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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(MARK ONE)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2007

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE TRANSITION PERIOD FROM              TO             

Commission File Number 1-4462

STEPAN COMPANY
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Delaware 36-1823834
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification Number)

Edens and Winnetka Road, Northfield, Illinois 60093
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number including area code: 847-446-7500

Securities registered pursuant to Section 12 (b) of the Act:

Title of Each Class

Name of Each Exchange

on Which Registered
Common Stock, $1 par value New York Stock Exchange

Chicago Stock Exchange
5 1/2% Convertible Preferred Stock, no par value New York Stock Exchange

Chicago Stock Exchange
Securities registered pursuant to Section 12 (g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in part III of
this Form 10-K or any amendment to this Form 10-K. ¨.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller
reporting company. See definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer  ¨    Accelerated filer  x    Non-accelerated filer  ¨    Smaller reporting company  ¨
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act)    Yes  ¨    No  x

Aggregate market value at June 30, 2007, of voting stock held by nonaffiliates of the registrant: $219,948,492*

Number of shares outstanding of each of the registrant�s classes of common stock as of February 29, 2008:

Class Outstanding at February 29, 2008
Common Stock, $1 par value 9,360,114

Documents Incorporated by Reference

Part of Form 10-K Document Incorporated
Part III, Items 10-14 Proxy Statement dated March 20, 2008

* Based on reported ownership by all directors, officers and beneficial owners of more than 5% of registrant�s voting stock. However, this
determination does not constitute an admission of affiliate status for any of these holders.
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PART I

Item 1. Business
Stepan Company, which was incorporated under the laws of the state of Delaware on February 19, 1959, and its subsidiaries (the �Company�)
produce specialty and intermediate chemicals, which are sold to other manufacturers and then made into a variety of end products. The
Company has three reportable segments: surfactants, polymers and specialty products. Surfactants refer to chemical agents that affect the
interaction between two surfaces; they can provide actions such as detergency (i.e., the ability of water to remove soil from another surface),
wetting and foaming, dispersing, emulsification (aiding two dissimilar liquids to mix), demulsification, viscosity modifications and biocidal
disinfectants. Surfactants are the basic cleaning agent in detergents for washing clothes, dishes, carpets, fine fabrics, floors and walls. Surfactants
are also used for the same purpose in shampoos and conditioners, fabric softeners, toothpastes, cosmetics and other personal care products.
Commercial and industrial applications include emulsifiers for agricultural products, emulsion polymers such as floor polishes and latex foams
and coatings, wetting and foaming agents for wallboard manufacturing, surfactants for enhanced oil recovery and biodiesel. Polymers, which
include phthalic anhydride, polyols and polyurethane foam systems, are used in plastics, building materials and refrigeration industries.
Polymers are also used in coating, adhesive, sealant and elastomer applications. Specialty products include chemicals used in food, flavoring and
pharmaceutical applications.

In April 2007, the Company sold its specialty ester surfactants product line for the personal care market to The HallStar Company. The
Company pursued the sale after reviewing strategic alternatives for improving the profitability of its Maywood, New Jersey, plant. As part
consideration for the sale, the Company received The HallStar Company�s specialty agricultural surfactant product line. The receipt of the
product line consisted of intangible assets and inventory.

In December 2007, the Company acquired Albermarle Corporation�s biocidal quaternary ammonium compound product line. The acquired
product line supplements the Company�s existing biocidal quaternary product line. The acquisition consisted entirely of intangible assets.

MARKETING AND COMPETITION

Principal markets for surfactants are manufacturers of detergents, shampoos, lotions, fabric softeners, toothpastes and cosmetics. In addition,
surfactants are sold to the producers of emulsifiers, lubricating products and biodiesel fuel. The Company also is a principal provider of
polymers used in construction, refrigeration, automotive, boating and other consumer product industries. Specialty products are used primarily
by food and pharmaceutical manufacturers.

The Company does not sell directly to the retail market, but sells to a wide range of manufacturers in many industries and has many competitors.
The principal methods of competition are product performance, price and adaptability to the specific needs of individual customers. These
factors allow the Company to compete on a basis other than price alone, reducing the severity of competition as experienced in the sales of
commodity chemicals having identical performance characteristics. The Company is a leading merchant producer of surfactants in the United
States. In the case of surfactants, much of the Company�s competition
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comes from several large global and regional producers and the internal divisions of larger customers. In the manufacture of polymers, the
Company competes with the chemical divisions of several large companies, as well as with other small specialty chemical manufacturers. In
specialty products, the Company competes with several large firms plus numerous small companies.

