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PROD FITABIL

This report has bean prepared to sarve as a basic
reference for volume, price, costs, profitability
and potential of Monsanto's principal products,
Such products are listed alphabetically by division,
broken down between Sales (external) and Internal
Use, The products covered herein account for 85%
of the total domestic investment. The report will
be issued annually or otherwise updated for major
product additions, etc.

This information is extremely confidential and
ppecial safegquarde are recommended to maintain
sacurity.

All veturn figures are calculated on the investment,
volume, and profit on product sales made to outside
customers. <¢uantities of product indicated for
"Internal Use" are transferred as intermediate
materials to end products, Investment and cost

of intermediates are rolled forward to the end
product and included in the profitability of the
sale of end products to customers,

Sales are for the domestic divisions only, but
include their export sales. Product profitability

is based on “bivision Contribution™ (operating profit
befora any Central Office allocations) after apply~
ing the applicable pro-forma tax rate.

[Regults are shown for 1961~62-63 plus Budgat 1964,
and on a hypothetical basis of maximum output based
on 1964 capacity. Such maximum is shown only as an
approximation of current potantial, with no attempt
made to reflect any such results on intermediate
product coats,

-l-
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As a yardstick for viewing product profitability,
return on gross investment of the Company and each
division ie as follows,

Based on Net Income

Consolidated 4.9 4.7 4.6 4.9
parent Company (b) 5,1 4.8 4.6 4.8
Based on Divisional Contr,
Parent Company (b) 6.2 3.9 5.8 7.1
Agricultural 6.3 6,3 7.1 7.4
Chemstrand 0.0 10,4 9.4 10.8
Hydrocarbons 3.4 1,9 2.7 3.6
Inorganic 6.4 6.1 6.8 7.3
Organic 6.9 6.9 5.9 7.9
Plastics 2,7 2.6 1.7 2,6
fhawinigan - - 6.1 6.8
Gering - 2.4 3.0 3.7
Packaging - - {.2) 1.3

(a) Depreciation at straight-line.
Previcus years at S§YD. Change in-
creases 1964 Return by approximately
1/2 of 1% point.

(b) 1Including Domestic and Panamanian
Subsidiaries,

COn page ) there is a compilation of division returns
grouped to show the amount of inveatment in products
having a rate of return which is {(a) a loss, (b} low,
0-3%, {¢) low to company average, 3-5.8%, and (d)
above company average. The company average at 5.8%
is that of the Parent Company based on divisional-
contribution in 1963.

-2-
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URN_ON_INVEST

Divie
% Return at: Loss
0 to 3%
3 to 5.8%
Over 5.8%
Total
emstxand Pivision
% Return at: Loss
Q0 to 3%
3 to 5.8%
Over 5.8%
Total

Bydrocarbons pivision

% Return ats Loss
0 to 3%
3 to 5,.8%
Over 5.8%
Total
Inorganic Division
% Return at: Loss

0 to 2%
3 to 5.8%
Over 5,8%
Total
Qrganic Divjeion
% Return ats: Louss
0 to 3%
3 to 5.
Over 5.
Total

Plastjcs Pivisjion
% Return at: Loss
0 to %
Jto 5
Over §
Total
Combined Divisionpw#
% Return ata Loss
0 to 3
3 to 5.8%
Over 5.8%
Total

*  After Taxes at 52%

** Including Building Products, Gering, Packaging and Shawinigan

—d24.6
$ 489.7

-— 84,9
§ 254.5

$

§ 6.6
$ .1}
1.3

323
$ 12,7

§(1.7)

4.2
12

l2ed
§ 15.0

$ (3.6)
2.8
4.4

853.7
1,860.0

3.8

§
${10.2)
2.5
15.1

8.8
§ 96,2
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AGRICULTYRAL DIVISION

‘ Division profitability has been ($MM's)

Actual

1961 1962 1963
% Return on Investment AT 6.3 6.3 7.1
Gross Investment 119.4 136.2 144.0
Sales 68.1 73.7 Bl.7
Division Contribution BT 15.5 18.0 21.3
Div, Cont. as % of Sales 2.8 24.4 26.0
¢ Sales/$§ Investment .57 .54 .57

In 1963 {nvestment in the divisijons' products earned the following rates

of returns

Leas
0 to 3%
3 to 5.8%
Over 5.8%

Major products reported are:

Anponium Nitrate
Anhydrous Ammonia
MHA

Nitrie Acid-Concentrated
Nitrogen Solutions
Parathions

fandox Granular
Randex Liquid
ROgue

Santoquin Liquid
2,4-D Acid

2,4,5-T Acid

Urea Prills

% of Total
invesiment

2

-l ® D~y

1.
3.
3.
70.

These comprise B80% of the divisions' investment in 1963,

0633408
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{$ in Millions)

Actual 1964
1361 1962 1963 Buduet Cap'ty
Qross Invest, ~ Sales $38.9 36.8 35.6 40.7 42.1
Internal Use $§ .4 1.2 - 2.1 2.7 2,1
Total $a9. 38.0 37,7 43.4 44,2
For Sales:
% ROI (after tax) 5.1 6.1 6.4 5.9 8.0
gales §18.3 17.9 17.6 17.6 21.6
Gross Profit $ 5.6 5.9 6.0 6.2 B.4
SARE $ 1.8 1.2 1.3 1.4 1.7
Other Income & - - - - -
Division Contribution $ 4.1 4.7 4.7 4.8 6.7
As % of Sales:
Division Contribution 22.4 26,1 27.0 27.2 3.1
Gross Profit 30.7 33,0 33.9 35.4 38.7
SARE . 8.4 7.0 7.4 8.2 7.6
$ Sales/$ Investment .47 .49 .49 .43 .51
Selling Price/Ton $§ 58 §7 55 53 53
cost of Sales/ton $ 40 38 36 as 33
Capacity - M Tons 543 489 468 427 427
Exceas 222 162 132 76 -
Internal Use 3 10 17 22 22
sales L )E:] 317 ale 129 405

Sales volume of this product has remained conetant at capacity through
the last few years with a slight increase forecast for 1964, The
excess capacity shown represents the imbalance batween prilling
capability and available ammonia and nitric acid, The decrease shown
in the excess capacity reflects tha utilization of thess prilling
facilitiea to produce Mutrium, Return on investment has increased
from §,1% in 1961 to 6.4% in 1963, This has besn accomplished through
cost reductions which more than offset lower selling prices, Although
the return on investment is still not satisfactory, the high capital
already invested in nitrogen end products, and particularly in ammonium
nitrate, must be utilized as fully as possible to maximize the total
profits generated by the nitrogen complex. A unit of ammonia sold as
ammonium nitrate generates more gross profit and cash flow than the
sale of the unit of ammonia as such but the high investment in these
end-product facilities does not yield high return,

The MAC agricultural system now being devaloped to gell at the retail
level is expacted to provide overall improvement in the return.

=3 0633409
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ANHYDROUS AMMONIA
{$ in Millions)

i

td
2]

rr
{4

]

-
-
d
o
>

1961 62 1963 Budget Cap'ty
Gross Invest, - Sales $21.2 30.4 18,2 18,1 19.7
Internal Use $24.4 23,2 37.8 43,9 42.6
Total $45.6 53,6 56.0 62.0 62.3
For Sales:
¥ ROI (after tax) 8.5 . 7.5 10.4 9.5 10.6
Sales $11,2 13.0 10.7 9,9 11,2
Qross Profit $ 5.4 5.6 4.6 4.3 5.1
BARB $ .9 9 .8 .8 .9
Other Income § - - +1 - -
Division Contribution $ 4.5 4.7 3,9 3.5 4.2
As % of Bales: .
Division Contribution 40,2 36.1. 36.8 34,8 37.5
Gross Profit 48,6 42.8 431.8 42.9 45.3
SARE 8.5 7.0 7.4 B.2 7.9
$ Sales/$ Investment +53 .43 .59 +55 .57
Selling Price/Ton $ 69 66 68 71 n
cost of- 5ales/Ton $ 36 37 3a 41 3
Capacity - M Tons 454 5023 588 600 600
Excens - - 4 17 -
Internal Vse 292 304 427 443 443

Sales 162 199 157 140 157

Return on investment hae grown from B.5% in 1961 to 9.5% in 1964.

The actual improvement is greater thap 1% because 1961 included high
protit sales to Chemstrand, If the 1964 transfer of 75M tons were
to be shown us sales, 1964 return would be about 11%. Ammonia has
historically been a profitable product and this trend is expected to
continue 8ince the principal growth of ammenia sales is projected for
fertilization by direct application to the soil.

Selling prices of ammonia have atabilized and the projected balanced
supply and defmand situation will tend to maintain that stability.
The increase in average selling prices reflects the shift of ammonia
from industrial users to the direct application markets,

Major additiona to capacity, including the Muscatine Plant, have been
accomplished te increase 1961 capacity by one-third.

-B-
0633410

WATER_PCB-00039702



MRA
(% in Millions)

Actual
1961 1962 )96)

Groes Invest, - Sales 1.7
Internal Use § -~
Total $ 1.7
For Saless
% ROI (after tax) 18.4
galen $ 2.0
Qross Profit $1.0
SARE $ 3
Other Income $ -
Diviaion Contribution $ .7
A8 X of Sales;
Division Contribution 32.2
Gross Profit 47.4
SARE 15.3
$ Sales/§ Investment - 1,19
Selling Price/1b $1.08
Cost of Sales/lb $ .55
Capacity - MM 1lba 2.4
Excess .8
Internal Uss -
calss 1.9

1.9

1.8

31.0
47.0
16.0
1.49

1,02
54

3.9
-4

2.6

2"

2.9

30,3
4.1
13.8

.83

.97
.54

4.8
2.3

1964
Budget Cap'ty
1.0 33
3.0 3.3
15.5 22,1
2.7 4.4
1.2 2.0

) 4
.8 1.6
AN.3 4.9
44.7 45,1
13.3 0.2
.92 1.33
.91 .91
.50 .50
4.9 4.8
1.8 -
3,0 4.8

Return on investment ie 15,5X in 1964, down from 18.4% in 1961,

This is the result of significant price reductions following
reductions in the chief competitive product (D L Methionine).
addition, there has been strong price pressurs by competitive
manufacturers in Europs who have been importing into domestioc markets,

Cost reductions have bean able to offset only a portion of this prics

In

decline but expanded volume is expected in the futurs to bring a
gratifying increase in return, In spite of the somevhat depressed
stats of the poultry industry, increased product technology and
knowledge of application should result in these expected volume

increases being realiczed.

-7
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CORCENTRATED NITRIC ACID
(¢ in Millions)
Actual 1964

1961 1962 1963  Budget Cap'ty

Sross Invest. ~ Sales § 1.0 2.3 3.4 4.3 4.9
Internal Use § 1.4 1.6 1.5 1l .7
Total $ 2.4 .9 4.9 5.4 5.6
For Sales;

% ROI [after tax) {(2.0) 5.5 5.9 6.0 9.8
Sales $ .5 2,0 1.8 1.8 2.7
Grogs Profit $ - .4 .5 .7 1.2
SARE $ .1 .1 .1 .2 2

Other Incone g - - - - -
Division Contribution §( .1) .3 4 .5 1.0

As % of Sales: :
Division Contribution (7.8} 13.1 23,6 29,1  36.2
Groes Profit .8 20,1 3.0 37.4 43.3
SARR 8.5 7.0 7.4 8.2 7.1
§ Sales/$ Investment .52 .97 .52 .41 .54
Selling Price/Ton $ 59 67 65 55 53
Cost of Sales/Ton $ 58 54 45 35 31
Capacity - M Tons 11 47 45 58 $8

Excess {7) 12 2 16 -
Tnternal Use 12 15 16 10 10
Sales 6 20 27 32 48

Small quantities of concentrated nitric acid are s0ld to customers
aqd it is also used to strengthen regular nitric acid for sale as 42°
Bé. acid. The larger portion of sales {8 to Mobay under existing
long term contracts. Internal use is in the CGrganic Division for
manufacture of nitrated organic compounds, Both outlets are axpected
to grow at satisfactory rates.

Even though selling prices have declined from $59/ton in 1961 to a
forecasted §$55/ton in 1964, return on investment has improved to 6.0%.
This has been the effect of lower cost of our new regular and
1concentrated nitric acid plante installed over the last few years,
Because of the high ratic of fixed to total cost in these plants the
increased volume has lowered unit costs substantially and the future
growth in volume will further reduce these to provide a return on
‘investment of about 10%.

-8-
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L

($ in Millions)

Oross Invest. - Sales
Internal Use
Total

Yor Salem
% ROI (after tax)

gales

Oross Profit

SARE

Other Income

Pivision Contribution

As % of Sales:
Division Contribution
oross Profit
SARE

§ Bales/$§ Investment

Belling price/Ton
Cost of Sales/Ton

Capacity - M Tons
Excess
Intarnal Use
Bales

- Agtual
1961 1962 1963

$14.1
[
$l4.1

25.2
3.6
8.8
«50

¢ Ss2
$ 35

2o
184

136

15.6

15.6

27.8
4.4
7.0
.39

51
34

320
202

1la

15.2

15.2

6.2

6.7
2.4
4

2.0

29.5
36.6
T.4
44

48
30

290
150

-

140

1964
Budget Cap'ty
16.8 31.9
16,8 31,9
$.7 7.1
6.6 13.9
2.5 8.4
.8 9
1.9 4.5
29.0 32.6
3.2 39.1
8.2 6.5
.39 A4
48 48
30 29
290 290
152 -
138 290

Return on investment has remained relatively stable at about &X.

1964 return is projected at slightly lower because of highsr investment
charged par ton of ammonia contained.
the period covered (from §52/ton to $48/ton) but this has been mors

Selling prices have declined in

then offset by the lower cost which has the effect of slightly

increasing the per ton margin.

-9-
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PARATHIONS
{$ in Millions)

Actual 1964
196} 1962 1963 Budget Cap'ty
Groses Invest. ~ Sales $12.9 14.4 16,1 18.2 18,3
Internal Use § -~ - - ) .1
Total §l2,9 14.4 1l6.1 l6.3 18.4
For Sales:
% ROI (after tax) 9.8 1.1l.1 18.7 13.6 13.8
Sales $ 9.7 9.9 13.3 13.4 13.6
Gross Profit $ 4.0 4.9 7.0 6.8 6.9
SARE $ 1.5 1.5 1.9 1.8 1.8
Other Income s .1 - .1 - -
Diviaion Contribuntion $ 2.6 3.3 5.2 5.0 5.1
Az % of Bales:
Divieion Contribution 27.3 33,6 39.3 37.2 37.3
Groes Profit 41.7 49.4 52,6 50.4 50.4
SARE 15.3 16.0 13.8 13.3  13.2
§ Sales/§ Investment .75 .69 . .83 74 .75
Selling Price/lb 8 .62 .65 +67 .64 .64
coat of Sales/lb - $ .36 .33 .32 .32 .32
Capacity -MMlbs 18,0 20,4 19.% 21.4 21,4
Excass 2,3 - 5,1 {.5) W3 -
Internal Use - - - .3 © W3
Sales 15.7 15.3 20.0 20,8 21.1

Return on investment ls improving at an excellent rate from wnder

i0% in 1961 to 13.6% forecast for 1964. Evaen 1964 1s conservatively
stated since 1964 capital includes the $3.0MM expansion to 36.0MM/lbs.
per yveax, tha benefits of which will not be realized until 1985.

Yield and other manufacturing cost improvements over the last few
years have brought significant decreases in unit costs, Ths trend of
parathion sales prices has been upward for the last five years, how-
ever, price reductions are expected in the domestic market in the
future as tariffs are reduced or completely eliminated.

Dynamic growth in demand for these insecticides is expectad over the
next three to five years. Major insect pests are becoming resistant
to chlorinated hydrocarbon insecticides which will open significant

insecticide markets to parathion.

-10_
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‘RANDOX ORANULAR
{$ in Millions)

Actual 1964
1961 1962 1963  Budget Cep'ty
Gross Invest, - Sales $1.9 2,2 3.4 3.7 3.8
Intarnal Use § =~ - - - -
Total $ 1.9 2.2 3.4 3.7 3.0
For Balest
% ROI (after tax) 2.7 4.9 a.6 11.9 15.1
Bales $ 1.0 1.4 2,3 3.2 4.0
Gross Profit 8 .3 .4 .9 1.3 1.6
EARE 8§ .2 -2 3 -4 N
Other Income § = - - - -
Division Centribution $ .1 .2 & 9 1,1
As %X of Sales:
Division Contribution 11.2 15,9 26.8 27.7 29.0
gross Profit 26,6 31.9 40.6 41.0 40.6
SARE 15.3 16,0 13.8 13.3  11.6
$ Bales/§ Investment .51 .64 +67 .86 1.04
Selling Price/lb $ .30 .30 .32 32 32
Cost of Sales/1b § .22 20 a9 .19 .19
Capacity - MM 1lbs 12.4 12.4 12.4 12,4 12.4
Excess 9.2 7.7 5.2 2.6 -
Internal Use - - - - -
Salas 3.2 4.7 7.2 9.8 12.4

The raturn on investment has risen from marginal to sxoellent (2.7%
in 1961 to 11.9X forecast for 1964), Continued sales growth ias
expected at a rate of about 20% per year through 1968, This growth
is expected becausa of the good reputation Randox has devaloped for
consistent, effective weed control and crop safety. In addition,
tha market for pre-smergence herbicides has now matured and farmers
readily accept the concept of controlling wesds before they smerga.
New uses, auch as wesd control in sugar cane with Randox/2,4-D
mixtures, are being developed which will add meterielly to future
sales,

A new CDAA plant is being constructed at Muacatine replacing the
interim facilities at the Queeny plant. This new installation will
offer improvements in manufacturing costs and a locetion value of
being near the market center.

«ll-
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BANDOX LIQUID
{§ in Millions}

Actual 1964
1961 1962 1963 Budget Cap'ty

Gross Inveet. - Sales $ .8 .9 1.0 1.1 1,2
Internal Usa § = - - - -
Total $§ .8 .9 1.0 1,1 1,2
For Sales: . .
% ROI (after tax) 1.3 7.3 7.6 7.5 14.7
Sales $ .5 .8 N:] .7 1.3
Grosa Profit 35 .1 .3 .3 .3 .5
SARE $ .1 el .1 .1 .1
Other Income $ - - - - -
Division Contribution $ - ] .2 .2 .4
As % of Sales:
Division Contribution 4.1 17.2 19.3 22.5 26.4
Qross Profit 19.3 3.2 33.1 3s.e 35.8
SARE 15.3 16.0 13.8 13.3 9.4
% Sales/$ Investment .64 .88 .81 67  1l.11
Selling Price/Gal $5.34 %5.57 5.082 5.86 5.86
Cost of Sales/Gal $4.30 3.71 3.89 ' 3,760 3.76
Capacity - MM Gala 2 0.2 .2 .2 .2
Bxcess o1 .1 .1 .1 -
Internal Unse - - - - -
Sales e el .1 ol .2

This formulated herbicide has shown excellent growth with return on
investment increasing from 1.3% in 1961 to 7.5% in 1964. Sales of
the liguid material are.expected to grow but at a rate somewhat
lower than that of the Randox granule.

Sales prices have increased from an average of §5.34/gallon in 1961
to a forecasted average of $5:86/gallon in 1964, These prices are
generally based on the economic¢ valus to the farmer rather than
supply-damand factors and Randox can economically justify these
higher price lavels. '

o ~12-
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ROGUE
(% in Millions)

Actual 1964
1861 1962 1963  Budqet Cap'ty
Orosa Invest. -~ Sales § -~ 1.2 3.7 3.9 4.1
Internal Use § = - - - -
Potal § - 1.2 3,7 2.9 41
For Sales:
% ROX (after tax) - 9.6 19,9 2.6 29.5
Sales $§ - .6 2.1 2.9 3.9
Gross Profit $§ - .3 1.4 2.1 2.8
SARE $ - .1 .3 .4 .4
Other Income $§ - - - - -
Division Contribution $ - .2 1.1 1.7 2.4
As % of Sales:
Divieion Contribution - 44.6 53.7 57.8 60.0
Grows Profit - 60.7 67.% n.1 n.l
SARE - 16,0 13.s 13,3  11.1
$ Sales/$ Inveatment - .45 -1 .74 .95
Belling Price/Gal $§ - 10.77 10.80 10,38 10.38
Cost of Snles/Gal $ - 4,23 3,51 3.00 23,00
Capacity - MM Gals - .3 .4 .4 4
Excess - .2 '2 .1 -
Internal Use - - - - -
Bales - .1 .2 +3 4

This produci has made a spectacular contribution to division profits
and is forecast ms producing a 23.6% return on investment in 1964.
It has achioved widespread acceptance by rice growexs for post=
smergences treatment of barnyard grass and certain broadleaf waeds,
and has very littls compatition in this area.

The outlook for this product is favorable since it is improhable that
Rogue would hecoms obsolate due to superior performance of a newly
developed product. The possibility exists that a cheaper product
might be introduced; however, Rogua could still be profitable at a
lower price dus to Monsanto's basic position in the manufacture of
3-4-dichloroaniline.

~13 .
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SANTOQUIN LIQUID
($ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Groas Invest, - Fales § 1.2 1.7 2.4 2.6 3,5
Internal Use § .3 .7 .8 .7 2
Total § 1.5 2.4 ° 3.2° 3.3 3.7
For Sales:
% ROI (after tax) 10.3 16,7 17.8 22.4  34.7
Sales § 1.0 1.5 1.9 2.4 4.6
Groas Profit § .4 .8 1.1 1.8 2,9
SARE § .1 .2 .2 .3 4
Other Income § = - - - -
Division Contribution g .3 .6 .9 J1.2 2.5
As % of Sales:
Division Contribution 27.0 37.B  47.3 48.3 52,2
Gross Preofit 42.4 53.8 60.1 61.7 61,5
BARE 15.4 16,0 13.8 13.2 9.3
$ Sales/§ Investwent 80 .92 18 S 1.3
Selling Price/1b $1.10 1.08 1,04 1.04 1.04
Cost of S5ales/lb $ .63 .50 42 .40 <40
Capacity = MM 1lhs 5.4 5.0 5.0 5.4 $.4
Excess 4.0 2,8 2.3 2.2 -
' Internal Use . .5 .8 .9 9 .9
Sales . .9 1.4 1.8 2.3 4.5

Return on investment ham increased since 1961 to 17.8% in 1963 and
22.4% forecast for 1964. Increased volume and substantially reduced
costs have more than offset melling price raductionl to achieve these
results.

The reduction in costs reflect lower coats of Santoflex AW, production

afficiencien and the introduction of bulk product handling. Volume
increagses have been achieved by creating a profitable climate (by price
reductions) for distributors. This program has enabled Monsanto to
utllize the lervicel of natiocnally recognized prc-mix companies in
raaching the ‘desired markets.

Product acceptance hae been good and the outlook for the future is
e}tkemely favorable as research. claims that Santoquin is a superior

' feed antioxidant are documented by experience,

0633418 ~14-
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Gross Inveat, - Sales

Internal Use

Total

For 8ales;
% ROI (after tax)

Sales

Grosa Profit

SARE

Other Income

Division Contribution

An % of Eales:
Division Contribution
Gross Profit
SARE

§ Bales/$ Inveatment

Selling Price/lb
Coat of Salea/lb

Capacity - MM lbe
Excens
Internal Use
Sales

The 4.8% return on investment projected for 1964 represents a sharp
increase from the 1-2X lavels of earlier ysars,
come from lower costs resulting from the reduced cost of dichlorophencl
and its intermediates. A projected increases in sales volume will also

contribute.

Belling prices have remained relatively firm though some attrition
is recognized in the 1964 projection.
the commodity sale of this product is not spectacular but it is steady.
The developmunt of specialty weed herbicides im a factor which would

The futurs should show & greater share
of 2,4-D acid capacity being Aiverted to formulations with a resulting

tend to preclude rapid growth.

- increase in overall profits.

18-

. 4-D ACID
($ in Millions)

5.2
20.6
15.4

.83

§ .29
$ .22

2]1.6
6.4
8.3
2.9

18.3
3.6
13,3

.53

This increase will

The history of the growth in
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WATER_PCB-00039711



2 -

C

{($ in Millions)

Gross Inveat. - Sales

Foxr Sales:

Internal Use
Total

% ROI (after tax)

Gales
Groas Profit
SARE
Other Income

.

Division Contribution

As % of Sales:
Diviasion Contribution
Gross Brofit

SARE

§$ Seles/§ Investment

Selling Price/lb
Cost of Salea/lb

Capacity - MM 1lhs

Excess
Internal Use
_ Sales

Actual 1964
1961 1962 1963 Budget Cap'ty
$1.7 2.0 2.4 1.8 2.1
$ .4 .9 .4 1.0 .8
$2,1 2,9 2.8 2.8 2,9
3.1 4.2 (2.3) 9.3 11.6
$1.5 1.7 1.7 1.5 2,0
$ .3 .4 .1 N1 «7
5 .2 .2 .2 .2 .2
$§ - - - - -
§ .1 .2 (+1) .3 .5
7.6 .10.3 (7.0} , 22.6 24.4
23.0 26.3 6.8 3%5.9 35,7
15.4 16.0 13.8 13,3 11.3
.85 .8% .70 .82 .98
$ .93 .91 .84 .84  .e4
$ .72 .67 .79 54,54
2,2 2.2 2.8 4,0 4,0
A (.6) .3 .6 -
S 1.0 .6 1.6 1.6
1.6 1.8 1.9 1.8 2.4

Return 6n investment is proiected at 9.3% for 1964, up from 3,1% in
1961 and from the 2,3% loss in 1963,
the lower conts expected of the new plant installed in 1963 are

realized,

This increase will result as

sharp selling price reduction felt in 1963 (from 91 to 84 ¢/1b.).

This substantial cost reduction will more than offget the

The 1963 losa was the result of the aforementioned decreasss in selling
prices coupled with the cost of an extremely difficult and expensive
start=up of the new plant.

This is an established growing herbicide for control of brush and
It has an excellent cost/performance relationship and
will not be replaced in ite principal markets by any futurs product.
The cutlook for increased use in existing and newly developing

woody plants.

forestry markets is extremely favorable.

Moneanto costs have been

high and national capacity generally sold out so that the market has
never heen fully exploited.

0633420
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UREA PRILLS
($ in Millions)

Groes Invest. ~ Sales
Internal Usa
Total

For 8ales:
X ROI (after tax)

Sales

Gross Profit

SARE

Other Income

Division contribution

As X of Snles:
Division Contribution
aroes Profit
SARE

§¢ Sales/$ Investment

Salling Price/Ton
Cost of Sales/ron

Capacity - M Tons
Excess
Internal Use
Bales

Return on investment is increaaing to 4.4%X 4in 1964 from 2.3% in 1961.
Since selling prices have remzined relatively stable this improvement

Actyal 1964
196) 1962 1963  pudget Cap'ty
$ 4.9 5.1 5.4 8.1 8.3
§$ .2 - .1 4 .3
$ 5. 5.1 5.8 8.5 8.6
2.5 2.4 3.7 4.4 8.7
$ 2.8 3.4 3.0 3.1 3.7
$ .5 .S .6 1.0 1.2
$ .2 .2 2 .3 .3
g - - - - -
§ .3 .3 .4 .7 .9
9.3 7.7 4.0 23.2 25.6
17,8 14.7 20.9 31.4 33,5
8.4 7.0 7.4 8.2 7.7
.57 .66 .55 .38 .44
$ 79 a 78 78 78
§ 65 69 62 54 s2
40 40 49 49 49
4 (2} 10 -] -
2 - 1 2 2
34 42 3a 39 47

comas from & reduction in cost resulting from the increased volume
projected and the gradual elimination of purchased material,

In agriculture there is a growing awareness that urea is an economical
source of nitrogen, 1In rice it is rapidly becoming the pradominant

fertilizer since it is more efficient for aerial application and

leacher less rapidly in water.

