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STERLING CHEMICALS

April 4, 2007
Dear Stockholders:

We are pleased to invite you to attered2807 Annual Meeting of Stockholders of Sterlinge@icals, Inc. to be held
at 10:00 a.m. (Houston time) on May 22, 2007, atdfiices of Akin Gump Strauss Hauer & Feld LLP111 ouisiana
Street, Suite 4400, Houston, Texas 77002. A natichke meeting, proxy statement and form of proseyenclosed with this
letter. During the meeting we will report on oureoations during 2006 and our plans for 2007. Repragives from our
Board of Directors and our management team wilbtesent to respond to appropriate questions frockbblders.

We hope that you will be able to attelnel neeting. If you are unable to attend the meetinmerson, it is very
important that your shares be represented, ancgqueest that you complete, date, sign and retureriosed proxy at your
earliest convenience. If you choose to attend thetimg in person, you may, of course, revoke ysarypand cast your
votes personally at the meeting. We look forwarddeing you at the meeting.

Thank you for your ongoing support andtawed interest in Sterling Chemicals, Inc.
Sincerely,
/s/ RicHARD K. CRUMP

RicHARD K. CRuMP
President and Chief Executive Offi
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STERLING CHEMICALS, INC.

333 Clay Street, Suite 3600

Houston, Texas 77002-4312
(713) 650-3700

NoTice OF ANNUAL MEETING OF STOCKHOLDERS
To BE HELD MAY 22, 2007

To Our Stockholders:

You are cordially invited to attend our Annideting of Stockholders to be held at the offioEakin Gump Strauss
Hauer & Feld LLP, 1111 Louisiana Street, Suite 4480uston, Texas 77002 at 10:00 a.m. (Houston tone€juesday,
May 22, 2007. At the Annual Meeting, the followipgpposals will be presented for consideration:

»  The election of seven directors, each of whom kadlld office until our Annual Meeting of Stockholddn 2008 and
until his successor has been duly elected andftpda

«  The ratification and approval of the appointmenbDeloitte & Touche LLP as our independent registepublic
accounting firm for the fiscal year ending Decem®&r2007

You are entitled to vote at the meeting for somewfdirector nominees and on the proposal toyratiid approve the
appointment of Deloitte & Touche LLP as our indeghemt registered public accounting firm for the disgear ending
December 31, 2007 if you were the holder of readrdny shares of our Common Stock or Series A Cuible Preferred
Stock at the close of business on March 27, 2007.

Our Board of Directors recommends that oucldtolders vote FOR each nominated director for wiloay are entitled
to vote and FOR the ratification and approval ef #ppointment of Deloitte & Touche LLP as our inelegent registered
public accounting firm for the fiscal year endingé@mber 31, 2007. Our stockholders may also belaskeonsider and act
upon any other business that may properly comerbéfie Annual Meeting or any adjournment or posgmoant thereof.

Your vote is very important. If you do not egpto attend the Annual Meeting in person, plesdge, date and complete
the enclosed proxy and return it without delayhia énclosed envelope, which requires no postagaiied in the United
States. Mailing your completed proxy will not pratgou from later revoking that proxy and votingperson at the Annual
Meeting. If you want to vote at the Annual Meetimgt your shares are held by an intermediary, sschntaroker or bank,
you will need to obtain proof of ownership of yalvares as of March 27, 2007 from the intermed

April 4, 2007 By Order of the Board of Directo

/s/ KENNETH M. HALE
KENNETH M. HALE
Corporate Secreta
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STERLING CHEMICALS, INC.

333 Clay Street, Suite 3600

Houston, Texas 77002-4312
(713) 650-3700

Proxy STATEMENT FOR
ANNUAL MEETING OF STOCKHOLDERS
To BE HELD MAY 22, 2007

GENERAL INFORMATION
Purpose of this Proxy Statem

We have prepared this Proxy Statement to solicit prdies on behalf of our Board of Directors for use abur 2007
Annual Meeting of Stockholders and any adjournmenbr postponement thereof We intend to mail this Proxy Statem
and accompanying proxy card to all of our stockboddentitled to vote at the Annual Meeting on aswbApril 4, 2007.

Time and Place of Annual Meeting

The Annual Meeting will be held on Tuesday, May 2@07, at 10:00 a.m. (Houston time) at the officAkin Gump
Strauss Hauer & Feld LLP, 1111 Louisiana Streeitesi400, Houston, Texas 77002.

Admission Rule

Only stockholders of record as of March 27, 200d their accompanied guests, or the holders of tredid proxies, will be
permitted to attend the Annual Meeting. Each peegtending the Annual Meeting will be asked to pressalid
governmental-issued picture identification, suckaasiver's license or a passport, before beingitddto the meeting. In
addition, stockholders who hold their shares thioadproker or nomineé.€., in “street name”should provide proof of the
beneficial ownership as of March 27, 2007, such beokerage statement showing their ownership afeshas of that date.
Cameras, recording devices and other electronidswill not be permitted at the Annual Meetinglattendees will be
subject to security inspections.

Lists of Stockholde

Lists of our stockholders who are entitled to vat¢he Annual Meeting will be available for insgentby any stockholder
present at the Annual Meeting and, for ten daysrd the Annual Meeting, by any stockholder, fargoses germane to t
meeting, at our offices located at 333 Clay Str8aite 3600, Houston, Texas 77002. Any inspectiahese lists prior to
the Annual Meeting must be conducted between 8100 a@nd 4:30 p.m. (local time). Please contact@anporate Secretary
before going to conduct any inspection prior to Amaual Meeting.

Inspector of Electior

Our Board of Directors has appointed Katherine ldearth, our Assistant Secretary, as the inspedteteations. The
inspector of elections will separately calculatéradative, negative and withheld votes, abstentiand broker non-votes for
each of the proposals.
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ARRANGEMENTS REGARDING NOMINATION AND ELECTION OF DIRECTORS

The holders of our Series A Convertible PrefeiStock (Preferred Stochk, voting separately as a class, are entitled to
elect a percentage of our directors determinedbyaggregate amount of shares of our Preferredk &tot Common Stock
beneficially owned by Resurgence Asset ManagenhehiC. (“Resurgencd and certain permitted transferees. Currently,
the holders of our Preferred Stock are entitledléat at least a majority of our directors. MesSteven L. Gidumal, Byron
J. Haney, Karl W. Schwarzfeld and Philip M. Sivie ¢he nominees for election by the holders ofeshaf our Preferred
Stock (the Preferred Stock Nominegs

With the exception of the Preferred Stock Noeeis, our directors are elected by the holdersioPoeferred Stock and
Common Stock voting together as a single class.Ritthard K. Crump, Mr. John W. Gildea and Dr. Pdaterg Kai Wu are
the nominees for election by the holders of oufd?red Stock and Common Stock, voting together sisgle class (the
“General Nomine€s

Under our Certificate of Incorporation, thdders of our 10% Senior Secured Notes due 2007“{@# Note¥) have
the exclusive right, voting separately as a classlect one of our directors until our 10% Notesédnbeen paid in full. On
March 30, 2007, we repurchased approximately $68llibn in aggregate principal amount of our 10%t&kpursuant to a
tender offer and consent solicitation. On MarchZ0Q7, we issued a notice of redemption with respeall of our
remaining 10% Notes, and deposited an amount in adsquate to pay in full the redemption pricedibof our remaining
10% Notes into an escrow account. Our remaining Nefies are expected to be redeemed on April 277.2R98 a result,
none of our 10% Notes are expected to be outstgratithe time of our Annual Meeting, and the hatdefrour 10% Notes
are not expected to have the right to elect a ttireat our Annual Meeting. Consequently, while fiopyears Mr. Gildea
has been the nominee for election by the holdeminfl0% Notes, at this Annual Meeting Mr. Gildsane of our General
Nominees. After our remaining 10% Notes are redeknve expect our Board of Directors to increasesihe of our Board
and appoint Mr. Gildea to fill the vacancy resuitimom that increase. In the unlikely event that mmaining 10% Notes
are not redeemed prior to our Annual Meeting, Mitd& will continue to serve on our Board of Diret as the
representative of our 10% Notes.

ProrPoOsALSON WHICH You MAY VOTE

If you owned any shares of our Preferred Stradkommon Stock on March 27, 2007, as reflectemlinstock register,
you may vote at the Annual Meeting on the followimgtters:

Securities Held of
Record on March 27, 2007 Proposals on Which You May Vote

Preferred Stock Preferred Stock Nominees for Director
General Nominees for Direc
Approval of Appointment of Deloitte & Touche LI

General Nominees for Direc!
Approval of Appointment of Deloitte & Touche LI

Common Stocl

-2-
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VOTING IN PERSONOR BY PrOXY

How Do | Vote My Shares of Sto

You may vote your shares of Preferred Stock or Com@tock in person at the Annual Meeting or you miag us your
proxy. We recommend you vote by proxy even if ytango attend the Annual Meeting yeu can always change your vi
at the Annual Meeting.

You can vote your shares of stock by proxy overtéhephone by calling a toll-free number, electoafly by using the
Internet or through the mail by signing and retngiihe enclosed proxy card. We have set up thpttetee and Internet
voting procedures for your convenience and desigihese procedures to authenticate your identitgwayou to give voting
instructions and confirm that your voting instrects have been properly recorded. Telephone anchitteoting of shares
of our stock will be available 24 hours a day uNilon (Houston time) on May 21, 2007. If you wolile: to vote your
shares of stock by telephone or by using the leteplease refer to the specific instructions sghfon the enclosed proxy
card.

How Are My Shares of Stock Voted If | Give You MoxP:

If you give us your proxy to vote your shares afckt we will be authorized to vote your sharestotk, but only in the
manner you direct. You may direct us to vote foo+withhold authority to vote for — all, some or moof the General
Nominees and, if you hold Preferred Stock, all, eamnone of the Preferred Stock Nominees. You atsy direct us to
vote your shares of stock for or against the praptwsratify and approve the appointment of Deéo&t Touche LLP
(“Deloitte & Touché) as our independent registered public accourfiimg for the fiscal year ending December 31, 2007
(the “Deloitte Appointmefi}. You may also abstain from voting.

If you give us your proxy to vote your shares afcktand do not withhold authority to vote for tHeation of any of the
nominees, all of your shares of stock will be vdiedthe election of each General Nominee andoif fiold Preferred Stoc
each Preferred Stock Nominee. If you withhold atitiido vote your shares of stock for any nominaene of your shares
stock will be voted for that candidate, but allyolur shares of stock will be voted for the electidreach General Nominee
for whom you have not withheld authority to votelaii you hold Preferred Stock, each Preferred Stéominee for whom
you have not withheld authority to vo

If you give us your proxy to vote your shares afcgt but do not specify how you want your sharegdpall of your shares
of stock will be voted in favor of each of the GaledNominees and, if you hold Preferred Stock, eafdihe Preferred Stock
Nominees, and all of your shares of stock will loéed in favor of the proposal to ratify and appréve Deloitte
Appointment.

If you give us your proxy to vote your shares afcktand any additional business properly comesrbadar stockholders fi
a vote at the Annual Meeting, the persons namélerenclosed proxy card will vote your shares o€lston those matters

instructed by our Board or, in the absence of aqpyess instructions, in accordance with their owatjudgment. As of the
date of this Proxy Statement, we were not awamngfother matter to be raised at the Annual Meeting

What If | Change My Mind After | Give You My Proxy?

You may revoke your proxy at any time before ychares of stock are voted at the Annual Meetingroyiping us with
either a new proxy with a later date (by any methedlilable for giving your original proxy) or byrsging us a written
notice of your desire to revoke your proxy at tblbofving address: Sterling Chemicals, Inc., 333yChéreet, Suite 3600,
Houston, Texas 77002; Attention: Corporate Secyedou may also revoke your proxy at any time pt@gour shares of
stock having been voted by attending

-3-
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the Annual Meeting in person and notifying the iastor of elections of your desire to revoke younqr However, your
proxy will not automatically be revoked merely besa you attend the Annual Meeting.

Why Did | Receive More Than One Proxy Card?

You may receive more than one proxy or voting aegdending on how you hold your shares and the tgpskares you
own. If you hold your shares through someone algeh as a broker or a bank, you may receive mégdran them asking
you how you want your shares voti

What Happens If a Nominee Becomes Unavailable?

If any of our director candidates becomes unavkglédr any reason before the election, we may redhe number of
directors serving on our Board or a substitute @atd may be designated. We have no reason tosbeli@t any of our
director candidates will be unavailable. If a sitbgt candidate is designated for any of the PreteStock Nominees or the
General Nominees, the persons named in the encpimeegl card will vote your shares for such subsgiiifithey are
instructed to do so by our Board or, if our Boaogsinot do so, in accordance with their own beigrjuent.

What If My Shares Are Held In Someone Else’'s Name?

If you want to vote at the Annual Meeting but yehiares are held by an intermediary, such as a bookEank, you will
need to obtain proof of ownership of your sharesfadarch 27, 2007, or obtain a proxy to vote yehares from the
intermediary.

SOLICITATION OF PROXIESAND EXPENSES

We are asking for your proxy on behalf of &aard. We will bear the entire cost of preparingntng and soliciting
proxies. We will send proxy solicitation materiédsall of our stockholders of record as of March 2007, and to all
intermediaries, such as brokers and banks, thdtdm} of our shares on that date on behalf of ethiérese intermediaries
will then forward solicitation materials to the ledicial owners of our shares and we will reimbuttsem for their reasonah
forwarding expenses. Our directors, officers anglegees may also solicit proxies in person or bgphone.

ProPOSALSBY STOCKHOLDERS

Our Board does not intend to bring any othatters before the Annual Meeting and has not befemmed that any other
matters are to be presented by others. Our Bylawtan several requirements that must be satigfiedder for any of our
stockholders to bring a proposal before one ofamumual meetings, including a requirement of delhgproper advance
notice to us. Stockholders are advised to reviemBylaws if they intend to present a proposal at aiour annual
meetings.
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STOCKHOLDER COMMUNICATIONS WITH THE BOARD

Stockholders may contact our Board of Direstmrany of its members by the following means:

By E-mail: khale @sterlingchemicals.cc

By Mail: Sterling Chemicals, In
Board of Director
Attention: Corporate Secret:
333 Clay Street, Suite 36
Houston, Texas 770!

Stockholders should clearly specify in each commation the name of the individual director or graxfflirectors to whon
the communication is addressed. Stockholder comzations are initially delivered directly to our @orate Secretary, wt
will promptly forward such communications to theesified directors or, if no particular directoreapecified, to our entire
Board. Stockholders wishing to submit proposaldrictusion in the proxy statement relating to 0002 annual meeting of
stockholders should follow the procedures specifiebw under the heading “Stockholder ProposaldNixt Years Annua
Meeting.” Stockholders wishing to nominate direstfor election at our 2008 annual meeting of stotdérs should follow
the procedures specified below under the headirigetibr Nominations and Qualifications.”

DIRECTOR NOMINATIONS AND QUALIFICATIONS

Our Corporate Governance Committee will, incadance with its written charter (a current copwhich is posted on
our website at www.sterlingchemicals.com, and $® @n Exhibit to our Form 10-K) and subject totérens of our
Certificate of Incorporation and Bylaws, review datates recommended by our stockholders for pesitan our Board.
Our Bylaws provide that any stockholder entitledrde for the election of directors at a meetingtoickholders who
satisfies the eligibility requirements (if any) $etth in our Certificate of Incorporation, and wbomplies with the
procedures set forth in our Certificate of Incogtam and Bylaws, may nominate persons for eledtioour Board, subject
to any conditions, restrictions and limitations wspd by our Certificate of Incorporation or BylawWsese procedures
include a requirement that our Corporate Secretngive timely written notice of the nomination, et for our 2008
annual meeting of stockholders, means that the matioh must be received on or after December 2d7 Xt no later than
February 22, 2008. Any notice of nomination mustude, in addition to any other information or neastrequired by our
Certificate of Incorporation or Bylaws, the follovg:

+ the name and address of the stockholder submittegomination, as they appear on our bc
« the nominating stockhold's principal occupation, business and residenceeadds and telephone numkb
« the number of shares of each class of our stocledvarfirecord or beneficially by the nominating stoalder

« the dates upon which the nominating stockholdguied such shares and documentary support foclaiys of
beneficial ownershi|
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« the exact name of the nominee and such persoa;saigcipal occupation, business and residencesadds and
telephone numbel

» the number of shares of each class of our stéan{i) owned directly or indirectly by the nominee;

« the nominee’s written acceptance of such nominatonsent to being named in the proxy statemeatrasninee
and statement of intention to serve as a diretlected; and

« any other information regarding the nominee thatild be required to be included in a proxy statenpemsuant to
rules of the Securities and Exchange Commission.

