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2006 Revenue by Segment
|
Agricultural ,"
Products ;
7 .
Industrial, I Indu§tr|a|
Chemicals ,/Chemicals

Chemicals

12006 Operating Profit by Segment

Agricultural
Products

Specialty
Chemicals

2006 2005
Revenue $2,347.0 $2,150.2
Segment operating profit'2 $ 366.4 $ 317.2
Income from continuing operations® $ 1448 $ 111.0
Earnings per share from continuing operations:
Sasic $ 378 $ 295
Diluted $ 3.67 $ 283
Other data:
Restructuring and other income
and charges per diluted share $ (1.81) $ (1.56)
Earnings per share from continuing operations
{before restructuring and cther income and charges):
Basic $ 565 $ 457
Diluted $ 548 $ 439
Capital expenditures $ 1158 $ 835
Research and develocpment expenses 96.9 94 .4
Net debt (total debt less cash) 464.2 513.8

{1} Sea page 11 for additional information
{) Sea Note 19 of Notes to Consolidated Financial Statement of FMC's Form 10-K

(%) Before cumulative effect of change in accounting principle
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In each of my last three arlmual letters,
I wrote about our oommltment to dehvenng
shareholder value and outlmed the
strategies we would use to unlock the
potentlal inherent in our bu%messes Once
agdin, I can report that we successfully
executed on those stratcglcs and the market

rewarded us. Specifically in 2006:

. Earnmgs per share before restructurlng
and other charges grew 25 percent

* Return on invested capital reached
14.5 percent;

» Net debt was reduced-10 $464 million.

The market’s response to our performance

omparcd favorably to the broadcr 111\‘est-

ment umvers‘é\as well as to an index of our
peers. In 2006 FMC’s stock price mcreascd
44.0 percent comp?ired to a 13.6 percom
return for the S&P 5(]0 and alsl percent

return for the S&P 400 Mld-Cap Chem:cals
Index, the index of our closest peer compa-
nies. Over the past four years FMC’s stock
has appreciated 180 pcrcent which speaks
to the sustainability of our strategies.

Operational Excellence

We continued to leverage the key valuc
drivers in each of our businesses.
Significant 1mproven}ent in|selling pru.es
and hlgher volumes,in sodalash and hlgher
selling prices in our North American hydro-
gen peroxide businesses we're major drwers
of Industrigl-Chemicals’ 15 percent year
over year earnmgs growth. Agncultural
Productq carnings grew 21 percenl in 2006,
its fourth straight year of record eammgs -
a level of performance well above the glob-
al agrochemical industry as a whole and a
direct result of the successful execunon of
our focused market and low-cost sourcmg
strategies. Leadership positions in hlgh-
growth pharmaceuticals, food lngredlcnts
and energy storage markets, and the benefit
of commued productivity 1mprovement's
cnabled Specialty Chemlcalsl carnings to
increase 10 percent. These results were
achieved despite the adverse pressures of
higher energy and raw mater}al costs, And,
fmal]y, the debt refmanomg actions we took
in late 2005 resulted in su,mtl'lcantly lower
interest expense in 2006, }

|




Innovation

Innovation is essential to our creating
long-term shareholfer value. We arz
focused on pursuu'lg mnovatlon in all of
our businesses through mvestmg in' both
internal and extemal opportumttes lour
innovation mltlatwes are tailored to

build on the strengths and strategies of
each business. Agncultural Products has
shifted its 1nnovat1\on paradigm from a
longer-term mternally focused discovery
cycle/to a shortcraterm multi- faceted,
extemal strategy almed\at bringing'mew
products and technologles to market in a
more tar;}eted and rapid fashron Through
Innova Solunons we have already seen the
benefits fromithis shift in’ ‘strategy. ln-2006
we launched thtee new products th 1t/shou1d
generate sales oﬁ$50 to $80 milliojt in the
next few years. And additional de\fvlop—
ments are in the p]ﬁellne., .

Specialty Chemicals is‘investing inf a num-
ber of internal development dpportunities.
In BioPolymer, through oﬁr’Health‘care
Ventures, we are funding and nurturing
the development of promising techhology
platforms targeted at drug dosage formula-
tion as well as biomaterials for the medical
device industry. In hthmm we are mvestlng
in high growth energy storage markets
and in alkali silica reactlvftty chemistries
to extend the life of concrete. We aLre also
expanding in China and India. Both
BioPolymer and lithium are investing in
manufacturing plants research tacilities
and organizations in order to better serve
our customers, lower costs and participate
in the rapidly growing regional opportuni-
ties in Asia. | 1;
! |
In Industrial Chemicals, we continue to
make selective mvestments in Cdpchy
| |
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expansion and for cost reduction. During
2006, our soda ash business brought on-
stream the second increment of mothballed
capacity in our Granger fauhty In
Peroxygens, we relocated our hrgh purity
hydrogen peroxide production to our
Bayport plant, which resulted i m‘ significant
cost savings and logistical advantages.

We de-bottlenecked our Deifzijl hydrogen
peroxide plant to give us mcrementa] proflt
adding capacuy fndustrial Chémicals i
also investing in new markets including
environmental and microbjl applications
for persulfates and peraceftlc acids.

Creating Value

We continue-to look for external growth
oppoTtunities - such as product acquisitions,
licenses and co-development ventures

in Agricultural Products and bolt-on
acquisitions in Specialty Chemicals - that
fit our strategic and financial criteria. But
as | assured you a year ago, until the right ~
opportunities present themselves, our focus
will be on building upon the strengths of
our core franchises, We are confident that
patience is an essential dimension of our
commitrnent to increasing shareholder value. -

Our strong free cash flow and disciplined
approach to investing have allowed us to
return cash to shareholders while retaining
the financial flexibility that is essential to
execule on our strategic objectives. In
February 2006, our Board of Directors
reinstituted a quarterly cash dividend of
$0.18 per share, the first for FMC since
1986, and approved a $150 million stock
buy-back program intended to be executed -
over a two-year period. During 2006, we
distributed $21 million in dividends and
repurchased over 1.4 million shares at a
total cost of $90 million. X

4

Return on Invested Capital

10.6%

.Outlook

'

"The actions we have taken in the past thiee
years have strengthened our company. And
the market has recognized the benefits of
these actions. We remain as optimistic about
the future today as we were three years ago.
Our businesses are well positioned in the -
markets they serve, our global team is |
focused on the right priorities, and we have
_the financial flexibility to execute on our
strategic initiatives. Rest assured that i in, |
2007, FMC will continue to diligently-work
to further unlock the operating leverage:
inherent in our businesses and allocate our

' resources toward our higher growth businesses.

Conclusion . v

' Let me conclude by thanking our share-!
“holders for your continued confidence in
“FMC and recognizing our employees for -

" their (.ontlnued contributions to-our success.
- Let me also acknowledge and thank out:

* retiring board member, Governor James

- R. Thompson, for more than 16 years of
faithful service to FMC. Governor

" Thompson’s contributions have been - |

_ many and, undoubtedly, we will miss his

wisdom and leadership. '

I William G. Walter

Chairman of the Board .
President and Chief Executive Officer .
March 8, 2007 '

41.5%
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Agncultural Products achreved strong
financial results for the fourth year in'a

row in 2006. Sales of $767.0 million
increased 6 percent versuszOOS drwu\

by strong sales growth in South Amenca
particularly Brazil, as we]l as higher sales in
North America and Asia, chment eammgs
were $151.0 million, an mcrease of 21
percent from the year earher as a resm'llt of
higher sales and the favorable impact | ‘of
supply chain productivity mmatwes Smc
2002 sales have grown 25 percent whj

Qur formula for profitable growth has
! been the ugcoessful execuuon of
: focused strategy in
selected customers lprod-
ucts, crops and n%arkets,
coup]ed with our
low cost sourcmg
strate&y Wel are
Idl‘wmg, growth
on many fronts,
throu&,h Iabe]
expansrons new
formulatlons in
crop and IIIOI'I-
Crop segments,
product-based
allrances and in-
lalccnsed proiiucts.

T

inf20064EMC sTAG Rroduct]
International|laboratoryfin
becameltheltirsimultinational
fagricutiuralfchemicallconipany]
aboratorylin[Chinaliolreceive)
certificationlfromlthel0rganization
torEconomiciCozoperationfand)
DevelopmentiWork{donelbyj
m%mmmm
(Wanglwillltacilitatelthelworidwide]
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During the year, we latnched several

new insecticide prodicts and unique
formulations in Noﬁh America, including
Capture® LFR™, which is mixed directly
with liquid fertilizers that enables growers
to plant, fertilize and get économical pest
control all at the dame time, saving time,
fuel and other expenses. We also leveraged
our portfolio of herbicides where they fit
well on acres where traditional and widely
used herbicides app\:ar to be losing efficacy.

In Brazil, we benefited.from the growth
inrCotton and sugar cane\markets, where
planted’akgies increased 2percent and 12
percent, respectively, versugﬁi&prior gIow-
ing scason.% gar cane growth cc;'ﬁrinues 1o
be driven by ethanol demand. To further
strengthen our lapg-term position i Brazil,
we obtained accesg to a proprietar)ysoybean
rust fungicide that, when registered, will
enable us to offer oungustomers/an even
broader and more competitive Product line.
We continue to benefit from growth in
Western and Eastern Euro\p\fl;fthrough our
market access joint ventures, expansion of
product labels, development of pre-mixes
and our focus on key crops and markets.

In 2006, we expanded our relationship

with Belchim Crop Protection, our alliance
partner in Western Europe, to include Spain
and Pertugal. : ,

Innovation

Our continued profitable growth will depend
on our ability to consistently deliver value-
adding solutions to our customers. In 2006,
we took significant steps aimed at accelerat-
ing innovation. We redirected our insecticide
discovery resources and formed Innova
Solutions, whose role is to drive our global
innovation efforts and deliver a stream of
new product solutions to our customers

200 i
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SEGMENT ‘OPERATING PROFIT AND FREE CASH FLOW*

quicker than we have ever done before. We
are already seeing the benefits of Innova’s
focus on and efforts to acquire,or license
proprietary actives, novel formulations,
advanced delivery systems and {mique
product premixes that are closeli' aligned
to customers’ neceds. :

In addition, we launched flonicamid, a novel
insecticide that serves a broad range of crop
and non-crop applications, intd the Brazilian
and U.S. markets with significant success.
Acetamiprid, a patented and highly effective
insecticide for household-and termite
markets was launchegl-iﬁ North America.
Cyazofamid, a pppﬁctary new fungicide,
was launched-for crop and non-crop uses
across-the Americas. Collectively, we expect
these three new products to result in greater
than $50 million in new sales within the
2008-2009 timeframe.

Staying Globally Cost-Competitive

Staying lean by increasing productivity and
focus is a critical dimension of our strategy.
We are in our eighth year of implementing
a multi-faceted plan that reduces manufac-
turing costs, maintains global cost-competi-
tiveness and lowers capital expenditure
requirements. Since 1999, we have reduced
manufacturing costs by about $60 miilion
on an annual basis. We have identified
significant additional manufacturing cost
reductions that we are working to realize
over the next few years. [n addition, we are
focusing on increasing the productivity of
our global supply chain and ensuring that
our selling, administrative and research
costs are competitive. We are implementing
several programs in these areas over the next

few years aimed at improving our efficiencies.

Operating
Profit

e

Free Cash
Flow

;. '
* Segment free cash flow is the sum of segnient operating profit and segrment depreciation and
amortization less segment capital spending. See page 11 for additional inforrnation.

Creating Value

We continue to make significant progress in
building a strong foundation for sustained
profitable growth and becoming an even
more agile and focused competitor. Each
day we are working to build relationships,

" delight our customers, expand our product

lines, accelerate innovation and increase our
global cost competitiveness. In 2007, we,
expect to improve our financial performance
for the fifth year in a row, based on the |
confidence that our relentless focus, move -
to a shorter innovation cycle and aggressive
efforts to acquire complementary
chemistries and technologies will further
enhance our positions in key crops and -
regions. We anticipate that these efforts, ,
coupled with further cost reduction
initiatives, will continue to drive value
creation for our sharehoiders.

articulartylin]Brazilianfsugaricanel
anafcotionfmarketsYcouplediwith]
suppiylchainfproductivitylgains 8
[contributedjiolanothergyearfoii
fearningsy MG
PAgricuiturallProductsy

o
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FMC scientists Christian Larsen (ieft)
and Olav Géserud rewew the quality of
FMC BmPonmers novel a!ganate based
soft capsule technologylfor the dietary
supplements and pharmaceutical
market at ihe Rockfand, Maine, pilot
facifity. The new, non-animal hased

‘ technology was Jaunc

Spema]ty Chemicals contmued 10 produce
strong financial returns in 2006, benefi iting
from its leading poqltlons'm growth Imar—
kets. Sales of $592.8 mllhon mcreascd 6
percent, driven by higher sales of primary
lithium compounds and contmued st{"ength
n BloPOIymers pharmaceutlcal business.
Segment earnings of $1 IS 8 million
increased 10 percent as a result of the sales
gains, improved results in BloPonmc',rs /
pharmaceuticals business and the benefi

of restructuring initiatives,

! [
Growth Trends Benefit BiPPor mer‘

BioPolymet is a leading global supplier

of naturally-derived m:crocrystallme' cellu-
lose carrageenan d’sodjum algmates

to foo rcdlent/gemonal care and
pharmacgngcglocustomersJ wor]dWIdc In
food markets focus is on value- added
tcxture ingredients where health and
convemence trends are major drivers of
g,rowth Increased co}\Sumpuon of
processed foods and p\arsonal care products
is acceleratmg growth in emergmg mar-
kets. We are increasing ur presencelin
regions where we can ta ¢ advama;,e of
these favorable trends. F!)r example, our
applications lab in India as becomejour
leading worldwide lab i oral care appllca—
tions. In China, the fooc? ingredients | ‘market
18 growing in the range 0 115 -20 percent
per year. Our stablllzauon and texture
products fill a crm 1 need in novel [
beverages and we Have a good posmon in
the rapidly growing dairy mdustry I
pharmaceuticals, our focus is on sup'piymg
oral-d e’ﬁ)rmulatlon chemistnes tojthe
world’s leading ethical and generic phar‘ma-
ceutical companies, Qur Avv:eFo brand,
used for dry tablet bmdmg, 15 conSIdered
to be the gold standard byl many in the
industry. Market growth rates are attractive,
driven by increased use of drugs to u"eat
diséases that previously requlred surg,ery
and extended hospital slay's We continue
to evaluate acquisition opllmrtumtles to add
to our BioPolymer business, but will remain
patient and disciplined in bur acuons' to
ensure we profitably grow our franchise.




~ Diverse and

- Growing
Lithium
Markets

We are a lead-
ing global
supplier of
lithium
chemistries

that serve spe-
cialty polymers,
pharmaceutical
sypthesis and ener-
gy storage markets.
Our primary focus is

on faster-giowing special;
ty lithium mackets with high-
value end useshincluding energy
storage and pharmaceutical synthesis.

The demand for lithium-based recharge-
able batteries is growing in excess of 10
percent per year, while the phar’malceutical
synthesis market is growing af rates well
above GDP. As in BioPc}lymér, emerging
market growth is an increasingly important
factor in the growth of the global lithium
market, Lithiumn demand in Asia, driven
largely by the growth in polymer and
rechargeable battery markets, now
accounts for about 25 percent of the world
market. In primary lithium chemistries, we
have benefited from tight:industry capacity
that has led to higher selling prices. Our
focus in primaries has been to drive pro-
ductivity improvements and selectively
invest in small de-bottlenecking expansions
to enhance profitability. |

e

Promising New Technologies

In 2006, we made significant progress in
developing promising new technologies
!

i
3

Majorficelcream[makerslarelusing
EMC]BioRolymensiGelstangellulosel
getltechnalogyptalprodlicelafnew)
generationfotlichfand]creamySiow
fatiirozenldessertslthatfagpeallio]
todaysslnealthaconsciousfconsumeisy
(Gelstarttechnologylisfusedjtolieplace
butterfatforfmilkfSolidsiwhilefachievg
inglthelvodyJancltexturelnormaliy)
associatedlwithlnighertiatiproguctsy
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that hold attractive longer-term potential.
Our Healthcare Ventures organization is
developing proprietary technologies mar-
keted to the pharmaceutical and medical
device industries. We have developed
several nove} drug capsule technologies
and a unique dose form technology,
NRobe?, targeted at faster growing

nutritional and pharmaceutical applications.

QOur NovaMatrix™ line of advanced bio-
materials offers innovative solutions to
rapidly growing medical device and thera-
peutic markets, In lithium, our proprietary
Stabilized Lithium Metal Powder

\
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SEGMENT OPERATING PROFIT AND FREE CASH FLOW*
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Operating
Profit
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Free Cash
Flow

* Segment free cash flow is the sum of segrr:!ent operating profit and segment depreciation and
amortization less segment capital spending. See pags 11 for additional information.

technologies show promise in high-growth
energy storage applications. We are encour-
aged by the potential of technologies we
have developed that focus on reducing
alkali-silica reactivity in concrete, a critical
problem that can reduce the effective life
of high-use roads and airport runways.

Creating Value

In Specialty Chemicals, our primary
method for creating value is through the
profitable growth of our market-leading
franchisc businesses. We are working to
create additional value by serving category
leading customers, shifting resources
toward faster growing segments, expanding
our presence in rapidly growing emerging
markets and commercializing promising
new technologies.

R
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Industrial Chemicals delivered its T.hll‘d
corisecutive year of substantlal eammgs
: _ growth and cash genemuon in 2006, Sales
0 - ‘ of $990.9 million, an mcrcase of 14 pcrcent .
@mr (I SSION @ i@ m g : were driven primarily by hlgher sellmg' prices
! _ for soda ash and North Amencan hydrogen
o ﬂh@ BESk lowest ‘ : petaxide. Soda ash volumes were hlg,her due
: ‘ . . , to growth in export shlpments enabled|by the
EOST Suppher t@ eI - K ' restart of our Giranger faCIhry Asa re51|11t of
| USomErRS Weildh s mwgmmaggémﬁﬂidﬁmm : lheI ls.ales gains, iegmem earmngs of $96.7
- *x ‘ &Eﬁﬁﬁﬁ? mm milhion increased 15 percent
L | oruinio Gely ) SAMet | !
amﬁl]&n'mmma?@ﬂﬂ Operating Leverage Drives
; mmmmﬁmm Profitable Growth
; mmm%wmﬂﬁm@@ w® .; The ability of Industrial Chenicals to realize
(D GRS 0 (0 st * significant operating leverage in 1ts busi-
e S0 5 MEES, nesses over the last three years has
exo been a pnmary driver i l'n value
creation for the company.

Operatmg profit has
mcreascd 184 pcrcem
since 2003 and cash
gencration has also
; been strong We
! I benefit from low-
cost posmons in
each of these
busmcsses
resulting ]argc]y
from our dCCESS
to raw malenals
and propnetary
process tcchno]o—
;,les Our products
are morgamc materials
that serve a WIdCErange
of end markets including
glass, pulp and paper,
- detergents, po]ymers and
general chemical processmg

Our soda ash business contmued its strong
performance in 2006. As a result of tight
supply conditions in North Amenca the
mdustry remains in the m:dst ofa very
favorable market env1ronment Demand for
soda ash is consistent and precllctable North
American demand has remamed essennally
level for the past two decades, while ezport
demand has continued to steadlly grov\" By
[ﬁ]m%‘g ::fon}p:\?t?: o mining and pro(c):g;smﬁ naturall&occumng
(expansion] glizij|Thetherlands W trona ore into soda ash, U.S. producers
hydrogenperoxidelplant®Uanny]Nieboer possess a significant cost a(]:lvF‘:mtage versus
laboraiorylanalyst¥checksithelquaiity] i
ﬂ ol iy prmtb (R b apaEy
e G Gapem Wi, 68
experiencedlincreasedfsaleslot
hydrogeniperoxdelnihelEuropean N : |
Unionfand mﬁliﬂmm&wmgm ! , |




global competitors producmg soda :lSh via
a synthetic process. Gonsequently, Us.
producers have bec me the world’s langest
soda ash exporters,fshipping approximately
40 percent of U.S. ‘production offshore,
primarily to the glpwing economies of Asia
and Latin America. The combination of
steady demand in North America and export
demand growth has resulted in an average
growth rate for U. S\ soda ash of 1-3 percent
per year for the past\two decades. We expect
a similar growth rate gpmg forward and the
favomtyl\e:market conditions to continue.
Aonh erica, our p%xygens business
serves pulp\bleachmg, environinental
remediation, \electromcs chemlcaﬁ)mljuctlon
food and cosm\etlcs markets. Hydmgen
peroxide represents a significant majpnty of
OUr peroxygens sﬁles During 2006, North
American demand for hydrogen peroxnde
grew 1-2 percent. Out expectatlon for 2007 is
for demand to grow at\he same/mu. driven
by the trend toward hlgh brightness papers
and non-pulp market appllc%txons

Foret, our wholly owned Spanish subsidiary,
supplies peroxygens and phosphates across
Europe, the Middle East, Africa and Latin
America. In 2006 hydrogen peroxlde demand
in Western Europe grew 5 percent, In 2007,
demand is expected to grow by approximately
4 percent, driven by higher pulp and paper
industry demand. Foret’s phosphorus
chemicals products are used in a wide range
of applications including detergents, animal
feed and industrial uses. Demand growth for
phosphorus chemicals, which tends to follow
GDP growth, improved in 2006 with the
strengthening economy in Europe. 1n 2007,
we anticipate growth continuing at GDP levels,

|
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In the second half of 2006, Foret operations
faced a challenging energy enwronment that
has continued into 2007. Slgmﬁcantly higher
than expccted natural gas costs and lower
selling prices for its co-generated‘elecmmty
combined to negatively impaci oqerating
earnings. We expect a recovery in electricity
selling prices in Spain begmmng in the first
quarter of 2007. As the year progresses we
expect the higher electricity pnoes will more
than offset hlgher natural gas 9osts that will
likely remain unfavorable through the first
half of 2007.

Creating Value

In 2007, the biggest lever on pmﬁtablllty for
our ln_qu/s_tnal Chemical segment will again
besales growth. Higher selling prices for soda
ash, augmented by volume growth in Foret,

¢ Operating
Profit

Free Cash
Flow

* Segment free cash flow is the sum of segmnnt operating profit and segment depreciation and
amortization less segrnent capltal spendmg Ses page 11 for additional Information.

i

SIS s o Kiozualattivated persulate

are expected to be the primary drivers of
our top line growth. Higher cnergy costs,
primarily in Spain, and higher raw material ,
costs will likely offset our sales growth in the
first six months of 2007. Despite this first-
half impact, we remain optimistic, based on
fundamental market conditions and energy
cost trends, that Industrial Chemicals will
regain earnings momenturn during the second
half of 2007 and deliver significant earnings
growth and cash generation in 2008, '

fgrewstronglylinf20064EMCNal
[pioneedintappliedoxidationlchemistryj
ﬂﬂ?@mm@m
pendingchemistrylthat{enables)
m@mmmm@
ireaticontaminatedfsoitfand[ground]
waterKiozuihaslquicklyfemerged]
fasithelproductioffchoicelforfmany;
[environmentai[remediation]situations?
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j BOARD OF DIRECTORS | OFFICERS
. Dr. Patricia A. Bufflor™ ! William G. Walter*
Dean Emerita, Professor of Epidemiclogy Chairman of the Board,
School of Public Health, University of California, Berkeley President and Chief Executive Officer
. ' v
. G. Peter D'Aloia® ' i W. Kim Foster*
Senior Vice President and Chief Financial Officer Senior Vice President and Chief Financial Officer

| American Standard CompanIBS. Inc.
Andrea E. Utecht*

. C. Scott Groer™® Vice President, Gereral Counsel and Secretary

|
Principal
l Greer and Assmates ! ‘ Theodore H. Butz*
! : 1 Vice President and General Manager, Specialty Chemicals
i Edward JJ. Mooney"’“‘
| Retired Chairman and Chief Executive Officer Milton Steele*
]

Nalco Chemical Cormpany 1 I Vice President and General Manalger,
) ' Agricultural Products

| Paut J. Norris®@# i i

Non:Exgcutive Chairman of the Board D. Michael Wilson*

WA, Grace & Co. ‘. Vica President and General Manager, Industrial Chemicals

! William £, Flelllg,"“"‘m‘| ! Th(‘)mas C. Deas, Jr.*

‘ Chairman and Chief Executive Officer Vice President and Treasurer

i Summit Business Media, LLC | |

f ' . Kenneth R. Garrett

Enrique J. Sosa®a® ‘ Vice President,
. Former Prasident ' Human Resources and Corporate Communications
BP Amoco Chemicals .
; ; 1 Gerald R. Prout
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NON-GAAP RECONCILIATIONS

Segment operating profil {consolidated), earnings before restructuring and other income and charges, earnings per share
before restructuring and other income and charges, return on invested capital, and segment free cash flow are not

measures of financial performance under U.S. generally accepted accounting principles (GAAP) and should not be considered.

in isolation from, or as substitutes for, income from continuing operations, net income, or earnings per share determined
in accordance with GAAP, nor as substitutes for measures of profitability, performance or liquidity reported in accordance
with GAAF. The following charts reconcile Non-GAAP terms used in this report to the closest GAAP term. All tables are
unaudited and presented in millions, except per share amounts.

Reconciliation of numerator income form continuing operations (GAAP) to numerator income from continuing operations before

restructuring and other income and charges and after-tax interest expense, net {Non-GAAP) used in ROIC

(return on invested capital) calculation, where ROIC is the above described Non-GAAP number divided by the

2-Point Average Denominator set forth below:

Income from continuing ope.rations1 {GAAP)
Interest expense, net
Tax effect of interest expense, net
Restructuring and other charges
In-process research & development
Investment gains
Loss on extinguishment of debt
Tax effect of restructuring and other charges,

in-process research and development,

investment gains and loss on extinguishment of debt
Tax adjustments

1

ROIC numerator (Non-GAAP)

2-Point Average Denominator
Short-term debt
Current portion of long-term debt

Long-term debt
Stockholder's equity

ROIC denominator (2 pt. avg) (GAAP)

ROIC (Using Non-GAAP Mumerator)

{1} Before cumulative effect of changs in accounting principle

Dec-03

$ 138
3.0
1,033.4
588.3

$1,6385

2004
Actual

$ 1756
784
(18.2)
15.0

2.9

©.7)

(71.0)

$ 1800

Dec-04

70.8
B22.2
876.2

$1,805.8

|
|

$1,7222

10.5%

2005
Actual

$ 1110
58.1
{14.0)
39.8
(67.0)

60.5
6.1

Dec-05
$ 79.5

639.8
859.3

$ 16795

$17427

12.4%

2006
Actual

$ 1448
32.9
(8.4}

748
2.0

(17.7)

12.5

$ 2409

Dec-06

FMC CORPORATION
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Reconcnhatlon of basic earnmgs per share from contlnulng operatlons (GAAP) to basic earnings per share from continuing
operations before restructunng and other i mcome and charges (Non GAAP)

l Y
|

Basic earnings per share from cointinuing operations {GAAP) $
Basic restructuring and other income and charges per share

<GAAP)

restructulnng and other income and charges (Non

!

|
ReconCI{latlon of dlluted earnlngs per share from contunglng operatlngs (GAAP) to diluted earnmgs per share from

. 2006
3.78

(1.87)
|

" Basic earnlngs per share from contlnumg operations before . |

$ 565
i

2005

|

$ 295
(1.62)

$ 457
|

n

continuing operations before restructunng and other income and charges (Non-GAAP)

I

Diluted earnings per share fro'm c'ontinuing operations (GAAP) $
Diluted restructuring and other in'corne and charges per share

Diluted earnlngs per share from contmumg operatlons

before re'structurmg and other i mclome and charges {Non- GAAP) $

! . L -

|
2006

13.67
(1.81)
Co

|5.48 -

-

2005
$ 283
(1.56)
$ 439

i

2004

$ 470
1.50

$ 320

Reconcmatlon of 2006 segment operating profit {a GAAP measure) to 2006 segment free cash flow (a Non-GAAP measure)

b

I
. i

2006 Segment operating proflt {GAAP) |
DepreC|at|on and amortlzatlon

Capital expenditures

2006 Segment free cash flow|(Non-GAAP)

|
2005 Segment operating proflt (GAAP)

Deprematlon and amortlzatlon
Capital expendltures

2005 Segment free cash flow{Non-GAAP) g,

3

| :

Agricultural
Products
\T
$ 1510
F 14
L (149)
|
$ 167.9

-

Agricultural
jProducts
o
$ 124.8
. !_32.6

{13.5)
t
143.9

: $

|
Specialt_y
Chemica!;;

|

$ 1188
31.3
(30.8)

|

$ 1193

Specialty
Chemicals

|

$ 108#
32.1
(29F)
$ 1106

Industrial
Chemicals
$ 967
64.5

63.0)

$ 982

. Reconciliation of 2005 segment'operating profit (a GAAP measure) te 2005 segment free cash flow (a Non-GAAP measure)

Industrial
Chemicals
$ 839
66.8
{42.8)
$ 1079

: o
Reconci‘iation of 2004 segment operating profit.(a GAAP measure) tc|> 2004 segment free cash flow (a Non-GAAP measure)
) i : :

! |
b

1
2004 Segment operating prof (GAAP)
Deprematuon and amortization l
Capital expendltures

2004 Segment free cash flow;{Non-GAAP)
[}

Agricuitural
‘Products

i i
$ 1184
f 293
(12.6)

1
$ 1351

T

o
t
}
{

hl

‘Specialty
Chemicals

}

$ 96.i1
32.4
(Z&f)

$ 100.3

i

Industrial
Chemicals

$ 573
67.0
(39.2)

$ 851
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¢ . H

FMC Corporattou (FMC) was mcorporated in' 1928 under Delaware ‘law and has its pnnc1pal executlve '

‘offices at 1735. Markei Street, Philadelphia, Pennsylvania'19103. Throughout th1s Annuul Report on Form lO—K

‘ h ‘6 Y -
except where otherwme “stated or indicated -by the context, “FMC”, “We,” 1“Us,” Our” means FMC

¥
Corporation and its cénsolidated subsidiaries and their predecessors. Copies of the annual quarterly and current

reports we ﬁle «with| the. SEC, and ‘any amendments to those reports, arel available on our website at

www. FMC.com as soon as pracucablc after we fumlsh such materials to the SEC

ITEM 1. BUSINESS

l . s - i
General, : .- R : - !

i i B
" We area dwersrﬁed global chemical company provrdmg 1nnovat|ve solutlons applications and market- -

' .leadmg products to'a Iwnde variety of end markets.-We operate in three distinct- busmess segments; Agncultural
* Products, Specialty, Chem:cals and Industrial Chemicals, Our Agncultural Products -segment pnmartly focuses on

insecticides, which: artl, uséd in agnculture to enhance crop yield and quallty by controllmg a broad spectrum of .

pests and in pest control for non-agricultural applications, and on: herb1c1des whlch are used'to Teduce the need
for manual or mechamcal weeding by inhibiting or preventing weed growth Spec1alty Chemicals consists of our

1
BroPolymer and lithium businesses and focuses on food ingredients that. are used to enhance texture, structure -

and physncal stabthtgr, pharmaceuttcal additives for binding, encapsulation fand disintegrant applications,
- ultrapure - technologtes for medical devrces and lithium speciakties for pharr!naeeuttcal synthesis, specialty
- polymers and erlergyi storage. Our Industrial .Chémicals segment manufactures a wide range of “inorganic
“materials, mcludlng soda ash, hydrogen peroxide, specralty peroxygens and phosphorus chemicals.

The followmg table shows the prmcrpal products produced by our three business segments and the1r raw
materials and’ uses: .| . - ‘ . L N

Segment - . Ir ) Product - ~ Raw Materiﬁls.— i Uses RN S C
Agncultural Products Insecticides Synthetic chemical Protection of crops, including cotton, maize,
intermediates : soybeans rice, sugarcane, cereals, fruits_

| . _ and vegetables from insects and for non-
I | ' e . . agncultural applications, including pest.

i

l

|

s Co . control for home, garden and ‘other
’ S specialty markets

: Herbicides .Syqtheticfchemical Protecuon of crops, including rice,
N i . intermediates sugarcane‘ cotton, cereals, vegetables,
e l I o Lo turf and roads1des from weed growth
Specralty Chemrcals Microcrystalllné Specialty pulp : Drug dry tablet binder and drsmtegrant food
! Cellulose - ingredient
' Carrageenan . Refined seaweed Food mgredlent for thickening and
! < S : stabilizing
| Alginates - Refined seaweed Food ingredients, pharmaceutrcal excrplent
' | ' o - wound care and industrial uses
. . | Lithium - Mined lithium ° Pharmaceutlicals polymers, batteries, .
' ' ~ greases and lubricaiits, air condmomng
. } ‘ ' - o ) and other industrial uses
Industrial Chemicals |, Soda Ash ¥ ... Mined trona ore Glass, themicals, detergents

; Peroxygens Hydrogen Pulp & paper, chemical processing,
o 3 ' : : detergents, antimicrobial disinfectants,
' envnronrnental applications, electronics,
. ) and polymers -
G - Phosphorus .. Mined phosphate rock Detergents, cleaning compounds, animal
Chemicals feed ' -

— e -
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'We have operations m many areas around the world Wlﬁth a worldwide mapufactunng and distribution
1nfrastructure we are able to respond rapidly to global customer needs, offset dowmlvard €Conomic trends i in one

region with positive trends in another and better maich revenues 1o local costs to mitigate the impact of currency
. volatthty The charts below detail our sales and long-hved assets by major geographte region. '

t
|
|
|

‘ i !
: B L -
Re"_'?f‘"es by Region - 2006 - Long-lived Assets by Region - 2006

| .

|
) ] '
Revenue: $2,347.0 million : -, Long-lived Assets: $1,336.4 million
Latin | | i '
America i 1 l Latin
‘ i Asla Amerlca 3%
! Pacific 2%
i
Asia Pacific S ! t L " : \
i "North - C North
| Am’erlca- ' ; Europe Mlddle America

East & Africa
1
i
. '
Europe, Middle et !
Ea_et & Africa . | : !
f

t
I
t
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Our Strategy

+

Our corporate strategy is balanced between dnvmg gr0wth and innovation wnthm our Specialty Chemicals
and Agricultural Products segments and generatmg strong, cash flow in our Industrial Chemicals segmentI Our
long-term objectives are as follows

H

P .
| S |

Realize rhe operating leverage inherent in our businesses: We intend to maximize earnings growth and
return on capltal by mamtammg our market posmons reducmg'costs and prudently managing our asset bas‘e In
soda’ash, we continually strive to opumlzel our propnetary and low-cost solution mining and longwall mmmg
techmques thereby reduemg our production costs,"which we believe are already the lowest in the mdusu"y In
hydrogen peroxide, we have shut down higher cost production capacity to improve proﬁtab:llty These 1mt1auves
have positioned our [ndulsmal Chemicals business to profitably benefit from higher capacity utilization rates In
Agncultura] Products,’ Iwei continue to reduce manufacturmg costs by producmg our products and/or
intermediates in low-cost locations and benefit from additional savmgs from our efforts to streamline our supply
chamiand reduce loglstlcsE edsts . . !.

o, ; i

|

Mammm stmregzc f"'d financial ﬂexzbtltry Through the series of refinancing steps taken in 2005 we
achieved our capital structure objectives of maintaining strong llqludlty and continuous access to capital markets
lowermg after-tax ﬁnancmg r(:osts on a worldwide basis and prolwdmg flexibility for future corporate lmtlatwes
We alsg reestabllshed an mvestment-grade credit profile in 2005 through improvements to our liquidity and a
srgmﬁcant reducuon in our 1;1debtedness Going forward we expect continued, sustalﬁed growth in our operalttmg
proﬁt and’ resulting cash Erovrded by operating actlv1t1es Furthermore we expect capltal expenditures to remain
below deprecratlon and amortlzanon as our busmesses will meet future expected | demand growth throulgh a
combination of debottleneckmg current production, restarting mothballed plants and sourcing from third partles
Addrtlonal!y, as compared to 2005 and 2006 levels, we believe our spending for the shutdown and remedlauon of
the former elemental pho‘sphorus facility in Pocatello Idaho will be significantly reduced in 2007 and thereafter
Lastly, we continue to explore asset sale opportunities, such'as the sale of our former Defense System site in 'San
Jose, California from Wthh we realized net proceeds of $25:3 million in May 2006 and $56.1 mlllloln in
Februlary -2005. In addltlon ‘m the second quarter of 2006, wé entered into an agreement with the Princeton

Healthcare System to sell{the FMC Research Center Facility in Princeton, New Jersey. |
: . ;
i 4 1 , |




- “venturés are strategtc

Focus .the porrfoho on’ htgher growth businesses. .Our, goal is-to. achreve the hlghest overall growth’ whrle

|
contmumg to, generatel returns- above -our cost of capital: In'this’ regaid, we: 1ntend to focus on building upon our |

-core franchrses in the food' mgredrent “pharmaceutical, energy storage, crop protectlon and noh- agncultural pest
-control’. markets that‘exrst ‘within - the- Specialty Chemicals- and Agncultural ‘Products segments. Internal

development]wrll continue to be a core element of our growth strategy Our BloPolymer business.is-developing -

new pharmaceuncal dehvery systems and ultrapure technologres for medical’ devrces and workmg closely with

top, global food companies in the development of new health’ and convenience 'foods. Our lithium business is -

-developing a'pplrcatrons for. energy storage’ ‘markets to serve the rapid growth in global demand for hand- held .

~ electronic-deyices. Our Agncultural Products business is testing proprietary dehvery technologles which could

. increase- the b|010g1cal efficacy ‘of exlstmg and new chemistries, thereby. potentlally enhancmg those products’

[

market acceptance and’ value to_ end-users Product or busmess acqursmons m‘hcensmg, alhances and equity *
]

optrons “fo enhance our technology offenngs broaden our. market’ access -and extend our

geograph1c footpnnt

rnarkets and geograph‘tes where, 1ncreasmgly, growth wrll be sourced via -product: acqu:smons in- I1cens1ng and

. strategrc alliances that extend ‘the group’s market presence or expand 1ts geographlc penetratton Each growth

1° |
oppartunity .will be evaluated in the ‘context ‘of continued value creanon for-our shareholders including the

|
degree to whrch they complement one of our exrstmg franchrses generate. substannal synergles and are accretive

- o earmngs In addmon we mtend o divest. any business that cannot sustam a return above 1ts cost of capital.

v . “v o
ik EY . - A .

Frnanclal Informatum About Our Busmess Segments : T o T
See Note 19 to our consolrdated financial statements included in lhlS Form 10 K Also see below for

e |

< 1
- selected ﬁnapcral mformatron related to our segments. : S

Agncultural Products - f

Fmancmllnformano‘n (in Millions) . R _— R

: ' o S Agricultiral Products:
1Agr|cu|tura| Products- o Capltal Expendltures ‘and Depreclatlon and
Revenue and Operatmg Margin ' 5 " Amomzatlon 2002 2006 . :
. | - 2002 2006 ' : . o] Capttal Expendnure' I Depremanon and Amortlzatlon
«  mmm Revenue ., —e— Operating Margin o _ j : -
$1000-—*- e T o= 30% . -l
o Lapag TBTO | - .
"7035 ©724.5 :
750-- 15! 6401 -
S 8 A ' 1 20%,
g $500 '
o L.10%
© $250 - SRR
-“l ) y_ A
o §0 MR ERRL SRR 0% .. 80 R - :
2002 2003 2004 2005; 2006 . ' .2002 - 20037 2004 2005 © 2006
’ i

: o P ’ ' .
Overvww ; [ s .

Our Agncultural Products segrmeht, which represents approxrmately 33 percent of our 2006 consohdated
revenues, develops manufactures and sells a portfolio of crop protectiof, professronal pest control and lawn and

garden products. Our innovation  and growth efforts focus on’developing envrronmentally compatrble solutions

that can effe'cnvely mcrease farrners yields and provrde more:cost-effective- altemanves to older chemistries to
" “which, 1nsedts or weeds may have 'developed resistance. In 2006 we restructured ‘and redeployed our R&D
resources t:ol focus our innovation efforts towards accelerating the delrvery ‘of new products and productrvrty-
enhancing technologres to our customers. Our goal is to-significantly shorten the innovation: cycle and provide

' qulcker payback on development and technology spendrng

!
A l

I 5

~

For example Agricultural Products employs a strategy }focused on selected products,.

"
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- Products and Markets | , !

1 ' . '

‘ .
‘ | !
! : »
Y N : 1

— ————— b
.

: {
We differentiate oulrselves by our focused strategy in selected products, crops and markets coupled w1th our
. low-cost sourcing strategy We are contmually worktng to gam access 1o proprtetary, chemistries from third. party
producers Wthh are. complementary to our- existing products and matket focus. 'We are encouraged dy our
progress in. ]tcensmg and partnering to create proprtetary prdducts developmg telchmcally advanced dehvery
systems and commerc1altzmg umquelproduct premixes and combmatrons *We areIopttmlstlc that these, efforts
will: result in sales and profit growth over thé next few years ‘| . : : '

. i

i
o

+

i

i
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' Agrtcultural Products i 1
2008 Sales Mlx

Fungtcldes Sl
I 2% : .

Agncultural Products: '}
2006 Revenue by Reglon ’

[,

Lo . :
1 : . 1
@

; Ny - L
Herbicides North Amerlca

Latm Amenca

- Insecticides - Europe, Middle
L o East & Africa - -
Asia .
- ] ] ‘ .
: Agncultural Products prov1des a wrde range of proprietary, branded products—based on both patented and.
off-patent technologtes—wfor global crop protectton proféssional pest control, and ‘lawn and garden markets.
Product branding is a prevalent mdustry practice used tolhelp maintain and grow market share by prom'onng
end- user recognition and pt;oduct and’ -supplier reputation.; Agricultural Products enjoys relatively strong l"llChC

l
posrttons in crop and non-crop market segments in the Amdrrcas Europe and other parts of the world and derived

approxrmately 73 percent of its revenue from outsrde Northi Amertca in 2006,

)

I
1
"1

Insect1c1des represeri:t the majonty of our sales in the Agndultural Products segnl‘tent parttcularly pyrethroid
- and carbamate chemistries, in which we mdintain leadmg market positions based on revenues Pyrethroids are a
maJor class of msecttcndes vslfhose efficient apphcatton rates.and cost competitiveness ‘are differentiated compared
to most other classes: of 1dsecttctdes They are most effective against worm pesds Carbamates are a’ broad
spectrum of ‘insecticides used to control a wtde'vartetyl of f)ests in both soil and foliar applications.| Our
propnetary herbicides have | grown significaintly over the last several years and now represent a larger portion of
Agrtcultural Products seigment sales. Our herb1c1de portfdlto prlmanly targets niche uses and control a lWtde
vartety of difficult-to- control weeds. We are also evaluating opponumttes to ‘establish a stronger market position
in fung1c1des 50 that we‘ can fill out our portfolto ‘across the three major pesticide categories, i.e. msecttcrdes :
herbtcldes and fungicides. In 2006, we entered into a developmental agreement w1th a third party company,
whereby we obtained ex'c]u'swe rtghts to develop a proprtetary fungicide for certain geographic marketsl We
dtfferentlate ourselves through a’ highly focused strategy in}selected crops. and{regions and leverage our

|

proprltetary chemistries, pest-specific researc‘n and development (R&D) and selected 1technologtes accessed from -
third party producers to develop and market 1 new pestrctdes ancl new appltcanons of our existing products.
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The followmg table summarizes the principal product chemistries in Agncu]tural Products and the principal

uses of eachI chemtstry - : .-,
C i Prof.Pest
' | A : oL Cantrol
: g " Fruits, | Sugar Home &
. . . Cotton Corn Rice Cereals Vegetables Soybeans Cane Tobacco Garden
permethrin- * X | x X ] X rX X X X
Pyrethroids cyperrnetllnn X : X X X X ! X . X X X
I ) bifenthrin X X X 1 X, X X X
Insecticides ' zeta-cypermethrin X X X X X iOX X X X'
' o ‘ carbofuran X + X X X" X ix X X
. Carbamates — —
s IR carbosulfan Xt X xR .Xx X | X X X
- Other | |*  cadusafos A X ' X X
: | [carfentrazone-ethyl| X x| x X X Cox | x X - X+
Herbicides, , | clomazone X X - ¢ . X X X
' sulfentrazone T X X X X -X

: : o

Over the last slveral years,-we.have entered into a number of key agreements with third-party pesticide
producers under Wthh we work together to develop, market and/or distribute existing and new pesticide chemistries
in various markets These proprietary chemistries and technologies are complementary to our existing products and
market strategtes The - chemistries include, flonicamid, a unique 1nsect|cu!e for controlling sucking pests,
cyazofamtd a novel fungrmde for crop and non- crop uses in the Americas and acetamtprld for pest control markets
in North Amefica. We also have numerous supply and access agreements with third-party producers for other
pesticide prloducts including the commercrahzatton of proprtetary prermxes and combmattons

We, access the market in key. Westem European markets through the Belgtan -based pesticide dtsmbutron
- company, Belchtm Crop Protection N.V.; in which we have an ownership 1nterest In the first quarter of 2006, we
expanded lhlS alllanlce to include Spain- and Portugal We also have joint venture arrangements with Nufarm
Limited in several key countries in EasternEurope, which should allow_us to cﬁpttahze on anticipated growth in
this part of Europe. iIn.North America, we recently sirengthened our access capabthttes by signing a long-term
- distribution | agreement with Nufarm to market and sell a number of proprietary chemistries in Canada. Through
these and other alhances along with our own targeted marketing efforts and access to novel technologies, we
expect to enhance otir access in key agncultural and non-crop markets and develop new products that will help us
continue to compete‘ effecttvely - >
- t N

We maintain competltlve manufacturing cost positions through our strategy of sourcing raw matenals
intermediates and finished products from third parties in lower-cost manufactunng regions such as China, India
and Mexico. We arel in the 'seventh year, of implementing this low-cost manufacturing strategy. This strategy has
resulted m1srgmﬁcant annual cost savings "and lower capital spending; and has reduced the fixed capital intensity

[
of the business: Th1c initiative'is expected to produce additional cdst savings over the next several years. _

Growth :i t | :
We plan to grow by obtaining new and approved uses for exrstmg product lines and acquiring, accessing,
developtng, marketing, drsmbutmg and/or selling complementary chemistries.and/or re¢lated technologies from
third partre;s in order to enhance ‘our current product portfoho and our capablhttes to effectively service our target
markets and customers Our growth will depend.on our ability to deliver unique innovative solutions to our
customers | at" an acceleratmg rate. Over the next several years;, growth is Lantlc:lpated from our, proprietary
insecticides and herb1c1des and newly-accessed third party chemistries and/or'technologies.’ For our proprietary
msecttcrdes we launched a number of new products, expanded labels and/or. unique formulations that deliver
value- addmg solutions to our customers. The emergence and potent]al spread of herbicide-resistant weeds and
shifts in weed pop{tlattons coupled with ‘several newly launched product formulatrons and expanded labels,

* provide growth opp;ortumttes for oirr propnetary herbicide chemistries:

] 1
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Industry Overview L o ! | |
]
The three principal categories of agriculturdl chemicals are herblcldes representing approximately half of
global industry revenue,| insecticides, représenting approximately a quarter of global industry revenue [and
fungicides, representing most of the remaining portion of global industry revenue, 1

l
Insecticides are used to, control a wide range of insects, including chewing pesls (such as c:alerplllars)I and

sucking pests (such as aphlds) Insecticides are applied as sprays, dusts or granules and are used on a wide var-lety
of crops such as fruits, .vegetables cotton, soybean, maize and cereals. There are several major classes of
insecticide chemistries, mc]udmg organophosphales carbamates, pyrethrmds and neomcotmmds |

Herbncrdes prevent or imh1b1t weed growth thereby. reducmg or ehmmatmg the need for manual or
mechameal weeding. Hlerblcrdes can be selective (controllmg only specific -unwanted vegetauon) or
non—seleclwe (comrollmg all vegetauon) and are also segmented by their time of application: pre-plantmg,
pre-emergent and post- emergent .

ll il 1

Fungicides prevent or inhibit the spread of plam disease which can adversely impact crop yields and quahty

Fungicides are used on a W1de variety of crops such as fruits, vegelables soybean, ceréals and rice. : %

The agrochemicals lpdustry has undergone significant’ consolrdauon over the past ten years, Leading (l:rop
protection companies, Syngenta AG, Bayer AG, Monsanto Company, BASF AG, The Dow Chemical Company
and E. 1. du Pont de Nemours and Company.(DuPont}, currently represent more than 70 percent of global sales
Significant drivers for lhlS consohdatmn have been the advem of blotechnology, particularly in l’lel'bICIdCS
employed in row crops, and the escalation of research and development and marketing 'costs. : i

! i

The next tier of agrochemlca] producers, 1nc1ud1ng F\dC Makteshim-Agan Industries Ltd., Sumitomo
Chemical Company lezled ISK, Nufarm Limited; Arysta LifeScience and Cheminova A/S, employ vanous
differentiated strategies and compete by (1) unique technolog1es, {2) focusing on certain crops, markets and

geographies, and/or (3) colmpetmve pncmg based on low-cost: manufactunng posmonsl Some of these producers '

are generic competitors with little or ‘no investment in° innovation. There is a growing ‘trend among these
producers to partner w1t|h one another to gain economies of scale and competitive market access more
comparable to larger competitors. Additionally, a number of these companies have grown rapidly r.hrough

-k
acquisition of other compalmes and/or product divestitures from the leading crop protecnon companies.
. ' !
Specialty Chemicals ! ' ! .
' {

Financial Information (in Mdhons)

Specialty Chemlcals R
Revenue and Operatlng Margin . o Spec|a|ty Chemucals
200|2 2006 1 . Capltal Expenditures and Depreciation and

3

: , Amortization 2002-2006 o
o Sevenue l —e— Operating Margin -
' i - | B Capital Expenditure ® Depreciation and Amortization
1
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Overvrew .