~17-

The demand outlook for feed urea as a
protein supplement for ruminant cattle i{s favorable ae cattle population
in Texas and Oklahoma will increase and urea's principal competition,
soybean meal prices will remain high.
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CHEMSTRAND DIVISION

Division profitability has been ($MM's)

Actual 1964

1961 1962 1963 Budget
% Return on Investment AT 10,0 10.4 9.4 10.8
Gross Investment 339.0 400.3 489,7 550.0
Sales 225.6 263,83 285.0 312.7
Division Contribution BT 70.7 86.5 95.3 118.3
Div, Cont, as ¥ of Sales 31,3 32,6 33.4 37.8
§ Sales/§ Investment .67 .66 .58 .57

In 1963 investment in the divisions' products earned the following rates

of returni
% of Total
I nye l;mﬁﬂ;
Loss . .7
0 to I% -
3 to 5.8% 12,6
Over 5.8% ’ 86,7
Major products reported are:
zage
Acrilan - Total 18a
Acrilan - Carpet 19
Acrilan - Continuous Filament 20
Acrilan - Solution Dyed . 21
Acrilan - Textile 22
Nylon - Total 22a
Nylon - Industrial 23
Nylon - Textile 24
NHylon - Textured 25
Nylon ~ Tire 26

Theese comprise 100% of the divisions' investment in 1963.

. -18-
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= TOTA.
{$ in Millions)

Actual 1964
1961 1962 1963 pBudget Cap'ty
Qroas Invert,. - Bales $85.5 89.8 105.0 118.9 118.9
Internal Use 5§ - - - - -
Total $85.5 89.8 105.0 118.9 118.9
For Saless )
% ROXI (after tax) (.7 2.7 4.6 8.4 8.4
Sales $26.4 34.8 48.0 59.0 5§9.0
Oross Profit $ 9.6 17.1 23.4 ° 33.8B 33.8
BARE $12,1 12,7 14.5 15.3 15,3
Other Income $ .4 .7 1.2 1,5 1.5
Divieion Contribution $(2.1}) 5.1 10.1 20,0 20.0
Ae % of Gales:
Division Contribution (7.8) 14.6 21.1 33.9 33.9
Gross Profit 36.6 49.0 48,8 57.2 57.2
SARE 45.8 36.4 30.2 25.9 25.9
$ Sales/$ Invastment .31 .39 .46 .50 .50
Bellinyg Price/lb § .94 .84 .77 .80 .80
Cost of 8ales/lb $ .59 .43 .39 .34 .34
Capacity -~ MM lbs 59.4 60.9 67.8 74.0 74.0
Excess 31.2  19.3 5.5 - -
Internal Use - - - - -
Sales 28.2 41.6 62.3 74.0 74.0

The above figures reflect total Acrilan sales by Chemstrand including
fiberstock and by-products. The increase in ROI and § Bales/$ Invest-
ment reflact the increased volume. Price erosion has been effectively
combatted with greater cash raduction, yielding higher ratics on grose
profit as a percent of sales each year. Presently the major problem
is producing snough fiber to meet the demand, The approved expansicn
program will help meet this problem as well as reduce cost to nullify
price ercsion.

-l8a~-
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C. = CA
($ in Milliona)

Actual 1964
1961 1962 1263 Budget Cap'ty
Grosy Invest. - Sales $23.6 33,1 . §7.2 60.4 60.4
Internal Use $§ - - - - -
Total $23.6 33.1 57.2 60.4 60,4
For Sales;
% ROI (after tax) (2.1) 1.0 4,1 7.6 7.6
Sales $ 6.3 11.6 25.4 30.7 30.7
Gross Profit $ 1.8 5.2 12,3 17.0 17,0
SARE $ 3.0 4.8 B.2 8.7 8,7
Other Income $ .1 .3 .7 .9 .9
Division Contribution $(1.1) .? 4.8 9.2 9.2
As % of Sales;
Division Contribution (16.9) 5.8 19.0 29.9 29.9
Groes Profit 29.4 45.0 48.5 55.4 55.4
SARE 42,8 41.5 32.1 28.3 28.3
§ Sales/$ Investment .26 .35 44 .51 .51
Selling Price/lb $ .85 .73 .73 .73 .73
Cost of Sales/lb $ .60 .40 .37 .32 .32
Capacity -~ MM lbs 22.8 22.9 4.1 42,2 42,2
Excess 15.5 7.0 { .9) - -
Internal Use - - - - -
Sales 7.3 15.9 35.0 42,2 42,2

1962 - ROI at 1.0%. Investment increased 40% but contribution was a
gain compared to previous loss. Investment gain reflecting previously
increased facilities for carpet, Revenues up with large volume gain,
Prices somewhat lower with list price reductiona. Costs favorably
affected by large production volume gain.

1963 ~ ROI increased significantly to 4.1%. Investment continued up
with larger use of faclilities on carpet manufacture, Revenue mora
than doubled with volume gain at no price dacrease.

1964 Budget & Capacity - ROI again increasing to 7.6%. Volume of sales
and production expected to continue sizeable increases, Gain in con-
tribution afforded by increased revenues and lowered cost of salee per
pound,

7 ~19-
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ACRILAN = CONTINUOUS
[ § in Millions)

Actua) 1964
1961 1962 1963 Budget Cap'ty
Gross Invent, - Sales § - 3.4 4.7 4.7
Internal Use § = - - - -
Total s - 3.4 4.7 4.8

For BSales:
X ROI (after tax) -

(11.9) 2.0 2,0

Eales § - - .1 1.9 1.9
Gross Profit § - - (.8} 4 .4
SARE § - - - «2 W2
Othey Income $ - - - - -
Division Contribution 5§ - - (.8) .2 .2
As % of Salen; \
Division Contribution - - - 10,3 10,3
Qroes Profit - - - 20.4 20.4
BARE - - 11.8 11.1 11,1
$ Sales/§ Investment - - .02 .39 .39
Selling Frice/lk $ - - 2,13 1,85 1.8%
Cost of Eales/lb $ - - - 1.47 1,47
Capacity - MM lbs - - 5.0 1.0 1.0
Excessa - - 4.9 - -
Internal Use - - - - -
Sales - - X 1.0 1.0

1964 Budget & Capacity - 1963 loss opsration expect;d te yield small
contribution in 1964, Sweater program should provide a 2.1% ROI for
this product.
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ACRILAN = BOLUTION DYED
($ in Millions)

Actual 1964
1961 1962 1983 pudget Cap'ty
Gross Invest., - Sales $§2,7 8.1 4.5 6.2 6.2
Internal Use 5 = - - - -
Total $ 2.7 8.1 4.5 6.2 6,2
for Salesa;
% ROI (aftey tax) .6 3.8 4.5 5.8 5.8
Sales $ .8 2.7 2,0 2.4 2.4
Gross Profit $§ 3 1,3 .9 1.2 1.2
SARE § .3 .7 - .5 .5
Qther Income § - .1 - - -
Divisien Contribution $ = .7 .4 .7 .7
As % of Sales:
Pivision Contribution 4.2 23.9 20.7 29.5 29,5
Gross Profit 37.3 48,9 42.8 49,1 49.1
SARE 4.2 26,5 24.1 21.6 21.6
§ Sales/§ Investment .30 .34 .45 .39 .39
8elling Price/lb $1.19 1,15 .97 .95 .95
Coast of Sales/1b $ .78 .59 .55 .48 .48
Capacity - MM 1lbs 1.6 3.1 3.3 2.6 2.6
Excess .9 .7 1.2 - -
Internal Use - - - - -
Sales .7 2.4 2.1 2.6 2.6

1962 - ROI at 3.6% compared to previous year .6%. Large gain in
volume rasulted in increased divieion contribution with prica levela
holding and cost of sales {per lb,) down 21%.

1963 « ROI little changed at 4,5%. Investment and overhead down,

the rasult of thelr absorption by Acrilan carpet, profit contribution
down 35%, resulting from an 184/lb. decrease in selling price. Only
partially offset by a 4¢ decrease in costs.

1964 ~ ROI increases 1,3% to 5.8%. Division contribution up 70% as
the result of increased sales volume and lower costs, Only slightly
offset by dacreased prices,

-2l=
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IL

(¢ in Milliona)

Groma Invest, - Sales
Internal Use
Total

For Sales:
% ROI (after tax)

Salen

Grose Profit

SARE

Other Income
Division Contribution

As % of Salea;
Division Contribution
Gross Profit
SARE

§$ Sales/§ Investment

Selling Price/1b
Cost of Sales/lb

Capacity = MM lbe
Excess
Internal Use
Sales

1962 - ROI at 3,9% (no return previous year).

due to greater uge of facilities in carpet production.

with volume more than offsetting list price decrease.
significantly with increased production volume, lower raw material,

Actual 1964
1961 1962 1963 Budget Cap'ty
§59.2 48.5 39.9 47.5 47.5%
$§ - - - - -
$59,2 48.5 39.9 47.% 47.5
(.3) 3.9 6.8 9.6 9.6
$19.1 20.4 19,5 23.2  23.2
§ 7.4 10,5 10.6 14.4 14,4
$ 8.0 7.0 5.4 5.9 5.9
& .3 4 4 6 .6
$ (.3) 3.9 5.6 9.1 9.1
(1.7) 19.3 28,9 39.1 39,1
38,8 51.8 54.1 61.9 61,9
41.8 34.4 27.6 25.2 25,2
«32 42 .49 «49 .49
-§k.02 .87 .88 .82 .02
§ .62 .42 .40 .31 W31
35.0 35,0 25,3 28,3 28,1
16,2 11.8 3.3 - -
19,8 23.5 22.2 28.3 28.3
Investment decrease
Revenues up

Cost reduced

1963 - ROI up to 6.8%. Investment reduced but'generatinq 43% more
contribution. Investment continuing to reduce with facilities used

by carpet production,

of overhead to other Acrilan products.

1964 pudget & Capacity
up 19%, contribution 61%.

= ROI increasing to 9.6% (up 2.8%).

SARE expenses down due to greater allocation

Investment
Investment up with increasing level of

toxtile facility usage. Revenue up with volume gains more than off-

getting expected price srosion,

Coat decreases expected with decreased

. fixed cost levels asscciated with volume and improved efficienciea,

mdl=-
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- AL
($ in Milliona)
Actual 1964
1961 1962 1963 Pudget Cap 'ty
Gross Invest. - Sales $254.2 311.4 384.7 433.8 46l.2
Internal Use 5 - - - - -
Total $254.2 311.4 384.7 438.8 461.2
For Sales:
% ROI {after tax) 13.7 12.8 11,1 11.9 16.7
Balas $199.2 229.1 236.7 250.0 313.2
Groas Profit $ 96,3 108.9 116.0 130.9 18l.6
SARE § 23.5 26.9 27.7 28,2 28,2
Other Income § - .8 .7 .9 9
Division Contributien $ 72.8 82.8 B9.0 103.6 154.3
As % of Sales:
Divieion Contribution 36,5 36,1 37.6 41.4 49.2
Grose Profit 48,3 47,5 49.0 52.4 57.9
SARE - 11.8 11.8 11.7 11.3 9.0
§ 8ales/$ Investment .78 .74 .62 .58 .68
Selling Price/lb $1.25 1.28 1.20 1.16 1.16
Cost of Sales/lb $ .65 .67 .61 .55 .49
Capacity = MM lbs 180,2 197.0 251.0 270.0 270.0
Excesa 21.3 17.3 53,9 §5.3 -
Internal Use - - - - -
Sales 158.9 179.7 197.1 214.7 270.0

The above figures reflect total nylon sales by Chemstrand including
fibverstock and by-producte. The decreases in ROI and § Sales/$
Investment ratioe reflect the large allocation of Inveatment from
other divisions to Chematrand. The reduction in cost during 1963
reflacts the expansicn of capacity at the plants. The 1964 reduction
is primarily attributable to the completion of the royalty agreement
with Du Pont.. The present plans are to expand nylcon operations with
increased emphasis in the overseas area, The presently approved plant
expansions will further reduce our costa and should enable us to sup-
ply more than our domestic customere, SARE expenses will be reduced

as a percent. of sales, not being directly related to the sales revenue.

0633428
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KYLON - INDUSTRIAL
{$ in Millionsie

Actual 1964
1961 }1962 1963 pudqet Gap'ty
Gross Invest, - Sales $21.0 26.1 - 40.4 35.4 36.8
Internal Use § - - - - -
Total $21.0 26.1 40.4 35.4 36,8
For Sales:
% ROI (after tax) 12.6 9.6 5.5 6.4 10.1
Bales $15.% 17.1 20.3 17.2 17,5
Gross Profit $ 6.9 7.3 7.3 6.8 9.7
SARE $ 1.4 2.2 2.8 2,2 2.2
Cther Income $ - .1 1 - -
Division Contribution $ 5.5 5,2 4.6 4.6 7.5
As X of Salesa:
bivision Contribution 35.7 30.6 22,7 26.4 42,7
Groas Profit 44.5 43.0 35.9 39.3 55.4
SARE 8.8 11:2.9 13.6 2.9 12,8
§ Sales/§ Investment .74 .65 .50 .49 .47
Selling Prica/ldb $1.19 1.17 1,01 .97 .97
Cost of Sales/lb $ .66 .67 .65 .59 .43
Capacity - MM lbs 14.0 16.0 21,0 18.0 18,0
Excons l.0 1.4 1.0 .2 -
Internal Use - - - - -
Sales 13.0 4.6 20.0 17.8 1l8.0

1962 - ROI down 3.0% with investment increasing 25% and no gain in
division contribution. Investment increased with more facilities,
buy=in allocation, and outsids investments.

1363 - ROI almost halved {(down to 5.5%X). Investment up 55% with
contribution down slightly. Investment - greatly increased with
axpanded facilities and buy-in allocation. Revenues = up with highey
volume offsat partially with much lower sales prices.

1964 Budget - ROI up slightly to 6.4%. Investment off 12X with con-
tribution remaining about same. Investment down due to facilities
switch., Revenuss off slightly with reduced volume and prices, Cost
of sales reduced with improving manufacturing sfficiencies,.

1964 Capacity = ROI up considerably. Investment about same as
previous year with large contribution gain. Cost of sales reduced
to large degree by manufacture at standard yields and efficiency.
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QN -~ TEXTILE
{($ in Milliona)

Actual 1964

196) 1962 1963 PBudget Cap'ty
Groea Invest. - BSales 7 §137.4 164.0 213.1 250.7 263.4

Internal Use § - - - - -
Total §137.4 164.0 213.1 250.7 2631.4

For Hales:

% ROI (after tax) 17.2 16.4 12.9 13.7 17.9
Sales 1l 126.1 130.0 134,8 162.4

§111.2
Gress Profit § 56.8 66.4 67.4 78,7 104.1
SARE § 7.7 11.1 10.5 10.7 10.7
Other Income $ - .6 .5 .9 .9
Division Contribution § 49.1, 55.9 57.4 68.9 94,3

As X of Salaa:

Division Contribution 44.2  44.4 44,2 §1.1 58.1
Gross Profit 51.1 52.7 51.8 58.3 64,1
SARE | 6.9 8.8 8,1 1.9 6.6
§ Gales/§ Investment .81 .77 .61 .54 .62
gelling Price/lb $1.83 1,81 1.74 1.64 1.64
Cost of Sales/lb $ .90 .86 .84 .68 .59
Capacity = MM lbs §5.0 70.0 88.0 99.0 9%.0
Excess 4.1 L3 a3y 17.0 -
Internal Use - - - - -
Sales 60.7 69.7 74,7 82.0 99,0

1962 « RCI down slightly (.8X). Investment increase of 20% with con-
tribution up only 14%. Investment - increased plant and outaide
investments. Revenues ~ wolume up but price down 2¢. Cost of sales
down 4¢, but BARE up significantly with increased selling, advertising,
and Jevelopment axpenses,

3363 - ROI down by 3,5%. Investment up 30% but contribution up only 3%.
Investment -~ large increases in plant facilities and buy-in allocation,
Revenues =~ about same as 1962 with price decrease of 4%. Cost of sales
had only minor decrease (2¢).

1964 Pudget - ROI up 0.8% to 13.7%. Investment increased 18% with con-
tribution alightly exceeding at 20X. Investment - increased plant
facilities and large outside investment. Revenues - volume increase
significant but almoat offset by anticipated price decreasa {(10¢/1b).
Cost of sales to drop substantitally with increased efficiencies, higher
preduction volume.

1964 Capacity - ROI would increase to above 1961 level (17.9%).
Investment up 5% but contribution up by 37%. Capacity operation would
increase potential sales volume, decrease coats with production volume
gains and standard operating efficiencles.

-24=
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ON_= TEXTURE!
{$ in Millicns)

Actual 1964
1961 1962 1963 PBudget Cap't
Gross Invest. - Sales §22.6 32.5 26.3 35.1 36.4
Internal Use s - - - - -
Total $22.6 32,5 26.3 35.1 36.4
For Sales;
% ROI {(after tax) 16.8 13.7 8.8 9.3 12.6
gales glB.4 23,0 15.1 16,5 20.0
Gross Profit $ 9.3 11.5 6.3 8.3 10.9
SARE $ 1.4 2.2 1.5 1.8 1,7
Other Income $ - - - - -
pivision Contribution $ 7.9 9.3 4.8 6.5 9.2
As % of Bales:
Division Contribution 43.) 40.4 3l.8 39.% 46.0
Gross Profit 50.5 $0.0 41.6 50.1 54.7
SARE 7.5 9.7 9.9 10.6 8.8
¢ Bales/§ Investment ) .81 71 +58 47 .55
Selling Price/lb §1.44 1.44 1.36 1,18 1.18
Coat of &mles/lh $ .71 .72 .79 .59 .53
Capacity = MM lbs 17.2 23,0 17.0 1.0 17.¢
Bxcess 4.4 7.0 5.9 3.0 -
Internal Use - - - - -
Sales 12.8 16.0 11.1 14,0 17.0

1962 - ROI down significantly (3.1%). Lnvestment up 44% with contribution
increase up only 18%. Investment - plant and ocuteide investment increasesr
Revenues - highest of any period with volume up and prices stable. Cost
of sales increase slightly with BARE expenses up sharply due to increases
in advertising, selling and development expenses,

1963 - ROI down drastically to 8.8%. Investment off 19X but contribution
only one-half of previous year. Investment - off with facilities switch.
Revenues - off sharply with volume decrease and reducad selling prices.
Cost of sales per pound up 10% with lower volume.

et - ROI about same as 1963. Investment up primarily through
increased plant and outside investment. Revenues about Bame as previous
year with volume increase offset by price drop, Cost of sales down
drastically with production volume up and efficiencies improving.

1964 Capacity - RO! up by 3.3%. Investment 4% above budget level with
contribution up 41%, Revenues up- $3.5MM, result of increased sales
volume but costs down with production volume increases and efficiency
gains.
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o8 _~ TI
{$ in Millions)

Actual 1964
1961 1962 1963 Budqget Cap'ty
Gross Invest. - Sales $73.3 88,8 104.9 112.6 124.6
Internal Use $ - - - - -
Total $73.3 88,8 104.9 112.6 124.6
For Sales:
% ROXI (after tax) 8.8 6.7 6.0 7.7 16.5
Sales §43.3 45.8 47.5 51,6 8l.7
Groes Profit §$18.3 19.3 19,9 24.8 48.7
SARE $ 4.8 6.9 6.9 7.5 7.5
Other Income $ - .1 - - -
Bivision Contribution $13.5  12.5 13.0 17.3  4l.2
As %X of Gales:
Pivision Contribution 31.2  27.2 27.4 33.5 50.5
Gross Profit 42.2 42.1 41.9 48,0 59.6
SARE 11.2 15.0 14.5 14.6 9.2
§ Sales/§ Investment . .59 .52 45 .46 .68
Selling Price/lb $ .91 .91 .91 .86 .86
Coat of Sales/lL $ .52 .53 .53 .45 .35
Capacity = MM 1hs $9.0 59,0 86.0 95.0 95.0
Excess 11.4 8.8 33.7 35.0 -
Internal Use - - - - -
Sales 47.8 50,2 52,3 60.0 95.0

1962 = ROI down 2,1% with increased investment and a lcaa in contri-
bution position, Investment up 21% for facility, buy=-in, and outeide
investment. Cost and prices about same as previous year.

1963 - ROI down slightly to 6.0%. Investment increased 18%.
Contribution about same as previous year with little change in cost
of spales and prices.

1964 Budget - ROI increases to 7.7%. Investment not significantly
increased - contribution up 33%. Revenues up greatly with large
volume gain offset some by price decrease. Cost of sales down 8¢
with better facility utilization.

1964 Capacity - ROI increases to 16,5% as the reault of a 58% increase
in sales volume and a 10¢/1b. cost reduction resulting from more
efficient utilization of facilities.

0633432
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OCARBONS DIVISION

Division profitability has been ($MM's)

Actual 1964

1961 1962 1963 Budget
% Return on Investment AT 3.4 1.9 2.7 3,6
Gross Investment 250.1 244.0 251.5 256.0
Gales 130.4 127.8 148.0 155.7
Division Contribution BT 14.4 6.8 12,3 16,1
Div. Cont. as % of Salea 11.0 5.3 B.3 10,3
§ Sales/$ Investment .52 .52 " .89 .61

In 1963 investment in the divisions' products earned the following rates

of return:

Loss
0 to 3%
3to 5

Over §

Major products reported are:

Acrylonitrile

Butadiene

Ethylene & Co-Products
Production & Exploration
Refinery

Station Marketing
Styrene Monomer

vinyl Acetate Monomer
Vvinyl Chloride Monomer
All Other Monomers

% of Total
Investmont

26.8
12.3
44.9
16.0

These comprise l00% of the divisions' investment in 1963.

0633433
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ACRYTONITRILE
{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'
Gross Invest. - SBales $37.4 24.9 26.8 26.3 26.3
Internal Use $ 3.0 18.6 19.5 25.0 25.0
Total $40.4 43.5 © 46.3 1.3 51,3
For Sales:

% ROI (after tax) (1.8) 1.8 2.9 1.4 1.4
sales $ 8.6 9.1 11.4 10.3 10.3
Groas Profit $ (.2) 1.3 1.9 1.2 1.2
BARE §1.2 .6 .6 .6 .6
Other Income § .2 .1 .3 .1 .1
Diviasion Contributioen $(1,2) .8 1,6 .7 .7

As % of Bales:
Pivision Contribution (14.2) B.8 14,3 7.2 7.2
Gross Profit (3.1) 1:4.6 16.7 11.8 11.8
BARE 13.4 6.8 5.3 5.7 5.7
$ Bales/$ Investment .20 .40 .40 .40 .40
gelling Price/ld $.173  ,147 .145 Jd43 (143
Cost of Sales/lb $.181 125 121 126 126
Capacity ~ MM lbs 90.0 97.5 105.0 110,1 110.1
Excess 45.1 (5.6) (35.3) (33.7) (33.7)
Internal Use 1.1Q0) 48.0 65.5 76,0 76.0
Bales 43.8 S55.1 4.8 67.8 67,8

{1} Chemstrand requirements of 23.9 MM lbs included in sales.

Demand mushroomed throughout 1963, forcing sustained high rates of
operation. Increased world-wide acceptance of Acrilan, plus the
decision to use acrylonitrile via new chemistry as a nylon inter-
mediate and growth in plastics use, forced a December decision to
build a new plant, This reflects as an investment increase in the
1964 budget., '

For 1964 Monsanto continues to buy, sell, and use acrylonitrile to
maintain our position of dominance in this chemical, As demand
surged beyond supply, it is necessary to allocate acrylonitrile to
both captive and cutside users. Selling prices will exceed hudget,
due to the price rise occurring after budgets were cast. Unit
costs are up, due to higher purchase price of resale acrylonitrile
and increased use of purchased acetylens at Texas City.

The new plant is scheduled to be on stream in the firet quarter of
1965.
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E]

($ in Millions)

Grops .Invest. - Sales
Internal Uss
Total

For Sales: ,
% ROI (after tdx)

Sales
Gross Profit
BARE
Other Income
Division Contribution

Ap % of Salesg
Division Contribution
Gross Preofit
SARE

$ Sales/$ Investment

S8elling Price/lb
Cost of Sales/lb

Capacity - MM lbs
Excess
Internal Une
Sales

1963 was the firet full year of production in Chocolate Bayou.

< 4n o 45 -0

1 n

Actual

1961 1962 1963 PBudget Cap'ty
- 12,7 9.8 10.9
- - - 4
- 12,7 9.9 11,3
- (2.6) (2.9) 1.8
- 1.6 6.3 7.1
- (.7) (.3) .9
- - .3 .5
- (.7 {.6) .4
- {42.7) (9.1) 5,9
- {42.3) (4.7) 5.5
- .6 4.4, 6.7
- .10 .60 .70
- 100 .094 .091
- .142  .098 .080
- 13.3 80,6 80.6
- (2.6) 10.3 -
- - 3.5 3.0
- 15.9  66.8 - 77.6

Volume improvements in 1964, and general improvements in Chocolate

Bayou operations contribute to coat reductions in 1964, and a marked
profit improvement despite lower selling prices.

A significant
portion of the volume will be achieved by conversion of other C4's.

For ths future, continued price pressure:is predicted, although the

bottom is expected to be near.
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E ~P 5
{$ in Millions)

Actual 1964
196) 1962 196) pudget cap'ty
Gross Invest. - Sales $ 57.8 33,8 33,3 32.6 33,6
Internal Vee . § - §5.8 - 62.7 63.1 63.1
' Total $ 57.8 89.6 96.0 95.7 96.7
For Gales:
% ROY (after tax) (.1) (10.8) ( 5.8) {(1.2) 4.7
Sales § 1.9 3.9 13,3 18.23 26.4
Gross Profit § 1.9 (5.3} (2.8) .7 4.7
SARE $ 2.0 2,3 1.4 1.7 1.8
Qther Inceme § = - o2 .2 W2
Division Comstribution $ (.1) (7.8) (4.0) (.8) 3.1
As % of 8ales:
Division Contribution {.5%) - {30.4) {4.4) 11.9
Gross Profit 132.9 - (21.3) .7 17.9
SARE 14.8 60.% 10.4 9.0 6.6
§ Sales/§ Investment .20 .10 .40 .60 80
Selling Pxice/lb Ethylens § 051 - 048 045 .04%
Cost of Sales/lF Ethylens § .044 - 048 041 .039%
Capacity - MM 1bs Ethylens 165.0 248.3 601.4 601L.4 601.4
Excess Ethylene (107.8) {B87.6) 144.9 67.5% -
Internal Use Ethylene -~ 335.9 399.9 451,3 451.)
sales _ Ethylens 272.8Q) - $6.6  92.6 150.1

(1) All Interdivision Bales.