MAJOR CUSTOMER AND BACKLOG

The Company does not have any one customer whose business represents more than 10 percent of the Company�s consolidated revenue. Most of
the Company�s business is essentially on the �spot delivery basis� and does not involve a significant backlog. The Company does have contract
arrangements with certain customers, but purchases are generally contingent on purchaser requirements.

ENERGY SOURCES

Substantially all of the Company�s manufacturing plants operate on electricity and interruptable natural gas. During peak heating demand
periods, gas service to all plants may be temporarily interrupted for varying periods ranging from a few days to several months. The plants
operate on fuel oil during these periods of interruption. The Company�s domestic operations and its wholly-owned subsidiaries have not
experienced any plant shutdowns or adverse effects upon its business in recent years that were caused by a lack of available energy sources,
other than temporary service interruptions brought on by mechanical failure. The Company�s Philippine joint venture has experienced periodic
electrical supply interruptions, typically of several hours in duration, which have not had a significant effect on its business.

RAW MATERIALS

The most important raw materials used by the Company are of a petroleum or plant nature. For 2008, the Company has commitments from
suppliers to cover its forecasted requirements and is not substantially dependent upon any one supplier.

RESEARCH AND DEVELOPMENT

The Company maintains an active research and development program to assist in the discovery and commercialization of new knowledge with
the intent that such effort will be useful in developing a new product or in bringing about a significant improvement to an existing product or
process. Total expenses for research and development during 2007, 2006 and 2005 were $19.9 million, $18.9 million, and $18.3 million,
respectively. The balance of expenses reflected on the Consolidated Statements of Income relates to technical services, which include routine
product testing, analytical methods development and sales support service.

2
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ENVIRONMENTAL COMPLIANCE

Compliance with applicable federal, state and local regulations regarding the discharge of materials into the environment, or otherwise relating
to the protection of the environment, resulted in capital expenditures by the Company of approximately $2.2 million during 2007. These
expenditures represented approximately six percent of the Company�s capital expenditures in 2007. These expenditures, when incurred, are
depreciated and charged on a straight-line basis to pre-tax earnings over their estimated useful lives, which is typically 10 years. Recurring costs
associated with the operation and maintenance of facilities for waste treatment and disposal and managing environmental compliance in ongoing
operations at our manufacturing locations were approximately $13.7 million in 2007. Compliance with such regulations is not expected to have a
material adverse effect on the Company�s earnings and competitive position in the foreseeable future.

EMPLOYMENT

At December 31, 2007 and 2006, the Company employed 1,496 and 1,528 persons, respectively.

FOREIGN OPERATIONS AND REPORTING SEGMENTS

See Note 18, Segment Reporting, of the Consolidated Financial Statements (Item 8 of this Form 10-K).

WEBSITE

The Company�s website address is www.stepan.com. The Company makes available free of charge on or through its website its code of conduct,
annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports as soon as
reasonably practicable after such material is electronically filed with or furnished to the Securities and Exchange Commission. The website also
includes the Company�s corporate governance guidelines and the charters for the audit, nominating and corporate governance and compensation
and development committees of the Board of Directors.

3

Edgar Filing: STEPAN CO - Form 10-K

Table of Contents 7



Table of Contents

Item 1A. Risk Factors
The following discussion identifies the most significant factors that may adversely affect the Company�s business, financial condition, results of
operations and cash flows. These and other factors, many of which are beyond the Company�s control, may cause future results of operations to
differ materially from those currently expected or desired.

The Company�s forecasts and other forward-looking statements are based on a variety of assumptions and estimates that are subject to
significant uncertainties. The Company�s performance may not be consistent with these forecasts or forward-looking statements.

From time to time in press releases and other documents filed with the SEC, the Company publishes forecasts or other forward-looking
statements regarding its future results, including estimated revenues, net earnings and other operating and financial metrics.

Any forecast or forward-looking statement related to the Company�s future performance reflects various assumptions and estimates, which are
subject to significant uncertainties, and the achievement of any forecast or forward-looking statement depends on numerous risks and other
factors, including those described in this Annual Report on Form 10-K, many of which are beyond the Company�s control. If these assumptions
and estimates prove to be incorrect, or any of the risks or other factors occur, then the Company�s performance may not be consistent with these
forecasts or forward-looking statements.

You are cautioned not to base your entire analysis of the Company�s business and prospects upon isolated predictions, but instead are encouraged
to utilize the entire mix of publicly available historical and forward-looking information, as well as other available information affecting the
Company, the Company�s services and the Company�s industry, when evaluating the Company�s forecasts and other forward-looking statements
relating to the Company�s operations and financial performance.

Natural disasters, including earthquakes, fires and flooding, work stoppages and terrorism could severely damage the Company�s systems
and facilities or interrupt the Company�s operations and result in a material adverse effect on the Company�s business, financial position,
results of operations and cash flows.