Nominations of directors may also be made toyBoard or as otherwise provided in our Certifécat Incorporation, the
Designation of Preferences, Rights and Limitatifmmour Preferred Stock or our Bylaws. Our Corper@bvernance
Committee uses the same processes in evaluatinghattoms for positions on our Board, irrespectivevbether the
nomination is made by a stockholder or by our Bohrdietermining whether it will recommend or sugpocandidate for a
position on our Board, our Corporate Governance @dtae considers those matters it deems relevarithamay include,
but are not limited to, integrity, judgment, busieespecialization, technical skills, diversity, épeéndence, potential confli
of interest and the present needs of our Board.Cduporate Governance Committee also conducts pppte inquiries int
the backgrounds and qualifications of possible @hatds, including those properly submitted by dockholders, after
considering the function and needs of our Board. Bnard has adopted a set of Governance Princfpdiieh are posted on
our website at www.sterlingchemicals.com), whictludes certain qualifications for directors whibtle Corporate
Governance Committee takes into account when etiagupotential nominees. Under our Governance fpies, our
directors should possess the highest personal mfielssional ethics, integrity and values, be conedito representing the
long-term interests of our stockholder and be ngjland able to devote sufficient time to carrying their duties and
responsibilities effectively. In addition, our diters should be committed to serve on our Boarcgfoextended period of
time and should not serve on the boards of busiertiies competitive with us, or on the board imédtors of more than
three other public companies, unless doing so woatdmpair the director’s service on our Boardr @erporate
Governance Committee also takes into account astsiagons, requirements or limitations containedur Certificate of
Incorporation, the Designation of Preferences, Rigind Limitations for our Preferred Stock or oytaéBvs, or any other
agreement to which we are a party. Our Corporatee@mnce Committee does not have a formal proocesdéntifying anc
evaluating nominees for directors. Instead, it utsesetwork of contacts to identify and evaluabéeptial candidates.

ANNUAL REPORTAND AVAILABLE INFORMATION

Our annual report on Form 10-K (including ficéal statements and the financial statement sdasdwt without
exhibits) for our fiscal year ended December 3D&@®ur ‘Form 10K"), including financial statements, accompanies thi
Proxy Statement but does not constitute a pati@ptroxy solicitation material$Ve will furnish additional copies of our
Form 10-K, without charge, to any person whose votis solicited by this Proxy Statement upon writterrequest to the
following address: Sterling Chemicals, Inc., 333 @y Street, Suite 3600, Houston, Texas 77002; Attém: Chief
Financial Officer. In addition, upon written request, we will furnialcopy of any exhibit to our Form 10-K to any perso
whose vote is solicited by this Proxy Statementrupayment of our reasonable expenses incurredninesion with
providing the copy of the exhibit.

-6-
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ELECTION OF DIRECTORS
(Item 1 on the Proxy Card)

General Information

Our Board oversees our management, reviewtoagrerm strategic plans and exercises direct decisiaking authorit
in key areas. All of our director candidates cutlsegerve on our Board. With the exception of RichE. Crump, our
President and Chief Executive Officer, we do nopkm any of our current directors or any of ouredtor candidates. Only
non-employee directors are eligible to serve onfuit Committee, our Compensation Committee and@arporate
Governance Committee. Each of our directors istetkannually to serve until our next annual meeting until his or her
successor is duly elected and qualified. Mr. Crumag originally appointed to our Board in Decembe2@01.

Messrs. Gildea and Haney were originally appointedur Board on December 19, 2002. Our Board apediDr. Peter
Ting Kai Wu as one of our directors on March 12)0£@o fill a pre-existing vacancy on our Board. Traders of our
Preferred Stock appointed Mr. Philip M. Sivin tar@®oard on July 28, 2004, Mr. Karl W. Schwarzfebdour Board on
March 10, 2006 and Mr. Steven L. Gidumal to our Bloanh November 10, 2006, in each case to fill vatzmin seats
previously held by designees of our Preferred Stolders.

Our Board held four meetings in 2006. All afralirectors attended 100% of the meetings of amarB and all of our
committees on which they served. Accordingly, noheur directors attended less than 75% of the imgebf our Board
and all committees on which they served during 2006 do not have a specific policy regarding atsevwe by directors at
annual meetings of our stockholders, but all ofdivectors are encouraged to attend if availabeo ©f our directors,
Byron Haney and Richard Crump, attended our anmegting of stockholders in 2006.

As discussed above in “Arrangements Regardiognination and Election of Directors,” the holdefsour Preferred
Stock, voting separately as a class, are curremtiyled to elect a majority of our directors. Aflour remaining directors a
elected by the holders of our Preferred Stock amhi@on Stock, voting together as a single class.prbeedures for these
separate votes by the holders of our PreferredkStond the holders of our Preferred Stock and oum@on Stock (as a
single class), together with information about ¢hadidates for the relevant election, is presehédow under the headings
“Preferred Stock Nominees” and “General Nomineesspectively.

Director Independenc

Mr. Gildea and Dr. Wu are considered independader the listing standards of the New York tBgchange. Each of
Messrs. Gidumal, Haney, Schwarzfeld and Sivin ampleyed by Resurgence, which has beneficial ownersha
substantial majority of the voting power of our seties due to its investment and disposition atitii@ver securities
owned by its and its affiliates’ managed funds aodounts. As a result of this beneficial ownersRipsurgence is
considered to be our affiliate under Securities BRdhange Commission guidelines and, consequéviggsrs. Gidumal,
Haney, Schwarzfeld and Sivin may be considerednutpendent under the listing standards of the Mevk Stock
Exchange due to their employment by ResurgenceShkm is also the son-in-law of Martin Sass, thdet Executive
Officer of Resurgence and of M.D. Sass Investorsiges, Inc., the owner of Resurgence, and Mr.rSisgimember of the
Board of Directors and Executive Officer of M.D.sSdnvestor Services, Inc. Mr. Crump is our Chiréé&utive Officer anc
consequently, is considered not independent umaeligting standards of the New York Stock Exchange

-7-
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Our Board has created various standing coragstto help carry out its duties, including an A@bmmittee, a
Compensation Committee, a Corporate Governance Giveenand an Environmental, Health and Safety Catemi
Generally speaking, our Board Committees work gniksues in greater detail than would be possibfalbBoard
meetings. Each of our Board Committees consulbsn fime to time, with outside experts concerning performance of its
duties. As part of its duties, our Corporate Goaege Committee acts as our nominating committee.

Audit Committe

Our Audit Committee is currently comprised of twioooir non-employee
directors, Byron J. Haney (Chairman) and John Wdéai, and met four times in
2006. Our Audit Committee operates under a writiearter adopted by our
Board, a current copy of which is posted on our sitebat
www.sterlingchemicals.com, and is also an Exhibibtir Form 10-K. Our Audit
Committee oversees our accounting and financianey processes and the
audits of our financial statements, and monitoesghalifications, independence
and performance of our internal and independenitansd Our Audit Committee
is directly responsible for the appointment, congagion and oversight of our
independent external and internal auditors, andouvgs the audit, audit-related
or tax services to be provided by these auditarsyall as all non-audit related
services to be provided by our independent extexuditors. In addition, our
Audit Committee reviews our Form 10-K and FormQG@eports, our practices
preparing published financial statements and orial and disclosure controls.
Upon the recommendation of our Audit Committee, Board adopted a Code
Ethics for the Chief Executive Officer and Senidamdncial Officers, a current
copy of which is posted on our website at www.stgdhemicals.com, and is
also an Exhibit to our Form 10-K. This Code of Ethiwhich applies to our
Chief Executive Officer, our Chief Financial Offic@ur Controller and anyone
performing similar functions on our behalf, is adistered by our Audit
Committee and provides for the reporting of viaas to our Audit Committee
on a confidential and anonymous bz

Mr. Gildea is considered independent under thinisstandards of the New
York Stock Exchange for purposes of serving onAuwdit Committee, while

Mr. Haney may be considered not independent urdsetlisting standards due
to his employment by Resurgence. However, as Mneljaualifies as a
“financial expert,” as discussed below, our Boagtedmined that it was
appropriate to appoint Mr. Haney to our Audit Cortte®. Under the charter of
our Audit Committee, each member of our Audit Cortted mus

» be independent of management and be free frgmedationship that, in the
opinion of our Board, would interfere with the esise of his independent
judgment

» have, in the opinion of our Board and in the apinof each member of our

Audit Committee, sufficient time available to dexoeasonable attention to
the responsibilities of our Audit Committ
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 be financially literatei., have the ability to read and understand
fundamental financial statements, including a begasheet, income
statement and statement of cash flows, and theyatailunderstand key
financial risks and related controls and contraogsses); at

 not simultaneously serve on the audit committie@ore than three public
companies

In addition, at least one member of our Audit Comt@ei must, in the opinion of
our Board, be an “audit committee financial experthave accounting or relat
financial management expertise. Our Board has ahéed that Mr. Haney is an
“audit committee financial expert” within the meagiascribed to such term
under the rules promulgated under the Sarbanesy@xeof 2002, due to his
education, training and employment as a certifieblip accountant, service as a
member of the audit committee of other companiesather relevant experience
acquired through his work at Resurgence and oth@peanies

Our Compensation Committee is currently comprigevo of our non-
employee directors, John W. Gildea (Chairman) aedeh L. Gidumal, and met
three times in 2006. Our Compensation Committeeaipe under a written
charter adopted by our Board, a current copy ottvig posted on our website
www.sterlingchemicals.com, and is also an Exhibibtir Form 10-K. Our
Compensation Committee is responsible for dischar¢fie compensation
responsibilities of our Board, includir

 reviewing and approving corporate goals andaihjes relevant to
compensation of our Chief Executive Officer, evéihg our Chief Executiv
Officer’'s performance in light of those goals argjextives and determining
and approving our Chief Executive Officer's compeitn level based on
this evaluatior

» determining and approving the compensation tefal our other executive
officers

« making recommendations to our Board with respeetite adoption,
amendment or termination of our incentive compeargilans and equity-
based plan

« administering our compensation programs for ettee officers (including
bonus plans, stock option and other equity-basgrpros, deferred
compensation plans and other cash or stock ineeptiograms);

» reviewing and making recommendations to our Baeth respect to other
significant employee benefit programs;

» reviewing and approving our annual merit buc

In addition, our Compensation Committee establithesaannual fees and
meeting fees to be paid to our -employee director

The roles of our executive officers and of consukan determinin
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compensation of our executive officers and diresstand the ability of the
Compensation Committee to delegate its authostgdjscussed under
“Compensation Discussion and Anal” on page 2t

As discussed above, Mr. Gildea is considered indeget under the listing
standards of the New York Stock Exchange, while Gidumal may be
considered not independent under these listinglatais due to his employment
by and other relationships to Resurgence. Undechheter of our Compensation
Committee, each member of our Compensation Comenittiest be independent
of management and be free from any relationshify thahe opinion of our
Board, would interfere with the exercise of hisépdndent judgment, and have,
in the opinion of our Board and in the opinion atk member of our
Compensation Committee, sufficient time availablelévote reasonable
attention to the responsibilities of our CompermatCommittee

Corporate Our Corporate Governance Committee is currentlyprisad of two of our non-
Governance employee directors, Dr. Peter T.K. Wu (Chairmarg dohn W. Gildea, and met
Committee four times in 2006. Our Corporate Governance Cotemibperates under a

written charter adopted by our Board, a currentyanfpvhich is posted on our
website at www.sterlingchemicals.com, and is ats&=ghibit to our Form 10-K.
Our Corporate Governance Committee considers atiensarelated to our
corporate governance. In discharging its duties Garporate Governance
Committee makes recommendations to our Board e#pect to changes to our
Certificate of Incorporation, Bylaws, committeeustiure and corporate
governance guidelines, reviews all stockholder psats, considers questions of
independence of our Board members and possibldicisrdf interest, reviews
succession plans relating to positions held bysemior executive officers and
reviews our insurance and indemnity arrangememtsdodirectors and officers.
Our Corporate Governance Committee also providessight with respect to tl
establishment of and adherence to corporate congadiprograms, codes of
conduct and other policies and procedures concgimn business and our
compliance with all relevant law

Our Corporate Governance Committee also acts asnomminating committée

In this capacity, our Corporate Governance Commitiensiders, recommends
and recruits candidates to fill new or vacant posg on our Board and conducts
inquiries into the backgrounds and qualificatiohpassible candidates for
positions on our Board (unless any person or ehtig/the power to designate
the individual to fill such position under our Gfdate of Incorporation, any
contract to which we are a party or the terms gfseries of our preferred stoc
Our Corporate Governance Committee, in accordaritteits charter and subje
to the terms of our Certificate of IncorporatiordaBylaws, reviews candidates
recommended by our stockholders for positions arBmard

As discussed above, Mr. Gildea and Dr. Wu are demsd independent under
the listing standards of the New York Stock Exchaargdnder th
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charter of our Corporate Governance Committee, esaiber of our Corporate
Governance Committee must be independent of maragtesnd be free from
any relationship that, in the opinion of our Boakauld interfere with the
exercise of his independent judgment, and haviadropinion of our Board and
in the opinion of each member of our Corporate Goarce Committee,
sufficient time available to devote reasonablentitbe to the responsibilities of
our Corporate Governance Commit

Our Environmental, Health and Safety Committeeuisently comprised of two
of our directors, Richard K. Crump (Chairman) and Peter T.K. Wu, and met
three times in 2006. Our Environmental, Health Safety Committee
establishes policies, practices and proceduresifioyee safety and health,
environmental protection and product safety to emsat our operations are
conducted in compliance with environmental lawsesuregulations, permits a
licenses. Our Environmental, Health and Safety Cdtemalso conducts
ongoing environmental planning activities and malee®mmendations to our
Board concerning the selection of external envirental auditors, including
their compensation and the proposed terms of #rgjagemer

Compensation Committee Interlocks and Insider Rauéition

During 2006, Messrs. Gildea, Gidumal and Ssénved on our Compensation Committee. None oktlasctors has
ever been one of our officers or employees. Withekception of those matters described below utitielated Person
Transactions” pertaining to Mr. Gidumal and Mr. i8ijwho served on our Compensation Committee iditember 10,
2006), none of our directors serving on our Compgas Committee in 2006 had any relationship teguires disclosure in
this Proxy Statement as a transaction with a rélpgrson. During 2006, none of our executive oficeerved as a member
of the compensation committee of another entity, ohwhose executive officers served on our Comgtems Committee,
none of our executive officers served as a direst@nother entity, one of whose executive officesred on our
Compensation Committee, and none of our execuffigees served as a member of the compensation dtieeof another
entity, one of whose executive officers servedras af our directors.

-11-
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Governance Principles

Acting on the recommendation of our Corpofaternance Committee, our Board adopted formal Garee
Principles in August of 2005, a current copy of erhis posted on our website at www.sterlingchersicam, and is also an
Exhibit to our Form 10-K. Our Governance Principtesitain policies and guidelines related to:

» the respective roles and functions of our Boardraadagemer

» the size of our Board, our Board Committees antetiéa for membershi
» compensation paid to our Directc

»  executive sessions of independent direc

» selt-evaluations by our Board and our Board Commit

« ethics and conflicts of intere

« annual compensation reviews of our Senior Exec\@iffeers

» access to management and independent advisol

. Director orientation and educati
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PREFERREDSTOCK NOMINEES

Who May Vote

If you owned any shares of our Preferred Stock @nd 27, 2007, as reflected in our stock regigtau, may vote in the
election for the Preferred Stock Nominees. Oureshaf Common Stock do not vote in the electiorttierPreferred Stock
Nominees.

Outstanding Shares

On March 27, 2007, there were 4,096.762 sharesroPreferred Stock outstanding (currently convéetibto 4,096,762
shares of our Common Stock at the option of theérs)), none of which were owned by us or any ofsulrsidiaries.

Quorum

In order to conduct the election for the Prefei®adck Nominees, we must have a quorum. This méwtsme must have at
least a majority of the shares of our PreferrediStepresented at the Annual Meeting, either is@eior by proxy. Any
shares of Preferred Stock owned by us or by amubtubsidiaries are not counted for purposes t&frdening whether a
qguorum is present. Shares of our Preferred Stolckbheintermediaries that are voted for at least oratter at the Annual
Meeting are counted as being present for the eleétir the Preferred Stock Nominees, even if theefieial owner’s
discretion has been withheld for voting on somalbof the other matters (commonly referred to dbraker non-vote”).

Votes Needed

Each share of our Preferred Stock has the rigbasb one vote for each of the Preferred Stock NeasnA Preferred Stock
Nominee is elected to our Board if he receiveséiverable vote of a plurality of the votes castivy shares of our Preferr
Stock that are entitled to vote and are presetiteafnnual Meeting, either in person or by proxyder this format,
abstentions and broker non-votes will not affeetdlatcome of the election.

Designation of Nomine

Under the Restated Certificate of DesignationsfdPeaces, Rights and Limitations of our Preferréatls, the holders of ot
Preferred Stock, voting separately as a clasertied to elect a percentage of our directorgeined by the aggregate
amount of shares of our Preferred Stock and Com@&took beneficially owned by Resurgence and cegiaimitted
transferees. Currently, the holders of our Prete8wck are entitled to elect at least a majoritgur directors. Each year,
the holders of our Preferred Stock send us a dagamof the individuals that these holders woiltd us to include in our
proxy statement as nominees for the director deatghich they are entitled to vote.

