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STEPAN COMPANY

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To be held on April 24, 2012

at 9:00 a.m. (CDT)

To the Stockholders:

Notice is hereby given that the Annual Meeting of Stockholders of STEPAN COMPANY (the Company ) will be held at the Company s
Administrative and Research Center at Edens Expressway and Winnetka Road, Northfield, Illinois, on Tuesday, April 24, 2012, at 9:00 a.m.
(CDT), for the following purposes:

1. To elect two Directors to the Board of Directors each for a three-year term.

2. To approve an advisory resolution on the compensation of the Company s named executive officers.

3. To ratify the appointment of Deloitte & Touche LLP as the independent registered public accounting firm for the Company for 2012.
4.  To transact such other business as may properly come before the meeting.

The Board of Directors has designated the close of business on February 24, 2012, as the record date for determining holders of the Company s
51/2% Convertible Preferred Stock and the Company s Common Stock entitled to notice of and to vote at the meeting.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to Be Held on April 24, 2012.

The Proxy Statement and Annual Report to Stockholders, including Form 10-K for fiscal year 2011, are available at
http://www.edocumentview.com/SCL.

Directions to the Annual Meeting of Stockholders are available at http://www.stepan.com, under Investors Annual Meeting for those
stockholders who plan to attend the meeting.

By order of the Board of Directors,
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KATHLEEN O. SHERLOCK

Assistant Secretary

Northfield, Illinois

March 22, 2012

The Board of Directors extends a cordial invitation to all stockholders to attend the meeting. Whether or not you plan to attend the
meeting, please mark, sign and mail the enclosed proxy card in the return envelope provided as promptly as possible.

As a reminder, brokers may not vote your shares for non-routine matters such as the election of directors or the advisory vote on the
compensation of the Company s named executive officers ( Say-on-Pay vote) in the absence of your specific instructions as to how to vote.
Therefore, we urge you to provide your broker with voting instructions by returning your proxy card so your vote for all proposals can

be counted.
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March 22, 2012

PROXY STATEMENT

For the Annual Meeting of Stockholders of

STEPAN COMPANY

Edens Expressway and Winnetka Road

Northfield, Illinois 60093

To be held at 9:00 a.m. (CST) on April 24, 2012

INFORMATION CONCERNING SOLICITATION AND VOTING

The enclosed proxy is solicited by the Board of Directors and the Company will bear the entire expense of solicitation. Such solicitation is being
made by mail, and the Company s officers and employees may solicit proxies from stockholders personally or by telephone, mail or other means.
The Company will make arrangements with the brokers, custodians, nominees and other fiduciaries who request the forwarding of solicitation
material to the beneficial owners of shares of the Company s stock held of record by such brokers, custodians, nominees and other fiduciaries,
and the Company will reimburse them for their reasonable out-of-pocket expenses.

At the close of business on February 24, 2012, the record date for the meeting, there were 518,293 shares of the Company s 5/2% Convertible
Preferred Stock ( Preferred Stock ) outstanding, each share of which is convertible into 1.14175 shares of the Company s Common Stock

( Common Stock ) and is entitled to 1.14175 votes on each matter to be voted on at the meeting, and, assuming all outstanding shares of Preferred
Stock were converted, there would have been 10,919,068 shares of Common Stock outstanding, each share of which is entitled to one vote on

each matter to be voted on at the meeting.

This proxy statement and proxy are first being sent or given to stockholders commencing on or about March 22, 2012.

You may either vote' FOR or WITHHOLD authority to vote for each of the nominees for the Board of Directors. You may vote FOR, AGAINST
or ABSTAIN on the other proposals.
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In connection with any other business that may properly come before the meeting, of which the Board of Directors is not currently aware, votes
will be cast pursuant to the authority granted by the enclosed proxy in accordance with the best judgment of the individuals acting under the

proxy.