Natural disasters, such as fires, flooding, earthquakes and tornadoes, power loss, break-ins, work stoppages, acts of war, terrorism or other
similar events could severely damage the Company�s systems and facilities or interrupt the Company�s operations, potentially resulting in
temporary or permanent loss of the Company�s manufacturing capability. Some of the Company�s products cannot currently be made, or made in
the volume required, at more than one of the Company�s locations. For some of these products, the Company has access to external market
suppliers, but the Company cannot guarantee that these products will be available to it in the market or at a cost that is competitive with the
Company�s cost of manufacturing these products. While the Company maintains insurance coverage, there can be no assurance that it would be
sufficient to cover any or all losses resulting from the occurrence of any of these events or that carriers would not deny coverage for these losses
even if they are insured. As a result, the occurrence of any of these events could have a material adverse effect on the Company�s business,
financial position, results of operations and cash flows.
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The Company faces significant competition in each of its operating segments. If the Company cannot successfully compete in the
marketplace, its profitability, business, financial position, results of operations and cash flows may be materially and adversely affected.

The worldwide market for the Company�s products is highly competitive. The Company also faces significant competition from numerous
national, regional and local companies within some or all of its product categories in each market it serves. In addition, some of the Company�s
customers have internal manufacturing capabilities that allow them to achieve make-versus-buy economics, which may result at times in the
Company gaining or losing business with these customers in volumes that could adversely affect its profitability.

To achieve expected profitability levels, the Company must, among other things, maintain the service levels and competitive pricing necessary
to retain existing customers and attract new customers. The Company�s inability to do so could put it at a competitive disadvantage relative to its
competitors, and if the Company cannot successfully compete in the marketplace, its business, financial position, results of operations and cash
flows may be materially and adversely affected.

The volatility of raw material, natural gas and electricity costs as well as any disruption in their supply may materially and adversely affect
the Company�s business, financial position, results of operations and cash flows.

The principal raw materials used in the Company�s products are petroleum-based or plant-based. Natural gas is used in the Company�s
manufacturing sites primarily to generate steam for its manufacturing processes. The prices of many of these raw materials are cyclical, and the
market price of natural gas has recently been very volatile. Supply and demand factors, which are beyond the Company�s control, generally affect
the price of these raw materials and natural gas. The Company may not be able to pass increased raw material and natural gas prices on to
customers through increases in product prices as a result of arrangements the Company has with certain customers and competitive pressures in
the market. The Company tries to minimize the effect of increases in the prices of raw materials, natural gas and electricity through production
efficiency, the use of alternative suppliers and, in the case of natural gas, the use of forward purchase contracts. If the Company is unable to
minimize the effects of increased raw material and energy costs, its business, financial position, results of operations and cash flows may be
materially and adversely affected. Moreover, the supply of some of these raw materials may be disrupted for many reasons, including but not
limited to the manufacturers� inability to produce these raw materials or restrictions on the transport of these raw materials, some of which may
be viewed as hazardous.

5

Edgar Filing: STEPAN CO - Form 10-K

Table of Contents 9



Table of Contents

If the Company is unable to keep and protect its intellectual property rights, the Company�s ability to compete may be negatively impacted.

The Company has intellectual property rights in all three reportable segments. Although most of the Company�s intellectual property rights are
registered in the United States and in the foreign countries in which it operates, the Company may not be able to assert these rights successfully
in the future or that they will not be invalidated, circumvented or challenged. Other parties may infringe on the Company�s intellectual property
rights, which may dilute their value. Any infringement on the Company�s intellectual property rights would also likely result in diversion of
management�s time and the Company�s resources to protect these rights through litigation or otherwise. In addition, the laws of some foreign
countries may not protect the Company�s intellectual property rights to the same extent as the laws of the United States. Any loss of protection of
these intellectual property rights could adversely affect the future results of operations and cash flows of the Company.

The Company is subject to risks related to its operations outside the U.S.

The Company has substantial operations outside the U.S. In the year ended December 31, 2007, the Company�s sales outside of the U.S.
constituted approximately 34 percent of the Company�s net sales. In addition to the risks described in this annual report on Form 10-K that are
common to both the Company�s U.S. and non-U.S. operations, the Company faces, and will continue to face, risks related to the Company�s
foreign operations such as:

� foreign currency fluctuations;

� unstable political, economic, financial and market conditions;

� import and export license requirements;

� trade restrictions;

� increases in tariffs and taxes;

� high levels of inflation;

� restrictions on repatriating foreign profits back to the U.S.;

� greater difficulty collecting accounts receivable and longer payment cycles;

� less favorable intellectual property laws;