A multiplicity of plant performance problems led to continuing losses
in 1963. Quality problams plus unexpectedly high volumes of some of
the lsss valuable products aleo depresssed sales, Significant volumes
ware sold at disposal prices. ’

Technical effort was high throughout the year and certain of the
problems ars responding favorably. Hence improvemsnt in operations
and higher volumes are forecasted to produce a marked improvement in
the profit picture, but coupled with continued price erosion, a net
loss is again forecast, While a massive effort continues to improve
the eituation, no dramatic changes are expscted, as the ille are due
to such a variety and number of problems.
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¢TI0 EXPLORATION
{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty

Gross Invest, - Bales $72.4 72.3 . 4.3 Bl.9

Internal Use $ = - - -

Total $72.4 72,3 74.3 81.9

For Sales:

% ROI {after tax) 7.2 4.2 3.6 3.7
Sales $27.5 24,0 23.7 24.0
Groas Profit $ 5.4 1.6 3,0 2,7
BARE $ 7 .4 .5 5

Other Income § - - - -
Depletion etc. Tax Credit $ 3.0 2.4 1.4 2.0
Diviaion Centribution $ 7.7 3.6 3.9 4.2

As % of Sales;

Division Contribution 28,0 15,1 16.6 17.3
Gross Profit 19.7 6,5 12,6 11.4
SARE 2.4 1.7 2,2 2,3
§ Sales/§ Investment .40 .30 .30 30
Bales - Crude 04l - MM Bbls 8.0 7.0 6.5 6.3
Ratural Gas - MM MCP 22.6 23,1 27,2 32.0
LPG - MM Bbls .9 .8 .7 .7

Profits were adversely affected because (1) revenue was down due to
several important pressure maintenance projects performing at lower
than anticipated levels; (2) relatively high rates of natural decline
in productivity from Mon Ven's property: (3) less than satisfactoxy
exploration program which failed to provide adequate opportunities

for high revenue producing development drilling; (4) loss in income
tax credits) and (5) reduetion in price of crude oil,

Costs were reduced as a result of significant economies overhead

and operating expenses. During the next three years it is not antic-
ipated that changes made in our programs will provide noticeable
improvement in either profits or % ROI above the 1963 levael,
Improvements will issue from increased revenues from both the pressure
maintenance program on Mon Ven's property and gas sales from reserves
now awajiting market. Among the principal problems are competition
for both exploration prospects and producing property acquisitions
and the cost price squeeze.

Plans for improvement are (1} the application of improved expleration
techniques; (2) increased emphasis on new oil recovery methods; and
{3) producing property acquisitions,

0633437
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REFINERY
($ in Millions}

Actual 1964
1961 1962 1953  Budget Cap'ty
Gross Invest., - Bales $36.2 135.4 38.6 37.3  37.3
Internal UYse § - 1.2 1.2 1.2 1.2
Total §36.2 36.6 39.8 38.5 38.5
For Sales: .
% ROI {after tax) .7 3.0 3.8 4.8 4.8
Sales £58,2 54.4 58.5 59.4 59.4
Gross Profit $ 1.8 3,3 4.1 4.8 4.8
SARE $ 1.3 1.1 1.1 1.2 1.2
Other Income $ = - - - -
pivieion Contribution § .5 2.2 3.0 3.6 3.6
As ¥ of Balaes)
Divieion Contribution .9 4.1 5.2 6.1 6.1
Grose Profit 3.0 6.1 6.9 8.0 8.0
SARE 2,2 2.0 1.8 2.0 2.0
% Sales/$ Investment 1.50 1.50 1,60 1.60 1.60
Selling Price/bbl $4.08 4,05 4.08 4.10 4.10
Coat of Sules/bbl $3.97 3.80 3,78 .74 3.74
Bales -~ Refined Oile - MM bbls 12.9 12.2 12.5 12.5 12.5%

Improvement in profitability is due primarily to a decrease of 12¢
per bbl. in price of crude in 1962 and a gradual increame in shars
of import quota being eredited to refinery operations. Selling
prices have declined but on average an overall gain of about 24

per bbl, in sales ravenus has besn effected by improved product mix.
With V.8, refining capacity estimated to exceed demand by 15-20%
for the next five years, there is little likelihood of material
price improvement for gasolins, middle distillates and residual fuel
which comprise 80X of refinery production. Biggest opportunity for
improving profitability lies in projected growth of paving and
specialty grades of asphalt and better market melectivity for gaso-
line and diesel fuel, Chances for improved asphalt profitability
are axcellent due to proximity of low cest but high quality asphalt
crude and manufacturing know-how. Better market selectivity for
gasoline and diesel fuel can only be achieved through expansion of
station marketing facilities. This is being done but invelves our
gaining greater share of highly competitive market in areas favor-
able to refinery from transportation cost standpoint and will of
necesslty require sevaral years. Basic weaknesses are limited to
refining capacity and raplid obsolescence of proceeses.

N
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TATT

BKET IN

($ in Millions)

Gross Invest., -~ Sales
Internal Use
Total

For Bales:
% ROI (after tax)

Salea

Grose Profit

S8ARE

Other Incuwe
Division Contribution

As % of Sales:
Division Contribution
Gross Profit
SARE

§ Salea/§ Investment

selling Price/Gal
Cost of 5ales/Gal
8ales - MM Gals

Actual 1964
1961 1962 1963 Ppudgat Cap'ty
$16.3 16.3 17.8 i1s.0
§ = - - -
$16.3 16.3 17.8 18.0
(1.5) (2.9 {.3) .6
$22,8 23,3 25.0 27.5
§$ 3.4 3,3 4.7 5,2
$ 3.9 4,4 4.7 5.0
§ - .1 - -
$ (.5) 1.0) - .2
(2.2) (4.2) {.1) 1.1
4.6 14.3 18.8 18,9
17.3 18,7 19.0 18,3
1,40 1.40 1.40 1.50
$.141 ,139 144 147
$.120 120 117 .119
153.7 158.9 166.0 179.2

Blight improvement in profitability has resulted from increased
stles volume - 17% since 1961 - and an improvement of 1/2¢ gallon

in weignted Average unit selling price.

Both were practically

offeet by increased selling costs resulting from higher commission
rates to meet competition and increased unit cost of sales through
service stations. Inflated prices for land and higher building
costs have sharply incregsed unit selling cost at service stations
during firet year of operation, when volume seldom reaches more
than 75% of potential, &ince we have been adding to our Class A
Stations at rate of 10% annually during past two years, this has
contributed materially to unit selling expense.
volume at stations constructed in past two years and disposition
of 0ld and marginal stations, we can expect a slight decline in

selling costs for the future,

relatively stable for the next five years.

Through increasing

Gross profits are estimated to remain
With volume growing at

about 8% annually, net income should double, but will atill be well
below our goal of 4% on gross investment.

0633439
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STYRENE MONOMER
{$ in Millions)

Actual - 1964
1961 1962 1963 Eudget Cap'ty
Groas Inveat. ~ Gales $23.3 39.4 9.9 36.5 36.5
Internal Use §$17.2 22.7 25.4 5.0 25.0
Total $40.5 62,1 65.3 6l1.3 61.%
For Bales:

% ROI {after tax) 16.1 11.3 10.6 10,8 10.8
Sales $28.% 29.2 27.3 26,7 26.7
Groes Profit $ 8.9 10.5 9.6 8.7 8.7
SARE 8 1.2 1.4 1.0 1.1 1.1
Other Incoms § .l .2 .2 .3 3
Division Contribution § 7.8 9.3 8.8 7.9 7.9

As % of Bales:
pivieion Contribution 27.4 .8 32.2 29.6 29.6
Grose Profit 31.4 35.9 35.0 2.7 212.1
BARE 4.3 4.9 3.7 4.2 4,2
§ Falas/$ Investment 1,20 .70 .70 .70 .70
Belling Price/lb $.107 101 .095 086 086
Cost of Salea/lb $.073 064 062 +056 056
Capacity = MM lbe 472.5 516.0 852.0 552.0 552.0
Excens 27.1  1l.1 8.0 {12.4) (12.4)
Internal Use 186.9 205.4 248.3 260,0 260.0
Sales 258,% 299.%5 295.7 304.4 304.4

Generally good performance wae realized throughout 1963. The plant
was pushed to capacity and some sacrifice in yields was required to
attain needed volumes. An sxpansion project was completed during
the ysar to recoup the yield losses. It presently appears for 1964,
however, that the plant will again be pushed to ite limits to produca
needed volumas

Thess voluma increases have helpad to offset the severe price pressures
being felt in this product group. With the entrance of a major oil pro-
ducer into styrene (Amoco) and the expaneion by Carbide, continued price
pressurs is expectad. Profits are again forecasted to suffer, despite
significant cost improvement, principally in lower raw material prices.
Over~all, the product line continues to be the pace-setter in the
Bydrocarbons Divieion.
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* VINYL ACETATE MONOMER
{($ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Invest, ~ Sales $1.1 3.3 6.4 8.6 B.6&
Intarnal Use § - o? 2.7 2.3 2.3
Total $1,1 4.0 9.1 10.9 10,9
For Sales:
% ROI (after tax) (3.0} (l.8} (4.1} 1,0 1.0
Sales [ -] .9 2.4 . 4,2 4.2
Gross Profit § (.1) {.1} (.4) .3 .3
SARE § - - 2 .2 ]
Other Income $ - - - .1 .1
Divieion Contribution $ (.1) {.1) (.6) .2 2
As % of sales:
Division Contribution (22.7) (14,0) (23.2) 4.1 4.1
Gross Profit (15.9) (10.8) (i8.4) 7.8 7.8
SARE 6.8 3.5 6.0 4.9 4.9
$ B8ales/§ Investment .30 .30 .40 .50 .50
Salling Price/lb $.155  ,145 124 120,120
Coet of Sales/lb $.179 .160 .147 A1 .11
Capacity - MM lbs - - 45.0 45.0 45,0
Excess - - 16.8 - -
Internal Uase - 4.9 9.0 10.0 10.0
Sales 2,0 6.1 19,2 35.0 35.0

The new vinyl acetate plant performed quite well in the first year of
operation (on stream on February 11, 1963 ~- previous yaare' datd ye-
preaent conversions). Capacity operation is forecast in 1964,
resulting in a marked improvement in cost of sales. Price deterioration
has besn a0 severe that negligible profits are expected from this
product line. The sales shown are almoat all- to Shawinlgan; hence
about 90% of total production is captive.

About 40% excess capacity plagues this industry and furthar price
pressures are expected, Higher volumes from existing facllities are
ong way to conbat these pressures. Foertunately, there are indications
that 15-20% additional production capacity may be achieved, although in
1964 acetylane shortages will prevent demonstrating these higher xates.

0633441
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VINYL CHLORIDE MONOMER
($ in Millione)

Actual 1964
1961 1962 1963 pudget Cap'ty

Groas Invest., - Sales § 5.1 5.4 - 4.2 3.3 3.3
Internal Use $ 15.4 16.4 16.1 16,5 16.%
§ 20.8%

Total . 21.8  20.3 19,8 19.8
For Sales:
% ROI (after tax) (.3 1.9 .9 1.6 1.6
Salas $ 1.7 2,8 1.9 1.6 1,6
Gross Profit $ - «3 .1 .2 .2
SARE 8 .2 +1 .1 .1 .1
Other Income 8 - - .1 - -
Division Contribution § (.2) .2 .1 .1 1
As % of Sales:
Division Contribution (8.2) 8.3 4,1 6.5 6.5
Gross Profit {.5) 1l1.5 6.3 9.2 9.2
SARE 9.4 5.2 4.6 5.1 5.1
§ Sales/$§ Investment .30 50 .50 .50 .50
Selling Price/1db $ .075  .077 ,077 072,071
Cost of Sales/1lh $ .076 .068 ,071 064  ,064
Capaclity - MM lbs 126,0 138.0 138.0 138,0 138.0
Excess 30.6 1.7 (3.9) (9.5) (9.5)
Internal Use 72.6 104,3 117.1  126.0 126,0
Salea 22.8 32.0 24,8 21.5 21,5

8ales were only a modest factor in vinyl chloride in 1963 as over B80%
of production was used captively. Emphasis on acrylonitrile production
limited supplies of acetylene for vinyl chloride. It was therefore
necessary to operate the facilities in & less economical fashion
(oxidative chlorination) causing a small rise in unit costs and the
resulting drop in ROI.

Sales continue to be a minor factor in 1964 with around 85X used
captively. The slight improvement in acetylens supply via purchase
and expansion iw forecasted to permit an improvement in the cost of
sales, and an offset to lower eelling prices, Although polymer
supplies are tight, excess industry capacity continues in monomers,
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ALL OTHER MONOMERS
($ in Millions)

Agtual 1964
1961 1962 1963 Budget Cap’'ty
Gross Invest, - Sales 5 .6 .6 .4 .5 .5
Internal Use $ 4.8 5.0 5.4 8.4 5.4
Total § 5.4 5.6 5.8 5.9 5.9
For Salen:!
% ROI (aftasr tax) 30.1 7.6 8.9 11,3 11.3
Bales § .9 .3 .3 .3 .3
Gross Profit § .4 vl .1 .1 .1
SARE § - - - - -
Other Income § - - - -
Division Contribution $§ .4 .1 .1 1 .1
Amr % of Bales:
Divieion Contribution 41.6 25.1 26.2 34.6 34.6
Gross Profit 43.7 34.5 31.5 37.2 3.2
SARE 3.6 9.4 6.0 3.8 3.8
§ Sales/$ Investment 1.50 . B0 .70 .70 .70
Salling Price/l1b $.030 ,036 .038 .032 032
Cost of Sales/lb $.017 .024 026 .020 020
Capacity - MM 1lbs ’ B6.4 86.4 86.4 85.4 B6.4
Excess {12.8) (11.5) (32.5} (39.6) (39.8)
Internal Use 70.1 88.5 1ll.1 115.4 115.4
Sales 29.1 2.4 7.8 10.6 10.6

These consist principally of methanol, which is used over 90X cap-~
tively in other divisions. Sales nre therefore minoxr factors.
Wide-cpen opsrations are expected to continue throughout 1964,
Bocause of surging Plastics Division demands for methanol {used in
manufacture of formaldehyde), the timing on purchase of the other
half of the methanol plant is being restudied.

0633443
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NORGANIC DIVISIO

Division profitabllity has been {$MM's)

Actual 1964

1961 1962 1963 udget

% Return on Investment AT 6.4 6.1 6.8 7.3
Aross Investment 150.2 167.3 187.0 196.8
Sales 125.4 132.4 146,2 154.8
Division Contribution BT 17.4 19.3 24,6 27.5
Div. Cont, as % of Sales 13.9 14.6 l6.8 17.8
$ Sales/$ Investiment .83 .79 .78 .79

In 1963 investment in the divisions' products earned the following rates

of return:

Loss

0 to 3%

3 to 5.8%
Over 5.8%

Major products reported are:

ACL'B

Alkylates

All - Condensed & Fluffy
Caustic potash
Chlorosulfonic Acid
Ceppor Project

DCP Anhydrous & Dihydrate
Electronic Chemjcals
Phosphoric Acid - Food
Phoaphori¢ Acid - Other
Potassium Phosphates
MCP =~ All Grades
Santocels

BMP

Sterox-Phenol Base

STPF = All Grades
Sulfuric Acid
Syton-Mertone

TSF Crystal

TSPP

Vanadium Catalysat

% of Total
;nvengmgng

3.5

18.2
78.3

Eage

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
5%
56
57
58
59

These comprise 76% of the divisions' investment in 1963.
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ACL'S
{$ in Millions)

Actual 1964
1961 1962 1363 puddet Cap'iy
Greoss Invest. = Sales $ 3.9 6.5 13.3 12.4 12,9
Internal Use § - - - 0= - -
Total $ 3.9 6,5 13.3 12.4 12.9
For Sales
% ROI (after tax) (3.6) 6.1 3.4 11.6 22.3
Sales § 3.3 4.5 7.0 9,2 13.6
Grose Profit § (.1) 1.2 1.6 3.7 7.1
BARE § .2 -4 7 .7 1.1
Other Income § - - - - -
bivision Contribution $ (.3) .8 .9 3.0 6.0
As % of Balesa:
Division Contribution {6.7) 18.3 13.5 32,7 44.2
Gross Profit (1.4) 25,9 22.9 40.5 52.1
SARE 7.3 1.7 9.6 7.9 7.9
$ 8ales/§ Inveatment .86 b9 .53 .74  1.05
Selling Price/lb $.654 .609 ,538 .518 515
Coat of Sales/lb $.663 .451 415 . 308 .246
Capacity - MM 1bs 7.5 1.7 23.5 26.6 26.6
Excess 2.3 .2 10.3 8.7 -
Internal Use .1 .1 .1 W1 W1
Sales 5.1 7.4 13,1 17.8  26.5

ACL's have been made at Everatt since 19587 however, they were n
profitable until 1962, During this period the plant was expande
and the product line increagsed from two to four products. Evere
operated at capacity in 1962, Sales increased because of Colgat
increased use of ACL 59 in market development of "Action". Duri
1962 the larger commercial facilities at Krummrich were under co

ot
L]
tt
e's
ng
e

struction and the new cyanuric acid plant at El Dorado was built,

These were started up the first quarter of 1963,

Our current hasic strength lies in low unit costs which have bee
achieved because of the greater divisor, the new CYA process and
the basic raw material position which goes back to KC1l and natur
gas,

One problem appears to be a softening of the market which may ma
iv difficult to eustain the forecast sales volume in 1964,

-39
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ALKYLATES
{($ in Millions)

Actual 1964
1981 1962 1963 Budget Cap'ty
Groas Invest. - Sales $ 11.7 12.% 14.0 20.5 20.2
Internal Use $ ] - 4 N .8
Total $ 12,0 12.5 14.4 21.3 21,0
For Bales:
% ROI (after tax) 11,2 13.? 9.5 2.9 1.1
Sales § 12,5 12.4 11.1 12,3 9.7
Grose Profit § 3.3 4.2 3.5 1.9 .9
SARE $ .9 1.0 1.0 1.0 .8
Other Income H - - - - -
By Product Gross Profit $ .3 .4 '3 3 .4
Division Contribution § 2.7 3.6 2.8 1.2 .5
As % of Balea:
Division Contributcion 2.8 28,7 24.9 10.0 5.0
Gross Profit 26,2 33.5 31.7 15.0 9.2
BARE 7.3 7.7 9.6 1.9 7.9
$ Sales/$§ Investment 1,07 1.00 .80 .60 .48
Selling Price/lb § .108 ,104 .097 095 . 085
Coat of Sales/lb § .0B0 069 ,066 .081L  .087
Capacity = MM lbs 140.0 140.0 150.0 117.1 117.1
Exceas 10,9 5.7 22,0 {27.7) -
Internal Use 13,2 14.4 13.2 15.8 15.8
Sales 115.9 119.9 114.8 129.0 -101.3

The "Alkylate" product group includes Alkylbenzene and by-products

(HAN and LaAN).

The major problem of this product line is conversion to bicdegradability

This transition is taking place in 1964 when biodegradable alkylates

will be made from purchased clefins.

By January 1965 thege raw

materials will be made at Chécolate Bayou from purchased paraffins.

Hew capital of §9,600,000 is being installed to do this,

Refining

of the crude alkylbenzene will take place at Krummrich, but about

$2,200,000 of the Krummrich assets will be cbeclete,

After tax

earnings on the new process and total investment will range betwaen
9 - 10% starting in 1965.
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Groas Invest, -~ Sales
Internal Use
Total

ror 6alewm)
X ROI (after tax)

Sales

Gross Profiit

SARE

Other Inocome
Depletion Tax Craedit
Division Contribution

As X of Sules:
Division Contribution
Gross Profit
BARE

§ Bales/§ Investment

Belling Price/1b
Cost of Sales/lb

Capacity = ¥M lbe
ExXcens
Internal Use
Sales

D
(% in Milliona)

Actual 1964

1961 1962 196 [pudget Cap'ty
8 8.2 6.4 7.9 6.9 7.5

‘ - - - - -
$ 8.2 6.4 7.9 6.9 7.8
5.5 3.4 4,1 3.2 6.6
§ 7.4 6.6 8.3 7.1 11,4
$ 1.3 .9 1.3 1.0 1.8
8 .5 .5 8 6 .9

3 - - - - -
) .1 - o1 - w1
[ .9 N ) 6 o4 1,0
11.6 6,2 7.1 6.0 8.4
18.0 13.2 15.8 13.4 15,9
7.3 7.7 2.6 7.9 7.9
.91 1,02 .08 1,02 1.3
4 .081 .073 .070 + 069 »069
$ 066 063 059 .060 ,0%8
157.9 163.4 161.2 164.1 164.3

66.1 73.6 41.9 62,3 -
9l.8 89.8 119,3 102.0 164.,)

The product “all" derives its profits from the Monsanto made raw

materials Starox DJ and STP.

The conversion and packaging are dons

at cost, so that any reduction in this area is passed on to Laever.

The 1964 budgeted sales, projected on 1963 first six months actual,

are now expectsd to ba 110 million pounds,
depsndent upon the profitability of the raw materials.
discussion of them refer to "Stexox - Phenol Based" and "STe",

=]l

Yor a

Puture profitability is
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CAUSTIC POTASH
{$ in Millions)

Actual 1964
196) 1962 1963 PBudget Cap'ty
Groas Invest, - Sales $ 1.4 3.5 1.8 1.8 2.0
Internal Use § = - - - -
Total $1.4 3.5 l.8 1.8 2.0
For Sales;
% ROXI (after tax) 7.1 3.3 7.2 11.5 18.9
Sales $ 1.1 1.2 1.9 1,9 3.8
Groas Profit $ .3 .3 & .5 1.0
SARE $ .1 .1 .1 o1 .2
Other Income § - - - - -
Division Contribution § .2 .2 .3 4 .8
As % of gales:
Division Contribution 20.0 19.6 14,5 22.6 20.8
Gross Profit 28.4 28.2 20,5 20.1 26.4
SARE 8.4 8.9 6.3 5.7 5.7
§ Bales/§ Investment .74 .35 1,03 1,06 1.89
geolling Price/lb $.069 ,067 .066 .066 ,066
Cost of Bales/\b $.049 ,048  .0S2 .048  ,049
Capacity = MM lbs 46.8 48,2 81.0 85.5 85.5
Excess 13.4 1l4.0 19.7 28.6 -
Internal Uae 18.0 16.1 33.0 28.8 28.8
Bales 15,4 18.1 28.3 28,1 56.7

KOH ie usad captively for ACL and WGK, TKPP at Auguata and Carondelet
and is sold from both producing plants at WGK and Anniston.

The invastment in 1962 is high due to the construction in progrss
allocation from Organic for the facilities at WGK, which did not
start producing KOH until March 1963. Costs were high in 1963 due
to this start-up but division . contribution and groas profit as a
parcent of sales are expacted to raturn to former levels in 1964,

KOH profitability is eXxcellent relative to its substitution product
Na2OH. The major KOH problem is i{nvolved with NaOH and chlorine,

It is the problem of optimizing use, capacity and distribution from
two producing points and many consuming points.
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8 N
{$ in Millions)

Actual 1964
1961 1962 1963 pudgei Cap'ty
Oross Invest, - Sales § .6 o7 7 «6 .7
Internal Use $ .3 .4 .3 " 4
Total 9 .9 1.1 1.0 1.0 1.1
For Sales; .
% ROY (aftor tax) 27.4 21.8 31,9 28.5 35,5
Sales ’ § .7 .7 .9 9 1.2
Gross Profit 8 .4 .4 .5 " .6
SARB $ .1 .1 ) - W1
Other Income § = - - - -
Divimion Ccontribution 8 .3 «3 " ) 4 5
As %X of Sales:
Division Contribution 46.4 46.0 50.2 43.2 39,8
Oross Rrofit s4.8 34,7 56.4 48.8 45,8
SARE 8.4 8.9 6.3 $.7 5.7
§ salas/$ Investment 1,23 9%  1.32 1,37 1.86
gelling Price/1b $.038  .037? .037 .038 .038
cost of Sales/1h $.017 .017 .016 019 021
Capacity - MM lbs 43.2 43,2 43,2 58,2 58,2
Excess 3.6 (.3} (3.5) 10,3 -
Internal Vae 22.0 24.3 23.8 25,2 28.2
Sales 17,6  19.4 23,1} 22,7 33,0

The qulilty of Monsanto's chlorosulfonic acid has besn a major problem

for the past several years. Du Pont has been a leader in supplying

low iron and lovw color acid. Monsanto has been abls to follow Du Pont's
lead by reducing the iron eguipment in the system aund by selactively
using the HCl gaa. The impurities in sdme of this gas restricte its
use to the manufacture of chlorosulfonic acid for captive uss, which

can tolerate these impurities.

Incraased demand, both captive and sales, is requiring expansion

within the next twalve months, Start-up of s contamplated project at

Everett increased 1364 hudgeted costs, but it is now felt that suf-

flcient good quality HCl gas is available at Krummrich to meet sales

demands, The total raw material supply should bs sufficient for a
¢hlorosulfonic acid capacity of 72MM Lbs./¥r.

Profitability should continue high.

3=
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COPPER_PROJECT
{$ in Millions)

Actyal 1964
1961 1962 1963 udgat Cap'ty
Gross Invo-t; = Salaes $ .5 2.6 2,7
Internal Uge § - - -
Total § .5 2.6 2.7
For Salen;
% ROI (aftex.tax) (82.2) (19.2) (21.9)
Bales 8 - - -
Gross Profit $ - - -
SARE 8 8 1.0 1.2
Other Income $ - - -
Division Contribution $ {.8) (L.0) (1.2)

1

As % of Sales:
Division Contribution -
gross Profit -
SARE -
§ Sales/§ Invastment -

Selling Price/lb §
Cost of Sales/lb

-
]
]

Capacity = MM lbs
ExCoss
Internal Use
Sales

[ A |
rt v

Monsanto hegan operation of the Kansas City plant of Universal
Minerals snd Metals in 1963 as a pilot plant ¢o acquire market
process and deaign data for a full scale commercial copper powder
plant. This operation is continuing in 1964, By 1965 construction
of a full scale commercial unit is expected to be started with
operations to begin in 1966. Projected investment is in the order
of §15MM, with pretax Division Contribution of 20% to be achieved
in 1969 -~ 1970.