Information about each of the Preferred Stock Naeis provided below.
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Our Board of Directors recommends that the holdersf shares of our Preferred Stock vote FOR the eleicin to our
Board of each of the following candidates:

Steven L. Gidumal
Age 49
Director Since November 2006

Byron J. Hane
Age 46
Director Since December 2002

Karl W. Schwarzfel
Age 30
Director Since March 2006

Philip M. Sivir
Age 35
Director Since July 2004

Mr. Gidumal is a Managing Director and a Co-Chiefdstment Officer of
Resurgence Asset Management, L.L.C., which beradifjodbwns a substantial
majority of the voting power of our securities. MBidumal joined Resurgence
2006. Prior to joining Resurgence, Mr. Gidumal seiras Founder, Managing
Director and Portfolio Manager of Virtus CapitalNew York-based hedge fund
since February 2004. Before launching his own camp®r. Gidumal served ¢
head of distressed research for Trilogy Capitahf2001 through February 20!
Prior to that time, Mr. Gidumal had served as afptto manager of Tribeca
Investments (Citigroup’s distressed securities af@n), a distressed securities
specialist for Bear Stearns and an investment bidokd&kothschild Inc.

Mr. Gidumal also currently serves as a member @Bbard of Directors of RD
Sterling Holdings Corporation and Mirant Corp. AsRecovery Trus

Mr. Haney is a Managing Director and a Co-Chiefdstment Officer of
Resurgence Asset Management, L.L.C., which beradifjodbwns a substantial
majority of the voting power of our securities.drio becoming Managing
Director and Co-Chief Investment Officer in 2006;.Maney served as
Managing Director since 1994. Mr. Haney joined Rgsace in 1994.

Mr. Haney also currently serves as a member oBtiead of Directors of RDA
Sterling Holdings Corporation and Furniture.cont.land as an Executive
Officer and member of the Board of Directors ofsFi€ommercial Credit Cor

Mr. Schwarzfeld is a Vice President of ResurgensseA Management, L.L.C.,
which beneficially owns a substantial majority bétvoting power of our
securities. Prior to becoming Vice President in@0dr. Schwarzfeld was
Director of Operations of Resurgence from 2004ugto2006, Vice President
Operations from 2003 through 2004, Assistant Vioesklent of Operations fro
2002 through 2003, Operations Manager from AugQ802hrough 2002 and a
Portfolio Administrator of Resurgence from Auguétt§98 through July 2000.
Mr. Schwarzfeld also currently serves as a memb#reoBoard of Directors of
Furniture.com, In

Mr. Sivin is Senior Vice President of M.D. Sasblacquarie Financial Strategi
Management Company, L.L.C. and a Vice PresideResfurgence Asset
Management, L.L.C., which beneficially owns a sabsial majority of the

voting power of our securities. Mr. Sivin joinedsRegence in 2004 and became
a Vice President in 2005. Prior to becoming SeWioe President of M.D. Sass —
Macquarie Financial Strategies Management CompahyC. in 2005,

Mr. Sivin had served as Senior Vice President aade®al Counsel of M.D. Sa
Investors Services, Inc. and M.D. Sass Associatessince 2000. Prior to
joining M.D. Sass in 2000, Mr. Sivin was an attoria¢ Sullivan & Cromwel
LLP in New York specializing in corpora
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securities, real estate and investment managemsargaictions. Mr. Sivin also
currently serves as a member of the Board of Dirscind Executive Officer of
M.D. Sass Investor Services, Inc. (which owns Rgsoce) and M.D. Sass
Associates, Inc., and as a member of the Boardretidrs of RDA Sterling
Holdings Corporation, Furniture.com, Inc. and F&stmmercial Credit Cor
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GENERAL NOMINEES

Who May Vote

If you owned any shares of our Preferred Stock@n@on Stock on March 27, 2007, as reflected insboek register, you
may vote in the election for the General Nominees.

Outstanding Shares

On March 27, 2007, there were 4,096.762 sharesroPreferred Stock (currently convertible into 402 shares of our
Common Stock at the option of the holders) and@ &30 shares of our Common Stock outstanding, obméich were
owned by us or any of our subsidiaries.

Quorum

In order to conduct the vote for the General Norefeve must have a quorum. This means that we mawstat least a
majority of the voting power of our outstanding s#sof Preferred Stock and Common Stock represexitée: Annual
Meeting, either in person or by proxy.

In the election for the General Nominees, our shafd’referred Stock and Common Stock vote together single class.
For purposes of class voting, each share of ourr@@mStock has the right to one vote and each sifaver Preferred Stoc
has the right to one vote for each share of our @omStock into which such share of Preferred Stedonvertible on the
record date for such vote. Each share of our RerleBtock was convertible into 1,000 shares of@ammon Stock on the
record date for the election of the General Nonmsnedich means that each share of our Preferreck $tat is represented
at the Annual Meeting is the equivalent of 1,008rsk of our Common Stock being represented at timu& Meeting for
purposes of determining whether a quorum is present

Any shares owned by us or by any of our subsidiaai® not counted for purposes of determining wdreshquorum is
present. Shares of our stock held by intermedighi@sare voted for at least one matter at the Ahkleeting are counted as
being present for the election of the General Ne®# even if the beneficial owngdiscretion has been withheld for vot
on some or all of the other matters (commonly refiéto as a “broker non-vote”).

Votes Needed

Each share of our Common Stock has the right tbarses vote for each of the General Nominees ant share of our
Preferred Stock has the right to cast 1,000 vatesdch of the General Nominees. A General Nomisetcted to our
Board if he receives the favorable vote of a pityaf the votes cast by the shares of our Prefe8t®ck and Common
Stock that are entitled to vote and are presetiteafnnual Meeting, either in person or by proxyder this format,
abstentions and broker non-votes will not affeetdlatcome of the election.

Information about each of the General Nomineesaviged below.
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Our Board of Directors recommends that the holdersf shares of our Preferred Stock and Common Stockote
FOR the election to our Board of each of the folloimg candidates:

Richard K. Crum
Age 61
Director Since December 2001

John W. Gilde
Age 63
Director Since December 2002

Dr. Peter Ting Kai W
Age 69
Director Since March 2004

Mr. Crump has served as our President and Chiedlxee Officer since
January of 2003. Prior to that time, Mr. Crump selras our Co-Chief Executive
Officer from December of 2001 through January dd20our Executive Vice
President — Operations from May of 2000 through Dawer of 2001, our Vice
President — Strategic Planning from December of @6ugh May of 2000,
our Vice President — Commercial from October of 18&bugh December 1,
1996 and our Director — Commercial from August o8&3hrough October of
1991. Prior to joining us, Mr. Crump was Vice Pdesit of Sales for Rammhorn
Marketing from 1984 through August of 1986 and Viresident of Materials
Management for El Paso Products Company from 1B8itaigh 198:

Mr. Gildea has been a managing director and prai@pGildea Management
Company since 1990. Gildea Management Companytardfiliates have been
the investment advisor to The Network Funds, wisiglcializes in distressed
company and special situation investments. Mr. &iltas served on the Board
of Directors of a number of restructured or restutiog companies, including
Amdura Corporation, American Healthcare Managemeant, America Service
Group Inc., GenTek, Inc., Konover Property Trust.land UNC Incorporated.
Mr. Gildea also serves as a member of the BoaRirefctors of Universal
Aerospace Company, Inc., America Service Groupdnd. Misonix, Inc. and
several United Kingdom based investment trustsist#so a member of the
Audit Committee and the Compensation Committee =oMix, Inc

Dr. Wu currently serves as Chairman of the BoarBadton Life Science
Venture Corp., a corporation based in Taiwan, ahdi@an Emeritus of
Continental Carbon India Limited. He is also a dioe and a member of the
audit committee of TSRC Group, a synthetic rubbanuafacturer in Taiwan and
China. Previously, Dr. Wu served as Vice Chairmiath @hief Executive Officer
of Continental Carbon Company, a Houston, Texaedaabsidiary of China
Synthetic Rubber Corporation, from 1995 until ldirement in 2004, and as the
President and Chief Executive Officer of China $wtic Rubber Corporation, a
petrochemicals company based in Taipei, Taiwam ft®92 until his retirement
in 2004. Prior to that time, Dr. Wu served as Rfesi and Chief Executive
Officer of Grand Pacific Petrochemical Corporatiartaipei, Taiwan based
producer of styrene, polystyrene and ABS plasficen 1990 through 1992, and
as Executive Vice President of US| Far East Cotpmmaa Taipei, Taiwan bas¢
producer of polyethylene, from 1989 through 1990.\Bu was also a Vice
President and General Director of Industrial Tedbgy Research Institute —
Union Chemical Laboratories, an industrial chemieahnology research
organization in Hsin Chu, Taiwan, from 1985 throd@89, and held various
positions related to polym

-17-

http://www.sec.gov/Archives/edgar/data/1014669/000095012907001843/h42996dc... 1/18/200¢



defl4: Page24 of 58

Table of Contents

research at E.I. du Pont de Nemours & Company iimidgton, Delaware from 1975 through
1985. The Chinese Institute of Chemical Engineassdwarded Dr. Wu the prestigious Chemical
Engineering Medal for his contributions to the depenent of chemical industries in Taiwan, and
Dr. Wu has also been awarded Distinguished SeMmgals from both the Chinese Chemical
Society and the Polymer Society of Taiwan. In 2aD5,Wu was bestowed a “Life-Time
Achievement Award” at the 2005 Asia Pacific Carlidlack Conference in Suzhou, China and in
2007 was bestowed a similar award by the PolymeieBpof Taiwan for his lifetime contribution
to the polymers industr
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RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
(Item 2 on the Proxy Card)

Our Audit Committee has appointed Deloitte &i€he as our independent registered public acamyfitin for the fisca
year ending December 31, 2007. We are asking tirattockholders ratify the Deloitte Appointment.|@ige & Touche ha:
been our independent accounting firm for our lestftscal years and we believe that they are wedlified. Representatives
of Deloitte & Touche are expected to be preseti@tinnual Meeting to answer appropriate questanbsto make a
statement, if they desire to do so.

Who May Vote

If you owned any shares of our Preferred Stock@n@on Stock on March 27, 2007, as reflected insboek register, you
may vote at the Annual Meeting on the ratificatéord approval of the Deloitte Appointment.

Outstanding Shares

On March 27, 2007, there were 4,096.762 sharesroPreferred Stock (currently convertible into 402 shares of our
Common Stock at the option of the holders) and@ &30 shares of our Common Stock outstanding, obméich were
owned by us or any of our subsidiaries.

Quorum

In order to conduct the vote on the Deloitte Appmient, we must have a quorum of our stockholddngs means that we
must have at least a majority of the voting powfaswor outstanding shares of Preferred Stock and @omStock
represented at the Annual Meeting, either in pecsdoy proxy.

Our shares of Preferred Stock and Common Stocktegtther as a single class on the Deloitte Appoémtt. For purposes
of class voting, each share of our Preferred Shackthe right to one vote for each share of our @omStock into which
such share is convertible on the record date fon sote. Each share of our Preferred Stock wasentible into 1,000
shares of our Common Stock on the record datehtowodte on the Deloitte Appointment, which meara gach share of o
Preferred Stock that is represented at the Annwedtiig is the equivalent of 1,000 shares of our @om Stock being
represented at the Annual Meeting for purposestdrchining whether a quorum is present for the wot¢he Deloitte
Appointment.

Any shares owned by us or by any of our subsidiaai® not counted for purposes of determining wdreshquorum is
present. Shares of our stock held by intermedighi@sare voted for at least one matter at the Ahkleeting are counted as
being present for purposes of determining a qudiarthe vote on the Deloitte Appointment, everhié beneficial owner’s
discretion has been withheld for voting on somalbof the other matters (commonly referred to dsraker non-vote”).

Votes Needed

Each share of our Common Stock has the right tbaras vote on the Deloitte Appointment and eachiesb&our Preferred
Stock has the right to cast 1,000 votes on the iReldppointment. Ratification and approval of teloitte Appointment
requires the favorable vote of a majority of théimg power of the shares of our Preferred Stock@omhmon Stock that are
entitled to vote on the matter and are preseriteafhnual Meeting, in person or by proxy. As a les&n abstention from
voting on the Deloitte Appointment will have thereaeffect as a vote against the Deloitte Appointmidowever, broker
non-votes are considered not to be present fongath the Deloitte Appointment and, consequentlyndt count as votes
for or against the Deloitte Appointment and are cwisidered in calculating the number of votes ssaey for approval.
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Our Audit Committee has furnished the following @gffor inclusion in this Proxy Statement.

Roles in Financial Reporting

The management of Sterling Chemicals, Intdlling’) is responsible for Sterling’s internal contralsd the
financial reporting process. The independent regést public accounting firm hired by Sterling ispensible for
performing an independent audit of Sterling’s cdiasted financial statements in accordance withstiamdards of the
Public Company Accounting Oversight Board (Unitedt&s) and issuing an opinion on the conformityhose
financial statements with accounting standards igaiyeaccepted in the United States of America. Aueit Committee
monitors and oversees these processes and rep&tsrting’s Board of Directors with respect tofitedings.

Fiscal 2006 Financial Statements

In order to fulfill our monitoring and oversigduties, we reviewed the audited financial staets included in
Sterling’s Annual Report on Form 10-K for the fisgaar ended December 31, 2006, and we met anddisddssions
with Sterling’s management and Deloitte & TouchePL{“:Deloitte & Touché&), Sterling’s independent registered publi
accounting firm, with respect to those financialtsiments. Management represented to us that #ilksé financial
statements were prepared in accordance with adoguntinciples generally accepted in the United&taf America.
We also discussed with Deloitte & Touche the mattequired to be discussed by the statement ontiAgdstandards
No. 61, as amended. Finally, we received and haviewed the written disclosures and the letter jolexd to us by
Deloitte & Touche, as required by Independence d&tads Board Standard No. 1, and we discussed vetbitie &
Touche its own independence. Based upon our rearehour discussions with management and Deloittf@&che, and
our review of Deloitte & Touche’s report and thenmesentations of management, we recommended tin§teBoard
of Directors that the audited financial statemdatghe year ended December 31, 2006 be includ&idning’s Annual
Report on Form 10-K for the year ended DecembeP3@6, filed with the Securities and Exchange Cossioi.

(9]

Incorporation by Reference

No portion of this report shall be deemedeédrixorporated by reference into any filing under Eecurities Act of
1933, as amended, or under the Securities Exchacigef 1934, as amended, through any general seatem
incorporating by reference the Proxy Statementhictvthis report appears in its entirety, excepghtextent that
Sterling specifically incorporates this report quartion of this report by reference. In additiéims report shall not
otherwise be deemed to be “soliciting materialtmbe “filed” under either of such Acts.

Respectfully submitte
The Audit Committee of the Board of Direct

Byron J. Haney (Chairma
John W. Gilde
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Audit Fees, Audit Related Fees, Tax Fees and (Rbe!

Deloitte & Touche has served as our indepenpleblic accountants for over nine years. We paétbilte & Touche the
following fees for the years ended December 316208l December 31, 2005, respectively:

2006 2005
Audit Fees $466,00( $395,00(
Audit Related Fee 83,00( 32,00(
Tax Fees 115,000 105,000
All Other Fees 0 0
Total $664,00( $532,00(

Audit Fees were paid for professional services isping of the audit of the financial statementduided in our Annual
Report on Form 10-K and reviews of the financiatsments included in our Quarterly Reports on Fb&Q. Audit Relate:
Fees during 2006 were paid primarily for audit®né of our businesses on a stand-alone basis. Rethited Fees during
2005 were paid primarily for audit services relateé potential acquisition and refinancing. Tae$®ere paid for services
including assistance with tax compliance and tlegparation of tax returns, tax consultation seryitesnsing of tax return
software, assistance in connection with tax auwatitstax advice related to mergers, acquisitionsdigybsitions.

Our Audit Committee has considered whethemptiogision of non-audit services by Deloitte & Twecis compatible
with maintaining the independence of Deloitte & The, and concluded that the independence of Del&iffouche is not
compromised by the provision of such services.ddition, our Audit Committee requires pre-approwhall audit and non-
audit services provided by Deloitte & Touche ane-ppproved all of the services included in theaatiiove. Our Audit
Committee has not adopted any additional pre-agnoelicies and procedures but, consistent witlelitsrter, our Audit
Committee may delegate to one or more of its memtter authority to pre-approve audit and non-asglivices as
permitted by law, provided that such pre-approsaibmitted for ratification by the full Audit Conittee at its next
scheduled meeting.

Our Board of Directors recommends that you vote FORhis proposal.

ADDITIONAL PROPOSALS

Our Board does not intend to bring any othatters before the Annual Meeting in addition tostaoescribed above, and
has not been informed that any other matters abe faresented by others. The accompanying proxfecodiscretionary
authority upon the persons named therein to vote gbares of Preferred Stock and Common Stockdordance with their
best judgment on any other matter that may be plppeought before the Annual Meeting.
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ExecuTiVE OFFICERSOF THE COMPANY

Personal information with respect to eachwfexecutive officers is set forth below.