If you submit your proxy but abstain from voting or withhold authority to vote on one or more matters, your shares will be counted as present at
the meeting for the purposes of determining a quorum. Your shares also will be counted as present at the meeting for the purpose of calculating
the vote on the particular matter with respect to which you abstained from voting or withheld authority to vote. Any proxy given pursuant to this
solicitation may be revoked by the stockholder at any time prior to the voting of the proxy.

If you abstain from voting on a proposal, your abstention has the same effect as a vote against that proposal. If you withhold your authority to
vote for any director nominee, your withholding has the same effect as a vote against that director.
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If you hold your shares in street name and do not provide voting instructions to your broker, custodian, nominee or other fiduciary, your shares
will be considered broker non-votes and will not be voted on any non-routine matters, which include the election of directors and the advisory
vote on named executive officer compensation. Shares that constitute broker non-votes may be voted on the ratification of auditors and will be
counted as present at the meeting for the purpose of determining a quorum, but will not be entitled to vote on non-routine proposals. Please
instruct your broker or bank so your vote can be counted on all proposals.

The required quorum at the Annual Meeting of Stockholders is a majority of the outstanding shares of the Company s voting stock as of the
record date. In order to ensure the presence of holders of shares representing the necessary quorum at the Annual Meeting of Stockholders,
please mark, sign and return the enclosed proxy promptly in the envelope provided. No postage is required if mailed in the United States. Even if
you sign and return your proxy, you are invited to attend the meeting.

ELECTION OF DIRECTORS

Stockholders and the persons named in the enclosed proxy will vote, pursuant to the authority granted by the stockholder in the enclosed proxy,
on the election of Messrs. Randall S. Dearth and Gregory E. Lawton as Directors of the Company to hold office until the Annual Meeting of
Stockholders to be held in the year 2015.

In the event any one or more of such nominees is unable to serve as Director, votes will be cast, pursuant to the authority granted in the enclosed
proxy, for such person or persons as may be designated by the Board of Directors. The Board of Directors at this time is not aware of any
nominee who is or will be unable to serve as Director, if elected.

Under the Company s Certificate of Incorporation and By-laws, Directors are elected by a plurality of the voting power of the shares of Preferred
Stock and Common Stock present in person or represented by proxy at the meeting and entitled to vote, voting together as a single class. The
outcome of the election will not be affected by holders of shares of Preferred Stock or Common Stock that withhold authority to vote in the
election of Directors.

The Board of Directors is divided into three classes serving staggered three-year terms. Directors for each class are elected at the Annual
Meeting of Stockholders in the year in which the term for their class expires.
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Nominees For Director

The following table sets forth certain information about the nominees for Director:

Principal Occupation, Business Year of Number and Percent
First of Shares of Common
Experience and Other Directorships Election as Stock Beneficially
Name of Nominee During the Past Five Years, and Age Director Owned(1)
Randall S. Dearth President and Chief Executive Officer of LANXESS N/A 0 i

Corporation, a global chemicals manufacturer, since 2004.
Director of Calgon Carbon Corporation.

Age 48

Gregory E. Lawton Consultant. President and Chief Executive Officer of 2006 8,360(2) *
JohnsonDiversey, Inc., a manufacturer of cleaning
products, from October 2000 to February 2006. From
January 1999 to September 2000, President and Chief
Operating Officer of Johnson Wax Professional. President
of NuTone, Inc., a subsidiary of Williams plc based in
Cincinnati, Ohio from 1994 to 1998. From 1989 to 1994,
served with Procter & Gamble as Vice President and
General Manager of several consumer product groups.
Director of General Cable and American Trim.

Age 61
* Less than one percent of outstanding shares of Common Stock.