S Our Spec1alty Chemlcals segment whrch represents approxzmately 25 percent of our 2006 consolidated -

g -

-.revenues “is. focused on h1gh-performance food ingredients, iphannaceuuca] excipients, encapsulants and
o mtermedratesi blomedlf:al techno]og1es and htlspum specialty products, all of whlch enjoy solid customer bases
and consnstent growing demand The majonty of: Spec1alty Chemlcals sales are 1o customers in non- cycllcal end

markets, Welbelreve that our future growth m thls segment “will contrnue to be based on " the- value-added '
performance capabllmes of these products and our research and development capabllltres as well as on the

alliances and the close workmg relattonshtps we have developed with key global customers

t
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Prodicts and Markets
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‘BioPolymer

BloPoly mer _is orgamzed around two maJor markets—food and phannaceutlcal—-and is a key supplier to -

‘Specialty Chemicais: + ~* *
2006 Sales Mix .

" Polymer:

- E-

1

.. Specialty Chemicals:
2006 Revenue by Region

Latin Ametica

- "Asia Pacific o
’ ! - . North

L2
A

Europe, Middie.
- East & Africa |

- 1.
‘many companies‘in bolth markets.-Many of BloPolymer $ customers have come to rely on'us for the majority “of
their .supply requlrements for these product lines., We belleve that such reltance is based on our-innovative

solutions. and operatlonal quality. The, Healtllcare Ventures busmess of. BroPolymer is - leveragmg thlS

competency m 1nnovat|10n by developmg new technologles for oral ‘dose and blomedlcal applications.

g
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[ BioPolymer is a suppher of mrcrocrystallme'cellu]ose (MCC), carrageenan and algmates—mgredrents that '
have high valu¢-added 'apphcatlons in the productlon of food, ‘pharmaceutrcal and other specialty consum:er and .
mdustnal products. MCC processed from' specralty grades of both hardwood pulp Land softwood pulp, provides
bmdmg and disintegrant properties for dry tablets and capsules and has unique functronahty that i improves the
texture and stablhty of many food products Carrageenan and’ algmates both' processed from seaweed, are dsed i -
a wrde vanety of food pharmaceutrcal and healthcare applrcatrons In our Hea}thcare Ventures busmesses'
NovaMatrix develops andl supplics specralty formulated: algmates and services the biomedical and ad\?anced

' wound care 'markets. Magenta develops and supplies technologres for new oral dose forms based upon our core
bropolymer technologles IThe followmg 'chart summarizes t!he markets for BloPolymer ] products and our

chemrstrres in each market

1

i |
E ! ! Microcrystalline ' .
: i cellulose Carrageenan  Alginates | Other
‘ o 1] | Beverage - 4 x  {'hox X ||
' \ . Dairy L x | x X ||
! Food Convenience foods L X X X || x
! : Meéat and poultry ot X !
| | Pet food and other ; f X X X |
: J' ! Tablet bmdlng and coatmg ! S 4 - X X | X
' o Anti-reflux Pl R X ||
; Pharmaceutisal || Liquid suspensmn Lot X X 7 |
‘ Oral Care | L . 1ox - l
| ‘ _ Cosmetic care | Lo X T.x -x || x
. Health Care Ventuires Biomedrcal — i l - X ‘ X
i | Oral dose forms N | X X |l x
L ; ,§ - :
’ i ‘ N | - i.- . t - -f'a.{ t
Lrthrum . S S ! Lo L .

. L |
: !Luhrum is a vertlically integrated, technology busmess” based on both mo[rgamc and organic h‘thrum
chemistries. Whr]e lithium is sold into a vanety of end—markets we have focused our efforts on selected growth

mches such as ﬁne chenlncals for pharmaceutlcal synthesml spec1alty polymers and ehergy storage.
f

v

iOrganollthlum products are sold to fine chemical and pharmaceuucal customelrs who use lithium’s unique
chemical properties toisyntheauze high value- added products Organolithiums are also highly 'valued in' the

, speclralty polymer markets as polymer initiators m'the productrlon of synthetic rubb%rs and elastomers: Bas'ed on
* “proprietary technology, oulr lithium busmess is ul.'orkmg wrth| companies -who ha\‘.'e expertise in the pollymer
mdustry to develop new! hrghly specrahzed polymers for a, vanety of end uses, such as industrial applications and

automotive coatings. = | ) ! - =! S
. H 3
' . t I }
;The electrochemical propertres of lithium make it an 1dea1 matenal for portable energy storage in high
performance applrcauon's rncludmg heart pacemakers cell phpnes camcorders, personal computers and pext-
generanon technologies that combine cellular and wrrelesstcapabrhtres into a single device. Lithium is also bemg

'developed as the enablmlg element in advanced batterles for usehn hybnd eIectnc vehrcles

' s tl
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The following chart summarizes the major markets for various lithium products:
. - \
1 . H . - T

! [ . : N Lithium
T . . Primary Specialty  Metal/Ton Battery | R ,

i - . Inorganics  Inorganics Materials ! Organometalhes Intermediates

Fine Che:micals s . !
Pharmaceuucals T - ) .
agricultural products . X | - - X | X X

\ Polymers A : e
Elastomers, syntheuc B
rubbers mdustnal ) : .
: coatmgs S _ X ; X X

Energy ﬁtorage S i IR

Non -rechargeable ’ SR

battenes llthlum ion S o .

‘batferies (rec.ha.rgeable) ' X X B X '

i Oth:er' ' e %, ' ol
(}lass & ceramics,

construction, greases -

- & lubricants, air’ - . .

treatment, S e _

- pool water treatment - e, X X T ik -

1 . - N
{ - . :

. Industry Ovclerview , b ‘ ' el

. . . ' . t
Food Ingredients S B S i '

Our’ BioPolymer business serves the texture, structure and physical stabrhty (TSPS) food mgredlents
market. TSPS ingrediénts impart phy51cal properties. to thicken and stabilize foods There are many types of |
TSPS ingredients and a wide range of food groups served, mcludmg bakery, meats, dalry and convenience
products. The mdustr'y is dxspersed geographically, with the majority of our sales in Europe North America and -
Asia. - l o . | :

: . Tt .

Trends dnvmg market growth include mcreasmg consumer interest in healthler foods, greater convenience
and growth in per capua consumption of processed foods in emerging markets | ! The industry’s revenue growth
" has moderated in recent years due to increased price pressure in most segments The trend toward health and
convemence drives the need for more functional ‘ingredients to impart desired food tastes and textures. We
believe carrageenan and MCC, whlch address this need, are growing faster tha:"r the overall TSPS market. The
global * customer base for TSPS is relatively fragmented “and includes large and small food processors.
Consolldauc;n amongthese customers has been a significant trend over the past several years. As a result, TSPS
mgredlent suppliers such as us have focused on establishing alliances' with rnarket leaders with the goal of
reducing coﬁts leveralglng technology and expandlng product offerings with key z accounts

t

Within }the entire food 1ngred1ents market, there are a relatlvely large number of supplrers due pnnmpally to
the broad spectrum olf chemistries employed. Segment leadership, g]obal posmon and investment in technology
are key factors to sustaining proﬁtablluy In addition, larger suppliers 1 may often provide a broader product line
and a range|of servnc'es 1o food compames mcludmg functional systems or blends. The. top suppliers of TSPS
ingredients 1nclude FMC Danisco A/S, DuPont M Huber Keny Ingredlents Carglll Incorporated, DGF Stoess
AG, and Tatle & LyleiPLC :

l e T -
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Pharmaceutical Fxcipients . : : : |

Our BioPolymer business sells.into the formulation chemicals segment of the pharmaceutical market The

I
major end markets for formulation chemicals include coatmgs and colors, ﬁllers bmders sweeteners and ﬂavors

disintegrants and others. ’ ! : :

. i ! -
1 ()

Competitors tend to be grouped by chemistry. Our principal MCC competitors in pharmaceuticals 1nclude
J. Rettenmaier & Sohne GmbH, Ming Tai Chemical Co., Ltd., Asahi Kasei Corporation and Blanver
Farmoquimica Ltda. Whlle pricing pressure from low cost producers is a common competitive dynamrc
companies like us offset that pressure by providing the most reliable and broadest range of products and servrces
Customers of excipients’ are pharmaceuncal firms who depend upon reliable therapeutic performance of;therr
drug products - . _ - .

We also supply algmates MCC and carrageenan into oral! care, cosmetics and pealth care markets, nghly
reﬁned extracts from selected seaweeds provide a broad range, of algmate functionality, including uses in anti-
reflux drsorders dental u!npressmns control release’ of drugs and wound dressings. Special grades of carrageenan
extracts are used in llqu1d cough medicines, toothpaste and a varlety of skin care products |

Lithium Specialties ; : ’ _

Lithium is a hlghl‘y versatile metal with diverse end- use markets including glass/ceramics, aluminum

production, pharmaceuttca]s polymers and both rechargeable and disposable batteries. The.markets for lithium

chemrcals are global with sngmt’ icant demand growth occurring in developing markets of China and India.
| l

We market a wide varlety of lithinm-based products rangmg from upstream, commodlty lithium carbonate

to highly specialized downstream products such as organolithium compounds and cathodic matenals for .

batteries. During 2006, llthlum carbonate. market pr1c1ng improved as a result of balanced supply and demand
conditions. j : ' ' ) i
! L '\ o .

There are only three integrated producers of lithium: FMC Rockwood Holdings, Inc., and Somedad
Quimica y Minera de Chlle S.A., all of which produce hth:um carbonate.. FMC. has a stronger presence in
- downstream lithium specltalues where Rockwood is the primary competttor
. | )
, Industrlal Chemicals ‘ ' :. ‘
. : . .

Financial Information (in Mtllwns) T ,

Industrial Chemicals: ! " Industrial Chemicals: 1
b B Capital Expenditures and Depreciation and
Revenue and Operating Margin 2002-2006 ; . Amortization 2002-2006
P ) . . [ T
==} Revenue —e— Operating Mergin ‘ )

! a Ce:tpital Expenditure B Dep'reciation and Amortization
990.9 _ 400, ‘ . [

770.6

7534

+ 20%

T 10%

50 . . —t 0% , : ,
2002 2003 2004 2005 ' 2006 ' v 2002 2003 2004 2005 2006 |




Overview - SRR R
Our Industnal Chemlcals segment which represents 42 percent of our 2006 consol1dated revenues, has

“low-cost | posmons in h1gh volume inorganic chermcals including soda ash and hydrogen peroxnde complemented
by high’ value niche posmons in spec1alty alkali, phosphorus and peroxygen products.

i
l

Products and" Markets‘

i Industrlal Chemlcals *
T ' 2006 Sales Mlx

Industrlal Chemlcals '
2006 Revenue by Region

- Latin Airnerlca

Foret _ - hsiaPacif

- . : o North !
.y : .. Europe,” ] America
. y " Middle East & :

S ' Africa*
Peroxygens . :

Indusmal Chem1cals serves a diverse group of markets; from econom1ca]ly _sensitive iindustrial sectors to
technology mtenswe spec1alty markets ‘We process and sell refined morgamc products that are sought by
customers fo'r their critical reactivity or specific fuctionality in markets such as glass, detergents and pulp and
paper. In- addition, we produce, purify ‘and market higher value downstream derivatives 1nto spécialized and
customer-specrﬁe appl‘wauons These applications'include electromcs bloc1des and animal nutntlon

T o . . I
Alkali | . ‘
l
" Our alkah chemlcal division produces natural soda ash Soda-ash is used by manufacturers in glass
- chemical proeessmg :tnd detergent industries. To lésser degrees we also produlce sodium bicarbonate, caustic
soda and sodlum sesqulcarbonate ‘The majority of our alkali sales are manufact:.lred by and sold through FMC
Wyoming Corporauou which we-manage as an 1ntegral pan of ‘our alkali business and in which we own shares

representing ‘an §7. 5 percent economic interest, with-the remaining shares held byrtwo Japanese companies.’

We muie and produce natural-soda-ash using proprietary, low-cost mining; technologies, “such as longwall

. and solution| mining, ‘whlch ‘we believe, give.us the lowest cost position:: Qurytwo’ productton sites in Green
River, Wyoming have the capacity to produce approxrmately 4.85 million tons of . sodaash annually; - with
approximately eight hundred thousand tons of this capacity currently’ mothballed .For the past several years, the
U.S. soda ash 1ndustrv was essentially sold out: As a result of this condition, dunng 2005 and 2006 we restarted
500,000 tons of prevtpusly ‘mothballed capacity to meet the i increase in demand dnven by the growth in export
markets. ! |

Pemxygens E -

‘“We produce hydrogen peroxide at producuonlfamhues in the United States Canada and Mexico, and, as
described below, thropgh our wholly-owned Foret subsidiary, in Spain and the Netherlands We.also participate
in a joint venture company in Thailand. We sell- hydrogen peroxide into the pulp and paper industry; and to a
lesser extent' in the chemlcal processing, environmental, electronics and food industries. We are a leading North
American prPducer of hydrogen peroxide due in part to our broad product line, geographlcally -advantaged plant
locations, state-of-the-art processing technology and:superior customer service. Hydrogen peroxide represents

apprommately 75 percent of our peroxygens sales.

’ " 13 ]
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Our spec1alty peroxygens business supplies persulfate products pnmanly to polymer and printed circuit
board markets and peracetlc acid predommantly to the food mdustry for biocidal, apphcatrons Typlcally, we
compete as a specialty |plalyer where we believe that we' are d1fferent1ated by our strong techmcal expertrse .
umque process technology and geographlc locatlon . :

.- P :
Foret . l . . ! i l

'
i
.

Our European subsidiary, FMC Foret, S.A. (Foret) heddquartered near Barcelona Spam is a leading
provider of chemical prloducts 1o the detergent, paper, textile,{tanning and chemical industries. Foret operates
seven manufacturing, facilities across Europe with markeq positions in phosp'hates hydrogen peroxrde :
perborates percarbonates Sulfur denvatrves zeolites, silicates and sodium sulfate. Foret’s sales efforts are
focused in Europe, Afrrca land the Mrddle East and in. South ‘America mainly. via lTrrpohven our Venezuelan

Jomt—venture in which Foret holds a minority part1c1pat10n 1 _ o ‘
| o o :

We primarily pamcrpate in three product areas: soda ash peroxygens and phosphorus chemicals. These
products are generally 1norgan1c and are generally commodmes that, in many cases, have few cost-effective
substiltutes Growth is typrcally a function of GDP in developed markets. or the rate of industrialization 1n key
export markets, Pricing itends to reflect the short-term supply and demand balance as producers add or reduce
capacrty in response to demand changés. j ‘ ;

| ' ' Co ‘ 1j
; 1
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Soda Ash R I o

A N . i ) 1 e
Industr;y Overview | i i o] _ S

‘Soda ash is a hrghly alkalme morgamc chemlcal essemral in the production of glass and w1dely used i in the
production of chemrcalsI soaps and detergents, and; many other’products Natural soda ash is generally produced
fromltrona a natural form of sodium sesqu1carbonate through‘ mining_and chemicat processing. Soda ash‘ may
also be produced synthetreally, but this process requires a significant amount of lenergy and produces Llarge

quanutxes of waste by- prlt)dulcts making it much less cost-effective than natural soda ash productron
, l

Because of the processmg cost advantages of trona and |the large natural reserves .of trona in the U.S.,
partrcularly in Green RIVIEI', Wyoming, all U.S. soda ash is naturally produced. By contrast due to a lack of trona,
the majority of the soda ash that is manufactured i m the rest of the world is produced synthetrcally OtherlU S.
producers are OCI Chemical Corporation, Solvay S A., The General Chemical Group Inc., and Searles Valley
Mmerals . i Lo S - .

Approxrmately 43 perdent of U.S. soda ash product1on served export markets m 2006, with approx1mlately
28 percent of U.S. soda ash -production! exported through. the American Natural Soda Ash Corporation |
(“ANSAC") ANSAC:is| the foreign sales association of the srgmﬁcant U.S. soda ash producers estabhshled in
1983‘under the Webb-Pomerene Act and subsequent leglslallon Since its creation, ANSAC has been successful
in coordmatmg soda ash exports, explomng the inherent cost beneﬁts .of U.S. produced.natural soda ash and

leveraging its large scale of operations to the benefit of 1ts member companies. U. S exports of soda ash have
|
l

risen srgmﬁcantly over the l?st 20 years. i :
: Pk - |
| o S | |
a ' | C
Hydrogen peroxide is typleally sold for use as a bleach i or. oxidizer. As such, 1t often competes with other
chemicals+ capable of performmg srmrlar functions, Some 'of our specialty peroxygen derivatives (e 2.,
persulfates, perborates, percarbonates) also functron as bleachmg or oxidizing agents.. Environmental regulations,

|
reglonal cost differences pnmanly due to transportatron costs and technical differences in product perfornrance
factor into the decision tou use hydrogen percxide or one of 1ts denvatrves rather than another product. Since these
considerations vary by region, the consumption patterns vary in" different parts of the world. Hydrogen peroxide

is sold in aqueous soluno'ns usually 35 percent, 50 percent or 70 percent by weight,’ . . |
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The Noith Amerrcan pulp and paper industry represents approx1mately 70 percent of North Amencan
" demand® for IhydrogenI peroxide. -In this* market, hydrogen peroxide is used as an env1ronmentally friendly
bleachmg agent to brighten chenucal mechamcal .and recycled pulps as well as treat a wide range of mill
pollutants 1nlthe waste stream. The North American paper market is mature and new investment in pulp and
paper capacity is largely focused in Asia and South Amenca As a result, hydrogen peroxrde demand growth has
slowéd fo a 1-2% per year rate after raptd growth in the early to mid 1990's. North Amencan hydrogen peroxrde
capacity uultzanon is eurrently in the 85-90- percent range of nameplate capacity. Prices mcreased s1gn1ﬁcantly in
2005-2006 to offset sngnrﬁcant energy price increases. The other North American hydrogen peroxrde producers

are Akzo Nobel N.V, Arkema Degussa AG; Kemira Ovj, and Solvay S.A. !

Phosphorous Chemicals

We partlc1pate in'this busmess in Europe, the Middle. East Afrtca and South Amertca through Foret. Major
competitors 1nclude Thermphos Prayon’ Rupel, S. A. and various Chinese producers.

i |
Phosphorous chehucals are used in many. 1ndustnal apphcanons in a wide Larray ofchemical compounds

Overall growth in demand for phosphorous chemicals tends to correlate with GDP. Purified phosphoric acid

(PPA) and phosphate salts (e.g.. sodium phosphates andcalcium phosphates) are- sold into’ many markets

including detergents cleamng compounds and ammal feed. - o

" The bas1c mput Imaterlal for makmg phosphates is now produced using two processes ‘Most industrial
applications 1use the cost—efiectwe process that involves making PPA-by the »punficatton of fertilizer-grade
phosphoric acid. Thermal phosphoric acid, long the industry standard, is produced from elemental phosphorus

_but is more costly due to energy and environmental compliance costs, and is now used in limited applications.
,Elemental phosphorus is still produced by Thermphos in the Netherlands and in several other countries, including

Chlna

Worldwnde demand for- phosphorous chemiicals declined in the early 19905 as detergents containing.

phosphates for home- laundrv use were banned in North- America and’ parts of; Europe. Béginning in the late
1990s, reduced demand the shift in growth ‘toward developing reglons and the advent of new technology
resulted in a: s1gn1ﬁca|nt restructunng of the phosphorus chemlcals mdustry as producers consolldated or exlted
the business.

Over the next felw years, 1ndustnal demand for phosphorous cherrucals is expected to improve, dnven by
growing demand in-the: detergent mdustry in newly 1ndustnahzmg natlons

Source and Avanlabllllty of Raw Matenals o

* Our raw matenal requ1rements vary by business segment and include mmeral ‘related natural resources .

(trona ore anid 11th1un1I brines), processed chemicals, seaweed specialty hardwood pulp and energy sources such
.as oil, gas, coal and electricity. Raw matertals represented approximately 24 percent of our 2006 cost of sales and

services, and no one raw matenal represented more than 9 percent of our total raw material purchases

Ores used in Industnal Chemicals manufactunng processes are extracted by us from minés (e.g. trona in North
America andisodium sulfate in Spain) or are purchased from others (e.g. phosphorolus rock). Raw materials used by
Specialty Chemicals 1nclude lithium  brinés, various types . of seaweed that are sourced on a global basis and
specialty hardwood pulp which is mainly purchased from several North American producers. Raw matertals used by
Agrlcultural Products primarily processed chenncals are obtained from a vartety of suppliers. worldw1de )

i -
' i
" Patents i o . o R “,l L.

We own.a number of U. S and foretgn patents trademarks and llcenses that are cumulatlvely 1mportant to
our busmessi We do nlot believe that the loss of any one or group of related patents trademarks or licenses would
have a material adverse effect on the overall business of-FMC. The duration of our patents depends on their

respective Jlll‘lSdlCthIllS Their expiration dates range through 2026.
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Seasonaltty

The seasonal nature of the crop protectlon market and the geographtc spread of the Agncultural Products
. busmess can result n srgmﬁcant variations in quarterly earnmgs Agricultural products sold into the- northern
hemrsphere (North Ame‘ncd Europe and parts of Asra) serve. seasonal agrtcultural markets from March thr'ough‘
September, generally resulltmg in eammgs in the first, second .and third quarters Markets ‘in the southem
hemtsphere (Latin Amenca and parts of the As1a Pacific regton including Australia) are served - from July
through February, generally resulting in earnmgs in the t|h1rd ! fourth and first quarters “The remamder of our

busmesses is generally not subject to significant seasonal fluctuatrons v : l
i \ i ) ‘
Com'petilion I . \ ’ S ‘l , [ - . ) Jl . .. | .-

LK
We have a number one or ‘nurnber iwo market posmon in many of our product lines, based on revlenue
j i .
either globally or in Norlth Amenca largely as a result of’ our product offerings, proprietary technologies and otr
posmon as a’low-cost producer The followmg product lmes accounted for the majority of our 2006 consolidated )

’ -1, |
- _ revenue Market positions are based on the most recently avarlable revenue data
| ' . . .
1 i : .
?' Agncultural Products 4 . A Specralty Chemlcalsﬁ L -+ Induostrial Chemicals. - ‘
. Product Line © , Market Position 1 Product Line ~ MarketPosition . Product Line Market Position’
Pyrethroids #2in North America Mlcrocrystallme #1 globa}ly‘ " . .Sodaash " #1 in North America
’ ' | . S :  cellulose Oy : . !
Carbofuran #1 globally -, ‘ Carrageenan L #1 globally . Peroxygens #1 in North America
! - o + "Alginates ' #1 giobally (1) = - "~ ’ R .
W0 N A T Lrthrum specralues #1 globally (]) ' : P . .
i ' -
o LR . o i ' "'.! . v !
(l) , Shared. o : o f |; g '
. S - l . - ' " !
E 1 R ' - |

We encounter substantllal competrtlon in eachlof our three busmess segments. Th1s competltlon is expected
10 contlnue in both the Umted States and markets outside of the United States. We market our products through
our own sa]es organrzatron ‘and through allrance pa}tners 1ndependent dlstnbutors and sales representatives. The
number of our principal lcompetltors vanes from segment to segment In general we compete by operatlng ina
cost-cfficient manner and by leveragmg our industry experrence to provrde advanced technology, high product

. qualrty and reliability and quality customer and techmcal serv1ce| . - {

Our Agncultural Products segment competes prrmanly in the global crop protecuon market for 1nsect1c1des
herbicidés and funglc:ldes 'Ehe industry is charactenzed by a relatrvely small number of large competitors. and a
large number of smaller, |ofien regional competltors Industry products include crop protection chemicals and for

! certain maJor competitors, | genetically englneered (crop blotechnology) products lCompetmon from generic
! _ producers has increased las a 51gmﬁcant number of product patents held industry-wide have exprred in the last
: decade. In general we compete as, an 1nnovator by focusimg on product development including novel
formulatlons .and advanced delivery systems and by acqumng or lrcensmg {mostly) proprretary chemlsmes that
complement our product and geographlc focus We also dlfferentrate ourselves by reactmg quickly in Key -
markets achrevmg global cost—competrtrveness via our manufactunng strategles establrshmg effective product
stewardshrp programs and developing strateglc alllances ﬁthat lstrengthen market access in key. countnesI and
regions.”’ 1 . . ' i ! %[ . . ;
i“/lth srgnrﬁcant posrtllons in markets that include alglnate carrageenan mrérocrystal]me cellulose and.
. llthlum-based products Specralty Chemlcals competes on ]the basrs of product differentiation, mlarket
o . applrcatrons expertrse ciistomer service and price. BloPolymer'competes with both direct suppliers of cellulose
-and seaweed extract as |well as supphers of othert hydrocollorids which may provrde similar functronahlty in
- specrﬁc appllcauons In microcrystalline celluiose,. competitors, are typically smaller than us, while in secaweed * -
extracts (algmates), we Iconltpete with other broad based chemtcal compames Weland each of our two- Imost ’
. - srgmﬁcant competltors 1n ]1thlum extract the e]ement from! naturally occutring. lrthlurn -rich brines located i m the *
Andes Mountains of Argentma and- Chile Wthh are beheved to be the world’s most: srgmﬁcant and lowest cost ’

|
sources of llthll.lm ‘ ’ . .o . l .
1
l
|
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Industnal Chemtc‘als serves the soda ash markets worldw1de peroxygens markets*predorrunantly in North
America and Europe and pho',phorus iarkets in Europe, the Middle East and Afr1ca In North America,’ our soda
. “ash*business competes with four domestic. producers{of natural soda ash, three of wh1ch operate in the vicinity-of

our mire ‘and processrlng facilities in Green:River, Wyoming. Outsrde of the U. S Canada and Europe, we sell

sodd” ash- mamly through ANSAC. Intemauonally, our natural soda ash competes with. synthetic, soda’ ash -

|
manufactured by numerous producers, ranging from mtegrated multinational compames to smaller’ regional

> compames V!Ve mamtam a leading posmon in the ‘North Atherican’ market for;hydrogen peroxlde There are
currently five other ﬁrms competmg in “the hydrogen pefoxide - market in North ‘America. The pnmary
competitive ’rl"actor affectmg the sales of ‘soda ash and hydrogen peroxtde is pnce ‘We seek to maintain our,
o compet1t1ve pos1t1on by employlng low cost processing technology ‘At Foret, we possess strong cost and markKet

v posmons in phosphatels, perborates peroxygens zéolites and sulfur denvatrves 'In each of these markets we face
srgmﬁcant compeutton froni* @ range of multmattonal and - regional chem1cal‘producers Competttlon m

phosphorus chemlcals is' based pnmarlly on pnce and toa lesser degree product d1‘fferent1atlon

K . . o F e )

. Research and Development Expense '

- T e, b : ‘ '

'We perform reésearch and'development in all of our segments with the” majonty of our efforts focused in the

| :
Agrtcultural l’roducts Isegment The product development efforts.in the Agncultural Products segment focus on
developmg envrronmlentally sound " solutions  that cost-effectlvely » incréase ,farmers yields and provide
alternatives Lo 1nsect—res1stant chemistries. In-2006; we restructured and redeployed our Agricultural'Products

[
new chemlstry dtscovlery spending to focus our innovation efforts on delivering value-adding solutions more
qurckly to.our customers.. This shift in strategy should result in a significantly shorter innovation cycle for the

[
segment Our research| and development expenses in the last three years are set forth below: .,

T

L * Year Ended
.r 2 December 31,

L 22006 2005 . .2004

2

at

SRS o . ) . ' j+- " . (inMillions)
‘AgnculturalProducts ........ T SO S L) $741: $T24 0 8712
Specialty Chemlcals ........ e e e e s .. 1500 151 151
Industrial Chemicals .|.' ............... P e 78 69 71

Total .!....... o it 3969 $94.4° $93.4

| | v N . o . : T -

.- | ; . v ot

Envrronmental Laws and Regulatlons )
|

We arelsubject o vanous federal, state, local and fore1gn environmental laws and regulatlons that govern

emnissions of air pollutants, dlscharges of water pollutants and.the manufacture storage handlmg and drsposal of

hazardous substances,|hazardous wastes and. other tox1c matenals and remedtatton of contammated sites: We are

also subject 1 to habrlmes arising under the Comprehenswe Env1ronmental Response Compensatton ‘and Llablhty :

- Act (CERCLA) and Similar state laws that nnposei responsrblllty on persons’ who arrangcd Tor the drsposal of
hazardous substances| and on current and prevrous owners and operators of'a facility -for the- clean-up of
the environment. In addrtron we are sub]ect to lrabrlmes
under the Resource Conservation and Recovery Act (RCRA) and analogous state laws that require owners and

| .
. operators of; faclhtleI that ‘treai, store or dispose of hazardous waste to- follow certain ‘waste management

practices and to clean up releases of hazardous substances into the environment "associated wrth past or présent
- .practices.

We have been named a Potentrally Respons1ble Party (PRP) at 31 sites on thl: federal government’s Nat1onal
Priorities List (NPL) at which our potential liability has not yet been settled. In laddmon we also have received
notice from ithe EPAl or other regulatory agencies that we may be a PRP or PRP equivalent, at other ‘sites,
including 37. sites at‘ which we- have determined that -it is reasonably’ poss1ble that we have environmental
liability. “In cooperatlton with appropriate government agencies, we are.currently participating in, or have

i
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partrcrpated in, a' Remedtal Investlgattoaneamblhty Study (RI/FS) or its equivalent at most of the identified' sites,
with;the status of each 1|nvest1gat|on varying from’ site to site. ‘At certain sites, a RI/FS has only recently begun
prowdmg limited. information; if any, relating to cost esumates timing, or the involvement of other PRPs ‘

whereas, at other sites, the Studies are complete remedial action plans have been chosen, or a Record of Dec1sron L

(ROD) has been issued. ] . :* . : { i : oo Lo ",
£ TR

Envrronmental ltabtlltles 1nclude obltgatlons relatmg to waste handltng and the remedtatron and/or study of
sites at which we are alleged to have'released or disposed of hazardous substances‘ These sites mclude current
operations, previously operated sites, ‘and; sites associatéd with discontinued. operations. We have prov1ded
reserves for potential environmental obhgatrons that we conuder probable and for which a reasonable esttmate of
the obhgatlon can bé rhade As of December: 31 2006, our‘ net environmental reserve was $167.2 mtlhon
compared 1o $170.4 mrlhon ai December 31, 2005. We have recorded recovertes Tepresenting probable
realization of claims agalnst insurance compames‘ U.Ss. govemment agencies and lother third parties” of $37 0
m1lllon and $20.7. million, respectrvely at December 31, 2006 and 2005. The recoveries at December 31 ‘2006
are recorded as either ab olffset to the “Environmental habilmes continuing and discontinued” totaling $22.4
million or as “Other Assets” totahng $146 million in our consolidated balance sheets. The recovertes at
December 31, 2005 are lreclorded as an offset to the “Envrronmenta] liabilities, conttnumg and dtsconttnued” in
our consolidated balancle sheets In. addttron we have cstlmated that reasonably: possible envrronmental loss
contingencies may exceed, this reserve by as much as $75 mllllOl‘l at December 31, 2006.

o | ‘ e @

Employees , ‘ II - o i t

We employ approximately 5,000° people with approx1mately 2,600 people in our ‘domestic operations and
2, 400 people in our foreign operattons Approxrmately 34 percent of our U.S.-based emp10yees and 43 percent of
* our foreign-based. employees are represented by collective {bargaining agreements We’' have successfully
concluded virtually all of our recent contract negotiations w1thoht a work stoppage. In those rare instances where
a work stoppage has occurred there has been no material effect on consolidated sales and: earnings. We cannot
predict, howiever, the’ outcome of future contract negouanon§ In 2007, we have seven collecttve—bargammg
agreements expiring. These' contracts affect appronmately 4 percent of U.S.-based employees and 24 percent of”
foretgn based employees N P . % o

B

Securttres and Exchange Commrssron Filings Co . ‘

Securtttes and Exchange 'Commission (SEC) ﬁlrngs are available free of charge on our website,
Lo |
www fme.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K

and amendments to those reports are posted as soon'as practtcable after.we furnish such materials-to the SEC
l
In accordance wrth theiNew York Stock Exchange (NYSE) rules, on April 25, 2006 the Company ﬁleh our

certrﬁcatton by our Chief Executive Officer. {CEOQ) that, as of the date of the certtﬁcatton, he was unaware of any
vrolatton by FMC of thelNYSE’s corporate govemance listing standards We also ﬁle with each Form 10 Q and
our Form 10-K certrficanons by the CEO and Chief.Financial Ofﬁcer under sectlons 302 and 906 of the Sarbanes

Oxley Act of 2002.. . L l
. ] : l

i . . i } .
’ C i b : l
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ITEM IA. ‘RISK FACTORS - Co

Among the factors that could have an tmpact on our abthty to achieve operaung results and meet our other :
goalsare: - l : | i ‘
1
i
{

b

Industry Risks: ! l ' } | \

E
Pncmg and volumes in our markéts are sensitive 1o a number of 1ndustry specrﬁc and global issues and
events 1ncludmg i o a r . .
. Capac1ty utlhzatlon——Our Industnal Chemrcals businesses are sensrttve to industry capacity utilization.
" Asaresult, pncrng tends to fluctuate when capac1ty utrhzatton changes occur within our industry.
18 '. |
' I
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Technology Risks:- I _ ' . -
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N
b
P
E
|

Competttlon——All of our segments- face competmon -which could affect our abrhty to raise prices or

: successfully enter certain-markets or retainyour market position. Addruonally in Agricultural Products,

competttlon from generic producers has mcreased as a”number of mgmﬁcant product patents have

expired in thejlast decade. ,

Changes in our customer base—Our customer base has the potential to ‘change, especially when long-

' termI supply contracts are renegouated Qur’ Industnal Chemlcals and Specralty Chemicals busingsses

are most sensitive to this risk. - Co

Cllmauc condltlons—Our Agricultural Products markets are affected- by climatic condmons which

' could adversely affect crop pricing and pest mfestauons The nature of these events makes them difficult

to predlct

Changmg regulatory envrronment—Changes in the regulatory’ envrronment partlcularly in the Umted
States and the Europzan Union could adverse]y impact our ability to contlnue selling cenam products in
our domestlc and forelgn markets. Our Agncultural Products business is most sensitive to this rlsk

Raw Matenalrs and Energy costs——Our operatmg results are s1gmﬁcantly affected by the cost-of raw
matenals and energy, inctuding natural gas. We may not be able to fully offset the impact of higher raw
mat(inals and energy Costs through price increases or producuvtty 1mprovemenls

“In Spain,, Foret operates electncuy cogenerauon facnhnes to lower our cost “of production. The
mechanism determmmg the selling price of the excess electricity sold mto the Spanish electrical grid is
regulated mdlrectly by-the Spamsh Admlmstratlon .

. : : ;
" Supply Arrangements—Certam raw matenals are . critical to our productron process especially in’
Agncultural Products and Specialty Cheémicals, and while we have made supply arrangements 10 meet
planned opemttng requirements an inability to obtain these critical raw materials would adversely

impact our ability to produce product.
{

Unforeseen C'.OIIOI'D]C and political change—Our busmess could. be adversely affected by unforeseen
economlc and political changes in the mtemauonal markets where we compete including: war,”
terrorism, cml unrest, inflation ratés, récessions, trade restrictions, foretgn ownership restrictions and
_‘economic embargoes imposed by the United States or any of the foreign countries’ in which we do
business; change in governmental laws and regulations and the level of enforcement of these laws and
regulatrons other governmental actions; and other extemal fac:tors over which we have no control

Market Acce‘.s Risk—Our results may be ‘affected by changes in dlstnbuuon channels Wl‘llCh could
1mpact our abtllty to access the market. In certain Agncultural Products segments we access the market
throv.lgh _]Olllt ventures in which we do not have majority control. Where we do not have a strong produet
portfollo or market access relattonshtps we may be vulnerable to ch.mgtes in the’ distribution model or
mfluence of compentors with stronger product portfollos , L S .

thlgatlon and environmenial nsks«—Current reserves relaung to tour ongomg litigation and .
envrronmental liabilities may ultimately prove inadequate: :

Hazardous Materials—We manufacture and transport certain materials that are. mherently hazardous due
1o thelr toxié or volatile nature and while we.take precautions to handle and transport t these materials in
a safe manner‘ if they are mishandled or released into the environment it could cause property damage or
personal i mjury claims agalnst us.

Production hazards—Our facrlmes are subject to operatmg hazards which may disrupt our business.

) -

| o

N
Failure to- malke continued mtprovements in our product technologies and new product introductions
eould erode orllr competitive position, partlcularly in Agricultural Produets and Specialty Chemicals.
l
‘ I
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- Failure to continue to make process improvements to reduce costs could diminish our compeuuve

position. . i *

R + ¢ i
Financial Risks: 1 ' . '

l

* We are an rntema]tlonal company and therefore face forelgn exchange rate risks. We are pamclularly'
sensitive to the euro and the Brazilian real To a lesser extent, we are sensuwe to Asian currencies,

particularly the'J apanese yen. . : :
‘ |

*  In Brazil our eustomers face a combination of economic factors that could result in cash flow pre'issures

that lead to slower, payments l‘

. We have srgmﬁeant deferred income tax ‘assets. The parrymg value of these assets is dependent upon,
among other things, our future performance and our ability to successfully implement our future
bustness plans. l ' |

t
| ' ' T .
*  We have mgmt}caht investments in long-lived assets and continually review the carrying value Ofl these
assets for recoverability . m llght of changmg market conditions and alternattve product sourcing

opportunities.
1

"« Qur results mcorporate the financial performance of our equity afﬁllates As such our influence, though
significant, is exerc1sed in concert with our partners; accordingly, the performance of these investments
is not under our control | . i

. Oblrgauons related to our pension and postretirerent plans reflect certam assumptlons To the extent
our plans’ actual expenence differs from these assumptions, ‘our costs and fundmg obligations ‘could
mcrease or decrease significantly. . !

13
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ITEt\a 1B. UNRESOLVEI;) STAFF COMMENT§

]

1
'
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;None ; i ok

. . ; L Lo
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ITEM 2. PROPFRTIES , |

FMC ]eases executive offices in Phlladelphta Pennsylvama and operates 32 manufactunng facilities and
mmes in 18 countries, Our major research, and development fécrlrty is in Princeton] New Jersey See Note 9 in
the notes o the consolidated financial statemems for funher 1nformauon regardmg the sale of this facility.

. . | F t . .

"Trona oré, used for soda’ash production in Green River, Wyommg is, mined prlmarlly from property held
under long-term leases. Welown the mineral rights to the Salar del Hombre Muerto 11thlum reserves in Argentma
A number of our chemical plants require the basic raw materlals that are provided by these mines, without Wthh
other sources would havie to be obtained. With regard to our mining properties operated under long-term leases '
no smg]e ]ease or related group of leases is matenal to our busrﬁesses or to our compimy asa whole

El

#
|
F
t

We believe our fac111t||es meet present requlremems and are in good operatmg condition, The number and
Iocauon of our producuon propemes for continuing operatlons are: . :

P -
i ' . Latin. "~ - -
. America -
! . ) * United . artd . Western Asia-
| ‘ R States Canada Eworope Pacific | Total
1
4 i

Agricultural Products ... to.oonn b 4 - 3 8
Specialty Chemicals ..} ... R S 3 4 2 Lo
Industrial Chemicals ..} .\ ............. SUURUUOURU 4 7 — 13

Total .....0..... TR RRTUURU co 11 1 5 13
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| ITEM3, LEGALPROCEEDINGS I o ‘ P e

Like hundreds of other industrial companies, we have been-named as one of many defendants in asbestos-

|
related personal |njury litigation. These cases (most cases involve- between 25 and 200 defendants)-allege .
personal injury or death resulting from exposure-to asbestos in premises of FMC or to asbestos-contammg :

i
components installed! in_ machmery or equipment manufactured or sold. byl discontinued operanons The
machinery and equtpment businesses we owned or operated did not fabrlcate the ’asbestos-contalmng component
parts at issue in the litigation, and to this day, neither the U:S. Occupational Safety and Health ‘Administration
; |
nor the EPA! has banried the use of ‘these components Further, the asbestos- contammg materials were housed

' !
inside of machmery and " equipment and "accessible only “at the time of mfrequent repair and- mamtenance

-

: 1
Therefore, we believe that, overall, the’ clalms against FMC are- without merit and consider ourselves to be a

‘penpheral defendant in these matters. lndeed the bulk of the clatms against us to.date have been dlsnnssed
‘without payment :

. e Tt '
- e, -

« Asof December 3[ 2006, there were approxtmately 32,0000 pl’cmlSCS and product asbestos clalms pendmg- T
* against FMC in sevenal jurisdictions. To-date, we have had discharged approxtmately 71,000 asbéstos claims

against FMC the overwhelmmg majonty of which have been dismissed without any payment to the plalnnff
Settlements by us w1th claimants to date have totaled approx1mately $12.0 mllllon

We intend to contmue managmg these cases in accordance with “our hlstoncal experience. We have

established a reserve for this litigation and believe that the outcome of these cases will not have a matenal
adverse effect on our c_onsolldated financial posmon results of operanons or llqutdlty

By b - ¥ : LT '

) In late June 2004 we were served in a lawsutt captioned “Lewis et al v FMC Corporauon which was filed .
in United States DlStﬂCl Court for the Western District of New York. The suit was brought by thirteen residents
of Middleport, New York who allege that we violated certain state and federal environmental laws and seeks -
injunctive rellef and monetary damages for personal injuries and property damage in connection with such
. alleged wolanons WeI beheve this suit is w1thout merit, .

We have certam other contmgent llabllmes ansmg from litigation, claims, performance guarantees and other
commitments incident to the ordmary course of business. Based on information currently available and

[}
. estabhshed reserves the ultimate resolution of our known contmgenmes including the matters described in Note

18,.is not expected to have a material adverse effect on our consolidatéd financial position or liquidity. ‘However,

.there can be no assurance that the outcome of these contingencies will be’ favorable and adverse results in certain _

. of these contmgenues could have a matenal adverse effect on our’ consolldated ﬁnanmal position, results’ of

i
operauons or hqutdlty T .
- { >, . .. B " L-‘ . " )
See Note - 1. “Prmc1pal Accountmg Policies and ‘Related Fman(:lal Infonnat10n—Env1ronrnental
Obligations,” g Note 12| “Environmental” and Note, 18 “Commnments Guarantees ‘and Contingent Liabilities”
the notes to,our consolidated- financial statements begmnmg on page 52 page 73 and page 89, respecttvely,

mcluded in this Form '10- e o
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF, SECUR]TY HOLDERS
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None o .
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ITEM 4A.EXECUTIVE OFFICERS OF THE REGISTRANT :

|
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The executive ofﬁcers of FMC Corporation, the offices currently held by them their business experience

since at least January 1, 1999 and earher and their ages as of December 31, 2006, are as follows:

Name

William G. Walter

W. Kim Foster
Andrea E. Utecht
Theodore H. Butz
Milton Steele

D. Michael Wilson

Thomas C. Deas, Jr.

Graham R. Wood

]
i

Age on

12/31/2006

61

- 58

58

48

58 -

56

53

| ) ¢
Ofﬁce, year of election and other
information '

Chairman, Chief Execuuve Officer and President (01 -present); |
Executive Vice President (00); Vice President and General I
Manager—Specnalty Chemicals Group (97); General Manager—

. Alkali Chemicals'Division (92); General Manager, Defense |
Systems International (86); Board member, International Paper._
Company (05- present)

‘Senior Vice Presrdent and Chief Fmanc:al Officer {01-present); Vice

' President and General Manager—Agncultural Products Group
(98), Dlrector lnternauonal Agncultural Products Group (96)
General Manager Airport Products and Systems Division (91);

Board member, JLG Industries {05-December 2006) li

Vice President, General Counsel and Secretary (01-present); Senior
Vice President, Secretary and General Counsel, Atofina :
Chemicals, Inc. (96) ' ' |

Vice President and General Manager—Specmlty Chemicals Group
{03-present); (Jeneral Manager, BioPolymer Division (99);
General Manager, Food Ingredients D1y1s1on (96); Director }
BioProducts and Group Development, Specialty Chemicals (95)

Vice President and General Manager Agricultural Products Group
(01-present); ]memauonal Director, Agricultural Products (99)
General Manager Bio Product Division (98); General Manager
Asia Pacific (96); Area Manager, Asia Pacific (92)

Vice President and General Manager—Industrial Chemicals Gro'up
(03-present); General Manager Lithium Division (97); Vice

. President and General Manager, Technical Specialty Papers
Division, Wausau' ‘Paper Corporation (96) Vice President Sales
and Markeung, Rexam, Inc. (93) j l i

Vice President and Treasurer (Ol—present); Vice President, Treasurer
and CFO, Applied Tech Products Corp}. (98); Vice President,
Treasurer and CFO, Airgas, Inc. (97); Vice President, Treasurer
and CFO, Maritrans, Inc. {(96); Vice Presidenti—Treasury andt
Assistant Treasurer, Scott Paper Company (88}

I

Vice, President, Corporate Controller (Ol-Present); Group i
Cohtrol]erw—-AgriCultural Products Group (99); Chief Financial -
Officer—European Region (97); Group Controller—FMC
Foodtech (93) |

No family relauonshlps exist among any of the above-listed officers, and there are no arrangements or
understandings between any of the above-listed officers and any other person pursuant to which they serve as an
officer. All officers are elected to held office for one year or until their successors are, elected and qualified. |

[}
i

|
|
| {
22 : '

—— —— — ot




¢ ' | PART IT 1 e

i ‘ . .