Richard K. Crum
Age 61

Paul G. Vanderhove
Age 53

Kenneth M. Hal
Age 44

Paul C. Roste
Age 51

Mr. Crump has served as our President and Chiedlxes Officer since January of 2003.
Prior to that time, Mr. Crump served as our Co-€hbeecutive Officer from December of
2001 through January of 2003, our Executive Vigesklent —Operations from May of 20(
through December of 2001, our Vice President — &giatPlanning from December of 1996
through May of 2000, our Vice President — Commerfriain October of 1991 through
December 1, 1996 and our Director — Commercial fAungust of 1986 through October of
1991. Prior to joining us, Mr. Crump was Vice Pdesit of Sales for Rammhorn Marketing
from 1984 through August of 1986 and Vice Presidgi¥laterials Management for El Paso
Products Company from 1976 through 1¢

Mr. Vanderhoven has been our Chief Financial Offgiace March of 2001 and our Senior
Vice President — Finance since January of 2003r Ruithat time, Mr. Vanderhoven served
as our Vice President — Finance since October 002B€ior to becoming our Chief
Financial Officer, Mr. Vanderhoven served as ourpgooate Controller from October of 19
through March of 2001, and our Manager Finance ffargust of 1986 through October of
1989. Before joining us, Mr. Vanderhoven held vasigpositions with Monsanto Company
from 1977 through August of 19¢

Mr. Hale has been our General Counsel since Jarai&901 and our Senior Vice President
and Corporate Secretary since January of 2003a@ualy 1, 2005, Mr. Hale also became
head of our Human Resources & Administration Dapartt. Prior to becoming one of our
Senior Vice Presidents, Mr. Hale served as onaipiice Presidents from October of 2002
through January of 2003. Prior to becoming Gen@minsel, Mr. Hale served as our Senior
Counsel from July of 2000 through January of 2@G0H as Assistant General Counsel from
December of 1997 through July of 2000. Prior taijog us, Mr. Hale was an associate
attorney at the law firm of Andrews & Kurth L.L.Rom January 1994 until December of
1997, and at the law firm of Honigman Miller Schiwaand Cohn from May of 1990 until
December of 1993, where he specialized in mergatsaaquisitions, finance, securities and
general corporate matte

Mr. Rostek has been our Senior Vice President — Ceruial since August of 2004. Prior to
attaining this position, Mr. Rostek was our Vice$tdent — Nitriles from December 1996 to
December 2002, and then served as our Vice PrasideDorporate Alliance & New
Ventures from January 2003 to July 2004. Mr. Rogbéted us when we acquired our
previously owned pulp chemicals business from Tearac. in August 1992 and initially
served as our Vice President ERCO System Groupltageof Toronto, Canada from Aug
of 1992 through November of 19
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Walter B. Treybig
Age 50

John R. Beavt
Age 45

Bruce E. Moor
Age 41

Page29 of 58

Mr. Treybig joined us in 1993 and has been our &eviice President -Manufacturing sinc
January of 2003. Prior to that time, Mr. Treybigvesl as our Plant Manager since 1998 and
our Manager of Environmental, Health and SafetyfoBejoining us, Mr. Treybig held
various positions at PPG Industries, Inc., Cainr@ieal Inc., Occidental Chemical
Corporation and Ausimont USA Incorporated. Mr. Thigyalso serves as a Director of the
Galveston County Health District.

Mr. Beaver has been our Corporate Controller sMaech of 2001 and one of our Vice
Presidents since January of 2003. Prior to joiniegMr. Beaver was Vice President and
Corporate Controller for Pioneer Companies, Inenfrl997 until December of 2000 and
Corporate Controller for Borden Chemicals and Rtadtimited Partnership from 1995
though 1996. Mr. Beaver held several financial ng@maent positions with us from 1987
through 1995 and with Monsanto Company from 198augh 1987.

Mr. Moore has been our Treasurer since Januar@@38.2Prior to becoming our Treasurer,
Mr. Moore served as our Director of Treasury Operest from May of 2001 through January
of 2003 and our Petrochemicals Division Controltem November of 1998 through May of
2001. Prior to that time, Mr. Moore served in ai@grof financial positions since joining us
in December of 1989, including positions in intdraadit, tax and financial reporting. Prior
to joining us, Mr. Moore held various positionstie audit and tax departments of KPMG
LLP.
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CoMPENSATION COMMITTEE REPORTON EXECUTIVE COMPENSATION

Our Compensation Committee has furnished dhieviing report for inclusion in this Proxy Statente

The Compensation Committee of Sterling Chefsjdac. (“Sterling’) is responsible for administering Sterling’s
executive compensation program and discharging wampensation responsibilities of Sterling’s Boafdirectors.
Among other things, we review general compensatisnes and determine the compensation of all okenior
executives and other key employees, and make reemhations regarding, and administer, all of Stgtiremployee
benefit plans that provide benefits to our seniaoatives.

We have reviewed the Compensation Discussidnfaalysis included in this proxy statement, aredlmet and held
discussions with Sterling’s management with resteethat portion of this Proxy Statement. Basedrupor review and
discussions with management, we recommended tbrigterBoard of Directors that the Compensationddission and
Analysis appearing in this Proxy Statement be idetlherein.

No portion of this report shall be deemedeédrxorporated by reference into any filing under Eecurities Act of
1933, as amended, or under the Securities Exchacigef 1934, as amended, through any general setem
incorporating by reference the Proxy Statementhictvthis report appears in its entirety, excepghtextent that
Sterling specifically incorporates this report quartion of this report by reference. In additiéims report shall not
otherwise be deemed to be “soliciting materialtmbe “filed” under either of such Acts.

Respectfully submitte

The Compensation Commiti
of the Board of Directo

John W. Gildea (Chairma
Steven L. Gidumi
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COMPENSATION DISCUSSIONAND ANALYSIS

Compensation Philosophy and Objectives

Our senior executive compensation progranegghed to motivate, reward and retain the managetakent needed to
achieve our business goals and maintain a leagepsisition in the petrochemicals industry. Under pogram, a
significant portion of the potential compensatidroor senior executives is dependent on our fir@rmqeérformance and
increased stockholder value. Our program offerssenior executives salary levels and compensaticentives designed t

e  attract, motivate and retain talented and progeatixecutives;

« recognize individual performance and our overatporate performance relative to the performanocauof
competitors and other companies of comparable aiz

e support our sho-term and lon-term goals

We believe that this approach ensures an appregiidt between the compensation of our senior etkezsiand the
accomplishment of our goals and our stockholdes@atives.

Processes and Procedures for Determining Compemn

Our Compensation Committee is responsiblelfacharging the primary compensation responsieditf our Board, and
has the authority to determine and approve the eoisgtion paid to each of our senior executive efficincluding the
Named Executive Officers. Our Compensation Commi#tiso administers our compensation programs fosemuior
executive officers (including bonus plans, stockapand other equity-base programs, deferred cosg®n plans and
other cash or stock incentive programs), and medesmmendations to our Board with respect to whedhg of those plar
should be changed or terminated, or whether nemsmhould be adopted. The charter for our Compiems@mmittee
does not contemplate any delegation by our Compiens@ommittee, or any of its members, of the dutelegated by our
Board to our Compensation Committee.

Our Compensation Committee uses a numberwtss to determine the compensation paid to eackirasenior
executives. One of the primary sources of infororatised by our Compensation Committee is data fnol@pendent
compensation consultants. The extent of data redeéiom these consultants varies from year to y@ace every several
years, an i-depth analysis of each element of our senior ekeraompensation program, as well as the overall
compensation paid to each of our senior executisgsgrformed by an independent consulting firmststically, this
analysis has been performed in tandem with sinaitealyses performed for all our salaried employsethé same
compensation consulting firm directly engaged byatker than our Compensation Committee. Prospagtiwe intend to
have our Compensation Committee directly engagewts compensation consulting firm and ensure th@icbmpensation
firm engaged by our Compensation Committee is feiht firm from that engaged by us to review oompensation
program for our other salaried employees. In JanaB2007, our Compensation Committee directly gyaghThe Hay
Group, Inc. to perform an in depth analyses ofsamior executive compensation program. In thosesyehen an in-depth
analysis is performed, the compensation consuftingissues a final report to our Compensation Cadtie® that provides
its view of the appropriateness of the compensaiaid to each of our senior executives and the@piateness of our
senior executive compensation program as a whale.cbmpensation consulting firm also typically nmkeveral
recommendations for changes to our program. Tipisrteand analysis provides our Compensation Coramittith the
ability to compare our senior executive compensagpimgram to those offered by other chemical mastufars and a select
group of non-chemical companies of comparable @mkperformance, and determine whether the compiensa
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paid to each of our senior executives is both cditipe and reasonable in relation to the dutiesunesgl of that executive.
Our Compensation Committee does not, however, coenpar compensation program against the compemsatiered by
all of the companies included in the S&P Chemitadex used in the Performance Graph contained iirForm 10-K
because many of those companies are not consittetedour competitors, either in the market for products or for
executive talent.

In the years falling in between these mordepth analyses, the head of our Human Resource&d@mihistration
Department (currently Mr. Hale, one of our Namee@¢&ixive Officers) provides our Compensation Conerittvith
summary market data from several compensation ttimgdirms. Our Compensation Committee uses tlaitado assess
general trends in the levels of base salariestpaségnior executives in our industry, in our gepie locale and in the
United States as whole. The compensation consditimg from whom summary market data is obtaineq nery from
year to year. For example, in 2006, our Compens&iommittee received summary market data from Hayu, Inc.,
Hewitt Associates, Inc., Business and Legal Reptmts and Mercer Human Resource Consulting LLGeAfeviewing the
summary market data, our Compensation Committesrmié@tes an overall budget for increases in the bakseies of our
senior executives as a group. Once this overalybuid established, our Compensation Committeeecendith our Chief
Executive Officer to discuss the performance oheafcour senior executives and, following that dission, our
Compensation Committee determines the amount oé&ase in base salary for each of our senior exagsjtincluding our
Chief Executive Officer.

Total Compensation

The major components of our senior executdramensation program are base salary, annual iveecdimpensation and
stockbased compensation, and we also provide a few js@i@giand other personal benefits to our seniecetves, such :
group life insurance. In addition, we maintain 4 @4) plan for all of our employees, and currentlsgtaoh the contributions
into our 401(k) Plan made by each of our salariegleyees, on a dollar-for-dollar basis, up to 6%h&f participant’s base
salary. We also provide all of our senior execigiwéth post-employment compensation in the formwf salaried
employees’ pension plan and our Key Employee Ptiote®lan. However, benefit accruals under ourrgadeemployees’
pension plan were frozen as of January 1, 2005.Gdunpensation Committee seeks to set base salariear senior
executives at competitive rates, and also provésesial compensation opportunities linked to bothfimancial
performance and the individual's performance irhegear and long-term stock-based compensation tygities linked to
our overall financial performance over an extengedod. We believe that focusing executive compgoisan variable
incentive pay helps us meet our performance goalssahances stockholder value in the long terr@0B6, non-equity
incentive compensation paid to our senior execataxeeraged about 30% of the total cash compensadiointo our senior
executives.

Base Salaries

Under our compensation program, we place l@agphasis on fixed compensation for our senior gtkees and position
their base salaries at industry levels. Initiadlgch executive’s base salary is set at a levehdat@ to reflect that executive’s
experience, level of responsibility, job classifioa and competence. Dramatic changes in basdesakme uncommon and
typically only occur if needed to adjust for markedvements, promotions or significant changes $poesibility or
individual performance. Each year, our Compensafiommittee determines the amount of increasesdibéise salaries of
our senior executives. Once every several years-dapth analysis of each element of our seniecative compensation
program, including base salaries, is performedrbindependent consulting firm. In those years,@ompensation
Committee receives a report from the compensation
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consulting firm that includes an analysis of anrappiate range for the base salary of each of enios executives.
Depending on the results of the analysis, our Cors@gon Committee may elect to make a significaatdase, or make a
lower than expected increase, in the base salasp®br more of senior executives in that yeardeoto align that
executive’s base salary with the market rate fergbsition in question. In most years, our Compgois&Committee
establishes an overall budget for increases it#ise salaries of our senior executives as a gfoupe this overall budget is
established, our Compensation Committee confetts etit Chief Executive Officer to discuss the parfance of each of
our senior executives and, following that discussmur Compensation Committee determines the iser@abase salary for
each of our senior executives, including our CEieécutive Officer. On February 23, 2007, our Congagion Committee
approved increases in the base salaries for easbirafenior executives based on the results ohtdepth analyses of our
senior executive compensation program performe@hg/Hay Group, Inc., our financial performance @92 and the
contributions of each of our senior executives tasaur overall performance.

Annual Incentive Compensation

In addition to base salaries, our senior ettees and other qualified employees can earn auditicash incentive
compensation each year under our Bonus Plan. Tdigcathl compensation available under this plaimisnded to reward
the achievement of annual corporate financial gaatspersonal performance. Under our Bonus Planaitiount paid to
each of our salaried employees is based on our BRIdnd the employee’sBonus Targéet(which is a percentage of his or
her base salary), with 50% of that amount beingesiilbo adjustment based on the employee’s perfocamauring the year.
If we attain a “threshold” level of EBITDA ($35 nlibn of EBITDA) in any calendar year, each of oatasied employees,
including our senior executives, is entitled toomis of up to 50% of their Bonus Target. If weiattzur “target” level of
EBITDA ($70 million of EBITDA) in any calendar yeaeach of our salaried employees is entitled toraub of up to 100%
of their Bonus Target. Finally, if we attain $140@lmn of EBITDA in any calendar year, each of malaried employees is
entitled to a bonus of up to 200% of their BonusgEa No additional amounts are payable under onub plan for
exceeding $140 million of EBITDA in any calendamyelf our EBITDA is between any of the specifiedéls, the
maximum payment under the Bonus Plan for eachiedlamployee is pro-rated between the two levela straight-line
basis. For example, if we attained $52.5 millioEBITDA in a year, each of our salaried employeesii be entitled to a
bonus of up to 75% of their Bonus Target. EBITDAigh we define as income/(loss) before tax, inteegpense (net),
depreciation, amortization and write-downs is a-@%AP measure we use as an approximation of cashffiom
operations before tax. Our definition of EBITDA mdifer from that of other companies.

Our Bonus Plan is administered by our Compms&ommittee, who determines the amount of anmeantive
compensation paid to each of our senior execufffieens in those years when we achieve the mininkewnel of financial
performance required for a payment under our Bétas. In evaluating an individual’s performancer, Gompensation
Committee relies, to some extent, on the assessofientr Chief Executive Officer. The maximum amopayable under
our Bonus for any year is not determined untildheit of our financial statements has been comgletel our Form 10-K
for that year has been approved by our Audit Conemiand our Board. We believe that the potentiabim above market
bonuses in any given year helps us to attract,vatgtiand retain talented and productive seniorwgkezs and supports our
short term goals for that year. In addition, byuigigag minimum levels of financial performance irder to earn any bonus,
and making 50% of the maximum bonus payable dep#ng®n individual performance, we believe that Banus Plan
provides an effective tool for recognizing bothiindual performance and our overall corporate peniance.
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No awards were made under our Bonus Plan 0428005 or 2006. However, a bonus was paid ungieBonus Plan on
February 28, 2007 related to our performance ir6200addition, on February 24, 2006, our Compeasafommittee
authorized the payment of discretionary bonusesl! tof our personnel to reward them for attaining goal of reducing
fixed costs by at least $20 million during 2005diy, in March of 2005, our Board authorized tlagment of a
discretionary bonus to all of our personnel in grdtion of the significant efforts of managementiaxther employees in
achieving substantial cost reductions over thes®mof 2004, and to address issues surrounding ddim@@ay practices
and our need to attract, retain and reward exeetident. In evaluating the amounts of bonuses foatidach year, our
Compensation Committee and our Board considereddbpe of responsibilities of each employee anduated each
executive’s leadership by considering a varietfacfors, including, among others, the developméeffective cost
reduction strategies, the achievement of resulistiae@ maintenance of environmental, health andysafrformance.

On February 23, 2007, our Compensation Coremitetermined the amounts of the bonuses payabbctoof our
Named Executive Officers under our Bonus Plan basedur and his performance in 2006. Our Compems&ommittee
considered a number of factors in determining thewunt payable to each of our Named Executive Officacluding,
among others, the Named Executive Officer’s leddprais influence in the development and impleratan of effective
cost reduction strategies, his performance in dgveesults, his dedication to and participatiomiaintaining an ethical
culture and his responsibility for maintaining higandards for environmental, health and safetjopaance.

On January 27, 2006, our Compensation Comenétteended our Bonus Plan to provide each of oarisdlemployees
the ability to earn a bonus based on their indiglgherformance, irrespective of our financial perfance during the year,
starting with the bonus and compensation deterionaimade in early 2007. However, if a bonus isl fi@ised on achievir
our financial performance targets, no additionalumis paid under the new provision of our BonsPOur Compensation
Committee considered a variety of factors befoeetelg to make this change to our Bonus Plan, @inlythe marked
increase in compensation paid to, and intense ctitigpeto attract and retain, employees in the geltemicals and oil and
gas industries resulting from the dramatic increéassl prices over the last few years and the nstauction efforts
following Hurricane Katrina. Our Chief Executive f@er and our four Senior Vice Presidents are edetl) however, from
this new portion of our Bonus Plan. Whether a basymid to our Chief Executive Officer or any afrSenior Vice
Presidents in any year when we do not attain themmuim financial performance required for a paymerder our Bonus
Plan, and if so, the amount to be paid, is detesthioy our Compensation Committee at that time bagped its review of
their individual performance during the year in sji@n.

