory Note with final payment due in February
2016 and $9 million of equipment loans and capital leases.  Our
$100 million working capital revolver is undrawn and
availability under this facility was approximately $80 million at
March 31, 2014.

March 31, December 31,
2014 2013

Cash and Investments $408.9 $434.7

Total Debt $461.9 $463.0

Stockholders' Equity $423.9 $411.7

Total Capitalization $885.8 $874.7

  $ in millions

EBITDA to Interest Coverage*                

*  Calculated on a trailing twelve month basis using
total interest, including capitalized interest.



Planned Capital Spending
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Remainder of
2014

2015 Total

Chemical Business:
  El Dorado Facility Expansion Projects $200 - $235 $117 - $152 $317 - $387

  Development of Natural Gas Leaseholds 8  -  10 11  -  13 19  -  23

  Environmental Projects 9  -  11 5  -  6 14  -  17

  Major Renewal and Improvement Projects 30  -  40 20  -  30 50  -  70

  Other 18  -  20 19  -  22 37  -  42

    Total Chemical $265 - $316 $172 - $223 $437 - $539

Climate Control Business: 6  -  7 5  -  10 11  -  17
Corporate and Other: 6  -  7 7  -  9 13  -  16
    Total Projects $277 - $330 $184 - $242 $461 - $572

Capitalized 
to Date

Remainder of
2014

2015 Project   
Total

Ammonia Plant $53 $100 - $125 $97 - $122 $250 - $300
Nitric Acid Plant and Concentrator 60 45  -  50 10  -  15 115 - 125
Other Support Infrastructure - 55  -  60 10  -  15 65  -  75
    Total El Dorado Projects $113 $200 - $235 $117 - $152 $430 - $500

Planned Capital Expenditures

Planned Capital Expenditures

Total Projects (including El Dorado below)

El Dorado
Expansion Projects

(as of March 31, 2014 - $ in millions)



Outlook
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Chemical
Positive fundamentals remain for the nitrogen fertilizers we produce.
Gross margins remain historically strong although lower than 2013.
2013’s improved corn harvest resulted in a higher stock-to-use ratio and lower
forward corn prices, however pricing remains at favorable levels for growers.
The 2014 planting seasons for both corn and wheat started slowly due to weather
conditions, but have come back to historical levels.
Growth is forecasted for the next few years for the industrial markets we serve.

Climate Control
Leading indicators point to solid growth over the next three years in commercial
and institutional construction, as well as residential housing starts.
Rate of recovery in the commercial and institutional sectors seems to be lagging
behind the recovery in the general single-family residential construction market.
Anticipate an improvement in all the major sectors that we serve, especially
lodging, multi-family housing and education.
LEAN operational excellence initiatives should result in enhanced margins.



Key LSB Value Drivers
Comprehensive upgraded Chemical Business safety and plant reliability
systems – intended to improve plant up-time and reduce risks of unplanned
downtime.

Pryor facility reliability improvements - including new senior management,
additional engineering support, extensive monitoring and control equipment,
remanufacture of certain key pieces of equipment, and use of industry expert
consultants – intended to improve plant up-time and reduce risks of unplanned
downtime.

Capital projects at El Dorado – intended to reduce costs, increase capacity, and
enhance product balance capabilities.

Growth in Climate Control Business within existing plant footprints as
construction cycle recovers to achieve increased profits through operating leverage.

Operational excellence initiatives (including LEAN manufacturing techniques)
in our Climate Control Business to facilitate improved operational metrics
leading to expanding margins.