ITEM S, MARKET‘ FOR'THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

‘FMC common stock of $0:10 par valie is traded on the New York Stock’ Exchange and the Chicagé Stock

Exchangc (Symbol FMC) There were 7,031 registered common-stockholders as of Decémber 31, 2006. The
2006.and 2005 quarteLrly surimaries of the high:and low prices of the company;s common stock are presemed
below. On February 2|4 2006, the Board of Directors approved initiation of a quarterly cash dividend. Dividends
of $0.18 pér share were paid in April, July and October of 2006. Total cash dividends of $21.0 million were paid
in 2006. No cash dwldends were paid in 2005 or 2004, The followmg table sets forth, for the indicated periods,
the high and low pnceI ranges of our common stock.

2006 . . ) 2605
i First Second - Third Fourth First Second Third Fourth
Commeon stock prices: Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
High ............. ‘ ............ | $6338° $66.69 $65.48 $77.98 | $5642 $5848 $63.87 $57.40
Low ...... PN L $51.73- $60.71 $55.50 $63.69 | $43.25 $47.61 $54.10 848.19

| .. - ! -
FMC’s annual m'eetmg of stockholders will be held at 2:00 p-m. on Tuesday, April 24, 2007, at the Top of
the Tower, 1717. Arch Street, 50 Floor, Philadelphia, Pennsylvania 19103. Notice of the meeting, together. with
proxy materials, will \be mailed approximately 30-days prior to the meeting to stockholders of record as of
March 1, 2007 ' S

: Transfelj ‘Agent and Registrar of Stock:  National City Bank
' _ . Corporate Trust Operatlons '
| . : P.O.Box 92301
N Cleveland, Ohio 44193-0900
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Stockholder Return Performance Presentatlon ‘

e

,The graph that follows shall not be deemed to be 1ncorpo&”ated by reference mto any ﬁlmg made ‘by
under.the Securities Act of 1933 or the Secunues Exchange Actof 1934. 4.
: i- !

"The followmg Slockholder Performance Graph comparescthe five-year cumulatwe total return on FMC’ S

j.
FMC

Common Stock for the penod from January 1, 2002 to December 31, 2006 with the S&P Midcap 400 Index and
the S&P 400 Chemicals. lndex The comparison assumes $100 was invested ‘on December 31, 2001 in FMC’s

' Common Stock and in bc')lh of the Indices, and the reinvestment of all dmdends [
e ] e —
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For the three anditwelve months ended December 31, 20(56, we made the following share repurchases:

1 - *

e . . ]

PURCHASES OF EQUITY SECURITIES i '

»

. - ! ‘-Tot‘al Number of - : . Maximum
! ‘ . -Shares . . Dollar Value of .
‘ T Purchased |  Total Dollar.  Shares that
' N . . )  AsPartof ©.  Valueof - May Yethe
N . ) Total Number  Average Publicly: , °~ Purchases Purchased
. - of Shares Price Announced | under the Under the
Period ' ‘ S Purchased  Per Share Program ___Program Program
Total 1Q2006 .........covn.nn. R — $  — 7$150,000,000
Total 2Q 20(_)6 e ' e 342,865 $63.42 . 315,161 20,009,446 129,990,554
Total 3Q 2006 . .... A X 821,678 . $60.91". 2'--' 820,915 . 49,999,944 79,990,610
October 1-31,2006 .0 .............. CoL,198 $6899 T =8 —  $79990610
November 1130, 2006| .............. 158','00‘9 '70.51' - 155,200 ¢ 10,948,129 69,042,4}81
Decemberl 31, 2006} e 124,449 73.50_‘ L123,113 9,052,032 -~ 59,990,449
Total 4Q 2006 .. ... "...... e 283,656 7186 278313 ¢ 20,000,161 . 59990449

L, Total 2006 ... ...l 1,448,199 "$63.58 . 1414389  $90,009,551 $ 59,990,449

I v
| . . -
In February of 2006, the Board authorized the repurchase of up to $150.0 million of our common stock
Shares may; be purchased through- open market or privately negotiated transactions at -the discretion of

management based on its evaluation of market conditions and other factors. Although the repurchase program -

|
does not include a specific timetable or. price targets and may be suspended or terrmnated at any tlime, we expect

that the program w1l|1be accomplished over the next year. During 2006, we repurchased 1,414,389 shares at an.
aggregate cost of $90.0 million:under this program ‘We also reacqurre shares from time to time in connection’

with the vestmg andt exercise of awards under .oiir equity compensatlon plans and such reacquisitions are

included in the share repurchases reported under this {tem.
|

— ==
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ITEM 6. SELECTED'FINANCIAL DATA i}

o

“
LA

L]

.
N !

‘SELECTED CONSOLIDATED FINANCIAL DATA'

The selected consohdated financial and other data presented below for, and aslr of the end of, each df the
years in the ﬁve—year penod ended December 31, 2006, are denved from our consolldated financial statenrents
The selected consohdated ﬁnanc1al data should be read in conjuncnon with our consolrdated financial statements

i, :

for the year ended December 31 2006“ I '

1
)
r ol : : i
! ‘ ' . . - . fl [

Income Statement Data: | . :
Revenue e

Income from commumg operanons before equity in .
(eamrngs) loss of afﬁl}ates investment gains, minority

interests, interest expense, net, loss on exnngurshment of:

debt, income taxes and cumulative effect of change in
accounnngpnnmple....:..................{ ...... ’

[ncome from contmumg Ioperatlons before income taxes
and cumulative effect of change in accounting {
principle l ............

-
Income from continuing operanons before cumu]anve
l

/

-

Year Ended December 31,

2006

2005 2004 2003

2002

o1

{in Millions, except per share data and ratios)

| ,
$25347.0 $2,150.2 -$2,051.2 $1,921.4 $1,8529

.
|
|

effect of change in accounnng principle :..... -.j ...... b

Dlsconnnued operanons net of income taxes (1) .. . .= ...
Cumulanve effect of change in accounting pnncrple net of
income taxes (2) ....L. ¢t hl .

Net i income .......... U Ll

Basic earnings (loss) per common share: )

Continuing operations S
Discontinued operations |. . /. .......... ... ... G
Cumulanve effect of change in accounting prrncrple ......

Net eammgs per common share . :..... .. e :

Dlluted earnmgs {loss) pericommon share:
Continuing operations
Dlsconnnuedoperanons

Cumulatlve effect of chnnge| in accounting principle . ... ..

Net earnings per common share . ............... e

Balance Sheet Data : . | .
Totalassets .......... L. 0 ... ... . . . i e

Long-termdebt . ...... ... e TEREEE :

Other Data: ; ' !
Ratio of earnings to fixed charges 3y ... e
Footnotes ' ‘ '

s
k

.
¥ -

: i
2519 2395 12253 2017 156.8
b o . (
135 1933 1311 380 865
L . ! .
i i
1448 110 1756 398 ‘69.1
fazgy 61 [as54  133) ‘(3.3)
I . £ 1
=0y L= = |=
''$ 1320 $ 1166 $]1602 $ 265 $ |658
$1378 § 295 $.485 8 113§ 206
1033) 016 |04 ©38) (010)
P — ©oon | — — —
$1345 $ 300 $'443 % 075 $ |1.96
k ‘ - |
$1367 8 283 8.470 % 112 § [201
(033) 015 (042 (03D (0.09)
P ©on | — - — —
“$ 334 % 297 $.428 $ 075 S [1.92
i N i
$27350 $2,7400 $52[9784 $2,8288 $2,872.0
$ 5760 $ 6407 $ 8930 $1,036.4 51,%021
| i
5.3x 26x | 2.4x 20x- 2.0x

(D Drsconnnued operatlons net of mcome taxes mcludes the following items related to our dlsconnnued
busmesses gains. "and loeses related to adjustments lo our estimates of our habrlmes for general llablhty,

workers’ compensanon tax liabilities,

i
' maintenance and otherI costs, losses for the settlement of ;

related to property sales.
i

b

i 26 '

. ey -

Cemp o —

postrenrementf benefit - oblrganons‘ legal defense,
litigation and environmental reserves and gams]

t

property

*i
|




i
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(2) On December 3|l 2005 ‘we adopted FASB [nterpretatlon No 47 “Accounting for. Conditional Asset

Renrement Obllg'anons" The cumulative effect of adoption was an after-tax é:harge of $0.5 million.
(3 In calculatmg thl'S ratio, earnings consist of income (loss) from contmumg hperanons before income taxes
and cumulative effect of change in accounting principle less minority interests, less interest expense, net,
less amoruzauon| expense related 1o, debt discounts, fees and expenses, ‘léss amortization of capitalized
interest,’ less mteresl ‘included in rental expenses (assumed to be one thlrd of rent) and plus equity in
(earnings) loss of affiliates. Fixed charges consists of interest expense net, amortization of debt discounts,

fees and expense*f interest capltallzed as part of fixed assels and interest mcluded in rental expenses.

i R
- N } . T e

) FORWARD-LOOKING INFORMATION ‘ . : .

l
Statement under |the Sate Harbor Prowsmns of the Private Securities ngauon Refon'n Act of 1995 We
and our represenlauves may from ume to time make written or oral statements that are “forward -looking” and
provide olher than historical information, including statements contained in Management s Discussion and
" Analysis of Financial|Condition and Results of Operanons within, in our other! filings :with the Securities and
Exchange Commlssmn or in reports to our stockholders. These statements: involve known and unknown risks,

: uncenamtles]and other factors that may cause actual results to be materially different from any results, levels of

acuvuy, performance]or achievements expressed or implied by any forwa:d-lookmg stalement These factors -

,mclude amohg other things, the risk factors listed i in Item lA of this Form 10-K. l

In Som{.l, cases, we have 1denuﬁed 'forward- looking statements by such words or phrases as “will likely
result,” “is conﬁdem‘ that,” “expect,” “expects,” "“should,” “could,” “may,” “wrll continue to,” “beliéve,”
“believes,” ]‘antncnpates " “predicts,” “forecasts,” “estimates,’ o “prOJects potentlal " “intends” or similar
‘expressions 1dent1fymg “forward-looking statements” within the meaning of the Private ‘Securities ngatlon

o Reform Act 'of 1995, including the negatlve of those words and phrases Such forward-lookmg statements are
based on our current views and assumpuons regarding future events * futre busmess conditions and the outlook
for lhe ‘company based on currently avallable mformatlon ‘These forward lookmg statements are subJect “to

\
¢ . certain rlsks[and unccrtaxnlles that could, cause actual results to d1ffer matenally from those expressed in, or

" LR

looking statements, whlch speak only as of the date made.

L o 27

implied by, these statements "We wish to caution readers not to place” undue 1rellance on any such forward-’
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAIJ CONDITION AND
' RESULTS OF'OPERATIONS L I S :

N N |
. : : - i
Overview o : 1 T 0
I Q“ !
We are a drversrﬁed global chemical company provrdrng innovative soluuons and apphcatrons to a| wide
vanety of end markets. We operate in three business segments' Agncultural Products Specialty Chemicals and

Industnal Chemicals. Agrlcultural Products prmcrpal focus is:on msectrcrdes which are used to enhance crop

S

'yreld and quality by controlling a wide spectrum of pests,, and on herbicides, whlchfare used to reduce theI need

for manual or mechanical v\ieedlng by rnhlbrtmg or’ preventmg weed growth. Specralty Chemicals consists of our
BloPolymer and lithium businesses and focuses on food ingredients that are used to enhance texture, structure
and physrcai stabrlrty, ;’)hairrnaceutrca] additives for bmdmg and disintegrant use;and lithium specralt:es for
pharrnaceutrcal syntheslrs | specialty polymers and energyl storage. Our Industnal Chemicals segment

manufactures a wide range ¢ of i inorganic matenals mc]udmg soda ash, peroxygens and phosphorus chemicals.
' . !

b

-z ; 4 LR [

2006Highlight§ R | i 1

i {

& H

s o

2006 was a year durmg which we expenenced contmued sales growth in all of our busmess segments. We
also had 51gn1ﬁcant growth in income from continuing operatlons before. 1ncome[tax Our hqu1d1ty position
continued. to improve primarily "due to grolwth in cash provrded by operatlng activities. Additionally, we|have”
coniinued to reduce our [debt level which has lowered our.net interest expense. In February 2006, our Board of

'Drrectors approved the 1n1tranon of a quarterly ¢ash dlvrdend and authorized the repurchase of up to $150.0

million of the Company s common sfock; Durmg 2006, we repurchased approxnnately 1 4 million shares at a
cost of approxrmately $90 n'nlhon T _ . f I

1 f T ' ‘J ? - M

Consolrdated revenue icd’ $2,347.0 million was up 9 percent from the prior year, Agricultural Products,
Specralty Chemicals and Industrial Chemicals had fevenue increases of 6%, 6%] and 14%, respeetrve]y In
Agricultural Products, o:ur focused strategy combined with- sl:rong sales growth in South’ America, pamcularly
Brazil, as well as higher sales in North Amenca and Asia and for herbicides, led'to the increase in revenue
Specralty Chemical mcreases were driven by hrgher volumes and selling prices of primary lithium compounds
and in the phannaceutlea{] market in BroPolymer Industrial Chemrcals continued to benefit from volume growth

and hlgher selling prices I1n %oda ash and higher sellmg pnces fo‘r North American hydrogen peroxide.

t

. 1 * P

Income from contmlulng operauons before income tax of $213 5 million was up' significantly from the‘pnor
year This was driven pr1mar11y by 21%, 10% and 15% i 1nereases in operating profit in Agricultural Products,
Specialty Chemlcals and Industrlal Chemicals, respectlve]y, and lower interest expense levels. Net interest

“expense of $32.9 mllhon folr the year ended December 31, 2096 decreased by $25. 2 million, or 43%, fror:n the
" priorlyear primarily as a result of reduced debt levels. Partially offsetting these i mcreases in operating proﬁt were -

significantly higher ener'gy and raw matenal costs and the absence of proﬁts from Astaris, which was divested in
November 2005. | | o i f ) : ! .
‘ ! ¥ . - |
! o P

i ’ S ' |

2007i0utlooh o o ,
|

In 2007 we expect con,tmued growth in our revenue and earnings. The increase m revenue is expected to be

- driven by higher selhng' prices for soda ash hlgher volumesjand selling prices in BioPolymer and lithium,

[
volume growth .in Foret anld new product introductions in Agncultural Products. The increase in earnmgs is
expected to be driven by new product introductions and further supply chain productivity rmprovements in

. Agncultural Products and contmued sales growth and product1v1ty improvements in Specialty Chemicals. Hrgher

energy costs, partn.ularly in' Spain, higher raw material costs, and increased spendmg on our growth initiatives
are expected to partially offset our profit growth, We expect cash flow generation from our business segments to
remain strong. i .

|
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Cntlcal Accountmg I'ohcres o T . ' . !

Our consoltdated ﬁnancral statements are prepared in conformity with U S‘ generally accepted accountlng
prmcrples Tlte preparauon of these financial statements requlres‘ us to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenues and expenses. We have described our accounting policies in
Note 1 to our consohdaled financial statements included in this Form 10-K. We have reviewed these accounting
policies, 1dent1fymg those that we believe 1o be critical to the preparation and understandmg of our consolidated
financial statemems We have reviewed with the Audlt Committee those accountmg policies that we have‘

_deemed cntlcal These policies are central to our presentatton of results of operatlons and financial condition and

|
require management o make estimates and judgments on certain matters, We base our estimates and ]udgments
on historical expenence current condmons and other reasonable factors. )

. . . R
1

Enwronmemal obligations : o T -

| h
We provrde for (l.nwronmental -related obligations when they are’ probable and amounts can be reasonably ‘
estimated. Where the ?vmlable information is sufficient to estlmate the amount of l1abll|ty, that estimate has been
used Wherelthe: ‘information is only sufficient to establrsh a range of probable habrllty and no .point wrthm the

range is more llkely than : any other, the ]ower end of the range has been used..

. . . .
Esttmaled obligations to remedtate sites that involve oversight by the EPA, or similar govemment agenc:es
are generally accrued no later than when a ROD, or equivalent, is issued, or upon completion of a RI/FS that is
submitted by us to the appropriate government agency or-agencies. Esttmateslare reviewed quarterly by our
envrronmemal remedlauon management, as well as by-financial and legal r'nanagement and, if necessary,
adjusted as 'additional information becomes available. The estimates  can - chalnge substanually as additional
information Ibecomes‘ available regarding the ‘nature or extent of site contammatmn required. remedlauon
methods and other actions by or agamst governmental agencies or pnvate parttes‘
p - : ., «,. ' . . .
Our env1ronmental liabilities for contmumg and dlscontmued operanons are principally for costs associated
with the rernedlauon ‘rand/or study of sites at whlclt we are alleged to have dlsposed of hazardous substances.
Such costs pnnmpally{ include, among other items, RI/FS, site remediation, costs of operation and maintenance of
the remediation plan, fees to outside law firms and consultants for work related to the envrronmental effort, and
future morutormg costs Estimated Ssite, liabilities -are determmed based upon'exlstlng remediation laws and
technologles specrﬁc site consultants’ engineering studies or by extrapolanng lexpenence with environmental

. r.
issues at comparable snes We believe that it is reasonably possible that loss contmgenc1es may exceed amounts

accrued by as much as $75 million at December 31, 2006. .
. . | -

Included in the rl-n\rtronmental reserve ‘balance, other assets and reasonably possnble loss. contingencies for
2006 are potentlally recoverable amounts from third party insurance policies, and some of these amounts have

been recognized as offseltmg recoveries in 2006 - T

4

[ : Coa
" Provisions for envrronmemal COSts are’ reﬂected in income, net of probable and estrmable recoveries from
named PRPs or other| third parties.. Such provisions 1nc0rporate mﬂanon and are not discounted 1o their-present
values. | _ ; . ‘ }

~In calculalmg and evaluating' the adequacy of our envrronmental reserves, we have taken’ into account the
joint and several l1ab1hty imposed by CERCLA and the analogous’ state laws on’ all PRPs.and have considered the
identity and f'mancral condition of each of the other- PRPs at each. site to the extent possible. We have also
considered the identity. and financial tondition of other third parues from whom recovery is anticipated, as well
as the status of our clalms against'such parties. Although we are unable to forecast the ultimate contributions of
PRPs and other third partres with absolute certainty, the degree of uncettainty with respect to each party is taken.
into +account when - determiining -the .environmental -reserve by adjusung,the reserve to reflect the facts and
crrcumstances on a site-by-site basis. Our llabthty includes our best estimate of the "Costs expected to be pa1d

I
! »
|
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before the consideration of any potential recoveries from third parties. We believe that any recorded recovertes
related to PRPs are reahzable in all material respects Recoveries are recorded as either an offset in
“Environmental liabilities, continuing and d:scontmued” or'as “Other Assets” in our consolidated balance sheets.

Impairments and valuanon of long-lived assets i . } o 1

Our long-lived assetslmclude property, plant and equlprnent and long-term 1nvestments goodwxll and
intangible assets. We test for impairment whenever events or circumstances 1nd1cate that the net book value of
these assets may not be] recoverable from ‘the estimated und1scounted expected future cash flows expectEd to
result from their use and eventual disposition. In cases where the estimated undiscounted expected futurel cash
flows are less than net book value, an impairment loss is recognized equal to the amount by which the net Jbook
value exceeds the est1mated fair value of assets, which is based on discounted cash flows at the lowest level
determinable. The estimated cash flows reflect our assumpnons about selling prices, volumes, costs and merket

- Lo .
condltlons over a reasonable period of time. _ , . ‘
13 i‘ .

1 .

‘We prepare an anmual 1mpa1rment test of goodwill. The assumptrons used to estimate fair value 1nclude our
best estunate of future | growth rates, discount rates and market conditions ‘over a reasonable perlod| We
) perfon'ned this test in 2006 and determined that no impairment charge was required. |

1

i . .
Pensions and orher postretrrement benefits t, . |

|
We provrde quahﬁed and nonqualified défined benefit and defined contr1but1on pension plans, as well as

postretirement health care aud life insurance benefit plans to our emp]oyees The costs {benefits) and obl1gat10ns
related to these benefits reflect key assumptions related- to general economic condmons, including 1nterest
(discount) rates, healthcare cost trend rates, expected rates of return on plan assets and the rates of compensatton
increases for employeesl The costs (benefits) and obligations for these benefit programs are also affected by
other.assumptions, such as average retirement age, mortality, employee turnover, and plan participation. To the
extent our plans” actual expenence as inflienced by changing economic and financial market conditions or by
changes to our own plans demographics, differs from these assumptions, the costs and obligations for provrdrng
these benefits, as well aslthe plans’ funding requirements, could increase or decrease. When actual tesults d1ffer
from our assumptions, the difference is typically recognized over future periods. In addition, the unrealized galns
and losses related to ourI pension and postretirement benefit obl1gat1ons may also affect periodic benefit costs
{benefits) in future penods : - . . : '

! S : ‘

We use.certain calculated values of assets under methods both- (o estimate the expected rate of return on
assets component of pensron cost and to calculate our plans’ fundmg requirements. The expected rate of return
on p]an assets is based o:n a market-related value of assets that recogmzes investment gains and losses oxlrer a
five-year period. We use 'an actuarial value of assets to determine our plans’ funding requirements. The actuarial
value, of assets must be within a certain range high or low, of the actual market value of assets, and 1s adjusted
accordingly. | '

o o o . ot . |
We recorded $15.1 million, $10.6 million and $9.2 milliori of net annual pension and other postretirer‘rnent
benefit cost in 2006, 2005 and 2004, respectively. . ; I
, : l
. As of December 31, 2006 we adopted a new pension accountmg standard (see Note 13 to the consohdated
financial statements) Wthh requrred us.to recognize in our consolidated balance sheét as of December 31, 2006
the total underfunded status of our defined benefit postreurement plans. The underfunded status is defined as the
difference between the falxr \;alue of the plan assets and the ‘projected benefit obllgauon At December 31, 2006
our net underfunded status recorded on our consohdated balance sheets was $140.2 nulllon |
We made voluntary cash contributions fo our U.S. quahﬁed pension plan of $30.0 million and $15.0 million,
respectively, for 2006 and 2005 In addition, we paid nonquahﬁed pension benefits from company assets of $2 7

| : R
' .30 ) -




million and $2.5 mll]llon for 2006. and 2005, respectively. We paid- other postretirement benefits, net of
participant conmbuuons of $5.0 million and.$7.0 million for 2006 and 2005, respectively. Our estimated cash
contributions for 2007!mclude approximately $2.4 million in nonqualified pension benefits,-$4.7 million in other
postretirement-benefits, and we plan to make voluntary cash contributions to our U.S. qualified pension plan of
approximately $30 mlllllon ‘ _ -

We select the dlseoum rate used to calculate pension and other postretirement obllgatlons based on a review
of available yields on high-quality corporate bonds, including Moody’s Investors Service, Inc. (“Moody’s”)
Aa-rated Corporate and Industrial bond indices. In selecting the discount rate for 2006, we placed particular
- emphasis on a yield- cu:rve approach designed by our actuary to derive an appropriate discount rate for computing
the present value of the future cash flows associated with our pension and other postreuremem obligations taking
into consxderatlon both the timing and amount of the cash flows. The specific mterest rates supporting the yield
curve were denved frdm calculated returns (y1elds) from a portfolio of high- quallty (Aa-graded or higher) bond
investments constructed by our actuary. _ '

In developmg the expected ‘long-term rate of return on asset assumption for our plan, we take into
consnderanon] the technical analysis performed by our outside actuaries, 1ncludmg historical ‘market ‘returns,
information on long-term real return expectations by asset class, inflation assumpuons and expectations for
standard deviation related to these best estimates. We also consider the historical performance of our own plan’s
trust, which has eamed a compound annual rate of return of approximately 12'percent over the Tast 10 years
{which is in excess of comparable market indices for the same period) as well as other factors. The current asset
allocation for our plan is appr0x1mately 79 percent equities (U.S. and non-U.S. ) 18 percent fixed-inconie and
3 percent cash and ottller short-term investments. Given an actively managed investment portfolio, the expected
annual rates of return by asset class for our portfolio, using geometric averaging, and after being adjusted for an
estimated inflation rate of approximately 3 percent, is between 9 percent and, 11 percent for both U.S. and
non-U.8. equ&ﬂes .md between 5 percent and 7 percent for fixed-income investments, which generates a total .
expected portfolio return that is in line with our rate of return assumption. We continually monitor the
appropriatenéss of this rate in light of current market conditions. For the sensitivity of our pens1on costs to
. incremental changes in assumpuons see our discussion below,

Sensitivity analysis relared to key pension and postretirement benef t assumpnons

A one-half percent | increase in the assumed discount rate would have\ decreased pension and other
postreurement beneﬁtI obhgatmns by $53.0'million at December 31, 2006 and $50 8 million at December 31,
2005, and decreased pension and other postretirement benefit costs by $5.2 million, $3.0 million and $2.5 million
for 2006, 20|05 and 2004 respectlve]y A .one-half pereent ‘decrease in the assumed discount rate would have

’ 1ncreased _pension and|other postretirement benefit obligations by $57. [ million at December 31, 2006 and $56.0
million at December 31 2005, and increased pension and other postretirement benefit net perlodlc benefit cost by

$5.9 million, 1$5 6 mllhon and $5.0 million for 2006, 2005 and 2004, respectively.; i

A one- -half percent increase in the assumed expected long -term rate of retum on plan assets would have
decreased pension costs by $3.6 million, $3.4 mxlhon and $3.2 million for 2006, 2005 and 2004, respectively. A
one-half perdent decrease in the assumed long- -term rate of return on plan assets would have 1ncreased pension
costs by $3. 6 million, $3 4 million and $3.2 million for 2006, 2005 and 2004, respecuvely

Further details on our pensmn and other postretlrement benefit obhgauons and net perlodac benefit costs
(benefits) are found in ' Note 13 to our consohdated ﬁnam:lal statements.

1

Income taxes

We have recorded a valuation allowance to reduce deferred tax assets to the amount that we believe is more
likely than not to be Iweahzed In assessing the need for this allowance, we have considered-a number of factors
including fulure income, the _]l.ll'lSdlCIlOIlS in which such income is earmed and our ongoing tax planning

3t
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strategies. In the event that' we determine that we would not be able to realize all or part of our net deferred tax
assets in the future, an'adjustment to the deferred tax assets would be charged to income in the penod such
determination was made. Similarly, should we conclude that 3 we would be able 10 realizé’ certain deferrflzd tax
assets in the future in ex'cess of the net recorded amount, an adjustment to the deferred tax assets would mcrease
income in the period such determination was made. At December 31, 2006 and 2005 the valuation allowance
'was $81.5 million and $72. 6 million, respectively. |

|
| ©
Resujns of Operations—2006, 2005 and 2004 © | ' . -
H . 1 \
Overview | ‘ ; : .
! . : o ! ) .. Year Em:led December 31, -
| : : 2006 2005 , 2004 |
| ! i | Per Share " Per Share . Per Share
: ; : {  (Diluted) | (Diluted) (Diluted)
P : L ' (InMillions, Except Per Share Data) . |
' Conéolidated Revenue |..' ... .. ................. $2,347.0 $2,150.2 J - $2,051.2 J
Netincome'........... l ..................... § 1320 $334 § 1166 i $297 $ 1602 '$4.28
Net income 1ncluded thelfo]lowmg after-tax charges 1 { o . 1
- (gains): ‘ c L. b .
Restructuring and olher charges .............. $ 579 %146 $ 261 : $067 $ 22 $0.06
. In-process research’and development .. ........ 1.2 0.03 — — —
Astaris restructuring (1) ................. L —{ —_ (O 2) (0.01) 70 018
Investment gains (2) 1. ................. el — — 4.1, 06) . — |—
Loss on exungurshmem ofdebt ........... Lo —! — 374 ’, 0.96 6.0 ,0-16
Cumulative effect of change in accountmg B ) . C i _
, principle ...... ! e P - = . o5 o001 — —
Discontinued operations ........... D 128 0.33 (6. l); (0.15) 154 0 42
~ Tax adjusiments . ' . 5 ........ e ‘125 032 217 055 71.0) (1 90)
After-lax ‘income from contmumg operauons - - , ' { . . '
excluding restructuring and other income; and S | ' .
chargcs (3) B R weieeeooo0 8 2164 $5.48 3 1719 1' $439 § 1198 $3.20
1

i i ' o 1 i )

(1) Our share of charges recorded by’ Astans the phosphorous’ joint Venture prior lo the sale of substantlal]y all
of its assets is mcluded in Equlty in (eammgs) loss of affiliates” in the consolldated statements of i mcome .
Income for'the yean" ended December 31, 2005 represenls,adjustments to hablhues related to restructurmg

‘ and other charges recorded by Astaris prior to the sale of substantially all of its assets }

(2) Investment gains. lnclude a gdin in conhection:with Astaris’s sale of substantrally all of its assets. This gain
ts included in equrty in (earnings) loss of affiliates” in the consolidated statements of income.

(3) We believe that the;Non -GAAP financial measure “Afier-tax income from continuing operations, excluding

restructuring and ol;her income and charges,” and s presemauon on a per-share basis, provides useful

information about qur operating results to investors and securities analysts, We also believe that exchlldmg
the effect of restructunng and other ‘income and charoeslfrom operating resullts allows management and

investors to compare more easily the financral performance of our underlying businesses from penod 1o

period. This measure should not be con51dered as a substitute for net income (loss) or other measures of

performance or l:qulndrty reported in accordance with GAAP The after-tax charges (gains) included i m net .

income presented in the chart above can be found in the results of operations dlscussmns below for 2006

compared to 2005 and for 2005 compared to 2004. i !

1o ‘

See.“Segment Results !for -a detailed dlscussmn of events affecting our results for 2006, 2005 and 2004,
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Results of Operat.on-l,—zoos compared to 2005 - R e

in the above table All compansons are between the penods unless otherwise noted

markets.

*

i -

“In the ft:i)llowmg Idrs;cussron ‘year” refers 1o the year. endrng December 31, 2006 and pnor year” reférs to
the year endmg December 31, 2005. Addmonally, in the discussion below, please refer to our consolidated
statements of i mcome mcluded in Item 8 of this Form 10-K as well as the after-tax charges mcluded in net income

Revenue for the )ear ended December 31, 2006 was $2,347.0 million, an increase of 9 percent compared o
the $2,150. 2im|lhon 1ecorded in the.prior year period. This increase. was driven by hlgher sales in all of our
segments whtch are dlscussed separately below. - _ o

In- Process Reseurch and Developmem for the vear ended December 31* 2006 was $20 mllhon ($1.2
m1l||0n after|tax). Our- Agricultural Products segment entered- into development agreements with-a third-party
company whereby welwere given the right to develop further one of such party’ s products in certain geographic

i i . l

.Restrucrurmg and other charges were $74.8 million ($57 9 million after—tax) in 2006 compared to $40. 4
- million ($26 1 mrlhon after-1ax) i in 2005. Charges for the year ended December31, 2006 pnmanly include the
followrng : _ ¢

We reached an agre ement to settle a federal class action lawsuit, as we]l as other mdw:dual claims,

‘ |
alleging, violations of . antitrust laws lnvolvmg our mrcrocrystallme cellulose (“MCC“) product in our .

Specralty Chtl,mrcals business in the’ amount of $25.7 mtlhon S

We commlttx.d 1o the abandonment of a plant burldmg in our Agncultural Products _Segment and

recorded a charge of 36. 0 million. . )

The European Commtssron imposed a fine on us regarding alleged vrolatrons of compeutlon law in the

* hydrogen perbxrde business in Europe during the period_1997-1999 which we have appealed. This fine

T assoctated with our Industrial Chemicals segment. We have recorded a €25 million (U.S: $30 mrlhon)

charge for thrs fine. Since we are riot required to make the- payment durllng the appeal process, which is

- .expected 10 extend beyond one year, the liability has been classified as long-term in the consolidated
: balance sheets as of December 31, 2006. - . - - -

Wefannounced a plan to redeploy our drscovery research and development resources ‘Within our
Agncultural Products segment to shorten the innovation cycle and, accelerate the dehvery of new
product and techno]ogles We incurred $3.4 million of severanée charges as a result of this decision.
These severance costs related to approxrmately 70_people who have separated from us. We also

!
_abandoned assets as a result of these decrsrons and recorded 2 charge of $1 9 million.

Addrtronal restructurmg charges for 2006 totaled $7.8 mrllton These charge included $i. 2 mrllron of

" asset abandonment charges in our Industrial Cherhicals segment and $1 3. million of severance costs.

were recorded i in our Specialty Chemicals. segment due to a- workforce restructunng ‘We also recorded

" $5.4 million relatmv to continuing environmental sites. Offsetting these charges was a gain of- $0.6
-"million in our Specialty Chemicals segment from the completion of the sale of our previously disclosed

assets held for sale related o our Copenhagen, Denmark carrageenan plant which we closed in 2005.

.. The gain repl'esented the difference between the asset-held for sale balance and the final proceeds The

ﬁnal proceecls from the sale totaled $9.6 million. ~Additional restructunng and other charges were
) reco’rded in Industrial Chermcals for $0.5 million.

The charges of $40.4 mtlllon that we tecorded in 2005 were primarily a result of the followmg

$17.0 mrlllon related to our decision 1o close our Copenhagen Denmark carrageenan plant and Bezons
France blendmg facility in our Specnalty Chemicals segment. This amount consisted of (i).plant and
_equipment 1mpa|rmr,nt charges of $13.8 million, (n) severance and employee benefits of $2.4 million
- and (iii). other costs of $0.8 million.
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-+ Impairment and shutdown charges of $7.5 million on our Spring Hill, West Virginia peroxygen plant.
During the fourth quarter of 2005, we completed an analysis of our idled Spring Hill, West Vlrglrna
facility in our Industrial Chemicals segment. As a result, we committed 1o the abandonment of the
majority of the assets at this facility before the end of their previously estimated useful life, As a result
we recorded an 1mpa1rment charge of $4.5 million assomated with these assets and $3.0 mllllon “of
charges related to ‘the asset retirement obligations assoc1ated with this site which were triggered as a

result of our abandonmem plans.

+  Additional restructuring and other charges for the year ended December 31, 2005 totaled $159 mlllnon
This amount primarily related to charges of $6.1. million at our Pocatello site to increase reserves for
demolition and other shutdown costs as well as charges of $5.4 million for the abandonment of assets in
our Agricultural Prodicts scgment and severance charges which were’recorded in our SpeEially
Chemicals ($1.6 m:lhon) and Agricultural Products ($1.8 million) segments The severance c}farges
related to approximately-20 and 60 people, respecuvely - -

Equity in (earnings) loss of affiliates was $2.3 million of earnings in 2006 versus $70.6 million of eammgs
in the prior year. The elgmﬁcant decrease was primarily the result of our sale of Astaris and substantially all of
its assets in the fourth quarter ‘of 2005, We recorded a gain from this sale of $57.7 million ($21.7 million afler—

tax). The decrease is also the result of income at Astaris up to lhe date of the asset sale in 2005.

Investment gains for the year ended December 31, 2005 were due to the sale of our 50% equity method
" investment in Sibelco, We recorded a gain of $9.3 million ($2.4 million after-tax) in f:onjuncuon with this sl'lle in
our cansolidated statement’of income. There were no gains from the sale of investments for the year ended
December 31, 2006. : :

Interest expense, net decreased to $32.9 million compared'to $58.1 million in 2005. The decrease primarily
reflects lower interest costs and debt levels in the yéar ended December 31, 2006 compared to the prior year. The
decreases were due to our debt refinancing in June 2005 and the redemption of the 10.25 percent Senior Notes in

July 2005 . , ' : |

Loss on extmgmshmenr of debt was $60.5 million ($37.4 mllhon after-tax) in 2005 In 2005, in CO[]I'ICCIIOITI with
our Industrial Revenue Bond refinancing, we incurred an approximate $2.1 million loss and in connection' with
entering into the 2005 Credit Agreement, we wrote off approximately $1.2 million of deferred financing fees
associated with the previous agreement and $0.6 million of fecs associated with the new agreement. Additionally, in

2005 we 1ncurred a loss of $56.6 million associated wuh the redemptlon of the 10,25 percent Senior Notes, |
. i

Provision (benef 1) for,income taxes was an éxpense of $68 7 million in 2006 compared with expensc of
$82.3 million in 2005 reflecting effective tax rates of 32.2% and 42. 6%, respectively. The change was pnmarlly
due to higher tax adjustments in 2005 which include income taxes associated with the repatriations under the
American Jobs Creation Act (AJCA). Offsetting this decrease. is the effect on the tax provision in 2006 [from
havmg the $30 million European Commission fine that is non-deductible for tax purposes. Excluding the effect
of these tax adjustments and the non-deductibility lof the European Commission fine, the change from 2005 10
2006 is primarily a result 'of the mix of domestic income compared to income earned outside of the USs.,
dividends received from foreign operations and valuation allowance adjustments.

2006 tax adjustments of $12.5 million primarily include charges associated with acijustmems to deferred taxes.

t

2005 tax adjustments of $21.7 million primarily .include charges of $31i9 million associated | with
repatriations, net tax benefits of $19.2 million primarily related to agreement on cértain prior year tax matters
previously reserved and charges of $9.5 million associated with adjustments to deferred tax liabilities. i

Cumulative effect of change in accounting principle, net of income tax. On December 31, 2005, we ad?pled
FASB Interpretation No. 47 “Accounting for Conditional Asset Retirement Obllgatlons The cumulative effect
of adopnon was a charge of $0 5 million in 2005 (See Note 2 1o our consolidated financial statements). i

1 ) 1

\ |

| |
.
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+ Discontinued operations, net of income tax totaled a loss of $12.8 million in 2006 versus a gain of $6.1 million
* in 2005. The 2006 loss includes net charges of $27.3 million related to environmental issues and legal expenses
related to prevnously dlscontmued operations. Discontinued environmental and legal charges include environmental
remediation costs al snes of discontinued businesses for which we are responsible for environmental compliance.
The charges in 2006 were primarily related to our Front Royal and Mlddleport sites as well as to increase reserves
for operating and manrtenance activities. Offsetting these charges was a gain of $l'4 0 million from the sale of 23
acres real estate property in San Jose, California related to our former Defense business. This completed the sale of
land that was formerly used by FMC’s defense business, which was dwested in 1997

2005 net gain includes income of $29 2 mllllon relaled to a sale to the c1ly of San Jose, Californid of
approxu-nately 52 acreI: of land used by our former Defense Systems operations, Primarily offsetting this’ income
in 2005 was net env1r0nmenlal and legal charges of $23.4 million. The charges in 2005 were pnimarily related to
our Front Roya] and Mlddleport sites and in recognition of our share of liabilities related to a consent order
between the EPA and the primary responsible pames at the Anniston site. ‘

Net Inco[me mcre.ised to $132.0 million in 2006 compared wnh $116.6 mllhon in 2005 pnmarlly as a result
* of changes m the after tax items included in net income described above. The change in these items was the
primary driver behind the increase in net income from 2005.to 2006 as well as higher earnings from our
Agricultural Preducts! Specialty Chemicals and Industrial Chemicals® segments and a decrease in interest
expense. .

Other Fmanclal Data i

Cmporate Expenses were $46.2 million in 2006 compared to $45 1 mllllon:m 2005, essentially level from
one year ago

’ !

Other income and expense, net is compnsed primarily of LIFO inventory adjustments, pension expense and
realized foreign currency gains and losses. Other income,.net decreased to $3.0 million from $13.9 million in the
prior year due to a garn related to the settlement of certain energy contracts in 2005 which was not fepeated in
2006 as well as hlghelr pension expense and the recognition of stock option expense in 2006. Offsetting these
decreases was a gain nl,corded in 2006 related to a refund of previously submitied payroll taxes.

Segment Results 2006 compared to 2005
Information about how each of these items relates to our businesses at the segment level and results by
segment are dlscussed ‘below and i in Note 19 to our consohdaled ﬁnancral statements included in this Form 10-K.

Agricultural Products !

Year Ended Increase/

: December 31, (Decrease)
, 2006 12005 T $ %
| S (in Millions) -
Revenue ..........i.oo.... S $767.0 $7245 $425 6%
Opérating Profit ... .. B 1510 1248 . 262 21

‘ |
Revenue in Agnc‘ultural Producls was $767.0 million, an increase of 6 percent versus the prior year, driven
primarily by strong sa;les growth in South America, particularly in Brazil, as well as by higher sales in North
America and in Asia. .

Segment earnings were $151.0 mlllmn an increase of 21 percent from the year earlier, as a result of the
hlgher sales dnd the fdvorable impact of supply chain productivity initiatives, whlch more than offset the impact
of generic blfemhrm (,ompetmon higher raw material costs and increased spendmg assocnated with growth in
innovation initiatives. |
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: estlmate the effect of such regulatory revrews beyond 2007

|
o
| |

- ke
T

In 2007 full-year revenue growth is expected to be up, 1n Lhe low to mid s:ngle digits, as a result of new
product introductions and ‘continued label expansions and volume growth in herbt(:tdes Full-year segment .
earnings afe expected to increase approxtmatelyllO% drtven by our sales growth .and further supply |cha.m
productivity improvements, {offset in part by mcreased spendmg on our growth initiatives and higher raw matenal
costs. A combination of lower commodity prices and a strengthemng Brazilian Real is pressuring the cash flow
of our Brazilian customers: who sell into U.S. dollar prtced export markets, This c'ontmues to result in slower

i
payments from these customers and an 1ncrease 1n our allowance for doubtful accounts.

In our Agricultural Products segment several products are undergomg re-registration in the U.S. and a
comparable regulatory review by EU governmental “authorities. In, August 2006 the U.S. Environmental
Protectton Agency |ssued its “Interim Rereg1strauon Eltglblhty Decision” (“IRED") for our carbofuran
insecticide. The IRED. proposes cancellation of all carbofuran uses in the United States subject to a phase out
penod for certain minor crop uses. FMC does not agree with the scientific analysrs :or conclusions in the IRED _
FMC intends to challenge EPA’s conclusions and seek to mamtam carbofuran as a registered product. The IRED
is not a ﬁna] agency actlon and is therefore subject 1o change It doés not require FMC to stop selling carbofuran
at thts ttme - . : ‘ |;

n Novémber 2006 the EU Commission’s Standmg Commtttee oh Animal Health and Food Chain voted not
to-include our’carbofuran, carbosulfan and cadusafos products on the official list of active ingredients applroved
for continued sale in the EU We believe the Commitiee’s decision was based on a ﬂawed underlying sc1ent1ﬁc
review, and we have tmttated litigation against the European Food Safety Authonty The Standing Committee’s
vote is not final action and does not require FMC to stop sellmg these products at thlsI time,

We intend to wgorously defend all our products in the US and EU regulatory processes Several of FMC’s
pesttc1de products ‘wiil be Irevrewed in the’ ordmary course of{ regulatory’ programs during 2007 as part clyf the
ongoing cycle of re- regtstrauon in countries around the world. tWe do not anticipate significant impact onIFMC
Agricultural Products sales in 2007 as a résult of any of these agency reviews; at thlS; time, we cannot reasonably

i
ol o |
Speualty Chemicals : ‘ - i i

< . . Year Ended | l Increase/
' . K . , oy December 31, ' (Decreise)
. ' 2006 - 2005 $ %
B P S (in Millions) -
REVENUE .. ovveenennnnns.s . Do 85928 85585 8343 6%
" Operating Profit ......io L Lol s esr 107 10 ‘

Revenue in Spec1alty Chemtcals was $592.8 m1l]|on an llllcrease of 6 percent versus the pnor year driven

~ by higher sales of primary lithium compounds and ci:onttnued strength in BtoPolymens pharmaceutical business.

Segment earnings of $l 18.8 million mcreased 10 percentiversus the prior year. The sales gains, 1mproved
results in BioPolymer's food ingrédients business and the benefit of restructuring initiatives were partla]ly offset
by higher raw material costs and increased spendmg for growth initiatives, i

In 2007, we expect revenue growth in the m;d—smgle dlglls driven by higherlvolumes and higher selling
prices in both lithium and BioPolyme'r Full-year earnings gm\vth of approximately 10% is expected, as a result
of the sales growth and the beneﬁt of producnvrty 1mprovements mtttgated somewhat by higher epergy and raw
matenal costs ; . -

i

!
i

Industrial Chemicala . .
Year Ended | Increase/ |

December 31, (Decrease) |
- 2006 . 2005 - $ % )
B _ o (in Millions) -
e O S L1 $990.9 .$8704  $1205 14%
Operating Profit ... .... AU e - 96.7 83.9 128 15

! |
l l
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Revenue in Indu“,tnal Chemicals was $990.9- million, an increase of 14 percent versus the prior year. The
soda ash buslmess accbunted for the majority of the increase due to significant improvements in both domestic
and export soda ash selling prices and higher volumes North American hydrogen peroxide also benefited from

hlgher sellmg pnces and energy surcharges. _ '

i

) Segment earnmgs of $96.7 million mcreased 15 percent versus the prior year driven by the sales gains,
offset in part by higher energy costs, part1cularly for, natural gas in Spain, higher raw material costs and the
absence of earnings from Astaris, which was divested in November " 2005. Pnor to 1ts divestiture, Astaris

contrtbuted apprOxlmately $i1 million of incomé in 2005 )

For 2007 we expect full-year revenue growth in the m1d teens as a result of higher soda ash volumes and
sellmg prices and volume growth in Foret. Full-year segment. earnings are expected to be level to prior year, as
aggregate price and volume benefits are offset by h1gher energy costs, particularly in Spain, and higher raw

material cost|s . .l‘ : ;. A
I, : ; oo i .
Results of Operatlon‘s—ZO(}S compared to 2004 S L oo

Revenucla for the vear ended December 31 2005 was $2, 1150 2 mllhon, an 1nlcrease of 5 percent compared to
the $2,051.2' million recorded in the prior year perlod This increase was driven by higher sales in all of our
segments, which are discussed separately below. . _ . _ ;

Resrmcturmg and other charges were $40.4 mllllon ($26 1 million after-tax) in 2005 compared to $3.5
million ($2. % millicn after-tax) in 2004, Charges for the year ended December 31, 2005 primarily related to the
closing of our carrageenan plant in Copenhagen, Denmark in our Spec1alty Chemlcals segment, a charge for the
abandonment of certam assets in our Agricultural Products segment and impairmient and shutdown charge at our
‘Spring Hill, West Vlrgmla facility in our Industrial Chemicals' ‘segment. i

| . . :

" The charges of $§ 5. mllhon that we recorded in 2004 were pnmarlly a result of severance costs. Agncultural
Products and Spec1a1ty Chemicals recorded-$3.3 million and $0.3 million, respecltlvely, of these severance costs.
Severance costs in 2004 related to approximately 80 people most of whom separated from us in 2004. We also
recorded $1. 'l million|of charges related to continuing environmental sites. These charges were partlally offset by

non-cash gams totalmg $1.1 million in-Industrial Chem1cals and $0.1.million in Corporate

'
1

Equity in (earnings) loss of affi iliates Equity in (earnmgs) loss of affiliates \!vas $70.6 mlll1on of earnings in
2005 versus| a 1oss of $2.1 million in the prior year. The significant increase was pnmanly a result of $57.7
million ($2 1'7 mllhon after-tax) of earnings recorded in 2005 as a result of a gain in-connection with Astaris’s
sale of substantlally all of its assets. The increase was also a result of income at Astaris up to the date of the asset
sale versus ‘a loss at Astaris in the prior penod The 2004 loss included our portion of the Astaris 2004
‘restmctunng charges of $11.5 mllhon ($7.0 mrlhon after- tax)

i N v .

Invesrment gains for the year ended December 31, 2005 was due to the sale of our 50% equlty rnethod
investment m Sibelco. We recorded a gain of $9.3 million ($2 4 million after-tax) in conjunctlon with thls sale in

|
our consolidated statement of income,

Interest expense, net decreased to $58.1 million compared to $78.4 million in 2004. The decrease primarily
reflects. lower 1nteresl costs and debt levels in the year ended December 31, 2005 compared to the prior year. The
decreases were due lo our debt refinancing in October 2004 and June 2005 and the redemption of the :10.25
percent Semor Notes i in July 2005.