Stock-Based Compensation

Under the stock-based portion of our seni@cekive compensation program, our senior execuawesother key
employees are eligible for awards of incentive ktogtions, nongualified stock options, stock appreciation righéstrictec
stock awards, performance awards and phantom stwakds under our 2002 Stock Plan. Our Compens@&tmnmittee or
our full Board determines the terms and amountsagh award granted under our 2002 Stock Plan hassta variety of
factors, including:

» the recipier's level of responsibility and job classificati

» the recipier's job performanc

» the recipier's present and potential contributions to our -term success; a

. thbe extent that the base salary of the recipgbelow industry levels based on the compensatiorey described
above
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The primary purpose of our stock-based compensatiogram is to provide our senior executives aingiokey employees
with incentives to concentrate on our performanger ¢the long term. We believe that stock-based amation is an
appropriate and effective method for aligning thieiiests of our senior executives and other keyl@mps with our long-
term goal of maximizing stockholder value becabseamployees will not receive any benefit from foisn of
compensation unless our overall value, based ak gtices, increases over time.

Our Compensation Committee or our Board specthe number of shares covered by each award ond®002 Stock
Plan and the associated vesting schedule. A theaewesting schedule has been used for all awhadshave been granted
under our 2002 Stock Plan. We believe that thigtleof vesting schedule provides an incentive tosamior executives to
increase stockholder value over time, since thebierefit of the awards cannot be realized unlessetis appreciation in
stock value over a number of years. While we impo#eee year vesting schedule, options granteérumat 2002 Stock
Plan become fully exercisable in the event of théomee’s termination of employment by reason athedisability or
retirement, and may become fully exercisable inethent of a “change of control,” which includes #wuisition of
beneficial ownership by any person (other than Regsnce and its affiliates) of at least 50% of outstanding common
stock or at least 50% of the combined voting powfall our outstanding securities entitled to vgemerally in the election
of directors, (ii) the sale, lease, exchange arstier of substantially all of our properties andeds or (i) our merger or
consolidation with another entity if the holdersoafr existing voting securities own less than aargj of the voting
securities of the surviving entity.

Historically, only one grant of awards under 8002 Stock Plan has been made to any individdai.2002 Stock Plan
was authorized and established on December 19, 2dtsh we emerged from bankruptcy protection u@teapter 11 of
the Bankruptcy Code. Shortly thereafter, on Felyrddr, 2003, our Compensation Committee and our @oeade an initial
grant of stock options to our executive officers @ertain other employees in amounts our Compens&ommittee felt
were adequate to provide the appropriate incentimelsachieve the desired alignment with the lomgri@terests of our
stockholders. Our Compensation Committee has qupgycved one additional grant of any award under2®®2 Stock Plan
since that time, which grant was made on Novemb26064 in connection with Mr. Rostek being promatedur Senior
Vice President - Commercial for the purpose ofralig his overall compensation and incentives whiidt bf our other
Named Executive Officers. All of the outstandingiops held by our Named Executive Officers havaeesnd are
exercisable, except for options to purchase 9,h@res of our common stock held by Mr. Rostek. Nboopmay be
exercised after the tenth anniversary of the dhggant or the earlier termination of the optioril @ptions have been
granted with an exercise price at or above thenfizirket value of a share of our common stock ord#tie of grant.

We do not have any program, plan or practicgléce for selecting grant dates for awards unde2002 Stock Plan in
coordination with the release of material non-puibiformation. With one exception, all of the awsrehder our 2002 Stock
Plan were granted on February 11, 2003, at therfieeting of our new Board following our emergefroen bankruptcy in
December of 2002. The other award was grantedrnnection with the promotion of Mr. Rostek to ounfe Vice
President — Commercial. Each of these awards vgaarda of non-qualified stock options to acquirerseof our common
stock at an exercise price of $31.60 per share.Board based the exercise price for each of theseds on an
approximation of the amount invested by our neweldtolders in connection with our emergence fromkbaptcy That
amount was far in excess of the trading price sli@e of our common stock on the over-the-countgket on each of the
two grant dates. Neither our Board nor our Compms&ommittee is prohibited from granting optiatgimes when they
are in possession of
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material non-public information. However, no insidéormation was taken into account in determining number of
options previously awarded or the exercise pricdtfose awards, and we did not “time” the reledseng material non-
public information to affect the value of those atisa

Under our Code of Ethics and Conduct, allwf employees, including each of the Named Execu@iffecers and
directors, are prohibited from directly or indirlggburchasing or selling any of our securities whhey are in possession of
material inside information, communicating any nnialenside information to others who may tradeoimr securities or
recommending to others that they purchase or sglb&any securities while they are in the possessf material inside
information. Generally, all of our directors, offis and members of senior management are reqoigge{clear all sales
and purchases of our securities through our LegalaBtment. Our other employees only need to pr&-clales and
purchases of our securities that are intendedke pitace outside a window period through our Lé&gpbartment. For this
purpose, the only window periods are the 30-dajogezommencing one week after our annual reportlean mailed to
stockholders and the 15-day period beginning oriftind business day following the official releasfeour quarterly or
annual financial results. Notwithstanding the farieg policies, our General Counsel may, with thprapal of our
Corporate Governance Committee, exempt any dirdador these pre-clearance procedures if our Ge@ahsel
reasonably believes that such director possessegiate sophistication and access to legal advisareke his or her own
determination of whether a given sale or purchdsrinsecurities is otherwise in compliance witegé policies. Our
General Counsel and our Corporate Governance Caemtitive exempted all of our directors who are eygul by
Resurgence from these pre-clearance procedureC@e of Ethics and Conduct also discourages ireandrading in our
securities and prohibits any of our directors,a#fs or employees from engaging in short salealessgainst the box of
any of our securities or trading in puts, calloptions, in each case, unless approved by a mapfrthe disinterested
members of our Board.

Tax Treatment

Our Compensation Committee considers the igatied tax treatment of our executive compensaifogram when
setting levels and types of compensation. Sect&#{rh) of the Internal Revenue Code generally disadla tax deduction
public companies for compensation paid to a comjzagtyief executive officer or any of its other fauost highly
compensated executive officers in excess of $lianiih any year, with certain performance-based mamsation being
specifically exempt from this deduction limit. 10@6, none of our employees subject to this limiereed compensation in
excess of $1 million. Consequently, the requiremehiSection 162(m) should not affect the tax déidus available to us
connection with our senior executive compensatiagram for 2006.
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COMPENSATION TABLES

Summary Compensation Table
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The following table shows certain informati@yarding the compensation we paid each individdad served as our
Chief Executive Officer or our Chief Financial Qf#ir (or acted in a similar capacity during 2006) aaor other three most
highly compensated executive officers during 20@8léctively, our Named Executive Office)sfor fiscal years ended

December 31, 2006, December 31, 2005 and Decenmh@084, respectively.

Change in
Pension
Value and
Non-
Non- Equity Qualified
Incentive Deferred
Name And Fiscal Option Plan Compensation | Qaher
Principal Position Year Salanf®) Bonus  Awardg? Compensation Earnings Compensatiof) Total
Richard K. Crum 200¢€ $388,33: % 0 $ 30,97: $267,00: $ 46,58¢ $28,14¢ $ 761,0
President and Chie 200t 378,50( 46,87% 294,24! 0 74,35¢ 25,56: 819,5
Executive Office 200<¢ 370,00( 126,14( 712,38 0 172,82: 21,23( 1,402,5
Paul G.
Vanderhove 200€ 255,16° 0 8,51¢ 87,97 26,50¢ 16,31¢ 394,4
Senior VP —
Finance ani 200t 244,41° 40,62t 80,917 0 42,30: 15,66: 423,9
Chief
Financial
Officer 200¢ 235,25( 50,25¢ 195,90! 0 101,81« 11,39¢ 594,6
Kenneth M. Hal®  200€ 220,58 0 7,09¢ 60,86: 3,562 15,33¢ 307,4
Senior VP,
Genera 200t 209,58! 34,37 67,43 0 5,68t 14,44( 3315
Counsel and
Secretar 200<¢ 195,20¢ 38,25( 163,25! 0 18,66: 9,52¢ 4249
Paul C. Roste® 200€ 209,66° 0 89,02 57,85! 9,87¢ 14,47 380,8
Senior VP —
Commercia 200t 200,45¢ 34,37 197,83 0 13,23: 14,08 459,9
200<¢ 184,000 32,98( 36,26¢ 0 35,785 7,90: 296,9
Walter B. Treybi 200€ 193,58 0 6,45: 53,40! 7,161 12,92: 273,5
Senior VF- 2005 185,250 34,375 61,301 0 11,429 15,354 307,7
Manufacturing 200¢ 177,167 30,43( 148,41 0 32,24: 52,01¢ 440,2

(1) Includes amounts deferred under our 401 (k) I8svand Investment Plan.

(2) Please refer to Footnote 2 of our Consolid&iedncial Statements included in our Annual ReparEorm 10-K for
the fiscal year ended December 31, 2006 for a gesnr of the assumptions used in determining camspéon cost fo
the stock options reflected in this column whichrevgranted in 2003 or, in the case of Mr. Rostelk004
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(3) Includes (i) values of group life insurancepded by us in excess of $50,000, (ii) amounts paictlubs and
associations, (iii) premiums for executive lifeunance paid by us, (iv) matching contributions gajdus under our 401
(k) Savings and Investment Plan and (v) valuesaokipg paid by us in excess of Internal RevenueiSetimitations,

as follows
Fiscal Clubs and 401(k) Matching Executive
Year Group Life Associations Contributions Parking
Richard K. Crum 200¢ $7,271 $ O $13,20( $59C
2005 4,615 585 12,600 684
200< 4,50¢ 1,68¢ 7,17¢ 77¢
Paul G. Vanderhov¢ 200¢ 1,61¢€ 91C 13,20( 59C
200¢ 1,54: 83t 12,60( 684
200< 1,481 1,964 7,17¢ 77¢
Kenneth M. Hale 2006 600 1,535 13,200 0
200¢ 56& 1,34( 12,53t 0
2004 524 2,17: 6,832 0
Paul C. Roste 200¢ 1,30¢ 0 12,58( 59C
200¢ 80¢ 58& 12,00¢ 68t
2004 728 56€ 6,352 26C
Walter B. Treybi 200¢ 1,19: 11& 11,61°¢ 0
200¢ 741 50C 11,09¢ 0
2004 703 11E 6,201 0

Mr. Crump’s “All Other Compensation” includes exgive life insurance premiums paid by us of $7,6¥3006,
$7,078 in 2005 and $7,078 in 2004. Mr. Treybig'dl“@ther Compensation” includes $3,017 paid in 26@5travel
expenses related to obtaining his Masters in Bgsidaministration Degree from Tulane University &4d,000 paid
directly to Tulane University in 2004 towards taitifor that degree.

(4) In addition to his duties as our Senior Vicestent, General Counsel and Secretary, Mr. Haepramoted to the
Head of our Human Resources & Administration Departt on January 1, 2005. Consequently, Mr. Hale's
compensation for 2004 reflects compensation pahdrtoin his capacity as our Senior Vice Presid@aneral Counsel
and Secretar

(5) Mr. Rostek was promoted to our Senior Vice Riest — Commercial on August 9, 2004. Prior to tivéit. Rostek
served as our Vice President — Corporate Alliagcéew Ventures. Consequently, Mr. Rostek’s compé&oador
2004 reflects compensation paid to him in his capas our Senior Vice President — Commercial fgpraximately
five months and compensation paid to him in hisac#ty as our Vice President — Corporate AllianceNé&w Ventures
for approximately seven months.

Indemnification Agreemer

We have entered into indemnification agreemserith each of our directors and executive officérsluding each of our
Named Executive Officers. These indemnificationeagnents require us to, among other things, indgntinéfse individuals
against certain liabilities that may arise in coctin with their status or service as one of ouectors or executive officers
and to advance their expenses incurred as a w&fsatty proceeding for which they may be entitledhemnification. Thes
indemnification agreements are intended to proindemnification rights to the fullest extent pertaé under the General
Corporation Law of the State of Delaware and araddition to any other rights these individuals rhaye under our
organizational documents or applicable law. Wedwglithat these indemnification agreements enhamcalility to attract
and retain knowledgeable and experienced direetodsexecutive officers.
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Grants of PlanBased Awards

Estimated Possible Payouts Under
Non-Equity Incentive Plan Awards

Name Threshold Target Maximum
Richard Crum $195,00( $390,00( $780,00(
Paul Vanderhove 64,25( 128,50( 257,00(
Kenneth Hal 44 ,45( 88,90( 177,80(
Paul Roste 42,25( 84,50( 169,00(
Walter Treybig 39,000 78,000 156,000

None of our Named Executive Officers were granteglequity incentive plan awards, other stock awardsther option
awards in 2006.

Non-Equity Incentive Plan Information — Bonus Plan

We maintain a Bonus Plan that pays additicoaipensation to our salaried employees in the fafrencash bonus. The
amount of additional incentive compensation avédalmder our Bonus Plan is based on thresholddexfebur financial
performance (a minimum level, a target level amdaximum level based on our calendar year EBITDA) fommulae set
for the individual's job classification (with indiduals having greater management responsibilityrigathe opportunity to
earn larger percentages). Payments under our Belansare also impacted by individual performandéh %0% of the
maximum bonus amount that can be earned by eaébr @®cutive being subject to adjustment basethahexecutive’s
performance during the year. If a bonus is earmetbuour Bonus Plan in any year, the bonus is atét the audit of our
financial statements for that year has been comglésenerally, an employee must still be employtatieatime the bonus is
paid in order to receive a bonus payment. As ofdbdmer 31, 2006, the Bonus Targets for our NamedEiee Officers
were:

Richard K. Crum 10C%
Paul G. Vanderhove 50%
Kenneth M. Hal 40%
Paul C. Roste 40%
Walter B. Treybi 40%

Historically, no bonuses were paid under oans Plan for a calendar year if we did not attaithreshold level of
EBITDA in that calendar year. However, on JanuatyZ006, our Compensation Committee amended ouu8Bian to
provide each of our salaried employees (other tharNamed Executive Officers) with the ability tare a bonus of up to
50% of their Bonus Target based on their indivicamtformance, irrespective of the amount of EBIT®& earn during the
year. If a bonus is paid under the EBIT-based portion of our Bonus Plan, no additionalusois paid under the new
provision of our Bonus Plan. Whether a bonus igl paiany of our Named Executive Officers in anyryehen we do not
attain the threshold level of EBITDA required fopayment under our Bonus Plan, and if so, the amtoupe paid, is
determined by our Compensation Committee at thae thased upon its review of their individual pemiance during the
year in questior

For 2006, we exceeded the threshold levelBITBA required for a payment under our Bonus Pklsidiscussed in
Compensation Discussion and Analysis, the amoudttpaeach of our salaried employees is based ofEBUTDA and the
employee’s Bonus Target (which is a percentageésobhher
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base salary), with 50% of that amount being sulifeaidjustment based on the employee’s performduadag the year. On
February 23, 2007, our Compensation Committee ohétexd the amounts of the bonuses payable to eashrdflamed
Executive Officers under our Bonus Plan based arand his performance in 2006. The following tadsés forth the
maximum amount of bonuses each of our Named Execifficers were eligible to receive under our Beflan and the
actual amount of bonuses paid to our Named Exez@i¥icers:

Maximum Possible Actual
Bonus Payment Bonus Payment
Richard K. Crum $ 267,000 $ 267,00:
Paul G. Vanderhoven 87,974 87,974
Kenneth M. Hal 60,86: 60,86:
Paul C. Roste 57,85! 57,85!
Walter B. Treybi 53,401 53,401