24
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Appendix



EBITDA Reconciliations  (in millions)
Reconciliation of Consolidated Net Income (Loss) and Segment Operating Income (Loss) to Non-GAAP measurement EBITDA. 
Management uses operating income by business segment for purposes of making decisions that include resource allocations and performance
evaluations.  Operating income by business segment represents gross profit by business segment less selling, general and administrative
expenses incurred by each business segment plus other income and other expense earned/incurred by each business segment before general
corporate expenses.
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LSB Industries, Inc. Consolidated
2014 2013 2014 2013

Net income (loss) 11.6$            (0.1)$              66.7$              44.2$              
Plus:
  Interest expense 6.7                 0.7                  20.0                 3.8                  
  Depreciation and amortization 8.7                 6.6                  30.5                 22.3                
  Provisions for income taxes 7.7                 (0.7)                 43.8                 25.0                
  Loss from discontinued operations -                   -                    0.2                   0.2                  
EBITDA 34.7$            6.5$                161.2$           95.5$              

Climate Control Business
Operating income 4.3$               6.4$                28.3$              26.4$              
Plus:
  Equity in earnings of affiliate 0.1                 0.2                  0.3                   0.7                  
  Depreciation and amortization 1.1                 0.6                  3.3                   2.5                  
Segment EBITDA 5.5$               7.2$                32.0$              29.6$              

Chemical Business
Operating income (loss) 28.8$            (3.8)$              120.4$           57.9$              
Plus:
  Non-operating income 0.1                 -                    0.1                   -                    
  Depreciation and amortization 7.4                 5.4                  25.6                 17.8                
Segment EBITDA 36.3$            1.6$                146.1$           75.7$              

Three months ended 3-31 Trailing Twelve months ended 3-31



Chemical Business Operating Metrics
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*Gross cost excluding any hedging activity

Three Months Ended March 31,

Agricultural: 2014 2013 % Change
Product (tons sold)

Urea ammonium nitrate (UAN) 83,516 32,419 158%
Ammonium nitrate (AN) 86,403 39,904 117%
Anhydrous ammonia 15,057 3,012 400%
Other 5,557 5,222 6%

190,533 80,557 137%
Average Selling Prices (price per ton)

UAN $261 $311 (16%)
AN $308 $377 (18%)
Anhydrous ammonia $416 $687 (39%)

Input Costs
Average purchased ammonia cost/ton $419 $619 (32%)

Average natural gas cost/MMbtu* $5.25 $3.78 39%

Industrial:

Product (tons sold)

Nitric acid 141,142 77,829 81%

AN and AN solution 40,981 27,961 47%



LSB’s Agricultural Distribution
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Multiple distribution channels
Diverse geographic coverage
Longstanding customer relationships
Direct rail linkage to corn belt

Southern Plains,
South Central,

Midwest & West



What Our Chemical Products Are Used For:
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Agrochemical Products Uses

Urea Ammonium Nitrate Solutions (UAN) 28-32% N
Manufactured nitrogen content fertilizer

High nitrogen content fertilizer for corn and other crops with high nitrogen
demand (wheat, milo, cotton)

E2 Ammonium Nitrate Prill (solid)  34% N
High nitrogen content fertilizer

Nitrogen consuming crops, forage areas and citrus.  The primary nitrogen
component in NPK (nitrogen, phosphorus, potassium) fertilizer blends

Fertilizer Blends
Custom blends with purchased phosphates, potassium, sulfur,
micronutrients with produced ammonium nitrate

Special application for agri-business products to supply growers balanced
fertility

Anhydrous Ammonia  82% N
Gas injected application

High nitrogen content fertilizer with highest percentage use for corn.

Industrial Acids, Ammonia, DEF Uses:

Concentrated Nitric Acid
Aqueous solution up to 99% concentration

Production of specialty fibers, nitrocellulose, gaskets, crop  chemicals,
mining products, metal treatment, nitric acid commercial blends

Nitric Acid Commercial Blends
Aqueous solution up to 89% concentration

Semi-conductor industry, manufacture of nylon and polyurethane
intermediates, potassium nitrate compounds, ammonium nitrate production

Anhydrous Ammonia
Commercial grade and high purity refrigeration, metallurgical grade

Air emission abatement in power plants, water treatment, refrigerants,
metals processing, and a wide variety of industrial uses

Mixed Acids
Blends of  concentrated nitric acid and sulfuric acid/oleum

Diesel fuel additives, ordnance, herbicides and pharmaceutical grade
nitroglycerine