Loss on extmgmshmem of debt was $60.5 million ($37 4 million after-tax) for the year ended Deceimber 31,

2005 compared to $? .9 million ($6.0 million :after-tax) in .2004. In,2005; 1n connection with -our Industrial
Revenue Bond refinancing, we incurred an approx1mate $2.1 million loss and in connection with enteringinto

l
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the 2005 Credit Agreement we wrote off approxrmately $1 2 mrllron of deferred financing fees assocrated with
the previous agreement and $0.6 million of fees assocrated w1th the new agreement. Additionally, in 2005 we
mcurred a loss of $56.6 million associated w1th the redemptron of the IO 25 percent Senior Notes. ‘ ‘

"The 2004 loss represents the unamortized feels from « our 2002 credrt agreement that were written off| when

we refinanced it in October 2004, , ok l
1 !

Prov:saon (benef it} for income taxes was an expense “of $82 3 million in 2005 compared. with a benefit of
$44.5 million in 2004 reﬂectmg effectwe tax rates of 42.6% and (33.9%), respectively. The change was pnmarrly
due to tax adjustments in 2005 which mclude income taxes associated with the repatriations under the American
Jobs Creation Act (AJCA). ‘Excludmg the.effect of these tax adjustments, which areldrscussed below, the change
from 2004 to 2005 is prrmaply a result of the mix of domestic income compared to mcome earned outside 'of the
U.8.; dividends recerved from foreign-operations and valuation allowance adjustments., . l
: I ' '

2005 tax adjustments of $21 .7 million primarily mcludes charges of $3l .9 million assocratedl with
repatriations, net tax benefits of $19.2 million prlmanly related to agreement on certain prior year tax matters
previously reserved and charges of $9.5 mtlhon associated w1lh'adjustments 0 deferrfed tax liabilities.

i .

2004 tax ad]ustments of $71.0 million’ of beneﬁts pnrnanly includes a tax benefit of $38.6 million from an
adjustment to income tax liabilities due to a December 2004 pronouncement from the Internal Revenue Servnce
(“IRS”), a tax benefit of $31.1 million primarily related to va]uatron allowance adjulstments and a tax benefit of
$1.3 'million resultmg from a refund received from the IRS . 3'

I

Dtsconrmued operanons, net of income tax totalecl a galn of $6.1 million in 2005 versus a loss of !$15 4
million in 2004, The 2005 het gain includes income of $29.2 million related to completron of sale to the city of
San Jose, California of approxrmately 52 acres of land used by our former Defense Systems operations. ananly
offsetting this income in I2005 were net- environmental and legal charges of $23.4 million. Discontinued
environmental and legal charges include envrronrnental remediation costs at sites of discontinued busmessles for
which we are responsible for environmental complrance The charges in 2005 were pnmanly related to our IFront
Royal and Middleport sites' and in recognition of our share of lhablhtres related toa consent order between the
EPA and the priinary responsrble pames at the Anmston site. T

\ 4
N L)

! |
2004 charges prrmanly include amounts totaling $11.4 rmlhon to increase our reserves for environmental
issues at two sites in New Jersey and at our M1ddleport New York site. |

i
Cumulauve ejfect of change in accountmg prmczple net of income tax. On December 31, 2005 we
adopted FASB . Interpretatron No. 47 Accountlrng for Condrtronal Asset Rettrement Oblrgatlons ' The
cumulafive effect of adopnon was a charge of $0.5 mllllon (Seel Note 2 1o our consoltdated financial statements).

Net Inccme decreased to $l 16.6 mrlhon in 2005 compared wrth $160 2 million ln 2004 primarily as a result
of changes in the after-tax ‘items included,in net 1ncome described above. The change in these items wals the
primary driver behind the decrease in net’ income from 2004 ;to 2005. Partially offsetiing the decrease in net
income in 2005 was hlgher earnings from our.. Agncultural Products, Spec1alty Chemicals and Tndustrial
Chemicals segments and a decrease in interest expense

, !
l

Corporare Expenses increased 12 percent to $45 1" mrll10n in 2005 from $40{3 mrllton in the prior lyear

mostly due to hrgher legal elrpense and higher ernployee costs l ' i

Other Fmancral Data - ;

Other income and expénse, net is compnsed prrmanly of LIFO inventory adjustlrnents pension expense and
realized foreign currency gams and losses. Other i 1ncome net mcreased to $13.9 milljon from $4.6 million in the
prior'year due to the impactlof the LIFO adjustment and gam related to the settlement of certain energy contracts
in the first half of 2005. . . | l
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: Segment Results 2005 compared to 2004 -

3 higher sales in South’ America,” Asia and Europe and. the favorable tmpact of. manufacturing product1v1ty

+

F

'

$
o
- »

i

4

Inforrnatlon about how &ach’ of these 1tems relates to our-businesses at the segment ievel and results by
'segment are"d1scussed below and in Note 19 to our consolldated ﬁnancral statements 1ncluded n thrs Form 10-K.,

|' T : - A _
; Agr_i_culturalProductsx - ';' _ T e e BT
e T P . S Lo . YearE:rded" . Increase/ .
b l o g B Decemnber 31,7~ (Decrease} ~ ~  Tx
IR T L. Tams- | 2004 08 - %
-, j L : L ' St - | (in Millions) ., - _
‘Revenue .. ... ..., e L. (87245 $703.5 $2l 0, 3%
Operatlng]’roﬁt...."fq'..‘.‘..._.:;":..':”.;..............‘. 1248 s1184 64 5 !-

; . o

Revenue mcreased 3: percent - VErsus the prior year, dnven by. stronger 1nsect1c1de and herbicide sales in -

:-'South Amenca ‘Asia and Europe Revenues in North America were. lower compared with the pnor year pnmanly' g
“-due’to the 1rinpact of generic; btfenthnn competmon o L -

t
- -.,%A-

Segment earmn1gs were $124 8 million, an mcrcase of 5 percent from the year earher as a result of the.

l
initiatives, which more than offset the 1mpact of genenc bifenthrin competmon in"North Amenca and hrgher raw

l .
S matena.l and energy costs L N S E . ~
Specialty (l:hemlcals T e e - o
K T ST . R T Year El{tded Increase/ '
B I o + " Decembér 31, (Decrease)
- v Lo . S ' 2005 l 2004 $§. @ ;
. l‘ | T - CTTT Gestiony) - T L
Revenue R T e $558 5 $$538 0 $205 4% B
L Operatmg Proflt FELERETR L. peses. 108, 1] 9.1 120 12~

) Revenue 1ncrea',ed by 4 percent Versus the prior year dnven by strong global demand and higher pricing in
pharmaceuncal polyper and energy storage markets for lithium." Sales i in B10Pdlyrner were essentially level to.a
year ago'as the tlrmng of demand in the pharmaceutical and personal care markets offset mcreased demand in
food 1ngred1ents R R Cm . ; -
Segment eammgs mcreased 12 percent versus the pnor year’ The strong lithitim performance unproved .
results in the BtoPolymer food mgredlents busmess and the beneﬁts of B1oPolymer restructurmg initiative$ were -,

partrally offset by h1grher raw matenal and energy costs ) :
t .

Industnal Chemlcals S . S S
r | ‘ e R N YearEnded . - - Increasel * - .
' | e " . _December 31, (Decrease) - .-
‘ R T 2004 . _$,.; %
. i E : e L P (lilllons} PO
Revenue ......... e v 58704 5 1_$813 7 $56 7. 7%

. Operating Proﬁt ...... ': .......... SO e 839 | 573 266 46
. OARNS ¥ .
o Reveniue in lndustnal Chemtcals was $87O 4, mtlhon an mcrease of 7 percent versus the pnor year. ngher
soda ash sa|les accounted for. the majorlty of the increase due to srgmﬁcant 1mprovements in both domestic and
* export soda ash selllng prices. North Amencan hydrogen peroxlde and Foret-also beneﬁted from hrgher sellmg
pnces dunng 2005

: o]
Segment earnmgs of $33 9 million increased 46 percent versus the pnor year driven by hlgher selling pnces .
‘across”the group and 1mp10ved earmngs’from Astans offset in part by the[Granger soda ash plant startup

expenses and higher raw material, energy-and transportation costs.” ; -
i ! .
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reflecting 1mproved prlcmg,’lower costs and the full -year beneﬁt of the restructuring completed in 2004,

Recently Adopted and Issued Accounting Pronouncements and Regulatory Itemsr

See Note 3 to our consolidated financial statemients 1nc_luded in this Form 10-K E
[ o l
I

n
f
|
|
\
\
|

; |

Prior to its divestiture’ in November, Astarts contributed -approximately $11 mrlhon of income in ‘2005,
t

Liquidity and Capital Resources : Lo }

' : |

. B i '
Domestic Credit Agreement ‘ , ,

On June 21, 2005, we executed a new $850. 0 million, ﬁve -year credit agreement (the “Domestic Credit
Agreement”), which providéd for a $600.0 million revolvmg credit facility ($250.0 rnllhon of which is available
for the issuance of letters of credit) and a $250.0 'mtlhon term loan facility. The mrtral borrowings under the
Domestic Credit Agreement Wthh is unsecured, were used to prepay all borrowmgs and terminate the previous

- $600.0 million senior secured credit agreement. The $250.0) million term loan under the Domestic Credtt

Agreement was prepaid on December 21, 2005 wrth proceeds from the European Credit Agreement, as described
below No further borrowmgs are permttted under the term loan facrhty | ‘
|

Obligations under the Domesttc Credrt Agreement bear interest at a floating ralte which is, at our optron

.either a base rate or a London InterBank Offered Rate (“LIBOR”) plus an appltcab]e margin. The appltcable

margin is subject to adJustment based on the rating assigned to the revolving credit facrhty by each of Moddy 8

Investors Service, Inc, (“Moody’s") and Standard & Poor’s Corporatlon (“S&P™). At December 31, 2006 the

applicable margin on LIBOR- based loans was 0. 75*percent At December 31, 2006 1f we had borrowings under
our Domestic Credit agreement then the applicable rate would have been 6.07 percent per annum. ‘

" In connection with entermg into the Domesttc Credtt Agreement, we wrote off $1.2 million of deferred
ﬁnancmg fees associated with our prevrous credit agreement and $0.6 million of fees associated with thelnew
agreement In addition, with the prepayment in December 2005 of the term loan under the Domestic Credrt
Agreement we wrote-off $O 1 million of fees assocmted with that facility. These fees were previously inctuded
as a component of “other assets in our consohdated balance sheet and were recorded as “loss on extmgulshment
of debt” in the consolidated statements of income for the year ended December 31, 2005 \

European Credtt Agreement , i

i .
On December 16, 2005I our Dutch finance subsndrary executed a new Credit IAgreement (the “European
Credit Agreement "} which provides for an unsecured revolvmg credit facility in the amount of €220,000,000,
equtvalent to approximately US$260 million. Borrowmgs may be denominated in euros or U.S. dollars. FMC and
our Dutch finance subsidiary’s direct parent provrde guarantees of amounts due under the European Credit

Agreement ! ! ' l

- |
Loans under the European Credit Agreement, bear interest at a eurocurrency base rate, which for Iloan's
denominated in euros is the Euro Interbank Offered Rate, and for loans denominated in dollars is LIBOR in each
case plus a margm The applrcable margin under our European Credlt Agreement is subject to adjustment b'ased
on the rating’ assigned to the facility or, if the facrhty is not rated to FMC by each of Moody’s and S&P. At
December 31, 2006 the apphcable margin was 040 percent: and the apphcable borrowmg rate under the

European Credit Agreement | was 4.12 percent per anpum. : :
' t

Among other restrictions, the Domestic Credit Agreement and the European (Credit Agreement contam
financial covenants apphcable to FMC and its consolidated subsidiaries related to leverage {measured as the rauo
of adjusted earnings to debt) and interest coverage (measured as the ratio of mterest expense to adjusted
eamnings). We were in compliance with all covenants at December 31, 2006. 1 }

t | .
. |
10.25 percent Senior Notes Redemption ‘ { | ;

On July 21, 2005, usmg proceeds of borrowrngs under the Domestic Credit Agreement and cash on hand

we redeemed all of our 10.25 percent Senior Notes due 2009 outstandtng in the aggregate principal amount of
i 1
| 40 : ! \
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$355.0 mllllon Pursuant to the terms of the Senior Notes and the related mdenture we paid a redemption
premium of $44.0 mllllon In connection with the redemption of our 10.25 percent Senior Notes, we wrote off
5114 million of deferred financing fees. These amounts, along with the settlement of a related interest rate lock,
resulted in a'“loss on the extinguishment of debt” of $56:6 million in the consolidated statements of income for
the year ended December 3l 2005

Sweerwater Coum‘y Industrial Revenue Bond Refunding

On December 13, 2005, we refinanced $90.0 million aggregate principal amount of Sweetwater County,
Wyoming mdusmal revenuc bonds issued in 1994 through a new industrial revenue bond issue in the same
principal amount We reduced our average interest cost from 6.95 percent per annum t6 5.60 percent per annum
and extended the matunty date by 11 years. The 1994 bonds were legally defeased by deposit with the trustee of
the proceeds of the new bond issue and other funds provided by FMC, and the bonds were subsequently
redeemed with a 1 percent redemption premium on January 17, 2006. This refinancing resulted in a charge of
$2.1 mllhonlthat is also included in “loss on exungulshment of debt” for the year ‘ended December 31,.2005

3
- At December 31 2006 we had $196.4 mllllon inU. S dollar equivalent revolvmg credit facrhty borrowings .
under the European Credlt Agreement resultmg in available funds of $91.7 million. This facility was fully drawn
at December 31, 2005

We-had no bomi)wings under our Domestic Credit Agreement at December 31, 2006 and 2005. Letters of
credit outstanding ulnder the Domestic Credit Agreement -totaled-$144.5 million and $147.4 million at
December 31, 2006 and December 31, 2005, respectively. Available funds under the Domestic Credit Agreement
were $455. 5 mllllon at December 31, 2006 and $452.6 million at December 31, 2005

Cash and cash equtvalents at December 31, 2006 and December 31, 2005 were $165.5 million and $206.4
million, respectively. |We had total debt of $629.7 million and $720.2 million at Decernber 31, 2006 and 2005,
respectively. This mcluded $523.5 million and $639.8 million of long-term debt (éxcluding current portions' of
$£52.5 mllhon and $0 9 million) at December 31, 2006 and 2005, respectively. Short-term debt, which consists
primarily of ;foreign borrowmgs decreased to $53.7 million at December 31, 2006 compared to $79.5 million'at
December 3l 2005| The $64.7 million decrease in total. long-term debt: at December 31, 2006 from .
December 31, 2005 was primarily due to partial repayment of our European Credit Agreement offset by higher
‘exchange rates for [hei euro against the U.S. dollar. ) . :

4]

Statement of Cash Flows ;

Cash provided by operating activities was $307.2 million for 2()06 compared t0 $199.6 million for 2005 and
$239.0 million for 2004. The increase in cash provided by operating activities in 2006 compared to 2005
reflected hléher earnmgs from contmumg operations and improved working capital management in inventories
and accounts payabie These were partially offset by an increase in accounts receivable balances. The decrease in .
cash provided by operating activities in 2005 compared.to 2004 was due to our reduction in the use of vendor
finance guarantees co;upled with a decrease in accounts payable, which were offset by higher earnings..

Cash requrred b'y operating activities of discontinued operations was $43. 2 million for 2006 compared to
cash provrded of $17 4 million and cash requrred of $28.3 million in 2005 and 2004, respectively. The decrease
in 2006 compared to I2005 was due to higher environmental spending in 2006 and lower cash proceeds of $25.3
million from the sale of a portion of our San Jose property in 2006 as compared to similar proceeds of $56.1
million in 2005 The [majority of the spending for our discontinued operations is for environmental remediation
on discontinued sites. Discontinued environmental spending was $44.1 million in 2006 compared to $24.4
million in 2(])05 and $20 5 million in 2004. :

Cash'required by investing activities was $109.8 million, $6.4 million and $114.6 million for the years
ended December 31,'2006, 2005 and 2004, respectively. The increase in cash required in 2006 was a result of
1 , ' .
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lower asset sale proceeds, primarily the asset sale of our former phosphorus joint 'venture, Astaris. Thisf sale
coupled with the sale of our investment in Sibelco was the primary reasons for the change from 2004 to 2005.

Cash requnred by financing activities for 2006 was $198. 5 million compared to cash required of $215 3
million in 2005. In 2004, cash provided by ﬁnancmg activities was $46.1 million. The decrease in 2006
compared to 2005 was primarily due to the redemption of all of our 6.75 percent medium-tern notes due 'May
2005 and all of our 10.25 percent Senior Notes due November 2009. The redemption of our 10.25 percent Semor
Notes included a redemption premium of $44.0 million, Partlally offsetting this change was the repurchase of
$92.2 million of common stock and the payment of $21.0 million in dividends in 2006 ;

For the years ended December 31, 2006, 2005 and 2004, we coniributed appr0x1mate1y 235,000, 264 000
and 136,000 shares of treasury stock to our employee benefit plans having a cost of $l7 3 million, $14.9 ml{lllon
and $3.6 million, respectlvely, which is considered a non-cash activity. ¥ |

o " ‘ I
Commitments and other potentlal liquidity needs oo ; l

Our cash needs for 2007 include operating cash reqmrements capital expendltLures scheduled mandatory
payments of long-term debt, dividend payments, environmental spending and restructuring. We plan to meet our
liquidity needs through available cash, cash generated from operations and borrowings under our $£600.0 rmllmn
committed revolving credit fac111ty _ |

We continually evaluate our options for divesting real estate holdings and property, plant and equipment
that are no longer integral to any of our core operating businesses.

Projected 2007 spending includes approximately $45.0 million of environmental remediation spending. iThis
spending does not include expected spending of approximately $10 million in 2007, respectively, on capilal
projects relating to environmental control facilities. Also, we expect to spend in the range of approximately $25
million to $26 million annually in 2007 for environmental compliance costs; which we will include as a
component of cost of sales in our consolidated statements of income since these amounts are not covered by
established reserves. Capital spending to expand, maintain or replace equipment at our production facilities may
trigger requirements for upgrading our environmental ,controls, which may increase our spending’ for
environmental controls above the foregoing pro;ectlons ‘ ; |

b

+ ' - l
We have historically made voluntary pension payments and plan to make payments totaling approximately

$30 million in 2007. We also have execulive severance guidelines and changes of control arrangements which

are described in our proxy statement. oo L
‘ \

On February 24, 2006 our Board of Directors approved the initiation of a quarterly cash d1v1dend of $0 18
per share. In 2006, we declared dividends totaling $27.8 million. Additionatly, ;the Board authorized the
repurchase of up to $150 million of our common stock. Shafes may be purchased through open market or
privately negotiated transactions at the discretion of management based on its evaluatlon of market condmons
and other factors. Although the repurchase program does not include a specific timetable or price targets and’ ‘may
be suspended or terminated at any time, we expect that the program will be accomplished over the next year.
During 2006, we repurchased 1,414,389 shares at an aggregate cost of $90.0 million under this program.

In 2001, we split FMC into separate chemical and machinery companies and we refer to the spun-off
company, FMC Technologies, Inc. as “Technologies” throughout this Annual Report. We agreed to gua.rantee the
performance by Technologies of a debt instrument (see Note 18 to the consolidated financial statements in'  this
Form 10-K). As of December 31, 2006, these guaranleed obhgauons totaled $2.4|million compared to $3.2
million at December 31, 2005 . [ |

!

We guarantee repayment of some of the borrowings of certain foreign equity metlhod investments. The dther
investment owners provided parallel agreements. We also guarantee the repayment of the borrowing of a
minority partner in a foreign affiliate that we consolidate in our financial statements. [As of December 31, 2006
these guarantees had maxtmum potential payments of $8.2 mllllc;n
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We also provide guarantees to the financial institutions on behalf of certain Agricultural Product customers,
principally i m Brazil, for their seasonal borrowing. The total of these guarantees was $25.6 million and $30.4
million at December 31 2006 and 2005, respectively. These guarantees are recorded on the consolidated balance
sheets for each date as guarantees of vendor ﬁnancmg " o

l

Short-term debt ilonsmted of foreign credit lines at December 31, 2006 and December 31, 2005. We provide

parem-compnny guaramees to lending institutions providing credit to our foreign ‘sub51d1anes

Qur tolal significant committed contracts that we beheve will affeet cash over the next four years and
beyond are as follows; " - !

Contracmal Commltments . . . Expected Cash Payments by Year

¥ . 2011 &
; : .2007 2008 2009 2010 beyond _ Total
o o . (in Millions)
Debt maturities (1) e $1062 .$ 77.8 $ 2.1 $208.9 $2352°$ 6302
Contractual interest (2) ... " .. e 203 © 249 229 224 2090 3085
Lease obllgatlons (3) [... . 276 257 249 23.6 1271 2289
Forward energy and forelgn exchange contracts ....... 247 . 01 . — — 248
Purchase Obhganons @) 48477 133. 32 25 72 746
Total ..... ;. e l ................ e Ve $236.2 .$141.8 E&_l $257.4 35785 $1,267.0
| ’ = — —
(1) Excludmg d1sc0L|mts ) N ‘l

(2) Contractual interest is the interest we ‘are contracted to pay on our long- -term debt obligations. We had $293
million|of long-tlerm debt subject to variable interest rates at December 31 |2006 The rate assumed for the
variablé interest|component of the contractual interest obligation was the'rate in effect at December 31,
2006. Variable rates are market determined. : I

(3) Before recoveries. - + - - - =

(4) Purchase obllgauons consist of agreements to purchase goods and services that are enforceable and legally
b1nd1ng on us ancl spec1fy all significant terms, including fixed or minimum quantities to be purchased, price
provisions and tlmmg of the transaction. We have entered into a numberof purchase obligations for the
sourcing of materials and energy where take-or-pay arrangements apply. Smce the majority of the minimum
obligations unde'r these contracts are take-or pay commitments over the life of the contract as opposed to a
year by year take-or-pay, the obligations in the table related to these typesiof contacts are presented in the
earliest'period i in which the minimum obligation could be payable under these types of contracts.

-
¥

i
!
Contingencies !
T
When Technologies was split from us in 2001, we entered into a tax sharing agreement wherein each
company is obligated. for:those taxes associated with its respective business, generally determined as if each
company - filed - its mlwn consolidated, combined or unitary tax returns for any period where Technologies is
included in the consohdated combined or unitary tax return of us or our subsidiaries. The statute of limitations
for. the 2001 U.S. fe(leral income tax year has now closed and no questions regarding the spin-off were raised
during the IRS audit for 2000-2001, therefore any liability for taxes if the spin-off of Technologies were not tax
free due 10 an acticn laken by Technologies has been favorably concluded. The tax sharing agreement continues
to be in force with respect to certain items, which we do not beheve would have a matenal effect on our financial
condition or, ‘results of operatlons

v

. g !

Dunng 2004, we reached agreement in principle with the EPA and the U.S. Department of Justice to settle
certain llabllmes at two énvironmental remediation sites in New Jersey. A Consent Decree was negotiated and
agreed and became ﬁnal upon entry by the Court in early October 2006, requ1r1ng a payment by the company in
the amount of $18 million; :
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On October 14, 2003, Solutla our joint venture partner in Astaris, filed a lawsurt against us with the Clrcutt
Court of St. Louis County} Missouri claiming that, amonyg other things, we had breached our joint venture
agréement due to the alleged failure of the PPA technology we contributed to Astans and also failed to drsclose
the information we had about the PPA technology Solutia dlsmlssed this Mtssoun lawsuit in February 2004
after it had filed a virtually identical 1awsu1t in the U.S. Bankruptcy Court in the Southem District of New York
Solutia had filed for Chapter 11 bankruptcy protectlon in that same court on December 17; 2003, Our motion to
remove the lawsuit from Bankruptcy Court was granted onJ une| 18,2004, and the matter is now pending in|U.S.
Drstnct Court for the Southern District of New York On March 29, 2005, the court dismissed certain of the
claims relating to the alleged failure of the PPA technology for lack of standing on the part of Solutia. TheIPPA
technology was notiincluded in the sale to ICL described in Note 5 to the consohdated financial statements m this
Form 10-K and will continue to be owned by Astaris, now known as Siratsa, LLC A trial in this matter is
scheduled to occur in April 2007 although the Court has rejected Solutia’s demand for ajury.

] l

On January 28 2005 we and our wholly owned subsrdlary Foret received a Statement of Ob]ectrons from
the European Commission concemmg alleged vrolatrons of | competttlon law in the hydrogen peroxide business in
Europe during the period 1994 to 2001. All of the srgmﬁcant European hydrogen peroxide producers‘also
received the Statement of ObJectrons We and Foret responded to the Statement of Objecuons in April 2005 and a
hearing on the matter was held at the end of June 2005 On May!3, 2006, we received a notice from the European
Comn‘ussron indicating that the Commission has 1mposed a t1ne on us in the amount of €25.0 million as a rlesult
of alleged violations during the period - 1997-1999. In connecnon with this fine, we recorded an expense of |U.S.
$30.0 million in our consolidated statements of 1nc04me This expense is included as atcomponent of restructuring

" and other charges. Both we and Foret have appealed the decrsron of the Commission.! ! During the appeal process,

interest accrues on the fine at a variable rate, which as of December 31, 2006, was 4 I percent per anhum; We
have provided a bank letter of credit in favor of the’ European Commrssnon o guarantee our payment of the fine
and accrued interest. At December 31, 2006, the amount of the letter of credit. was €26 0 million (U.S..$34.0
million). . A } * - . ;

We also received a subpoena for documents from a grand j jury sutmg in the Northem District of Calrfo‘rma '
which is investigating anticompetitive conduct in: the hydrogen peroxrde business in tlhe United States dunng the
period 1994 through 2003. At this time, we do not believe the investigations aré related In connection with' these
two matters, in February 2005 putative class action complamts were filed agarnst all of the U.S. hydrogen
peroxide producers in various federal courts alleging vrolatrons of antitrust laws: Federal Law prov1desithat
persons who have been 1nJured by violations of federal anti- trust law may recover three times their actual damage
plus attorney fees, Related cases were also filed in varrous state courts. All of the federal court cases were
consolidated in the United States District Court for the Eastern District of Pennsylvama (Philadelphia). lThe
District Court certified the class in January, 2007. Most of the State court cases have been dismissed, although

some remain in California. In addition, putatlve class actions have been filed in provmcnal courts in Ontano

‘ Quebec and British Columbta under the laws of Canada f |

| , l
J N {

Another ann-trust class action prevrously brought in Federal Court in the Eastem Dlsmct of Pennsy]»!ama
alleging violations of antitrust laws involving our mrcrocrystallme cellulose product was settled for $25.0
million, the same amount pald by our co-defendant Asaht Kasei Corporatton The Cort approved this settletlnem
in November 2006. The claims of plaintiffs who opted out of the class settlement wére also settled late in- 2006
for $0.7 million. Two related state court cases remarn pending in California and Tennessee . '

Lo - < i ' g

" We have certain other contingent liabilities ans:ng from l1t1gatton claims, performance guarantees and other

commttments incident to the ordinary course of: business. l?ased on information currently available ‘ and

t
- established reserves the ulttmate resolution of our known eonttngenmes including the matters described in Note

i :
18 to the consolidated ﬁnancral statements, is not expected to have a material adverse effect on our consohdlated
financial position or lquIdlty However, there can- be no assurance that the-outcome pf these, conttngenc1e3|w1ll
be favorable, and adverse results in,certain of these contingencies could have a material-adverse effect on our
consolidated financial position, results of operations or liquidity. ! i
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Ofl'-BaIance Sheet Al‘rangements

We do not have any significant off-balance sheet arrangements that are reasonab]y likely to have a current - l

or future effect on our financial  condition, “results of operations, liquidity, capltal expenditures or caplta]

‘resources. [ r
. il

¥

Dividends ' ,

On February 24, 2006 our Board of Dlrectors approved the initiation of a quarterly cash dividend of $0. 18

~per share. In 2006, we declared dividends aggregating $27.8 million to our shareholders of record. Of this

amount $6.8|million Itla included in accrued and other liabilities on the condensed consolidated balance sheet as of
December 31, 2006. We paid no cash dividend in 2005 or 2004. - :

ITEM 7A. lejAN’lI‘ITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Qur earnings, cash flows, and financial position are exposed to market risks relating to fluctuations in
commodlty pnces interest rates and foreign currency exchange rates. Our policy is to minimize exposure to our
cash flow over time caused by changes in commodity, interest and currency exchange rates. To accomplish this
" we have 1mp1emenle(l a controlled program of risk management consisting of appropriate derivative contracts

|
entered into with major financial institutions.

|

The analysis bel‘ow presents the sensitivity of the market value of our financial instruments to selected
changes in market ratcs and prices. The range of changes chosen reflects our view of changes that are reasonably
possible over a one—year period. Market-value estimates are based on the present value of projected future cash
flows considering lhe|market rates and prices chosen. We calculate the market value foreign currency risk using
third-party software incorporating standard pricing models to determine the present value of the instruments
based on market conditions (spot and forward foreign exchange rates) as of the valuation date. We obtain
estimates of the mark(;.t value energy price risk from calculations performed 1ntema11y and by a third party.

At December 31, | 2006, our net ﬁnancral instrument posmon was a net llabnllly of $24.8 million compared to
a net asset of $23.2 mlrllron at December 31, 2005. The change in the net financial instrument posmon was due to
larger unrealized losses in our commodity portfolio attributable to lower market prices relative to our hedged
prices. !

- Commedity Price Risk ] _

Energy fcosts are approximately 12 percent of our cost of-sales and services and are well balanced among
"coal, electn'c'ity and natural gas, and to a lesser extent, oil. We attempt to mitigate our exposure to increasing
energy costsiby hedging the cost of natural gas and oil. To analyze the effect of changing energy prices, we have
performed a'sensmvn‘y analysis in which we assume an instantaneous 10 percent change in energy market prices
from their le‘vels at December 31, 2006 and December 31, 2005 with alt other vanables (including interest rates)
held constant. A 10 percem increase in energy market pnces would result in a decrease of the net liability
position of $13.6 million at December 31, 2006 compared to a $16.5 million i mcrease in the net asset position at
December 31, 2005. A 10 percent decreasc in energy market prices would result in an increase of $13.6 million
in the net liability posmon at December 31, 2006. A 10 percent decrease in energy market prices would result in
a decrease 011’ $i6.5 mllhon in the net asset position at December 31, 2005,

b | ‘

Foreign Currency Eyrchange Rate Risk

)

The pnmary currencies for which we have exchange rate exposure are the U S. dollar versus the euro, the
euro versus the Norwc'.glan krone, the U.S. dollar versus the Japanese yen and the U.S. dollar versus the Brazilian
real. Foreign currenc:} debt and foreign exchange forward contracts are used in countries where we do business,
thereby reducing ourlnet asset exposure. Foreign exchange forward contracts are also used to hedge firm and
highly anticipated foreign currency cash flows.
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To analyze the effects of changing foreign currency rates, we have performed a sensmvnty analysis in VB!’thh
we assume an instantaneous 10 percent change in the foreign currency exchange rates from their levels at
December 31, 2006 and December 31, 2005, with all other variables (including mterest rates) held constant. /A 10
percent strengthening of hedged currencies versus our funcuonal currencies would have resulted in a decrease of .
$19.4 million in the net asset position, and as a result, would have changed the net asset position into a net
liability position at December 31, 2006. A 10 percent strengthening of hedged currencies versus our functwna]
currencies would have resulted in a decrease of $9.3 million in the net asset position, and as a result, would havc
changed the net asset position into a net liability position at December 31, 2005. A 10 percent weakenniig of
hedged currencies versus our functional currencies would have resulted in an increase of $17.9 million in the net
asset position at December 31, 2006, compared to an increase of $7.9 million in the net asset positic;m at
December 31, 2005. . F

. : . | | |
Interest Rate Risk : i ’ | ) { :
. {

One of the strategies that we use to manage interest rate exposure is to enter into interest rate swap
agreements. In these agreements, we agree to exchange, at specified intervals, the dlfference between fixed and
variable interest amounts calculated on an agreed-upon notional principal amount. In 2003, we entered into
swaps with an aggregate notional value of $100.0 million. In 2005, we terminated these swaps at a net cost of
$2.7 million and redeemed the underlying debt. As of Decémber 31, 2006 we had no interest rate swap
agreements. . .

Our debt portfolio, at December 31, 2006, is composed of 54 percent fixed-rate debt and 46 pei’cent
variable-rate debt. The variable-rate component of our debt portfoho prmc1pal|y consists of foreign bank
borrowings and variable-rate industrial and pollutm‘n contro! revenue bonds and borrowings under our European
Credit Agreement. Changes in interest rates affect different portlons of our variable-rate debt portfolio in
different ways. - - . o . Jf 1

« . . .

Based on the variable-rate debt in our debt portfolio at December 31, 2006, a one percentage point increase
or decrease in interest rates then in effect would have mcre.:sed or decreased mterest expense for 2006 by|$2 9
million. ‘ ‘
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FMC CORPORATION

'CONSOLIDATED STATEMENTS OF INCOME

;

. ¥

: i . ; v
Revenue ............... e, S Lo b

Costs and expenses N ' i
Costs of sales and services .................... AP
Selling, general and administrative eXpenses . ................vvuuein...
Research and development €Xpenses . ...............iineiihnimennrnnns
In-process research and development . ........... e e
Restructuring and other charges ................ Vo S
Total costs and eXPeNnses . . ... ........oueuiroeieinae it

Income from continuing operations before equity in (éamings) loss of affiliates,
investment gains, minority interests, interest income and expense, loss on
extinguishment of debt, income taxes, and cumulauve effect of change in

accounting principle ................. e e e
Equity in (carnings) loss of afﬁllates ...... e L
: 1
Investiment aims . ... ... it e
MINOTEY INETESLS . . . ot v vt e e s et e e e e e e e e s et v e
Interest iNCOME ... ..ot i
Interest @Xpense . . ........oviiirnn i e ar e
Loss on extinguishmentof debt ...................... Cenele e
- Income from continuing operations before income taxes and cumulauve effect
of change in accounting principle . . ... .. e e e
Provision {benefit) for income taxes ............. e e
Income from continuing operations before cumulative effect of change in
accounting principle ................ e e e
Discontinued operations, net of income taxes .. .............. L
. Cumulative effect of change in accounting principle, net of incon}e taxes .....
Netincome ...... Lo PR Sl R e A
Basic earnings (loss) per cor:nmon share
Contiriuing operations . .. .. e R
Discontinued operations ................ e e
Cumulative effect of change i m accounting prmmple .......... e
Net income ! ............
Diluted earnings (loss) per common share o
Continuing operations . .........o.viveeiiunnannen ., e
- " . 1 '
Discontinued Operations .................coiiiiiaia.... e
Cumulative effect of change in accounting principle .....................
Net income ... .. e S e
.
1 oo
S
|

i
Year Ended December 31,
2006 2005 2004

(in Millions, Except Per Share Qata)
$2,3f¥7.0 ~$2,150.2 $2,()5I 1.2
|

16365 1,505.5 14742
2849 2704 2548
96.9 944 934
20 — —
748 . 404 |35

2,095.1 19107 18259
] !

! |
' i

2519 2395 2253
@3 08 |2l
— ©3) =
1 7.8 7.5 138
Oy @) @S,
420 623 809
— 605 199
i |
2135 1933 131
687 823 (445)
48 1110 1756
(12.8) 61  (i54)
i — 0.5) —

$ 1320 § 1166 § 1602
{ 1

$ 378 § 295 $ 485
©33) 016  (042)
i— (0.01) —

$ 345 § 310 § 443
| -

$ 367 $ 283 $ 470
©33) 015 (042)
— 0.01) —

4.28

$ 334 % 297 §

!

I

The accompanying notes are an integral part of these consolidated ﬁnancil‘al statements.
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! | FMC CORPORATION -
! CONSOLIDATED BALANCE SHEETS -~ }
. ; : I . - . : December 31,
o | 2006 2005
2| | ' o {in Millions, Except Share
L B and Par Value Data)
oo . ASSETS ,
- Current assets ' ; . oL
Cashandcashequlval‘.nts............................................}. - $ 1655 § 2064
Trade recelvables net of allowance of $13.5 in 2006 and $11.0in2005........}. . 5379 . 494.3
Inventories .i....... P TpY e <2194 T 2163
Prepaid and other cum,nt assets ........... e e 913 115.5
Deferred income taxes . . . . . 53.7 31.9
'Totalcurren!tassets...; ......... e S 1,067.8-° - 1,064.4
Investments ... .. L ST e 22.1 25.3
Property; planl and cqulpment 1T S - 1,025.1 1,012.0
Goodwill [.\...... 1 . 163.6 148.6
. Otherassets ... ... ... 125.6 115.1
" Deferred income BAXES - o v eeee e e e 330.8 374.6
Total assets‘ ........ | e e $2,735.0 $2,740.0

|
L[ABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities . ' i
Short-term debt e e e . % 537 $ 795
Current pomon of lcmp-term debt ................... T e 525 09
Accounts payable tra(le and other ............ e U S 301.4 .301.0
. 'Accruedandlotherllabllmes ........... T 178.1 166.6
Accrued payroll ... 1. oo e, ST S ceiei. 504 53.5
Guarantees of véndor financing .. ... : e A e 256 30.4
Accrued penswns and ‘other postreuremem ‘benefits, current: ...t 7.5 - 109
' lncometaxes ‘ ................................ S S © 333 16.5
Total currerft lnabllmes ...................... i L 7025 659.3
Long-term debt, less current POFLON « oo\ veeeeneennen S T L.~ = 5235 639.8
Accrued pension and other postretirement benefits, long-term ............... L 132.9 © 1316
Environmental liabilities, continuing and dnscontmued ..................... .. 157.8 163.4
Reserve for. dlsconlmuLed T 2114 14)) A 36.3 66.7
Other long-térm’ llablhues e e et 1035 - 68.4
Minority mterests in consolldated COMPANIES . ...ttt eren e e e . 59.0 515
Commitments and conungem liabilities (Note 18) ~ ) :
Stockholder:la equltyl - ‘
Preferred stock no par value, authorized 5,000,000 shares; no shares issued or - )
outstandmg1n20060r2005..........................................* — 7 —
Common stock, $0. 10| ipar value, authorized 130,000,000 shares in 2006 and 2005, + ' '
46,495, 948 in 2006 and 45,972,580 issued in 2005 ... .. e e 4.6 4.6
Capital in excess of par value of common stock O .. 4310 4277
Retamedeammgs N e e e i e 1,166.4 ° 1,062.2
'Accumulated other comprehenswe income (loss) ........... R . (57.1) - (46.1)
Treasury ‘stock, common at cost; 8,178,419 shares in 2006 and 7, 456 918 shares m : o .
2005 .74 ... P IER S v (5254) ' (489.1)
Total stockholders equlty ..... PN [, e » 1,019.5 959.3
Total habllmes and stockholders’ equity . ......... P et $2,735.0 $2,740.0

The accolmpanymg notes are an integral part of these consolidated financial statements.
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FMC CORPORATION |
CONSOLIDATED STATEMENTS OF CASH FLOWS
, ‘ i Year Ended December 31,
1 } 2006 2005 | 2004
' [ (in Millions)
Cash provuied by operating activities of continuing nperatmns ' ! i
NElINCOME ...t i e et et naaas L R $1320 §$ 1166 $ 160.2
Cumulative effect of change in accounting prmC|ple ........ P L. e Lo — 5 |
Discontinued OPerations ... v vuvii it i e e e 12.8 (6 Dt IS 4
Incomefromconunumgoperations......................: ............ e e L. $1448 $111.0 § 1756
Adjustments 1o reconcile income from continuing operations to cash provided by operating activities: |
Depreciation and amortization .......... .. .. i Lo 131.3 1363 | 1343
Restructuring and other charges . ................... e S [ 74.8 404 | 35
Investment gains . ........... ..o viiiiiiieannnnn, i e Teeaan — 93, —=
Equity in {earnings) lossof affiliates . .. .......... .. ... ... ... L A 2.3) (70.6) | 2.1
Deferred iNCOME BAXES - . o oo v vttt et e e e eee e e reee e e T 57.2 564 | (60.1)
MAROTItY TIIETESIS - . v v e e ere et et v eneaeas A, e e . 18 75 1 38
[n-process research and development . ... .......... ... ..o Ll ces 20 —_ ) =
Loss on extinguishment of dcbl ............................. S — 60.5 ;. 99
OMCT o seoeeeeee s CRTIIE ee oy 130
Changes in operating assets and habllmes ' . | . |
Trade receivables, net .. ... O S s [ {31.2) (27.5)‘ 19
Guarantees of vendor financing .. ............ A ' ..... (4.8) (39.6) 258
Inventories ,.................... A b L. 219 47 | (5.9)
Other current assets and other assets .. ....... [P T e (23.1) 457 | (1.3)
Accounts payable . . .. e .. e Looooo 123y (25.6) | 304
Accrued payroll, other curreat liabilities and other hablhues ........... rrataitteaeeaeaaeen HU 292y (17.8) | (29.4)
IRCOMIE LAXES . ..ttt ettt et it f ettt e it P U S 17.2 (22.8) 9.7)
Accrued pension and other postretirement benef its,met ..., e e I 40.1)  (25.8) ‘ (21.6)
Environmental spending, CONMNMUINE . .. ..o ouurror et ot e it ea e et raiattararnanesbnanas (4.0) (5.1) | (18.)
Restructuring and otherspending . ..., e Peaes (14.2) (18.5) | (15.2)
Cash provided by operating 8CtiVIIES ., ...........ooiieiae i iriaa e Lo, 3072 1996 | 2390
Cash provided (required) by operating activities of discontinued operations: ' )
Environmenial spending, discontinued ............ ... ... . ....... e . (44.1) (244) I (20.5)
Proceeds from sale of formerly environmentally lmpaxred property S S 253 56.1 —
Payments of other discontinued reserves .. ....... ... el Lo R IR ERETE (24.4) (14.3) L (7.8)
Cash provided (required) by operating activities of discontinued operations , ..\ . ... : ..... (43.2) 174 | (28.3)
Cash provided (required) by invesling activities: | i : i
Capital expenditures ........... ... ... ... ccaan.. e e e e (115.6) (93.5)| (85.4)
In-process research and developmenl expenditure .............. L ..... 2.0 _ —
FmancmgcorrmulmemstoAstans...................‘ ....... SN O E — — { (35.5)
Proceedsfromsalev.oflnvestmentsandassetsheldforsale.......;....f.....................1 ..... L7 13.7 —_
Distributions From ASIIIS . ... oo o ettt e b — 69.5 1 -
Acqmsmonofmmem]nghts-................................_ ............................... 9.0) —_ —
Decrease (increase) in MIVESHNENIS . ... .. ... .ttt ittt e aiaaa e 0.2) — ] -
Proceeds from disposal of property, plant and equipment ... ... .. e et 39 | 6.3
Cashn:quinedbyinv&:slingacr.ivities............_...........................................I ..... (109.8) 6.4} [ (114.6)
Cash provided (required) by financing activities: \ ' !
Net increase (decrease) in other short-term debt . ... ... .. O PR e e (27.1) 42.9 | 21.3
Net decrease (increase) in restrictedcash .......... Y U S — 9.7 } 127.1
Financing fees and redemption premium ... ..ottt e i i i — (48.6) | 4.0)
Increase inlongtermdebt ... ... ... .. ... ..ol R e — 594.1 : 100.0
Repayment of Iong-term debt ... e Y (91.5) (849.6) ! (248.1)
Distributions to minority parmers ................................ L (7.3 4.0) I (1.5)
L T e e e e (21.0) — —_
Issuances of common stock, net .................. 00 el : 40.6 40.2 ‘ 513
‘Repurchases of common stock ... ... ...l o ; : (92.2) —_— | -
Cash provided (required) by ﬂnan!cing activities ............ e e e e e feee (198.5) (215.3) | 46.1
Effect of exchange rate changes on cash and cash equivalents . : 34 (13 132
Increase (decrease) in cash and cash equivalents ............ e e (40.9) (6.0) | 1554
Cash and cash equivalents, beginning of year . ............., P 2064 2124 | 570
Cash and cash equivalents. endofyear ..........,. e e R $1655 $2064 $2124

Cash paid for taxes, net of refunds was $4.3 million net refunds, $41.4 million net payments and $23.9 million net payments in 2006, 2005 ar{d 2004,
respectively. Cash paid for interest was $44.3 million, $71.4 million and $83.4 million in 2006, 2005 and 2004, respectively. For the years ended
December 31, 2006, 2005 and 2004, we contributed approximately 235,000, 264,000 and 136,000 shares, respectively, of treasury’siock to our
employee benefit plans having a cost of $17.3 million, $14.9 million and $3.6 million, respectively, which is considered a non-cash activity.

l
The accompanying notes are an integral part of these consolidated financial statements.
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A  FMC CORPORATION™ '

' i ' i
: CONSOLIDATED STATEMENTS OF CHANGES IN STOCKH(l)LDERS’ EQUITY
| .' | Common L ‘
! Stock, Accumulated
- i $0.10  Capital © Other -

Balance December 31' 2003 ........ .". cae

I . . .
Net income |, ......| ' ......... PP

" Stock optlons and awards exercised .........
Shares for beneﬁt plalll BUSE oot
Minimum pensmn habthty adjustment, net of
income tu benefit bf $3.7
Net deferred! igain on denvatrve contracts, net
Jof mcome'tax benefit of $2.1. ............
Forelgn currency LranLlatmn adjustments . . ...
Equity distribution related to 2001 spin-off of
Technologles e REERRERRREE

' Balance December 351| 2004 ....... ......

‘ -Netlncome ....... I .....

Stock optlons and awards exercised . . . . . Lo
Shares for beneﬁt plantrust ...............
Minimum pens:on habrhty adjustment, net of
income tax benefit of $3.3
Net deferred gain on derlvatrve contracts, net
. of income tax of $12 8
Foreign currency trans]atlon ad]ustments ..... :

Balance December 31,2005 . .....o.enns :

Net 1ncome| ...... o
Stock opnons and awards exercrsed ..... R
Shares for benefit plan trust = ....... R
' Minimum pensmn ]iabl]lty adjustment, net of
 income tax expense of $13.7 '
Adjustment to 1n1t1a.11y apply SFAS No. 158,
- net of 1ncbme tax benefit of $21.3-
Net deferred loss on tllerivati've, contracts, net
of incomé tax benefit of $202 ...........
Foreign currency translation adjustments . . ...
Dividends .' ............................
Repurchases of comnlton stock under .
. repurchase program (See Note 15) . ... ...
-Reclasmﬁcatron due to adoption of SFAS
-123R (See Note ]4) e

Balance December 31|, 2006 . ...

I -
T
',! . |

Par  InExcess iletamed ‘Comprehensive Treasury Comprehenswe

Value of Par - Earnings- Income (loss) Stock | Income
(in Millions, Exeept Par Value) -~ .
$43 $3388.% 7746  $(21.8). $(507.6) $1776
. 160.2 ' 160.2
02 586 : .
| 36
58 7 © (5.8)
3.3 (3.3)
'63.6 63.6
t
L 10.8 (
45 3974 9456 §32.7 (504.0). 2147
. 1166 1166
0.1 303 X -
- ; : ~14.9
L (1.5) (1.5)
121.1 CoLT
L , 924) (92.4)
46 4277 10622 ' (46.1) . (489.1) | 378
1320 ! . 132.0-
(8.6) e 363 :
\ ; 174
219 21.9
(27 8)
! - P .
" -f(33-7) S (33.7)
. 28.6 28.6
@18 i
- . ; s Lo -
. (90.0)’
11.9 ;
$4.6 $431.0 51,1664 . $(57.1) $(5254)  $148.8 .