Equity Incentive Plan Information — 2002 Stock Plan

Under our 2002 Stock Plan, our Board or Corspgan Committee may issue stock options, stockdsyatock
appreciation rights or stock units to our senicz@nives, other key employees and consultants2002 Stock Plan is
administered by our Board, in consultation with @ampensation Committee, and may be amended orfiediom time
to time by our Board. Our Board or Compensation @iittee determines the exercise price of stock ogtiany applicable
vesting provisions and the other terms and promssiaf each award granted under our 2002 Stock Plptions granted
under the 2002 Stock Plan become fully exercisablbe event of the optionee’s termination of enyptent by reason of
death, disability or retirement, and may becomby fekercisable in the event of a “change of contrnehich includes the
acquisition of beneficial ownership by any persotiér than Resurgence and its affiliates) of attl&8% of our outstandir
common stock or at least 50% of the combined vapioger of all our outstanding securities entitled/dte generally in the
election of directors, (ii) the sale, lease, exdwar transfer of substantially all of our propestand assets or (iii) our
merger or consolidation with another entity if theders of our existing voting securities own l#ssn a majority of the
voting securities of the surviving entity. Howeveag option may be exercised after the tenth ansargrof the date of grant
or the earlier termination of the option. We hagsarved 363,914 shares of our Common Stock foamsiunder our 2002
Stock Plan (subject to adjustment). Under our 28tk Plan, we have granted awards on only twosina. On February
11, 2003, we granted options to purchase an aggred826,000 shares of our Common Stock, at arceseeprice of
$31.60 per share, to our senior executives andinest our other key employees, all of which vestedr the next three
years in three equal installments. On Novembe0B842we granted options to purchase 27,500 sh&@s ommor
Stock, at an exercise price of $31.60 per shar®lrtdRostek in connection with his promotion to 8eVice President —
Commercial. Mr. Rostek’s stock options also haverae-year equal installments vesting scheduld) thi¢ final installment
of stock options to purchase 9,167 shares of ommeon stock scheduled to vest on November 5, 208hfdecember 31,
2006, of the options awarded under our 2002 Stéak,R 5,833 of those options had been exercisedaridb7 of those
options had lapsed or expired without being exertis

The following table provides information redenrg securities authorized for issuance under 8022Stock Plan as of
December 31, 2006:
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Number of securities remaining

Number of securities available for future issuance un
be issued upon exercise Weighted-average exercise equity compensation plans
of outstanding options, price of outstanding (edlohg securities
Plan Category warrants and rights options, warrants and rights reflected in column (a))
Equity compensation plans approved by
security holder®) 278,50( $31.6( 85,41«
Equity compensation plans not approved by
security holder — — —
Total 278,50( $31.6( 85,41+

(1) Our 2002 Stock Plan was authorized and estadisinder our confirmed Joint Plan of Reorganiratioder
Chapter 11, Title 11, United States Code (delah of Reorganizatidf), which became effective on December 19,
2002. Our Plan of Reorganization provides thathauit any further act or authorization, confirmatafrour Plan of
Reorganization and entry of the confirmation orideteemed to satisfy all applicable federal antedtaw requirement
and all listing standards of any securities excleaiog approval by the board of directors or thekkmlders of our 20C
Stock Plan. No additional stockholder approval wf 2002 Stock Plan has been obtai

Outstanding Equity Awards at Fiscal Yeand

The following table provides information orethialue of unexercised stock options, as of Dece®be2006 held by
each of our Named Executive Officers. There werexarcises of options or stock appreciation righisng fiscal 2006 by
any of our Named Executive Officers, and none afddamed Executive Officers held any shares or wfitstock or stock
appreciation rights at December 31, 2006.

Option Award:

Equity
Incentive Plan
Awards:
Number of Number of Number of
Securities Securities Securities
Underlying Underlying Underlying
Unexercised Unexercised Unexercised Option Option
Options — Options — Unearned Exercise Expiration
Name Exercisable Unexercisable Options Price Date
Richard Crum 120,00( 0 0 $31.6( 02/11/1:
Paul Vanderhove 33,00¢( 0 0 $31.6( 02/11/1:
Kenneth Hal 27,50( 0 0 $31.6( 02/11/1:
Paul Rostek 18,333 9,167 0 $31.60 11/05/14
Walter Treybi 25,00( 0 0 $31.6( 02/11/1:

(1) Final installment scheduled to vest on Novenihez007.

Option Exercises and Stock Vesting

None of our Named Executive Officers exerciaayg stock options or stock appreciation rightsrdufiscal 2006 or held
any restricted stock, stock appreciation rightsionilar equity awards during fiscal 2006.
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Pension Benéefi

Number Present Value
of Years of Payments
Credited Accumulated During Last
Plan Nam Service Benefif®) Fiscal Yea
Richard Crum Salaried Employe¢ Pension Pla 19 467,77( 0
Pension Benefit Equalization P 19 0 0
Supplemental Employ: 19 389,04¢ 0
Retirement Pla
Paul Vanderhove Salaried Employe¢ Pension Pla 28 424,36" 0
Pension Benefit Equalization Plan 28 0 0
Supplemental Employ: 28 63,07¢ 0
Retirement Pla
Kenneth Hal Salaried Employe¢ Pension Pla 7 65,50¢ 0
Pension Benefit Equalization P 7 0 0
Supplemental Employ: 7 0 0
Retirement Plan
Paul Roste Salaried Employe¢ Pension Pla 24 182,47¢ 0
Pension Benefit Equalization P 24 0 0
Supplemental Employ: 24 0 0
Retirement Pla
Walter Treybig Salaried Employees’ Pension Plan 21 131,696 0
Pension Benefit Equalization P 12 0 0
Supplemental Employ: 12 0 0

Retirement Pla

(1) Please refer to Footnote 7 of our Consolid&iedncial Statements included in our Annual ReparEorm 10-K for
the fiscal year ended December 31, 2006 for a gesnr of the valuation methods utilized to detemmihe present
value of accumulated benefits under our SalarieglByees’ Pension Plan, our Pension Benefit Equiddirmdlan and
our Supplemental Employee Retirement Plan and atlerral assumptions used in quantifying such presgines

Pension Plans

Salaried Employees’ Pension Plalthen we were formed in 1986, we established ouinddfbenefit Salaried
Employees’ Pension Plan as a component of our bwenapensation program in recognition of the cimttions of our
employees to our operations, and as a tool foruaging employee retention by providing a methadefesuring adequate
income during retirement. Most of our salaried esgpks, including each of our Named Executive Officparticipate in
our Salaried Employees’ Pension Plan. Howevercétfe as of January 1, 2005, we amended our Sdl&meployees’
Pension Plan to cease further benefit accrualalfaf the participants. Under the amendments, @redited Servicewe
use in the calculation of each employee’s pensias frozen at the number of years of Credited Serv&or she had earned
as of January 1, 2005. In addition, thhev&rage Earningswe use in the calculation of each employee’s pen&iscussed
in detail below) was frozen at his or her averagatily earnings calculated as of January 1, 2008. “Vesting Servicewe
use to determine eligibility for benefits and tdocdate the amount of any early retirement penaitg
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not frozen and continues to accrue at the sameratenanner as it did prior to the amendment. Atitime we froze benefit
accruals under our Salaried Employees’ Pension, Rlaralso increased our match of each participaoirgributions into
our 401(K) Plan to 100% of his or her contributiam® our 401(k) plan, up to 6% of his or her baatary.

Prior to the time we froze benefit accrualslemour Salaried Employees’ Pension Plan, eaclicipamt was granted one
year of Credited Service for each year in whiclohshe worked at least 1,000 hours. A participhat torked less tha
1,000 hours in a given year was given a partiat pé&redited Service based on the number of haarked in that year. In
order to be entitled to any payments under ourrtgal&Employees’ Pension Plan, a participant muselsd least five years
of Vesting Service. Currently, an eligible partigip that retires at age 65 (or, if later, afteaiathg five years of Vesting
Service) is entitled to a monthly payment equahgreater of:

» if he or she worked at Monsanto Company prior poilAl, 1986 and was employed by us as of Septe®3®et 986,
1.4% of his or her Average Earnintimeshis or her number of years of Credited Sen

e 1.2% of his or her Average Earning®eshis or her number of years of Credited Seryiltes0.45% of his or her
average monthly earnings in excess of the averagble wage bases under Section 230 of the Sostairy Act)
timesthe lesser of 35 and his or her number of yearetlited Service; ai

« if he or she was employed by us prior to June 961$35timeshis or her number of years of Credited Sen

All of our Named Executive Officers would be erditlto retire at age 65. Mr. Vanderhoven would béled to receive
monthly payments under the first bullet point ahdvessrs. Crump, Hale, Rostek and Treybig wouléittiled to receive
monthly payments under the second bullet point elamd Messrs. Crump, Vanderhoven, Rostek and Tgeybild be
entitled to receive monthly payments under thedtbillet point above.

A participant may elect to receive his or pension payment from a slate of several optiongs@&loptions include a
single life annuity, a 100% joint and survivor aityua 75% joint and survivor annuity, a 50% jo#mtd survivor annuity, a
25% joint and survivor annuity, a pop-up 100% ja@nt survivor annuity, a pop-up 75% joint and stmviannuity, a pop-
up 50% joint and survivor annuity, a pop-up 25%f§@nd survivor annuity, a ten-year certain aneldifinuity and a social
security adjustment annuity.

We do not have an official policy with resp&zgranting extra years of Credited Service urderSalaried Employees’
Pension Plan. We did, however, grant “past semviedit” under our Salaried Employees’ Pension Rtaour employees
who had previously worked for Monsanto Company wiveracquired our Texas City, Texas facility from mdanto
Company in 1986, and to our employees who had pusly worked for Albright & Wilson when we acquiredr former
pulp chemicals business from Albright & Wilson i9R. We have not granted any extra years of Credtzvice (in the
form of past service credit or otherwise) since2l88d, given the frozen status of our Salaried Byg#s’ Pension Plan, we
do not expect to grant any service credit to anyortbe future.

Under our Salaried Employees’ Pension Plgrarticipant’s ‘Average Earningsis the average monthly earnings
received by the employee during the three-yeaodernding December 31, 2004 or, if larger, the ayemonthly earnings
received by the employee during the three yeawghich the
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employee was paid the most during the five yeaiopgeznding December 31, 2004. For purposes of alar@d Employees’
Pension Plan, “earnings” are, for the most partitéd to base pay, with amounts paid to the paici as a bonus,
commission or incentive plan payment and amournitsipaus for insurance or other welfare or bengfins not taken into
account. In any case, however, a participant’s AgerEarnings is capped based on certain limitatrapssed under the
Internal Revenue Code. These limitations, as otithe we ceased benefit accruals under our Sal&neployees’ Pension
Plan, effectively limit the amount payable to atjggpant under our Salaried Employees’ Pension Riahe amount of
benefit he or she would have received if his orAegrage Earnings were $17,500. In addition, fasthparticipants who
were given past service credit for employment wittnsanto Company or Albright & Wilson, the montiplstyment under
our Salaried Employee®ension Plan is reduced by the amount of his oaberued benefit payable under the pension |
maintained by those employers.

A participant who has at least five yeafr¥esting Service, which includes all of our Naitexecutive Officers, may
retire and receive payments under our Salaried Byegls’ Pension Plan at any time after he or shehesa55 years of age.
However, the monthly payment made to that partitiggreduced by 0.25%mesthe number of months remaining before
his or her normal retirement date unless the Rpatit’s ageplusyears of Vesting Service equals at least 80. Me€stamp
and Vanderhoven are our only Named Executive Qigeno meet this criteria (although Mr. Vanderhoignot 55 years
of age yet). If a participant retires directly frautive employment between the ages of 55 andé&2r Bhe is also entitled
a retirement supplement in the amount of $4 tinie®hher years of Vesting Service. In additiorieefive as of January 1,
2007, each participant in our Salaried Employeesision Plan may, once he or she has attained 62 geage and has at
least five years of Vesting Service, elect to ta&dy retirement while continuing to work for ugn*Service Retiremeft
Under the In-Service Retirement option, a partietfgamonthly benefit is determined in the same nearas if he or she had
actually retired on that date. As none of our NarmBzdcutive Officers are 62 years of age or oldenenof our Named
Executive Officers are eligible for In-Service Rethent at this time.

A participant in our Salaried EmployeBghsion Plan may also receive the equivalent afraliscounted pension
payment prior to reaching normal retirement adeeibr she has at least 2-1/2 years of Vesting &eamd his or her
employment ends prior to his or her normal retirettiate due to a long term disability. The participmay not, however,
receive this payment under our Salaried EmployBes'sion Plan if he or she is also receiving paymenter our long term
disability plan.

Pension Benefit Equalization PlaBach of our salaried employees who is eligiblpddicipate in our Salaried
Employees’ Pension Plan is also eligible to pgtité in our Pension Benefit Equalization Plan. Bemsion Benefit
Equalization Plan pays additional benefits to emeds whose benefits under our Salaried EmployesssiBn Plan are
limited as a result of specified limitations incédlin the Internal Revenue Code. The amount offitenmyable under our
Pension Benefit Equalization Plan is designeditaiahte the effect of these limitations on the &ggte annual pension
benefits payable to the participants, but not gievany additional benefits beyond that amount. & lesefits are generally
payable at the times we pay benefits under ount@dl&mployees’ Pension Plan. Effective as of Jantia2005, we
amended our Pension Benefit Equalization Plan ésedenefit accruals for all participants.

Supplemental Employee Retirement PEach of our employees who is a part of managenmestapnsideredtighly
compensated”, and is subject to limitations onaimunt of pension plan benefits he or she may veasider the Internal
Revenue Code, is also eligible to participate in®upplemental Employee Retirement Plan. Our Sup@fgal Employee
Retirement Plan pays additional benefits to empeyghose benefits under our Salaried EmployeesiBerrlan are
limited as a result of his or her
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Average Earnings exceeding $17,500, or due todimoval of certain Social Security integration bésdfom our Salaried
Employees’ Pension Plan. The amount of benefitaipl@yunder our Supplemental Employee Retirememt iBldesigned to
eliminate the effect of these limitations on thgmgate pension benefits payable to the participdnit not provide any
additional benefits beyond that amount. These lisrefe generally payable at the same time as wigepay benefits under
our Salaried Employees’ Pension Plan. Effectivefakanuary 1, 2005, we amended our Supplementaldye Retirement
Plan to cease benefit accruals for all participants

For our Named Executive Officers, the pemsation covered by our three pension plans @ystiiat annual
compensation reported under the salary columndrStiimmary Compensation Table appearing in thisyP&tatement for
2004 (and similar types of compensation for prilendar years). Assuming retirement at age 65anineal retirement
benefits payable to each Named Executive Officeleuthese plans would be:

Net Payment
Reduction for  Under Equalization

Gross Payment Payments and Supplemental
Under All Plans Under Pension Plan Plans
Richard K. Crum $103,34( $56,417 $46,92:
Paul G. Vanderhove¢ 89,83: 78,20 11,62¢
Kenneth M. Hale 19,417 19,417 0
Paul C. Roste 38,31t 38,31t 0
Walter B. Treybi 28,30« 28,30« 0

All of the benefits appearing in the pension besdfible are computed on the assumption of thaltdmeed Executive
Officer elects to be paid on a single-life anniligsis and the payments are not subject to any tleddor Social Security
or other similar offset amounts. However, our Sepggntal Plan does contain an alternative formulaébermining benefi
which includes a Social Security offset. We haveenaised this alternative formula to determineahmunt of any benefits
paid under our Supplemental Plan.

Nonqualified Deferred Compensat

As of December 31, 2006, none of our Néifagecutive Officers had any balances of nonqualifieferred
compensation. In 2006, none of our Named Exec@iffecers made any contributions to nonqualifiededtegd
compensation plans or programs, had any contribsititade by us for them to any nonqualified defecedpensation
plans or programs, or realized any earnings ongenaag withdrawals of or received any distributiomsany nonqualified
deferred compensation.

Other Retirement and PeEimployment Compensation

401(k) Savings and Investment Plan

We maintain a Savings and Investment Rdan “401(k) Plari) for the benefit of all of our employees, incladiour
Named Executive Officers. Under our 401(k) Plantipgnants may elect to contribute a portion ofithEse salaries into
individual accounts on a pre-tax basis (up to stagyumaximums), and may also contribute additigrations of their base
salaries into their accounts on an after-tax b@gigo statutory maximums). Currently, we matchhearticipant’s
contributions into our 401(k) Plan on a dollar-fisHar basis, up to 6% of the participant’s badargaPrior to January 1,
2005 (the time when we froze accruals under ouarial Employees’ Pension Plan), we matched only 60&ach
participant’s contributions into our 401(k) Plam, to 7% of the participant’s base salary.
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Each participant directs the investment of all dbutions into his or her account among a slateeéstment options chos
by our Employee Benefits Plans Committee (whichné&le up of members of senior management). Our $aubt one of
the available investment options under our 401{&hP

Key Employee Protection Plan

On January 26, 2000, our Board approkedritial form of our Key Employee Protection Plarhich has
subsequently been amended several times ey Employee Protection PIgnA copy of the current form of our Key
Employee Protection Plan is an Exhibit to our FAi@aK. Our Compensation Committee has designatedeatsgroup of
our management and highly compensated employesading each of our Named Executive Officers, agigipants under
our Key Employee Protection Plan and has estatdlifineir respective multipliers and other varialitasdetermining
benefits. Our Compensation Committee is also aitbdrto designate additional members of our managéwr highly
compensated employees as participants under ouEK®mloyee Protection Plan and set their multipli@sr Compensatic
Committee may terminate any participant’s partitiggaunder our Key Employee Protection Plan on &gstinotice if it
determines that the participant is no longer oneusfkey employees.