Sulfuric Acid
98% and 93% concentrations, standard and low-iron grades

Pulp and paper manufacturing, alum, water treatment, metals processing,
vanadium processing, other industrial uses

DEF (diesel exhaust fluid) Exhaust stream additive to reduce NOX emissions from diesel vehicles

Industrial Mining Products Uses:

Ammonium Nitrate Solutions
54% and 83% concentrations

Specialty emulsions for mining applications, other miscellaneous uses

Low Density Ammonium Nitrate Prills (solids)
Solid pellets with good porosity and flowability

Surface mining, quarries, construction



Typical Facility Process Flow  (Pryor)
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Products are marketable at every intermediate and final stage of production.
Pryor facility process flow is typical of plants with natural gas feedstock.
Pryor and Cherokee use natural gas feedstock.  El Dorado and Baytown use
ammonia feedstock.



Climate Control Sales & Marketing Data
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Diversified End Markets
Commercial:
• 238 Commercial representative firms with

438 locations
• 2,200+ Sales Engineers
Residential (Geothermal):
• 600 Residential distributor locations (approx.)
• 4,000 Residential contractor-dealers (approx.)
Plus: OEM distribution channels

Distribution Channels (as of Q2 2014)

Product & Market Sales Mix –Various Perspectives 

2013 Sales Mix Data



Focus on Geothermal Heat Pumps
How does a GHP system work?
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The Earth absorbs approximately 50% of all solar energy and
remains at nearly a constant temperature year round (below a few feet
deep).
A GHP system uses a sealed in-ground heat exchanger (loop) filled
with fluid and a GHP unit to exchange energy between the house or
building and the earth.
In winter, fluid in the loop absorbs energy from the earth and carries it
to the GHP where it is converted (compressed) to a higher temperature
and sent as warm air into the house or building.
In summer, the system reverses, transferring heat from the house or
building into the earth.
GHP systems work year round, in all climates, in both individual
residences and large commercial buildings, providing both conditioned
air and domestic hot water (as a “free” by-product).

Typical
Residential
Geothermal
System

Geothermal Benefits:
Energy Cost Reduction & Positive
Cash Flow – the most energy efficient
HVAC technology available – up to 80% more
efficient than conventional systems.

Fed Tax Credits - 30% residential & 10% business +
accelerated depreciation, + state/utility incentives
GHP’s are an Alternative form of Renewable Energy

Green Refrigerants - non-ozone depleting 

“Free” Domestic Hot Water

Noise Free Operation – no noisy condensing unit

Extremely Long Lived vs. conventional systems (50 year
loops)

Conventional System   Geothermal System

Residential Energy Usage
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Typical GHP Costs and Savings
For a GHP System in a 2,500 sq. ft. new house in St. Louis, MO (typical middle America)
Installed Cost of a 4 ton GHP System = $6,000 per ton (12,000 Btu/ton).

System Operating Cost Comparison
GHP vs. Conventional Systems

Note: System installed costs are different throughout the U.S due to varying
local conditions and labor costs.  Savings vary due to weather conditions, user
preferences, and local utility rates. Costs and savings in St. Louis are estimates
and subject to change.

Payback (GHP vs.  Hi-Eff Gas Furn+AC)

Installed cost of GHP $24,000

Less: 30% Fed tax credit (7,200)

GHP cost after credit 16,800

Cost for Hi-Eff Gas + AC (12,000)

GHP premium cost 4,800

Annual Energy Savings $1,248

Payback in Years 3.8

Positive Cash Flow
Annual Energy Savings $1,248

Annual P&I on GHP
Premium (6% int. –10 yrs.) (636)

Annual Cash Savings $612

This analysis
compares these
systems:



Notes:
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Notes:
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LSB Industries, Inc. is headquartered in
Oklahoma City and does business through
its subsidiaries, with seven HVAC manufacturing
and distribution facilities in Oklahoma City,
chemical plants in Texas, Arkansas, Alabama
and Oklahoma and an engineered products
distribution center in Oklahoma City.
Approximately 1,900 total employees.
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