� unfamiliarity with and changes in foreign laws and regulations; and

� changes in labor conditions and difficulties in staffing and managing international operations.
All of these risks have affected the Company�s business in the past and may have a material adverse effect on the Company�s business, financial
position, results of operations and cash flows in the future.
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The Company is also exposed to fluctuations in exchange rates. The Company�s results of operations are reported in U.S. dollars. However,
outside the U.S., the Company�s sales and costs are denominated in a variety of currencies including the European euro, British pound, Canadian
dollar, Mexican peso, Colombian peso, Brazilian real and Chinese RMB. Fluctuations in exchange rates may materially and adversely affect the
Company�s business, financial position, results of operations and cash flows.
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In all jurisdictions in which the Company operates, the Company is also subject to laws and regulations that govern foreign investment, foreign
trade and currency exchange transactions. These laws and regulations may limit the Company�s ability to repatriate cash as dividends or
otherwise to the U.S. and may limit the Company�s ability to convert foreign currency cash flows into U.S. dollars. A weakening of the
currencies in which the Company generates sales relative to the foreign currencies in which the Company�s costs are denominated may lower the
Company�s operating profits and cash flows.

We are subject to a variety of environmental, health and safety and product registration laws that expose the Company to potential financial
liability and increased operating costs.

The Company�s operations are regulated under a number of federal, state, local and foreign environmental, health and safety laws and regulations
that govern, among other things, the discharge of hazardous materials into the air, soil and water as well as the use, handling, storage and
disposal of these materials. These laws and regulations include the U.S. Clean Air Act, the Clean Water Act, the Resource Conservation and
Recovery Act, and the Comprehensive Environmental Response, Compensation and Liability Act, as well as analogous state, local and foreign
laws. Compliance with these environmental laws and regulations is a major consideration for the Company because the Company uses
hazardous materials in some of the Company�s manufacturing processes. In addition, compliance with environmental laws could restrict the
Company�s ability to expand its facilities or require the Company to acquire costly pollution control equipment, incur other significant expenses
or modify its manufacturing processes. The Company has incurred and will continue to incur capital expenditures and operating costs in
complying with these laws and regulations. In addition, because the Company is a generator of hazardous wastes, the Company, along with any
other person who disposes or arranges for the disposal of the Company�s wastes, may be subject to financial exposure for costs associated with
any investigation and remediation of sites at which the Company has disposed or arranged for the disposal of hazardous wastes if those sites
become contaminated, even if the Company fully complied with applicable environmental laws at the time of disposal. In the event that new
contamination is discovered, the Company may become subject to additional requirements with respect to existing contamination or the
Company�s clean-up obligations.

The Company is also subject to numerous federal, state, local and foreign laws that regulate the manufacture, storage, distribution and labeling
of many of the Company�s products, including some of the Company�s disinfecting, sanitizing and antimicrobial products. Some of these laws
require the Company to have operating permits for the Company�s production facilities, warehouse facilities and operations. Various federal,
state, local and foreign laws and regulations also require the Company to register the Company�s products and to comply with specified
requirements with respect to those products. If the Company fails to comply with any of these laws and regulations, it may be liable for damages
and the costs of remedial actions in excess of the Company�s reserves, and may also be subject to fines, injunctions or criminal sanctions or to
revocation, non-renewal or modification of the Company�s operating permits and revocation of the Company�s product registrations. Any such
revocation, modification or non-renewal may require the Company to cease or limit the manufacture and sale of its products at one or more of
the Company�s facilities, which may limit or prevent the Company�s ability to meet product demand or build new facilities and may have a
material adverse effect on the Company�s business, financial position, results of operations and cash flows. Any such revocation, non-renewal
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or modification may also result in an event of default under the indenture for the Company�s notes or under the Company�s credit facilities, which,
if not cured or waived, may result in the acceleration of all the Company�s indebtedness.

In addition to the costs of complying with environmental, health and safety requirements, the Company has incurred and may incur in the future
costs defending against environmental litigation brought by government agencies and private parties. The Company may be a defendant in
lawsuits brought by parties in the future alleging environmental damage, personal injury or property damage. A significant judgment against the
Company could harm its business, financial position, results of operations and cash flows.

The potential cost to the Company relating to environmental, health and safety and product registration matters, including the cost of complying
with the foregoing legislation and remediating contamination, is uncertain due to factors such as the unknown magnitude and type of possible
contamination and clean-up costs, the complexity and evolving nature of laws and regulations relating to the environment, health and safety and
product registration, including those outside of the U.S., and the timing, variable costs and effectiveness of clean-up and compliance methods.
Environmental and product registration laws may also become more stringent over time, imposing greater compliance costs and increasing risks
and penalties associated with any violation, which may also negatively impact the Company�s operating results. Without limiting the foregoing,
these laws or regulations may restrict or prohibit the use of non-renewable or carbon-based substances, or impose fees or penalties for the use of
these substances. Accordingly, the Company may become subject to additional liabilities and increased operating costs in the future under these
laws and regulations that may have a material adverse effect on the Company�s business, financial position, results of operations and cash flows.