0633450
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P D
($ in Millions)

Actual 1964
1961 1962 196) Budget Cap'ty
Gross Invest, - Sales 9 2.8 2,8 - 2.8 3.0 3.0
Intarnal Use 4 = - - - -
Total § 2,8 2.8 2.8 3.0 3.0
For Baless
¥ ROY (after tax) 13.6 11.3 11,8 12,7 12.1)
salas $ 2.3 2.4 2.5 2.7 2.5
Oroes Profit ¢ .7 .7 .7 .9 .8
BARE § .1 1 .1 .1 W1
Other Income $ - - - - -
Depletion Tax Cradit § .1 - - - -
Division Contribution 4 .7 .6 N «8 7
A9 % of Sales:
Pivision Contribution 28.6 23.4 25,3 28.4 29.6
Gross Profit 31.9 28.0 29.0 32.9 34,0
SARE . 3.3 6.0 5.2 5.3 5.3
§ Balas/$ Investment .92 .94 92 90 .82
8elling Price/ld $.077 .03 074 076 ,076
Cost of Bales/lb $.052 ,054 053 031 ,050
Capacity - MM lbs 56.2 59.8 56,5 56.8 56.8
Excess 4.9 8.9 .1 {3.2) -
Internal Use 21,1 19,1 22.2 24,0 24.0
Bales 30,2 31.8B 34.2 36,0 2.8

Reduction in phosphorus costs was primarily responsible for the
improvement t¢ 11.8% ROI in 1963. The high lavel of profitability

of this product is due in large part to relatively old process equip-
ment thereby providing » low unit investment. In 1964 a major ex-
pansion will be necessary and unit investment will be increased and
with no yield improvement, the level of profitability for this product
will go down., Total profit dollars will, of course, increase.

However, stable pricing and technological &dvnnuqol that we hold
and gradually falling phosphorus costs should maintain the profit-
ability above product group average of 10.1X in 1963,

-45-
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ELE! NIC CHEMICALS
(§ in Millions)

1961 1962
Groas Invest. - Sales $ 4.7 5.2
Internal Use 5§ - -
Total § 4.7 5.2
For Sales:
% ROY (after tax) (15.0) (16.5)
Sales $ 1.6 2.4
Gross Profit $ (.6) {(.9)
BARE $§ .8 .9
Other Income $§ = -
Division Contribution $(1.4) (1.8)
As % of Sales,
Division Contribution (92.6) (75.8)
Grosa Profit (40.1) (36.86)
SARE 2.6 39,2
§ Sales/§ Investment .34 .45
Selling Price/gm $1.19 1.31
Cost of Sales/gm $1.66 1,79
Capacity - MM gm 2.6 3.1
Excess 1.2 1.2
Internal Use W1 <1
Sales 1.3 1.8

Intenss competition, high tachnology and rapid
this businass,

1964
1963 pBudget Cap'ty
6.0 7.4 7.8

6.0 1.4 7.8

(12.2)  (e.2) (7.0)
2.4 3.9 4.8
.7 - .2

.8 1.2 l.a

{1.5) (1?2) (1.1)

(63.7) (32,9) (24.5)
(29.4) (.8) 7.6
34.4 32.1 2.1

<40 .52 .60

777 440 L4867
1.01 .443 431
5.3 e.l 8.1
2,1 (-9) L7

1 2 .2
3.1 8.8 9.6

change charaterize

Float zone realizsd a gross profit from September 1962 through July
1963. A 40% price cut by Dow Corning eliminated further gross profit
until January 1964. We expect price stabilization and cost related
prices to provide a net profit by the fourth quarter of 1964.

Fierce competition, chaotic pricing and our high cost process have
prevented profigs from pulled crystals in the past. Future profits

are expected from antimony doped material used

captively and sold

for epitaxial ailicon becauss several companies went out of busineas

and we developed a lower cost process.

A profitabls operation will be achieved in 1965 with improvement to
an after tax return on about $10MM investment in 1968 of 11%,

-4 6~
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PHOSPHORIC ACID - FOQD
{$ in Millions}

Actual 1964
1961 62 1963 pudget Cap'ty
Grose Invest, ~ Sales § 4.5 4.5 5.0 5.5 6.0
Internal Uee 5 - - - - -
Total § 4.3 4.5 5.0 5.5 6.0
For &alemy
% ROL (after tax) 12.1  13.4 13.9 15,6 27,1
Sales § 3.6 4.0 4.2 4.8 B.6
Gross Profit $ 1.1 1.3 1.5 1.9 3.6
SARE $ .2 v2 .2 3 .5
Other Incoms $ - - - -
Depletion Tax Credit - § .1 el -1 -1
Division Contribution "$ 1.0 1,2 1.4 1.7 3.2
As % of Sules:
Division Contribution 27.5 29.2 32.2 35.4 37.3
Groes Profit 29.1 32,8 a5.0 39.1 41.0
BARE 5.3 6.0 5.3 5.3 5.3
$ Bales/$ Investment .80 .88 .83 .88  1.48
Selling Price/1b $ .097 .097 ,095 .095  ,095
Cost of Sales/1h $ 069 .065 ,062 .058 ,056
Capacity - MM lbs 547.8 565.1 631.7 652.4 652.4
Excess 5.7 30,9 37.1 40.1 -
Internal Use 475.3 493.0 550.7 561.9 561.9
Sales 36.8 41.2 43.9 50.4 90.5

Tha increass in phosphoric acid profitability to 13.9% ROI in 1963 was
due primarily to lower phosphorus cost.
future phoasphorus cost reductions will probably be at least partially

Further improvements from

offeet by expense in increased customer service' such as marketing
assistance for spent acid and competition in some areas from new
producers. The price of this product is expectad to remain atable,

even modest increases over the next few years are anticipated,

volums growth is expected to continue at 5% per yeay,

The profitability of this product should remain above 10%.

4
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PHOSPHORIG ACID - OTHER
(§ in Millions)

1964

Actual
1961 1962
Gross Invast, - Sales $ 13.6 12.7
Internal Use $ - -
Total § 13.6 12.7

For Sales:
% ROI {after tax)

Sales
Gross Profit
SARE
Other Income

Depletiont Tax Credit
Division Contributicn

As % of Salesa:

Divieion Contribution

Gross Profit
SARE

§ Sales/$ Investment

8elling Price/lb
Cost of Sales/lb

Capacity - MM lbs
Exceas
Internal Use
Sales

3.4 1.6
§ 8.5 8.0
$§ .5 .3
$ .4 .5
$ - -
$ .4 .3
$ .5 .1
5.9 1.6
6.2 4.0
5.3 6.0
.63 +63

$ .070 .065
$ .066 063

207.8 194.2
85.9 72,3

121.9 121.9

1963 Ppudget Cap'ty
12,9 12,5 13.4

12.9 12,5 13.4

4.0 5.3 10.0

8,8 8.6 16.0
.9 1.5 2.9
.5 ‘5 .8
.3 2 .3
7 1.2 2.4

8.3 13.7 15.1

9.9 i6.8 18,2

5.3 5.3 5.3

.68 .69 1.19

.066 .066  .066
.059 .055 .054

234.2 235.0 235.0
101.1 104,7 (7.2)

133.1  130.3 242.2

part of the improved profitability has resulted from lower phoephorus
cost, but more significant was the improved net back price and lower
cost through more attention to marketing plans.
shipping costs were reduced significantly by increasing the number of
trips per cay per year and refusing to accept'business below a set

profitability level,

In the futura, this marketing program will be made astill moxe effective

Tank car packing and

and phosphorus cost at lower levels will continue to improve the
profitability of thie acid.

0633454
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S5 LU S E
{§ in Millione)

Actual 1964
1961 1962 1963 pudget Cap'ty
Grose Invest. - Eales $ 2.2 2,7 -39 4.1 4.1
Internal Use $§ - - - - -
Total § 2.2 2.7 3.9 4.1 4.1
For Bales
% ROX (aftexr tax) 12,3 8,0 13.6 15.7 18.%
Sales $ 2.4 2.1 3.6 4,0 4.2
Gross Profit § .6 .8 1.2 1.8 1.8
SARE § . .1 +2 o2 Y]
Other Incoms $ - - - - -
Depletion Tax Credit $§ - - .1 - -
Division Contribution 4 .5 o4 1.1 1.3 1.6
As % of Sules:
Division Contribution 21.9 20.6 29.8 33,2 4
Gross Profit 25,1 25,8 34.2 38,0 41,9
SARE 5.3 6.0 8.3 5.3 5.3
§ 5alesn/§ Investment 1,11 .78 .92 .97 1.02
8elling Price/lb $.126 ,122 120 .129 ,129
Cost of EBales/lb §.09%4 .090 .079 080 .07
Capacity = MM lbs 25,0 26.8 34.2 3.0 .0
Excens 5.6 9.1 4,1 2,0 -
Internal Use +3 o2 .3 .3 .3
Balas 19,1 17.5 29.8 0.7 2.7

Profitability in 1963 was up sharply over 1962 because of & much
higher level of market participation, a sharp growth in tha market
and lower phosphorus costs. Downward price adjustments are forecast
for potassium phosphates to make 1liquid detergents more oompetitive
with dry products., This downward trand could reduce profitability
by approximately two percentage points. Thims in largs part will be
offset by lower phosphorus costs, but additionsl potassium phosphate
facilities are planned for 1965 and 1966. The addition of capital
for these new facilities will obviously cause a dip in profitability
level until a remsonable capacity level is reached.

4%
0633455

WATER_PCB-00039747



MCP - ALL GRADES
{$ in Millions)

Actual 1964
1961 1962 1963 DBudget Cap'ty
Gross Invest. - Sales $ 2.0 2.3 2.0 2.2 2.2
Internal Use § - - - - -
Total $ 2.0 2.3 2.0 2,2 2.2
Por Saless
% ROI {after tax) 7.1 5.5 8.% 8.4 9.3
Sales §$§1.6 1.8 1.7 l.8e 1.9
aross Profit § .3 P | 4 o4 5
SARE $ .l .1 .1 W1 .1
Other Income 5 - - - - -
Depletion Tax Credit § .1 - - - -
bivision contribution $ .3 .2 .3 .3 .4
As % of Salest
Division Contribution 15.3 12.6 19.0 19,9 21,6
Gross Profit 17.8 16.6 22.4 24.0 25,6
SARE 5.3 6.0 5.3 5.3 5.3
$ Sales/$ Investment . .80 18 .84 .B2 .85
Selling Price/lb $.065 .071 071 .070 .070
cost of Sales/lb $.054 ,059 ,055 053  .052
Capacity -~ MM lbs 27.0 27.0 27.0 27.0 27.0
Excess 2,6 1.5 2.6 .9 -
Internal Use .1l .2 3 .3 W3
Sales 24.3 25.3 24.1 25.8 26.7

Improved profitability in 1963 was the result of both lower phosphorus

costs and & better market position. Prices will be stable with modest
increases predicted over the next few years.
and lower phosphorus costs will be offset by costs involved in a major
expansion foreseen within the next two yeaxrs,-
facilities reach a capacity level squivalent to that now enjoyed the
profitability can be expected to fall slightly.

This increase in revenue

Until the expanded

0633456
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EANTOCELS
($ in Millions)

Actual 1964
1961 1962 1963  pBudgey Cep'ty
Groas Invest. - Sales 91.8 2,0 . 2,6 2.7 2.7
Internal Use B - - - - -
Total § 1.9 2.0 2.6 2.7 2.7
Por Bales:
% RO (mfter tax) 6.7 1.9 8.7 8.1 1l1.2
Sales § 1.5 1.7 2.0 2.5 2.3
Gross Profit $ .4 .5 .6 .6 .8
SARE $ .1 2 .1 1 2
Other Income $ - - - - -
pivisdion Contribution [ 2 B | 5 .5 .6
An % of Sales
Divisicn Contribution 17.1 20,0 23.7 18,2 27.0
Oross Profit 25.8 28,7 29.7 24,8 32.5
BARE 8.4 8.9 6.3 6.7 8.0
§ Bales/§ Investment .82 .82 .76 .92 .86
gelling Price/l1b $.654 .644 ,644 5638 ,657
Cost of Sales/lb $.487 .459 ,453 494 AN
Capacity - MM lbs 3.5 A5 3.4 3.5 A8
Excess 1,2 8 o3 (.3) -
Internal Use 53 - - -
sales 2.3 2.6 3.1 3.0 3.8

The Bilica chemicals Bantocels and Syton are mAnufactured at Bverett
by & process whic¢h is common for all products in the first two steps.
Bechuse of this, their profitability should be looked at together to
avold inconsistencies due to the allocation of costs and investment.

Domestic Gantocel sales reached a peak in 1957 and declined to 1961.
The original oryogenic insulator Santocel A has all but disappeared
due to low cost competition. The other grades have bean under
quality competitive pressures, For this reason two new grades, 62
and Z, were introduced in 1963 and amccounted for much of the volums
increase that has current sales at capacity.

A préjact for $280,000 new capital in 1964 for silica chemical ex-
pansion has just been approved, This project is the first and
largest in a five year expansion program.

51~
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114
{$ in Millione)

Groas Invest. - Sales
Internal Use
Total

For Sales:
% ROI (after tax)

Gales

Groas Profit

SARE

Other Income
Depletion Tax Crsdit
Division Contribution

Ao % of Bales:
Divisjon Contribution
Gross Profit
SARB

§ Bales/$ Investment

‘selling Price/lb
Cost of Sales/lb

Capacity = MM lbs
Excess
Internal Use
Sales

As in the other phosphate products, 1963 profitability wae up bacause

Actual 1964
1962 1963 pudget Cap'ty
3.7 3.9 4.0 4.0
2.7 9 4.0 4.0
a.7 10.8 11,8 10.9
3.2 3.3 3.4 3.5

7 .9 - 1.1 1.1
.2 .2 .2 .2
.1 1 - -
.6 .8 .9 .9
19.1 23.8 26,9 25,9
23,1 27,0 3,0 29,9
6.0 $.3 5.3 5.3
.85 .86 .85 .85
.081  .081 .08l ,081
.062 .059  ,056 057
44.5 45.2 44,5 44,5
3.9 2.8 1.8 -
1.3 1.3 1.2 1.2
39,3 41,1 4.5 43.3

of lower phosphorus costa. Only ninor capital expenditures are

anticipated in thie department for the next four to five yearsr thare-
fors, anticipated reduction of phosphorue costs

improve the profitability of smp,

should continue to
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STEROX - PHENOL BASE
($ in Millions)

Actual 1964
196} 1962 1963 pudget Cep'ty
Grosa Invent:. - Salss $ 4.2 3.5 3.7 s 3.9
Internal Usa § - - - - -
Total ' $ 4.2 3.5 3.7 3.5 3.9
For Sales:
% ROL (after tax) 1.4 3.1 7.8 4.4 10.0
Sales § 3.3 4.0 3.8 4.1 7.2
Gross Profit $ .4 .5 1.0 .6 1.4
SARE $ .3 .3 o4 .3 6
Other Income 5 - - - - -
bivision Contribution $ .1 .2 .6 % | .8
As % of Balesy
* Division Contribution 3.7 $.8 15.8 7.7 1.2
Gross Profit 11.0 13,5 25.3 5.5 19,0
BARE ' 7.3 7.7 9.6 7.9 7.8
§ Sales/§ Investment .19 1,12 1,03 1.18 1.86
Selling Price/lb §$.165 143 .145 .138  .138
Cost of Sales/lb $.147 ,124 ,1l08 A1 L1132
Capacity - MM 1lbs 48.7 S4.1 57.4 60.1 60,1
Excass 20.8 19.1 21.5 2l.9 -
Internal Use 7.8 7.3 9.7 8.3 8.3
gales 20,1 27.7 26.2 29,9 51.8

Phenol kased stercx pricas were cut by Monsanto in 1961 at the same
time large volume contracts wars obtained. The market price has
remained constant since that time. Change in net prices is dus to
product mix and to the amcunt of freight which is absorbed from the
two producing points., The estimated 1964 net price reduction and
cost increass have not materialized and ara not now expected. The
first two months of 1964 are actually better than 1963 in all
respacts,

The major problem for tha future is to supply biodegradable steroxes.
A satisfactory product has been supplied Lever for use in "all*,
Full production will depend upon the timing dssired by the customers
and the availability of raw materials,

Futura return on inveatment should be in the 7 - 9X range.
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- E
{$ in Milliona)

Actual 1964
J961 2962 196) pudget Cap'ty
Gross Invest, - Sales $ 36,0 43.2 46.6 45.6 46.7
Internal Use $ - - - - -
Total $ 36,0 43.2 46.6 45.6 46.7
For Salesi
% ROY (after tax) 6.1 4.7 6.5 6.9 9.9
Sales $ 28,1 3.2 35.4 36.4  45.1
Gross Profit 3 4.4 4.9 6.7 7.6 10.8
BARE 4 1.8 1.9 1.9 1.9 2.4
Other Income 49 - - - - -
Depletion Tax Credit $ .8 .6 »? .4 .6
Pivision Contribution $ .7 3.6 8,8 6.1 2.0
As X of Sules;:
bDivision Contribution 13.2 11,6 15.6 16.8 20,0
Gross Profit 15,8 15,5 18.9 20,8 24,0
GARB 5.3 6.0 5.3 5.3 5.3
$ Sales/$§ Investment .78 «72 .76 .80 .97
Selling Price/lb $ .0720 .068 .068 .068 .068
Cost of Sales/lb $ .059 .058 ,053 054 ,052
Capacity - MM lbs 498.0 592.1 698.0 704.0 704.0
BExcess 55,6 97.6 128.3 127.3 -
Internal, Use 38.9 36,9 48.2 41.2 41,2
Gales 403,5 457.6 521.5 535,85 662.8

The factor responsible for the improvement in STP profits in 1963 has
been the reduction in elemental phosphorus manufacturing costs., At
year-and 1963, a compatitor cut the price of BTP by 25¢0 cwt, If this
pride cut had been effective on January 1, 1963, return on investment
would have been $.3X rather than 6,8%X. Howsver, in general, the sales
price of 8TP for the future is considered stable, with some posaibility
of upward price adjustments to offset raw materiml price increasss,

It is anticipated that the profitability of 5TP will climb to above

7% within the next three years due t¢ increased volume of sales and
anticipated further reductions in phosphorus menufacturing costs.

0633460
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BULFURIC ACID
($ in Milliona)

Actuml 1964
196) 1962 1963 pudget Cap'ty
Groes Invast, - Sales § 6.2 5.3 ° 1.0 6.7 7.1
Internal Use $ 3.1 3.3 kP § 2,9 2.9
Total 9.3 8.6 10,1 9.6 10.0
For Sales:
% ROI (after tax) 6.7 7.9 8.4 10.0 10.8
Salen § 4.7 4.5 4.6 3.0 S.3
Oross Profit § 1.2 1,3 1,8 1.7 1.9
SARE 8 .4 o4 .3 .3 .3
Other Income 8 - - - - -
{vision Contribution $ 9 .9 1.2 1.4 1.8
As % of Sales:
Division Contribution 18.5 19.4 26.6 27.8 30,0
Gross Profit 26.9 28,) 32,5 33,3 35.5
SARE 8.4 8.9 6.3 5,7 S.7
$ Salea/$§ investmant : .76 .88 +66 .75 »75
Selling Prioce/ld § .010 ,009 009 .009 .009
Cost of Salas/lb $ .007 .007 .O06 .006 ,006
Capacity - MM 1lbs 937.2 937.2 $%43.2 943.5 943.5
Excess 26,7 38.7 42.7 {21.7) (57.0)
Internal Use 416.6 412,0 396.7 418.2 4l18.2
Sales 493.9 486,35 503.8 547.0 582.3

Sulfuric acid is produced at Everett, Krumnrich and Avon (a joint
venture with Tidewater). Over half of the sulfuric manufactured is
used captively by Monsanto and Tidewater. BPecauss of the contractual
relations with Tidewater their use {is not included in "Internal Use".

Sulfuric's profitability cycles with the business cycle but, in
addition, Monsanto's business has been affocted by some majoxr changes,
For example, in 1961 Alcoa decided to shut down its St, Louis area
Qperation, thus making 35,000 tons of acid available, Barge shipments
and selling in the Chicago market helped eliminate this surplus. In
1963 the shutdown of Phenol at Avon made available 26,000 tons. These
have only partially besen sold,

The market price of virgin sulfuric acid has been constant since 1954,
The net prices and unit costs are affected by the volume of spent acid
included in the sales. In 1963 the amount of spent from Avon was more
than double the 1962 quantity. This wae made available becauss of the
reduced manufacturing volume, BSulfuric is expected to continue at an
8 - 10% after tax return on investment.
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YTON - RTO!
(¢ in Millions)

Actual 1964
1961 1962 1963 pudget Cap'ty
Gross Invest. - Sales $1.1 1.5 1.7 1.7 1.7
Internal Usa $ -~ - - - -
Total $1,1 1,8 1.7 1.7 1.7
For Salem
% ROI (after tax) 1.7 6.6 11.1 12.7 17,0
Salas $ 1,2 1.1 1.2 1,3 1.6
Gross Profit 8 .4 <3 .5 .5 +7
SARE 8 .1 W1 - .1
Other Income & - - - - -
Division contribution $ 3 2 o4 .5 +6
As % of Gales:
Division Contribution 23,3 19.0 33.4 34.8 39,6
aross pProfit 31,1 27.6 39.3 40.3 45,1
SARE 8.4 8.8 6.3 5.7 5.7
$ Sales/§ Investment 1,08 73 69 .76 .89
8alling Price/lb $.162 ,162 ,163 178  .178
Cost of Sales/lb $.111 .117 .099 Q06 L097
Capacity = MM lbs 7.9 9.7 9.6 8.8 8.8
Excess 5 2.9 2.2 1.5
Internal Use - - - - -
Eales 7.4 6.8 7.4 7.3 8.8

The S8ilica chemicals Syton,-Mertons and Santocel are manufactured at
Everett by a process which is common for all producte in the first
two processing steps, Bacaume of this, their profitability should
be looked at together to avoid inconsistencies due to the allocatlion
of costs and investment.

S8yten has been highly profitable. 1Its growth with few exceptions
has been steadily incredsing, The original product was & 15% silica
which has heen completely replaced by a 30% product., In 1963 40%
Syton was introduced and in 1964 it is contemplated that 30X Byton
facilities will be installed. The higher concentrations result in
freight, packing and shipping savings.

~56-
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TEp CRVYSTAL
{$ in Millions)

Actual 1964
2961 1962 1963  pBudget Cap'ty
Gross Invast, = Sales § 2.7 2,7 2,7 3.0 3.0
Internal Use § - - - - -
Total § 2.7 2,7 2.7 3.0 3.0
For Salee:t
% ROI (after tax) 11,8 1l.0 13.0 14.7 186.a
Sales $ 2.9 2,9 2.6 .2 3.8
Groes Profit § .7 7 .8 1,1 1.2
BARE § .2 .2 ol 2 .2
Other Income 3 - - - - -
Deapletion Tax Credit $ .1 .1 - - -
Division Contribution $ .6 .6 .7 .9 1.0
As X Of Salesg
Division Contribution 20.9  20.5 27.2 27,9  29.7
Gross Profit 24,3 2%.3 3 32,8 34,3
BARE 5.3 6.0 5.2 5.3 5.3
¢ Bales/$ Investment 1.07 1.05 .98 1.07  1l.1%
Selling Price/1b §.041 .040 .040 .041 ,041
Cost of Sales/lb §.031 .030 .,027 .028 ,027
Capacity ~ MM 1lbe 72.0 75.0 84,0 84.0 84.0
Excess 1.2 2,06 18.3 6,8 -
Internal Use - - - - -
Salas 70.8 72.2 65.7 77.2  84.0

As in the other phosphate products, 1963 profitability was up bhacauss
of lower phoephorus costs, The lower sales volume of TSP crystal in
1963 was entirely due -tc the Climalene accouht problem. This will
extend intc 1964 with the result that budget will not be met. Future
growth for this product is predicted at a modest 2X.

Only minor capital expenditures are anticipatsd in this department
for the next four to five years; therefore, anticipated reduction of
phosphorus costs should continue to improve the profitability of TSP
crystal,
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16PP

($ in Milliona)

Actua) 1964
1261 1962 1960 Budget Cap'ty
Gross Invest. - Sales 3 4.9 4.8 5.1 5.0 5.2
Internal Use 9 - - - - -
Total § 4.9 4.8 5.1 5.0 5.2
For Sales:
% ROI (after tax) 6.1 6.9 9.3 8.4 11,3
Salas 4 4.6 4.6 4.8 4.7 6.0
Gross Profit ] 6 .8 1.0 1.0 1.4
BARE § .2 .3 .2 3 3
Other Income 8 - - - - -
Dapletion Tax Credit L S § s W1 .1 .1
bDivision Contribution § .5 6 .9 .8 1.2
As ¥ of Salen,
Division Contribution 10.9 12,9 18,2 17.5 19.0
Gross Profit 13,4 16,8 21,3 1.  23.0
BARE §.3 6.0 5.3 5.3 5.3
$ Sales/§ Investment .94 .95 95 .92  1.1%
Selling Price/lb $ .068 062 .062 062 062
Cost of Sales/lb $ .057 ,052 .048 049 .048
Capacity = MM lbs 122,4 109.7 100.0 100.0 100.0
Excess 48.4 33.1 l8.0 21,9 -
Internal Usa 4.1, 2.9 3.2 3.1 3.1
Sales 69.9 73.7 18.8 75.0 96,9

salu» are forecast to remain relatively constant for the next few
yoars with a slight growth possible. Therefors, with a firm price

position, the profitability will be primarily a function of raw

matarial cost, .

Lower phosphorus costs should continue to raise the profitability of

T8PP.
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VANADIUM CATALYST
($ in Millionm)

' Actual 1964
196] 1962 1963 pudget Cap'ty
Gross Invest, = Sales 8 .9 1.1 - 1.5 1.4 1.%
Internal Use 8§ - - - - -
Total 8 .9 1,1 1,8 1.4 1,8
Foxr Salast
% ROI (aftexr tax) - 30.8 41.9 16.4 15.3 26.7
Bales $1.0 1.4 1.2 1.3 1.8
Gross Profit § .5 .9 6 .7 1.1
SARE § .1 .2 1 o1 W2
Other Income $ .2 ) - {.1) {.1)
Division Contribution $ .6 1.0 5 ] .8
As X of Sales
pivieion Contribution 6l.}  69.3 44.7 34.7 4403
Gromss Profit 52,0 62.1 49.0 55,0 61,3
BARE 11.8 10.4 6.3 9.4 9.5
§ Sales/$§ Investment 1.0%5  1.26 .76 .92 1.28
selling Price/ltr $§1.74 1.68 1.60 1.63 1.62
Cost of Sales/ltr §.836 .637 ,817 732,626
Capacity - MM itr 1.1 1.1 1,1 1.1 1.1
Excess .8 .3 4 «3 -
Internal Use - - - - -
Sales 6 .B .7 8 1.1

The sales of Vanadium Catalyst depends upon the sale of nevw sulfuric
acid plants and the amount of replacement catalyst. Both of these
operations are dependent primarily upon tha total new capital being
spent on sulfuric acid plants, This, in turn, is dependent upon the
business cycle and in recent years the fluctuations in this business
lags the business cycle by about twelve montha, In addition, we
muet successfully bid on the available business for which there has
been incrsased competition in recent years. Low manufacturing volume
accounted for high 1963 coste,
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ORGANJIC DIVISION
Division profitability has been ($MM's)

% Return on Investment AT
0roes Investment

Sales

Divialon Contribution BT

Div. Cont. as % of Sales

§ Sales/$ Investment

In 1963 investment in the divisions' products earned the following rates

of returni

Loes

0 to 3%

3 to 3,8%
over 5.B8%

Major products reported are; -

Adipic Acid

Aluminum Sulfate

Aroclors & Therminols

Aspirin

Biphenyl

Bisphenol A

Caffeine

Di Octyl Phthalate
Ethavan

Pumaric Acid

H Acia

Maleic Anhydride

Mersize RM, TFL, &
Rosin Size KIP

Orthonitroaniline
Para Nitroaniline
Fara Phenetidine{Incl.Tech.)
Pentachlorophenol
Phenacetin

Phenol

Phenolsulfonic Acid 65%
Phthalic Anhydride
Pydraul A-200

Page

6l
62
63
64
65
66
67
68
69
70
71
72

73
74
75
76
7
78
79
80
8l
B2

hctual

1964
1961 1962 1963 Budget
6.9 . 6.9 5.9 7.9
208.0 239.6 254.5 259.2
165.7 181.9 188.4 202.6
29.7 34.5 31.3 41.1
17.9 9.0 16.7 20,2
.80 .76 .74 .78

% of Total
Investment
12.8
11,0
42,8
33.4

Pyranols

Saccharin

Santiecizer 141

Santicizer 160

Santicizer 409

Bantocure & Cyclex

8antocure NS & Cyclex B

8antoflex AW & Ajone E

Santoflex DD & Ajone DD

Santoflex 36

Santolube 203 B&C (Incl.
Santolene .F & Fp)
8antolube 393

8antolube 601

Santophen 1

Santopoid 23 RI & 23 RIA
Santowhite Crystals &
santonox {Incl. Santonox R)
Skydrol

Skydrol S500-a

Thiocfide
3,4,4-Trichlorocarbanilide

Vanillin

These comprise 6l% of the divisions' investment in 1963.