-
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NOTES TO CONSOLID/I\TED FINANCIAL STATEMENTS: 7 J

| i |
NOTE1 PRINCIPAL ACCOUNTING POLIC;IES AND RIELATED FINANCIAL INFORMATIONI

Nature of operatlonrs We are a diversified che!rmcz?l company serving agncultural industrial and
consufmer markets globally with innovative solutrons applications and quality products. We operate in| three
business segments Agncultural Products, Spec1alty Chemjcals: and Industrial- Chen‘ncals Agncultural Products
provrdes crop protection and pest control products for worldwide markets. Spec1alty Chemicals mcludes food
1ngred1ents that are used to enhance structure, texture and taste; pharmaceutical additives for bmdmg and
dlsrntegrant use; and hthlum specialties for pharrlnaceutrcal synthes1s specialty pdlymers and energy storage.
Industrial Chemicals encompasses a wide range of morganlc materials in whrch WE - POssess market and
technology leadership, mcludmg soda ash, phosphorus and perhxygens (hydrogen perox1de and active oxndants)
in both North America and in Europe through our shbsndlary, FMC Foret, S. A (“Fort':t”)

‘Basis of consolidation. Our consohdated ﬁnanc1al stdtements include the accounts of FMC and all entities
that | we directly or indirectly control. All s1gmﬁcant mtercompany accounts and transactions are eliminated in
consolidation. ! ; : i : i ]

Estlmates and Assurhptmns In prepanng] the ﬁnancml statements in conff)rmrty with U.S. generally_
accepted accounting pnncrples we are required to make estrmates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contmgent assets and liabilities at the date of the financial -
statements and the reponed amounts of revenue and expenses during the reportmig period.  Actual results are
likely to differ from those estlmates but we do not believe such differences will materially affect our f'mancnal

p0s1t10n results of operat1ons or cash flows, } ; ! B -

Cash equivalents and restricted cash. We cons1der mvestments in all liquid debt instruments| with
ongmal maturities of three: rnonths or less to be cash equlvalents

P o ‘ ; 1‘ .

Investments Investrhents in companles in which our ownershlp interest is 50 percent or less and in Wthh
we exercise significant influence over operating and ﬁnanmal pohcles are accounted for using the equity method
Under the equity method, original investments are recorded at cost and adjusted by our share of undrstnbuted
earnings and- losses of these investments. Majority ‘owned 1nvestments in which our lcontrol is restricted are also
accounted for using the equrty "method. All other 1nvestments are carried at their fair values or at cost as.
appropriate. l ‘1 ! | e Lo

0 - : i ! ! . : .

Inventories. Inventones are stated at the lower of, cost or market- value! [nventory costs 1nclude those .
costs' directly attributable ‘o products before s'ale 1nclud1ng all manufacturmlg overhead but excludmg
distribution costs. All domestic inventories, excluding matenals and supplies, are determined on a last-in,
first-out (“LIFO”) basis and our remammg inventories are recorded on a first-in; ﬁrst out (“FIFO™) basrsI See
Note:8. ) i .o l | l : - -

. . . I !

Property, plant and equrpment We record property plant and equipment, 1nclud1ng capitalized rnterest
at cost. Depreciation is pl‘OV!lded principally on the stralght line basrs over the estrmated useful lives of the assets
(land improvements—20 years, buildings—20 to 40 years, ‘and machmery and equipment—3 to 18 years), Gains
" and losses are reﬂected in mcorne upon sale or retrl"ement of assets. Expenditures that extend the useful lives.of
property, plant and equrpment or increase’ product1v1ty are capitalized. Ordinary repalrs and mamtenanc‘e are
expensed as incurred through operatmg expense: | | 1

| ik

Impalrments of long-llved assets. We rev:ew the recojvery of the net book| value of long-lived a‘ssets
whenever events and c1rcumstances indicate that the net book value of an asset may | not be recoverable frotn the -
esnmated undlscounted future cash flows expected to result from its use and eventual disposition. In cases where
Lo 1 ’
! 52 -
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o i ' L. EMC CORPORATION L
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contmued)
B
undlscounted expected future cash flows are less than.the net book value, we recogmze an 1mpa1rment loss equal
to an amount by which the net book value exceeds the fair value of the asset: Long -lived assets to be disposed of
are reported'at the lower of carrymg amount or fa1r value, less cost to sell, ‘

Restructurlng and other charges We contmually perform strategic reviews and assess the return on our
‘businesses. ThlS sometlmes results in-a plan to restructure the operations of a business. We record an accrual for
severance and other exit cosls under the provnsmns of the relevant accounting gurdance

Addmonally, as part of. these restmcturlng plans wnte downs of long- lwedtassets may occur. Two types of -
assets are 1mpacted assets to be disposed of by sale and -assets no- longer in use to be ‘abandoned. Assets to be,

[
disposed of by sale me measured at the lower of carrylng amount or estimated net proceeds from the sale - Assets

|
to be abandoned are no longer in use and are written down to amounts, net of expected recovery from disposal.
!

! e [

Caprtahzed mte rest. . We capttahzed interest costs of $3 7 million in 2006 $3.8 mllllon in 2005 and $5.3

|
million in 2004 “These costs were associated -with the construction of certain long-lived assets and have been .

“capitalized as part of |the cost of those assets. We amortize capitalized interest over the assets’ estimated useful
lives. ; M i . (I '

i . R I . .
Deferred costs .md 0ther assets. Unamornzed capitalized software costs totaling $14.1 million and $13 8
. mllllon at D!ecember‘31 2006 and 2005, respectwely, are components of other, assets, which also include debt
- financing fees and other deferred charges. We-capitalize the costs of internal use-software in accordance with

-accounting literatire {which generally permits-the caprtahzauon of certain costs incurred to, develop or obtain

infernal use|software ‘We assess the recoverability of deferred software costs on an ongoing basis and record
write-downs to fair v.'tlue as: necessary We amortize capttahzed software costs over expected useful lives ranging
from three to ten years . :
. i

Goodwill and mtanglble assets " Goodwill and other indefinite 1ntang|ble assets (“intangibles”™) are not
subject to amortization. Instead they are subject to at least an annual assessment for impairment by applymg a
fair value based test, \ C

! ) .-

We test goodwill for. impairment annually using the criteria prescribed by Statement of Financial
Accounung Standard (‘SFAS™) No..142 “Goodwill and Other Intangible Assets”. We recorded no goodwill
1mparrments in 2006| 2005 and 2004. Goodwill is primarily related to an acqutsmon in the Specialty Chemicals
segment. There are no other material indefinite life intangibles, other than goodwill in any of the years presented
The change in goodw111 in 2006 and 2005 was due to the effect of foretgn currency translation on the euro.

' 0ur defimte life 1ntang1bles totaled $12 9 mtlllon and’ $13 9 m1lhon as of December 31, 2006 and 2005,

respecttvely, and: dre Irecordt.d in “Qther assets” in ‘our consolidated balance sheet At December 31, 2006, these
definite l1felmtang1bles were allocated among our business segments as follows _$10.2 million in Agricultural
Products, $(!) 5 mllllon in Specnalty Chemicals and: $2.2 million in Industrial Chemlcals Definite life intangible
assets consrst pnmanly of patents, access nghts industry licenses and other mtangrbles and are being amortized

" over pertods of 5 tor 13 years. Amortization was not significant in the years presented The estimated amortization

expense for each of the 5 years ended December 31, 2007 to 2011 is also not 51gn1ﬁcant

Revenue recogmtlon We recogmze revenue when the earnings process is complete, which s generally

upon transfer of tltleI This transfer typically’ occurs upon shipment to the customer In all cases, we apply the

following crttena in recogmzmg revenue: persuasive evidence of an. arrangement exists, dellvery has occurred,
"the selling pnce is fltxed or determinable and collection is reasonably assured Rebates due to customers are
provrded in the same perlod that the related sales are recorded based on.the contr{act terms..
. | :
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We record amounts billed for shipping-and handhng fei:s as revenue, Costs incurred for shlppmg and
handling are recorded as costs of sales and servrces We recogmze as revenue, paymems we receive from tlurd-
party producers, which reimburse us for research and developmem costs we incurred: bnngmg products to market
that are no longer under a patent. . ! |

| v i
b

Income taxes. We provrde current income: taxes on income reported for ﬁnancml statement purposes
ﬂd_]USle for transactions that do not enter into the computatlon of income taxes payable and recognize deferred
tax liabilities and assets for ‘the expected future tax'consequences of temporary differences between the carrying
amounts and the tax basis of assets and liabilities. We do not provide income taxes on the equity in undrstnbuted
earnings of foreign subsidiaries or affiliates when it is our inténtion that such eammgs will remain invested in

those companies. ‘ : oy < {
‘ i

Foreign currency translation. We translate the assets and liabilities of most of our foreign operatlons at
exchange rates in effect at the balance sheet date. The foreign Operatlons income statements are translated at the
monthly exchange rates for, the period. For operatlons where the local currency lslthe functional currency we
record translation gains and losses as a componem of accumulated other comprehensive income or loss in
stockholders’ equity until the foreign entity is sold4 or hqutdated We did not have mgmficant operations in any
highly mflatronary countries during 2006, 2005 and 2004 In countries where the local currency is not the
functional currency, inventories, property, plant and equlpment and other non- current assets are converted 1o
functional currencies at historical exchange rates, and all galns or lossés from conversmn are included in elther
net income or other comprehenswe income. Net income- (loss) for 2006, 2005 and 2004 included aggregate
. transactional foreign cun’ency gains and losses. We 'recorded a $1 -0 million and $2.1 million net gain in 2006 and
2005, respectively. We recorded a net loss of $5.7 mllllon in 2004 Other comprehensrve income or loss for 2006
2005 and 2004 included translation (losses) and ' gams of $28 6 million, $(92 4) nulhon and $63.6 mr]llon
respectnvely : : f. : '

The value of the U.S. dollar and other currencies in which we operate continually -fluctuate. Results of
operatrons and financial posmon for-all the years presented have been affected by such- fluctuations. We enter
into certam foreign exchange contracts to mitigate the ﬁnanual'mk associated with thls fluctuation as d1scussed
in Note 17. These contracts typlcally quahfy for hedge accountmg See “Denvauve ﬁnanc1al mstruments below -

and Note 17.. i _ 1 i ‘.‘ .

- Derwat]ve ﬁnancral mstruments We mltlgate cemm financial exposures mcludmg currency |risk,
interest rate risk, and energy purchase exposures, through a cont]rolled program of nS]l( management that includes
the use of derivative ﬁnanelal instruments: We enter into foreign exchange contracts, including: forward and .

. purchased opuon contracts to reduce the effects of ﬂuctuatmg fdrelgn currency exchange rates.
. { [

We recognize all derivatives on the balance sheet at talr!value On the date the derivative mstrument is
entered into, we generally'des1gnate the denvauve as Cl(hel'!‘a hedge of a forec‘asted transaction or of the
vanab:llty of cash flows. to be received or paid re]ated toa recognized asset or hablhty (cash flow hedge) ora
~hedge of the fair value of a recognized asset or hablhty or of an_unrecognized firm commitment (fair \lralue
hedge) We record in accumu]ated other comprehensive income or loss changes in the fair value of derivatives -
that are designated as and meet all the required criteria for a ca!sh flow hedge. We then reclassify these amounts
into earnings;as the underlymg hedged item affects earnings. We record 1mmed1ate1§' in earnings changes i in the
fair value of derivatives that'are not demgnated as hedges i ?

i ! ' : 1

We formally document all relationships between hedgmg 1nstrumems and hedged itemns, as well as 1ts risk

management .objective and strategy for undertaking various hedge transactions. 'This process includes relatmg‘

derivatives that are desrgnaled as fair value or cash flow hedges 1o spemﬁc assets and liabilities on the bala.nce
. _ ; . i i
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I
sheet or to specrﬁc ﬁrm commttments or forecasted transactions. We also formally assess, both at the inception
of the hedge and on an ongoing basis, whether each derivative is highly effective in offsetting changes in fair
values or cash flows of the hedged item. If we determine that a derivative is not highly effective as a hedge, or if
a derivative | ceases th be a highly effective’ hedge we discontinue hedge accountmg with respect’ to that
derivative prospecttvely We had no ineffective gains or losses related to our hedges for 2006. We recorded a net
gain for the meffectlve portion of our hedges of $2.9 million in 2005 and $1.0 mtllron in 2004, .

Treasury stock. l We record shares of common stock repurchased at cost as treasury stock, resulting in a
reduction of stockholders equity in the Consolidated Balance Sheets. When the treasury shares are contributed
under our employee ibenefit plans, we use a first-in, first- out (“FIFO™) method -for determmmg cost. The
difference bétween th:, cost of the shares and the market price at the time of contribution to an employee benefit
plan is added to or deducted from capital .in excess of par value of common stol:k (see supplemental cash flow
information descnbed:at the end of our Consolidated Statements of Cash Flows). -

Segmetlt inform'ation We determined our reportable segments based on our strategic business units, the
commonalitiés among| the. products and services wnthm each segment and the manner in_which we review and
evaluate operating performance \ _

| !

‘We have tdenttﬁed Agrrcultural Products, Speetalty Chemtcals and Industrtal Chemicals as our reportable
segments Segment disclosures are included in Note 19. Segment operating proﬁt is defined as segment revenue
less operating expenses. We have excluded the following items from segment operatmg profit: corporate staff
expense, interest income and expense associated with corporate debt facilities and investments, income taxes,
gains (or losses) on dtvestttures of businesses, in-process research and development restructuring and other
charges, mvestment gains, loss on extinguishment of debt, asset impairments, LIFO inventory adjustments, and
other income and expense items. [nformatron about how in-process research and development and restructuring
and other charges relate to our businesses at the segment level is discussed in Note 6 and 7, respectively.

Segment assets dnd lrabrlmes are those assets’ and |labllllles that are recorded and reported by segment
operations. Segment pperatmg capital employed represents segment assets less segment liabilities. Segment
assets exclude corporate and other assets, which are principally cash equivalents, LIFO reserves, deferred i income,
tax benefits, Iel1mmauons of intercompany receivables and property and'equtpment not attributable to a specrﬁc
segment. Segment llctbllrnes exclude substannally all debt, income taxes, pensmn and other postretirement

benefit liabilities, enytronmental reserves, restructuring reserves, deferred gains on sale and leaseback of

equipment, fair value of currency contracts, intercompany eliminations, and reserves for discontinued operations.
. i :

Geographic segment revenue is based on the location of our customers. Geographic segment long-lived
assets include 1nvestments net property, plant and equipment, and other non-current assets. Geographic segment
data is mclud'ed in Not]e 19.

* Stock compensatlon plans We adopted Statement of F1nanc1a1 Accountmg Standards (“SFAS”) No. 123
(revised 2004) “Share-Based ‘Payment” (SFAS 123R) on January 1, 2006, which requires that compensation
expense be recogmze[d -in-the financial statements for all share options and other equity-based arrangements.
Under the provrsrons of SFAS 123R, share-based compensation cost is measured at the date of grant, based on
the fair value of the |award and is recognized over the employee’s requisite servrce period (See Note 14 for
further discussion on our adoptton of SFAS 123R). : ' .

We adopted SFA‘S 123R using the modified prospective transition method as provided for by the Standard
and therefore have not restated prior periods. Under this transition method, the amount of compensation cost
recognized 1n 2006 for stock option awards includes amortization relating to the remaining unvested portion of
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I ' [
stock option awards granted prior to January 1, 2006, and amortization related to new stock option awards
granted on January 13 2006 and later. Prior to January 1, 2006, we accounted for our stock compensation|plans
under the recognition and measurement principles of ACCOUD[mg Principles Board Opmlon No. 25, “Accounting
for Stock Issued to Emplo'yees and related mterpretattons Accordingly, no compensation expense for|stock
option awards has been recogmzed in our financial‘statements 1h penods prior to Jantllary 1, 2006.

|

|

! _ o
: . 1

|

!

The followmg table 1llustrates the effect on net income and earnings per share if we had applied thle fair
value recognition prov1510ns of SFAS No. 123 to our stock compensauon plans for the pnor periods. . - !

T

e
]

;. ; ‘5 : . ~ Year Ended Deceémber 31,
o I f i ‘f T _ 2005 2004
A ! S ) ’ (in Millions, Except Per
! : oy Lo ‘ *  Share Data) |
Net income, asreported .................. . - } .......... . - $116.6 $160.2
Add: Total stock-based compensatton expense included in reported net income, net r
of related tax effects .. i ................... e f e e $ 27 1.6
Deduct: Total stock-based employee compensation: expense detennmed under a fair-| : \
value-based method, net of related tax effects I P i ................ . 4.7) " (4.8)
Pro forma net income . . . ] ................... e i e 1 $114.6 $]5J7.0
Basic earnings per common share: , t‘
Asreported ......., e PR [P e $ 3.10 $ 4.43
Proforma ......... [P e e t ............ e $ 3.05 $ 4‘.34
Dlluted earnings per common share: o Co L ' ' R
" -Asreported ........ TR s fe APUUUDU J- 8297 0 $428
'Pro forma ......... PR SUTODIURR b P8 292 $ 4.20

The fair value of eaeh option grant is estlmated on the date of grant using the Black Scholes option-pricing
model with the following welghted-average assumptions used for grants in 2005 and 2004 respectively: dmdend
yield of zero for both years; expected volatility of 3l percent for 2005 and 32 percent for 2004; risk-free 1nterest

-rates of 3.8 percent and 2. 9 percent; and expected lives of ﬁv!e years for all grants: The weighted average fair
value of stock options, calculated using the Black- Scholes c)ptton pricing model, granted durmg the years ended
December 31, 2005 and 2004 was $16.48 and $12. 61 respectlvely b

.Environmental obligations. We provide for env1r0nmental-related obhganons when they are probable

and amounts can be reasonably estimated. Where the available 1nf0rmatton is sufficient to estimate the amount of

' liability, that estimate has been used. Where the 1nf0rmatmn is only sufficient to estabhsh a range of probable
habthty and no pomt within the range is more llkely than any other the lower end of the range has been used.

Estlmated obltganons to remediate sites that lnvolve overs1ght by the EPA, or Slmllal' government agenmes
are generally accrued no later than when a ROD, or equivalent, is issued, or upon compleuon of a RI/FS that is
submitted by us and the appropriate government agency or agencies. Estimates are reviewed quarteily by our
environmental remediation management, as well as by financial .and legal - manlagement and, if necessary,
adjusted as additional information becomes avatlable The esttmates can change! substantially as addmonal
information becomes available regarding the nature or extent'of site contamination, required remediation

. methods, and other actions by or against govemmental agencnes or private p.trtles 1 :

Included in the env1ronmental reserve balance, other assets and reasonably possible loss contmgencnes for
2006 are potentially recoverable amounts from thlrd pany 1nsurance policies, and some of these amounts have
been recognized as offsetting recoveries in 2006. , . I
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Our env1ronmenta] liabilities for continuing and discontinued operations are prmcrpally for costs associated
with the remediation andfor study of sites at which-we are alleged to have dtsposed of hazardous substances.
Such costs principally. mclude among other items, RI/ES, site remediation, costs of operation and maintenance of
the remedlatlon plan, fees to outside law firms and consultants for work related. to the environmental effort,"and

|
future momtonng costs. Estimated site liabilities are determined based upon exrstmg remediation laws and

'technologresL specific|site consultants engineering; studies or by extrapolating’ expenence with.environmental

issues'at comparable srtes Total reserves of $189. 6. million-and $191.1 million, respectively, before recoveries,
were recorded at December 31, 2006 and: 2005, In addition, we believe that it is reasonably possible that loss

contmgencres may exceed amounts accrued by as much as $75.0 million at December 31,2006. -

I 0
Prov151ons for env1ronmental costs are reflected in income, net of probable' and estrmable recoveries from -
named PRPslor other tlnrd pames Such provisions mcorporate inflation and arernot discounted to their present

values. f l ‘ , .

In calculatmg and evaluating the adequacy of our environmental reserves, we have taken into account the

<

. joint and several lrabtllty imposed by CERCLA and the analogous state laws on all PRPs and have considered the

identity and| (financial| condition of each of the other PRPs at each site to.the extent possible. We have also
considered the identity and financial condition of other third parties from whom recovery is anticipated, as well
ds the status of our cl.nms against such parties, Although we are unable to forecast the ultimate contributions of
PRPs and other third partles with absolute certainty, the degree of uncertainty wrth respect to eachparty is taken
into- account when detenmmng the environmental- reserve by adjustmg the reserve to reflect’ the’ facts and
c1rcumstances on a snte—by-sne basis. Qur liability includes ‘our best estimate of the costs expected 10 be pald .

|
before the consrderanon of any potential recoveries from third parties. We bel1eve that any recorded recoveries

‘related to PRPs arel Tealizable in all material respects. Recoveries are recorded as either an offset in

“ Envrronmental l1ab11mes, contmumg and discontinued” or as “Other Assets” in our consolidated balance sheets.

Pensions and other plostretlrement benef‘ ts’ T I '

We provade qualified and nonqual:ﬁed defined beneﬁt and defined contnbutton pension plans as well as
postretlremept health| care jand life insurance benefit plans_to our employees. The costs (or beneﬁts) and
obligations’ related to|these beneﬁts reflect key assumptions relatecl to general economic conditions, including
interest (dlscount) rales, healthcare cost trend rates,, expected rates of return on plan asséts and the rates of
compensatlon increases for employees The costs (or benefits) and obligations for these benefit programs are also
affected by ! other aslsumptlons such as average retlrement age, mortality, : employee tirnover, and plan
pamc1patlonl To the extent our plans” actual expérience, as influenced by changmg economic and financial

market conditions or by changes to our own plans’ demographics, differs from these assumptions; the costs and

) obllganons for providing these benefits, as well as the’ plans’ funding’ requrrements could increase or decrease.

When' actual results dlffer from our assumptlons the difference is typically recbgmzed over future periods. In-
addition, thel unreahzcd gains and losses related to our pension and postretirement benefit obligations may also
affect pen0d1c beneﬁt costs (or benefits) in future: penods See Note 13 for addmonal 1nformauon relating o
pensron and other postrenrement beneﬁts :

< :
- 3
N . i

Reclassrf' catlon and adJustments Cenam pnor year amounts have been reclassnﬁed to conform to the
current year 8 presentatlon : ! : '

Our results for the year ended December 31,_2006 were unfavorably lmpacted by a-$8.5 million or $O 22
per diluted share charoe recorded to income taxes related to adjustments of deferred tax assets.

|
Our results for the year ended December 31, 2004, were unfavorably impacted by a $8.1- million ($6.0

' t
million after-tax) or SO 16 per diluted share related to the elimination of inter-company ‘profit in our inventory
and the eltmmauon of the recognmon of revenue due to sales cut off. .
N . . _ |
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Our results for the year ended December 31 2004 were favorably affected by[a $8.0 million or $0. 22 per
diluted share benefit recorded to income taxes related o adjustments to deferred tax liabilities and i mcome tax
valuation allowances related to prior. periods. Add1t10nal]y, our resuits for the year ended December 31, |2004
were favorably affected bya $9.0 million after-tax or $0.24. per diluted share beneﬁt recorded to dlscontmued
operations due to adjustments to deferred tax liabilities related-to previously dlscontlnued operations. Further our
stockholders’ equity was favorably affected by $10.8 million due to adjustments to deferred tax liabilities rel:lated
to Technologies. This ad]ustment was recorded through Retamed Earnings, consistent with the accounting for the
2001 spin-off of Technologles ; i : i

. N

The aforementioned ad_]ustments to our income taxes, discontinued operattons%and retained earnings |were
recorded as a result of a review of our deferred taxes and i income tax valuation’ accounts in which balances!were
adjusted related to discontinued operations and to prior perjods. We believe that the effect of the albove
eliminations and adjustments are not material to our ﬁnanc1aI position or results of of)eranons or liquidity for any
prior period. . L ; ‘

|

L
. ! 1 l \
NOTE 2 ASSET RETIREMENT OBLIGATIONS IL ) | ‘

Effectwe December 31 2005, we adopted FASB mterpretatlon No. 47 “Accountmg for Conditional Asset
Retirement Obligations” (“IfIN 477}, This interpretation clarlﬁed FASB Statement No 143 “Asset Retlre‘ment
Obligations”,(“FASB 143”).in that an entity is required to recogmze a liability for the fair value of a conditional
asset retirement obhgatlon1 when incurred if the liability’ sjfalr value can be 'reasonably estimated.| The
interpretation states that when an existing law, regulanon ory jcontract requires an| entity to perform an asset
retirement activity, an unambiguous requirement to perform the retirement activity exists, even if that activity
can be deferred indefinitely., . . ; N |
' ’ . + . | .

In connection with the adoption of FIN 47 we lecdgnized additional liabilities at fair value, of
approximately $3 million at December 31, 2003, for asset retlrement obllgatlonsl (ARO’s), which COIISIISICd
primarily of costs associated with landfills and the retlrement of certain equlpment These costs reflect legaf
obligations associated w1th the normal operation - of certain fac111t1es in both caur‘E Agricultural Products and
Industrial Chemicals segments Additionally, we capitalized asset retirement coststby increasing the carrymg ,
amounts of related,long-lived assets and recording accumulated depreciation from the time the original assets
were placed into service. In future periods, the liability is accreted to its present value and the capitalized cr]ast is
depreciated over the useful life of the related asset. We are also required to adJust the liability for changes
resultmg from the passage of time and/or revisions to the tmnng or the amount of the original estlmate Upon
retirement of the long-lived -asset, we either settle the obligation for its recorded amount o incur a gain or|loss.
The net after-tax cumulative effect adjustment: recogmzed‘ upon adoption of! this accounting standard
interpretation was apprommately $0.5 million. Net income for the year ended December 31, 2004 would not have
been materially different if thlS interpretation had been adopted January 1, 2004. ! |

' t . i

We have mining operations in Green Rlver Wyommg 'for our soda ash business as well as rm‘mng
operations in our lithium and Foret operations. We have legal reclamation obhgatlons related to these facrhtles
upon closure of the mines. Addmonally, we have obhgatlons at the majority of our manufacturmg facilities i 1n the
event of a permanent plant shutdown. Certain of these issues are recorded in our environmental and restructunng
liability reserves described in Notes 7 and 12. For those not already accrued, we have‘ calculated the fair value of

these ARO’s and conciuded that the present vaiue of the obligations was imrnaterial as of December 31, 2006
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The changes in the carrylng amounts of ARQ’s for the years ended December 31, 2006 and 2005 are as
follows: - :
. ‘ .

(m Mllhons) . o . -

+" . Balance at December 31 2004 e S e e 5—
Accretion etpense .......................... e e C—
Payments B LR EEE R —_
Transitiona liabilities under FIN 47 adoption ..............oooviinnnon 3.0
Other ]iabililties incurred (See Note 7) . .............. P PR 3.0
Balance at December 31,2005 ... e $6.0
Accretion etpense T I e 0.3
Paymenls.l.....................:' ............... R L. =
Balance at December 3L,2006 ..o e $6.3

] ——
NOTE3 RECENT] LY ADOPTED AND ISSUED ACCOUNTING PRONOUNCEMENTS AND
REGULATORY ITEMS

New accountmg standards . . .
SFAS No. 15 7 .

In September 2006, the Financial Accountmg Standards Board (“FASB”) issued Stazement of Fmanc1al
Accounting - Standards (SFAS) No. 157 “Fair Value Measurements”. Statement No. 157 defines fair value,
" establishes a framework for measuring fair value in GAAP, and enhances disclosures about fair value
measurements. The Statement applies when other dccounting pronouncements require fair value measurements;
it does not require new. fair value measurements. We are required to adopt this statement starting in 2008 and we
are currently evaluatmg the effect that this Statement will have on our consolidated financial statements.

1
A

FSP AUG AIR i i

’
]

In August 2006, the FASB released guidance on the accounting for planned major maintenance activities.

The gu1dance was issued in the form of a Financial Statement Position (“FSI}") and prohibits the use of the -

t
accrue-in-advance melhod of accounting for planned major maintenance acuvmes in annual and interim
reporting periods. We are required to adopt this FSP starting in 2007 and we are currently evaluatmg the effect

4 t .
that this mterpretauon will have on our consolidated financial statements. o
] . . ]

il

F1N48.~7|

In July 2006, the FASB released FASB Interpretation No. 48, Accountmg for Uncertainty in Income
Taxes—an Interpretatlon of FASB Statement 109 (“FIN 48”). FIN 48 prescribes'a model for the recognition and
measuremem of a t(luc position taken -or expected to be taken in a tax return, and provides guidance on
derecognltlon c]assﬂllcatwn interest and penalties, disclosure and transition. We are required to adopt this
Interpretation starting in 2007. We are currently evaluating the effect that this’ Interpretanon will have on our
consolidated financial statements.

! |
|
EITF No. 06-3 ro

In June 2006, the FASB ratified the consensus reached by the Emergmg Issues Task Force (“EITF’) on

Issue No. 06-3, “HO\!V Taxes Collected from Customers and Remitted to Governmental Authorities Should be

1
t
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Presented in the Income Statement (That .Is, Gross versus Net Presentation)”. The scope of this consensus
includes any tax assessed .by a govemnmental authonty that is directly 1mposed on a revenue-producmg
transaction between a seller and a customer and may include, but is not limited to sa]es use, value added and
some excise taxes. Additionally, this issue seeks to address how a company should address the disclosure of’ such
items in interim and annual financial statements, either gross or net pursuant to APB Opmlon No. 22 “Dlsclosure
of Accounting Policies™. We are required to adopt this statement starting in 2007. Welare currently evaluatmg the
effect this consensus will have on our consolidated financial statements. : : i

|
}

i
'
L

1
SFAS No. 156 . : L ' i

t

In March 2006, the FASB issued SFAS No.. 156 “Aecounting for Servicing .of Financial Assets”. [This
staterment amends Statement No, 140, with respect to the accounting for separately recogmzed servicing assets
and servicing liabilities. The Statement also addresses the recognition and measuremenl of separately recogmzed
servicing assets and liabilities and provides an approach to simplify efforts to obtam hedge-like (offset)
accounting. We are required to adopt this statement starting in 2007 The adoption of this pronouncement: will
not have an effect on our conselidated financial statements. ‘ ! }

_ L0 : |
SFAS No. 155 ' ; ' ‘ }

In February 2006, the FASB issued SFAS No.:155 “Accounting for Certain Hybrid Financial Instruments”
This statement amends parts of FASB Statements No 133, “Accountmg for Derivatives and Hedging Actmues
and No. 140 “Accountmg for Transfers and Servicing of Fmancral Assets and Exndgurshments of L1ab111t1es
and allows an entity to remeasure at fair value a hybrid financial Instrument that contains an embedded denvatlve
that otherwise would require bifurcation from the host, if the holder irrevocably elects to account for the whole
instrument on a fair value basis. Subsequent changes in fair value of the 1nstrument would be recogmzed in
earnings. We are required to adopt this statement startmg in 2007. The adoption of this pronouncement will not
have an effect on our consolidated financial statemenls o I ;

i f
Recently adopted ’ ;
SAB No. 108 | 3 ; | |

In September 2006, the Securities and Exchange Commrssron {SEC) Staff issued Staff Aecountmg Bulletm
No. 108, “Considering the Effects of Prior Year Mrsstatements when Quantifying Mlsstatements in the Current
Year Financial Statements” (“SAB No. 108™). SAB No. 108 requires the use of two alternative. approaches in
quantitatively evaluating materiality of misstatements, If the misstatement as quantlﬁed under either approach 18
material to the current year financial statements, the misstatement must be corrected. If the effect of correctmg
the prior year misstatements, if any, in the current year income statement is material, the prior year ﬁnanc1al
statements should be corrected. In the year of adoptron (fiscal years ending after November 15, 2006 or calendar
year 2006 for us), the misstatements may be corrected as an accounting charige by Iad_mstmg opening retained
earnings rather than being lncluded in the current year income statement. The adoptron of SAB No. 108 d1d not
have an impact on our consolidated financial statements. { 1 ‘

SFAS No. 158 ! | ’

On December 31, 2006, we adopted SFAS No. 158 “Employers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans-an amendment of FASB Statements No. 87, 88, 106!and 132”. See Note l3 for
further discussion of our adoption of this accounting standard '

]

I
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EITFNo. 04,13 .| .. : L e

‘ _" : - On Marlch 15, 2006, we adopted EITF Tssué No. 04 13 “Accountmg for Purchases and Sales of Inventory - . L
I WIth the Same Counterparty”. Under this consensus we are requtred to record sales and purchases of mventory I,
oL T between thelentlty and _the same counterparty as one transacnon when such {transactions are entered into in. == ' e
‘ contemplatton of each other The adoptton of EITF 04- 13 dId not have an effect on oiir tonsolidated firiancial a R
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Statements . . ‘ ) . . . . o :. </ i _,t‘t ' .
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SFASNO ]23R -

-
. On January 1, 2006 we adopted: SFAS 123R “Share—Based Payment” See Notet14 for further dlscussmn of .
~ our adoptlon1 of this ac countlng standard % b

- e : .
. T LR

Lo Rt

PR
. In May!2(}05 the FASE ISsued SFAS No 154, “Accounnng Changes and Error Correctlons -a replacement . ST
of APB Opllll()l'l No. 20 and FASB Statement No 37, (“SFAS No. 1547). Thls Statement replaces APB Opinion ., B
No. 20, “Accountmg f‘“hanges and FASB Statement No. 3 “Reporting Accountlng Changes in’ Interlm Financial - o T
- Statements,”, and changes the reqtnrements for the accountmg and:reporting, “of a'change i in. accountmg prmcrple o R
) SFAS No. 154 apphes to. all voluntary changes inan accountmg pnnclple lt also. apphes 1o changes required by o
AR ~an accountmg pronouncement i in the unusual instance that the pronouncement does not; mclude specific transition ) R
. provisions. When a pronouncement mcludes specrﬁc transition prov1310ns thosei provisions should be followed. - o
-The adopnon of- SFAS No.-154 did not ‘have an effect on our consohdated ﬁnancral statements. - ., ' S

i V-SFASNo 15 S S BBy

I3 [ “ -

, B S S
,NOTE4 DISCONTINUED OPERATIONS v, 3 R

)
1
Our results of dt«.contmued operatlons compnsed the followmg L f o s T
4 . ) o . . . - . . L ] s ,‘

. Year Ended December 31, - ... .,
: . - . w oL io o006 . - 2005 2004 o TE
i s ! ‘ o . - : . ., ) i . (in Mi“i()l'l.‘i) i ‘ - oy

> .

- Income: from the sale ‘of real estate property in San- Jose (net of i 1ncome tax expense of-~ . - ,
+$9.8 and $226 mtlllon) respectively ool il ctbe ol $ 140 $329 °$ — 7 .- e
. Provision for conttngcnt habthty related. o San Jose land sale. (net of income tax & - . s R
Lo - beneﬁt of|$2 3 mlll‘lon) S U Al Ao e .'_1_;;": - (BT~ —
Income from adjustments to deferred tax habIhtIes and other tax related matter i O S :
e related to 'prevmusly discontiriued operations ........ SR e '.-. cee — = %99
R .' N Ad]ustment for workers compensatton product liability, and other postretlrement ) : R
benefits related to previously reserved discontinued operatlons (nét of income tax
expensc of $0 3 mIlhon $0.1 million and $—m11hon for 2006 2005-and 2004 R - _
. 05 703, (03)

&

L ‘ respecnvely) N ST A S T U ST SO A JRRREY 0.5
L ) Provision for envrronmental hablhnes and legal expenses related to prev10usly T
discontinied operanons (net of income tax benefit of $16. 9 'million, $14.4: nulhon R

) and $16.3 million in 2006, 2005 and 2004 respecttvely) N A ~ (27, 3) ~(23.4)y (25.0) " T
- DIscontmued operatlons net of i Income taxes ....... SO T .' . $(12:8} $ 6:1 $(154) e

3=

1

2006 e T

On Ma]y 24 2006 we completed the sale of 23 acres of land located in San Jose Cahfomta to the’ CIty of TR
San-Jose for $25. 3 mllllon This sale resulted in income of $24 0 million ($14 1) rmlhon after tax) Thts sale -~ -

H

.
o .. [ . e . -
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completes the sale of land that was formerly used by FMC’s defense business, wh1ch was divested in 1997| We
sold an adjacent 52 acres to the City of San Jose in February : 2005 for $56.1 million. { |
: | |
For the year ended December 31, 2006 we also recorded a $44.2 million ($27. 3I million after tax) charge to
discontinued operations primarily related to env1ronmental lssues and legal expenses Envnronmemal cha.rges of
$26.8 million ($16.6 rmlhon after-tax), net of recoveries 1ncluded a provision to increase our reserves for
environmental issues pnmanly related to our Front lRoyal and Mrddleport sites as we]l as to increase our reserve
for operating and maintendnce activities. Included in the environmental charges noted above are offsettmg
amounts totaling $19.6 rmlhon ($12.2 million after-tax}. related to recognition of third-party environmental
recoveries related pnmanly to our Front Royal site. For the year ended December 31 2006, increases to legal
reserves and expenses related 1o prevrously dlscontmued operations amounted to $17 4 million ($10.7 million
after-tax). - | : ! ‘ [
. o ‘
: . :

2005, L ‘ B | l

| r

" On February 17, 2005, 'we completed the sale to the city of San Jose, Callforma of approximately 52 acres
of land used by our.former Defense Systems operat1ons, which we divested in 1997. Proceeds from the sale |Were
$56.1 million and after tax:and other expénses, income was $32.9 million. In conjunction with the sale, we
recorded a $6.0 million ($3. 7 million after—tax) contingent llablhty associated with land improvements on these
properties. This llablltty is contractual and is for land 1mprovcments necessary to 1mpr‘ove traffic flow in the area.

- L3 . r
During 2005 we recorded a reductlon in"other dlScontmued ‘operations reserves of $0.4 million ($0.3 million
after-tax), which includes. an increase of 80.6 million ($0.3 million after-tax) for workers compensation which
was more than offset by $1.0 million ($0.6 million after-tax) in benefit for other postretirement benefits pﬁnlmily
due 10 the effects of the Medrcare Act (See Note 13) ' :
l
|
Additionally, during 2005 we recorded a $37 8 Il‘lllll()l'l ($23 4 million after- tax) charge to discontinued
operations related to envrronmental issues and legal experises. Environmental charges of $43.3 million ($26 8
million after-tax) included a'provision increase of $39 3 miilion ($24.3 million after-tax) to increase our reserves
for environmental issues primarily related to our Front Royal and Middleport sites and in recognition of our share
of liabilities related to a consent order between the EPA and the primary responsible parties at the Anniston|site.
Legal expense charges related to previously, drscontmued opcratlons in the amount of $9.8 million ($6.0 million
after-tax) were taken durmg 2005 as well., Offsettmg these amounts was $15.3 million (39.4 million after!-tax)
related to recognition of thtrd-party env1ronmental recovenes related to various sites, prrmanly our Front Royal

site.

. : I \
- ’ ! . ; ‘ | . !
2004 P . ! l

During 2004, we reached agreemem in principle with the lJmted States Env1ronmental Protection Agency
(EPA) and the United States Department of Justice (DOJ) 4o settle certain hab111t1es at two National Priorities
List (NPL) sites in New Jersey. These agreements became eflectlve upon negotiation and entry of a final corlsent
decree in 2006. An adjustment of $16.5 million ($lO 1 million after- tax) to envn'onnlental reserves reflected an
increase in the reserves based upon the agreed settlement amounts for certain costs related to these 51tes In

addmon a charge of $2.2 ITlllllOI‘l ($1.3 million after—tax) wis taken to increase our reserves for envrronmental

issues at our Middleport site:to recognize specific obligations. A charge of $14.4 million (58.7 million after:tax)
was also recorded to increase our reserves for environmental matters at several| of our remediation sites.
Additionally, in 2004, we charged discontinued operat1ons for legal costs related to previously discontinued

busmesses of $8 2 million ($4 9 million after-tax). 1 l_

i
1

l
1
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Reserve for Dlscontmued Operations . : A :

The reserve for dlsconunued operations totaled $36.3 rmlhon and $66.7 rmlllon at December 31, 2006 and
2005, respectively. The liability at December 31, 2006 was compnsed of $9.7 million for workers’ compensation
and product; llablhty,l $13.8 million for other postretirement medical and hfelmsurance benefits provided to
former employees of |discontinued businesses and $12.8 million of other discoritinued operations reserves. The
postretirement medical and life insurance liability related to discontinued operations decreased significantly from
the prior year due to lhc adoption of SFAS No. 158 (see Note 13). This liability at December 31, 2006 equals the
accumulated poslreuremem benefit obligation. In connection. with this adoption, we reduced our liability
primarily to: recognize a net pretax actuarial gain of approximately $22.9 million ($15.6 million after-tax). This
gain is included as a component of accumulated other comprehensive incomé at December 31, 2006 and is
comprised of a net a(_tuarlal gain of $22.3 million and a prior service credit of $0.6 million. The estimated net

actuarial gain and prlor service credit that will be amortized from accumulated other comprehensive income into .

drscontmued operauo'ns during 2007 are $2.0 million and $0.1 million of income, respectlvely
! 1
The liability at December 31, 2005 was comprised of $10.3 million for workers' compensation and producl
liability, $40.7 mllllon for other postretirement medical and life insurance beneﬁts provided to former employees

of dlscontmlued busmesses and $15.7 million of other discontinued operations reserves. At December 31, 2006 X

and 2005, substarmally all other discontinued operations reserves recorded on our consolidated balance sheets
related to operauons dlscontmued between 1976 and 2001

We usé actuarral methods, 10 the extent practicable, to monitor the adequacy of product liability, workers'
compensation and olher posiretirement benefit reserves on an ongoing basis. Whr]e the amounts required to settle
our liabilities for dlscontmucd operations could ultimately differ materially from'the estimates used as a basis for
recording these habrlltres we believe that changes in estimates or required expendltures for any individual cost
component will not h’ave a matenal adverse effect on our liquidity or financial condition in any single year and

that/in any evcnt such costs will be satisfied over the course of ; several years. |

Spendmg in 200[6 2005 and 2004 was $2.0 million, $1.2 million and $1.1 million, respectively, for workers’
compensation, product liability and other claims; $2.2 million, $2.0 million and $2.4 million, respectively, for
other postretirement benefits; and $20.2 million, $11.1 million and $4.7. rrullron respectively, related to other
drscontmued operations reserves.

' |
NOTE S5 INVESTMENTS IN JOINT VENTURES

In November 2005 Astaris LLC (now known as Siratsa LLC), our 50%- owned joint venture with Solutia,”

compleled the sale of substantially all of its assets, other than certain excluded assets used in thé business of
Astaris to cértain subsidiaries of Israel Chemicals Limited (“ICL"). “The buyers : also assumed substantially all*of
the liabilities of Astaris. The final sales price was $263 million.

In connection wnh this sale, we recorded a gain of $57.7 million, before tax. This gain is included in
“Equity in (ea.rmngs) loss of affiliates” on our consolidated statement of income for the year ended December 31,
2005. We recclved cash totaling $99.4 million of which $69.1 million is a return on our investment and $30.3
million is the final p‘lymem of Astans obligations due to us as we]l as paymems “for certain liabilities transferred
from Astans to us.

L

At Deulcember 311 2006 our remaining investment in. Astaris was $3.9 rmlhon which consists primarily of
cash held by Astaris as well as certain liabilities not assurned by ICL. Our investment in Astaris was $3.9 million
at Decembe‘r 31, 200_‘3

’ 1
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i ‘ ' | 1
In the second quarter ;of 2005, we sold our ‘50 percent ownership mvestment in Srbeleo Espanola SA:
(“Slbelco”) for cash of $1317 million. We accounted for Slbelco on the equity method. We recorded a gain of
$9.3 mllhon in COll_]lll’lCthI‘l with this sale in our consolldated statrement of income. | ‘ _ l _
l ' ; N
We are party to severa] smaller joint venture mvestments throughout the world| which 1nd1v1dually ar‘rd in
the aggregate are not srgmﬁcant 1o our financral results oy . o \

NOTE 6 IN-PROCESS RESEARCH AND DEVELOPMENT r !

in the second quarter of 2006, our Agncultural Products segment entered into development agreements w1th
a third-party company, whereby we were given the right to develpp further one of such party’s products in certam
geographic markets. Under the agreements, we pa1d $2.0 million and have recorded [this amount as a charge to

“In-process research and development | \

‘. ‘ |
3

' .
f 3
segment and recorded an .

|
;
|
l
l

I
! . ! I
NOTE 7.- RESTRUCTURING. AND OTHER CHARGES |

| +

|
2006 I : S

I
. : : . Ly |
" Plant Building Abandonment o i t !
We committed to the abandonment of a burldmg in our Agncultural Product'
impairment charge of $6. 0 million. . o l
v ’ { ‘ ‘ L l ‘

, . : ‘

Research and Development Redeployment . 'i . ]

We announced a plan to redeploy our dlscovery research and development resources within our Agricultural

Products segment to shorten the innovation cycle and accelerate the delivery of new products and technologres .
i - H r

We incurred $3.4 rrnllron of severance charges:as a reslult of this decision. These severance costs related to

approxnmate]y 70 people who have separated from | us. We alsoqabandoned assets as|a result of these decrsrons

and recorded an 1mpa1rment t':harge of $l 9 million. Lo 1}
i o
|

McC Legal Settlement ! ‘ , - | ’
}

We reached an agreement in principle to settle a federal class action lawsultl as well as certain other
- .ndividual claims, alleging violations of anntrust laws involving our microcrystalline c':ellulose {("MCC") product
in our Specialty Chemrcalsl business in the amount of $”57L million, This amount has been reﬂected in
restructuring and other charges in our, consolidated statement of income for the year ended December 31,72006.
. See Note 18 for further details on this matter. i -
A P | }
European Commission Fine‘- _ . t ;
On April 26, 2006, the European COI’I‘II’nlSSIOH 1mposed a fine on us regarding alleged violations™ of
competmon law in the hydrogen peroxide business i lin Europe pnor to the year 2000 which we have appcaled.
_ This fine is associated with Gur Industrial Chenncals segment. We have recorded a €25 million charge for|this
fine. The amount of $30 mllllon has been reﬂected in restructuring and other charges in our consohdated
statement of income for the | ,year ended December :31, 2006. Since we are not required to make the payment
durmg the appeal process, whrch is expected to extend beyond one year, the llablhty has been classified as long-
term in the consolidated balance sheets as of December 31, 2006.iSee Note 18 for further details on this matter
. . R ' t )
) ' i 1 ) ' b ! .
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"

Other Items l

Addmonal restnlrctunng, and other charges for 2006 totaled $7.8 million. These chargés included $1.2

million-of asset abandonment charges in our.Industrial Chemicals segment and '$1.3 million of sevérance costs

were fecorded in ourj Specialty Chemicals segment due to a workforce restruetunng We also recorded $5.4
million relaung to’ continuing environmental sites. Offsetting these charges was a gain of $0.6 million in our
Specialty Chemicals Isegment from-the complenon of the -sale of our previously disclosed assets held for sale
related to our Copenhagen, Denmark carrageenan plant which we closed in 2005 The gain represented the
difference between the asset held for sale balance and the final proceeds The ﬁnal proceeds from the sale totaled
$9.6 million! Additional restructuring and other charges were recorded in Industrial Chemicals of $0.5 million.