The Company�s inability to estimate and maintain appropriate levels of reserves for existing and future contingencies may materially and
adversely affect the Company�s business, financial position, results of operations and cash flows.

The levels of reserves maintained by the Company for pending and threatened legal proceedings are estimates based on various assumptions. An
adverse ruling or external forces such as changes in the rate of inflation, the regulatory environment and other factors that could prove such
assumptions to be incorrect may affect the accuracy of these estimates. Given the uncertainties inherent in such estimates, the Company�s actual
liability could differ significantly from the amounts the Company reserved to cover any existing and future contingencies. If the Company�s
actual liability is higher than estimated or any new legal proceeding is initiated, it could materially and adversely affect the Company�s business,
financial position, results of operations and cash flows.

8
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We have a material amount of indebtedness and may incur additional indebtedness, or need to refinance existing indebtedness, in the future,
which may adversely affect the Company�s business and operations.

The Company has a material amount of indebtedness and may incur additional indebtedness in the future. As of December 31, 2007, the
Company�s domestic debt totaled $97.5 million, including $86.4 million of unsecured promissory notes with maturities extending until 2018. In
addition, to provide liquidity, the Company has a $60 million revolving credit facility, under which there were borrowings of $11.1 million as of
December 31, 2007.

The Company�s foreign subsidiaries also maintain bank term loans and short-term bank lines of credit in their respective countries to meet
working capital requirements as well as to fund capital expenditure programs and acquisitions. As of December 31, 2007, the Company�s
subsidiaries� aggregate outstanding debt totaled $30.5 million.

The Company�s current indebtedness and any additional indebtedness incurred in the future may materially and adversely affect its business and
operations. For example, it could:

� require the Company to dedicate a substantial portion of cash flow from operations to pay principal and interest on the Company�s
debt, which would reduce funds available to fund future working capital, capital expenditures and other general operating
requirements;

� make it more difficult for the Company to make payments on its indebtedness;

� limit the Company�s ability to borrow funds that may be needed to operate and expand its business;

� increase the Company�s vulnerability to general adverse economic and industry conditions or a downturn in the Company�s business;
and

� place the Company at a competitive disadvantage compared to its competitors that have less debt.
The Company�s loan agreements contain provisions, which, among others, require maintenance of certain financial ratios and place limitations on
additional debt, investments and payment of dividends. Failure to comply with these loan agreements would require debt restructuring that could
be materially adverse to the Company�s financial position, results of operations and cash flows.

General economic downturns may have an adverse effect on the Company�s business, financial position, results of operations and cash
flows.

General economic downturns adversely affect some users of the variety of end products that are manufactured using the Company�s products.
These users may reduce their volume of purchases of such end products during economic downturns. Any future general economic downturn
may have an adverse effect on the Company�s business, financial position, results of operations and cash flows.

9
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If the Company is unable retain key employees and other personnel, its operations and growth may be adversely affected.

The Company�s success depends largely on the efforts and abilities of its management team and other key personnel. Their experience and
industry contacts significantly benefit the Company. If any of the Company�s senior management or other key personnel ceases to work for us, its
operations and growth may be adversely affected.

Various liability claims could materially and adversely affect the Company�s financial position, operating results and cash flows.

The Company may be required to pay for losses or injuries purportedly caused by its products. The Company faces an inherent exposure to
various types of claims including general liability, product liability, toxic tort and environmental (�claims�), among others, if its products, or the
end products that are manufactured with the Company�s products, result in property damage, injury or death. Various claims may be made
against the Company even if there is no evidence that its products cause a loss. Claims could result in significant expenses relating to defense
costs or damages awards and in a diversion of management�s time and the Company�s resources. Any claim brought against the Company could
materially and adversely affect the Company�s financial position, results of operations and cash flows.