(1) Represents number of Common Stock shares beneficially owned as of February 24, 2012. Number of shares for each Director includes
(a) shares of Common Stock owned by the spouse of the Director and shares held by the Director or his spouse as trustee or custodian for
the benefit of children and family members for which the Director or his spouse as trustee or custodian has voting or investment power,
(b) shares of Common Stock which may be acquired through conversion of shares of Preferred Stock, and (c) shares pledged as security by
the Director or the Director s family members. In addition, the Company calculates the total number of shares of Common Stock
outstanding by assuming all shares of Preferred Stock are converted into Common Stock, and adding such amount to the number of shares
of Common Stock outstanding.

(2) Includes (a) 3,716 shares that the Director has the right to acquire within 60 days through the exercise of stock options granted pursuant to
the Company s stock option plans, and (b) 2,572 shares credited to the Director s account pursuant to the Stepan Company 2006 Incentive
Compensation Plan.

PROPOSAL: The Board of Directors recommends that the stockholders vote FOR the election of Messrs. Randall S. Dearth and
Gregory E. Lawton to the Board of Directors each for a three-year term.
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Directors Whose Terms Continue

The following table sets forth certain information about those Directors who are not up for election as their respective term of office does not

expire this year:

Name of Director

Michael R. Boyce

Joaquin Delgado

F. Quinn Stepan

F. Quinn Stepan, Jr.

Principal Occupation, Business

Experience and Other Directorships
During the Past Five Years, and Age

Year of
First
Election as

Director

Term

Expires

Number and Percent
of Shares of Common
Stock Beneficially

Owned(1)

Chairman and Chief Executive Officer of PQ
Corporation, an industrial chemicals company,
since 2005. Chairman and Chief Executive Officer
of Peak Investments, an operating and acquisition
company, since 1998. From 1990 to 1998,
President and Chief Operating Officer of Harris
Chemical Group, Inc. Director of PQ Corporation
and AAR Corp.

Age 64

Executive Vice President, Electro and
Communications Business of 3M Company, a
global diversified technology company, since
2009. Vice President and General Manager,
Electronic Markets Materials Division of 3M
Company, from 2007 to 2009. Vice President,
Research and Development and New Business
Ventures, Consumer and Office Business of 3M
Company, from 2005 to 2007. President of 3M
Korea Ltd. from 2003 to 2005.

Age 52

Chairman of the Company since November 1984.
Chief Executive Officer of the Company from
November 1984 to December 2005.

Age 74

President and Chief Executive Officer of the
Company since January 2006. President and Chief
Operating Officer of the Company from February
1999 to December 2005. Director of Follett
Corporation from February 2005 to July 2011.

Age 51

2010

2011

1967

1999

2013

2014

2013

2014

1,195(2) *

422(3) *

1,420,454(4) 13.0%

817,270(5) 7.5%
(6)

10
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Principal Occupation, Business Year of Number and Percent
First of Shares of Common
Experience and Other Directorships Election as Term Stock Beneficially
Name of Director During the Past Five Years, and Age Director Expires Owned(1)
Edward J. Wehmer President, Chief Executive Officer and founder of 2003 2013 13,434(7) *

Wintrust Financial Corporation, a financial services
company, since May 1998. Prior to May 1998,
President and Chief Operating Officer of Wintrust
Financial Corporation since its formation in 1996.
Director of Wintrust Financial Corporation.
Involved in several charitable and professional
organizations.

Age 57

*Less than one percent of outstanding shares of Common Stock.
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@
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See Note (1) to table under Nominees for Director.

Includes (a) 436 shares that the Director has the right to acquire within 60 days through the exercise of stock options granted pursuant to

the Company s stock option plans, and (b) 337 shares credited to the Director s account pursuant to the Stepan Company 2006 Incentive
Compensation Plan.

Includes 422 shares distributed to the Director pursuant to the Stepan Company 2011 Incentive Compensation Plan.

See Notes (3), (5) and (6) to tables under Security Ownership Security Ownership of Certain Beneficial Owners.