0633466
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ADIPIC ACID
{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Invest, - Sales $ 8.8 10.3 7.2 7.2 7.2
internal Use $L1l.9 2.8 6.1 7.3 7.3
Total §10.7 13.1 13.3 14.5 14,5
For Balesti
% ROI (after tax) 11.4 12.0 17.2 17,3 18.1
Sales § 5.6 6.1 5.7 5.3 5.3
Gross Profit $ 2.5 3.0 3.0 2.9 3.0
SARE $ .4 .5 5 4 .4
Other Income $§ - .1 .1 - -
Division Contribution $ 2.1 2.6 2,6 2,5 2.6
As % of Sales)
Divislon Contribution 37.6 42.3 45.6 46.9 49.1
Gross Profit 44,2 49.8 §3.2 4.5 56.7
SARE 7.6 8.2 8.7 8.0 8.0
§ S5ales/$ Investment .63 .59 .19 .74 .74
Belling Price/lb $.289 .257 +259 .247 .247
Coat of Sales/lb §.161 129 121 112,107
Capacity - MM lbs 30.8 4.8 36.9 46,3 46.)
Excess 7.3 3.8 (8.7} - -
Internal Use 4.2 7.2 23.7 24,9 249
Sales 19.3 23.8 21.9 2l.4 21.4

This product continues to be highly profitable. 7The Manufacturing
Department has done an excellent job of coat reduction, improwving
ylaldas and quality and increasing capacity. A lower-cost phenol has
also heen of major help.

In 1964 the plant will operate at 46 million pounds, Currently it ise
oversold and we are committed to supply Chemstrand with 18 million
ounds late in 1964. The intagratjon of manufacturing schedules in
962, 1963 and 1964 has been most helpful in permitting Chemstrand to
meet thelr peak dsmands for nylon. FProduct quality of the Organic
operations algso had to ba improved to meet fiber specifications.

The program requires continued integration with Chemstrand since their
daily consumption rate is 8o high. The forward plan provides for
éxpansion of capacity by Chemstrand and the Organic Division will be
left with surplus capacity in 1965 and 1966 until sales for chemical
applicatione increase. It is highly probable that asales will exceed
budget in 1964 (excluding Chemstrand). Although pricing has been firm,
except for food grade quality, erosion is anticipated with the new
production scheduled by Celanese (1966): the 20 million pound plant of
Rohm & Haas began operations in 1963 but start-up troubles kept them
from supplying much beyond their own use until late in the year,
Organic's process using phenol is closely competitive with even the
large-volume operations of Chemstrand.

3
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ALUMINUM SULFATE F
{$ in Millions) :
i
Actual - 1964
1961 12962 1963  Pudget Cap'ty
Groes Invest, - Sales $ 2.4 2.6 2.7 2.6 2,6
Internal Use § =~ - . = - -
Total $ 2.4 2,6 2.7 2.6 2.6
Por Sales:
% ROI (aftar tax) (4.9) {5.8) (5.1) (2.7 1.0
Sales 8 .7 1.5 1.5 1.8 1.9
Groas Profit § (.2) {.1) (.1) . W1 .3
SARE $ .1 .2 .2 4 .2
Other Income $ = - - - -
Division Contribution $ (.3) {.3) {.3) (.1) |
As % of Sales
Division Contribution (34,8) (19.8) (18.5) (8.1) 2.7
Gross Profit ({25.2) (8.4) (6.5) 5.2 15%.3
SARE 9.6 11.4 12.0 13.4 12,7
$ Sales/$ Investment .29 .60 .57 .68 74
Belling Price/1b §.017 .017 .018 020 ,020
Cost of Salen/1b §.021 .019 .019 .019 017
Capacity -~ MM lbs 6l.2 122.4 108.0 96.4 568.4
Excess 20.6 34.0 20,1 B.4 -
Internal Use - - - - -
Salas 40.6 88.4 87,9 90,0 98.4

Profit fell off badly during 1961 = 1963 as new producers attempted
to establish thamselves in the alum market. One of thame recently
@iecontinued alum operations. A price increass was put in effect in
mid-1962 and a second increase in 1963 finally took the price above
the 1960 level. This outlet for sulfuric acid is important for
Monsanto eince the Inorganie Division could not move the sulfuric
acid relensed if alum were shut down, However, by 1967 it is antici-
pated working the net investment of this department down to a low
enough level to go out of business. This will be done unless profit
margine can be improved.

in late 1963 the iron-free alum eguipment was shut down and dismantled.
This will improve the over-all alum cost performance,

Pricing orn alum continues to be critical and further increase in
profits will ba tried by again raising the price in 1965. Lowar-cost
bauxite is being tested but does not appear promising because lower
yields offset the lowar-cost hauxite.

-62-
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AROCLORS AND THERMINOLS
{(§ in Millions)

Grose Invest. =~ Sales $ 5.4 7.1 8.4 8.4
Internal Use § 1.2 1.6 1.9 1.9
Total § 6.6 8.7 10.3 10,3
For Sales:
% ROI (after tax) 17.3  17.8 13.% 14.2 15.4
Sales § 5.2 5.3 5.7 6.1 6.2
Gross Profit $ 2.5 2.5 2.7 2.1 3.2
SARE $ .6 5 .7 .6 6
Other Income $ - o1 - - -
Division Contribution 8 1.9 2,1 2.0 2.5 2.6
As X of Sules:
Division Contribution 36.7 39.4 14,7 40.6 41.7
Gross Profit 47.0 47.7 46,17 51.0 52.0
SARE 11.0 9.4 12,5 10.4 10.3
$ Salea/§ Investment .98 .94 .81 .73 .74
Selling Price/1b §.1558 +154 «153 .154 -154
Cost of Sales/1b $.082 ,080 .082 075 L0714
Capacity - MM lbs 55.8 56.4 56.4 53.4 53.4
Excess 11.8 9.6 7.7 4 -
Internal Use 9.8 1l2.2 11.4 13,1 13,1
Sales 34,2 34,6 37.3 39.9 40.3

This is a consolidated group of Aroclor products crossing thres
product grovp lines and various price scheadules. From an overall
appraisal, it can be stated that the Arcclor family constitutes a
very profitable and large family of products that are rather widely
diversified in end-use applications, .

The Arocloras are expected to continue to grow in volume and retain
a favorable profitability status. Plans are currently in prograss
to install a major expansion in capacity to accommodate growing
deamand for thase products.

6=
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ASPIRIN
{($ in Millions)

Actupl 1964
1961 1962 1963  Budget Cap'ty
Gross Invest. ~ Sales § 5.7 7.2 7.7 7.9 7.9
Internal Use § .2 ' S | - -
Total 4 5.9 7.3 7.8 7.9 1.9
For Sales)
% ROI (after tax) B.1l 9.9 10.6 11.2 13,1
Sales 9 4.4 5.0 5.8 8.7 8.7
Growa Profit . $ 1.2 1.8 2,1 2,2 2,8
SARE § .2 «3 .4 o4 .4
Other Income $ - - - - -
Division Contribution $ 1.0 1.5 1.7 1.8 2.1
As % of Balest
Division Contribution 22.2 30.0 29.4 31.0 36,1
Grows Profi¢ 26,3 36.8 36.7 38.5 43.6
SARE 6.4 7.1 7.8 8.0 8.0
§ Sales/§ Inveatment .76 +69 .78 .72 o2
Selling Price/lb $,563 .370 ,558 536 536
Cost of Sales/ld $.404 +360 354 »330 302
Capacity = MM lbs 10.0 10.0 10.0 10.6 10.6
Excess ) 2.1 1.2 (.5) - -
Internal Use 2 .1 N - -
Sales 7.7 8.7 10.4 10.6 10.6

The growth of aspirin demand was somewhat unexpected. It resulted
largsly from withdrawal of phenacetin from some analgesic compounds
and the substitution of sspirin, For tha paat two years opsrations
have besn at full capacity and continued operations are forecast at
this level with some purchases in 1964. Incremental expansions in
both ealicylic acid and aspirin hava been effected and currently
major expansicns in doth products are being studiad,

Monsanto has & very strong position in integrated raw materials and
technology leading to the economic production of aspirin., This domi-

nant position is sxpected to continue. Pricing of finished aspirin
will be affected only slightly by a reduction in tariffas.

G-
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BIPHENYL
($ in Milliona)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Investi, - Sales § 3 .3 .3 .3 .4
Internal Use § 1.5 1.9 2.3 2.2 2.2
Total $ 1.8 2.2 2.6 2.5 2.6
For Sales:
% ROI (after tax) 29.4 28.1 29.7 24.6 64.6
Sales § 4 -4 .4 .3 1.0
Groes Profit $ .2 .2 .2 .2 .6
SARE § - - - - .1
Other Income $ - - - - -
Division Contributicn $§ .2 .2 .2 .2 .5
An % of Sales:
Division Contribution 41.6 44.1 81.3 $0.6 55.0
Gross Profit 47.8 51.7 55.6 56.8 58.7
SARE 6.8 7.8 4.8 6.6 3.8
§ Sales/§ Investment ~lL.47  1.33 1l.21 .97 2.3%
Selling Prics/ib $.154 .163 + 166 167 .167
Cost of Sales/lb $.080 .079 .074 .072 069
Capacity - MM lba 27.0 32.4 32,4 32.4 32.4
Excess 2.3 7.1 5.6 37 -
Internal Use 22.3 22,9 24.5 26.7T 26.7
Salen 2.4 2.4 2,3 2.0 5.7

Biphenyl is manufactured primarily for upgrading to Aroclors. A
atable Biphenyl market for sbout 2 miliion pounds has existed for
many years and will probably continue at this level. Monsanto's
position will be threatened in this 2 million pound market by by-
product Biphenyl availabls from two sources - Schenectady Chemical
phenol by-product and the hydrodealkylation residues containing
above 50X Piphenyl. If one or more of these parties upgrades crude
Biphenyl to satisfactory quality, about 800,000 pounds of Monsanto
business will be lost, Price reduction by Monsanto will not materi-
ally affect the placement of this by-product material.

~B5=
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PISPHENOL A
($ in Millions)

Actugl 1964

1961 %62 J9&3  Budaet Cap'ty
Gross Invest, - Bales $ 3.4 4,6 4.6 5.4 5.4
Internal Usa § .1 1 .1 2 .2
Total $ 3,5 4,7 4.7 5.6 5.6
For Sales:
% ROI (after tax) 2.7 6.8 8.7 10.7 11.0
Sales $ 2.1 2.6 3.3 3.4 3.4
Grosa Profit $ .9 1.1 1.4 1,5
SARE $ .1 .2 .3 .3 3
Other Income 8 ~ - - - -
Division Contribution § .2 .? 8 1.1 1.2
As X of Sales
Division Contribution 9.1 24.8 25.6 34.0  34.9
Gross Profit 16.4 32,7 3.6 41.7 42.5
SARE 7.7 8.4 B.? 8.0 8.0
§ Sales/$ Investment .61 .57 .71 .63 .63
Belling Price/ld §.247 «256 224 +230 230
Cost ofSales/1b $.207 .172 .14 134 L1132
Capacity ~ MM 1ba * 13,5 13.6 15.4 15.4
Excess - 3.1 (1.4) .1 -
Internal Use ) .2 .4 .5 -]
Sales 8.4 10.2 14.6 14.8 14,9

* Product made in multiple purpose equipment which causes a fluctu-
ating capacity to exist.

Costs of Bisphencl A improved as the plant attained full capacity
operation in 1963. The unit is sold out for 1964 and production is
being supplemented by conversion of Monsante phenol for resals.
Pricing of Bisphenol A has been relatively firm, in spite of major
breaks in phencl pricing, but pressure is expscted in 1964 and 1965,
The major outlet continues to be for epoxy resins, This unit is not
akle to make the quality required for polycarbonate resine. & plan
to inatall such a unit has been deferred indefinitely.

Coats will be helped by improvemants in phenol and acetone with a
higher percentage of phenol produced at the cumene phencl unit of
Chocolate Bayou. An expansion of about ) million pounds to a total
of 18 million pounds of epoxy-grade BPA is now under consideration
for somevhat limited capital.

Adaguate capacity exists in the USA for total zrequirements of both
spoxy and polycarbonate quality, The 1963 production of epoxy resins
was & hew record --~- 30% over the 1962 level. The epoxy resins ara
produced under a limitsd number of licenses against major patents
which expire beginning in 1966. Some degradation in pricing can

occur at that time. 66
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Groam Invast, - Sales
Internal Use
Total

For Salesa
% ROI (after tax)

Bales

Gross Profit

SARE

Other Income
Divielon Contribution

As X of Bales:
bivision Contribution
Gross Profit
SARE

$ Ssles/$§ Investment

Selling Price/lb
Cost of Sales/1b

Capacity - MM lba
Excess
Internal Use
Sales

Caffeine profitability by normal standards will never ba satisfactory,
It is axpscted that within a year or two Monsanto will withdraw from

CAFFEINE
{$ in Millions)

Actual 1964

1961 1962 1963  Budget Cap'ty
$ 4.3 4.4 4.1 3.6 3.7

§ - - - - -
$ 4.3 4.4 4.1 1.6 3.7
(L.8) (1.0) (1.6) (2.9) 3.9
$ 1.2 1.2 1.4 1.1 2,8
8 (.1) - - 1.1) .4
§ .1 .1 .1 .1 W1

g - - - - -
$ (.2 (.1) {.1) {.2) P
13.2) (7.8) (9.3) (19.0) 1l0.2
(6.7) (.7) (1.5) (10.9) 14,7
6.4 7.1 7.8 8.0 4.6
.29 .27 35 +31 76
$2.24 2.35 2.18 2,19 2.1%
$2.39 2.37 2.21 2.4 1.87
1.2 1.2 1.3 1.3 1.3
.7 .7 .6 .8 -

.5 .5 .7 5 1.3

the caffeine market unlesa some unexpacted opportunity cccurs to

improve the margin., Foreign producers are selling below cost to the

US markat and at least one of them is in danger of hankruptcy.

M to no 1

ger has a fully integrated position in caffeine and

purchases its raw material from Germany. There will be little loss

in capitel or profits vhen Monsanto withdraws from this product.

Ly

0633473

WATER_PCB-00039765



DI_OCTYL PHTHALATE
1% in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty

Gross Invest. = Bales § 2,1 5.3 5.9 6.9 7.1
Internal Vse § .8 .6 . .8 +6 .6
Total $ 2.9 5.9 6.7 7.5 7.7

For Galso:
% ROI (after tax) (5.5) (5.7) (6.8) (2.0) 1.4
Salas § 1.9 4.1 4.0 4.6 7.0
Gross Profit $ (1) (.4) {.6) .2 .6
SARE $ .2 .2 .2 3 4
Other Income 4 -~ - - - -
Division Contribution $ (.3) {.6) {.9) (.1) .2

An % of Balem

Division Contribution (12.7) (15.3) (20.9) (2,9) 2.8
Grosn Profit (4.5) (9.6) (15.0) 3.3 1.9
SARE 8.2 5.7 5.9 6.2 5.1

§ Salen/§ Investment .91 77 .67 .68 .99
Selling Price/lbh $.220 .168 .142 182 152
Cost of Sales/)b $.230 .l184 .163 147 140
Capacity = MM 1bs * w . 49.1 49.1
Excess - - - 15.9 -
Internal Use 2,3 2.8 3.6 2.7 2.7
Bales 1]l.2 24.2 28,0 30.6 46.4

* Preduct made in multiple purpose equipment which causes a fluctuating
capacity to exist.

Price competition in 1962 and 1962 was the most stringent during the
history of plasticizers. Neverthsless it appearsd to bhottom-out at
14¢ per pound and & prica rise to 16¢ per pound was made effective
October 1, 1963, It is axpectsd to hold at this level in 1964.

Costs have been improved by & convarsion arrangement on ox¢ alcohols.
The intermediate, phthalic anhydride, has bensfited from lower naphth-
alene prices. Fundamentally we have the lowest-cost naphthalene in
the USA and the Delaware Rivar phthalic anhydride plant is the most
efficient in the industry, At present phthalate plasticizers are
oversold with one exception === the unit at Long Beach.

DOP is producing income via trade-outs in other products which is not
cradited to DOP. These trades produce income foxr the division which
%503 saliblo to obtain in any other way and in 1964 will amount to

' .

A further price increase of at least one cent per pound is anticipated
in 1965, With continusd efforts to improve costs of raw matsrials we
should show an improved income in DOP.
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Gross Invest. - Bales

Internal Use

Total

For Sales:
% ROY (after tax)

Bales

Gross Profit

SARE

Other Income

bivision Contribution

As % of Bules:

Divisicn Contribution

Gross Preofit
SARE
§ Bales/$ Investment

Selling Price/1b
Cost of Bales/1lb

Capacity - MM lbs
Excess
Internal Use
Sales

Monsanto supplies the entire U8 market of Ethavan: result, an excel-

ETHAVAN
($ in Millions)

Actual 1964
1951 1962 1963  Budget Cap'ty
82.0 2.3 2.5 2.6 2.6
- - - - -
$20 2.3 2.5 .6 2.6
13.8 14,0 12.8 13.7 13,9
$1.6 1.5 1.9 2.1 2.1
') .8 .8 .9 .9
8 . .1 .1 .2 .2
$ - - - - -
$ .6 9 .7 .1 .7
35.9 28.9 34.9 3.3 3.6
4.8  42.6 42.1 40.8 4.1
6.4 7.1 7.8 8.0 8.0
.80 .82 .77 .82 .82
$6.23 6.24 6,10 6.24 6.24
$3.62 3.58 3.53 3.70  3.67
.3 .3 .3 3 .3
.3 .3 .3 ¥ a2

lent margin and ROI, PFull integration of raw materiale makes ocur

position strong. Frequently other producers threaten to enter this

market but no far nons have found the means.

The threat to this business rests with a toduction in tariff, which
is now at 7¢ plus 45% of the UB selling price.
dominate this market but at a lowsr price and margin if tariffe are

reduced.

-69-
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FUMARIC ACID
(% in Millions)

Actual 1964
1960 1962 1963  Budget Cop'ty
Gross Invest. - Sales $ 3.0 3.6 4.0 4,2 4.2
Intetrnal Use § .3 .6 .3 .4 .4
Total $ 3.3 4.2 4.8 4.6 4.6
ror Sales:
% ROY (after tax) {(1.6) (1.5) (2.,0) .7 1,3
Sales § 1.3 1.3 1.4 1.9 1.9
Gross Profit $ - - { .1} 2 .3
BARE $ .1 .1 .1 o1 .2
Othsr Income ¢ - - - - -
Division Contribution $C .1y (.1) (.2) o1 .1
A % of Salest
Division Contributicn (7.3} {8.7) (12.2) 3.2 1.8
Gross Profit .5 ( .5) ( 3.6) 11,1 1.7
SANE 7.7 8.2 B.6 8.0 8.0
§ Sales/$ Investment 45 .37 .34 .45 45
Selling Price/lb ©o%.221  .197  .162 175,178
Cost of Sales/1b $.220 198 167 .156 181
Capacity = MM lbs 13,2 13.2 11.8 12,0 12.0
Excess 6.5 5,2 2.2 - -
Internal Use .7 1.3 1.1 1.3 1.3
Sales 6.0 6.7 8.5 10.7 10.7

The price degradation afflicting maleic anhydride also attacked
fumari¢ acid. The price decline was beyond reason as maleic anhydride
producers jumped into fumaric acid ma a way of moving product. In
addition, a new production unit was established by a competitive food
acid manufacturer (Pfizer) to supplement the traditional citric acid,
Costs have been high due to volume variance carried over from maleic
anhydride,

The price increase of January 1, 1964 has not besn fully successful
and additional efforts will be made in the future to increase prices
to a reasonable level -- target, 24¢ per pound by 1968. Research and
Davelopment have baen promoting new markets for fumaric acid as food-
grada and cold-water soluble products. The potentlal volume of these
uses, plus normal growth for resin applications, will oversell this
unit in 1965 and new capital will be required. Justification is dif-
ficult in the face of 1963 losses, but long term, the product should
bs acceptable, '‘Cold-water-soluble fumaric acid alone could add 10 -
million pounds to sales.
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B __ACID
(§ in Millions)

Agtual 1964
1%6) 1962 1963  PBudqet Cep'ty
grose Invest. - Sales 8 1.9 1.9 2.1 2.3 2.4
internal Use § - - - - -
Total $ 1.9 1.9 2.1 2,3 2.4
For Sales:
% ROI (after tax) 9.0 10.0 7.6 " 6.0 12,2
Bales $1.6 1.6 1.7 1.5 2.1
aGroas Profit § .8 .5 4 .4 7
SARS $ .1 .1 .1 W3 1
Other Income $ - - - - -
Division Contribution $ .4 o4 .3 .3 .6
As X of Saless
Pivision Contribution 22,3 24,4 20.0 19.0 27.%
Grome Profit 29.0 32.1 24.% 25.4 31.7
BARE 6.9 7.9 4,7 6.6 5.3
8 Sales/$ Investment . .83 «B5 +79 .63 .68
Selling Price/lb $.949 ,943 ,837 .879 .879
Coat of Sslea/lb $.673 641 632 +656 -1 H
Capacity - MM 1lbs 2.4 . 2.4 2.4 2,4 1.4
Excess 7 .7 o4 7 -
Internal Use - - .= - -
Sales 1.7 1.7 2.0 1.7 a.4

The H-Acid budget is probably understated for the coming year due
to the devalopment of substantisl oversesas business. Pricing in
Buropssn markets is very low but the U.8. selling price is stable
after Monsanto rxeduced the price 1l0¢ per pound about a year ago,

Longer range, this product is subject to some of the textile busi-
ness vicissitudes such as prefersnce in certain colors from sesson
to senson. Monsanto is the only H-Acld producer who is not alwo
in the dye business and is therefors the preferred supplier to the
indepandent dys producers. We expsct to continue to esrn a satis-
faoctory ROI and dominate the U.8.A. market.
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MALEIC ANHYDRIDE
{$ in Millions)

Actual 1964 _
2961 1962 1963  Budget Cap'ty
Gross Invest. - Sales $ 7.2 7.3 7.3 7.5 7.%
Internal Use § 3.8 3.4 .23.6 3.6 1.6
Total $11.0 10.7 10.9 11,1 1.1
For Bales:
% ROI (after tax) 3.5 1.9 .2 2.9 4.8
Sales 5 3.8 3.4 2,9 3.7 4,3
Grows Profit $ .8 N .3 Y 1.0
SARE § .3 .3 3 3 .3
Other Income § = - - - -
Division Contribution § .8 .3 - 4 o7
As % of Sales
Divieion Contribution 13.9 8,5 1.1 11.6 16,7
Gross Profit 21.0 16,7 9.6 19.5 23,8
SARE 7.7 8.4 8.7 8.0 7.3
§ Bales/$ Investment «53 .46 40 .49 .57
Selling Price/lb $.22) 170 134 143 »143
Cost of Bales/lb §.176 .142 .121 115 .109
Capacity -« MM lbs 57.6 48,0 45,1 45,1 45.1
Excess 29.7 18.0 11,0 4.4 -
Internal Use 10.8 10.3 12,2 14.9 14,9
Bales 17,1 19,7 21.9 25.8 0.2

Competitive pressures through 1962 and 1963 caused major price
reduction and a corrasponding decline in earnings. Start-up charges
at Chocolate Bayou contributed to higher costs in late 1962 and
early 1963 (re transferred beanzene}. The iIntroduction of higher
prices at January 1, 1964 has not been complotal.y successful with
below-list sslling continuing.

While we have bean able to minimize costs with 8D catalyst, certain
narginal producere have shut down. Marketing strategy provides for
increassd volume as other high-cost producers discontinue cperations,
Fumeric acid products (resin, food and cold-water-soluble grades) and
the dialkyl maleates and fumarates are being promoted to increase
total volume of malelc anhydride consumed, Continued efforts will be
made to obtain higher prices for these producte without losing aales
volume. By 1966 this program should be successful and income levels
for the malaic snhydride product family will be acceptabls.
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MERSIZE RM, TFL, AND ROSIN SIZE RIP
{$ in Millions)

Actual 1964

1961 1962 1963  Budget Cap'ty
Gross Invest. -« Sales $ 5.2 5.2 6.0 6.0 6.6
Internal Use § - - - - -
Total 4 5.2 5.2 6.0 6.0 6.6
For Balesa
% ROI (after tax) 15.2 17.1 15.4 15.5% 29,8
Eales $6.5 -1 7.8 8.3 14.8
Oross Profit § 2.2 2.7 2.8 2.9 5.3
SARE $ .6 .8 9 1.1 1.8
Other Income $ - - - - 1
Division Contyibution $ 1.6 1.9 1.9 1.8 3.9
As ¥ of Salam:
Division Contribution 25.0 25.9 24.9 22,1 26.4
Oross Profit 34.3 36,9 36.5 4.8 35.9
BARE 9.6 11.3 12.0 13.4 9.9
§$ Sales/$ Inveatment 1,27 1.38 1.29 1.40 2.24
selling Price/lb §.181  .170 .163 162 162
Cost of Sales/ib §.119 .107 .108 .106 .104
Capacity - MM lbs L L4 * 91.6 9l1.6
Exceas -~ - - 40,0 -
Intarnal Usa - - - - -
Sales 36.3 42.8 47.1 51.6 91,6

* product made in multiple purposs equipment which causes & fluctu-
ating capacity to exist.

Higher efficiency producte are critical to this market. Such a
product, Marsize TPL, was introduced in 1963 and priced at a premium
initially but competitive action sliminated the premium. Only Hercules
and Amsrican Cyanamid have been able to producs the higher-efficiency
sizo and the bulk of the business is held by Monsanto and these
producers.

