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Item 8.01 Other Events.

LSB Industries, Inc. (the “Company”) and its subsidiary, Cherokee Nitrogen Company (“CNC”), entered into a Settlement
Agreement and Release on September 24, 2007, with Dynegy, Inc. (“Dynegy”), Dynegy’s subsidiary, Dynegy Marketing
and Trade (“DMT”), and Nelson Brothers, LLC (“Nelson™), to settle the lawsuit discussed in the Company’s Form 10-Q for
the quarter ended June 30, 2007, titled Nelson Brothers. LI.C v. Cherokee Nitrogen v. Dynegy Marketing, pending in
Alabama state court in Colbert County, Alabama (the “Lawsuit”). Dynegy filed a counterclaim against CNC for

$580,000 allegedly owed on account, which has been recorded by CNC. The settlement will result in the dismissal

with prejudice of all matters in the Lawsuit and the net payment to CNC of approximately $2.7 million, as well as

allow CNC to retain the disputed $580,000 account payable. The Settlement Agreement and Release was entered into

in accordance with a Memorandum of Understanding between the parties dated September 18, 2007.
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