Includes 309,917 shares held by the Company s qualified plans and deemed beneficially owned by the Plan Committee, of which James
Hurlbutt, Gregory Servatius and F. Quinn Stepan, Jr. are members and employees of the Company. The Plan Committee selects the
investment manager of the Stepan Company Profit Sharing Trust under the terms of a Trust Agreement with Fidelity Management Trust
Company ( Fidelity ) effective July 1, 2011. The Plan Committee also selects the investment manager of the Stepan Company Trust for
Qualified Plans under the terms of a Trust Agreement effective December 1, 2011, with Bank of America, N.A. ( Bank of America ). Both
Fidelity and Bank of America expressly disclaim any beneficial ownership in the securities of these plans.

Includes (a) 187,890 shares that F. Quinn Stepan, Jr. has the right to acquire within 60 days through the exercise of stock options granted
pursuant to the Company s stock option plans, (b) 4,162 shares of Common Stock and 557 shares of Preferred Stock allocated to F. Quinn
Stepan, Jr. under the Employee Stock Ownership Plan IT ( ESOP II ), and (c) 44,327 shares credited to F. Quinn Stepan, Jr. s stock account
under the Management Incentive Plan (As Amended and Restated Effective January 1, 2010), (the Management Incentive Plan ). Amounts
credited to an employee s stock account will be paid to the employee at the time of separation of service from the Company as the
employee has elected under the provisions of the Management Incentive Plan. Also includes 31,950 shares pledged as security for two

bank loan agreements and 54,212 shares held in a margin account.

Includes (a) 5,595 shares that the Director has the right to acquire within 60 days through the exercise of stock options granted pursuant to
the Company s stock option plans, and (b) 3,217 shares credited to the Director s account pursuant to the Stepan Company 2006 Incentive
Compensation Plan.

Family Relationships

F. Quinn Stepan, Jr. is the son of F. Quinn Stepan.

11
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SECURITY OWNERSHIP

Security Ownership of Certain Beneficial Owners

As of February 24, 2012, the following persons were the only persons known to the Company to beneficially own more than five percent of the

Company s Common Stock:

Number of Shares of
Common Stock
Beneficially Owned(2)(6)

Voting and/or
Investment Power
Total
Name and Address(1) Sole Shared Shares
F. Quinn Stepan(4) 1,115,685(5) 304,769(3) 1,420,454
Royce & Associates, LLC(7) 877,234 877,234
BlackRock, Inc.(8) 628,399 628,399

Percentage of
Outstanding
Shares of

Common Stock

13.0%
8.0%
5.8%

As of February 24, 2012, the following persons were the only persons known to the Company to beneficially own more than five percent of the

Company s Preferred Stock:

Number of Shares of
Preferred Stock

Beneficially Owned(2)

Voting and/or

Investment Power

Percentage of
Outstanding
Shares of
Preferred Stock

Total
Name and Address(1) Sole Shared Shares
F. Quinn Stepan(4) 22,233 166,480(3) 188,713
Stepan Venture 11 0 166,480(3) 166,480
Mary Louise Wehman(4) 89,684 89,684
John A. Stepan(4) 76,872 76,872

Charlotte Stepan Shea(4) 35,244 35,244

36.4%
32.1%
17.3%
14.8%

6.8%

(1) Except as otherwise set forth in the footnotes below, the address of all persons named is Stepan Company, Edens Expressway and

Winnetka Road, Northfield, Illinois 60093.

(2) Represents number of shares beneficially owned as of February 24, 2012. The Company calculates the total number of shares of Common
Stock outstanding by assuming all shares of Preferred Stock are converted into Common Stock, and adding such amount to the number of
shares of Common Stock outstanding. In addition, number of shares owned includes shares held by the persons listed in the table, as
trustee or custodian for the benefit of children and family members if such trustee or custodian has voting or investment power and, with

respect to F. Quinn Stepan, shares held by the spouse of F. Quinn Stepan.
3)

12
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F. Quinn Stepan and Paul H. Stepan are managing partners of a family-owned limited partnership that is the sole general partner of another
family-owned limited partnership, Stepan Venture II, which owns 114,691 shares of Common Stock and 166,480 shares of Preferred
Stock. The partnership has pledged a total of 95,152 shares of Common Stock and 166,480 shares of Preferred Stock as security for a bank
loan agreement. The shares owned by the partnership are included in the tables for both F. Quinn Stepan and Stepan Venture II.