Additional supply of crude tall oil in 1964-1965 will improve costs of
tall oil rosin. Aggredsive purchasing is supplementing our own rosin
with purchased material at advantagecus prices. Pasts capacity ia
adequate for several ysars. Research continuas in higher-efficiency
products from rosin., Although major effort is mlso baing directed
toward a chamical aire, it will be a specialty material and the rosin-
basad products will continue although at lower total production than
at present. The paper industry continues to expand at an annual growth
of 4% and new specialty and high-performance papers are expanding at
6-15% par year. In the latter applications, we plan to sstablish new
specialty chomicals to supplement our existing line.
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Grose Invest, - Sales

ORTHONITROANILINE

{$ in Millions})

- Actusl | ____1964 _
4263 pudget Cap'ty

1961
‘ l‘

Internal Use § -

Total

For Bales:
% ROI (after tax)

salas

Groas Profit

SARE

Other Income
Division Contribution

As X of Bales;

Divinion Contribution

Grosn Profit
SARE
$ Ssles/d Investment

Belling Price/lb
Cost of Sales/lb

Capacity = MM 1bs
Excaey
Intarnal Use
Galas

20,7

.6
«3

1962

54.2
61.8

7.9
1.1

446
170

1.7

.7

I6

36.2

-40.6

4.7
.17

»434
.256

1.1

19

51.5
57.6
6.6
.08

430
182

2,1
.8

1.3

.7

.7

40.7

9
]
.1

60.3
64.9

5.0
1.35

430
.15

2.1

2.1

* product wmede in multiple purposs squipment which causes a fluotu-

ating capacity to exiat,

No significant trends appear to influsnce this preduct in the next
fow years. The only changas occurring recently have besan the re-
entry of Koppers in the manufacture of ONA after purchesing the

In addition to the resulting reduced
volume, 1963 profitability was further lowered by highar plant costs
The margin is good for this
product and the ROI wiil remain very sxcallsnt.

product from us in 1962,

due to machanical squipment problems.

0633480
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PARA-NITROANILINE
{$ in Mi)llione)

Actual 1964
1961 1962 1963  pudget Cap'ty
Gross Invest. - Sales $ 4.4 4.1 4.1 4.1 4.2
Internal Use § =~ - © .2 .6 .6
Total $ 4.4 4.1 4.3 4.7 4.8
Foxr Salas:
% ROI (after tax) $.2 5.7 6.4 6.7 14.%6
Salas $ 2.9 2.3 2.3 2.3 1.6
Qross Profit § .7 W7 .6 .7 1.4
SARE § .2 2 .1 1 .2
Other Income § - - - - -
Diviaion Contribution § .5 - ] .6 1,2
As % of Bales:
Division Contribution 16.7 21.4 23.7 24.0 34,2
Gross Profit 23.4 29.1 28,2 30.4 39,1
BARE 6.9 7.9 4,7 6.6 5.0
§ Gales/§ Investment 64 .88 .56 .56 .86
Selling Price/lk $.430 430 429 425 425
Cost of salen/1d» $.330 .305 ,308 = .296 .259
Capacity - MM lbs 9.4 9.4
Excans - - - 3.2 -
Internal Use 3 tom - .3 8 .8
Sales 6.6 5.3 5.4 5.4 8.6

* product made in multiple purpose equipment which causes a fluctu-

ating capacity to exist,

Although Monsanto is the largest producer and marketer of para-
nitroaniline, it is unlikely that this product can reach desirable

protitability in the foreseeable futuyre.

The :oductlon in the demand for PNA derivatives in gasoline gum

inhibitors hus caused idle capacity to exist.

for improving this occupancy.

The forecast indicates
operations will be at 60% of capacity and there is little opportunity

Monsanto has an unusually strong position in ite economy for para-

nitrochlorobanzene derivatives, including PNA, but compstitive pressure
will not permit raising PNA prices to support a proper margin,

is little indication of profitability improvemant,
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~P N
($ in Millions)

Actual 1964
2261 1962 196) pPudget Cap'ty
Gross Invest. - Sales $ 1.3 ) 9 1,1 1,1
Internal Use § 5.9 7.1 5.6 5.7 8.7
Total $ 7.2 B.0O 6.3 6.8 6.8
For Sales:
% ROI (after tax) 5 (1.3) 9.3 5.8 9.3
Bales § .3 ] .6 +6 6
Grose Profit s - - .2 2 2
BARE § - - - .1 -
Other Income $ - - - -, -
Division Contribution 8 = - .2 1 .2
As X of s‘ln;
bivision Contribution 2.7 {6.5) 29.2 23.3 36,0
Gross Profit 9.% 1.1 33,8 29.9 42.4
BARE 7.0 7.6 4.7 6.6 6.8
§ Sales/§ Investment «39 .40 +66 .82 .32
Selling Price/ib §.551  ,547  .557 .5%0  .5%0
Cost of Sales/1lb $.499 .540 «370 .386 317
Capacity -~ MM lbs * * * 10.2 10.2
Excess - - - - -
Internal Uss 8,7 10.8 9.2 9.2 9.2
Sales .9 .7 1.1 1.0 1.0

* Product made in multiple purpose equipment which ceuses a fluctu=
ating capacity to exist,

This product is made primarily as an intermediate to phenacstin,
Santoflex AW and Santoquin. Sales reported here are incidental and
are largely to our subsidiaries in England and Canada for the same
products mentioned above, BSales earn a modest ROI bectuse of the
excess para-phenetidine capacity in the world, particularly in
Germany as a result of reatrictions recently placed on phenaceting
i.e., phenacetin is not preduced to as great an extent as in the
past, therefore the intermediate is selling at distressed prices,
Monsanto is well placed in this chemistry, which goes back to
nitrochlorobentene and will remain completely competitive in the
foreseeable future,

0633482
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ENTACHLOROPHENO.

{$ in Millions)

Gross Invest, - Sales
Internal Usse
Total

For Gales:
% ROI (after tax)

Snles

Qross Profit

BARE

Other Income

Division Contribution

As X of Sales:
Division Contribution
Gromss Profit
SARE

$ Sales/$ Investment

Selling Price/lh
Cost of Sales/lb

Capacity - MM lbs
Excess
Internal Use
Sales

# Product made in multiple purposs equipment which causes a fluctu-

ating capacity to exist.

Earnings in 1963 ware reduced slightly because of start-up problems
on the pentachlorophenol prilling equipment.

Actual 1964

1961 1967 1963  Rudget Cap'ty
$ 2.3 2,7 2,4 2.4 2.4
$ .9 .8 1.0 .9 9
$ 2.2 3.8 1.4 3.3 3.3
8.6  B.2 6.9 4.8 7.1
$ 1.7 1.6 1.7 1.3 1.6
$ .6 .7 3 .4 .5
y .2 .2 .2 .2 .2
$ - - - - -
§ .4 .5 .3 o2 ]
24.1 20.8 20,1 17.3 21.4
33.8 39.8 3l.8 0.0 3.0
9.6 1.3 12,0 13.4 12,1
.14 +59 o172 1] .66
$.171  .189 .16 »136 136
.14 .102 (109 .09% 091

* 16.2 16,2

- - 1.9 -
s.2 3.6 5.6 4.7 4.7
9.8 9.4 10.4 9.6 11.5

However, ths new product
Profita-

form has been heipful in expanding our share of the market.
bility drops further in 1964 due to an anticipated drop in selling

price. Costs were improved substantially by lowesr~cost phenol,

trend will continue,

In 1963 Wood Treating Chemicals Co., was acquirad to provide additional
profits and better control of distribution, particularly of formulated
Two new distributors were also added
This
our

pentachlorophenel preducts.

vhereas Wood Treating had previously been ocur only distributor,
program resulted in greater sales with 1963 well ahead of 1962,

program encompasses further distributor activity as well as
direct induatrial sales; via Wood Treating we will instigate and

develop new formulations for the marketing of penta solutions and dry

mixtures.
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PHENACETIN
($ in Millions)

. Agtual 1964
1961 1962 1963 Budget cCap'ty
Gross Invest. - Sales $ 2.6 31 2.4 2.3 2.4
Internal Use § = - .- - -
Total $ 2.6 3.1 2.4 2,3 2.4
For Sales:
% ROI (after tax) 24.6 20,2 16.4 16,6 31,2
Salen § 2.8 .0 1,9 2,0 3.0
Gross Profit $§ 1.5 1.8 .9 .9 1.7
BARE $ .2 ] .1 W1 o2
Other Income $ - - - - -
Division Contribution $ 1.3 1.3 .8 .8 1.5
Ar % of Sales:
Division Centribution 46,9 43.6 42,2 38.6 49.4
gross Profit 52.6 50.23 49.3 46.0 53.0
SARE 6.4 7.1 7.7 8,0 6,0
$ S8ales/§ Investment 1.09 .97 .81 .86  1.26
Belling Price/1b . $.980 2915 966 .85%0 850
Cost of 8ales/1b .464 455 <439 459 .Ja2
Capacity = MM lbs 3.4 3.4 3.5 3.5 3.5
Excess +6 93 1.3 1.2 -
Internal Usse - - - - -
Sales 2.8 3.3 2.2 2.3 3.5

The ROX and margin on this product continue to be good, However, ths
volume has been reduced by about ons million pounds par ysar because
of alleged deletarious effects of over-consumption of phenacetin in
some countries. Two of the larger analgasic compounds have withdrawn
phanacetin from their formula. Government restrictions may further
raduce phenacetin consumption. On the other hand, failure to rastrict
the product by the government may permit a raturn to larger volumas.

Price attrition im being felt slowly from imported material and any
further reduction in tariffs will raflact itself in Monsanto's net
selling price, Monsanto dominates the US market for phenacetin and
has a atrong position in integrated intermediates, We will continue
to dominate this market but probably at a somewhat lower price and
volume,
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EHENOL
{$ in Milljions)

Actual 1964
1961 1962 1963 udget cap'ty
Gross Invent, - Sales $ 8.7 15.9 15,1 1.1 11.1
Internal Yee § 25.0 30.0 208.8 3.8 33,8
Total $ 3.7 45.9 431.9 44.9 44.9
For Sales:
% ROI (after tax) 6.7 2.7 »7 3.7 4,2
Sales (1) § 5.0 6,3 6.2 5.1 5.1
Gromss Profit 8§ 1.6 1.3 .5 1.1 1.2
SARE § 4 3 .3 «3 .3
Other Income 5 - 1 - - -
Division Contribution $ 1.2 .9 o2 .8 9
As X of Sales:
Division Contribution 24.5 13.% 3.7 16.1 18.4
Gross Profit 31.4 21.2 8.3 22,5 24.8
BARE 6.9 7.9 4.7 6,6 6.6
$ cales/§ Investment .57 +40 .43 46 .46
8alling Price/lb § .18  .126 ,092 .08 089
Cost of Salen/lb §$ .109 .099 .084 .069 .067
Capacity -~ MMibs (2) 142.5 164.0 191.6 224.9 224.9
EXCo8s 4.0 (5.5) (21.9) - -
Internal Uee 107.3 119.1 146.0 167.2 167.2
Balems (1) - 3.2 50.4 67.5% 57.7 57.7

(1) 1Includen purchased sales
(2} ~Avon annual capacity of 33.6MM 1bs included in 1961 and 1962,
excluded in 1963 and 1964 as squipment is inoparative.

Profitability has been reduced during the past three years to a low
in 1963 primarily becauss of several new producers, Resulting

in domestic delivered price attrition from 17.5¢ per pound to the
present 11,2%¢ per pound. Costs have been reduced materially over
this period from about 12¢ per pound to the current forscast of 6.9¢.
Further improvements will be made in cost so that a below 69 cost can
be predicted. .

Profitability includes by-products as thess salss have been credited
to the cost of phenol.

During the next 12 to 18 months there will be some price activity,
probably resulting in & short-range reduction of another 3/4 to 1¢
per pound, Easically Monsanto is satrong in the production of phenol
having the largest single, one-line cumene phenol plant in the world
and probably, thersfore, the lowest unit costs, Our improved
sulfonation phenol plant at WGK is not far behind in over-all sconomy.
Nevertheless, sales of phenol will probably show no hetter than 4 - 6X
ROI after tax for the next two or three years.
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EN

Groas Invest. - Balenm
Internal Use
Total

¥or Sales:
% ROI (after tax)

Bales

Gross Profit

BARE

Other Income

Division Contribution

AB ¥ of Bales)
Division Contribution
Gross Profit
SARE

§ Sales/$§ Investment

Selling Price/lb
Cost of Bales/1b

Capacity = MMlbas
EXCe8s
Internal Use
Gales

ONIC ACID 6
(5 in Millions)
Actual 1964

1961 1962 1963 Budget Cap'ty
§ .6 .7 .7 .9 1.1
s - - - - -
$ .6 .7 7 .9 L1
25.8  16.9 20.7 16.4 198.7
$ .7 .6 ] .6 2,8
$ .4 .3 .3 .3 1.8
$§ .1 - - - .1
s - - - - -
$ .3 .3 3 «3 1.7
44,6 44,3 46,6 48.2 60.9
50.8 52,0 50.9 54.4 64.0

6.8 8.0 4.6 6.8 3.2
1,21 79 .92 68  2.58
$.217 .200 .183 178 178
$.107 .096 .090 .081 .064
19.0 19.0 15.6 15.5 14.5
15.8 16,0 12.3 12.2 -

3.2 3.0 3.2 3.3 158.5

This product, aleng with ite companion product, Dihydroxy Diphenyl
Sulfone, earned very excellent margine.
these two products primarily for the treatment of steel plate,
have excellent relations with steel companies and expsct to continue

approximately as in the past.

Monsanto ie dominant in

We

Excess capacity is a considerable portion ¢f capacity: but the type
of equipment required in the process makes this inevitable at current

realistic demand.

0633486
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I
{$ in Millions)

Actua) 1964
1961 1962 1963 Buduet Cap'ty

Gross Invest, - Sales $ 18,8 11.1 13,3 13,1 13.8
Internal Use § 8.5 15.0 16.7 16,3 18,1
Total § 27.3 26.1 30.0 29.2 29.6
For Balem;
% ROI (after tax) {.3) (2.6) ({6.0) (.%) 3.3
Sales 4 6.8 5.3 3.8 4.4 8.4
Gross Profit § .4 .2) (1.3 o2 1.4
SARE $ .5 4 .3 3 .5
Other Income § - - - - -
bivision Contribution $ (.1) (.6) (l1.6) {.1) .9
Ar % of Salasy
Division Contribution (1.5) (11.4) (43.4) {3.0) 10,6
Gross Profit 6.0 (3.1) (34.7) 4.9 16.1
SARE 7.7 8.3 8.7 8.0 5.5
§ Sales/$ Investment 36 .48 .29 34 .62
Belling Price/1d $ 172 137 .09 106 ,106
Cost of Sales/lh $ .161  ,141 ,123 .10l .089
Capacity = MMlbs 118.9 162.3 163.2 144.0 144.0
ExXcess 50.5 69.5 62.7 37.7 -
Internal Ues 29,1 54,3 58.8 64,7 64.7
Snles 39,3 38,5 41.7 41.6 79.)

Another victim of the price ware of 1962 and 1963, phthalic anhydride
bottomed out and & 3¢ price increase was established October 1, 1963,
The change did not benefit immediately because of carry-over commit-
mente Bnd inventory building at the old pricee. This inorease, howaver,
will benefit this product substantially in 1964. During 1963 marginal
facilities were taken out of operation, including 30 million pounds
of capacity at the J. F. Queeny plant, The Delaware River plant
sxceeded design capacity and cost and has proven to be an excellsnt
investment, This unit now has a demonstrated capacity of 65 million
pounds psr year and with 4% petroleum naphthalene will have a bulk
cost of 6.5¢ psr pound,

The units at J. F, Queeny and Everett are being studied to sstablish
a program for capital improvement, and it appears likely that major
new capital and retirement of much of the older facilities will be
required to obtain the most sconomic solution. Our over-all objective
ies to reduce phthalic anhydride cost to 7¢ per pound or less. The
operation of Chocolate Bayou for both naphthalene and ortho-xylene is
being integrated into an over-all program for phthalic raw materials.

-8~
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~200

($ in Milliona)

Gxoss Invest., - Salens
Internal Use
Total

rox Galee:
% ROI (after tax)

Sales

Gross Profit

SARE

Other Income

Division Contribution

Az X of Bales:
Divimsion Contribution
Grosa Profit
SARB

$ Sales/$ Investment

Selling rice/lb
Cost of Sales/1lb

Capacity - MMlbs
Excess
Internal Use
Salen

*product made in multiple purpose squipment which causes a fluctuating

capacity to exist.

Actua) 19649
136k 1962 Budget Cap'ty
§ .5 9 .1 .8 1.0
‘ - - - - -
$ .5 .9 .7 .9 1.0
11.3 18,2 18.7 18.% 36.1
$ .6 9 7 .8 1,8
$ .2 .3 4 8-} 9
$§ .1 2 W1 .1 .2
’ - - - - -
.1 .3 .3 N o7
2.9 40.4 39,4 42.6 46.7
47.1 58.0° 93.4 56.7 38.8
24.2 17.6 17.0 14,1 12,2
1.03 .94  1.02 .91 1.8
$.223 222 221 223 223
§.118 .093 099 096 ,092
. * * 6.9 6.9
- - 2.1 -
2.5 3.9 3.1 .8 6.9

Pydraul A-200 is a low-cost hydraulic fluid developed several ysars

ago to sxpand cur volume in the industrial fluid market.

It has shown

favorable growth and profitability to date but the growth curve is
sxpscted to level off unless Pydraul F-9 customers are converted to

A-200.

A» this product is a blend of proprietary components, its cost and
selling price should remain relatively atsble for the pradictable

future,

063348
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RYRANOLE
($ in Millions)

‘ Actua) 1964
1961 1962 1963 pudget Cap'ty

Gross Invest, - Bales $ 1.5 l.4 1.4 1.7 2.1
Internal Use § -~ - - - -
$

Total 1.5 1.4 1.4 1.7 2.1
For Sales)
¥ ROI (after tax) 12, 13,7 9.2 31.1 40,3
Sales $1.7 1.7 1.6 1,8 5.1
Grose Profit § .6 .6 .6 .7 2,0
BARE s .2 .2 3 PR «3
Other Incoms $ - - - - -
Division Contribution $ .4 .4 .3 T 1.7
As % of Sales:
Division Contribution 22,9 24.4 16.8 21,9 32.%
Gross Profit 33,9 36,4 35,2 36.0 39,1
BARE | il.l 12.) 18.4 14.1 6.5
§ Bales/§ Investment 1,14 1.17 1.15 1.0% 2.48
Selling Price/1b $.158 ,160 .158 156 156
Cost of Snles/lb $.108 .102 .102 <00 ,09%
Capacity = MMlhs 37.8 " . 2.8 32,8
Excess 27.1 - - 21,1 -
Internal Use - - - - -
Sales 10.7 110.5 10.2 11,7 32,8

“product made in multiple purpose equipment which causes a fluctuating
capacity to exlist,

drowth in Pyranol sales is directly related to the growth of slectrical
installations requiring thess transformer fluids, Selling prices and
costs have bsen relatively constant with profitability dependant upon
sales volume,

Cooperative programs under way with GE and Westinghouse are directed
toward substantially increasing the Pyranol content of the transformer
fluids, Results of the studiss are expected to be favorable and an
increased volume of sales and greater total profits are anticipated in
future years,

In 1963, higher SARE expanses resulted in a drop in profitability
which is essentially restorsd in 1964.

83~
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SACCHRARIN
{$ in Milliocns)

Actual 1964
1961 1962 1963 pudget gap'ty
Gross Invest. - Sales $ 2.3 2,2 3.3 % :] .8
Internal Usa $ - - - - -
Total § 2.3 2.2 3.3 3.8 3.8
For Balem:
% ROI (after tax) 8.1 11.9 1.5 2.2 3.9
Bales $ 2.0 2.0 2.0 2.3 2.4
Gross Profit $ .5 .7 .3 4 .5
SARE & .1l .3 2 2 .2
Other Income $ - - - - -
bDivision Contribution § .4 .5 o1 .2 ]
AS % of Sales)
Pivision Contribution 19.2 26,9 5.4 7.3 12.8
Gross Profit 25.3 33,7 12,9 15,1  20.2
SARE 6.4 7.1 7.8 8.0 7.8
§ Sales/§ Investment B8 .92 .59 .61 .61
Selling Price/lb $1.35 1.48 1.%6 1.56 1,56
Cost of fiales/lb $1.01 ,901 1,36 1.2 1,258
Capacity ~ MMlbs 1.5 1.4 1.5 1.5 1.5
Excens - - .2 - -
Intexnal Use - - - - -
Salesn 1.5 1.4 1.3 1.5 1.8

8accharin profits suffered a seriocus drop in 1963, which continues

in 1964, By 1965 supply and demand should balance and we should
again return to & 10X ROI. During the years 1963 and 1964 Monsanto

is importing saccharin and OTSA in order to supply our customers,

This along with start-up and higher plant costs, reduces profitability
to an unacceptable level. Our new and efficient plant is now
operating, producing good-quality saccharin. The toluene sulfonchloride
and amide plant is being expended with completion schedule for July
1964, Thise will improve profitability upon completion. The price of
saccharin will continue to be under pressure from Japanese producers,
particularly if tariffs are reduced, We expect to continue the
manufactuyre and sals of saccharin as a part of our enlarged effort to
serve a food processor market. We will, therefore, not judge the
merit of this program entirely by the sales and profits resulting
from saccharin but from the develcopment of new swesteners including
saccharin as one of the components., There is good evidence of initial
success in this improved sweetensx program.

-84
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SANTICIZER 141
{$ in Millions)

Actual 1964
1961 1962 1963 DBudget Cap'ty
Gross Invest, - Sales $ 3.3 3.7 3.0 3,2 3.2
Internal Use § .2 .3 .5 .6 .6
Total § 3.5 4.0 3.5 3.8 3.8
For Sales:
% ROXI (after tax) 11.6 15,5 18.7 20,0 21,2
Sales § 3.3 3.1 2.9 2.9 2.9
Gross Profit $ 1.0 1.3 1.3 1.5 1.6
SARRE $ .2 .2 .2 2 .2
Other Income $§ - .1 - - -
Division Contribution $ .8 1.2 1.1 1.3 1.4
As % of 5ales:
Division Contribution 23.4 37.8 40.1 4.3 4.0
Gross Profit 30.6 41.6 45.1 50.3 §3.0
SARE 8,1 5.7 5.9 6.2 6.2
§ Sales/§ Investment 1,03 .96 .92 .90 .90
Selling Price/lb §$.332 .327 <325 .324 324
Cost of Sules/1b §.230 ,191 ,178 161,152
Capacity - MMlbs * * * 10,8 10.8
Excess - - - - -
Internal Uss 1.0 .9 2.2 1.8 1.8
Sales 10.1 9.6 8.9 9.0 9.0

*product made in multiple purpose equipment which ceuses a fluctuating
capacity to exist.

This product has been marketed as 2 specialty and pricing was kept at
high levels during the DOP competitive period. The patent on 141
expires in 1966 and it is anticipated to move 14l in special blends
at lower prices to those markets where the specialty price is not
justified; thus retaining volume and discouraging competition,

Improvemant in raw material costs and in productivity as a result of
debottlenecking has contributed handsomely to lowered costs. At 16¢
we are in a relatively commanding position to meet competition; othex
phosphate esters which can be used in vinyl formulations cost 20-22¢
par pound and are priced at 24-30¢ per pound. Although the new
procesa for phosphate esters completed by research in 1963 will not
improve §-141 costs, 5-141 is helped by our alcohol conversion
arrangement and by low-cost phenol.

Beginning in 1965 the average price of §~141 will decline in anticipa-
tion of patent expiration; but will continue to sell as a relatively
high-profit spscialty, with return on investment at least 10%.

«B5=
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EANTICIZER 16Q
(§ in Millions)
Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Invast, - Sales $ 9.5 11,0 10,7 11.5 11.8
Internal Use § 1.9 3.6 5,2 4.3 4.3
Total $11.4 14.5 15.9 1%5.8 15.8
For Bales:
X ROI {(after tax) 1.4 4 3.2 3 6.2
Bales 8§55 6,6 6.8 7.4 7.4
Gross Profit $ .7 5 1.1 1.4 1.9
SARE $ .4 4 .4 .5 .5
Other Income $ - - - - -
Division Contribution $ .3 .1 .7 .9 1,4
As % of Hales,
Division Contribution 4.9 1.4 1l.1 12,3 19.4
gross Profit - 12,6 6.8 16.6 18.% 25.6
SARE 8.1 5.7 5.9 6.2 6,2
§ Sales/§ Investment .58 .60 .60 64 .64
Belling Price/lb $.232  ,1%0 .,167 160 ,160
Coat of Sales/lb $.203 .177 L1239 131,119
Capalcity - MMlbs * *  88.3 65.6 65,6
Excess . - - 26.6 - -
Internal Use 9.2 13,0 21.4 19.6 19,6
Sales 23.7 34,9 40,3 46,0 46,0

*praduct made in multiple purpose sguipment which causes & fluctuating
capacity to exist,

Marketing strategy on Santicizer 160 was dedicatad to pressrving higherx
profit maxgins in the face of the DOF price alide, This plan succeeded
and higher average net prices wers maintained. Staxt-up costs at the
new Delaware River plant were complete by sarly 1963 and by year-end it
was evident that we have a completely successful, low-cost operation with
with a demonstrated capacity of 6% million pounds. Other debottle-
necking steps are under way to take the capacity to 75 million pounds

by mid~1964.

§ales have reached this level of production and for short periods in
1963 it was necessary to use multiple purposs sguipment at either
Everett or J.F, Queeny. This is not expected in 1964 -- and will
minimize ovex-all costs. The price level will be preserved through 1964
and will fncraase about one cent per pound in 1965. With higher divisor
and lower costs we should return to & minimum return on invesatment of
6% (after tax).

Marketing strengths for S~160 are excellent. It is a superior
plasticizer for vinyl flocring, particularly successful in vinyl
asbestos. There is only one small competitor, Hatco, with limited
capacity.
-B&-
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ZER 40
{§ in Millions)

Actual 1964
196} 1962 1963 pudget Cap'ty
Gxoss Invest, - Sales § 1.0 2.2 2,0 2,2 2.}
Internal Uwe $ .9 - - - -
Total $1.9 2,2 2.0 2,2 2.3
For Sales:
% ROI {after tax) 3.5 3.9 6,5 10.6. 17.8
Sales & .7 1.8 1.7 1.7 2.1
QGross Profit $ .1 +4 .4 .6 .9
SARE $ - .1 .1 <1 .1
Other Income $ - - - - -
Division Contribution L | ) .3 .5 )
An X of Bales:
Division Contribution 10.2 18.9 16.2 28,5 38.2
Gross Profit 17.9 23.% 21,7 4.6  43.7
SARE 8.1 5.6 5.9 6.2 5.5
§ Sales/§ Investment .10 .65 .83 .74 .93
Selling Price/lb $.386 .38l 377 + 380 .380
Cost of Sules/1b §.317  .292 ,29% .248 ,214
Capacity - MMlbs * . » 5.6 8.6
Excess - - - 1.2 -
Internasl Use - - - - -
Sales . 3.5 3.8 4.4 4.4 5.6

*Product mads in multiple purpose equipment which causes a fluctuating
capacity to exist,

This produot was the first of our Polymeric Plastigirers, the largest

of several such materials manufactured at Everett. Additional experience
in manufacture has improved costs as wsll as major raductions in the

cost of adipic acid,

Polymeric Plasticizers are being developed as specialty products --
Santicizer 409 has been particularly successful in high-temperature
viny)l wire coatings and in vinyl wall coverings. Competitive action
by othsr produceré has been severs but wa have chossn to retain 8-409
at & higher price level, taking the compatitive action with our lower-
cost product, Banticizer 411, This strategy has been successful
althoygh & cne cent price reduction was necessary in 1963.