10
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Item 1B. Unresolved Staff Comments
None

Item 2. Properties
The following properties are owned by the Company:

Name of Plant Location Site Size Product
1. Millsdale Millsdale (Joliet),

Illinois

580 acres Surfactants/Polymers

2. Fieldsboro Fieldsboro,

New Jersey

45 acres Surfactants

3. Anaheim Anaheim,

California

8 acres Surfactants

4. Winder Winder,

Georgia

202 acres Surfactants

5. Maywood Maywood,

New Jersey

19 acres Surfactants /

Specialty Products

6. Stepan France Grenoble,

France

20 acres Surfactants

7. Stepan Mexico Matamoros,

Mexico

13 acres Surfactants

8. Stepan Germany Cologne,

Germany

12 acres Surfactants/Polymers

9. Stepan UK Stalybridge

(Manchester),

United Kingdom

11 acres Surfactants

10. Stepan Colombia Manizales,

Colombia

5 acres Surfactants

11. Company�s Headquarters and
Central Research Laboratories

Northfield,

Illinois

8 acres N/A

In addition, the Company leases 49,000 square feet of office space in an office complex near its headquarters in Northfield, Illinois. Stepan
Canada Inc., which manufactures surfactants, is located on a 70 acre leased, with an option to purchase, site in Longford Mills, Ontario, Canada.
Also, Stepan Canada, Inc. maintains a leased sales office in Burlington, Ontario, Canada. Stepan Mexico maintains a leased sales office in
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Mexico City, Mexico. Stepan China, a majority-owned joint venture that produces polymers, is located on a four acre leased site in Nanjing,
China. Stepan China also maintains a leased sales office in Shanghai, China. Under the terms of the purchase contract for its January 2005
acquisition, Stepan Brazil leases a surfactants manufacturing facility on 27 acres of land in Vespasiano, Minas Gerais, Brazil. At the end of the
10-year lease agreement, the assets will be transferred and assigned to Stepan Brazil. Stepan Brazil also leases a small office in an office
building in San Paulo, Brazil. The Company�s 50 percent owned joint venture in the Philippines manufactures surfactants on nine acres of land
under a long term lease with the Company�s joint venture partner.
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Item 3. Legal Proceedings
There are a variety of legal proceedings pending or threatened against the Company that occur in the normal course of the Company�s business,
the majority of which relate to environmental matters. Some of these proceedings may result in fines, penalties, judgments or costs being
assessed against the Company at some future time. The Company�s operations are subject to extensive local, state and federal regulations,
including the U.S. Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA) and the Superfund
amendments of 1986 (�Superfund�). Over the years, the Company has received requests for information relative to or has been named by the
government as a potentially responsible party at 23 waste disposal sites where cleanup costs have been or may be incurred under CERCLA and
similar state statutes. In addition, damages are being claimed against the Company in general liability actions for alleged personal injury or
property damage in the case of some disposal and plant sites. The Company believes that it has made adequate provisions for the costs it may
incur with respect to these sites. For most of these sites, the involvement of the Company is expected to be minimal. The most significant sites
are described below:

Maywood, New Jersey Site

The Company�s property in Maywood, New Jersey, and property formerly owned by the Company adjacent to its current site and other nearby
properties (Maywood site) were listed on the National Priorities List in September 1993 pursuant to the provisions of CERCLA because of
certain alleged chemical contamination. Pursuant to an Administrative Order on Consent entered into between USEPA and the Company for
property formerly owned by the Company, and the issuance of an order by USEPA to the Company for property currently owned by the
Company, the Company completed a Remedial Investigation Feasibility Study (RI/FS) in 1994. The Company submitted the Draft Final FS for
Soil and Source Areas (Operable Unit 1) in September 2002. In addition, the Company submitted the Draft Final FS for Groundwater (Operable
Unit 2) in June 2003 and also submitted additional information regarding groundwater in May 2007. The Company is awaiting the issuance of a
Record of Decision (ROD) from USEPA relating to the Maywood site and the proposed chemical remediation. The final ROD will be issued
sometime after a public comment period.

Also, the New Jersey Department of Environmental Protection (NJDEP) filed a complaint against the Company and other entities on February 6,
2006, alleging that the defendants discharged hazardous substances at the Maywood site and at neighboring properties not part of the Maywood
site resulting in damage to natural resources and the incurrence of response costs. The complaint was amended and removed to federal court but
was remanded to state court on September 22, 2006.

The Company believes it has adequate reserves for claims associated with the Maywood site, and has recorded a liability for the estimated
probable costs it expects to incur at the Maywood site related to remediation of chemical contamination. However, depending on the results of
the ongoing discussions with USEPA, the final cost of such remediation could differ from the current estimates.