F. Quinn Stepan, Paul H. Stepan, John A. Stepan, Mary Louise Wehman and Charlotte Stepan Shea are the children of the late Mary
Louise Stepan and the late Alfred C. Stepan, Jr.

Includes (a) 40,462 shares of Common Stock and 9,421 shares of Preferred Stock allocated to F. Quinn Stepan under ESOP II, (b) 199,233
shares of Common Stock credited to F. Quinn Stepan s stock account under the Management Incentive Plan, (c) 60,053 shares which F.
Quinn Stepan has the right to acquire within 60 days through the exercise of stock options granted pursuant to the Company s stock option
plans, and (d) 94,740 shares of Common Stock pledged as security for a bank loan agreement.

Includes the number of shares of Common Stock that the specified person has the right to acquire by conversion of shares of Preferred
Stock beneficially owned by such person.

13
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As reported in a Schedule 13G/A filed with the Securities and Exchange Commission ( SEC ) on January 23, 2012, by Royce & Associates,
LLC, an investment adviser, 745 Fifth Avenue, New York, New York, 10151 ( Royce ). In the Schedule 13G/A, Royce reported that, as of
December 31, 2011, it had sole voting and dispositive power as to 877,234 shares.

As reported in a Schedule 13G/A filed with the SEC on February 13, 2012, by BlackRock, Inc., a parent holding company, 40 East 52"
Street, New York, New York, 10022 ( BlackRock ). In the Schedule 13G/A, BlackRock reported that, as of December 31, 2011, it had sole
voting and dispositive power as to 628,399 shares.

Security Ownership of Management

The following table sets forth, as of the close of business on February 24, 2012, the security ownership of each Executive Officer listed in the
Summary Compensation Table in this proxy statement, each Director and nominee for Director, and all Directors and Executive Officers as a

group:

Number and Percent
of Shares of Common

Stock Beneficially

Name Owned(1)

James E. Hurlbutt 336,064(2) 3.1%
Scott C. Mason 9,437(3) *
John V. Venegoni 35,547(4) i
F. Quinn Stepan 1,420,454(5) 13.0%
F. Quinn Stepan, Jr 817,270(6) 7.5%
Michael R. Boyce 1,195(7) *
Randall S. Dearth 0(8) i
Joaquin Delgado 422(9) *
Gregory E. Lawton 8,360(10) i
Edward J. Wehmer 13,434(11) *
All Directors and Executive Officers(12) 2,493,438 22.8%

* Less than one percent of outstanding shares of Common Stock.

€]

@

Number of shares for each Director, nominee for Director, and Executive Officer (and all Directors and Executive Officers as a group)
includes (a) shares of Common Stock owned by the spouse of each Director, nominee for Director, or Executive Officer, and shares held

by each Director, nominee for Director, or Executive Officer, or such person s spouse as trustee or custodian for the benefit of children and
family members if such trustee or custodian has voting or investment power, (b) shares of Common Stock that may be acquired within 60
days through the exercise of stock options granted pursuant to the Company s stock option plans or conversion of shares of Preferred Stock,
and (c) shares pledged as security by such Director, nominee for Director, or Executive Officer, or such person s family members. In
addition, the Company calculates the total number of shares of Common Stock outstanding by assuming all shares of Preferred Stock are
converted into Common Stock, and adding such amount to the number of shares of Common Stock outstanding.