Idle time in this equipment has been reduced as our program on
Polymexice expands. New products such as 5-405, 5-406 and B-402A
will be helpful in £illing this line to capacity. New capital will
not ba required until 1966.

-§7-
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CY D
($ in Millionwm)

Actual 1964
1951 1962 196) Puddet Cep'ty
Gross Invest., - Bales 81,2 .9 1,1 1.0 1.1
Internal Use § .2 I B - -
Total - 8 1.4 1.0 1.1 1.0 1.1
For Gales:.
X ROX {(after tax) 28.1 34.4 25,8 3.6 62.3
Seles §1.8 1.6 1.5 1.4 Ll
groes Profit $ .8 .8 .7 7 1.6
BARE g .1 .1 o1 .1 .2
Other Income § -~ - - - -
Division Contribution 8 .7 o7 .5 N 1,4
As % of Balest
Division Contribution 38.9 41.4 30.9 42,1 44.6
Gross Profit 46.0 48.4 47.1 49.3 50.3
SARR, 8.2 8.1 9.4 8,1 5.1
§ Sales/§ Investment 1.50 1.7 1.37 1.4 2,73
Selling Price/lb 9.656 ,641 ,6%1 668 668
Coat of Gales/lb $.354 331 M4 339
Capacity = MMlbs » » » 4.6 4,6
Excess - - - 2.8 -
Internal Use 5} .5 - - -
Sales 2.8 2.5 2.4 2,) 4.6

tproduct made in multiple purpose equipment which causes a fluctuating
capacity to axist,

This rubber accelexiator continues to be a high-profit product,
Operating costs have declined as the result of lower prices on purchased
raw materials such as aniline and cyclohexylamine.,

Although price levels have held succeesfully, new compatition has
besn introduced by Goodrich, American Cyanamid and Naugatuck, in
delayed-action accelerators which ars currently priced at the same
level as Santocure. In the next several years compstitive action
may force tha price of Bantocure to lower levals, We anticipate,
however, that earnings will remain substantially above the divisional
average,
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R S D CYC
(¢ in Milliona)

Actual 1964
3261 1962 1963  Pudget Cap'ty
Groes Invest, - Sales $ 2.6 2.8 3.8 4.0 4.0
Internal Use § .} - - - -
Total 4 2.7 2.8 3.5 4,0 4.0
For Bales: )
% ROI {after tax) 11.8 14.3 8.9 9.8 11.9
sales $ 2.6 3.0 1 .5 4.0
Gross Profit s .8 1.0 9 1.0 1.2
SARE 9 .2 2 .3 .2 .3
Other Income $ - - - - -
Division € ontribution $§ .6 .8 .6 .8 9
As % of Bales)
Divieion Contrikution 24,9 27.6 20.7 22.2 23,8
Gross Profit 32,2 34.9 29.4 29.7 30,4
SARE 8.2 8.1 9.4 8.1 7.3
$ Sales/$ Investment .99 1.08 .89 .88  1.01
Selling Price/lb $.506 . 485 .439 + 460 ~460
Cost of Sales/ib $.343 315 310 2324 .320
Capacity -~ MMlbs » * * 8.8 8.8
Excesn - - - 1.2 -
Internal Use .1 ' - - -
‘Sales 5.1 6.2 7.0 7.6 8.8

*Product made in sultiple purpese equipment which causes a tluetunean
capacity to exist,

Profitability has declined as selling price losses have exceeded cost
savings. It is hoped, however, to arrest the trend in 1964, howsver,
like Bantocure, it faces price competition.

Firestone has baen ocur major customer of this uniqus dslayed-action
accelerator. A revised marketing strategy is bsing developed to
promote new sales of this product, potentially the lowest-cost
delayed-nction accelerator in our line, Sales to customers on a
broad basis will increase the average return on investment from this
product.

Further efforts will continue to improve costs of the intermediate

T-Butylamine and this will further reduce the operating cost of
Santocure K9,

-89~
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SANTOELIJ( AW _AND AJONE E
{§ in Millions)

Actual 1964
1961 1962 1963 Buddet Cep'ty
Groas Invast, - Sales $ 5.7 6.1 5.8 4.8 4.9
Internal Use § 1.} 1.6 1.9 2.3 2.1
Total § 6.8 7.7 7.7 7.1 7.2
For Balesgs
¥ ROI (after tax) 22,6 22.9 23,3 26.% 32,9
Bales $ 6.3 6.5 5.9 5.0 5.9
Grose Profit $ 3.1 3.3 3.3 3.0 3.6
BARE § .5 .5 .6 .4 .4
Other Income $§ .1 .1 .1 - -
Division Contributien $ 2.7 2.9 2.8 2,6 3.2
As % of Salem:
Division Contribution 42,5 44.9 48,1 52,4 55.0
Gross Profit 49.4 51.8 56.2 59.4 61.3
EARE 8,2 8.1 9.4 8.1 7.2
§ sales/$ Investment .11 1l.07 1,01 .02 120
Belling Price/ld  §.631  .606 .582  .610 ,610
Cost of Bales/lb $.319 .292 . 255 248 238
Capacity - MMibs . * * 15,0 15,0
Excess - - - 1.5 -
Internal Use 2.4 3.3 4.2 5.3 5.3
Sales 10.0 10,7 10.1 8.2 9.7

*product made in multiple purpose equipment which causes a fluctuating

capacity to exist.

Santoflex AW is the méjor antidegradant in the Monsanto line and a
major contributor to the profitability for the rubber chemicals
group. .

Cost improvements have derived from lower-cost para-phenetidine and
acetone. Unfortunately, para-phenylenediamine products are proving
technically superior for antjozonant formulation. 1In the next
sevaral years part of the volume of Santoflex AW will be replaced
by the phenylenediamines. Forecastsindicate a higher coat for the
phenylenadiamines, particuldrly in the develepmental period and,

as a result, total earnings of this product group will be lower for
the next three years,

Our marketing strategy for antiozonants and antioxidants includes &
program which should hold the maximum percentage of Santoflex AW in
our line, using ite desirable properties to supplement the superior
antiozonant performance of the phenylensdiamines. We have an 80%
probability of succeeding in this program.
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FL, ONE_D
(§ in Millions)

Actual 1964
1961 1962 1963 pudget Cap'ty
Gross Invest, ~ Sales $1.8 2,7 2.8 2,2 2.3
Internal Use § .4 .1 .l «1 -
Total $ 2.2 2,8 2.9 2,3 -+ 3.3
For Sales: :
% ROXI (after tax) 23.7 26,2 20,2 25,5 33.4
sales § 2.4 3.2 2.7 2.6 2,9
Gross Profit §l.1 1,7 1.4 1.3 1.7
SARE & .2 .3 .2 .2 .2
Other Income § - .1 - - -
Division Contribution 8 .9 1.5 1.2 L1 1.5
As % of Sales:
Division Contribution 37.2 45.8 43,4 43,9% 5l.8
Gross Profit 44.3 52.7 S1.6 50.6 58,5
GARE 8.2 8.1 9.3 B.1 7.5
$ sales/§ Investment ) 1.33 1.19 97 1.17 1.29
8elling Price/l1d $.358 350 .347 .356 356
Cost of Sales/1d $.200 .165 .168 .176 .148
Capacity - MMlbs * * * 8.4 8.4
Excess - - - N: -
Internal Use 1.6 .3 .2 .2 2
Sales 6.8 9.1 7.9 7.4 8.2

*product made in multiple purpose equipment which causes a flutuating
capacity to exist,

Cost improvement over 1961-19563 has resulted from lower mAnufacturing
costs for Dodecyl Benzene, Dodecyl Aniline and Acetone, the inter-
mediates for this product, Improved freight rates were also

negotiated in 1963 on the move betwesn Krummxich and Kitro plantej
barging of Acetons to Nitro was established. Major application is as a
stabilizer in synthetic butadiene-styrens rubber. The phenylenediamines
will have some impact on this application but a major share of the
Santoflex DD sale is expected to continue. The low price of this
material will help to hold it in the stabilizer application.

Our over-all marketing strategy for antidegradants includes the
effort to maintain maximum sales of Santoflex DD wherever it can
parform successfully. Probability of success -- 70X,

-91-
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Gromm Invast, - Gales

Internal Ume

Total

For Sales:
% ROT (after tax)

Sales

Gross Profit
BARE

Other Income .

Division Contribution

As X of Bales:

Division Contribution

Gross Profit
EARE

§ Bales/$ Investment

Belling Price/lb
Cost of Sales/lb

Capacity « MMibs
Excess
Internal time
Salew

*Product made in multiple purposa aquipment which causes a fluctuating

capaclity to exist,

EX 36

SANTOFLEX 36
{$ in Milliona)

Actual

1263 1962 1963

§ 7 2.2 2,6
§ - - - a
$ .7 2,2 2,6

(30.6) (11.1) (9.%)
§ .2 .5 1.1
¢ (.4)  (.5) (.4)
§ - - .1

$ -
$ (.4) (.5} (.5}

- - (45,3)
~  (91.9) (36.9)
8.1 8.1 9.4
26 .23 .43

$1.36 1.15 1,00
§4.61 2,20 1.4

. * "

ol +5 1.1

1964
Budqet Cap'ty
1.8 1.8
1.8 1.8

- 2,6
1.4 1.4
CPS § .2
.1l W1

- .1
- 6.8
7.9 14,8
8.1 8.1
719 79
1,07 1,07
988 .918
1,3 1.3
1.3 1.3

One of the new phenylenediamine antidegradants, Santoflex 36 has
encountersd some toxjicity preblems and will be completely displaced

by other products of lower toxlcity.

We anticipate Santoflex 13

and Santofiex 77 as » complete replacement for this product, with
the exchange progressing in 1964 and completsd by mid-year; the new
products will occupy the ecquipment vacated by Santoflex 36.

-2~
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SANTOLUBE 203 B&C (INCL, SANTOLENE F& FC)

($ in Millions)

Actual 1964
1961 1962 196 pudget Cap'ty
Gross Invest. - Sales $ 1.9 1.7 1.2 .9 1.0
Internal Use $ .5 5 L7 +9 .9
Total $ 2.4 2,2 1,9 1.8 1.9
For Sales:
% ROI (after tax) 7.2 13.0 10.8 6.2 23,9
Sales §$ 1.7 1.9 1.4 1.0 2.3
Gross Profit $ .5 -7 +5 e N
SARE § .2 .3 .2 W1 .2
Other Income § - - - -~ -
pivision Contribution $ .3 .4 .3 .1 .5
As % of Sales;
Division Contribution 16.5 24.0 19,9 11.9 21.7
Oross Profit 29.6 37.6 31.8 24.7 30.9
SARE 13.4 13,8 14.2 13.0 9.3
§ Sales/$ Investment .91 1.13 1l.13 1,08 2.20
Selling Price/lb $.179 218 226 191 191
Cost of Sales/lb $.126  ,136 ,149 144 (132
Capacity - MMlbs * * * 17.2 17,2
Exceas - - - 6.9 -
Internal Usa 3.6 4.2 3.8 5.1 5.1
sales 9.7 8.6 6.2 5.2 12,1

*Product made in multiple purposs equipment which causes a fluctuating
capacity to exist.

8antolube 203C will scon become extinct with the loss of raw material
source as the result of Inorganic Division's change to a biodegradable
detergent., ’

Sales of 203C in the past have been divided bstween fuel oil detergent,
sales to Mobil as such, and as a component of blends. It is no longer
competitive with products from Bryton, Bonneborn, Lubrizol, etc. as a
motor oil additive (Sulfonate). ’

Manufacturing costs have varied upward as the result of volume and
from yield variations due to the quality of high boiler material
supplied by Inorganic Division.

The product will be replaced within the next year by a new barium
sulfonate, which will make use of Santolube 203 equipment.

~93-
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SANTOLURE 393
{§ in Millions)

9

Actual 1964
1361 1962 1963 Dudget Cap'ty
Gross Invest. - Sales $1.1 .9 1.2 RN
Internal t'se § .6 N 1.4 .S .5
Total $ 1.7 1.5 2.6 1.2 1.3
For Sales:
% ROI (after tax) 15,0 16.6 17.35 48,6 67.9
Bales $ 1.6 1.5 1.7 2.4 3.4
Gross Profit $ .5 .5 .7 1.0 1.5
SARE $ .2 »2 o2 .3 N
Other Income $ - - - - -
Division Contribution $ .3 .3 .5 .7 1.1
As X of Bales:
bivision Contribution 20.7 19.9 27.0 29.5 32.1
Gross Profit 3.9 33.5 40,8 42,1 4.0
SARE 13.4 13,9 14,2 13.0 11.1
§ S5ales/3 Investment 1.5 1.74 1.3% 3.43 4.2
Belling Price/1b $.266 ,238 ,244 277 2m
cost of Sales/lb §.176 .1589 .14% 160 ,158
Capacity - MMlbs * * L 20,1 20.1
Excens - - - 3.5 -
Internal Use 5.6 7.6 8.6 7.8 7.9
Bales 6.1 6.4 6.8 8.8 12.3

*Product made in nmultiple purpose squipnent which causes a fluctuating

capacity to exist.

Santolube 393 is sold as is to Mobil and other oil companies,

also used in pstrolsum additive blends.

It iw

This has been a stable member
of the petroleum additive product family and has consistently improved
in profitahility over the past few years.
fluctuated somwhat in line with competitive products but costs have

Selling prices have

improved considersbly as the result of increased volume, improved

yields und lower raw material costs.

It le anticipated that this product will continue to show favorable

profit performance in the future,

0633500
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SANTOLUBE_801
{$ in Millions})

1961
Grose Invest. - Sales $ 2.6
Internal Use $§ =
Total $ 2.6
For Sales:
% RO1 (after tax) {2.5)
Salwee $ .3
aroes Profit $ (.1)
SARE $ -
Other Income 5 -
pivision Contribution § (1)
As % of Sales)
Division Contribution (39.3)
Groes Profit (26.0)
SARE 13.3
$ Sales/$ Investment .13
Salling Price/lb §$.157
Cost of Sales/lb $.197
Capacity ~ MMlba 39.3
Excess 37.1
Internal Use -
Sales 2,2

This product was developsd to replace large gquantities of Amoco 121

Actual 1964
1962 196) Budget Cap'ty
2,1 2.3 2.8 2.9
1,3 1.2 5 +5
3.4 3.5 3.3 3.4
3.4 1.9 3,2 12.0
1.7 2,1 2.8 4.2
-4 4 .6 1,2
.2 .3 .4 .5
.2 .1 o2 .7
9.0 4.3 6.6 16,7

22,5 18.3 19.4 27.4
13.8  14.2 13.0 10.9
.80 .21 l.01 1.43

.158 158 .160 .160
122 129 129 (116

9.6 29.6
8.6 -

3.3 3.3
7.7 26.3

that were purchased from our competitor. Profit performance has
been much leoss favorable than anticipated due to various factors.
These include changes in additive requirements to meet performance
demands of the auto industry and competitive pricing influences,

Since the outlook for Santolube BOl indicates that the volume is
expscted to level off and then decline, we are now planning for
utilization of the idle capacity for other detergent additives.
Probability for success in using the plant for production of high-
base calcium sulfonate appears favorable at this stage of the

evaluation.

-95 -
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SANTOPHEN 1

{$ in Millions)

Actual 1964
1961 1962 1963 Pudqet Cap'ty
Gross Invest. - Eales $1.4 1.4 1.7 1.8 1.8
Internal Uee $§ - - - - -
Total 1.4 1.4 1.7 1.8 1.8
For Gales:
% ROI (after tax) 7.1 9.7 9.4 12,8 17
Sales $ .8 .9 1.0 1,0 1,2
Gross Profit § .3 4 -4 .5 «?
SARE $ .1 .1 o1 .1 01
Other Income $ - - - - -
Division Contribution $§ .2 .3 .3 4 .6
As % of Sales:
Division Contribution 24,7 3.1 32.9 4s,2 49.7
Oroae Profit 30.8 38.8 40,1 52,4 56.1
SARE 6.5 7.1 7.8 8.0 6.9
§ 5ales/$ Investment .60 .63 .60 .56 .69
Selling Price/lb §.640 .54} .635 .645  .645
Cost of Sales/lh $.443 .392 .380 2307 .28
Capacity - MMibe * 2,0 1.9 1.9 1.9
Excess - .6 .3 .3 -
Internal Use - - - - -
Eales 1,3 1.4 1.6 1.6 1.9

*Product made in multiple purpose equipment which causes a fluctuating

capacity to exist.

Profitability is improving each year, particularly since the installatjon

of the new plant at WaK with lower coats.
having the best product on the market to

Monsanta's strength is in
supply the germicide needs.

Pricing should remain firm and costs will he improved, as forecast,

by about 20%. A steady growth in volume
product in coming years.

should be available in this

~96-
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Gross Invest. - Sales

Interna) Uss §

Total

For Sales:
X ROI (after tax)

Sales

droes Profit

SARE

Other Income
Divisjon Contribution

As X of Salaw:
Division Contribution
Gross Profit
SARE

¢ Sales/§ Investment

Seiling Price/lb
Cost of Bales/1b

Capacity - MMlbs
Excese
Internal Use
Sales

*Product made in multiple purpose equipment which causes a fiuctuating

capacity to exist,

Bantopoid23 RI is our proprietary, patentsd gear oil additive which
has attained a strong position in the market.

2

2

{8 in Millions)

Actual

196k 1962 1963 pudget Cap’ty

$ 1.8
4 1.8

13.%

2.8
.9
.4

4 4 00 O <8

18.5
.7
13.4
1.56

$.294
$.201

9.9

1.5

1.8

21.0
4.5
13.8
1,82

.306
«201

7.2

1.7
1.7

13.7

2.4
Ia
.3

19.9
33.8
14,2
1.4

.303
.201

7.8

The product has exhibited

1354
1.1 1.1
1.1 1.1
26.6 30.9
2.4 2.4
9 1.0
.3 .3
la .7
25.4 38.3
8.0 41.0
13.¢ 130
2.18 12,18
«307 L2307
190 .18}
1.7 7.7
7.7 7.7

excellent growth and profitability since its development in 1936,

this additive we have obtained a major share of the market and sales
Belling prices and costs have rsmained
relatively stable over the years and are sxpscted to continue at current
levels, Fuller utilization of squipment by other producte and slimi-~

volume has leveled off.

nation of Acetone investment from usage are the major reasons for

investment drop in 1964.

The future of the Bantopoid 23 RI is somewhat uncertain in view of
potential competition., We are working on the development of an alternate
or supplsmentary product but are endeavoring through aggressive marketing

eofforts to maintain a streong position with 23 RI,

Market dovplopmbnts and pesrformance requirements over the next 2 to 3
years may determine the extent of success we can achisve with this

product.
-9Tn
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A WH ) 8 D 8 0X (I 8 OX
(§ in Millions)

Actual 19¢4
196) 1362 1963 pudget Cap'ty
aross Invest, - Sales $ 1.1 1.2 1.7 2.0 2.4
Internal Use § - .1 - - .1
Total §1.1 1.2 1.7 2.0 2.5
For Balew:
% ROI {(after tax) 18.8 24.4 17.8 20.8% 55.7
Sales § 1.8 2.1 2.0 2.4 6.9
Gross Profit 8 .5 .7 .8 1.0 3.0
SARE § .1 .1 .2 2 )
Othar Income $ - - - - -
Division Contribution $ .4 .6 .65 .a 2.7
As % of Bales
Division Contribution 27.7 29.% 30.8 34,0 39.8
Gross Profit 35,0 35.% 37.4 40.7 43.8
BARE’ 8.2 6.9 7.4 7.1 4.3
$ Sales/¢§ Investment 1.41 11,70 1.20 1,2 2.8
8elling Price/lb $1.77 1.81 1.83 1.79 1.79
Cost of Sales/lb $1.15%  1.17 1,15 1.06 1.01
Capacity « MMlbs * * * 3.8 3.8
Excess - - - 2.5 -
Internal Use - - - - -
Sales .8 1,2 1.1 1.1 3.8

*product made in multiple purpose equipment which causas a fluctuating
capacity to exist,

Cost improvements have resulted from lower-priced raw materiale,
Further sfforts are under way to again reduce prices of the purchased
materinl, We anticipate that the selling price will be maintained

at somawhat lower leavels, but lower costs should keap this product at
approximately the 20% earnings range., This is a spscialty antioxidant,
New competitive products are heing introduced but wa believe the
performance of Bantowhite orystals justified the price level, From
time to time there has been some reviaw of manufacture by ths suppliers
of raw material, but nons of thess companies is in a position to
market successfully tc the rubber trade.

Y
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SKYDROL
{$ in M;llions)

Gross Invest. ~ Sales
Internal Uss
Total

For Eeles:
X ROI (mfter tax)

Bales

Gross Profit

SARE

Other Income :
Division Contribution

As ¥ of Sales:

- Division Contribution
Gross Profit
SARE

§ Sales/§ Investment

S8elling Price/lb
Cost of Gales/lb

Capacity - MMlbe
Exceas
Internal Use
Gales

*Product made in multiple purpose squipment which causes a fluctuating

capacity to exist,

This product also known as Bkydrol 7000, was developed for use in the
1t has besn

fctual 1964
1961 1962 1963 Dbudget cap'ty
§ .4 N ) .3 .3
s - - - -
8 .4 .4 4 .3 3
34.6 38,3 30.3 39,9 48.]
$ .7 .6 ) N3 «?
§ .4 4 ] o4 -4
8 .1 .1 .1 .1 .1
§ - - - - -
$ .3 3 o2 .3 3
42,7 42,3 41 44.2 4.8
52,6 86,3 57.1 88.4 59.8
9.8 14,0 15.8 14,3 13,9
1,69 1,7% 1..%3 1.8 2.10
1.32 1.32 1.3 1.2 1.32
§.626 .377 .56 .550 532
* * . ls '5
- .1 -
6 5 5 " ) 5]

piston engine aircraft such as The Douglas DC 4, 6 and 7,

a very profitable item but sales have bsen daclining due to phasing
out of the piston engine aircraft and replacing them with jst airoraft.

Both sslling prices and costs have been relatively stable over the life
of the product and thim situation is expected to continue until such
time a# the volume reaches a very low lsvel.

The product is besing succesdsd by Skydrol S00A, the hydraulie fluid

baing used in jet aircraft,

=99=
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SKYDROL 500-2
($ in Millions)

Actual 1964
1961 1962 196 Rudget Cap'ty
Gross Invest, - Bales § 2.0 1.6 1,7 1.8 1.8
Internal Use § = - C - - -
Total $ 2.0 1.6 1.7 1.8 1.8
For Sales:
% ROY (after tax) 26,3 30,7 25.8% 32,0 8.4
Salesn $ 2.6 2.6 2.7 3,1 3.5
Grose Profit $ 1.4 1.4 1.3 1.6 1.9
SARE $ 2 .4 -4 .4 .5
other Incoma $ - - - - -
pivisien contribution $ 1. 1.0 .9 1,2 1.4
Ags % of Sales:
Division Contribution 41.% 39.3 34.4 3g.8  39.8
Gross Profit 51,3 53,5 50.4 53.0 51.7
SARE 9.8 14,2 15.9 14,2 1329
$ Sales/§ Investment 1.32  1.63 1,%4 1.72 11.93
€elling Price/lb $1,61 1.62 1.60 1,58 1.58
Cost of Bales/lp §.781 783 + 794 « 748 2734
Capacity ~ MMlbs * * * 2.2 2.3
Excens - - - .3 -
Internal Use - - - - -
Bales 1.6 1.6 1.7 1.9 2.2

%Product made in multiple purpose equipment which causes a fluctuating
capacity to exist.

8kydrol 500A is well accepted by most of the commercial jet aircraft
producers in the U.B. and Burcope. The product has exhibited very
favorable growth and profitability and is expscted to continue to do
80 for the predictable future of the current generation of jet &ir-
craft.

The leveling of sales during 1961-1963 inclusive is attributable to
improved maintenance of jet aircraft and slowdown in the production
of jet planes in the U,S8, Another growth pericd for the preoduct is
expected during the next few years with the use of Skydrol SO0A in
the Boesing 727, Vickers VC-10, DeRaviland Trident, and The BAC 111 -
all new jet aircraft just reaching the commexcial stage,

~100-
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IDE
{$ in Millions)

Actual 1964

1961 1862 1963 pudget Cap'ty
Groas Invest., - Sales $ .7 .6 .9 .8 .9
Internal Use $§ - - - - -
Total $ .7 .6 .8 .8 .9
Por Sales:
% ROI (after tax) 17.2  20.4 14.4 13.4 33,8
sales § .9 8 .7 .8 1.9
Groes Profit $ .3 .3 .3 .3 .7
SARE $ .1 .1 .1 o1 .l
Other Income § - - - - -
Division Contribution $ .2 2 .2 .2 .6
As % of Sales:
Divieion Contribution 29.4 34,0 31.4 27.% 32.1
Grose Profit 36.8 41,1 39.9 34.9 36,7
SARE 8.2 8.1 9.4 T 8.1 4,8
$ &ales/$ Investment 1.22 1.25 .96 .97 2.1
Belling Price/lb §.456 .463 472 .450  ,450
cost of Bales/lb $.288 .273 284 .293 .285
Capacity - MMlbe * " d 4,2 4.2
Excees - - - 2.5% -
Internal Vee - - - - -
Sales 1.9 1.7 1,8 1.7 4.2

*Product made in multiple purposa equipment which causes a fluctuating
capacity to exist.

Thiofide has been a successful accelerator for rubber vulcanization
but has become essentially a commodity product. New production by
rubber manufacturers and efforts by other suppliers to hold market
position are now likely to reduce the price lavel. Thiofide (Thimor)
is also usad as an intermediate for Santocure MOR and MOR-90.
Currently total requirements for internal use and for sale ars closs
to excesding the installed capacity. However, we plan to continue
to promote Thicfide sales and by other means reduce the consumption
for Santocure MOR,

A sharp dyop in § Sales/§ Investment has reduced return on invastment
in 1963 and 1964.