In addition, under the terms of a settlement agreement reached on November 12, 2004, the United States Department of Justice and the
Company agreed to fulfill the terms of a Cooperative Agreement reached in 1985 under which the United States will take title to and
responsibility for radioactive waste removal at the Maywood site, including past and future remediation costs incurred by the United States.
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D�Imperio Property Site

During the mid-1970�s, Jerome Lightman and the Lightman Drum Company disposed of hazardous substances at several sites in New Jersey. The
Company was named as a potentially responsible party (PRP) in the case United States v. Lightman (1:92-cv-4710 D.N.J.), which involved the
D�Imperio Property Site located in New Jersey. In the second quarter of 2007, the Company reached an agreement with respect to the past costs
and future allocation percentage in said litigation for costs related to the D�Imperio site, including costs to comply with USEPA�s Unilateral
Administrative Orders. The Company paid the settlement amount in the third quarter of 2007. On a related matter and as a condition of
settlement, the Company dismissed its appeal currently pending in the United States Third Circuit Court of Appeals objecting to the lodging of a
partial consent decree in favor of the United States Government in this litigation. Under the partial consent decree, the government recovered
past costs at the D�Imperio site from all PRPs including the Company. The Company paid its assessed share but will not seek to recover the sums
it paid now that the settlement is finalized. The resolution of the Company�s liability for this litigation did not have a material impact on the
financial position, results of operations or cash flows of the Company. In December 2007, the Company received updated remediation cost
estimates, which were considered in the Company�s determination of its range of estimated possible losses and reserve balance at December 31,
2007.

Remediation work is continuing at this site. Based on current information, the Company believes that it has adequate reserves for claims
associated with the D�Imperio site. However, actual costs could differ from current estimates.

Ewan Property Site

The case United States v. Lightman (1:92-cv-4710 D.N.J.), described above for the D�Imperio site, also involved the Ewan Property Site located
in New Jersey. The agreement described above also included a settlement with respect to the past costs and future allocation percentage in said
litigation for costs related to the past costs and allocation percentage at the Ewan site. The Company paid the settlement amount in the third
quarter of 2007. The resolution of the Company�s liability for this litigation did not have a material impact on the financial position, results of
operations or cash flows of the Company.

There is some monitoring and operational work continuing at the Ewan site. Based on current information, the Company believes that it has
adequate reserves for claims associated with the Ewan site. However, actual costs could differ from current estimates.

Lightman Drum Company Superfund Site

The Company received a Section 104(e) Request for Information from USEPA dated March 21, 2000, regarding the Lightman Drum Company
Superfund Site located in Winslow Township, New Jersey. The Company responded to this request on May 18, 2000. In addition, the Company
received a Notice of Potential Liability and Request to Perform RI/FS dated June 30, 2000, from USEPA.
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The Company decided that it will participate in the performance of the RI/FS as a member of the Lightman Yard PRP Group. Due to the
addition of other PRPs, the Company�s allocation percentage decreased. However, the allocation has not yet been finalized by the Lightman Yard
PRP Group.

The Feasibility Study was submitted to USEPA in December 2007. The PRPs who agreed to conduct the interim removal action entered into an
Administrative Settlement Agreement and Order on Consent for Removal Action with USEPA, and these PRPs also entered into a Supplemental
Lightman Yard Participation and Interim Funding Agreement to fund the agreed-upon removal action. The Company paid a soil removal
assessment upon execution of the agreements which did not have a material impact on the financial position, results of operations or cash flows
of the Company. In December 2007, the Company received updated remediation cost estimates, which were considered in the Company�s
determination of its range of estimated possible losses and reserve balance at December 31, 2007.

The Company believes that based on current information it has adequate reserves for claims associated with the Lightman site. However, actual
costs could differ from current estimates.

Wilmington Site

The Company is currently contractually obligated to contribute to the response costs associated with the Company�s formerly-owned site at 51
Eames Street, Wilmington, Massachusetts. Remediation at this site is being managed by its current owner to whom the Company sold the
property in 1980. Under the agreement, once total site remediation costs exceed certain levels, the Company is obligated to contribute up to five
percent of future response costs associated with this site with no limitation on the ultimate amount of contributions. To date, the Company has
paid the current owner $1.4 million for the Company�s portion of environmental response costs through the third quarter of 2007 (the current
owner of the site bills the Company one calendar quarter in arrears). The Company has recorded a liability for its portion of the estimated
remediation costs for the site. Depending on the ultimate cost of the remediation at this site, the amount for which the Company is liable could
differ from the current estimates.

In addition, in response to the special notice letter received by the PRPs in June 2006 from USEPA seeking performance of an RI/FS at the site,
certain PRPs, including the Company, signed an Administrative Settlement Agreement and Order on Consent for the RI/FS effective July 2007.

The Company and other prior owners also entered into an agreement in April 2004 waiving certain statute of limitations defenses for claims
which may be filed by the Town of Wilmington, Massachusetts, in connection with this site. While the Company has denied any liability for any
such claims, the Company agreed to this waiver while the parties continue to discuss the resolution of any potential claim, which may be filed.

In the fourth quarter of 2006, the Company recorded a $3.0 million settlement charge for personal injury claims associated with this site. The
settlement amount was paid in the first quarter of 2007 and the case has been dismissed.