Includes (a) 94 shares of Common Stock allocated to James E. Hurlbutt under ESOP 11, (b) 9,029 shares that James E. Hurlbutt has the

right to acquire within 60 days through the exercise of stock options granted pursuant to the Company s stock option plans, and (c) 8,836
shares credited to James E. Hurlbutt s stock account under the Management Incentive Plan. Also includes 309,917 shares in the Company s
qualified plans and deemed beneficially owned by the Plan Committee, of which James Hurlbutt, Gregory Servatius and F. Quinn Stepan,
Jr. are members and employees of the Company. The Plan Committee selects the investment manager of the Stepan Company Profit
Sharing Trust under the terms of a Trust Agreement with Fidelity effective July 1, 2011. The Plan Committee also selects the investment
manager of the Stepan Company Trust for Qualified Plans under the terms of a Trust Agreement effective December 1, 2011, with Bank of
America. Both Fidelity and Bank of America expressly disclaim any beneficial ownership in the securities of these plans.

14
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(3) Includes (a) 187 shares of Common Stock allocated to Scott C. Mason under ESOP 11, and (b) 4,684 shares that Scott C. Mason has the
right to acquire within 60 days through the exercise of stock options granted pursuant to the Company s stock option plans.

(4) Includes (a) 4,169 shares of Common Stock and 526 shares of Preferred Stock allocated to John V. Venegoni under ESOP II, (b) 5,193
shares that John V. Venegoni has the right to acquire within 60 days through the exercise of stock options granted pursuant to the
Company s stock option plans, and (c) 13,116 shares credited to John V. Venegoni s stock account under the Management Incentive Plan.

(5) See Note (4) to table under Directors Whose Terms Continue.

(6) See Notes (5) and (6) to table under Directors Whose Terms Continue.

(7) See Note (2) to table under Directors Whose Terms Continue.

(8) Mr. Dearth is a Nominee for Director.

(9) See Note (3) to table under Directors Whose Terms Continue.

(10) See Note (2) to table under Nominees for Director.

(11) See Note (7) to table under Directors Whose Terms Continue.

(12) As of February 24, 2012, all Directors and Executive Officers as a group beneficially owned 191,010 shares of Preferred Stock, including
11,718 shares of Preferred Stock allocated to Company-employed Directors and Executive Officers under ESOP II, and which collectively
represented 36.8% of the outstanding shares of Preferred Stock and were convertible into 218,085 shares (2.0%) of Common Stock. As of
February 24, 2012, Company-employed Directors and Executive Officers as a group had the right to acquire 337,025 shares of Common
Stock under stock options exercisable within 60 days, 59,679 shares of Common Stock allocated to them under ESOP II, and 287,104
shares of Common Stock credited to their stock accounts under the Management Incentive Plan.

Equity Compensation Plan Information

The following table provides information as of December 31, 2011, about the Company s securities that may be issued under the Company s
existing equity compensation plans, all of which have been approved by the stockholders:

Number of securities
remaining available for

Number of securities to future issuance under equity
be issued upon exercise Weighted-average exercise compensation plans
of outstanding options, price of outstanding options, (excluding securities
Plan Category warrants and rights warrants and rights reflected in column (a))
(a) (b) (©

Equity compensation plans

approved by security holders 601,648 $37.57 1,297,890(1)
Equity compensation plans not

approved by security holders

Total 601,648 $37.57 1,297,890

(1) Under the Company s existing equity compensation plans, shares may be issued in the form of performance stock awards as awarded by the
Compensation and Development Committee of the Board of Directors.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 and the rules thereunder require the Company s Executive Officers and Directors, and
persons who own more than 10 percent of the Common Stock or Preferred Stock, to file reports of beneficial ownership and changes in
beneficial ownership of Common Stock or Preferred Stock with the SEC, the New York Stock Exchange, the Chicago Stock Exchange and the
Company. Based solely upon a review of the copies of such forms received by it during or with respect to its most recent fiscal year, or written
representations from certain reporting persons, the Company believes that all such required reports have been timely filed except for one late
report for one transaction for one Company Executive Officer, Mr. Robert J. Wood, due to an inadvertent error omitting the reporting of a 2007

15
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sale of stock which was reported on a Form 4 upon discovery of the error.