Under our Key Employee Protection Plapagicipant can only become eligible for benéifitsis or her employment
is terminated in specified ways and for specifiedsons. That termination must either result froenptrticipant resigning
for “Good Reasdhor the participant being terminated by us for aegson other tharMisconduct or “Disability”. A
termination by the participant is only consideredé for ‘Good Reaschif the participant resigns within 90 days after &r
she acquires actual knowledge of any of the follmnactions or omissions by us:

» for participants with multipliers of at least 2.00hich includes each of our Named Executive Offi

0 we make a material change in his or her repprsponsibilities, titles or elected or appoindéiices (excluding
changes resulting from the particip’s death, disability or retirement);

0 we assign him or her duties or responsibilitied are materially inconsistent with his or hetss, positions,
duties, responsibilities or functiol

» we reduce the participant’s compensation by a rizgdtemount;

« we fail to maintain employee benefit plans, progsaarrangements and practices providing benefitise participant
that are, in the aggregate, as favorable as thoderwur current plans, programs, arrangementpeaadices
(excluding changes or terminations that apply galheto all of our salaried work force and do natvk a disparate
impact on the participan

» we change the location of the participant’s pgatiplace of employment by more than 75 miles;

e we purport to terminate the participant for Miscandor Disability in a manner not consistent witlr ey Employee¢
Protection Plan; or

« we purport to terminate the participant’s partitipn in our Key Employee Protection Plan (unlesss@ompensation
Committee determines in good faith he or she inger one of our
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key employees and follows the procedures for teatiom set out in our Key Employee Protection P

However, changes in a participant’s reporting resjalities, titles or elected or appointed officassignments of duties or
responsibilities to the participant and reductionthe participant’s compensation will not conget@ood Reason if our
action was isolated and inadvertent and not takdrad faith and we promptly remedy the issue aéeeiving notice from
the participant.

A participant is also entitled to berefitnder our Key Employee Protection Plan if we taate him or her for any
reason other than Misconduct or DisabilitMisconduct under our Key Employee Protection Plan covery aplecified
actions or omissions by the participant and istkehito:

» acts of dishonesty or gross misconduct that ameodstrably injurious to us (monetarily or otheryiseany material
respect

» the failure to comply with our published policiedating to alcohol and drugs, harassment or compdiavith laws

 the failure to comply with any of our other poéisiif that failure continues unremedied for 30 dafysr receiving
written notice of the failur:

 the willful failure to comply with any lawful anelthical directions and instructions of our Boaraar Chief
Executive Officer

» the refusal or willful failure by the participatat perform, in any material respect, his or heietuif that failure is not
caused by disability or incapacity and continuesenredied for 30 days after receiving written not€¢hat failure;

« aconviction for a felony offense;

« any willful conduct that prejudices, in any materispect, our reputation in our fields of businegish the investmel
community or with the public at large if the paipiant knew, or should have known, that his or herduct could hav
that result.

However, acts and failures to act are not consaiardiful” if done or not done in good faith andith the reasonable belief
that the action or omission was in our best intsréBisability” under our Key Employee Protection Plan is limitech
physical or mental condition that, in the opinidradicensed physician reasonably acceptable tndsthe patrticipant,
prevents the participant from being able to perfbisor her job responsibilities, has continueddbleast 180 days during
any period of 12 consecutive months and is readpmadpected to continue. In order to terminate digipant for
Misconduct or Disability, we must give the partiim written notice of termination specifying histar termination date,
stating that the termination is for Misconduct as&@bility and setting forth the facts and circumsts deemed to be
Misconduct or to result in a finding of Disability.

If a participant’s employment with ugésminated in a way that results in him or her begfigible for benefits under
our Key Employee Protection Plan, the participargtrititled to a lump sum payment. The amount oftthgp sum payment
is determined by multiplying the participant’s mplier by the sum of his or her highest annual bsedary during the last
three years plus his or her current Bonus Targéeuaur Bonus Plan. This amount is reduced, howényethe amount of
any other separation, severance or termination pay:received from us under any of our other ptanghich we
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are required to pay by law. Once the base amoutheoilump sum payment is determined, the final amotithe lump sum
payment depends on whether@hange of Contrdloccurs within a specified period before or attee date of termination.
If a Change of Control has not (and does not) owdthin that specified period, the participant’ppable multiplier is
reduced by 50%. However, if the higher lump sumnpagt is payable in connection with a Change of @btnd one of our
most highly compensated employees, including e&cluoNamed Executive Officers, the incremental amas subject to
repayment by the participant if the participantthivi one year after his or her termination, ownanages, operates or
controls (or joins in the ownership, managemengration or control of), or becomes employed byanrected in any
manner with, any business engaged in the manuaotusale of styrene, acrylonitrile or acetic samigwhere in the world.
The precise amount repaid by the participant isragntage of the incremental amount determinediglidg the number ¢
days left in the one-year restricted period whewihghe first engages in the competitive activigy365.

Under our Key Employee Protection Plag@hange of Control can occur through individualguaing our securities,
changes in the membership of our Board, partiaypaby us in major corporate transactions or upand@solution.
Specifically, under our Key Employee ProtectionrPla ‘Change of Contrdloccurs if:

« any individual, entity or group acquires, in tlggeegate, beneficial ownership of 50% or more efdcbmbined voting
power of our then outstanding securities that gatieerally in the election of director*Voting Securiti€”), if:

o the individual, entity or group is not Resurgersset Management, L.L.C. or any of its or itsliates’ managed
funds or accounts (tH*Resurgence Grot”) or one or more of our employee benefit plans;

o the acquisition is not made through an Excludedh3aation

« amajority of the members of our Board were not oheur directors on March 12, 2004 or directorogd election ¢
nomination for election was approved by those dinecand all previously approved new directors (documbent
Board’), although, for this purpose, anyone who initidbecame one of our directors in connection witlaetual or
threatened contested election of directors or aeteremoval of directors, or an actual or threadesolicitation of
proxies or consents, is not considered to be a reenftour Incumbent Board, irrespective of any appl given by
our Incumbent Board,;

« we are involved in a reorganization, merger, $tajushare exchange, consolidation or similar coaftransaction,
we dispose of our assets or we acquire the asseteak of another entity and the transaction isam‘Excluded
Transactior” which, for this purpose, means a transaction whadter the transactio

o the beneficial holders of our outstanding VotBegurities prior to the transaction beneficialynromore than 50%
of the outstanding Voting Securities of the corpiorathat results from the transaction or that ownsassets aft
the transaction, in substantially the same propostias their p-transaction ownershi

o no individual, entity or group (other than thesBrgence Group or one of our employee benefitsplaaneficially
owns 50% or more of the Voting Securities of angpooation that results from the transaction;
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0 atleast a majority of the members of the badidirectors of the corporation resulting from thensaction were
members of our Incumbent Board at the time théainitocumentation for the transaction was signethertime
the transaction was approved by our Boar

» our stockholders or other relevant stakeholdersa@pour complete liquidation or dissoluti

Whether a participant is eligible for the highemju sum payment associated with a Change of Codéqménds on whether
his or her termination occurred within his or hPrdtection Period’ Every participant’s Protection Period starts TB/s
prior to the date on which the Change of Contraluss. A participans Protection Period ends either two years or 18ths
after the date on which the Change of Control cgcdepending on the size of the participant’s rpliéti. The Protection
Period for each of our Named Executive Officerssetwb years after the date on which the Changeooti@l occurs.

If each of our Named Executive Officezgtiinated their employment for Good Reason on Déesrdl, 2006, or
were terminated by us for any reason other tharcdfiduct or Disability on that date, our Named ExmeuOfficers would
be paid the following lump sum amounts under ouy Eenployee Protection Plan:

Change of Non-Change
Control of Control
Payment Payment
Targeted Applicable Under the Under the
Base Salary Bonus Multiplier KEP Plarf!) KEP Plar®)
Richard K. Crum $390,00( $390,00( 2.7t $2,145,00 $1,072,50
Paul G. Vanderhov¢ 257,00( 128,50( 2.0C 771,00( 385,50(
Kenneth M. Hal 222,25( 88,90( 2.0C 622,30( 311,15(
Paul C. Rostek 211,250 84,500 2.00 591,500 295,750
Walter B. Treybi 195,00( 78,00( 2.0C 546,00( 273,00(

(1) Payment if a Change of Control occurs between 3uB006 and December 31, 2C
(2) Payment if no Change of Control occurs between S3uB006 and December 31, 2C

In addition to the lump sum payment, epatticipant eligible for benefits under our Key floyee Protection Plan is
entitled to receive his or her accrued but unpaitigensation, compensation for unused vacation dingeany unpaid vest:
benefits earned or accrued under any of our beplgiits (other than qualified plans). Also, for aipe of 24 months
(including 18 months of COBRA coverage), that maptnt will continue to be covered by all of ouelihealth care,
medical and dental insurance plans and prograrher(than disability), as long as he or she makesaly COBRA electiol
and pays the regular employee premiums requiredrumgr plans and programs and by COBRA. In additam obligation
to continue to provide coverage under our planspodrams to a participant ends if and when thdigijgant becomes
employed on a full-time basis by a third party whirovides the participant with substantially samibenefits.

If each of our Named Executive Officezattinated their employment for Good Reason or wenrainated by us for
any reason other than Misconduct or Disability @c@mber 31, 2006, the value of these life, heath,anedical and dent
insurance benefits to our Named Executive Offieeosld have been:
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Richard K. Crumg $49,89:
Paul G. Vanderhove 40,62
Kenneth M. Hale 28,44¢
Paul C. Roste 39,98:
Walter B. Treybic 39,75(

If any payment or distribution under ¢ty Employee Protection Plan to any participargLibject to excise tax
pursuant to Section 4999 of the Internal RevenuageCthe participant is also entitled to receiveasg-up payment from us
in an amount such that, after payment by the ppétitt of all taxes on the gross-up payment, thewarhof the gross-up
payment remaining is equal to the excise tax impaseler Section 4999 of the Internal Revenue Cddeeever, the
maximum amount of any gross-up payment is 25% eftim of the participant’s highest annual base ewrsgtion during
the last three years plus the participant's Boraigét for the year of payment.

We may terminate our Key Employee PradacPlan at any time and for any reason but a teation will not becom:
effective until 90 days after we give the particitmanotice of the termination. In addition, we nzayend our Key Employee
Protection Plan at any time and for any reasonghytamendment that reduces, alters, suspendsirénguaprejudices the
rights or benefits of any participant in any materespect will not become effective as to thatipgrant until 90 days after
we give him or her notice of the amendment. No teation of our Key Employee Protection Plan, or afyhese types of
amendments, will be effective with respect to aastipipant if the termination or amendment is retbto, in anticipation of
or during the pendency of a Change of Controlpiglie purpose of encouraging or facilitating a @eof Control or is
made within 180 days prior to any Change of Conffalally, no termination or amendment of our KepHoyee Protectic
Plan can affect the rights or benefits of any pgréint that were accrued at the time of terminatipamendment, or that
accrue later due to a Change of Control that oqorics to the termination or amendment or withirDXfays after the
termination or amendment.
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Director Compensatic

In 2006, none of our directors were pig form of compensation other than fees earnguhiorin cash, which we
paid in the following amounts:

Fees Earned or

Paid In Cas) Total
Richard K. Crum® $ 0 $ 0
Steven L. Gidumi® 2,50( 2,50(
John W. Gilde 48,50( 48,50(
Byron J. Hanetp) 41,000 41,000
Karl W. Schwarzfel®) 35,00( 35,00(
Philip M. Sivir®) 36,50( 36,50(
Dr. Peter T.K. W 45,50( 45,50(

@ Includes amounts paid for attendance as a memleeetings of the following Committe:

John W. Gildet Audit Committe:
Compensation Committ
Corporate Governance Committee (Chairman)
Byron J. Hane Audit Committee (Chairma
Philip M. Sivin Compensation Committ
Dr. Peter T.K. WL Corporate Governance Committee (Chairn
Environmental, Health & Safety Commit
@ Mr. Crump is one of our employees and, consequgistiyot paid any compensation for his service dsetor

@3  All compensation for service as a director earlmgd/iessrs. Gidumal, Haney, Schwarzfeld and Sivingare
employees of Resurgence, was paid to Resurgensagnirto established policies of Resurge

Each of our directors is currently paidanual retainer of $25,000 for his service agectbr, and meeting
attendance fees of $2,500 for each Board meetiltgilhg@erson and $1,250 for each telephonic Boaedting. Our directol
that serve on our Board Committees are also ptddénce fees of $1,500 for each Committee mebtidjin person and
$750 for each telephonic Committee meeting. Our8oaembers who are also our employees do not reeeiy retainers
or attendance fees, although all of our directoesraimbursed for their travel expenses relateti¢d services as a director.
With the exception of compensation paid to, andlstmased awards granted to. Mr. Crump in his capasi our President
and Chief Executive Officer, we have never graraied stock, options or other equity-based awardsiyoof our current
directors, and our current directors have nevetigipated in any of our non-equity incentive plapsnsion plans or other
non-qualified compensation plans. In addition, esaiibed above under “Indemnification Agreements?,have entered
into indemnification agreements with each of ouediors.
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SECURITY OWNERSHIPOF PRINCIPAL STOCKHOLDERSAND MANAGEMENT

The following table sets forth certaifoirmation regarding the beneficial ownership of Bueferred Stock and
Common Stock as of March 27, 2007 by (i) each afdiectors and each person nominated to becomefomer directors,
(i) each of our Named Executive Officers, (iiiyabaperson known by us to be the beneficial ownenaofe than 5% of our
outstanding Preferred Stock or Common Stock anjdahvof our directors and executive officers egraup. Each share of
our Preferred Stock is currently convertible inf6D shares of our Common Stock at the electidcheholder. Unless
otherwise noted, the mailing address of each sedkeficial owner is 333 Clay Street, Suite 3600, $ton, Texas 77002-
4312, and we believe, based on information provigethe beneficial owners listed below, that thened beneficial owner
has sole voting power and sole investment powdr respect to the shares shown below, except textant that power is
shared with such person’s spouse pursuant to aiyididaw.

Shares of  Percentage Certain Percentage = SharesRa#rcentage
Preferred of Common of Certain Common of All
Stock Outstanding Stock Outstanding Stock Outstand
Beneficially Preferred Beneficialy Common Bendlty Common

Name Owned Stock Owned? Stockb Owned? Stock?

Richard K. Crum®) 0 0%  120,00( * 120,00( *
Steven L. Gidumi® 4,027.88. 98.2% 1,910,100 60.1% 5,937,98. 82.4%
John W. Gilde 0 0% 0 0% 0 0%
Byron J. Hane® 4,027.88: 98.2% 1,910,10! 60.1% 5,937,98: 82.4%
Karl W. Schwarzfelth 4,027.883 98.3% 1,910,100 60.1% 5,937,9882.4%
Philip M. Sivir®®) 4,027.88: 98.2% 1,910,10! 60.1% 5,937,98: 82.4%
Dr. Peter Ting Kai W 0 0% 0 0% 0 0%
Paul G. Vanderhov¢d 0 0% 33,00( * 33,00( *
Kenneth M. Hal®) 0 0% 27,50( * 27.50( *
Paul C. Roste® 0 0% 18,33« * 18,33« *
Walter B. Treybi(® 0 0% 25,00( * 25,00( *
Resurgence Asset Management, L.[®) 4,027.88. 98.2% 1,910,100 60.1% 5,937,98. 82.%%
Resurgence Asset Management International, L&2.C. 4,027.883 98.3% 1,910,100 60.1% 5,937,9882.4%
Re/Enterprise Asset Management, L. 4,027.88. 98.2% 1,910,100 60.1% 5,937,98. 82.%
Martin D. Sas® 4,027.88: 98.2% 1,910,10! 60.1% 5,937,98: 82.4%
Mariner Investment Group, Ir® 0 0% 275,24 9.5%  275,24: 3.9%
Northeast Investors Tri(") 0 0% 250,82 8.9% 250,82 3.6%
Merrill Lynch, Pierce, Fenner & Smith, Incorpora® 0 0% 186,78 6.6%0 186,78 2.7%
Directors and current executive officers as a group

(13 personsy) through® 4,027.883  98.3% 2,156,434 63.0% 6,184,3183.0%
*  Lessthan 1%
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1)
)
(3)
(4)

()

Includes outstanding shares of Common Stockshades of Common Stock issuable upon conversievaafants, but
excludes shares of Common Stock issuable upon csinneof outstanding Preferred Stc

Includes outstanding shares of Common Stodkreshof Common Stock issuable upon conversion ofamts and
shares of Common Stock issuable upon conversiontstanding Preferred Sto

Represents shares of our Common Stock issuglole exercise of options granted under the 2002kStan which are
or will become exercisable within 60 days of Ma&h 2007

Represents shares of our Preferred Stock aéslof our Common Stock (including shares of cam@on Stock
issuable upon the exercise of warrants which aeecésable within 60 days of March 27, 2007) that laeneficially
owned by funds and accounts managed by Resurgeddésaffiliates (see Note 5). Messrs. Gidumal Hiaghey are
Managing Directors and Co-Chief Investment Officdds. Schwarzfeld is a Vice President and Mr. Sigira Vice
President and General Counsel of Resurgence. As Blessrs. Gidumal, Haney, Schwarzfeld and Siviy b
deemed to have beneficial ownership of such sh&sssh of Gidumal, Messrs. Haney, Schwarzfeld anthSiisclaims
beneficial ownership of all such sha

Includes (a) 2,166.421 shares of our PreferredkSmmnvertible in to 2,166,421 shares of our Comi8tock), 837,56
shares of our Common Stock and an additional 186sh@res of our Common Stock issuable upon theisecof
warrants which are exercisable within 60 days ofdi&27, 2007 that may be deemed to be beneficiaityed by
Resurgence, (b) 586.245 shares of our Preferrezk $tonvertible in to 586,245 shares of our Comr8tock),
228,057 shares of our Common Stock and an addit&ih844 shares of our Common Stock issuable uperexercise
of warrants which are exercisable within 60 dayMafch 27, 2007 that may be deemed to be bendjicdained by
Resurgence Asset Management International, L.LRAMI"), and (c) 1,275.217 shares of our Preferred Stock
(convertible in to 1,275,217 shares of our Commuutl§, 497,212 shares of our Common Stock and ditiadal
109,942 shares of our Common Stock issuable upmexhrcise of warrants which are exercisable wiiimays of
March 27, 2007 that may be deemed to be beneficalhed by Re/Enterprise Asset Management, L.L"REAM).
Mr. Sass may be deemed to beneficially own alhese securities. Mr. Sivin is Mr. Sass’s son-in-l&ach share of
our Preferred Stock is currently convertible inf6D shares of our Common Stock at the electigdheholder.