The Company believes that based on current information it has adequate reserves for the claims related to this site.
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Martin Aaron Site

The Company received a Section 104(e) Request for Information from USEPA dated June 2, 2003, regarding the Martin Aaron Site located in
Camden, New Jersey. The Company�s response was submitted on August 11, 2003. In addition, the Company and other PRPs received a Notice
of Potential Liability and Demand for Reimbursement of Costs Expended at this site dated June 9, 2004. The Company joined the PRP group.
USEPA issued its Proposed Plan for soils and groundwater in July 2005 and issued a ROD in September 2005. The Company received a letter
from the State of New Jersey dated March 20, 2006, alleging that the PRPs are responsible for damages incurred at this site. The PRPs have
executed an Administrative Consent Order with USEPA to resolve their liability for soil contamination at the site. The Amended and Restated
Participation Agreement became effective on September 10, 2007, which resolves the Company�s remediation liability. The resolution of the
Company�s liability for this litigation did not have a material impact on the financial position, results of operations or cash flows of the Company.

Other Sites

The Company has been named as a de minimis PRP at other sites, and as such the Company believes that a resolution of its liability at these sites
will not have a material impact on the financial position, results of operations or cash flows of the Company.
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Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of stockholders during the fourth quarter of the fiscal year ended December 31, 2007.

Executive Officers of the Registrant

Executive Officers are elected annually by the Board of Directors at the first meeting following the Annual Meeting of Stockholders to serve
until the next annual meeting of the Board and until their respective successors are duly elected and qualified.

The Executive Officers of the Company, their ages as of February 29, 2008, and certain other information are as follows:

Name Age Title

Year First

Elected

Officer
F. Quinn Stepan 70 Chairman 1967
F. Quinn Stepan, Jr. 47 President and Chief Executive Officer 1997
John V. Venegoni 49 Vice President and General Manager � Surfactants 1999
Robert J. Wood 50 Vice President and General Manager � Polymers 2001
Anthony J. Zoglio 62 Vice President � Supply Chain 2001
James E. Hurlbutt 54 Vice President and Chief Financial Officer 2002
Frank Pacholec 52 Vice President, Research and Development 2003
Gregory Servatius 48 Vice President, Human Resources 2006
H. Edward Wynn 47 Vice President, General Counsel and Secretary 2007
F. Quinn Stepan is an executive officer of the Company and Chairman of the Company�s Board of Directors. He served the Company as
Chairman and Chief Executive Officer from 1984 through 2005.

F. Quinn Stepan, Jr., has served the Company as President and Chief Executive Officer since January 2006. He served the Company as President
and Chief Operating Officer from 1999 through 2005.

John V. Venegoni has served the Company as Vice President and General Manager � Surfactants since February 1999.

Robert J. Wood has served the Company as Vice President and General Manager � Polymers since January 2001.

Anthony J. Zoglio has served the Company as Vice President � Supply Chain since November 2003. From July 2001 until November 2003, he
served the Company as Vice President � Manufacturing and Engineering.
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James E. Hurlbutt was elected Vice President and Chief Financial Officer on February 12, 2008. From February 2005 until February 2008, he
served the Company as Vice President � Finance. From February 2002 until February 2005, he served the Company as Vice President and
Controller.

Frank Pacholec has served the Company as Vice President, Research and Development since April 2003. From November 1983 until April
2003, he was employed with Monsanto and Solutia, where he last served as Director of Research and Development and Product Stewardship for
Solutia�s Resins and Additives division in Germany.

Gregory Servatius has served the Company as Vice President, Human Resources since February 2006. From April 2003 until January 2006, he
served as Vice President, Surfactant Sales. From October 2001 until April 2003, he served as Vice President, Functional Products.

H. Edward Wynn has served the Company as Vice President, General Counsel and Secretary since January 9, 2007. From 2005 until 2006, he
served as Chief Administrative Officer and General Counsel with Heritage Development Partners, LLC. From 2003 until 2005, he served as
Chief Administrative Officer and General Counsel with the Illinois Department of Central Management Services. From 2001 until 2003 he was
a partner at Winston and Strawn.
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PART II

Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

(a) The Company�s common stock is listed and traded on both the New York Stock Exchange and the Chicago Stock Exchange. See table
below for New York Stock Exchange quarterly market price information.

Quarterly Stock Data

Quarter

Stock Price Range
2007 2006

High Low High Low
First $ 31.99 $ 25.40 $ 29.55 $ 25.05
Second $ 31.83 $ 25.88 $ 31.94 $ 27.50
Third $ 32.64 $ 27.31 $ 33.00 $ 27.64
Fourth $ 34.90 $ 29.47 $ 31.67 $ 28.41
Year $ 34.90 $ 25.40 $ 33.00 $ 25.05
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