16
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Policies and Procedures for Approving Related Person Transactions

The Company adopted a written policy entitled Stepan Company Related Party Transactions Policy and Procedures which was initially approved
by the Audit Committee of the Board of Directors in February 2007, and has been annually reviewed by the Audit Committee at each subsequent
February meeting ( Related Party Transactions Policy ). This policy applies to transactions ( Related Party Transactions ) involving the Company
and a Related Party, which is defined as a person or entity who is a Company executive officer, Director, or nominee for election as a Director,

or a beneficial owner of 5% or more of the Company s stock, or an immediate family member of these persons. The Related Party Transactions
Policy states that the Company will enter into or ratify Related Party Transactions only when the Board of Directors, acting through the Audit
Committee or as otherwise set forth in the Related Party Transactions Policy, approves the Related Party Transaction after determining that it is

in, or is not inconsistent with, the best interests of the Company and its stockholders. The Audit Committee will review the material facts of all
Related Party Transactions under the Related Party Transactions Policy, as discussed below, in order to make such determination and to decide
whether to approve or disapprove such Related Party Transaction. No Director may participate in any discussion or approval of a Related Party
Transaction for which he or she is a Related Party, except that the Director must provide any material information concerning the Related Party
Transaction requested by the Audit Committee.

As set forth in the Related Party Transactions Policy, the Audit Committee has reviewed and approved certain types of Related Party
Transactions and determined that the following types of Related Party Transactions will be generally deemed to be pre-approved under the terms
of the Related Party Transactions Policy without further review by the Audit Committee: employment of executive officers; director
compensation/reimbursement; transactions where all employees or stockholders receive proportional benefits; transactions with another
company at which a Related Party s only relationship is as an employee (other than as an executive officer) or director of that company or
beneficial owner of less than 10% of that company s shares, if the aggregate amount involved does not exceed the greater of $1 million or 2% of
that company s total annual revenues; and certain Company charitable contributions to charitable or non-profit organizations if the Related Party s
only relationship is as an employee (other than as an executive officer) or a director or acting in a similar capacity at that organization, if the
aggregate amount involved does not exceed the greater of $1 million or 2% of that organization s total annual receipts. In addition, the Board of
Directors has delegated to the Audit Committee Chairman the authority to approve or ratify any Related Party Transaction with a Related Party
in which the aggregate amount involved is expected to be less than $120,000. All other Related Party Transactions must be approved by the
Audit Committee pursuant to the procedures discussed below.

At each calendar year s first regularly scheduled Audit Committee meeting, the Company s management will submit for the Audit Committee s
consideration any Related Party Transaction it would like the Company to enter into during that calendar year, including the proposed aggregate
value of such transaction, as applicable. After the first calendar year meeting, any additional Related Party Transactions must be submitted to the
Audit Committee for approval. If the Audit Committee determines that a proposed transaction exceeds $120,000 and is a Related Party
Transaction that requires review and approval by the Audit Committee, the proposed Related Party Transaction and relevant factors will be
reviewed by the Audit Committee. Such factors considered by the Audit Committee for its evaluation of a Related Party Transaction include the
Related Party s relationship to the Company and the Related Party s interest in the transaction; the material facts of the proposed Related Party
Transaction, including the proposed aggregate value of the transaction; the benefits to the Company of the proposed Related Party Transaction;
if applicable, the availability of other sources of comparable products or services; and an assessment of whether the terms of the proposed
Related Party Transaction are comparable to the terms available to an unrelated third party or to employees generally, as applicable. For ongoing
transactions, the Audit Committee will take into consideration the Company s contractual obligations under the transactions and, based on all
available relevant facts and circumstances, determine if the Related Party Transaction remains in the best interests of the Company and its
stockholders. After review, the Audit Committee will approve or disapprove such transactions and at each subsequently scheduled meeting, the
Company will update the Audit Committee as to any material change to those transactions.
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In the event the Company s Chief Executive Officer, Chief Financial Officer or General Counsel becomes aware of a Related Party Transaction
that has not been previously approved or ratified under the Related Party Transactions Policy pursuant to the above procedures, if the transaction
is pending, it will be submitted to the Audit Committee promptly for its review based on the factors above. Based on its conclusions, the Audit
Committee will evaluate all options, including ratification, amendment or termination of the Related Party Transaction. If the transaction is
ongoing or has been completed, the Audit Committee will evaluate the transaction, taking into account the same factors described above, to
determine if rescission of the transaction is appropriate and will request that the General Counsel evaluate the Company s controls and
procedures to determine why the transaction was not submitted to the Audit Committee for prior approval pursuant to the Related Party
Transactions Policy and whether any changes to these procedures are recommended.

