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Item 8.01 Other Events.

As aresult of damage caused by Hurricane Katrina, the natural gas pipeline servicing Cherokee Nitrogen Company
(“CNC”), a subsidiary of LSB Industries, Inc., located in Cherokee, Alabama (the “Cherokee Facility”) suffered damage,
and the owner of the pipeline declared an event of Force Majeure. This event of Force Majeure caused curtailments

and interruption in the delivery of natural gas to the Cherokee Facility. As a result, CNC filed a contingent business
interruption claim with its insurers.

As previously reported, CNC’s insurers advanced payments during the quarter ended September 30, 2007 of $1.5
million in connection with the business interruption claim. Those payments were recognized as a reduction to cost of
sales in the third quarter of 2007.

On December 4, 2007, CNC agreed with its insurers to resolve the business interruption claim for an additional
payment of $2.25 million. As a result, the payments made, and agreed to be made, by CNC’s insurers in resolution of
the business interruption claim total $3.75 million. The written settlement agreement is expected to be completed so
that the additional payment may be made before December 31, 2007. The additional payment will be recorded as a
reduction to cost of sales in the quarterly period in which the payment is received.
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