2005 |

3

Copenhagen/Bezans

On Apnl 26, 2005, we made the decision to close our Copenhagen, Denmark carrageenan plant and a
blending facility in Bezons France in our Specialty Chemicals segment. We recorded restructuring and other
charges totahng $17. 0 million which consisted of (i) plant and equipment impairment charges of $13.8 million,
(ii) severance and employee benefits of $2.4 million and (iii) other costs of $0.8 million. The plant and

‘equipment 1lnpa1rmerlt charge of $13.8 million represented an adjustment to value this plant and equlpment at

1
estimated fair value less estimated cost to sell. We reported the plant and equ1pment assets related to Copenhagen
as assets held for sale| The severance and employee benefit costs related to approxlmately 70 people i

Spring Hill

. -During, the fourth quarter of 2003, we completed an analysis of our Spring Hlll West Virginia facility'in our

! |
Industrial Chemlcals segment. As a result, we committed to the abandonment of the majority of the assets.at this -

facility before the end of their prevrously estimated useful life. As a result we recorded an impairment charge of
$4.5 mlll1onJ assocrattﬁd with these assets and $3.0 million of charges related to shut down obligations associated
with this site, which were triggered as a result of our abandonment plan. The majonty of these obligations relate
to one of. the' Spnng Hill plants we plan to demolish.

|

Pocatello . | - L l ,

~ In the fourth quarter of 2005, we recorded restructunng and other charges of $6.1 million for our Pocalello
site 1o increase reservles for demolition and other shutdown COSts. . K

4

Other Items' |

‘Additional restn‘nctunng and other charges for,the’year ended December:31, 2005 totaled 39.8 lTlllllOll
These charges related to a charge for the abandonment of assets in our Agricultural Products segment as well as
-various severance ch:arges We committed to the abandonment of certain assets in our Agricultural Products
segment and we recorded charges of $5.4 million. Severance costs related to elther the closure of certain facilities
or segment workforce; restructurings and amounted to $3.4 million for the year ended December 31, 2005. These
severance costs were recorded in our Specralty Chemicals ($1.6 million) and Agncultural Products ($1.8 million)
segments and relatéd to approxrmately 20 and 60°people, most of whom separaled from s in 2005. We also
incurred $0.7 imillion’
‘a facility shutdown and $0.4 million related to conunumg env1ronmental snes These charges were pamally

‘offset by a non- cash a!djustment of $0.1 mllhon in Corporate.
l

t Lo
1 . : :
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|

' : |
2004 | ‘ ‘ |

The loss of $3.5 million that we recorded in 2004 was primarily a result of severance costs. Agncultural
Products and Specra]ty Chemicals recorded $3.3 million and $0.3 million, respecuvely. of these severance Costs.
Severance costs in 2004 related to approximately 80 people most of whom separated from us in 2004. We!: also
recorded $1.1 million related to continuing environmental sites, These charges were,pamally offset by non-cash
gains totaling $1.1 million in Industrial Chemicals and $0.1 million in Corporate. :

The following table shows a rollforward of restructuring ‘and other reserves and the related spendinig and

other changes: . . ; i : }

; ) i ' j ! Workforce ‘
. US. Phosphorus Chemicals Business (1) : Related |
‘ ‘ . n o Tribal = FMC’s Facllity |-
(in Millions) : Pocatello Shutdown Fund Reorganization Shutdown Total

Balance at 12/31/2004 ... ¢ ... ... ... $323 [ $40 $'04 $ 09 $. 376
Increase in reserves{(2) ............ . 6.1 | — — 10.3 | 16.4
Cashpayments (3) ......:........ e (10.4) : 2.0) :— 6.1) (18.5)
Noncash(4) ... .................. ' . — . — 0.1) — O.D
Balance at 12/31/2005 .............. - $ 28.0 $20° $EO.3 $ 5.1 §35.4
Increase inreserves (1) (2) ........... N - 08 — — 4.7 ‘ 5.5
Cash payments (3) ...... R P C(5.8) 0 2.0) 0.3) (6.1} (14.2)
Reclassifications (1) ..... .......... C(2.3) — — — 1 2.3)
Balance at 12/31/2006(5) ........... $20.7 $— $ 37 $244
|_—.--.-_- — |= —_— =
(1) Al phosphorus restructuring and other charges were primarily recorded in 2001. In 2005, reserves|were

increased upon a review of the shutdown portion of the project. The remaining balance at December 31,
2006 represents environmental remediation (see Note 12). |

(2) Increases in workforce related and facility shutdown are primarily severance costs and in 2005 include/asset
retirement obligations associated with Spring Hill dlSLUSSBd above. The |mpa|rment charges noted above
impacted oir property, plant and equipment balances and ?re not included in the above table. Add]tmrrally,
the European Commission fine is included as a component of our other long- term liabilities balance on our
consolidated balance sheet and is not included in the above table. The MCC Legal Settlement was acémed
for and paid during 2006 and is also not included in the above table. i

(3) Cash payments are net of recoveries of $15.7 million in 2005 from Astaris for its share of shutdown and
remediation costs (see Note 5 for discussion on Astaris asset sale), : I

(4) Net non-cash reserve changes resulied. from our ability to meet certain obhgatlons on more favorable terms
than expected when the reserves were established and because some planned actions were ulumately not
undertaken. \ '

(5) included in “Accrued and other llabllmes aqd “Other long-term liabilities” On the Consolidated Balance
Sheets. . . I 1 1‘

NOTE 8 INVENTORIES : v f j

The current replacement cost of inventories exceeded their recorded values by $148 1 million at December 31,
2006 and $162.5 million at December 31, 2005 resulting in a LIFO gain in “costs of sales and services”. Durmg
2006 and 2005 inventory balances were reduced i in the U.S. due to liquidation of myentory quantities carried at
lower costs as compared with the cost of 2006 and 2003 purchases. Approximately 45 percent of inventories in
2006 and approximately 48 percent of inventories in 2005 are recorded on the LIFO basis. In 2006 and '2005

approximately 55 percent and 52 percent, respectively of inventories are determined on'a FIFO basis.
o, : ' t
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Inventories consvltted of the-following:
J |.. December 31,
R ! I . _ 2006 2005

. ‘ - . . (in Millions) '

. Finished goods and work in process ............................................. $1542 §$159.2
Raw-materials ... .. ! ....... R i oo 652 - 511
Net inventory . ... .. e, S KT U $219.4  $216.3

' R ! i *
S
NOTE 9 PROPER |['Y PLANT AND EQUIPMENT _ '
Property plant ar|1d eqmpment consisted of the following:
Deceniber 31,
. S ' 2006 2005 . .
[ ‘ : . : . (in Millions)
Land and land 1mprovements ..................... IR S EETRTII $ 1547 % 149.8
Mmeralrtghts |& ....... e e e - 338 248
Buildings . 1. ...... Eo SOUDMIU ST PR P 3620 3434
Machmeryandeqmprnent...........;.............‘...' ....... DETITTTPIIS i 23548 22624
Constructronmprogress....;'.....:..: ........ e 632, 567
Total cost .......... o S PR e P 29685 28371
Accpniu]atec{ldéprecizition......‘..................f...' ..... P ' 1,9434  1,825.1
“Properfy, plapt and equipment,'net e 81,0251 $1,012.0

- ) - " '

Deprec1atron expense was $116.4 million, $119.5 million, and $120.9 mlllron in 2006 2005 and 2004,
respectrvely R : .
) |

| L .
) In the second qu::mer of 2006, we entered into an agreement with the Prmceton Healthcare System to sell the
"FMC Research Centelr Facility in Princeton, New Jersey “The Research‘Center cJ:onsrsts of ‘office/and laboratory
. buildings on approxunately 150. acres ‘of land. Closrng on the agreement is subject to & nuiber of ‘conditions,

‘including dde dlhgen:ce by Princeton Healthcare System, rezoning and other govemmenta] approvals- to allow
- re- deve]opment of the property for medical center use. Closmg is not expected unttl laté 2007 at the earliest.

i

NOTE 10 iINCOM|E TAXES . . S : )
K - I -
Domestrc and foreign componems of income (l0ss) from contrnumg operatlons before mcome taxes are
shown below: ' ‘ o ‘ | N .
| 1 o . Year Ended December 31,
; B ? 2006 2005 2004
. ! ‘ ) {in Millions) -
Domestic . .. ... ... . ............................ Lo $1399 $ 449 3(25.7)
Foreign .......... e XEERE TP e N 73.6 1484 - 156.8 -
Total ... 0 ...... AT ISR SO $213.5 $i933 $13L1
i | 67 ,
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The prov1510n (beneﬁt) for income taxes attrlbutable to 1nc§0me from continuing o eranons consisted o‘f
I g p
. i | l k o E * Year Ended December 31,
fg o | ! 2006 2005 2004
R - I} ‘ l } ‘ ;. (in Miflions)
Current T | P ' - o .
Federal- .o,... .. U . ! e L 1S— @), $229)
“3F0re1gn ........... U RPN AN 115 350|385
oState L. ; ................... E l[ ............... = — 5 =
Total current ....:...... TP 00 TR s 259 [156
Deferred ..o N 572 564 (60.)
Total ....:...... SO e S l ................... $68.7  $823°  $(44.5)
A K | e - ’
‘Total mcome tax pr0v131ons (beneﬁts) were allocated :as follows:
v | : -
,l‘ Lo | ! 1 Year Ended December 31,
: ; ‘ I | 2006 2005 - 2004
: ' P L [ . (inMillions),” | .
7-Contimumg operauons .......... e e $ 687 " $82.3 ' §|(44.5)
Dlscicntmued operauons J TN, e A B AU e 68 61 [(331) .
Cumulatwe effect of change in accountmg principle - ... b e - 03,  —
' Item’s charged dlrectly to stockholders’ equity ... .|.. 0L S USSR 27.0) 46 T (249
Total ....0...of bl |% ............. $349  $927  s(102.5).
| oo o ‘_l l . : . i ' | " N . _ _— - -
Slgmﬁcantl componenlts ‘of the deferred ml:ome tax provision (benefit) attributable to income |from -
continuing operatlons before income taxes are as follows: l
SN IS L
L ].' | l A \ 1 Year Ended December 31,
C : o | o i ] 2006 2005 2004
U L T e ] ; S l-’ ) ' (in Millions) )
. Defelrred tax- (exc]usnve of valuatlon allowance) 4"‘ ....... ST 9483 $38.8  $(76.1)
Increase in the valuauon allowance for deferred tax assets j fl: ............ N R X') 176  16.0
'Deferred mcorne tax pr0v1510n (beneﬁt) .......... Ao BN r ............... $57.2 . $56._4l . '$660.-1)‘
) I . i SN ' o .
T ; ' ST A': .'1';_ . - i T ¢
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Srgmﬁcam components of our deferred tax assets and ltabllmes were attnbutable to:
-

! : ' Year Ended December 31,

N : 2006 2005

. | {(in Millions} 7
Reserves for dlscontmued operations, environmental and restructuring ........ . $ 950 3189.7
Accrued pension and bther postretirement beneﬁts ........................ “. 20.2 25.7
OREr FESEIVES .. ...l ottt 34.6 2713
Alternative r!mmmum and forelgn tax credit carryforwards ....... ... ... ... - 79.5 817
Netoperatlnglosscarryfonvards e e e e .. 72690 210.5
Other ... i i e e 39.0 21.1
Deferred tax assets |................. TR 5373 . 5560
Valuation allowance |.................. e e e o (81.5) ~(72.6)
Deferred tax assets, net of valuation allowance ......................... L $455.8 $483.4
Property, plant and equipment, nets....... e e $ 695 $ 64.0
Other ....1....... I .......... e e e L L 1.8 -12.9
Deferred tax liabilities . ... .. .. e e e S A . $ 713 $ 76.9

) - -—
Net deferred tax assets .................. P [P $384.5 $406.5

1 —_—

We ha\;e recogmzed that it is more llke]y than not that certain future tax beneﬁts may not be reahzed as a
result of current and future income. Accordingly, the valuation allowance has been increased by $8.9 million in
the current year to reflect lower than anncnpated net deferred tax assct ut]llZElIlOll We believe that it is more

likely than not that future earnings will generate sufﬁcnent taxable income to utlhze the net deferred tax assets -

recorded as ?f December 31, 2006. i L
. . l.‘l B

.

At December 31 2006, we have 'net operating loss and tax credit carryforwards as follows: U.3. net
operating loss carryforwards of $580.0 million expiring in varymg amounts and years through 2026, state net
operating loss carryforwards of $1,205.5 million expiring in various amounts and years through 2026, foreign net
. operating loss carryfclnrwards of $13.8 million expiring in various years, U.S. foriergn tax credit carryforwards of
$33.4 million expm'ng in various amounts and years through 2015, and alternative minimum tax credit
carryforwards of $46.2'million with no exprrauon date.
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The effective income tax rate applicable to income from|conunu1ng operatlol}s before income taxcs was
dlffcrent from the statutory U.S. federal income tax rate due to-the factors listed in the following table:

! Year Ended December 31,

T

: : b 2006 2005 2004
Statutory US. taxrate .. ...t S I U 1 35% 35% 35%:
Net difference: : ‘ A '
U.S. exportsalesbenefit ..L............ ... .. P (D) (2) €]
Percentage depletion . .. .. S  (8) (6) 3)
State and local income taxes less federal income tax benefit .. .............. 1 | 1 . (1)
Foreign earnings subject to dlfferent taxrates .............. e [ (D @) (11)
Net operating loss carryforwards unbenefited (benefited) .....71.............. o — C)]
AJCAdividend ... ....ciiiii i b — 10 L
Tax on intercompany leldends and deemed dmdend for tax purposes ......... J— 4 12
Nondeductible eXpenses ..l.. ... ... PR P l 6 - 2 |l
Minority interests ....... b A i .............. 1 1 1
Equity in earnings-of affiliates not taxed ........1, . ... i e l — (n - (1)
Effect of favorable IRS tax pronouncement .' ............ U B ’ — _— (30)
Ad]ustment for settled matters previously reserved | ... .. T — (11} !--—
Change in valuation allowance and other . . . . . . .. b : ........... L] 4 17 (25)
Total difference ... ... ... R L T L (3) 8 (69)
Effective tax TLE . .« oo vv ol oot e e e e e : 1 .............. { 32% 43% . (34)%

" : ! i | 1
, ' !

In 2006, we had tax ad_]uslmems to our COHSOlldaled mcortne tax expense totaling $12.5 million assocllated ‘
primarily with adjustments to deferred income tax assets 2005, ttax adjustments of $21.7 million which included
charges of $31 .9 million associated with repamanons net taf benefits of $19.2 mllhon primarily related to
agreements On certain prior year tax matters prev1ously reserved and charges of $9.5 million assoc1ated!w1lh
adjustments to deferred tax liabilities. 2004 tax adjustmems were a benefit of $71.0 miltion primarily as a result
of a tax benefit of $386!mlll1on from an ad_luslment to mcome tax liabilities jdue to a December 12004»
pronouncement from the Internal Revenue Serv1ces {(“IRSY), a'tax benefit of $31.1 million primarily related to
valuation allowance adjustments and a tax beneﬁt Oif $1.3 mﬂllon resulting from a refund received from the IRS

Our federa] income tax returns for years throuéh 2001‘havé been exammcd by the Internal Revenue Scrv1ce

‘(“IRS™) and substantially all issues have been seltlcd We beheve that adequate proynsnon for income taxes has

been made for the open years 2002 and after. Income taxes have not been provided for the equity in undistributed
earnings of foretgn consolldated subsidiaries of $309.0 mllllo? or for foreign unco:nsolldated subs1dlanesI and
affiliates of $6.3 million at December 31, 2006. Restrictions on the distribution: of these earnings are not
significant. It is not practical to estimate the amount of taxes that mlght be payable llnpon the remiitance oflsuch
earnings. Foreign earnings taxable as dividends were $1.4 mitlion, $521.9 million 'and $36.7 million in 2006,
2005 and 2004, rESpectlvely | ' !' | : !

b

i )

'

American Jobs Creation Act ; .

’ On October 22, 2004 ; the American Jobs Creauon Act (the “AICA”) was 51gned into law. The AJCA
provides for.the deduction for U.S. federal income tax purposes10f 85 percent of certain foreign earnings that are
repatriated, as defined in the AJCA. During the year ended December 31, 2005, we repatriated $528 mllll()n of
foreign earnings' and capltal of which approximately $480 million were qualifying dividends under the AJCA '

' We recorded an income tax }:harge in 2005 of $31.9, million' associated with total AJCA repatriations. This charge

mcludes $18.8 million on the repatnatlon of the quallfymg dividends subject to the 85 percent AJCA prov1s1on
?
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: NOTE 11 iDEBT
Debt maturing _Wlthlll’l one year:
.o . l . .
Debt mz;tun'ng within one year consists of the following:

[ ' - December 31,

' | ‘ 2006 - 2005
. ' | ! ‘ . ' _ (in Millions)
Short-term debt. T P e . A $ 537 $7195
Current portriJon of long-term debt ......... P P R 525 - 09
Total debt maturing vullthm ONE YEAM ..\ vvveaeeeeineeannnes P $106.2  $80.4
I p—————— prmm—
Welghted average interest rates for short-term debt outstanding at year- end .............. 12.4% 12.2%

1 i
- Short- term debt cons:sted of forelgn credit lines at December 31, 2006 and December 31, 2005. We provide
parent- company guar.mtees to ]endmg institutions providing credit to our foreign subsidiaries.
. y
Long-term debt: !
-Long-te;rm debt consists of the following:

| December 31,2006 -
’ oo Interest Rate  Maturity ~ __December 31,
i . .. L . Percentage; Date 2006 2005
- ; ‘ ' s : ‘(in Millions)
Pollution control and. 1ndustnal revenue bonds (less | unamortized i . - )
discounts, 'of $0.3 nlulllon and $0.3 million, respectively) -........ 3.55-7.05 2007-2035 $216.7 $2175
Debentures (less unamomzed discounts of $0.1 million and $0 2 o : -
million, respectlvely) ................................... : 775 2011 45.4 45.3 .
Medlum—term notes (Iess unamortized discounts of $0 1 million and : cot
. %0a mllllon respelcllvelyj ..... [T Coo..ul.o... 700732 20072008 174 1174
European relvolvmg credit facility ... .5 ..o 0 Wil e 412 2010 1964 2603
Otherdebt.*..“.'..'..‘..v......................:....‘....' ..... 250 2007 01 02
“Totaldebt ... ....L...... .. O e 5760  640.7
Less: debt matunng wnhln_one YEAr ...\ I ' 52.5 0.9
Total long- term debt! L . - . $523.5 $639.8

Ir - . : N B i . '

At December 3] 2006 we had $196. ‘4 million in U.S. dollar equwalent revolvmg credit facility borrowings
under ‘the’ European (‘redlt Agreement resulting in avarlable funds of $91 7 mllhon This! facnllty was fully drawn
“at December 31; 2005 h ;

Sk
! R +

We had no bonowmgs under our Domestic Credlt Agreement at December 31, 2006 and 2005 Letters of
credit outstandmg under the Domestic Credit Agreement totaled $144.5 mlllron and $147.4 million at
December 31 2006 ¢md December 31, 2005, respectively. Available funds under the Domestlc Credit Agreement
were $455 5 mlllron at December 31, 2006 and $452.6 million at December 31, 2005. -

'
At December 3[ 2006, .our debt credit ratmgs were BBB and Baa3 as assrgned by S&P. and Moody s,
respectwely )
i
|
1 N i 71 .
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Maturities of long-term debt t |

Maturities of long-term debt outstanding, excluding discounts, at December, 31, 2006 are $52.5 million in
2007, $77.8 million in 2008 $2.1 million in 2009; $208.9 million in 2010, $50.8 million in 2011 and $184.4

‘ nnlhon thereafter. i ! ! . } }

: i
. f
Covenants : 1 ] E . t

Among other resmcttons the Domestic Cred:t Agreement and the European Credit Agreement contain
- financiai covenants apphcable to FMC and its consolidated subsidiaries related to lev'erage (measured as the ratio
of adjusted earnings to debt) and interest coverage (measur%ed as the ratio of interest expense ' to ad]usted
eammgs) We were in comphance with all covenants at December 31, 2006. |
i , , L N

‘ ! ] |

Compensatmg Balance Agreements , ! . '

We maintain informal credtt arrangements in many forugn countries. Foreign lines of credit, which mclude
overdraft facilities,. typlcally do not require the mamtenance of compensating balances, as credit extension is not
guaranteed but is subject to the availability of funds !

|
| t‘

2005‘Refinancings '

Domesttc Credit A gr.«,emem ' . : ,

L

, t
. ; . i
|
!
]
i

On June 21, 2005, we executed a new $850.0 million, ﬁve -year credit agreement (the “Domestic Credtt
Agreement”), which pr0v1ded for a $600.0 million revolvmg credit facility ($250.0 million of which is available
for the issuance of letters of credit) and a $250.0 imillion term loan facility. The dnnal borrowings under the
Domestic Credit Agreement, which is unsecured, were used to prepay all borrowmgs and terminate the prevmus
$600.0 million senior secured credit agreement.’ The $250.0] million term loan lftnder the Domestic Credlt
Agreement was prepaJd on December 21, 2005 w1th proceeds from the European Credit Agreement, as described
below. No further borrowmgs are permitted under the term loan fac1ltty :

i :
Obligations under the Domestlc Credtt Agreement bear interest at a floating rate which is, at our optmn

either a base rate or a London InterBank Offered Rate (“LIBOR”) plus an apphcable margin. The apphcable .
margin is subject to adjustment based on the ratinglassigned to the revolving credit facility by each of Mooldy 5
Investors Service, Inc. ("Moody’s”) and Standard & Poor’s Corporanon (“S&P"). At December 31, 2006 the
apphcable margin on LIBOR based loans was 0.75 percent. At December 31, 2006, if we had borrowings under
our Domestic Credit Agreement then the apphcable rate would have been 6. a7 percet{t per annum.

In connection with entermg into the Domesttc Credit Agreement, we wrote oiff $1.2 million of deferred
financing fees associated with our previous credit agreement and $0.6 million of feks associated with the|new
agreement In addition, with the prepayment in December 2005 of the term loan under the Domestic Credlt
Agreement we wrote-off $0 1 million of fees assocnated with that facility. These feels were previously mc]uded
as a component of ¢ ‘other assets in our consohdated1 balance sheet and were recorded|as “loss on extmgutshment
of debt” in the consolidated statement of income for the year ended December 31, 2005

European Credir Agreement : ‘ ’ ’

On December 16, 2005 our Dutch finance subsuinary executed a new Credit Agreement (the “European
Credit Agreement”) which provides for an unsecured revolving credit facility in the amount of €220,000,000,
equivalent to approximately US$260 million. Borrowmgq may be denominated in euros or U.S. dollars. FMC and
our’ Dutch finance sub51dtary s direct parent provide guarantees of amounts due urider the European Credit

Agreement. X !
: i
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l
Loans ulnder the European Credit Agreement bear interest’ at a eurocurredcy base rate, which for loans
denommated]m euros lS the Euro Interbank Offered Rite, and for loaris denommated in dollars is L[BOR in €ach
case plus a margin. The applicable margin under our European Credit Agreement is subject to adjustment based
on the rating assrgned to the facility or, if the facility is not “rated, to FMC.by ‘each of Moody’s and S&P. At .
December 31 2006 Ithe applicable ‘margin’ was 0.40 percent and- the- applrcable borrowmg rate under the -
European CI‘Cdlt Agreement was 4,12 percent per annum, ) ! ¢ :
.f R : ! -
10.25 percenr Semor 1’|Vores Redemptton . T SRR . .
On July 2l 200‘5,‘usmg proceeds “of- borrowmgs under the Domestrc Credrt Agreement and cash on-hand,
we redeemed all of our 10. 25 percent Senior Notes due 2009, outstandmg in.the aggregate principal amount. of
$355.0 mllltlon Purstlant to the terms of the Senior Notes ‘dnd-the related mdenture we paid a redemptron
premium of $44 0 mrllron ln connectlon “with the redemption of our 10.25 percent Senior Notes; we wrote off
$11.4 mrllton of deferred ﬁnancmg fees. These amounts, along with the settlement of-a related interest rate lock,

resulted in a hpss on the extinguishment of debt” of $56. 6 million in the consolrdated statements.of income for

. the year ended December 31, 2(}05

rt . ' Co .
Sweérwater Coum} Industrtal Revenue -Bond Refuna‘mg o

On December 15 2005, we reﬁnanced $90 0, mrllton aggregate pnncrpal amount of Sweetwater County, '

l
“. Wyoming mdustnal revenue bonds rssued in 1994 through a new 1ndustnal revenue bond issue’in the same
. principal amount We reduced-our average mterest cost from 6 95 percent per- annum to 5.60 percent per.annum

and extended the maturlty date by 11 years The 1994 bonds were legally defeased by deposit with the trustee of
the’ proceeds “of the new t bond issue -and other funds prov:ded by FMC, and the bonds’ were subsequently
redeemed with-a 1. ptl,rcent 1edempuon premium on January 17, 2006. This reﬁnanemg resulted in-a charge of
$2.1 mrllron ‘that is al',o included in “loss on extinguishment of debt” for the year ended December 31, 2005.
o |
! | -
NOTE 12 ENV]R()NMENTAL

i o -
i

We are subject lo various federal, state, local and foreign environmental laws and regulations that. govem
emrssrons of air pollutants discharges of water po]lutants and the manufacture, storage handling and disposal of
hazardous substanr:esI hazardous wastes and othér toxic materials and remed1at10n of contaminated sites. We are
also Sllb_]CC[ to l1ab111nes arising'under CERCLA and similar state laws that i 1mpose responsrbtlrty on persons who
arranged for the dlsposal of hazardous substances, and on current and prevrous owners and operators of a facility
for the. clean—up of hazardous substances released from the facility into the envrronment We are also subject’to’”
liabilities under’ RCRA and analogous state laws that require owners and operators of facilities that have treated,
stored or drsposed of hazardous waste pursuant to a RCRA permit to follow certain waste management practices
and to clean up releases of hazardous substances into the environment assocrated with past or present practices.
In addition, lwhen deiemed appropriate, we enter, certain sites with potential llﬂblllty into voluntary remediation
compllancel programs which are also subject to guidelines that require owners and operators, current and
previous, to clean up releases of hazardous substances into the environment ‘associated with past or present

. practtces - 1
'

. We have been named a Potentrally Responsrble Party (PRP) at 31 sites on the federal government’s National
Priorities L1st (NPL) at which our potential liability has not yet been ‘settled. IIn addition, we received notice
from the EPA or Othll..l' regulatory agencies that we may be a PRP, or PRP equrvalent at other sites, including 37
sites .at thch we have detertmned that it is reasonably poss1ble that we have environmental lability. In
cooperatron with appropnate government agencies, we are currently participating in, or have participated in, a
RI/FS or its equrvale|~m at'most of the identified sites, wrth the status of each investigation varying from site to’

: I
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site. At certain sites, a RI/FS has .only recently begun prowdmg lirnited mformauon if any, relating to cost
estimates, timing, or the involvement of other PRPs; whereas, at other sites,. the StudleS are complete, remedial

action plans have been chosen, or.a ROD has been 1ssued ; : |

Enwronmental l1ab1]1t1es consist of obl1gat10ns relatmg o waste handling’ and the remedlatlon and/or |study
of sites at which we are alleged to have released or dlsposed of hazardous substances These sites include currenl
operations, previously operated sites, and sites associated with discontinued operatnons We have prowded-
reserves for potential environmental obligations that we consider probable and for wluch a reasonable esumate of
the’ obligation can be made Accordingly, total réserves of $189.6 million and $191.1 million, respecuvely,
before recoveries, were recorded at December’ 31, 2006 and December 31,2005, The long—tenn portion of these
reserves is included in “Environmental llab1lmesl _continuing 'and discontinued” on the consolidated balance
sheets, net of recoveries, al.nd amounted to $157 8§ million and $163.4 million at December 31, 2006 and
December 31, 2005, respectlvely The short-term pomon of ouricontmumg operauons obligations is record}:d in
accrued and other liabilities. In addition, we have estimated that reasonably pbssnble environmental | loss
contingencies may exceed amounts accrued by as much as $75 million at December 31, 2006.

| Co

To ensure we are held respen51ble only for our equnable share of site remediation costs, we have initiated,
and will continue to initiate, legal proceedings for contributions! from other PRPs. We have recorded recovenes
repreqentlng probable reallzauon of claims against insurance compames U.Ss. govemment agencies and c';ther
third partiés, of $37.0 mllllon and $20.7 million, respectively, at December 31, 200|6 and December 31, ZIOOS
The recoveriés at December 31, 2006 are recorded as either an offset to'the “Environmental liabilities, continuing
and discontinued” totaling $22. 4 million or as “Other assets’ totalmg $14.6 million in the consolidated balance
sheets. The recoveries at December 31, 2005 are recorded as an offset to the “Environmental llabnlmes
continuing and discontinued’. Cash recoveri¢s for the years 2006 2005 and 2004 were $3.6 mllllon $7.0 miltion
and $6.1 million, respecnvely. _ . . l ‘
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- The table below is a roll forward of -our envrronmental reserves, contmumg and dlscontmued -from

December 31 2003 10 December 31, 2006 o C : L
' oot ‘ - . - ' R ! - : OPErati_ng
) " | . v . : “"_ . .o .‘ | LT and
. I | . : T * Discontinued
1_ i ‘ : ‘Sites Total
) i - I " (in Millions)
Tetal environmental reserves, net of recoveries at December 31,2003 . .....:........... Y $186.1
o4 | | B
Provision ... F L LS T e SR Lo 340
Spending, net of recoveries ....." e o S D L e 23900,
Reclassnﬁcauons . I R D A VAR MU § W) K
P L L. ! o ] : . T
Nel Change eraaese | e e e B e (5.9)
Total envnroé'lmental reserves, net of recoveries at December 31, 2004 N - $180.2
Envrronmemal reserveis current, net of recoveries ... ........ PR e o $ 147
Environmental reserve|s long-term continuing and discontinued, net ‘of recoveries (. e 165.5
Total env1ror|mental reserves, net of recoveries at December 31 2004 ...l . $180.2
2005 - Ly , . AT : oo
, _Prowsmn..=.-...'..'.'..r......Z'.'..' ...... S B < 285
Spending, net of recoveries B R T PN e < ©{36.2)
.Recla551ﬁcat10ns....l.:.—..-.’...........:.:.......‘.“.'.'....*....'...‘ ..... FIDTT S @2
Nei Chiange ... 0 i bl i PR " (9.8)
Tota] enwronmental reserves, net of recoveries at December 31 2005 ..................... $170.4
Env1r0nment.jal reserveis current, net of recoveries ©.......0.. 0. b e .8 70
Env1r0nmental reserves, long-term contmumg and dlscontmued net of recoveries ......... SR “163.4
.'Total env:rolnmental reserves, net of recovenes at. December 31 2005 ......... .. 81704
2006 IR { R SR o :
" Provision r ............ S . 46.8
Spending, net of FECOVETIES .. ...\ ouuvvvninnernnnneenss e e ..(50.0)
| . A S
NetChange e T e R T (3.2)
RN I
Total enwronmental reserves, net of recovenes at December 31 2006 e - $167.2
Enwronmenlal reserves,. currem net of recoveries 4 ) P AN S oo PR $ 94
. Environmental reserves, long-term contmumg and dlscontmued net “of recovenes ..... e 157.8
Total env1robmental reserves, net of recovenes at December 31 2006 ....... . A $167.2

1

(N “Current” mcludes only those reserves related to contmumg operauons

Cur total envrronmental reserves, before recoveries, “include $176.4 mlllllon and $181.0"million for
remediation actwmes and S13.2 million and $10.1 million"for RI/FS costs at December 31, 2006 and

December 311 2005, respectwely ‘For the years 2006, 2005 and 2004 we charged $47.2 million, $32.9 million,

and $34.7 million, rCSIpeCIIlVEly, against eslabllshecl reserves for, remediation spe‘ndmg, and $6.4 million, $10 4
million and 1$10 4 mrlhon respectwely, against reserves for spending on Rl/FS .We anticipate that the
remediation and RI/FS expenditures for current operating, previously operated and other sites-will continue to be
significant for the forelseeable future. . T o
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!

In 2006, 2005 and 2004, we recorded environmental provisions totaling $32. 2 million, $28.5 mrllron and

$34.1 million, respectively. Of the $32.2 million mcluded for 2006 $46.8 million was recorded as an mcrease to

our environmental reserves, and $14.6 million was recorded asia recovery in “Other assets” on our consohdated

balance sheets. These provisions related to costs for the contmued cleanup of both operatmg sites and for certam
discontinued manufactunng operations from previous years. t 4
: |

I_ 1
. !
i |
. : !

On October 21, 1999, the Federal District Court for the Western District of Virginia approved a consent
decree signed by us, the EPA (Region T1I) and the DOJ regarding past response costs and future clean-up work at
the discontinued fiber-manufacturing site in Front Royal, Virginia. As part of a pnor settlement, goverr{ment
agencies have reimbursed us for approximately one-third of the clean- -up costs due,to the government’s role at
the site, and we expect reimbursement to continie in the future The: amount of| the reserve for antlcrpated
expenditures at this site is $32 2 million. _ . | - |

Front Royal . ?

[}
"
Pocatello i

. ! |

We have successfully decommissioned the Pocatello plant and formally reque{sted that EPA acknowledgc
completion of work under | a June 1999 RCRA Consent Decree. In addition, we completed the closure of the
calciner ponds under a July 2002 Consent Order. Future remedlatron costs include compliance with a|1998
CERCLA ROD which addresses ground water contamination and historic waste storage areas on the Pocatello
plant portion of the Eastern Michaud Flats Superfund Site. We ‘previously signed a CERCLA Consent Decree to
implement this ROD, however, in August of 2000, the Department of Justice (“DOJ”) withdrew the Consent
Decree to review the administrative record supportmg the EPA’s remedy selectlon decision. At this ume we
cannot predict potential changes in the scope of the ROD ‘resulting from ‘the EPA’s remedy rev1e“|f and
supplemental investigation triggered by the plant shutdown nor the date that an amended ROD will be 1ssued In
December 2006, the EPA issued a unilateral administrative order to us to address air emissions from vents
beneath the cap of one of the closed RCRA ponds Pond 16S. The current provision includes the cost of the
investigative work pursuant to this order, but not the cost of installing air eo]lectlon and treatment equ1pment
which we cannot estimate at this time. The amount of the reserve for Pocatello site is '$35.7 million. ‘

' i

1

t
I
. ' | ‘ .
Middleport : ' l- : 11 - |
At our facility in Middleport, New York, we have constructed an enginecered containment cover, cllosed
RCRA regulated surface water impoundments and are collectmg and treating bodl surface water runoff and
ground water, and completed remediation of soil at 14 residential properties adjacent to the site under a RCRA
Corrective Action Order. We continue to. investigate levels of potential contaminants in. the soil at vanous
properties in other areas near and around the site. However, additional costs may result if additional remediation
is required by regulatory agencies through interim actions or during the review and appmval of the final RiCRA
corrective measures study. These additional costs are 1nc'luded in the estimate of reasonably possible
environmental loss contingencies noted above. The amount of reserves for anticipated expenditures at this site is
$25.7 million. ) N I . |
| | | i

Other b L

Although potential environmental remedlauon expend1tures in excess of the reserves and estlmated loss

contingencies could be significant, the impact on our future consolidated ﬁnancnal results is not subject to

reasonable estimation due to numerous uncenamues concemmg the nature and scope of possible contamination
I
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A at many sntes 1dent1ﬁcatton of remediation alternatives under constantly changlng requtrements selection of new
KR * and drverse 'clean-up technolog1es to meet compliance Standards, the timing; of potenual expenditures and the
allocauon of costs among PRPs as well as other third parties. .-

o . . . 4 !
- Cheee ‘ Sui st -

- -7 ' The llabllmes ansmg from potenual envrronmental obl1gat1ons that have not been reserved for at this time
O may be matenal 16 any one quarter .or year's results of .operations in the futurel However we belreve any such
liability arising from potenttal envrronmental obllgatlons is not likely to have a materlal adverse effect on ‘our

T - liquidity or ﬂnancral conditionl and ‘may be sansﬁed over the next 20 yéars or longer
"_\'-' . . ea. % - , .Qe'f'. '

-, Regardmg cufrent operatmg srtes we spent $8.9 million, $7. 2 million and $4 9 lIll]llOll for the years 2006,
" 2005 and 2004 respectlvely, on capttal projects relatmg to envifonmental control fac1l1t1es Addmona]ly, in
N 2006, 2005 and 2004 we spent $25.9 mlllton $23.3 million-and $23. 3 mtlhon respecttvely, for. env:ronmental
e - comphancelcosts whrch are operatmg costs not covered by establlshed reserves L. - s -

L

. L .. . - . - e .
F"-::'." i+

5 - -NOTE 13 }PENSIONS AND OTHER POSTRETIREMENT BENEFITS !

;:‘. L ngdom Ireland artd Canadlan ‘defined beneﬁt _pension’ plans, - and 1ncluded,for 2006, our Norway defined
LA benefit pensmn plan’ plus our U.S other postretnrement healthcare and life i msurance beneﬁt plans: for continuing
.operatlons together with the associated balancés and net periodic benefit cost= recogmzed in"our consolldated

‘ . s

. L e
L : ﬁnancral statements as of December 31, are'shown in thé tables below. o o .
' o o . i . -_ B ,‘ . . fa u B l .y
L A-,SFASNo 158 P : -
B v In’ September 2()06 the FASB. issued SFAS No.. 158 “Employers Accountmg for Defined Beneﬁt Pension :

_- . .and Other Postrettrement Plans -an amendment of FASB Statements No. 87, 88, 106 and 1327 We, adopted SFAS

- No 158 on Decemb< r3l, ?006 Statement No <158 requn'ed us to recognrze 1n our consohdated balance sheets )

e " The funded status ~of -our’ US quallﬁed and nonquahﬁed deﬁned benleﬁt pensmn plans, our United * '

I
I.: - k3 ’the overfunded and‘ underfunded status “of - ‘our. defined beneﬁt postretlrement plans -The overfunded "or
R underfunded status-is deﬁned as the d1fference between the falr value of plan assets and the benefit: obllganon
BRI . Werare also requtred to; [IECOgNize as a component of other comprehensrve incomé' the actuanal gams “and losses
|, 7¢*  Tand'the pndr service costs and ¢redits that arise dunng the period..In accordanée Wlth SFAS No. 158, our 2005
’ TeoE accountmg and d1sc1hsures ‘were not affected by the adopt1on of the new standard The adoptton of SFAS No.'158
" on December 31; 2006 had no xmpact on. our earmngs . b
| e . s ~Y.‘ AL 3_;‘_- . . ' PRRTH
l ; e - The mcrernental effect-of applymg FASB No: 158 to the mdmdual hne 1tems in our consohdated balance
; R sheets as of, Decembcr 31,2006 are-as follows: c . . . :
;_;;{_- e, : . . .- . T ) - L
S e VAT SV DR : “Before | e :
e December 31, 2006 - l e m . E - Apphcatlon of SFAS No. 158 After Apphcatlon
OIS (ln Millions) ; . ‘ +.,-:- o - L iy Statement 158 . Adjustments  of Statement 158 -
T 'OtherAssets ...... L TS 168 (425) “$'1256°
. Defomed income taxes ..t ... .iehe et 3095 203 T 3308,
S Total Assets .|~ st $27562 L 212) 1$2,735.0"
- _ Accrued Pensron and Other Postrenrement Benefits, current ..... . 7. 5.-‘ o N
' . Accrued Pensnon and Other. Postretirement Benefits, long- -terin . ... _ 103. 4 295 L 1329
. "7 Reéserve for DlSCOl’lIlPUGd Operattons (see'Noted) ............. 59 2 @29 - 363,
- Accumiulated other comprehenswe loss ........... DTN e (29 3)' - (2718 - (57 l)
: : . o Total Stockholclers equrty e T ... 810473 ’ (27;8) T $1,0195
L Total liabilities|and stockholders equity ... il $2,756.2 (212)  $2,7350
- ‘ 77 -
. g ) ' ’ .
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contmued)

The following tables ref,'lect a measurement date of Decembg:r 3L

|
|
|
|
|
ﬂ
|
\

i S ] r ; .
; ‘ St Pensions Other BenLﬁts
' ' { December 31, |
i . ; | S , " T2006] 2005 2006 2005
P ' S | (in Millions)
Accumulated benefit obligation: o ! ‘
Plans with unfunded accumulated benefit obhgauon ..... e e $9141 58417 $— § —
Change in projected benefit obhgatlon ) : ' ; - L -
Projected benefit obligation at January | RN PETT T P $901.6 $8532 5503 $77.1
Servicecost .. .......... e O 186 15.8 02 |03
Interest cost . ... ........ ETTERTE R PR PPPPP (A B . 54.8 50.7 26 131
Actuarial loss (gain) .. ... [T T . P 30.? 6.2 26) (23.2)
Amendments . .......... e e e PP T 02 6.0 0.7) —_—
Foreign currency exchange'rate changes ... ....... R, L 5.6 52y — —
Plan participants’.contributions . ................ R R  TETRTR IRy 0.5 04 7.4 | 8.1
Benefits paid . ..... e o A dono (46.8) “@54) (124) 151
Transferin .......... PR e I L 1700 198 — _
Projected benefit obligation at Decamber 3o PR L e . 9822 901.5 . 44.8 50,3
Change in fair value of plan assets _ Py - E Lo
Fair value of plan assets at January | Y P 769.3 1326 T
Actual return on plan assets . ...........ooi.. . s P 109.4 551 — —
Foreign currency exchange rate changes .................... S 39 (3.3 — —
Company contnbutwns . : ............. [P e U S -35.1 i8.8 5.0 7.0
Transferin ............ e Gt 149 116 - |—
Plan participants’ contnbutlons ............ e P P ) 0.5 04 7.4 8.1
Benefitspaid . ... ... b s R S j....gﬂ; ....... L. (468)  (45.4). (12.4) - (15.1)
Fair value of plan assets at Deccmber ] I Y S v 8868 ° 7698 @ — ' |—
Funded status of the plan (hablhty) .................. S SRR RTERI Voo (954 (1317) . _(443) (‘50 3)
. | A 3 . o
Unrecognized actuarial loss (gam) (iN2005) ... .iiiii i L 1183 10.2)
Unrecogruzed prior service cost (mcomc) (in2005) ..... EERER Lo ' e l -, 82 I(4.4)
Unrecognized transition asset in'2005) ............... FUCTTOS PO Y | ©.7 -
| o ’ | ——
Net amount recognized in the balance sheet at December 3%, 2005 ..... P I P 59 $(64.9)
Amount recognized in the consolidated balance sheets: S . . - i
Pension OtHET BSSEE . . ...« vuul e et e ettt et et $ 02 § — §$— $‘_
Prepaid benefitcost .........0 .. ... T : ‘ ........ =t 1.2 - — —
lnta.ngiblcasset.............i ................................ L = 84 . — —
Accrued benefit liability ... .......... ... ... S L (95.6) (78.8) (44.8) (64.9)
Accumulated other comprehensive loss—pretax .. .. ... . ERRRSEEREE 'I ........... -} 63.3 — —
Total "...... DU U SO B e e e $(954) $ (5.9) $(44.8) $(64.9)
: i v 2 A e
The amount in accumulated othcr comprehensive income (loss) that have not yet been [ _ '
recognized as components of net periodic benefit cost at Deccmber 31, 12006 are as
follows: \ i
Net transition asset ........... SERERRERY [P N bviiiiienns 3 07 $ — |
Prior service (cost) credit ... ., R, SR N S (6.9) 3.8 I
Net actuarial {loss) gain -...... e LS (I e “(109.1) 11.8 [o
Accumulated other comprehenswe income (loss)—pretax .‘ ....... L 1 ........... (115 3;) 15.6 J‘
Accumulated other comprehensxve income (loss}—net of tax . N : ........... $.(74.7) 13.5 }
i . ’ ! . l : I
{ L |
i ) ! I
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, FMC CORPORATION
1
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

- The esnmated net actuarial loss, prior service cost and net transition asset for our pension plans that will be
amortized from accumulated other comprehensive loss into our net annual benefit cost during 2007 are $3.9
million, $1 6 million and ($0.1) million, respectively.-The estimated net actuarial jgam and prior service credit for
our other beneﬁts that will be amortized from accumulated other comprehensive income into net annual benefit
cost during 2007 will be $2.0 million—income and $0.1 million—income, respecuvely ‘

Followmg are the weighted average assumpuons used to determine the benefit obligations at December 31
DiISCOUNt RALE . .. ...l et et et et e e e a e 6.00%: 6.00%  600%  6.00%
Rate of compensanon INCTEASE ...\ 'o'iireitieraeanns e 4.20%,. 4.20% — —

The followmg té}ble summarizes the weighted-average assumptions used for and the components of net
annual benefit cost for the years ended December 31:

| ' : ) Y;ar Ended December 31
i . Pensions Other Benefits -

. I i 2006 2005 2004 2006 2005 2004
D.scoumrate?........!.....................‘ .................. 600% 6.00% 625% 6.00% 600% 6.25%
Expected return on plan assets ............................... L. 8.75% 875% 875% — — —
Rate of compensation mcrease .................................. 420% 4.20% 4.00% — —_ —
Components of net annuil benefit cost {in millions): :

Service cost .. ... U $186 $158 ‘$140 $02 $03 $ 04
Interest cost . . . . . R EERTRPPREY 54.8 50.7 487 2.6 3.1 4.7
Expected return on plan 1<) - U (66.2) (61.6) (57.2) — — —
Amortization of tra.nsmon F 171 (0.1) (0.1) 01y — — —
Amortization of pnor SEIVICE COSL . vt ierirennann s 2.0 1.8 1.6 (1.3) 2.0 24
Recognized net actnana] (gain)1oss ... 55 -3.0 1.8 (1.0y (0.4) 0.7
Recogmzed gain due tocurtailment ............. ... ... ..., — ; — " - — (3.0
Net annual beneﬁt cost from continuing operations .. .. .............. $146 § 96 6 $ 88 305 $10 §04

The asset allocanon for our U.S. pension plan, and the target asset allocation for 2006 by asset category, is shown
_in the table below 'I‘he fair value of plan assets for our U.S. qualified pension plan was $832.0 million and $738.7
million, at December 31 2006 and December 31, 2005, respectively. The expected long-term rate of return on these
" plan assets was 8.75 pelrcenl for 2006 and 2005. In developing the assumption for the long term rate of return on assets
for our plan, we take mto consideration the technical analysis performed by, our outside actuaries, including historical
market returns, mformatlon on the assumption for long-term real returns by asset class, inflation assumptions, and
expectations for standalrd deviation related to these best estimates. We also consider the historical performance of our
own plan’s trust which has earned a compound annual rate of return of approx1mately 12 percent over the last 10 years
(which is in excess of. comparable market indices for the same period) as well as. ‘other factors. Given an actively
managed mvestment portfolio, the expected annual rates of return by asset class for our portfolio, using geometri¢
‘averaging, and after bemg adjusted for an estimated inflation rate of approximately 3 percent is between 9 percent and
1 percent for both U.S. and non-U.S. equities, and between 5 percent and 7 percent for fixed-income investments,
which generates a total'expectf.d portfolio return that is in line with our assumption for the rate of return on assets.