Transactions with Related Persons, Promoters and Certain Control Persons

Mr. Richard Stepan (son of F. Quinn Stepan and brother of F. Quinn Stepan, Jr.) is a current Company employee at the Company s Northfield,
Illinois offices. Mr. Richard Stepan is neither a Company officer nor a Director or nominee for Director. As an employee of the Company,

Mr. Richard Stepan receives a base salary, short-term incentive compensation as appropriate for his position, and other regular and customary
employee benefits generally available to all Company employees. With respect to fiscal 2011, Mr. Richard Stepan was paid a base salary of
$137,440, bonus/incentive compensation of $19,711, and participated in other regular and customary employee benefit programs generally
available to all Company employees. Pursuant to the Company s Related Party Transactions Policy, the Audit Committee has reviewed this
transaction and has determined that it is in the best interests of the Company and its stockholders to permit the Company to continue to employ
Mr. Richard Stepan. Accordingly, the Audit Committee has approved this transaction under the Related Party Transactions Policy pursuant to
the procedures described above.

10
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CORPORATE GOVERNANCE PRINCIPLES AND BOARD MATTERS

Corporate Governance Guidelines and Code of Conduct

The Company is committed to having sound corporate governance principles and has adopted Corporate Governance Guidelines and a Code of
Conduct to maintain those principles. The Company s Code of Conduct applies to all of the Company s officers, directors and employees,
including the Company s Principal Executive Officer and Principal Financial Officer. The Company s Corporate Governance Guidelines and
Code of Conduct are available at http://www.stepan.com, under Investors Corporate Governance. Stockholders may also request a free printed
copy of the Company s Corporate Governance Guidelines and Code of Conduct by contacting the Company s Secretary at Stepan Company,
Secretary s Office, Edens Expressway and Winnetka Road, Northfield, Illinois 60093.

Board Committees

The Board of Directors has a standing Audit Committee, Compensation and Development Committee, and Nominating and Corporate
Governance Committee. All three committees are composed entirely of independent directors in accordance with the rules of the New York
Stock Exchange and as described below under Director Independence.

Audit Committee

The Audit Committee held six meetings in 2011. The responsibilities of the Audit Committee include annual selection and engagement of the
Company s independent registered public accounting firm, meeting with the Company s independent registered public accounting firm before the
year-end audit to review the proposed fees and scope of work of the audit, meeting with the Company s independent registered public accounting
firm at the completion of the year-end audit to review the results of the audits of the Company s financial statements and internal control over
financial reporting, meeting with the Company s independent registered public accounting firm prior to the Company s filing of each quarterly
report on Form 10-Q and the annual report on Form 10-K, review of the independent registered public accounting firm s communication setting
forth findings and suggestions regarding internal controls, financial policies and procedures and management s response to that communication,
review of the internal audit program of the Company, review of unusual or significant financial transactions, review and approval or disapproval
of Related Party Transactions pursuant to the Company s Related Party Transactions Policy, and preparation of an Audit Committee report as
required by the SEC to be included in this proxy statement.

The members of the Audit Committee in 2011 were Messrs. Michael Boyce, 