Mr. Sivin disclaims beneficial ownership of all thiese securitie

In its capacity as investment advisor, Resurgexegcises voting and investment power over ounrsiies held for the
accounts of M.D. Sass Corporate Resurgence Partners(“Resurgence’), M.D. Sass Corporate Resurgence Part
I, L.P. (“Resurgence 1), M.D. Sass Corporate Resurgence Partners IR, 'Resurgence If) and the Resurgence
Asset Management, L.L.C. Employment Retirement Pa@ ‘Plan”). Accordingly, Resurgence may be deemed to
share voting and investment power with respecutosecurities held by Resurgence |, Resurgendeeldurgence |l
and the Plan. Mr. Sass serves as Chairman and Exéelutive Officer of Resurgence.

In its capacity as investment advisor, RAMI ex&gs voting and investment power over our secarfied for the
account of M.D. Sass Corporate Resurgence IntemaltiLtd. (‘Resurgence Internatiorfal Accordingly, RAMI may
be deemed to share voting and investment powerresthect to our securities held by Resurgenceriatemal.

Mr. Sass serves as Chairman and Chief Executivie€dfbf RAMI.

In its capacity as investment advisor, REAM eigs voting and investment power over our secarhigld for the
accounts of (i) two employee pension plans (fRerfsion Plany and as an advisor to the M.D. Sass Associates, |
Employee Profit Sharing Plan (th&dss Employee Plgrand (ii) as general partner and sole investnaglvisor of
M.D. Sass Re/Enterprise Portfolio Company, L.Rd/Enterpris® and M.D. Sass Re/Enterprise Il, L.P.
(“Re/Enterprise ). Accordingly, REAM may be deemed to share votargl investment power with respect to our
securities held by each of the Pension Plans, éise Employee Plan, Re/Enterprise and Re/Enterprik. Sass
serves as Chairman and Chief Executive Officer BARI.

In addition, funds which have invested side-tjesvith funds managed by Resurgence and RAMI beiad§i own in
the aggregate 68.879 shares of our Preferred $tocivertible in to 68,879 shares of our Common §ta26,712
shares of our Common Stock and an additional 5s838es of our Common Stock issuable upon the eseeadi
warrants which are exercisable within 60 days ofdi&27, 200’

The mailing address of each of Martin D. SassuRgence, RAMI and REAM is 1185 Avenue of the Aroasi, 18
Floor, New York, New York 1003
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The foregoing information is based on the Schedg@le filed by Resurgence, RAMI and REAM with the Beties anc
Exchange Commission on December 19, 2002, as amdnyd@) Schedule 13D/A, Amendment No. 1, filed by
Resurgence, RAMI and REAM with the Securities amdifange Commission on February 13, 2004,

(B) Schedule 13D/A, Amendment No. 2, filed by Marfl. Sass, Resurgence, RAMI and REAM with the Séear
and Exchange Commission on June 25, 2004, (C) Sthé&8D/A, Amendment No. 3, filed by Martin D. Sass
Resurgence, RAMI and REAM with the Securities amdifange Commission on February 14, 2005,

(D) Schedule 13D/A, Amendment No. 4, filed by Marb. Sass, Resurgence, RAMI and REAM with the Séear
and Exchange Commission on March 8, 2005, (E) SdeelBD/A, Amendment No. 5, filed by Martin D. Sass
Resurgence, RAMI and REAM with the Securities amdifange Commission on March 2, 2006, and

(F) Schedule 13D/A, Amendment No. 6, filed by Maufli. Sass, Resurgence, RAMI and REAM with the S&earanc
Exchange Commission on February 28, 2

(6) Includes 64,554 shares of our Common Stoclalsleuupon exercise of warrants that are exercisaithén 60 days of
March 27, 2007. Mariner Investment Group, Indigtiner”) is an investment adviser registered under SeQi@3 of
the Investment Advisers Act of 1940. Mariner fuh@s investment advice to several investment coregaiempt
from the Investment Company Act of 1940, and alswas as investment manager to certain other sepacaounts. In
its role as investment adviser and manager, Magossesses voting and/or investment power overf #ile shares of
our Common Stock and warrants owned by these imezgtcompanies and accounts, which is 100% oftiaees of
our Common Stock and warrants described in theetabbve as being held by Mariner. Mariner disclai@seficial
ownership of all of these shares of our Common Séod warrants. The mailing address of MarinerG8 5
Mamaroneck Avenue,"™Floor, Harrison, New York 10528. This informatisnbased on the Schedule 13G filed by
Mariner with the Securities and Exchange Commissiofrebruary 14, 2005, as amended by Schedule 13G/A
Amendment No. 1, filed by Mariner on April 11, 2086d Schedule 13G/A, Amendment No. 2, filed by Mearion
February 13, 200

(7) The mailing address of Northeast Investors fTir1$50 Federal Street, Boston, Massachusetts@2lis information
is based on the Schedule 13G filed by Northeastdtors Trust with the Securities and Exchange Casion on
February 13, 2003, as amended by Schedule 13G/A&nfiment No. 1, filed by Northeast Investors Truish\the
Securities and Exchange Commission on JanuaryQl¥,

(8) The mailing address of Merrill Lynch, Piercegner & Smith, Incorporated is 4 World Financiah€@e, New York,
New York 10080. This information is based on thé&tule 13G filed by Merrill Lynch, Pierce, FenneiSnith,
Incorporated and Merrill Lynch & Co., Inc. with ti8ecurities and Exchange Commission on Februar2d®.

None of the shares listed in the Beneficial Ownigr3table have been pledged by any of our Named Ekexofficers,
directors or director nominees. We are not awarngfof our significant shareholders pledging ahthe shares listed in
the Beneficial Ownership Table in a manner that megylt in a change of control. We do not have @dingctor qualifying
shares.

RELATED PERSONTRANSACTIONS
Transactions.

Resurgence has beneficial ownershipsftestantial majority of the voting power of our sgties due to its
investment and disposition authority over secisite/ned by its and its affiliates’ managed fundd accounts. Currently,
Resurgence has beneficial ownership of 98% of oefePred Stock and over 60% of our Common Stogbresenting
ownership of over 82% of the total voting poweoaf equity. Each share of our Preferred Stock isecily convertible at
the option of the holder thereof at any time inf@0D shares of our Common Stock, subject to adjeistsn The holders of
our Preferred Stock are entitled to designate abheuraf our directors roughly proportionate to thmierall equity
ownership, but in any event not less than a mgjofitbur directors as long as they hold in the aggte at least 35% of the
total voting power of our equity. As a result, Regnce has the ability to control our managemesiicies and financing
decisions, elect a majority of our Board and cdrttre
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vote on most matters presented to a vote of oekbtiders. In addition, our shares of Preferrecigtalmost all of which
are beneficially owned by Resurgence, carry a cativd dividend rate of 4% per quarter, payableddiional shares of
Preferred Stock. Each dividend paid in additiomelres of our Preferred Stock has a dilutive eféecour shares of
Common Stock and increases the percentage of tdlevtiting power of our equity beneficially owneg Besurgence. In
2006, we issued an additional 594.832 shares oPmefierred Stock (convertible into 594,832 shafesuo common stock)
in dividends, which represents 8.6% of the curtetal voting power of our equity securities andrisgr an aggregate
liquidation value of $8,204,583. Since the iniigduance of our Preferred Stock, we have issuetiditional 1,921.762
shares of our Preferred Stock (convertible int®1,962 shares of our common stock) in dividendsclvhepresents 27.8%
of the current total voting power of our equity gees and carries an aggregate liquidation valu®26,507,075. Four of
our directors, Messrs. Gidumal, Haney, Schwarzéeld Sivin, are employed by Resurgence. Pursuagtablished policie
of Resurgence, all director compensation earneehiygloyees of Resurgence is paid to Resurgencen®2006, we paid
Resurgence an aggregate amount equal to $115,0@@dotor compensation earned by Messrs. GiduRehey,
Schwarzfeld and Sivin.

Approval Process for Related Person Transactiortss @ther Conflicts of Intere

Our Code of Ethics and Conduttnder our Code of Ethics and Conduct, each of ectbrs, officers and employe
is restricted from being subject, or even appeatiinige subject, to influences, interests or refetiops that conflict with our
best interests. Specifically, our officers and clioes are prohibited from having any conflict ofeérest unless the underlying
transaction or relationship has been specificgliyraved by our Board in accordance with Delawawedad other
applicable laws. Our Code of Ethics and Condutd kertain circumstances and situations that aveya considered to
involve a conflict of interest, including where oofour directors, officers or employees (or anlyestperson having a close
personal relationship with him or her, such asmilfamember, in-law, business associate or persamglin the same
household):

» obtains a significant financial or other benefididkrest in one of our suppliers, customers or petitors
» engages in a significant personal business tréongaiavolving us for profit or gain;

» accepts money, gifts of other than nominal vadxeessive hospitality, loans or other special tnegit from one of
our suppliers, customers or competitors;

» participates in any sale, loan or gift of our pnapeor

» learns of a business opportunity through assaciatiith us and discloses that opportunity to adtipiarty or invests in
that opportunity without first offering us the rigio invest in or otherwise participate in that ogpnity.

Each of our directors and officers, and each ofemaployees who has the authority to direct or mfice the use or
disposition of any significant amount of our furatsother assets, is required to certify to us aliptiaat he or she is in full
compliance with the provisions of our conflict aterest policy (or disclose any potential or actuaiflicts with those
provisions). Our directors make this certificateech year through their director and officer questaires sent to them in
advance of preparing our proxy statement. Theafestir employees, including each of our Named EtieelOfficers, maki
this certification each year as a part of our ahetidcs training program.
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Our Corporate Governance Committee and Our GoveeedrinciplesUnder the Charter for our Corporate
Governance Committee, our Corporate Governance Geentonsiders all questions of independence oBoard
members and possible conflicts of interest betweseand one or more of our Board members or serexwgives. If a
conflict of interest issue arises involving oneoaf directors or senior executive officers, our i&oate Governance
Committee makes recommendation to our Board wipeet to how that conflict of interest should beoteed. As part of
its duties, our Corporate Governance Committee @t$® on behalf of our Board in overseeing all mataspects of our
compliance functions, including the development endsion of corporate governance guidelines aimuciples for adoptio
by our Board. Our General Counsel is in chargeunfommpliance and monitoring programs, corporaftermation and
reporting systems, codes of conduct, policies,dseds, practices and procedures, including thetdaiay monitoring of
compliance matters by our officers and other emgéésy Through our Governance Principles, which adapted by our
Board on the recommendation of our Corporate Gareza Committee, our Board expressed its expectttadrall of our
directors, officers and employees will act ethigalt all times and comply with our Code of Ethiesl&onduct and our
Code of Ethics for Chief Executive Officer and Seritinancial Officers. Our Corporate Governanceéiples require each
of our directors to report any actual or potentiahflict of interest that may arise for that dikacto our Corporate
Governance Committee and our General Counsel,caretuse himself or herself from any discussiodamision affecting
his or her personal, business or professionaléste©Our Board is authorized to consider and resahy issues involving a
potentially interested director without that dilets participation, and may exclude that directoni consideration of
specified Board matters. Our Board is also autledrio consider and resolve any conflict of intecpsstions involving our
Chief Executive Officer or any of our Senior ViceeBidents. Our Chief Executive Officer is authodize consider and
resolve any conflict of interest questions invotyiany of our other officers, with appropriate olvsgion of the principles
and policies set by our Board.

As the payment of the fees and expensBesurgence and the other items involving Resurgeaferred to in
“Transactions” above did not present a conflicimérest between us and any of our directors, effior employees, our
procedures and policies described above did nofireaq review of those transactions.

SeECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchafgeof 1934 requires our officers, directors angi@re who beneficially owr
more than 10% of our Common Stock to file varioegsarts with the Securities and Exchange Commisgigarding their
ownership of, and transactions in, our equity séesr and to furnish us with copies of those réqdBased solely on our
review of copies of these reports furnished tonaritten representations from our officers aneédtors, we believe that
none of our officers, directors or 10% stockholdeited to file any reports under Section 16(ayaimely basis during
2006.
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STOCKHOLDER PROPOSALSFOR NEXT YEAR'S ANNUAL MEETING

In order for a stockholder proposal tarm®uded in our proxy statement for our annual timgeto be held in 2008, tf
proposal must be submitted before December 24, gp@he following address: Sterling Chemicals, |1383 Clay Street,
Suite 3600, Houston, Texas 77002; Attention: CaapoEecretary. In order for a stockholder propthstlis not included in
that proxy statement to be brought before our anme&ting to be held in 2008, the proposal mustdiemitted on or after
December 25, 2007 but no later than February 228 20 the same address. If a proposal is receiftedthat date, proxies
for our 2008 annual meeting of stockholders mayfeodiscretionary authority to vote on that mattéthout discussion of
the matter in the proxy statement for our 2008 ahmeeting of stockholders.

HOUSEHOLDING OF ANNUAL MEETING MATERIALS

The Securities and Exchange Commissigreldapted rules that permit companies and interamiedi such as brokers
to satisfy delivery requirements for proxy statetsemith respect to two or more security holdergisiggthe same address
by delivering a single proxy statement addressetidse security holders. This process, which isroomly referred to as
“householding,” potentially provides extra converde for security holders and cost savings for corigza We and some
brokers may household proxy materials, deliverirsingle proxy statement to multiple security hotdeharing an address
unless contrary instructions have been receiven the affected security holders. Once you haveivedenotice from your
broker or us that they or we will be householdingtenials to your address, householding will corginmtil you are notified
otherwise or until you revoke your consent. Ifapy time, you no longer wish to participate in hehrslding and would
prefer to receive a separate proxy statement, @leasfy your broker if your securities are heldaitrokerage account or us
if you hold registered securities. You can nottg us by sending a written request to Sterling Gbais Inc., 333 Clay
Street, Suite 3600, Houston, Texas 77002, Attenttmrporate Secretary.

* * *

Whether or not you plan to attend the dadrMeeting, please complete, date and sign thiweed proxy and return it
in the enclosed envelope. No postage is requireth&iling in the United States.

By Order of the Board of Directors

/s/ KENNETH M. HALE
KENNETH M. HALE
Corporate Secretary

Houston, Texas
April 4, 2007

-51-

http://www.sec.gov/Archives/edgar/data/1014669/000095012907001843/h42996dc... 1/18/200¢



defl4: Page58 of 58

Table of Contents

There are three ways to vote your Proxy COMPANY #

Your telephone or Internet vote authorizes the Name  d Proxies to vote your shares in the same manner as
if you marked, signed and returned your proxy card.

VOTE BY PHONE — TOLL FREE — 1-800-560-1965 — QUICK % % % EASY % % % IMMEDIATE

» Use any touch-tone telephone to vote your proxy 24 hours a day, 7 days a week, until Noon (Central) on
May 21, 2007.

» Please have your proxy card and the last four digits of your Social Security Number or Taxpayer Identification
Number available. Follow the simple instructions the voice provides you.

VOTE BY INTERNET — http://www.eproxy.com/schi/ — QU ICK %% % EASY % %% IMMEDIATE
» Use the Internet to vote your proxy 24 hours a day, 7 days a week, until Noon (Central) on May 21, 2007.

» Please have your proxy card and the last four digits of your Social Security Number or Taxpayer Identification
Number available. Follow the simple instructions to obtain your records and create an electronic ballot.

VOTE BY MAIL

» Mark, sign and date your proxy card and return it in the postage paid envelope we've provided or return it to
Sterling Chemicals, Inc., c/o Shareowner ServicesSM, P.O. Box 64873, St. Paul, MN 55164-0873.

If you vote by Phone or Internet, please do not mai | your Proxy Card

JPlease detach here ¢

The undersigned hereby revokes any proxies heretofo re given and directs said attorneys to act or vote as
follows:
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