Percentage of Plan Assets
; f ) December 31,

Asset Category| Target Asset Allocation 2006 ‘ . 2005

Equity securities ... .. I ....... 80— 85%: 79.4% . 74.0%

Fixed income mvestments ceees 15-25% 18.0% | 22.4%
Cash and other short-term

investmems; ....... T ....... 0-5% 2.6% ; 3.6%

Total .......... bns 100.0% ) 100.0%

to
The fair value (‘:f plan assets for our foreign pension plans totaled $54. 8 million and $31.1 million at
~ December 31, 2006 and December 31, 2005, respectively. These plan assets are invested in either equity
securities or fixed income investments.
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NOTES TO CONSOLIDATED FINANC[AL:STA-TEMENTS—-(Continued)

N I

Our U.5. qualified. pensmn plan’s investment strategy con51sts of a total return investment management
approach using a portfolio mix of equities ‘and fixed income investments to maximize the long-term retum of
plan assets for an appropriate level of risk. The goal of this strategy is 1o minimize plan expenses by matchmg
asset growth to the plan’s liabilities over the long run. Furthermore equity mvestments are weighted towards
value equities and diversified across U.S and non- -U.S. stocks. Derivatives and hedgmg instruments may be, lused
effectively to manage and balance risks associated with the plan’s investments. Investment performance and
related risks are measured and monitored on an ongoing basis through annual ltabtlny measurements, periodlc

asset and liability studies, and quarterly investment portfolto reviews. |
: |

We made voluntary cash contributions to our U S. quahﬁed pension plan of $30.0 million and $15.0 million
respectively for 2006 and 2005 In addition, we paid nonqualified pension benefits fr'om company assets of|$2 7
million and $2.5 million, tespectively for 2006 ;and 2005, We paid other postrettrement benefits, net of
participant contributions, of $5.0 million and $7.0 million in 2006 and 2005, respectwlely

|

|

1

\ 5 i
! | |
| |

|

|

|

The following table reflects the estimated future benefit payments for our pension and other postretlrement
benefit plans. These amounts are reflected net of the annual Medicare Part D subsidy (see below) of approximately
$1.5 million per year. These estimates take into consideration expeécted future service, a$ appropriate:

I

Estimated Net Future Benefit Payments :
(in millions) ) . ]

I
l
t
‘ . |
2007 .......... e SOTDIRU FODTUUR OV $ 55.7
2008 ... e e e 582 ‘
2009 ...l S O e 90, |
2010 ... e S e 60.5
2011 .o e L 636 |
2012-2016 ............. s S 3507

We completed our evaluation of the Medicare Act during 2005 and determined the estimated effects of the
Medicare Act on our retiree medical plan and the other postretirement benefit habllltles and net periodic other’
postretirement benefit costs reported in our consohdated f'mancral statements. Our retiree medical planl was
determined to be actuarially equwalent to the Medlcare Part D benefit and therefore we began to collect the
government subsidy in 2006, for those participants who elect to remain in our plan. As a result, the effect of the
government subsidy and other related effects of the Medicare Act for the year. ended December 31, 2006 and
2005, was a benefit of $1.6 and $2.5 million, respectwely, Whlch is reflected as a reductlon in our net penodlc

other postretirement benefit cost from contrnumg operat1ons ! ' , |
} | -

We implemented an additional plan change to the retirec life insurance plan in 2004, eliminating the life
insurance benefit for salaried and nonunion hourly employees who retire on or after January 1, 2005. This change
had the effect of reducing our other postretirement benefit obligations by $1.0 million at December 1, 2004 a'nd it
resulted in a net reduction in our other postretirement net annual benefit cost of $2. 9 miliion for the year ended

December 31, 2004, including a curtailment gain of $3 0 million: : !

Assumed health care cost trend rates have an effect on the*other postretlrement (benefit obligations and net
periodic other postretirement benefit costs reported for the hea]th care portion of the other postretirement plaln A
one-percentage point change in the assumed health care cost trend rates would have the following effects at
December 31, 2006: : . ! i 1
I One Percentage  One Percentage
Point Increase  Point Decrease

i {in Millions) i
]
|
|

Effect on to1al of service and interest cost components of net annual other postretirement :
benefitcost(mcome)......................................\ ............... $0.0 $(0.0)
Effect on other postretirement benefit obligation . ... ... e [PV . 306 $(0.€|>)

! |
I
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FMC Corporatlon Incentive Compensatlon and, Stock Plan ' ; -

" the stock od the date of the award.

| - FMC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

i
In 2005 we added our Ireland pension plan and-in 2006 our Norway pens1on -plan to our disclosures. The
United Klngdom ancl Canadian pension plans are. included in our dlsclosurels for all years presented. ‘The
financial impact of co'mphance with U.S.-GAAP pension accountmg literature for other non-U.S. pension plans is
not substantially different from the locally reported pension expense. The cost of providing pension benefits for
foreign employees ‘covered by the other non-U.S. plans, including fér Ireland in 2004 and Norway in 2005 and

. 2004 was. $2.6 mrlllorll in 2006, $3.2 mllhon in 2005 and $3.0 m1ll1on in 2004, -E

FMC Corporatlon Savmgs and Investment Plan The FMC Corporauon Savmgs and Investment Plan is
a qualified salary redpcnon plan under Section 401(k) of the Intemal Revenue Code.in which substantially all of
our U.S. employees may participate by contributing-a portion of their compensation. We match contributions up

1o specified: percentag,es of each’ employee’s compénsation depending on how the employee allocates' his or her

conmbunons Charges against income for the matching contnbunons were $6. 4lmrlhon in 2006, $6 3 mllhon in
2005, and $6 Lmillion in 2004, ) oo _ |

'NOTE 14 iSHARE-BASED COMPENSATION - ‘

Stock Compensation Plans

We have a share based compensatlon plan ‘for certain employees, officers and directors. This plan -is
described below. . IV . e
1 . ) t

- The FMC Corporation Incentive Compensatlon and . Stock 'Plan™ {the - l“PIan”) was approved by -the
stockholders on -April-20, 2001. The Plan, which is a successor to predecessor plans dating back to 1995,

|
provides for the grant of a vanety of cash and equity awards to officers, dlrectors employees and consultants,

including stock opnolns restricted stock, performance units-{(including restncted stock units), stock appreciation

rights, and muln -year management incentive awards payable partly in cash and partly in common stock. Since

2003, the FMC Corporanon Compensanon Plan for Non- -Employee Directors (“dlreetors plan”™) has been treated

as a subplan under the Plan, and the equity awards granted under the directors’; plan have since been treated as

awards made under the Plan. The Compensation’ and Organization Committee of the Board of D1rectors (the

“Commlttee ", sub]el.t to the provisions of the Plan, approves financial targets,’ ‘award grants, and the times and
conditions for paymelnt

Stock opnons granted under the Plan may be 1ncent1ve or nonqualified stock options. The exercise price for
stock optlons may not be less than the fair market’value of. the stock at the- datef of grant. Awards granted under
the Plan vest or become exercisable-or payable at-the time de51gnated by the Comm1ttee which has generally
been three years from the date of grant:'Incentive and nonquahﬁed options gramed under the Plan explre not later
than 10 years from the grant date (15 years for grams prior to 1996). - ] :

'

Under the Plan awards of restncted stock may be made to selected employees .The awards vest over
periods des1gnated tlay the Committee, which has generally been three years,{with- payment conditional upon
continued employment. Compensanon cost is recognized over the vesting perlods based on the market value of

| The total number of shares of common stock-under the Plan 157.2 million, which is in addition to the shares
available from predecessor plans. Cancellations (through expiration, forfeiture, itax withholding or otherwise) of

: outstanding awards increase the shares available for future awards or.grants. As of December 31, 2006 we had a

total of 2.7 million shares available for future grants of share—based awards. On April 25, 2006, the stockholders
approved our proposled reallocation of 1.3 million shares avallable for 'stock opnon awards to shares available for
restricted stock resnl*lcted stock units, and other management incentive awards. .

i 1
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-~ Included under the directors’ plan are- retrrement beneﬁts _provided for and earned under the former plan
that, -effective January 1, 1997, were converted into fulIy velsted restricted stocklumts payable in sharles of
c0n1mon stock upon retirement from the Board. rIn addmon‘ beginning in 20001d1rector compensatlon has
mcluded instead of stock options, restncted stock. units with 'a one year vesting period, payable in shar'es of
common stock upon retirement from the Board. At December 31, 2006 and 20053,{ there were restricted stock
units (including any remaining converted restricted stock umts) representing an aggregate of 97,847 shares and
92,049 shares of common stock respectively, credited to the directors’ accounts. At December 31, 2006 and
2005 common stock optlons for 3,146 shares and 23 452 shares, respectively were outstanding under the
directors’ plan at exercise pnces ranging from $33. 76 10 $40. 56‘} i

P f : H |

Stock Compensatwn I : ! o |}

As discussed in Note 1 we adopted SFAS 123R on January 1, 2006, we recogmzed a total of $8.1 million
($5.3. million after-tax) in share based compensatlon expense durlng the year ended December 31, 2006. JThls
expense is classified as selling, general and adrmmstrattve m our consolidated statements of income.| The
incremental effect of the adloptlon of SFAS 123R on both our basuc and diluted’ earrungs per share for theyear
ended December 31, 2006 was $0.06 and $0.06, respectively. The incremental effect represents compensatton

'expense related to stock opuons See below for funher detail on ?ur stock options. ?
i

We recewed $25.6 million in cash related to stock option exercnses for the year,ended December 31, 2006.
We did not recognize any excess tax benefit in our consohdated balance sheet at December 31, 2006 frorb the
exercise of stock options and the vesting of restricted stock: occurnng during the year, ‘ended December 31, 2006
due to our net operating loss carryforward posmon As a;result, there were no tax-re]ated cash inflows from
financing activities tied to the exercise of stock optlons and the vestmg of restricted stock occurring durmg the
year ended December 31, 2006 In addition, the shares usedifor the exercise of stock optlons occurring during the
year ended December 31, 2006 came from newly 1ssued and treagury shares, ! |

" Please refer to table in Note I that itlustrates the effect on'net mcome and earmngs per share to our sbock
compensation plans for the. pI'lOI' pertod. This Note also illustrates the amount of share-based compensatlon
expense recorded during the | years ended December 31, 2005 and 2004. _ \

I
Stock Options 5 : l iy 7 t ' |

The grant-date fair value of the stock options we granted in the year ended December 31, 2006|was
estimated using the Black- Scholes option valuation model, the key assumnptions for which are listed in the table
below. The expected volatility assumption is based on the actual historical expenence of our common stock. t‘The
expected life represents the period of time that optlons granted are expected to be outstandtng and was calculated
using the simplified approach’ prescribed by Staff Accountmg Bulletm No. 107 (SEC’s interpretation of SlFAS
No. 123R). The risk-free rate is based on U.S. Treasury securities with terms equall to the expected timing of
stock option exercises as of the grant date. The dividend yleld assumptlon reflects our announcement of the
payment of a dividend on our F common stock ‘ oy : | l

i . !

Black Scholes valuation ass;umptions for 2006 'stoc;k option gr'ant - ‘
t ; .

Expected dividend yield . ........... ..... . O S 1.2%
Expected volatility ..................... e, U FRUUR 32.0%
Expected life (in years) 1. ............ e :] ........... 6.5!
Riskfreeinterestrate.: ............ e ........ S SRUURUUREEEEE B 4.6%

was $22.94 per share i
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The followmg sumnmary shows stock option activity for employees under the Plan for the three years ended

.December 31 20063 | . r oo
. . |- ‘ . * Number of Weighted-Averaige . R
i | . Options Granted " Remaining | Welghted-Average Aggregate
. . But Not Contractual Life Exercise Price Intrinsic
) o ] s . ‘Exercised (in Years) | Per Share = - Value'
o e _ : " Number of Shares in Thousands| © 7 (InMillions)
‘ December 31, 2003 (2, 650‘sharese)_tercisable)_ e 4,556 , $29.41
CGranted b s L $37.95 ,
Exercised .. !......... e P | ¥ 13 L $29.06 e
Forfeited .. .. .[......... e FUN ‘- (67) ; $26.10
December 31’ 2004 (l 734 shares exerc1sab1e) o 3;162 S $30.32
. . —_— .. } -
Granted . : st 23 I s4806.-
Exercised . . !_,‘-_ U S, e (752) : $33.28 _
Forfelted ........ IO W e LU (30) ' - C %2449 -
December 31I 2005 (1‘559 shares exerc1sable)= - 2,613 ‘_ . frn' T T$31.12 IR
Grantéd l ..... sl U [ .. -$62.55 L=
© Exercised ..L....... e 94 o $26.90 $32.5-
Forfeited ., .. : . SR PO T ) B $46.0V . . —
December 31' 2006 (1, S S - . -
1,838 shanles vested and expected to vest) . i ‘1,851 - 58 $36.27 $74.6°
. ' ——— — i —_— _—

average exercise price of $29 79. - - . . ‘r

We recogmzed $3.4 mllhon ($2.2 million after-tax) in compensatlon expense related to stock options for the :

year ended December 31, 2006. We apphed a forfenure rate of two percent] per stock option grant in the
calculatron of such expense. :

*As of December 31 2006, we had total remaining unrecogmzed compensatlon cost related to unvested- stock

opttons.of; $4 2 mllhoh -which' will be ‘amortized over the welghted—average remalmng requrslte service perlod of

w

.approxtmately 1.8 years. . N . N { . P

1

1
The followmg tables summanze mformauon about ﬁxed-pnced stock opt1ons outstandmg under the Plan at

|

R - 07T Options Outstanding ,
. ) ' ' .| Weighted- - .
. - L Average Remmmng Welghted Average
- Lo Number Qutstanding: = Contractual Life Exercise Price
- Range of Exercise Prices | . . . at December 31,2006 . | {in Years) Per Share
Y e L . R - LT Number of Sharés in Thousands ~ 7 -
" $15.47 = $23 60 e U - T mt ) el . e 181595 -
. $24.26- $26 26 e . 100 ! 27 © $2535
. $31. 28 $3400.’...'.'...‘..‘... ....... e o 415 [ 4.6 '$33.59
$36.65- $38 85 .. ... T e - .‘_. . 606 o 49 $38.26 -
$48.00 = $6255 T A e ©408 ¢ * ﬁ e $54.77
Total.. ... 1.0l I e SUEUURE T © | SR £ $36.27 -
i. . | . = —
o 83
o .
|

_ The number of stock optlons indicated in the above. table as bemg exerc1sable as of December 31, 2006 had
an. mtrmsrc value of $57 2 million, a weighted- average remammg contractual term of 4.5 years, and a welghted-




! !

. FMC CORPORATION |
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

!
|
i ! ! i i Options Exercisable

: ¢ : ' Weighted-Average
. . i . Number, Exercisable  Exercise Price Per
Range of Exercise Prices . at December 31, 2006 Share

: ' } O Number of Shares in Thousands
$15.47 =$23.60 ..ottt PP 1322 $15.95
$24.26 -$26.26 ........ S O S 100 $25.35
$31.28-$3400 ........ e SR e , 1415 $33.59
$36.65-83885 ... ... .., e SERRRRETS ‘385 $38.44
Total ...t . U 1i222 $29.79

Restricted Stock :
_The grant-date fair value of restricted stock awarcls under the Plan is based on the market pnce per shlarc of
our common stock on the date of grant, and the related compensatlon cost is amornzed to expense on a stralght—

line basis over the vesting penod during which the employees'perform related services, which is typlcally three

years except for those eligible for retirement prior to the stated vcstmg period.
The following lable shows our employee restncted stock act1v1ty for the three years ended December 31,
2006. ' : S . !
i I
! | i Wenghted-Average
g : ! Number of  Grant Date Fair
} . : . . shares Value
‘ . i - . Cf Number of Shares in Thousands
Nonvested at December 31,2003 .............. e U 231 $27.93
Granted ............... L U L e 98  $38.6]
Vested ................ e e b e | (37) $35.9§
Forfeited ..... e [N R e (3) $38.55
Nonvested at December 31,2004 .............. e e 287 . $30.35
Granted ............... e e R s $49.14
Vested ................ AT SR e L a1 $25.55
Forfeited . ... .ovvvre e s . (8) $34.74
Nonvested at December 31, 2005 ........ PO R S 363 $36.57
Granted . ... ..o Lo fe : .......... o 76 $63.7$
Vested ................ PR e [ (103) $39.93
Forfeited .............. e e e T “(10) $44.68
Nonvested at December 31,2006 .............. . PO 326 $41.86

We recognized $4.7 million ($3. 1 million after—la.x) in compcnsatlon expense re]ated to restricted stock for
the year ended December 31, 2006. We applied a forfelture rate assumption of one percenl of outstanding girants
in the calculation of such expense. As of December'31, 2006, we had total remaining unrecognized compensation
cost related to unvested restricted stock of $5.5 ml"lOn wh1ch will be amornzed[over the weighted- avéragc
remaining requisite service period of appronmately 2.2 years. In connection with the adoption of SFAS
No. 123R restricted stock amounts totaling $11.9 'million’ weré: reclassified on the lconsolldated balance sheets
from'“other long-term liabilities” to “capital in excess of par value of common stock” since all of these awards
are deemed to be con51dered “equity classified awards” as defined in SFAS No. 123R'

- e ma L= . . - - -4.
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NOTE 15 STOCKHOLDERS’ EQUITY - | .
The following is Il summary of our capital stock activity over the past three years:

H .
. i

Common Treasury

i - Stock Stock
' {Nuamber of Shares
. . in Thousands)

December311 2003 ! ........ SR B S 43,435 7,874
Stockoplmnsandawalrds..':."....»..-...........................‘..:‘." ...... e 1,687 —
Stockforemployeebeneﬁltrust net ......... e — (144)
December 31, 2004 :! ......... e e N SR 45122 7,730
Stock optionsI and awairds ................. Lo ceeie e e 851 —
Stock for employee benefit trust, net .. ..........5.. ... e — (273)

1 K ) . \ L
Decéfnber 31,2005 .L............ U T SO U 45973 7,457
Stock optlons and awalrds o e P 523 (490)
Stock for employee be'neﬁl trust, net ............. e — (237)
Repurchases lc»f common stock, net .......... e e TRy — 1,448
December 31, 2006 I ................ e Co......: 46496 8,178

At December 31, 2006 5.0 million shares of unissued FMC common stock were reserved for stock options
and awards. -

)
Accumulated otl'u;:r comprehensive gain (loss) consisted of the following:

: December 31,
J 2006 2005
: - | ’ i (in Millions)

Deferred (los|s) gain on derivative Contracts . ........... . $(15.7y $18.0
Pensnon and other poslretlrement llablhty {See Notes dand 13) ........... . P AU 45.6) (397
Other comprehenswe income (1088), NEL '\ v v v e oo e e (613) (@217
Foreign currency trans‘latlon adjustments . .. ... ... Lo e 42 (244)
Accumulated other comprehensive gairr (loss)..... [ e e $(57. 1) $(46.l)

, .
i

On February 22, 1986 the Board of Directors of FMC declared a dividend distributién to each holder of

record of common stock as of March 7, 1986, of one Preferred Share Purchase nght for each ‘share of common
stock outstandmg on that date. The rights expired on- March 7, 2006. |

On February 24, 2006 our Board of Directors approved the initiation of a qluarlerly cash dividend of $0. 18
per share. For the year ended December 31, 2006, we declared dividends aggregating $27.8 million to our
common stockholders "Of this amount, $6.8 million is included in accrued and other liabilities -on the
consolidated balance sheet as of December 31, 2006. We paid no cash dividend in 2005 or 2004,

Addmonally, lhe Board authorized the repurchase of up lo $I50 million of our common stock. Shares may
be purchased[ through open market or privately negotiated transactions at the discretion of management based on
its evaluation of market conditions and other factors, Although the repurchase program does not include a
specific timetable or pnce targets and may be suspended or- termmated at any urhe we expect that the program
will be accomphshed lover the next year. For the year ended December 31, 2006 we repurchased 1.4 million
shares at an aggregate cost of $90.0 million under this program. We also reacqurre shares from time to time in
_connection wnh the ve‘stmg and exercise of awards under our equity compensation plans.

' : i .
{ | . 8 .
! ' .- , . !
|
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$ .
Shares of common stock repurchased and contributed to'a trust for an employee benefit program (net of
shares resold as needed to administer the plan) were 235 440 net shares contnbuted 264,322 net shares
contributed, and 135,771 net shares contributed in’ 2006 2005 and 2004, respectwely, at a cost of approxlmately
$17.3 million, $14.9 million, and $3.6 million, respectrvely ; 5
| o | S

' ! . I ' i ‘

NOTE 16 EARN]NGS PER SHARE ' :

Earnings (loss) per common share (“EPS") 1s computed by dividing net mcpme (loss) by the weighted
average number of common shares outstandmg durmg the penod on a basic and diluted basis.

< Our potentially dilutive securities include potential common shares related to our stock options and
restricted stock. Diluted earmngs per share! (“Dlluted EPS”) consnders the impact of potennally dilutive sechnttes
except in periods in Wthh there is a loss because the 1nc1us:on of the potential comrnon shares would have an
antidilutive effect. Diluted: EPS excludes the |mpact of potennal common shares related to our stock. optlons n
penods in which the opnox} exercise price is’ greatler than the average market price of our common stock for the
penod ) ! . 1 o

’ ] : t '

There were no excluded potential common shares from Diluted EPS for the years ended December 31

2006, 2005 and 2004, , {
i ;
Earnings applicable to common stock and corfnmon stock :shares used in the calculation of basic and diluted
earnings per share are as follows: ' - 1 a
, * E Year Ended December 31,
' 1 | 2006 2005 2004
! (in Millions Except Share
! ; 1 and Per Share Data)
Earnings: | 3 ' co . _
Income (loss) from continuing operations T eeo B 1448 31110 $(1756
Discontinued operations, nét of income taxes . . . 1 ...... . .t. e (12.8) 6.1 (15.4)
Cumulatlve effect of change in accounting prmc1ple net of income tax ........ — 05 | —

Net income (loss) ....... R R TR
i

i
Basic earnings (loss) per common share
Continuing operations . . ... e e

...... sl $1320 $ 1166 §]160.2

U S $ 378 $ 295 $.485

Discontinued operations . i S A P i .(0.33) 0.16 (0.42)
Cumulative effect of change in accountmg pnnc1ple net of income tax ........ P — (0.01) —
Co ‘
Net income (loss) ... .. - .l ............. e e i ............... $ 345 $§ 310 $|443
. i : :
Diluted earnings (loss) per common share o ’
Continuing operations . ..L............ ...... e i g

' 1
........... ... % 367 % 283 5470
Discontinued operations ... ............ P e e I

(0.33) 0.15 ‘(0.42)

Cumulative effect of change in accountmg prmc1ple net of i mcome tax ........ — 0.01) |
Netmcome(loss)...._..,..._............:_...'I ..... :.--~--' ............... $ 334 $ 297 $|428

Shares (in thousands): - ! ) SRR ‘ f: | . E
Welghted average number of shares. of common stock outstandmg ............ 138,320 37,649 - %6,240
Weighted average addltlonal shares assummg conversron of stock options ...... ! 1,218 1,537 11,111
Shares—diluted basis . : . .; ...... ORI . o 139,538 39,186 37,351

. o R — ‘

! ! \
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Assets (liabilities)

" Use of Derivative F i{mncial Instruments to Manage Risk

FMC CORPORATION ,
' NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

NOTE 17 FINAN(,IAL INSTRUMENTS AND RISK MANAGEMENT
Fair Value of Financial Instruments 7

Qur ﬁnanc1al mstrumems include cash and cash equivalents, trade receivables, other current assets, accounts
payable, and amounts included in investments and accruals meeting the definition of financial instruments. These
financial mstruments'are stated at their carrying value, which is a reasonable estimate of fair value.

R

:
1

Financial Instrument o Vatuation Method

3 . S |
Foreign Excihange Forward Contracts .............. Estimated amounts that would be received or pald to

.o . terminate the conlmcls at the reporting date based on

, P |
" |
Energy Forward Conltracts ....................... Estimated amounts that would be received or paid to
' 1 . . terminate the contracts at the reporting date based on

i Co - quoted market prices for applicable commodities.

current market prices for applicable currencies.

Debt.....:co..... PR DU ceeer... Our estimates and: information obtained from
’ independent third parues using market data, such as
bid/ask spreads for the last business day of the year.

The following table of the estimated fair value of financial instruments is based on estimated fair-value
amounts that have been detérmined using available market information and appropriate valuation methods.
Accordingly, the esumates presented may not be indicative of the amounts that we would realize in a current
markel exchange and do not represent potentlal gains or losses on these agreements

| December 31, 2006 December 31, 2005

Carrying | Estimated Carrying Estimated
Amount  Fair Value Amount Fair Value

'
b

: j ' - ’ ‘ . (in Millions)
ForeignExchange Forward Contracts .....:... e A $ 09's 09 s 31 s 31
Energy Forward Coqtracts ................................. 257 @257 20.1 20.1

" Debt..... L e e e (629.7) (646.5) (720.2) (7322

b . .

We record foreign currency and energy contracts at fair value as assets or liabilities and the related gains or
losses are deferred i m stockholders’ equity as a component of accumulated other comprehensive income or loss.
At December 31, 2()06 the net deferred hedging -loss in accumulated other comprehenswe income was $15.7
million. At Decembir 31,2005 the net deferred hedging gain in accumulated other comprehensive income was
$18.0 million. We expect approximately $15.4 miillion of the 2006 losses to be realized in earnings over the
twelve months endnﬂg December 31, 2007, as the underlying hedging transactions are realized. ‘At various times,
subsequem to December 31, 2007 we expect losses from cash flow hedge transactions to total, in the aggregate

) - l 4k
approximately, $0.3ymillion. We recognize derivative gains and losses in the “Costs of sales or services” line in
| g _

the consolidated stat'f:mems of income.

Foreign Cl'lrrency Exchange Risk Management |

We conduct business in many foreign countnes exposing earnings, cash flows, and our financial position to
foreign currency nslrs The majority of these risks arise as a result of foreign currency transactions. Our policy is
to minimize exposure to adverse changes in currency exchange rates. This is accomplished through a controlled

87 ;
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NOTES TO CONSOLIDATED FINANCIAL‘STATEMENTS—((I?ontmued)

program of risk management that includes the use of forelgn currency debt and;forward foreign excharlge
contracts. We also use forward foreign exchange contracts to hedge firm and highly :?mlmpated foreign currency
cash flows, with an objectlve of balancing currency risk to provide adequate protecuon from significant
ﬂuctuatlons in the currency markets ' : e '. A
r . L

The primary currency movements for which we have éxchange-rate exposure ar'e the U.S. dollar versus the
euro, the euro versus the Norwegian krone, the U.S. dollar versu§ the Japanese yen, and the U.S. dollar versus the
Bramhan real. ! . o ! 1‘ -

*
\ i

Hedge ineffectiveness and the portion of derivative gams or losses excluded from assessments of hedge

effectiveness, related to our outstandmg cash flow hedges and Wthh were recorded to earnings during the years
ended December 31, 2006, 2005 and 2004 were 1rnmatenal r ! ,
i . f

We hold certain forwa,rd contracts that have ndt been dcsrgnated as hedgmg msérumems Contracts used 1o
hedge the | exposure to foreign currency fluctuations associated with certain monetary assets and llabllmes are not
designated as hedging instruments, and changes in the fair value of these items are recorded in earnings. The net
gains recorded in earnings for contracts not desrgnated as hedgmg instruments in 2006 2005 and 2004 were $0 3
mrll1on $1.4 million and $3. 8 million, respecuvely . : i

!
i |
i -
We are exposed to nsks in energy costs due to: ﬂuctuatlons'm energy prices, particularly natural gas, which
we atlempt to mitigate by hedging the cost of natural gas with futures contracts. [

!

" Hedge ineffectiveness and the portion of derivative gains or losses excluded from assessments of hedge
effectiveness, related to our outstanding cash flow hedges recorded to earnings for lheiyears ended Decembcr 31,
2005 and 2004 were $2.9 million and $1.0 million, respectlvely We had no ineffective gains or losses related to
our hedges for the year ended December 31, 2006 I |

+ ‘I L | o l
|

]

Commodity Price Risk

i

Interest Rate Risk i ' Lo |

| .
We manage interest rate exposure by using interest rate  Swap agreements to achleve a targéted mix of fixed-

and variable-rate debt. In the agreements, we exchange, at spec1ﬁed intervals, the d}fference between fixed-land
variable-interest amounts calculated on an agreed-upon notional principal amount. 'In 2003, we entered mto
interest rate swaps with an aggregate notional principal amoum of $100.0 million, These swaps, in wh1ch we
exchange net amounts based on making payments derived from a floating-rate index and receiving payments on a
fixed-rate basis, were used to hedge the 10.25 percent senior secured notes due 2009 In 2005, we termm:ated

these swaps at a net cost of $2 7 million and redeemed the underlymg debt. . |
. . ! . .
| | | |
. ' i
Concentration of Credit Rislk | | |
Financial instruments that subject us to concentrauon of credlt risk consist primarily of temporary cash
mvestrnents trade receivables and derivative contracts Cur pohcy is to place temporary cash investments w1th
major, highly creditworthy financial institutions. Counterpartles to derivative contracts are also limited to major

financial institutions and organized exchanges. We limit the dollar amount of contracts entered into with any'one

financial institution and monitor counterparties’ credn ratings, Whtle we may be exposed to credit losses due to

the nonperformance of counterparues we consider lh:s risk remote 1

! |

% |
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Financial gtfaramees -and Ierter-of-credrt commitments B oo i Co . -

We enter into vanous financial mstruments “with off-balance sheet rlsk as part of the normal course of
business. These off-balance sheet instruments include ﬁnanc:al guarantees and contractual commitments to

. |
extend ﬁnanpral guarantees ‘under }etters of credit, and other assistance to customers (Notes 1 and 18). Decisions
‘to extend ﬁnlancral guarantees to customers ‘and the amount of collateral requrred under these guarantees is based
+ on our evaluatlon of credltwonhmess on a case; by—case bams '

o PO

1

" _NOTE 18- COMM]TMENTS GUARANTEES AND, CONTINGENT LIABILITIES

I
- We lease office|.space, plants and- facilities,” and various ‘types of manufacturmg data processing and

transportatron equrproent Leases of real estate- generally provide for our payment of property taxes, insurance
and repairs. Capttal leases are not significant. Rent expense under’ operating leases amounted:to $14.3 mrlhon '

$13.8 mrlhon and $10 2 million in 2006, 2005 and 2004, respéctively: Rent expense is net of credits (received for

the use of leased tranf.portatlon assets) of $23.6 million, $21 9 mllhon and $22:8 mllhon in 2006, 2005 and 2004,

respectlvely ; . e

Mlmmurn future rentals under noncancelable leases are esurnated to be. payable as fol]ows $27 6'million in

2007, $25. 71 million in 2008, $24.9 million in 2009, $23.6 mrlhon m’2010 $23.0 in 2011 and $104.1 million

|
thereafter Minimum future rentals for’ transportation assets included above aggregated approximately - $152.4
million, agamst which we expect to continue to recelve credits to substanttally defray our rental expense.

Our. mrmmurn cpmmltments under our take-or-pay purchase’ obl1gatrons assocrated with the sourcing of
materials and energy total approximately $75 million. Since the majority of our: mrmmum obligations under these

contracts are over tht. life of the contract as opposed to a year-by-year ba31s we are unable to determine the _
periods in Wthh‘[heae obligations could be payable under these contracts. However;- we intend to fulfill the

obligations assocrated with these contracts through our purchases associated w1th'the normal course of business.:
: K - . ; et P Ch

The followmg table provides the cstrmated undtscounted amount of poténtlal future payments. for each

'ma_lor group 'of guarantees - O P
| _ ~""70 December 31, 2006
| - _ h _ . . " (in Millions)
l W . <
Guarantees:‘ - . v o
C - Tecthologics performance guarantees . . . .. PP PN : .. %24
— Guarantees of vendor ﬁnancrng ...... P U o256
| — Fore‘tgn equity method mvestment and other debt guarantees RN 8.2
1 : ) - - - -
Total ....... e e S P el . $36.2 .
1 ‘ . =
! . ! . A
Other Commrtment., ‘ . . T f -

‘ -- v L

When Technologres was split from us . in 2001, we entered into a tax shanng agreement wherein each'
‘company 1s]obhgated for those taxes associated with its respective business, generally determined as if each

company ﬁled its own consolidated, combined or unitary tax -returns for any period where Technologtes is -

included:in the consdhdated combined or unitary tax return of us or our subsidiaries. The statute of limitations

for the 2001 U.Ss. federal income tax year-has now closed and no questions regarding the spin-off.were raised

during the IRS audit for 2000-2001, therefore any liability for taxes if the spm—off of Technologies were not tax

free due to an action ‘taken by Technologies has been favorably concluded. The fax sharing agreement continues

to be in force with respect to certain. 1tems which we do not believe would have a material effect on our financial

condmon or results of operations. - - : '
|
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i I
We guarantee the performance by Techno]ogles of a debt mstrument outstanding in the principal amount of
$2.4 million as of December 31, 2006 and $3 2 mrlhon as of December 31, 2005. |
: |
We guarantee repayment of some of the borrowmgs -of cemun foreign afﬁhatles accounted for usmg the
equity method for investments. The other equlty 1nvcst0rs provrde parallel agreements We also guarantee the
repayment of the borrowing of a minority partner in a forelgn affiliate that we consohdate in our ﬁnanc1al
statements. As of December 31, 2006, these guarantees had,maximum potennal payments of $8.2 million
compared to $7.2 million at December 31, 2005. - b
. 4 1
. We provide guarantees to financial mstrtutrons on behalf of certain Agncu{ltural Products customers,
principally in Brazil, for their seasonal borrowing.| The. total of these guarantees was $25.6 million and $30 4
million at December 31, 2006 and December 31; 2005, reSpectwely, and are recorded on the - consolidated
balance sheets for each date. as guarantees of vendonﬁnancmg, . r
' i ' 1. ] Q 3 '
Contingencies ; . ' , I

Dunng 2004, we reached agreement in pr1nc1p1e with the EPA and the U. S. Department of Justice to settle
certain liabilities at two environmental remedranonl sites in New Jersey. A Consent Decree was negotrated and
agreed and became final upon entry by the Court in early October 2006, requiring a payment by us in the amount
of $18 million.

i : i

On October 14, 2003, Soluua our joint venture parcner in Astarls filed a lawsurt against us with the Circuit
Court of St. Louis County,l Missouri claiming that, among othcr things, we had brcached our joint venture
agreement due to the alleged failure of the PPA technology we contnbuted to Astaris and also failed to disclose the
information we had about the PPA technology. Solutia dlsrmssed this Missouri lawsult in February 2004, after it
had filed a virtually. 1dent1ca] lawsuit in the U.S. Bankruptcy Court in the Southern DlSlI'lCt of New York. Solutia
had filed for Chapter 11 bankruptcy protection in that same court on December 17, 2003 Our motion to removb the
lawsuit from Bankruptcy Couirt was granted on June 18, 2004, and the matter is now pendmg in U.S. District Court
for the Southern District of New York.-On March 29, 2005, the court dismissed certain of the claims relating to the
alleged failure of the PPA technology for lack of standing on the part of Solutia. The PPA technology was not
included in the sale to ICL described in Note 5 and wﬂl contmue 1o be owned by Astans A trial in this mattcr is

scheduled to occur in April 2007 although the Court has rejected Solutla s demand for & Jury . |

On January 28 2005 WF and our wholly owned subsrdlaryl Foret received a Sta|tement of Objections from
the European Commission concernmg a]leged violations of competmon law in the hydrogen peroxide busmess in
Europe during the period 1994 to 2001." All of the 51gn1ﬁcant European hydrogen peroxide producers |also
received the Statement of Objections. We and Foret responded to the Statement of Objecuons in April 2005 and a
hearing on the matter was held at the end of June 2005 On May 3, 2006, we received la notice from the European
Commission indicating that the Commission has 1mposed a ﬁne on us and Foret m the agpregate amount of
€25.0_million as a result of alleged violations during the perlod 1997-1999. In connectron with this fine, we
recorded an expense of U.S. $30.0 million in our consolidated statements of income. Thls expense is mcluded as
a component of restructuring and other chargesw Both we and Foret have appealed the decision of{ the
Commission.-During the appeal process, interest accrues on the f]"me at a variable rate, which as of December 31,
2006, was 4.1 pércent per annum. We have provided a bank letter of credit in favor of the European Commls‘smn
to guarantee our payment of the fine and accrued interest. At December 31, 2006, the amount of the letter of
credit was €26.0 million (U, S| $34.0 million). ] | {
We also received a subpoena for documents from a grand ]hry sitting in the Northern District of California,

which is investigating anticompetitive conduct in the hydrogen prerox1de business in the United States during the
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period 1994 through |2003 At this time, we do not believe the mvestlgauons are: related In connection with these
two matters, in February 2005 putative class action complaints were filed agamst all of the U.S. hydrogen
peroxide producers in various federal courts alleging violations of antitrust laws Federal law provides that
persons who have be{en injured by violations of federal anti-trust law may recover three times their actual damage
plus attorney fees. Related cases were also filed in various state courts. All of the federal court cases were
consolidated in the Umted States District Court for the Eastern District of Pennsylvania (Philadelphia). The
District Court cert:ﬁed the class in January 2007. Most of the state court cases have been dismissed, although
some remain in Cahforma In addition, putative class actions have been filed in provincial courts in Ontario,
Quebec and British Columbia under the laws of Canada. .
.- :

Another anti- trusl class action previously brought in Federal Court in the: Eastern District of Pennsylvania
alleging violations of antitrust laws involving our microcrystalline cellulose product was settled for $25.0
million, the same amount paid by our co-defendant Asahi Kasei Corporition. The Coun approved this settlement
in November 2006. The claims of plaintiffs who opted out of the class settlement were also settled late in 2006
for $0.7 mllhon Two related state court cases remain pending in’California and Tennessee

3

We have certam other contingent liabilities arising from litigation, claims, performance guarantees and other
commitments incident to the ordinary course of business. Based on information currently available. and
established | reserves| the ultimate resolution of our known contingencies, mcludmg the matters described in this
Note 18, is not expected to have a material adverse effect on our consolidated financial position or liquidity.
However, there can be no assurance that the outcome of these contingencies will be favorable, and adverse
results in certain of these contingencies could have a material adverse effect on our consolidated ﬁnancml

position, resulis of operauons or liquidity. |
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1

NOTE 19 , BUSINESS SEGMENT AND GEOGRAPHIC DATA I

. )
} ) Year Ended December 31, |

. , ' 2006 2005 2004

: L : i | (in Millions) - ]
Revenue .. : ~ ] '{ |
Agricultural Products .......0.. .. ... .l T S $ 767.0 $ 7245 § 7035
Specialty Chemicals ......:.................. R S 592.8 558.5 538.0
Industrial Chemicals ............. ... o, S 990.9 870.4 813.7
Eliminations LRI R R T TP R PELPTE PRRRPTRE ERREEERP. 3.7 (3.2) (4.0)
Total ... B ST $2,347.0 $2,1502 $2,051.2
Income from continuing 0perat|ons before income taxes ! : ’ : i
Agricultural Products’ . .. ... P, e e “151.0 124.8 118.4
Specialty Chemicals .............. O e 118.8 108.1 9;6.1
Industrial Chemicals ...................0...... R 96.7 83.9 513
Eliminations ............. ' ................... L e ERERERES P (1R 5] 04 (0.6)
Segment operating profit (1} .\, . ... ... ... . IO 36:6.4 317.2 27:1 2
Corporate . ............... e e D e e (46.2) 45.1) (40.3)
Other income and (expensc), net .. ........ A e 3.0 13.9 4.6
Operating profit before the items listed below ... ....................... 323.2 286.0 235.5
In-process research and development (2) ......... e R 2.0) — !—
Restructuring and other chargels 3y ... ...... Y .. (74.8) (39.8) (15.0)
[nterest eXpense, Nt ... ...« ...ooueerneeenrin, A S (329)  (58.1)  (784)
Loss on extinguishment of debt (4) .. .. .. ... .. ... . . .. . i —'— (60.5) (9.9
Investment gains (5) . ... ....ooiiii i e L 67.0 —:—
Affiliate interest expense (6) ... ................. T i (1.3) (1.1)

Income from continuing operations before income taxes and cumulative effect . |
of change in accounting principle .............. R PP $ 2135 % 1933 § 1311

. i ‘ S ; |
Business segment results are presented net of minority interests, reflecting only FMCs share of earnings. The

!
corporate line primarily includes staff expenses, while other mcome and expense, net consists of all other
corporate items, including LlFO inventory adjustments and pensmn income or expense. ' 1

(1) Results for all segments are net of minority interests in 2006, 2005 and 2004 of $ 7 8 million, $ 7.5 mlllan
and $3.8 million, respectively, the majority of Wthh pertain to Indusmal Chemicals.
(2) See Note 6, ' ! |
(3) Restructuring and other charges in 2006 related to Indusmal Chemicals ($31.9 million), Agricultural
Products ($11.4 million), -Specialty Chemicals ($26.3 million) and Corporate ($5 2 million).Restructuring
and other charges in 2005 related to Industrial Chemicals /($13.0 million), Agncultural Products ($7.9
million), Specialty Chemicals ($18.7 mllhon) and Corporate ($0 2 million). Restructunng and other charges
in 2004 related to Industrial Chemicals ($10.4 million), Agncultural Products ($3 3 million), Spemalty
Chemicals ($0.3 million) and Corporate ($1.0 rml}non) The Industrial Chemicals amount in 2005 and 2004
includes our share of charges recorded by Astaris, which are included in equlty in (eamings) loss of
affiliates” in our consolidated statements of income and’ were $0.6 million-gain and $11.5 million, before
tax, for the years ended December 31, 2005 and 2004, respectively. (See Notes 5 and 7). Income for the year
ended December 31, 2005 represents adjuslmenls to liabilities related to restructurmg and other charges
recorded by Astaris prior to the sale of substantlally all ofits assets |
' i
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1. . . _ )
I FMC CORPORATION - !

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

- '.,_ (4.j See Note |11.

3 Amount represents gains related to our Astaris investment and gam on sale of one of our equ1ty method

1nvestmems Our, gain recorded in connection with ‘Astaris’s sale of subslantrally all of its assets is tncluded )

"fwrthm “equrty in (earnings) loss of affiliates” in the consolidated statements of income. .
(6) Our share of 1nterest expense of Astaris recordéd by Astaris prior to the sale.of substanually all of i 1ts assets

The equrty in (eammgs) loss of Astaris, is included in Industrial Chemicals. ;
Pt v : Decembersr,-
yoo - i 2006 2005 - 2004
- _ . Ly (in Millions)™
Operatmg capttal employed (1) . _ - ;
Agncultural Products| .....o.ocieenieeii e S {$ 5195 $ 5250 $ S05. 0
‘Specialty. Chemrcals ................................. T {6332 6004 - - 661.3
" Industiial Chemtcals AP A AP e S, 5459 527.1- .. 643.7
Elimination' ... Lo e st 03 (02 (06)
Total operanng eapltal employed ..... T e AAE ; 1,698.3 1,652.3 ° 1:809.4
- Segment liabilities- 1nu.luded in total operatmg caprtal employed ...0......... 5333 508.1  543.7 .
Corporate items ..o e e e e e i 5034 579.6 625.3
' Total assets] L R AARIREER AR $2,735.0 $2,740.0. $29784
Segment assets (4] J : : . -4
Agricultural Products ...................ooi... e '$ 7036 $ 7120 $ 7225
Specialty Chemicals |. -................oo . e N ey '699.6 ‘6724 ° 7320
lndusmalChemtcals....'........................., .............. T 828.7 776.2 - 899.2
Eltmmanon B P e A PR 1 (0.3) 0.2) (0.6)
Total segment ASSEIS| v v e e e e f e R ;22316 -2,1604° 2,353.1
Corporate 1tems S P PP . Te e 503.4 579.6 625.3

Totalassets ..... LTI T U 87350 $27400 $2,078.4

(1) We v1ew operallmg capital employed, which consists of assets, net of ltabtlmes ‘reported by our operauons
and excludmg corporate items* such as cash equtvalents debt pensron llabrlmes mcome taxe$ and LlFO-

S reserves as our.pnmary measure of segment capital:* F . ! . x
2) ’Segment assets are asséts recorded and reported by the segmems and are equal to segment operatmg eapnal
- employed plus segment l1ab11mes SeeNote I. - AR ‘
4 1 PN i - . : L
i : 7 ) .+ Year l:'lnded December 31, .
1’ ! ' © isi- - Depreciation and Researchand - - .
i Capital Expenditures ) Amortization - Development Expense -
i . - 2006 2005 2004 2006 2005 1 2004 2006 _ 2005 - 2004
' J ‘ - © " (inMillions) : e o
~+_ Agricultural Products ........... '$145 $I35 5126 $314-3 326 §293 $741 §724 $71.2
_ Specialty Chemlcals ...... s 308 296 282 313 32 1‘ 324 150 151 1510
Industrial Chemtcal, ...... . 63.0 428 392 64.5 66.8 670 - 78 ° 69 7.1
Corporate ....... T 73 76 . 54 46 4.8 56 — - @ —
_ ’_[’otal....' ...... ; ............. $115.6 $93.5 $854 351318 $136. 3. $1343  $96.9 $944 $934
! i
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FMC CORPORA'i‘ION ;

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) \
. ! %

|

Geographic Segment Information

. ! Ycar Ended December 31,
. 2006 2005 2004
; {in Millions) |
Revenue (by location of customer): . _ , ; ‘
North America(l) ....... e A e $ 960.1 $ 8611 § 8723
Europe/Middle East/Africa . ... ... e P 652.8 619.3 393.2
Latin America (1) .......o...oooiiiii 4573 3936 3554
ASIa PACIIC ..ot 276.8 2762 2303
TOtal e 523470 $21502 $2,051.2

—_ : 1

(1). In 2006, countries with sales in excess of 10 percent of consohdated revenue consisted of the U.S. ‘ and
Brazil. Sales for the U.S. and Brazil totaled $908.2 million and $280.8 million respectively for the year
ending December 31, 2006. For the years endmg December 31, 2005 and 2004 U.S. sales totaled $818 1
million and $ 830.2 million and Brazil sales 1otaled $243.5 mllllon and $206.6 mllllOl'l respectively, !

Decemtber 31,
: 2006 2005

, f (in Millions)

Long-lived assets (1): i | \
North America (2) .............cooo..... PR IR T L... $ 7970 $ 8188
Europe/Middle East/Africa (2) ................. e s et e - 477.1 4274
Latin AMErICa . ... .ooviuie e, e e 36.0 25.8
AsiaPacific ... ... . e PP, e 26.3 26.1

R S L. $1,3364 $1,298.1

(1) Geographic segment long-lived assets exclude long-term deferred income taxes o!n the consolidated balance
sheets. '

(2) The countries with long -lived assets in excess of 10 percent of consohdated long-lived assets are the U S.
and Norway. Long-lived assets in the U.S. and Norway totaled $776.1 million and $199.6 million for year
ended December 31, 2006, respectively. For the year ended December 31, 2005, U S and Norway long- lived
assets totaled $797.5 million and $185.4 million respectively: |

'
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| ' FMC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Contmued)

NOTE 20 QUARTERLY FINANCIAL INFORMAT!ON (UNAUDITED)

: o ' ' .. 2006 . : 2005
‘ | 1Q 2Q 30 Q. -1Q 20Q 3Q 40
| L ) {in Millions, Except Share and Per Share Data)
Revenue e e [ $S94 1 $592.3 $572.2 $588.4 $552.4 $565.6 $510.0 $522.2
~ Gross Proﬁtl ....... e 1937 1844 1596 172.?3 162.2 1782 1422 162.1
Income fron'1 cununumg operations before equity ‘
in (earnings) loss uf affiliates, minority -
interests, 1nvestrnent gains, net interest expense, L
loss on extinguishthent of debt and income )

BAXES ol e e 73.1 536 637 §1.-5 68.8 60.6 60.0 501
Income (losis) from continuing operations (1} .... 383, 353 38.6 32/6 355 333 (3.0 452
Dlsconunued operatllons net of income taxes .... (0.6) 11.0 (3.5) (1'917). 200 (2.1) (14) (19.4)
Cumu]atwe effect of: change in accounting : S . N

prmCIple net of i income 1aXes .. ...oniiinian. — — — — — — — . (0.5)
Netincome' (loss) .1 . ........o.o.0 .. 83778 463 8 35.1 $1298645$ 3128 (448 253

Basic net irilcome (loss} per common share (2) ... 5 099§ (205 091$0348% 1.73-$ 0.83 $(0.12)$ 0.67
\ —_— =
Diluted net'income (loss) per common

SBATe (2) .+ v id s $095% 1.165 0.89 $ 033 $ 1.67 § 0.80 $(0.12)$ 0.64
Weighted dverage shares outstanding: ' '

CBASIC . e 383 387 384 380 372 376 379 380

Diluted ..... | ........ 39.7 399 395 391 387 3927 379 396

1. In theifourth qtllarter of 2006, our results were unfavorably xmpacted by $7.2 million ($4.7 million after-tax)
of restructunng and other charges. In the fourth quarter.of 2005, our results were favorably impacted by a
$57. 7:m11hon gain ($21.7 million after-tax) in connection with Astaris’s sale of substantially all of its assets
{See Note 5). |Additionally, results in the fourth quarter of 2005, were, unfavorably impacted by $15.5
mlllnon (3105 million after-tax) of restructuring and other charges.

2. The sum of qu('u‘terly earnings per common share may differ from the full- year amount due to changes in the

numb_er of shares outstanding during the year.

i '.
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REPORT OF,INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
' ' !

The Board of Directors and Stockholders o
FMC Corporation: | ) ‘ . ‘
We have audited the accompanying consolidated balance sheets of FMC Corporauon and subsidiaries as of
December 31, 2006 and 2005, and the related consohdatcd sttatements of income, 'changes in stockholders $
equity and cash flows for each of the years in the three-year period ended December 31, 2006. In connection wuh
our audits of the consolidated financial statements, we have also audited the related financial statement schedu!e
These consolidated financial statements and financial statement schedule are the responmbnhty of the Company 5

management. Our responsibility is to express an opinion on these consolidated financial statements and ﬁnanual
statement schedule based on IcJur audits. ‘ ‘ l i
. ! !

We conducted our audits in accordance with the slandards of the Public Accounung Oversight Board
{United States}. Those standards require that we plan and perform the audit to obtain rcasonable assurance about
whether the financial blatements are free of material misstatement. An audit includes ¢ exammmg on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits prov:de a reasonable basis for our opinion.

|
|
|
|

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of FMC Corporation and subsidiaries as of December 31, 2006 a1|1d 2005, and the results of
their operations and their cash flows for each of the years in the three-year period ended December 31, 2006 in
conformity with U.S. generally accepted accountmg principles. Also in our oplmon the related ﬁnanmal
statement schedule, when considered in relation to the consolidated financial statemems taken as a whole
presents fairly, in all material respects the information set forth therein. ' 1 |

As discussed in notes 1 and 14 to the consolidated financial statemems the Company adopted Statemem of
Financial Accounting Standards (SFAS) No. 123 (R), Share—Based Payment, and related interpretations as of
January 1, 2006. As discussed in note 13 to the consolidated financial statements, the Company adopted SFAS
No. 158, Employers’ Accounrzng for Defined Benefit Pension and Other Postretirement Plans on December ! ?1
2006. As discussed’in note 2 to the consolldated financial 'statements, the Company adopted Financial

Accounting Standards Board Interpretation No. 47, Accoummg for Conditional Asset Ret:rement Obligations,|on
December 31, 2005. ) t

We also have audited, in accordance with the standards of the Public Company Aci:ounting Oversight Board
(United States), the effecuvenebs of the internai control over ﬁnancml reporting of FMC Corporation asslof
December 31, 2006, based on the criteria established in Internal Control—lntegraled Framcwork issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated

February 26, 2007, expressed an unqualified opinion on management s assessment of, and the effective operanon
of, internal control over ﬁnancm] repomng : !

/s/ KPMG LLP

Philadelphia, Pennsylvania o - }
February 26, 2007 ! :

9% . ;




~ policies or procedures may deteriorate: Y S Cq

|
MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
1 ! -

Management is respon51ble for establishing and maintaining adequale 1ntemal control over, financial
reporting as Ideﬁned i Exchange Act Rule 13a-15(f). FMC’s internal control over financial reporting is a process
designed to: prov1de reasonable assurance regarding the rehabrhty of financial reporting and the preparation of
financial statements for external purposes in accordance with U.S. generally accepted accounting principles,

-Internal contlrol over t|manc1a] reporting includes those written policies and procedures that: .

e pertaln to the mamtenance of records that, in reasonable detail, accurately and fairly reﬂect the
transactlons and drsposrtrons of the assets of FMC,; - _ t

L provrde reasonable assurance that transactions are recorded as necessary to. permit preparation of
- financial statements in accordance with U.S. generally accepted-accounting pnnc1ples

. i
- provide reaspnable assurance that receipts and expenditures of FMC are being made only in accordance
with authorization of management and directors of FMCyand ~ + | »

. 'provrde reaspnable assurance fegarding preventron or timely detection of unauthorized acquisition, use
' or d1spos1tron of assets that could have a matenal effect on the consohdated financral statements.

!
Intemal control over ﬁnancral reporting includes the controls thernselves momtonng and internal auditing
practrces and actions taken to correct deficiencies as identified. ‘ |

L N + . o
- Because of its mherent limitations, mternal control over ﬁnanc1al reportmg may not prevent or detect

i
mlsstatements Also, [projeciions of any evalvation: of effectiveness to future penods are subject to the risk that

!
controls may ‘become inadequate because of changes in conditions, or that the degree of compliance with the
l
[ % - ! . . :if - r. T q
- We assessed theI effectweness of Sir internat control over financial repomng as of December 31, 2006. We
based this assessment.on criteria for effective internal control over: financial reporting described in “Internal

i
_'Control—~ln}tegrated Framework” issued by the Comnuttee of Sponsonng Orgamzatlons of the Treadway
‘Commission. Management s assessment included an evaluanon of the desrgn of -our internal. control over

i
financial reportlng and testmg of the. operauonal effectlveness of our internal control over ﬂnancral repomng We

revrewed the results of our assessment with the Audlt Comm1ttee of our Board of Dlrectors
. i

“* *Based’ oi thrs assessment we determined that as of December 31, 2006, FMC has effectrve internal control

over financial repomng E ~ 4
I

M -4 - . i

i KPMG LLP has 1ssued an audit repoxt on management s assessment of mternal control over financial
reportmg which appears on page 98, ; -

LY 1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders : . : .f '
FMC Corporation: - v ‘ |

We have audited management s assessment; included m the accompanying Management’s Report on

- Internal Control Over Fmancral Reporting that FMC Corporatlon maintained effeetwe internal control|over
financial reporting as of December 31, 2006, based on criteria established in {lntemal Control-Integrated
Framework issued by the Comrmttee of Sponsormg Organizations of the Treadway Commission {COSO). FMC
Corporation's management | is responsible for maintaining effective internal control over financial reportlng and
for its assessment of the effecttveness of internal control over ﬁnancxal reporting, Our responsibility is to express
an opinion on management’ s assessment and an opinion on the effectiveness of the Company’s internal control
over ﬁnanc1al reporting based on our audit. . i : ;‘ -
We conducted our audtt in accordance withr the standards of the Public Company Accounting Oversrght
Board (United States). Those standards require that:we plan and perform the audit to obtam reasonable assurance
about whether effective internal control over financial reportmg was maintained m all material respectsI Our
audit included obtaining an understandmg of mtemal control over financial repomng, evaluating managem‘ent G
assessment, testing and evaluating the des1gn and operatmg ‘effectiveness of internal control, and performmg:such
other’ procedures as we cdns1dered necessary. m the circumstances. We believe [ that our audit provides a

reasonable basis for our opmlon . ; . P .

; i 1 l :

A company’s internal control over financial reportmg is a process designed to provrde reasonable assurance
regarding the reliability of financial reportmg and the prepar.mon of financial statements for extérnal- purpos‘es in
accordance with generally accepted accounting prmc1ples A Company s internal control over financial- reportmg
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable d:etall
accurately and fairly reflect the transactions and dlSpOSlllOl’lS of the assets of the company (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparatlon of ﬁnanc1a1 statements in accordance
with generally accepted accounting pnnctples and that receipts and expenditures of tl|1e company are being made
only in accordance with autnonzanons of management and d1rectors of the company;:and (3) provide reasonable
assurance regarding prevention or timely «detection of unauthorlzed acquisition, use, or disposition oij the

company’s assets that could have a matérial effect on the ﬁnanual staternents { : : |
A ‘

Because of its mherent limitations, mtemal control over ﬁnancral reporting ntay not prevent or detect
misstatements. Also, prolecttons of any evaluation of effecnveness to future periods’ are subject to the nslcI that
controls may become inadequate because of changes in condtttons or that the degree of compliance w1th the
poltcres or procedures may detenorate : ! : o |

. ' ) t

In our opinion, management’s assessment that -FMC Corporation maintained effective internal control over
financial reporting as of December 31, 2006, is fatrl'y stated; in all material respects, based on criteria estabh‘shed
in Internal Control-Integraied Framework issued by the Commiitiee of Sponsoring Org'amzatrons of the Treadway
Commission (COSQ). Also; in our opinion, FMC' Corporation maintained, in all material respects, effective
internal control over financral reporting as of December ‘31, 2006, based on crtténa established in Internal
Control-Integrated Framework issued by ‘the Commlttee of Sponsoring Orgamzauons of the 'I‘readway

Commission (COSO). ! i

t

We also have audited, m accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consohdated balance sheets of FMC Corporatton and subsidiaries as of December 31, 2006
and 20085, and the related consohdated statements of income, cash flows, and ehangesl in stockholders’ eqtnt)‘( for
each of the years in the three -year period ended December 31, 2006, and our report dated February 26, 2007
expressed an unquallﬁed opmlon on those consohdated financial, statements |

fs/ KPMGLLP

1 i

Philadelphia, Pennsylvania
February 26, 2007

1
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J i' . -'FMC CORPORATION: . ‘
' | SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

|
| FOR YEARS ENDED DECEMBER 31, 2006, 2005 and 2004
Lo :
i .
i

ct Balance, | ». . Balance,

: Beginning’ T " Endof
Description ! of Year  Provision Write-offs(l)  Year.
) . . i {in-Millions)
December 31,2006 | .- R ‘ o S
Reserve for doubtfu] ACCOUNES \ v v vvee el tinaaeeenenras $11.0 1 $ 3.6 - $(1.1).-  $135
) Deferred tax valuation allowance .. ........ SO $726 ' $ 89 $—- $81.5
December 3},2005 : : Lo
Reserve for dout|1tful ACCOUMES ...\ vveeenenns e %108 '3 59 $5.D $11.0
! Deferred tax valuation ALOWANCE « « o oo v e e $55.0 ' $17.6 $— $72.6
December 3‘], 2004 - _ :
Reserve for doubtful accounts .. ..........oovuiiiiiaan $ 69 $73 -.3%34 $10.8

!
Deferred tax valuation allowance . ...............ooon.s $39.0 | $160°  $— $55.0°
, .

. | .
(n Wnte—offS.are net of recoveries. ‘

. i ‘ ) ' ' : )
ITEM. . CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
: FINANC]]AL DISCLOSURE
None. [ 7 ' oo

. ) ‘ | -
ITEM 9A. ' CONTROLS AND PROCEDURES ‘

1

(a) Evaluatul)n of disclosure contrdls and procedures The company evaluated the effectiveness of the des1gn and

operatron of its dlsclosure controls and procedures as of December 31, 2006 The company’s disclosure controls

and procedures are de51gned to ensure that information requrred 10 .be dlsclosed by the company in the repons

~ that are filed or subn'utted under the Securities Exchange Act of 1934 is recorded, processed, summarized and

. " reported, w1th1n the time’ penods spec1ﬁed in the Securities and Exchange Comn'nssmn s rules and forms. Based

: ~ on this evaluation, the company’s Chief Executive Officer and Chicf Fma.ncnal Ofﬁcer have concluded that these
controls and procedur!es are effective. . i .

Management s annual report on internal control over ﬁnancml reporting. Refer to Management s Report on

Intemal Control Over Financial Reporting on'page 97 ' ' : '

} I

. Audit report of the independent registered -public accounting firm. Refer to Repon of Independent Regrsrered

Pubic Aceountmg Fzrhr on page 96 o . 1

.-

1
-

.. (b) Change in Imemdl Controls. There have been no changes in mtemal conlr(t)ls over financial repomng that.
occurred durmg the quarter ended .December 31, 2006 that' materially, affected or are reasonably likely to

matenally affect, our mtemal com.rol over financial reporting.. . ? .
l

I
ITEM 9B. i OTHER INFORMATION

None.
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PART I
ITEM 10. DIRECTORS AND EXECUTIVE OF FICERS OF THE REGISTRANT

Information concerning directors, appearing under the caption “III. Board of Directors” in our Proxy
Statement to be filed with the Securities and Exchange Commission in connection with the Annual Meetlng of
Stoekho]ders scheduled to be held on April 24, 2(}07 (the “Prox‘y Statement™), mfornltatton concerning cxecuttve
officers, appearing under the caption “ltem 4A. Executtve Officers of the Regtstrant” in Part I of this Form 10- K,
information concerning the Audit Committee, appeanng under the caption “IV. Information About the Board of
Directors and Corporate Governance- Commtttees and Independence of Directors-Audit Committee” \ and

“—Corporate Governance-Code of Ethics and Busmess Conduct Policy” in the Proxyl Statement, and information
about compliance with Sectron 16(a) of the Secunttes Exchange Act of 1934 appearing under the caption VL
Other Matters—Section 16(a) Beneficial Ownershlp Repomng Compliance” in the Proxy Statement, is
incorporated herein by reference in response to this Item 10 I

1 ' '
. | |
ITEM 11. EXECUTIVE COMPENSATION | ,

The information contamed in the Proxy Statement in the sectton titled “*VI. Executive Compensation”
respect to executive compensatlon and in the sectton titled “1V. Information Aboutithe Board of Dtrectors and
Corporate Governance-Board of Directors Compensauon with Tespect to director compensatton is mcorporated

herein by reference in response to this Item 11. ;
\ 1 ! t’

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS t ! |

The information contamed in the section tttled "V, Seeurtty Ownershtp of FMC" in the Proxy Statement
with respect to security ownershtp of certain beneﬁcra] owners and management‘ is incorporated herein by
reference in response to this Item 12, . !

. ' ! |
Equity Compensatlon Plan Information ; i o ' . ‘
. , * |

The table below sets forth information with reSpect to compensation plans under which equity secunttes of
FMC are authorized for issuance as of December 31 2006. All of the equity compensatron plans pursuant to
whtch we are currently grantmg equity awards have'been approved by stockholders. ‘

! Securities available for

| futore issuance under
H : " Number of Secunues to Weighted-average  equity compensation

Plan Category ’ ’ i be issued upon exercise  exercise price (1} plans
Equity Compensation Plans approved by ' ’ !
stockholders ............................. 2,229,497 (2) $30.1|1 2,662,450
Equity Compensation Plans not approved by i ‘ ; -
stockholders .........:.................. ; ' 48,062 3 $ 242 —

) 'l"akmg into account all outstanding stock options included i In this table, the wetghted-average exercise pnce
of such stock options is | $36.27, and the wetghted average term- -to-expiration is § 8 years.

(2) Includes 1,850,942 stock options, 325,624 resmcted stock grants and 52,931 of the 97,847 Restricted Stock
Units (RSUs) held by current directors. ‘ [

(3) Includes 3,146 stock options and 44,916 RSUs held by directors. For a numbpr of years prior to 2003, a
portton of the annual compensation for members of the Board of Directors was patd under a directors’ plan
which became a subpla‘n of the Plan in 2003, in the form of RSUs settled in treasury shares upon retlrement
or other termination of service on the Board. Since 2003, all RSUs issued to directors have been made under
the Plan, which was approved by stockho]ders in 2001. No stock options under any plan have been granted
to directors since 1999‘

: I
' | |
100 i

|




t

. .

ITEM 13, lCERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS _'

. The mformatron contamed in.the Proxy Statement concerning our mdependent drrectors under the capuon

“IV. Informatlon About the® ‘Board of Directors and Corporate Govemance and the information’ contained in the

Proxy Statement com.emmg our related party transactions policy, appeanng under the caption “IV.-Information ~

About the Board of Dlrectors and Corporate Govemance—Corporate Governance—Related Party Transactrons

-

Policy,” is mcorporated herern by reference in response to thls Item 13

'

ITEM 14, iPRINClPAL ACCOUNTANT FEES AND SERVICES ' l ;

The 1nformat10n contained'in the Proxy Statement in the sectlon titied “II. The Proposals to be Voted On—
Ratification: of Appomtment of Independent Reglstered Publrc Accounting Ftrm is 1ncorporated herein by
reference in response'to this Iterm 14. |

1 . R Yt ' ' EFR
. ; .

b l - - PARTIV™ . A
ITEM 15. ' EXHIBITS AVD FINANCIAL STATEMENT SCHEDULES ! __l "
(@) Document filed with this Report . ' i

1. Consolrdated financial statements of FMC Corporatron and its- subsrdlanes are mcorporated under
Item 8 of this Form 10-K.

2. The following supplementary financial information is filed in this Form 10-K:

.

Page
Financial Statements Schedule
H - Valuation and qualifying accounts and reserves for the years 2006, 2005 and
12004 - e O L .99

The schedules not 1neluded herem are omltted because they are not appltcable or the required information is
presented in the ﬁnancral staternents or related notes - ‘
|

Lo .s, .

3.  Exhibits: See attached lndex of Exhrblts . e

®) Exhrblts : i A o
Exhibit No. :' Exhlblt Descr:llel;rl- - . oo ' ' l"‘
*3.1 Restated Certificate of lncorporauon as filed on June 23, 1998 (Exh1bn 4.1 to FMC Corporauon 5
. Form |S -3 filed on July 21, 1998) . " 4 _
%32 | Restated By- -Laws of FMC Corporatlon & of January 1, 2002 (Exhlblt 3.2 to FMC Corporatlon s
i Annuil Report on Form 10-K filed on March 11, 2002) . ‘L
*41. ' Amended and Restated Rights Agreement ‘dated as of February l9 1988, between FMC

Corpc;ranon and Harris Trust and Savifigs Bank (Exhibit 4 to FMC Corporauon s Registration
Statement on Form SE (F'lle No 1-02376) filed on March 25 1993)

*4.1.a
" FMC Corporatron s Current Report on Form 8-K filed on February 9, 1996) T R
. ot 4 * T
- *4".2_ Succession Agreement, dated as of August 6, 2002, among FMC Corporauon BNY Midwest

(Exh1b1t 10.1 to FMC Corporation’s Quarterly Report on Form IO-Q ﬁled o November 14, 2002).

. c-l

i
1
b
i
¢
1
l
i
Y I
i Trust Company as Trustee, and Wachovia Bank, National Association as Successor Trustee
-
I
A

4(iii}A) FMC Corp01 ation undertakes to furnish to the Commlsswn upon request a copy of any 1nstrument -

defmmg the rights of holders of long-term debt of FMC Corporation and its consolidated: -
. subsrdlanes and for any of its uncensolidated subsidiaries for which financial statements are
| requnl:ed to be filed. ) i
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"Amendment to Amended and Restated Rrghts Agreement, dated February 9 1996 “(Exhibit 1. to -

-



Exhibit No.

!
[
t

*10.1

*10.2

*10.3

*#10.4

t10.4a
t*10.4.b

1*10.5

1*10.5a

1*10.6

1*10.7

*10.7.a -

*10.7.b

+*10.8

Exhibit Descrlptmn i l !
t

Credit Agreement dated as of June I, 2005 among FMC Corporauon the Euro Borrowers party,
thereto, the Lenders and Issuers, Citicorp USA, Inc., as administrative agent Wachovia Bank, !
National Association and ABN AMRO Bank N.V. as co-documentation agents Bank of Amenca

N.A., as syndication agent, National City Bank Societe General, Sumitomo Mitsui Banking |

-Corporation and DnB NOR Bank ASA as co- agents and Citigroup Global Markets Inc., Banc of

America Securities LLC and Wachovia Securities, lnc as co-lead arrangers and co-book managers
(Exhibit 10.1 to FMC Corporation’s Current Report on Form 8-K filed on June 22, 2005)

Asset Purchase Agreement among FMC Corporation, Solutia Inc., Astaris LLC, Israel Chermc‘als
Limited and ICL Performance Products Holding Inc., dated as of September 1, 2005 (Exhibit 10 to

FMC Corporation’s Quarterly Report on Form 10- QIA filed on November 8, 2005) ;l
~ [
Credit Agreement, dated as of December 16, 2005, among FMC Finance, B.V., as borrower, FMC

Corporation and FMC Chemicals Netherlands B.V., as guarantors, the Lenders party thereto, l‘
Citibank International plc, as agent for the Lenders, ABN Amro Bank, l\ll V., Banco Bilbao
Vizcaya Agentaria S.A., National City Bank and Wachovia Bank, Nauonal Assoc1atron as |
mandated lead arrangers, and Citigroup Global Markets Limited and Banc of America Secunues
LLC, as mandated lead arrangers and bookrunners/(Exhibit 10-1 to FMC Corporation’s Current

Report on Form 8-K filed on December 20, 2005) ' | |
|
FMC Corporatlon Compensation Plan for Non-Employee Directors, as amended through August

17, 2006 (Exhibit 10.1 to FMC Corporation’s Quarterly Report on Form 10-Q filed on
September 30,-2006)

l i

Changes in Compensation for Non—Employee Dire:ctors, effective as of May 1, 2007 ;

I
Form of FMC Corporation Restricted Stock Agreement for Non- EmpIO)lee Directors (Exhibit 10.1
to FMC Corporatlon s Quarterly Report on Form IO Q filed on May 5, ZEOOS)

FMC Corporatton Salaried Employees Equwalent Retlrement Plan, as amended and restated I
effective as of May 1, 2001 (Exhibit 10. 6 to FMC Corporatlon s Quanerly Report on Form 10-Q
filed on November 7, 2001) . l ]

First Amendmént.of FMC Corporation Salaried Employees' Equivalent Retirement Plan, effective
as of August 1, 2002 (Exhibit 10.12a to FMC Corporation’s Annual Report on Form 10-K filed on
March 11, 2004) ‘ ’ l :

l
FMC Corporation Salaried Employees Equrvalent Rettrement Plan Grantor Trust, as amended|
and restated effective as July 31, 2001 (Exhibit 10. 6.a to FMC Corporatlon s Quarterly Report on

Form 10-Q filed on November 7, 2001) ! I l
!

FMC Corporation Non-Qualified Savings and Investment Plan as amended and restated effectllve
as of September 28, 2001 (Exhlblt 10.7 to FMC Corporatlon 5 QuarterlyiReport on Form 10-Q l

fited on November 7, 2001) ' i ! I

First Amendment of FMC Corporation Non- Qualtﬁed Savmgs and Investment Plan, effective a?
of July 1, 2003 (Exhtblt 10.14a to FMC Corporatton 5 Annual Report ont Form 10-K filed on |
March 11, 2004) ‘ | |

Second Amendment to FMC Corporatlon Non- Qualrﬁed Savmgs and Investment Plan, effectlve as

of January 1, 2004 (Exhibit 10.11b to FMC Corporatlon s Annual Report on Form 10-K filed on

March 14, 2005)

l
FMC Corporation Non-Qualified Savmgs and lnvestment Plan Trust, as amended and restated :
effective as of September 28, 2001 (Exhibit 10.7.a to FMC Corporanon s Quarterly Reporton |
Form 10-Q filed on November 7, 2001) ' !
[
|
!

! L)
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Exhibit No.

Exhibit Description

*10.8.a"

1*1 o.e.n
4109
10,92
e 1'(.).9b
#10.9¢

+*10.10

T*10.11

1*10.12

*10.13
*10.14

L

*10.15

*10.15.a
. *10.15.b
*10.15.c

*10.15.d

Ftrst Amendment to FMC Corporatlon Non Qualified Savings and Investment Plan Trust between

. dee]tty Management Trust Company and FMC Corporation, effectwe as of October 1, 2003

(Exhibit 10.13a to FMC Corporation’s Annual Report on Form lO—K filed on March 11, 2004)

-Second Amendment to FMC Corporation Non-Qualified Savings and Investment Plan Trust,

effectwe as of January 1, 2004 (Exhibit 10.12b to FMC Corporatlon s Annual Report on
Form 10-K filed on March 14, 2005) ‘o

FMC ("orpomtlon Incentive Compensation and Stock Plan as amended through August 17, 2006

, (Exhlbll 10.1 1o FMC Corporation’s Quarterly Report on Form IO-Q filed September 30, 2006)

Form of Long, -term Incentive Plan Restncted Stock Agreement Pursuant to the FMC Corporation
Incentwe Compensation and Stock Plan (Exhibit 10.1 to FMC Corporatton s Quarterly Report on
Form IO Q filed on November 9, 2004) )

Form of Nonqualified Stock Option Agreement Pursuant to the FMC Corporation Incentive
Compensauon and Stock Plan (Exhibit 10.2 to:FMC Corporatron s Quarterly Report on

1

. Form 10- Q filed on March 31, 2006)

Form of Key Manager Restricted Stock Agreement Pursuant to thie FMC Corporation Incentive
Compensanon and Stock Plan (Exhibit 10.3 to FMC Corporation’s Quarterly Report on
Form flO -Q filed on November 9, 2004) !

!
FMC Corporation Executive Severance Plan, as amended and restated effectrve as of May 1, 2001

(Exhlhl[ 10.10 to FMC Corporation’s Quanerly Report on Form 10 Q filed on November 7, 2001)

\
FMC Corporatlon Executive Severance Grantor Trust Agreement dated July 31, 2001 (Exhibit

10.10.a to FMC Corporation’s Quarterly Report on Form 10-Q ﬁled on November 7,2001)

Executwe Severance Agreement, entered into as of October 1, 20{)1 by and between FMC
Corporatlon and William G. Walter (Exhibit 10.22 to FMC Corporatton s Annual Report on Form
10-K filed on March 11, 2002}

Executlve Severance Agreement, entered into as of December 31 I2001 by and between FMC
Corporatlon and W. Kim Foster, wrth attached schedule (Exhibit 10, 20 to FMC Corporatlon s
Annuill Report on Form 10-K filed on March 11,2004y

‘Executlve Sevefance Agreement entered tnto as of December 31, 200[ by and between FMC

Corporatton and Graham R. Wood, with attached schedule (Exhibit 10.24 to FMC Corporatton s
Annu?l Report on Form 10-K ﬁled on March 11, 2002)

[

Joint Venture Agreement between FMC Corporation and Sotutia lnc made as of April 29 1999
(Exhlbll 2.110 Solutia’s Current Report on Form 8-K filed on Apnl 27, 2000)

First Amendment to Joint Venture Agreement between FMC Corporation and Solutia Inc.,
effectlve as of December 29, 1999 (Exhibit 2.1II to Solutia’ s Current Report on Form 8-K filed on

April ‘27 2000) , ,

Second Amendment to Joint Venture Agreement between FMC Corporatton and Solutia Inc.,
effectlve as of February 2, 2000 (Exh1b1t 2111 to Solutia’s Current Report on Form 8-K filed on
April 27, 2000) !

Third Amendment to Joint Venture Agreement between FMC Corporation and Solutia Inc.,
effective as of March 31, 2000 (Exhibit 2.1V to Solutia’s Current Report on Form 8-K filed on
April |27 2000) .

Fourth Amendment to Joint Venture Agreemem between FMC Corporation and Solutia Inc., dated
November 4, 2005 (Exhibit 10 to FMC Corporation’s Current Report on Form 8-K filed on
November 9, 2005)
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Exhibitl No. t.Exhlblt Descrlptlon I ] i . . S
" *10. l6 ‘. Separatton and Distribution Agreement by and between FMC Corporanon and FMC .

1

*10.17 'nTransmon Serlflces Agreement by and between FMC Corporatton and FMC Technologles Incl;:

2
2.
231

%232

’ 3151«
312
321
3212

o **ggill .

**99}2 .

* Incorporated by referenee , | ,
.. ** Tobe ﬁled by amendment ' 1
Al Management contract or, compensatory plan or alrrangemem '

(c) Fmanctal

Separate Flnan

The consohdated ﬁnancml statements of Slratsa LLC (prevnously known as Astarls LLC) our 50/50 Jomt

) Consent of KP!MG LLP

' Chlef Execuuve Officer Certtﬁcatton -
' Chtef F1nanc1al Ofﬁcer Certtﬁcatmn

Technologtes Inc dated as of May 31 2001 (l“xhlblt 2:1-tor Form S: llA for FMC Technolog1es'

lnc (Reglstrauon No. 333-55920) ﬁ]eld June 6 2001)

dated as of May 31; 2001 (Exhibit 10.3 to Form $- 1/A for FMC Technologtes Ine. (Regtstrattdn

No. 333-55920) filed June 6, 2001) 1? - I
Computatton of Ratlos of Eammgs to Fixed Charges

FMC Corporat]ton LISI of S1gn1ﬁcant Sub51d1ar1es -

I

-

Consent of KFMG LLP as it relates to

‘Chief Executn]e Ofﬁcer Certlﬁcatlon of Annual Report
i

Chtef Fll‘lﬂ.ﬂClal. Ofﬁcer Certtﬂcatton of Annual Report

Unaudlled Consohdated Financial Statementb for Stratsa LLC (prev1ously known as Astaris,

LLC) for ihe year ended December 311 2006 |
{

Consolldated F1nanc1al Statements forlSnatsa ‘LLC (prthously known as Astaris, LL.C) for the

year ended December 31,2005 L |

i

-

Statement Schedules I { e

c1al Statements of Subs;d1anes Not Consoltdated

Dk

Stratsa LLC (prev1ously known as Astans LLC)

A R
|
|

LI

e

:’J

r

PR

- venture w1th Solutta for the three- year penodlended December 31, 2006 requtlred to be mcluded in lhlS
exhibits 99.1 and. 99. 2no "

report pursuant to Rule’ 3 09 of Regulatton S- Xt are to be ﬁled by amendment as

later than

P
t
i

March 31 2007 ]
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S %'+ . SIGNATURES

) " Pursuant to lhclrcqmrements of Secuon 13 or l5(d) of the Secunues Exchange Act of 1934, the Registrant
has duly caused this ]report to be signed on 1ts‘_behalf by the undersigned, thereunto duly authorized.

b

FMC CORPORATION
(Reglstrant)

By:fs/ W. KiM FOSTER

W. Kim Foster !
. o Senior Vice President and
! A_ S Chief Financial Officer .

|
Date February 26, 2007
+ L Pursuzlmt to the requirements of the Secunues Exchange Act of 1934, ihls report has been signed below by
the- followmg persons on behalf.of the Registrant and in the capacmes and on lhe date indicated.

. Signature I& '> Date
" /s/ W. KIM FOSTER Senior Vice President and February 26, 2007
i W Kim Foster ] Chief Financial Officer
: : S |
/s/{ GRAHAM R. WoOD Vice President, Controller February 26, 2007
"1 GrzhimR. Wood (Principal Accounting Officer)
1 '
~ o ISEWILLIAM G. WALTER . Chairman of the Board and
' T 1 . " William G. Walter Chief Executive Officer
' [ISI G. PETER D’ALOIA’ " Director

- I.{ G. Peter D’ Aloia

| . .
/s/ PATRICIA A_-BUFFLER “Director
Patricia A. Buffler, . . ,

!
i
!
i C. Scott Greer

Is/ C. ScotT GREER Director
/s/ EDWARD J. MOONEY Director

Edward J. Mooney

[ : /s/ PAUL J. NORRIS . Director
Paul J. Nomis

1
’

: (/sf WiLLIAM F. RELLY - Director
. ; William F. Reilly

P .
* Isf ENRIQUE J. SOSA Director
o Enrique J. Sosa

/st JAMES R. THOMPSON ' Director
James'R. Thompson :
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Exhibit 12

i . . -
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHATRGES {Unaudited)

Year ended December 31-
] 2006 2005 2004 2003 2002
\ . ’ ('in Millions, Except Ratios} .
Earnings: i . -,
Income from continuing operations before income taxes and '

cumulative eilfect of change in accountmg principle . ... .. $213.5 $193.3 $131.1 § 380 § 86.5
Minority mterests ................................... 7.8 7.5 38 29 34
Equity in (earmpgs) loss of affihates .................... 2.3) (70.6) 2.1 68.6 4.7
Interest expense and amortization of debt discount, fees and : .

expenses .. .. .. .. .. e 420 756 908 961 730
Amortization of capitalized interest ..................... 39 .39 38 37 . 33
Interest mcludcd inrentalexpense .......... ... ... ... 4.8 © 4.6 34 5.5_; ) 5.3

Total earm:ngs .................................. $269.7 $214.3 $2350 $214.8 $166.8

Fixed charges: }
Interest expense and amortization of debt discount, fees and

expenses ...\ ........ e $420 $ 756 $90.8°% 961 § 73.0
Interest capitalized as part of fixed assets ................ - 37 38 53 76 1.1
Interest include(ii intentalexpense ........... ... .. ... .. 4.8 4.6 34 5.5 5.3

Total ﬁxedl charges ............ e R $ 505 $840 %995 $1092 .5 854
Ratio of earnings to fixed charges (1) ....................... 5.3 2.6 24 2.0 2.0

i

i

(1) In calculating this ratio, eamings' consist of income {loss) from continuing operations before income taxes
and cumulanve effect of change in accounting principle less minority interests, less interest income and
interest expense, less'amortization expense related to debt discounts, fees and expenses, less amortization of
capitalized 1nterest less interest included in rental expenses (assumed to be one-third of rent) and plus

- Equity in (eammgs) loss of affiliates. Fixéd charges consist of interest expense, amortization of debt
discounts, fees |and expenses, interest capitalized as part of fixed assets and interest included in rental
expenses.

TaE




‘ FMC France 'SAS

- FMC WFCII, Inc.

 Forel, S.L.
~ Forsean, S.L.

- P.T Bma Guna Kimia
Suzhou Fu Mei-Shi Crop Care Company, Ltd.

NmneolSubsidiary ol

_FMC Corporation (thé Registrant) -
Electro Quimica Mexncana S A.de C.V.
. Energras de Villarrubia, S.L.

- FMC Agncultural Products International, AG
FMC Agroqulmlca de Mexico S.A. de C.V.

FMC Asia Pacific Inc. ¢
FMC BloPolymer AS !

-FMC BioPolymer Germany G m.b.H.
FMC BioPolymer. France SAS
FMC Chemrcals Netherlands*BV
.'FMC Chemiical International,! AG

FMC Chemicals (Malaysia) Sdn. Bhd. -
FMC Australasm Pty. Ld. 7

FMC Chemlcals (Thailand) Limited

FMC Chemlcals Italy’stl.
FMC Chemxcals KK ,

FMC Chemicals Liiﬁjted
FMC Chemical S.p.r.l. .

FMC de Mexico, S.A. de Ccv.

FMC Defense Corporauon
,FMC Fmance B.V. 1

FMC Forel S A,

FMC Fundmg Corporation
FMC India anate Lmuted
FMC Korea Lid.

FMC Manufacturlng Limited;
FMC of Canada Limited
FMC Overseas Lid.

FMC Quimica do Brasil Limitada
MC (Shanghal) Chemical Technology Consulting Co Ltd.
-FMC (Shanghai) Commercial Enterprise
- FMC United (Private) Ltd. |

FMC WFC I, Inc. |

FMC 'Wyorning Corporation
Foraneto, S.L. .

Minas E| Castellar S.L.
Minera Del Altiplano S.A.

NOTE: All subsidiaries listed are greater than 50 percem owned, directly or indirectly, by FMC Corporanon
as of December 31, 2006. The names of various jactive and rnacuve subsidiaries
sub31d1anes considered in Lhe aggregate as a single subsrdlary would not constitute a significant subsidiary.
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RIES OF THE REGISTRANT

Exhibit 21

¢
State or Country of Incorporation

Delaware
Mexlco .

Spam
Syv,ltzerland' .
Mexico
Delaware
Norway '
‘Germany
France
‘Netherlands
Swrtzerland
Malaysna
Australia
Thalland

Italy

Japan l
Umted ngdom

: Belglum l
1 Mexico
Wyoming
Netherlands
SfJain
'France
Delaware
‘Indla

! ..IKorea

; Ireland
X Canada
P Delaware
i

!

.
e g e e S

Brazil
China .
China
Pakistan
V\fyoming
Wyoming
Wyommg
Spaln
Spain
Spain
Spain -
+ Argentina
- Indonesia
! China

1

i

B
|
e

have been omitted. Such
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Exhibit 23.1

. CONSENT OF INDEPENDENT REGISTERED PUBLIC 'AC(;EOUNTING FIRM
1
The Board of Directors .
FMC Corporation:
! ' '
- We consent to iincorporation by reference in the Registration Statements on Form-S-8. (Nos. 33-10661,
33.7749, 33 41745, 33 48984, 333-18383, 333-24039, 333-62683; 333- 69805,? 333-69714.and 333-11456) and

‘ : the Reglstratlon Statcment on Form S-3 (No. 333- 59543) of FMC Corporatlon of our reports dated February 26,
-, 2007 relatmg to th( consolidated balance. sheets of FMC Corporation and |consclidated subsidiaries as of
‘December 31 2006 and 2005 and the related consohdated statemerits of i income, cash flows and changes n

stockholders equity | for each of the years in the Lhree-ycar perrod -ended Deccmber 31;2006, .and the related

financial statement c.chedule management’s assessment of the effectiveness of internal control over financial

reporting as of December 31, 2006, and the effectiveness. of .internal - control OVer- financml reporting “as of
December 31, 2006‘ which reports appear in the December. 31,.2006. annual report on. Form 10-K of FMC
Corporation. ‘ . . . S L

Our report_on Lthe consolidated financial statements refers to. the Company s adoption of Statement of
Financial Accounnnl, Standards (SFAS) No. 123 (R), Share- Based Payment and the related 1nterpretatlons asof °
January 1, 2006, the adoption of SFAS No. 158, Employers' Accounting for Deﬁnea‘ Beneﬁt ‘Pension and Other
Posrrenrem‘em Plans, on December 31, 2006, and the adoptlon of Fmanc:al Accounting Standards Board
Interpretation No. 47 Accounting for Conditional Asset Retirement Obhganons, on December 31, 2005.

E
/s/ KPMG LLP l
Phlladelphla Pennsylvama . o '
February 26, 2007 '




.

1, W1lltam G. Walter certify that - r
1.
2

" Date: ". February 26,-2007

: . o :
_a, Designed such disclosure controls and procedures or caused such disclosure;controls and procedures to

| o
c. Evaluated the effectlveness of the reglstrant 5 d1sclosure controls and procedures and presented in|this

e

o

.4 !

Exhibit 31.1-

|
i
|
;o |
T CHIEF EXECUTIVE OFFlCER (IZERTIFICATION
I

) 1
i
I have revrewed this annual report on Form lO-K of FM( Corporatron

vBased on' my knowledge this annual report does not contam any untrue statement of a material fact or omit

f
© 1o state a material fact necessary to make the statements made in light of the c1rcumstances under whlch

such statements were made not mlsleadmg with respect to the period covered by this annual report;

Based on my knowledge the financial statements and other financial mformatmn included in this anpual
report farrly present in all material respects the financral condmon results of operatlorls and cash flows of
the reglstrant as of, and for the periods presented in thlS’ annual report;

k)

The reglstrant $ other certifying officer and I Jare reqponslble for establlshmg and maintaining dlsclosure
controts and. procedures (as defined in-Exchange Act Rules 13a-15(e) and lSd—lS(e)) and internal control
over financial reportmg (as defined in Exchange Act Rules 13a-15(f) and 15d- 15(f)) for the registrant|and

have: : . i
‘ i ! . |

be de31gned underl our supervision, to epsure that rpatenal information [relating to the registrant,
mcludmg its- consol{rdated subsrdtanes is roade known tous by others within those entities, pamcularly
' [ during the pcnod in which this annual report is bemg prepared; |

l

b. Desrgned such mtema] control over financial reportmg or caused such mternal control over financial
reporting to be desrgned under our superwsron to provide reasonablel assurance regardmg|the
reliability of ﬁnanc1a1 reporting and the preparatron of financial statements for external purposes in
accordance with generally accepted accountmg prmclples |

i

report our conclusrpns about the effectlveness of the disclosure controls and procedures, as of the|end

of the period covered by thls report based on sich evaluatron and ‘ :
;

d. " Disclosed in this repon any change in thle regtst‘mnt s internal control ovler financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materlally affected, or is reasonably
likely to matena]ly ‘affect, the registrant’s mtemal control over financial reporting; and

The regmtram s other certifying officer and I halve dlsclosedi based on our most recent evaluation of mtemal

. i
control over fmanmal reporting, to the reglstrant s audrtors a‘nd the audit committee of the registrant’s board
of directors (or persons performmg the equrvalent funcuon) ( !

: l
. L
a: - All significant deficiencies and material weaknesse-, in'the design or operauon of internal control over
- financial reportmg which are reasonable hkely o adversely affect the reglstrant s ability to record
process summarize and report financial mformatlon and

l
b. Any fraud whether or not material, thalt mvolvcs management or other employees who have a
srgmﬁcant,role in the registrant’s internal contro] over ﬁnancml reporting. ! ‘
! |

i
i 1 i
= l.

/s/  William G. Walter |

. .
g William G. Walter |
: Presrdent and Chief Executive Officer

i

| "

e e A




: . | Exhibit 31.2

4

CHIEF FINANCIAL OFFICER CERTIFICATIPN

\
I, W. Kim Foster, cerfify that:

1.
2.

I have reviewed this annual report on Form 10-K of FMC Corporalion;

Based on my knowledge thrs annual report does not contain any untrue statement of a material fact or omit

1o state a material fact necessary to make the statements' ‘made, in light of the circumstances under which

|

such statements were made, not misleading with respect to the period covered by this annual reporl

Based on my knowledge the financial statements, and other financial 1nf0rmat|0n included in this annual
report, fairly presem in all material respects the financial condition, results*of operations and cash flows of
the registrant as of, and for, the periods presented in this annual report;

The registrant’s |other certifying officer and 1 are responsible for establishing and. maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e} and 15d-15(e)) and internal control

over ﬁnanc1al repomng (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have: . |

a. Desrgned su|1ch disclosure controls and procedures or caused such disclosure controls and procedures to

be de51gned under our supervision, to ensure that material information relating to the. registrant,

" including its consolidated subsidiaries, is made known to us by others within Ihose emmes particuiarly

during the [IICI‘IOd in which this annual report is being prepared,

|
b. De51gned such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision; to provide reasonable assurance regardmg the.
reliability of financial reporting and the-preparation of financial statements for external purposes in
!

accordance |with generally accepted accounting principles;
1

c. Evaluated lhe effectiveness of the registrant’s disclosure conirols and procedures and presenled in this

report our ccnc]uslons about the effectiveness of the disclosure controls and procedures, as of the end
of the perlod covered by this report based on such evaluation; and |
: 1

d. Dlsclosed 1n this report any change in the reglstrant s internal comrol over ﬁnanc1al reporting that |
occurred durmg the registrant’s most recent fiscal quarter that has matenally affected, or is reasonably

likely to matenall) affect the registrant’s internal control over financial reporting; and
i

The registrant’s other certlfymg officer and L. have dlsclosed based on our most recent evaluation of internal

|
control'over ﬁna'nmal reporting, to the reglstrant s auditors and the audit committee of the registrant’s board
of directors (or persons performing the equivalent function):

a. Al srgmﬁcam deficiencies and material weaknesses in the design or operauon of internal comrol over
,ﬁnancml reportmg which are reasonable likely to adversely affect the registrant’s ability to record,
proccss summarlze and report financial information; and .

b. Any fraud, whether or not material, that involves management or other employees who have a
significant tole in the registrant’s internal control over financial reporting.

Date: February 26, 2007

/si W, Kim Foster .

W. Kim Foster
[ . Senior Vice President and
: ' Chief Financial Officer




1 4

(2) the mfonnahon contamed in the Report fanrly presents in all material respects, the financial condmon

. resulls of operanons of the Company o
{ R
Dated': February 26, 2007 g ' J
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/s/ William G. Walter

l

l

l
I

Exhibit

32.1

' J
_ I, William G. Walter, Pre51dent and Chlef Execulwe Ofﬁcer of FMC (“lhe Company "), certify, pursuanl to .
-~ Section 906 of the Sarbanes- Oxlcy Act of 2002, 18 U S.C. Secnon 1350 based on my knowledge that:

. |
(1) the Annual Reporl on Form 10-K of the Company for the year ended December 31 .2006 (the *Report™) fully
) 'comphes wnh the requlremenls of Secuon ]3(a) of the Secuntles'Exchange Act of 1934 and

and .

Wllllam G. Walter

i e -

i Premdent and Chief Executive Ofﬁcer )

P L S N I —




R - Exhibit 32.2
CFO CERTIFICATION OF ANNUAL REPORT

I, W, Kim Foster Senior Vice-President and Chief Financial Officer of FMC (Ihe “Company "), certify, pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.s.C. Sectlon 1350, based on my knowledge that:

(1) the Annual Report on Fon-n 10 K of the Company for the year ended December 31, 2006 (the “Report”) fully

i omphes wnh the requlrements of Section 13(a) of the Secunues Exchange Act c’;f 1934 and
(2) the mformauon c}omamed in'the Report fairly presents, in all material respects the. ﬁnancml condluon and
results of operauons of the Company ' i
B ‘;
% . B

Dated: February 26, 2007

fs/  W.Kim Foster

i W, Kim Foster -1
o Senior Vice President and
o] Chief Financial Officer

o .
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EXECUTIVE OFFICES
FMC Corporation

1735 Market Street
Philadelphia, PA 19103

215.299.6000 phone
215.208.5998 fax

www.fmec.com

MAJOR OPERATING UNITS

Agricultural Products:
Agricultural Products
Professional Solutions

Specialty Chemicals:
FMC BioPolymer
Lithium

Industrial Chemicals:
Alkali
FMC Foret, S.A.
Peroxygens

INTERNATIONAL AFFILIATES

AND SUBSIDIARIES

ARGENTINA
Minera Del Altiplano S.A.

AUSTRALIA
FMC Australasia Pty. Ltd.

BELGIUM
FMC Chemical sprl

BRAZIL
FMC Quimica do Brasil Ltda.

CANADA
FMC of Canada Limited

CHILE
Neogel S.A.

CHINA
Suzhou Fu Mei Shi Crop Care Co. Ltd.
FMC (Shanghai) Commercial Enterprise

CZECH REPUBLIC
F&N Agro Ceska Republica, spol sro

DENMARK
FMC A/S

FRANCE
FMC BioPolymer France SAS
FMC France SAS

GERMANY
FMC BioPolymer {Germany) GmbH
FMC Germany GmbH

GUATEMALA
FMC Guatemala

HONG KONG
FMC Asia Pacific Inc.
FMC Agricultural Products International AG

INDIA
FMC India Pvt Ltd

INDONESIA
PT Bina Guna Kimia (Indonesia)

IRELAND
FMC Chemical International AG

ITALY
FMC Chemical Italy Srl

JAPAN

Asia Lithium Corporation
FMC Chemicals KK

L.H. Company, Ltd.

KOREA
FMC Korea Ltd.

MALAYSIA
FMC Chemicals (Malaysia) SdN. Bdh.

MEXICO
Electro Quimica Mexicana, S.A. de C.V.

FMC Agroquimica de Mexico S. de R.L. de C.\.

FMC Ingredientes Alimenticios SA de CV

THE NETHERLANDS
FMC Chemicals Netherlands B.V.

NORWAY
FMC BioPolymer AS

PAKISTAN
FMC United {Private) Limited

PHILIPPINES
FMC Marine Colloids (Philippines), inc.

POLAND
F&N Agro Polska, Sp. Zoo

SINGAPORE
FMC Singapore Pte Ltd.

SLOVAKIA
F&N Agro Slovensko spol

SPAIN

FMC Foret, S.A.

Forel, SL

Foraneto, SL

Forsean, SA

Minas El Castellar, SL
Peroxidos Organicos, SA

SWITZERLAND
FMC Agricultural Products International AG
FMC Chemical International AG

THAILAND
FMC Chemical (Thailand) Limited
Thai Peroxide Company, Ltd.

TURKEY

FMC BioPolymer Kimyevi Urunler Tic. Ltd. Sti.

UNITED KINGDOM
FMC Chemicals Ltd.

VENEZUELA
Tripoliven CA
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