-101-
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Qross Invest, ~ Salss

4

Internal Use § -

Total

For Sales:
% ROI (after tax)

Balas

Gross Profit

SARE

Other Incoms

Division Contribution

Ad %X of Balem

Division Contribution

. Gross Profit
BARE
§ Bales/§ Investment

Selling Price/lb
Cost of Hales/lb

Capacity - MMlbs
Excens
Internal Use
Sales

*product made in multiple purpose equipment which causes a

capacity to sxist,

~TR OROCA 1
(8 in Millions)
Actual 1964

1961 1962 1963 pudgst Cap'ty
¢ 2.6 2.3 3.0 3.2 3,5
8 2.6 2,3 .0 3.2 3.8
27.0 29.4 20.0 25.0 49.8
§ 3.3 3.2 3.2 3.6 6.5
1.7 1.6 1.5 1.9 3.8
$ .2 .2 '3 .3 »3

§ - - - - -
§ 1.5 1.4 1.2 1.6 3.5
44.7 43.7 38.6 44.1 53.3
50,5 50.3 45.7 51.4 58.4
6.4 7.1 7.7 8.0 5.5
1.26 1.41 .08 1,33  1.87
$1.87 1.89 1.89 1.90 1.%0
$.923 ° ,940 1.03 924,791
b * * 3.4 3.4

- - - 1.5 -
1.8 1.7 1.7 1,9 3.4

fluctuating

This is a proprietary product of Monsanto's in which we serve the

bacteriostat market.

Monsanto is fully integrated in intermediates

and expects improved products of this typs to enlarge the market
Thie product,
or ite successor, will continue to earn an sxcsllent mergin and ROI,

for bacterjostats particularly in laundry detsrgents.

=102~
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VANILLIN
{$ in Millions}
Actual 1964
1961 1962 1963 pudget Cap'ty
Groas Invest, ~ Sales 8§ 2,0 2.4 2,6 2.4 2.4
Intaxnal Use § ~ - - - -
Total $2,0 . 2.4 2,6 2.4 2.4
For Salesi
¥ ROI (after tax) 12,3 21,7 1ls.1 24,9 27.4
Sales § 1,8 2.6 2.4 2.8 3.0
Oross Profit $ .6 1.3 1.1 1.4 1,5
SARE $ .1 .2 2 .2 .2
Qther Income $ - - - - -
Division Contribution § .5 1,1 9 1.2 1.3
As % of Salem
Division Contribution 28.3 40.4 40.1 42.9 44.8
Gross Profit 34.3 47,1 47,2 50,3 51.9
SARB 6.4 7.1 7.7 8,0 1.1
§ Sales/§ Investment .90 1,12 .94 1.16 1,22
Salling Price/ldh : §$2,06 2.19 2.22 2,26 2,26
Cost of Sales/lh $1.35 l.16 1,17 1,12 1.09
Capacity - MMlbs 1.3 1.3 1.3 1,3 1.3
Excess ’ .4 1 .2 3 -
Internal Use - - - - -
Sales 9 1.2 1.1 1.2 1.3

vanillin profitability has always been good, Currently we are fully
ccoupying the capacity of our plant by selling to other producers.
This should result in an all-time high ROX of 24.9%. This high-
profit margin item is subject to price raductions by competitors and
ressllers making the pricing situation somewhat fluid. Nevertheless,
we have maintained a $3 per pound selling price for the U.8.P.
product and we forecast a rather stable margin. Costs have been
improved steadily and capacity has besn increased, We expect the
present situation to be maintained,
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LASTICE DIVISIO

Diviaion profitability has been ($MM's)

Actual 1964

1961 1962 1963 Budget

% Return on Investment AT 2.7 2.6 1.7 2,6
Gross Investment 184.8 219.3 224.1 239.0
Sales 130.5 134.9 130.7 141.6
Division Contribution BT 10.3 12.1 7.9 12.6
Div., Cont. as % of SBales 7.9 9.0 6.0 8.9
§ Sales/$ Investment .71 .62 .58 .59

In 1963 investment in the divisions' products earned the following rates

of raturni

Loss

0 to 3%

J to 5.8%
Over 5.8%

Major products reported are:

Aminoplasts
Pormalin

HI Dansity P.E,
Latices

Low Density P.E.
Lustran

Lustrex MM
Opalon
Phencplasts
Polyelectyolytes
Proteins

Saflex

Ultron Film

% of Total

Fage

105
106
107
108
109
110
111
112
113
114
115
116
117

Thess comprise 100% of the divisions' investment in 1963,

0633510
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AMINOPLASTS
($ in Millions)

Actual 1964

1961
Gross Inveuvt, -~ Sales $ 9.0
Internal Use $ -~
Total § 9.0
For Salem:
X ROI {after tax) 9.0
Sales § 9.9
Gross Profit § 2.6
SARE § 1.0
Other Income § .1
Division Contribution $1.7
As % of Sales:
Division Contribution 17.3
Gross Profit 26,7
BARE 10.4
§ Sales/$ Investment 1.09
selling Price/1b $.236
Cost of Sales/lb $.173
Capacity = MM lbe 51.7
Excess 9.9
Internal Use -
Bales 41,8

1962 1963 Budget Cap‘ty
8.9 10.1 11.3 12,1

- - - -

8.9 10.1 11.3 121

8.1 8.8 8.3 1l4.6
9.5 9.7 9.9 14,5
2.4 2,7 2.7 4.6
1.0 .9 .9 1.1
.1 .1 1 -
1,5 1.9 1.9 3.5

15.9 19,1 18.8  24.2
4.8 27,7 1.4 31.9
10,1 9.0 9.1 7.9
1.06 .96 .88 1,20

«235 .242 203 214
127 175 .148 .146

56.9 58.0 68.0 68.0
16.7 17.9 19.1 -

40,2 40,1  48.9 68,0

Renewed emphasis on research the past few yeare played a major role
in the significant increase in 1963 sales, The two major market
areas for aminoplasts are laminating reeins and automotive coatings.
Our quality position in coatings is second to none and is sven now
recognized in Eurcpe with some willingness to pay premium price over
local producte. Our laminating resin competition is becoming kesner
with the entry of new suppliers, and the larger customers going
captive, There is also a pressure to convert from powdered resins
to eyrups which are now being svaluated by the Plastics Division,
The lower profit and price in the 1964 budget reflects these

presaures.
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EORMALIN
{$ in Millions)

Actual 1964

1961 1962 1953 udget Cap'ty

Gross Invest., - Sales § 4.0 5.2 5.4 5.8 5.8
Internal Use $ 2,0 2.0 2.0 2.0 2.0

Total $ 6.0 7.2 7.4 7.8 7.8

For Sales:

% ROI (after tax) 9.0 6,2 7.3 8.7 8.9
Sales § 2.0 2.4 2.5 3.0 3.1
Gross Profit $§ .8 .B .8 1.0 1.1
S8ARE $ .1 .1 .1 .1 .2
Other Income $ - - .1 1 .1
Division Contribution $ .7 27 .8 1.0 1.0

An % of Bales:
Division Contribution
Gross Profit
EARE

$ Salea/$ Investment

Selling Price/lb
Cost of Sales/lb

Capacity ~ MM lbs
Excess
Internal Use
Bales

38.0 28.7 33,6 33,1 33,2
42.4 33.4 33.6 33.8  34.0

4.5 4.7 4.9 4.6 4.5

49 .45 «43 W52 54
$.028 .028  .027 .02% .025
$.016 ,019 .018 .016 .016
155,0 185.0 165,0 215.0 215.0
43.9 23.1 22.3 3.5 -
42.0 49.6 51,9 88,8 88,8
69.1 B82.3 90.8 122,7 126.2

Formalin sales have the insurance ¢f long-term contracts, the largest

of which is a S-year contract with American Cynamid.

benefit from e captive methenol position and are supported by strong

formalin tachnology.

Thé newly approved Oregon facility (60MM lb. cdpacity) will be largely

for captive use, However, any unused capacity will be sold when

available,

The market price of formalin has been firm in recent years, Indi-
cationes now point to some erosicn in the near term but forward plans

have anticipated a decline,
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S, E

($ in Millions)

@ross Invest, = Sales

For Sales)

Internal Use
Total

% ROI (after tax)

Sales
Gross Profit
SARE
Other Income

Division Contribution

As X of Beles:

Division Contribution

Gross Profic

SARE

§ Sales/$ Investment

8elling Price/lb
Cost of Sales/lb

Capacity - MM 1be

Excess
Internal Use
Salas

In the periocd reported, sales in 1961, 1962 and much of 1963 represent

resale of purchased material, Reaulta of 1963 also reflect plant

Actual 1964
3961 1962 1963  pudget Cap'ty
$ 1.7 4.7 9.9 14.0 14.6
5 - - - - -
$1.7 4,7 9.9 14,0 14.6
(32.0) {11,0) (18.3) {9.2) .2
$ .4 1.2 .1 4.9 8,5
$ - { .1) (2.9) {1.9) .8
§l.1l 1.0 9 7 .?
s - - - - -
§$(1.1) (L.1) (3.8) (2.86) .1
- (89.0) - (52.6) .7
6.1 (9.8 - (39.0) 9.3
'- 79.3 - 13,5 8.6
.22 .26 .26 .35 .58
$.350 .3lo .310 ,168  ,170
$.329 .34 1.93 234,154
1.0 3.9 1.6 50.0 50.0
- - - 21.0 -
l.0 3.9 1.6 29,0 50.0

start-up problems with essentially no sales revenue.
1964 shows a steady improvement in production with operations ap-

proaching design premises by the end of the ysar.
of the year progress may be limited by the ability to develop outside

The budget for

In the latter half

sales or product to complement the policy decision to move only 65%

of first-quality producticn to the Packaging Divisicn,

The industry in gensral suffers from excese installed capacity and

resultant price weakness,

few years if it is allowed to supply the full requirements of

Packaging Division.

about break even,

-107-

It is expected that by 1965 costa will be
fully competitive to anyone in a aimilar plant size and ethylene
costs. The plant is expected to be modestly profitable over the next

Without this advantage, resulte are expected to
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LATICES
{$ in Milliona)

Actual 1964
1961 1362 1963 Budget Cap'ty
Gross Inveat. ~ Sales $ 3.8 3.7 ) 3.6 3.6 3,7
Internal Use $§ - - - - -
Total $ 3.8 3.7 3.6 3.6 3.7
For Sales:
% RIO (after tax) ) 4.6 7.4 9.1 9.3 10.8
Sales §$ 2.9 2.9 2.7 3.0 3.6
Gross Profit $ .9 .9 .9 1.0 1.2
SARE $ .5 .5 .4 | .4
Other Income $ - o2 2 - -
Division Contribution $ .4 .6 .7 W .8
As % of Salest
Division Contribution 12,6 20.2 26,0 22,2 22,3
Gross Profit 31.2 32,2 32,5 33.4 22,6
BARE - 19.4 19%9.0 9.8 11.8 10,8
$ 5ales/$ Investment .77 .77 .73 .84 .97
Belling Price/lb §.153 L1570 122 118,117
Coat of Sales/lb §.105 .106 .082 Q079 .079
Capacity - MM lbs 28.6 40.6  39.5 30.5 30.5
Excess 9.6 22.3 17.7 5.2 -
Internal Use - - - - -
Sales- 19,0 18.3 21.8 25,3 30.5

Profitability has shown an upward trend, The change relative gross
profit, SARE and other income is the result of the sale of Lytron
680 to Union Carbide., Market outlet for current latex producta in-
clude floor waxes, cup coatings, detergent opacifiers, and rubber
stiffeners, Most of these are designed for retail sales levels and
highly dependent on customer merchandising programs, New outlets
for latices and the development of improved properties are being
sought to insure continued growth.

-108-

" 0633514

WATER_PCB-00039806



OW S

E

{$ in Millions)

1961
Gross Invest. ~ Gales §33.0
Internal Use $ -
Total $33.0
For Bales:
X ROI (after tax) 2.3
Sales $20.3
Gross Profit § 4.1
SARE § 2.7
Other Income $ .2
Division Contribution $§ 1.6
Ae % of Salesy
Division Contribution 8.0
Groes Profit 20.4
SARE 13.13
§ Sales/§ Investment .62
Belling Price/lb §.227
Cost of Saules/lb §.181
Capacity - MM lbs 108.0
Excens 18.6
Internal Use -

Salen 89.4

Bharp price declines were felt in 1961 and 1962,

ctual

1362
49.2

49,2

1964
1963 Budget Cap'ty
41,9 40.2 40.2

1.9 2.0 2.0
43.9 42,2 42,2
{2.7) (1.9) (.7)
15.8 13.8  14.1

{.3) 1 LD

2.1 1.9 1.5

- .1 .1

(2.4) {1.8) (L.5)

(15.0) (10.9) (10.3)
(1.8) (1.0) ( .6)
13,2 10,7 10.6

.58 .34 .35
.144 136 L1386
146 137 137

114.4 109.1 109.1

.1 2.3 -

4.4 5.2 5,2

109.9  101.6 103.9

This factor com—

bined with sdverse sales pattern in 1963 (loss of wire and cable

business because of production deficlency) put the product line well
into a losw position. The budget for the year 1964 assumes further
price declires and does not show any improvement over 1963,

Production coats have besn reduced over the period reported but could

not offset the price declines (additionally SARE expense will drop

$600M in 1964). The basic current problem is that volume, technology
and ethylene cost do not appear to offer more than a breakeven

pesition (corporate level) in today's compstitive market.

Greater cost improvements are foreseen by 1965 but it is anticipated
that further price deterioration will hold operations at breakeven.

Improvement in thru-put and on-stream time =-- the current top priority
mapufacturing effort -- should yield increased volume up to 130MM 1lbas.

per year by 1967.
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LUSTRAN
{§ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Inveat, - Sales $ 9.5 16.7  16.8 20.8  21.1
Internal Use § - - - - -
Total § 9.5 16.7 16.8 20.8 21,1
For Sales:
§ ROI (after tax) (12.4) ( 7.9} 2.3 4.7 7.4
Sales ‘ $ .5 4.1 2.1 12,7 14.5
Gross Profit $(1.4) ( 1.0) 1.9 3.8 5.1
BARE $ 1.0 l.8 1.6 1.9 2,1
Other Income $ - .1 .1 .1 .1
Division Contribution $(2.4) ( 2.7) .4 2,0 3.1
As X of Sales;
Division Contribution - (66.9) 4.7 15.8 21.6
Groes Profit - (24.6) 23.9 29.8 35.1
SARE - 44.1 20,3 15,4 14,4
§ Sales/$ Investment . .05 .25 .48 .61 .68
Belling Price/lb $.390 ,328 .290 302 . 305
Cost of Halea/lb $1.53 .408 .220 212 .198
Capacity - MM lbs 1.2 17.9 28.4 47.4 47.4
Excess - 5.3 .5 5.4 -
Internsl Use - - - - -
Sales 1.2 12.6 27.9 42.0 47.4

The significant increase in Lustran Division Contribution in 1964

shows the effect of the first full year of operationa of the naw
Lustran plant free of start-up expenses and operating at neéar capacity
levels, Continuing profit improvement can be expected as we sxpand
our market share with new second generation Lustran I products becoming
available in mid-1964, This lower capital cost process further
solidifies ocur position ms the lowest cost producer, which will permit
us to profitably expand total market demand in undeveloped markets
through our leadership. Although new competition can be expected, the
technical complexity and expense of establishing an ABS product line
precludes the development of destructive competition te the extent that
it exists in the Lustrex product line.
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LUSTREX MM
{$ in Millions)

Actual 1964
1961 1962 1863  Budget Cap'ty
Gross Invast, - Sales $ 45,1 53,8 55.2 §5.6 55.9
Internal Use § - - 3.5 4,3 4,3
Total $ 45.1 53.8 58,8 59.9 60,2
For Balas:
% ROI (after tax) 3.2 3.6 3.5 2.8 3.3
Sales $ 34,3 34.6 34.4 33.0 34.7
Gross Profit § 6.1 7.0 7.0 5.3 6.0
SARE $§ 3.8 3.8 3.5 2.9 3.0
Other Income § .7 .8 .5 o7 .7
Division Contribution § 3.0 4.0 4.0 3.1 3.7
An % of Salen:
Divielon Contribution 8.7 11,7 1l.6 9.5 10.7
Gross Profit 18,0 20,2 20,3 16,2 17.4
SARE 11,2 11,0 10.2 8.8 8.6
$ Sales/§ Investment _ .76 .64 .62 .59 58
Selling Price/ld $ .197 .18 ,159% Jd49 (149
Cost of Salas/lk 162,150 .127 128 (123
capacity - MM lbs 216.9 234.9 265.5 251,3 251.3
Excess 43.0 S1.5 37.2 11.% -
Internal Use - - 11,9 18.4 18.4
Sales 173.9 183.4 216.4 221.4 232.9

The level of return on investment reflects continued price attrition
which has offset gains made in sales volumes and cost reduction,
decline in profitability in 1964 results from severe price decreasas

during the seccnd half of 1963 and continuing into 1964,

Thie a

The

t=

trition is sxpected to continue over the next two to three years as
a result of competitive pressure to move new atyrene monomer capacity

to be activated during this period.

A significant ingrease in demand is expected to result from these

lower prices, particularly from the packaging markets,

follow as supply and demand come& into equilibrium,

Profit improve-
ment will begin for those producers with sufficient capacity to supply
the surge in demand which will occur by 1968. Pricing improvement will

We are and will continue to be one of the lowest cost producers by

maintaining our current market share,
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Gross Invest.

For Sales:

% ROI (after tax)

Sales

aross Profit

SARE

Other Income
Division Contribution

Ag X of Sales:
Division Contribution
Oross Profit

SARE

§ Sales/§ Investment

Selling Price/lbp
Cost of Gales/lb

Capacity - MM lbs

Excess

Internal Use

gales

Despite continuing price declines during 1961, 1962 and 1963, together

Internal Use $

QPALON

{$ in Milljons)

Actual 1964

1961 1962 1963 Pudget cap'ty
$30.5  30.7 32.4 34,9 24,9
$30.5 30.7 32,4 34,9 34.9
(3.1) (.7 (1.3) .7 . ?
$14.4 16.7 17.2 19.9 19.9
8 .2 .6 .6 2,1 2,1
$ 2.3 1.8 1.8 1.8 1.8
§ .1 .3 .3 2 .2
§(.0) (.9 (.9) .5 .5
(13.7) (5.3) (5.3) 2.6 2.6
1,2 3.8 3.5 10.6 10,6
16.0 0.7 1l0.2 9.3 9.3
.47 .55 .53 57 <57
$.187 17 162 172 A7
§.185 164 .156 153 153
B4.7 99.1 114.7 116.0 1.16.0
7.9 1.2 8.4 - -
76.8 97,9 106.3 116.0 116.0

with Texas start-up problems in 1963, Opalon preducts show a steady
Improved production ylelda in both
polymers and copolymers plus increasad sales volumes are largely

trend toward better profits.

responsible.

’

Although re1at1vely poor profit performers, vinyl products could add
about 4,2% of sales to division contribution by 1966,
require the vigorous pursuit of plans for three of ocur newsst products

to achieve that result.

This will

The Plastics Division has taken the lead in reversing downward price

trends with several recently anncunced price increages.
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FHENOPLASTS
(¢ in Millicns)

Actual 1964
1961 1962 1963  Budqet Cap'ty
Gross Invest, - Sales $ 18.8 18.6 20,6 24.2 24,9
Internal Use $§ =~ - - - -
Total $ 18.8 18.6 20.6 24,2 4.9
For Sales:
% ROI (after tax) . 5.8 4.6 4.4 5.8 8.3
Balens $ 13,2 12.5 13.4 4.8 19.2
Gross Profit $ 3.7 3.1 3.4 . 4.2 5.8
SARBE $ 1.8 1.5 1.6 1.5 1.8
Other Income $ .1 .2 .1 o1 .1
Division Contribution $§ 2.3 1.8 1.9 2,8 4.1
As X of Bales;y
Division Contribution 17.3 14,3 13.9 18.9 21.5
Groas Profit 27.6 24.9 25.4 28,6 30.4
BARE 11.3 12.3 12,1 10.5 9.5
§ Sales/§ Investment .70 .67 .65 .61 W77
8Salling Price/lb $ .143 130 .116 113 11
Cost of Sales/lb § .104 ,098 .087 .080 077
Capacity - MM 1lbe 133.7 136.8 163.5 173.1 173.1
Excess 41.7 41.0 47.9 41.5 -
Internal Use - - - - -
Sales 92,0 95.8 115.6 131.6 173.1

Phenoplast sales are made in several major markets including thermal
insulation, industrial laminates, battery separators, and plywood
adhesives. The products are supported by many years of research.
Recont tyend in the plywood industry to convert from natural glues to
synthetic glues for interior glue lines has the potential of
doubling the adhesive demand over the next five years, The thermal
insulation market alsc continues to expand, and our 40X of the market
includes a positicn as major supplier to Johns-Manville whose plants
are located in the center of all domestic markets. Price attrition
is expected to continue as the market price for phencl erodes, A
basic cost position, coupled with a strong reseaxch and marketing
effort, is forecast to overcome this problem area.
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POLYELECTROLYTES
{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Invest, - Sales § 2.3 2.3 2.8 30 3,2
Internal Use § - - = - -
Total § 2.3 2.3 2.8 3.0 3.2
For Sales:
% ROI {after tax) 19.9 18.7 16,3 17.1 27.3
Balea §$3.0 2.5 2.8 3.5 4.6
Groes Profit $ 1.4 1,3 1.4 1.4 2,2
SARE § 4 4 4 .4 .5
Other Income § ~ - - - -
Divisjon Contribution § 1.0 .9 1.0 1.0 1.7
As % of Sales)
Division Contribution 31.7 35.8 33.6 29,2 38.1
Gross Profit 45.7 52.5 47.8 41.8 49.0
SARE 14.2 17.1 14.6 12.5 10.9
§ Salea/§ Investment 1.31 1,09 1.01 1,17  1.44
Selling Price/1b $.542 .512 500 .483 482
Cost of Sales/lb §.294 .243 261 281 .246
Capacity - MM lbs 8.0 8.1 8.7 9.4 9.4
Excess 2.4 3.2 3.0 2,2 -
Internal Use - - - - -
Sales 5.6 4.9 5.7 7.2 9.4

The najor portion of polyelectrolyts sales are going to acetate sizing
markets. Current research is dirscted toward developing improved
products that will be suitable for raeplacement of starch as a cotton
and cotton blend size. Commercialization is anticipated by the fourth
quarter of this year, Until recently these products were unique to
the division in that they ars not price ssnsitive. This past year,
howsver, competitors have found a way teo circumvent our patent position
and are becoming mozre active.
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EROTEINS
($ in Millions)

Actya}l 1964
1961 1962 1963  budcet Cap'ty
Grows Invest, - Sales §1.5 1.5 1.6 1.6 2.7
Intsrnal Use § - - = - -
Total $ 1.5 1.5 1.6 1.6 2,7
For Eales:
9% ROI (after tax) 2.9 1.3 {.9) .1 14.8
Sales $ 1.7 1.4 1.2 l.4 8.3
Gross Profit § .3 .2 .1 .1 1.4
SARE § .2 .1 .1 .1 .6
Other Income & - - - - -
Division Contribution § .1 .1 - - .8
As % of Bales;
Division Contributior 5.0 2.8 (2.2) .3 9.7
Groas Profit 15.% 13.7 4.6 8.1 16.4
BARE 10.5 10.9 10.1 7.8 6,7
$ Sales/$ Investment 1.18 .94 .78 .89 3,08
§elling Price/lb $.116 .122 121 .120 120
Cost of Balea/lb $.098 . 105 .118 110 10l
Capacity = MM lbs 95.6 97.4 97.4 69,1 69,1
Excess 80.6 86.1 87.4 57.3 -
Internal Use - - - - -
Sales 15,0 11.3 0.0 11,8 69.1

The protein product line's sole outlet is adhesivea for interior
plywocd glues Bnd is not expected to survive the next two years,

The plywood industry seems sarnestly bant on converting to synthatic
resins, Protein glues will be held in the product line until they
are no longer incrementally profitabls,
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Gross Invest, - Sales

Internal Use §

Total

For Sales:
% ROI (after tax)

sales

Gross Profit

SARE

Other Income

Division Contribution

Ae % of Gales:
Division Contribution
Gross Profit
SARE

$ Bales/§ Investment

Selling Frice/sq.ft.,
Cost of Sales/sq.ft,

Capacity - MM 8q.ft.
Excenn
Internal Use
Sales

SAFLEX
($ in Millions)

Actual 1964
1961 1962 1983 Budget Cap'ty

$ 14.3 13.4 4.5 13.7 1%.3

$14.3 13.4 14,5 13,7 15.3

18,7 2.5 15.8 15.2  28.7
§ 18,2 17.3 16.6 14.6 24,1
$§ 6.7 6.7 5.4 4.8 9.6
$ 1.1 .9 .9 .9 1.1
§ - .2 .3 .3 3
§ 5.6 6.0 4.8 4.2 8.8
30,8  34.6 28,7 28.%  36.3
36.6 38.9 32.6 33.0 39.8
5.9 5.3 5.5 6.2 4,5
1,27 1.29 1l.18 1.07 1.58

$ 144 151 .147 143 144
$ .09 .0%92 ,099 .096 .087

317.7 301.2 181.,7 167.2 167.2
191.,6 186.1 68.9 65.2 -

126.1 115.1 1ll2.8 102.0 167.2

Saflex profitability is heavily dependent on the automotive industry.

Although production of automobiles has increased in the period reviewed,

& significant reduction in the quantity of plastic interlayer safety

glass used per automobile

has resulted in a lowering of sales volume

and profitability in Baflex.

The drop in return on investment in 1963 is overstated dus to revised

basis of costing raw materials (Butvar resin) because of the acquisition

of shawinigan Resins and the changes in reusable Bcrap values,

Though not included in the 1964 budget, it is hoped that glase lami-
nators will convert from 1S gauge plastic to 30 gauge high-impact

plastic for windshields,
change could result in an

When this might occur is not known but the
increase in profit by as much as §1,.5MM.
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FILM
(8 in Millions)

Actual 1964
1961 1962 1963 pudaet Can'ty
Gross Invent. - Sales § 8.4 7.6. 8.6 9.2 9.5
Internal Use § - - - - -
Total $ 8.4 7.6 8.6 9.2 9.5
for Balesg
% ROI (after tax) (.4) (.4) (.3) (.9} 1.6
Sales $§ 5.1 5.0 5.7 6.1 7.7
Gross Profit $ .4 .3 .3 .2 .7
BARE § .5 .4 4 4 .4
Other Income $ - - - - -
Divieion Contribution $ (.1) {.1) (.1) (.2) .3
As % of Eales:
Division Contribution {1.4) (.9) (1,0) {2.9) 4.0
Groes FProfit 8.3 6.4 5.3 3.3 2.6
BARE 9.7 8.1 6.4 6.2 5.7
§ Sales/§ Investment .61 .65 .66 .65 .81
Selling Price/lb $.386 ,344 .306 2307 307
Cost of Sales/lb $.354 L322 290 297 2718
Capacity - MM lba 17.0 14.5 23.2 25.0 25,0
Excess 1.8 - 4.5 5.3 -
Internal Use - - - - -
Gales 13.2 14.5 18,7 19.7 25.0

Improved operating efficiency and higher salesa volumes are offset-
ting declining selling prices and the effect of the Chocolate Bayou
start-up. Raw material costs are continuing to rise alse, although

this condition is not reflected in selling prices.
firming of our markets but true price stability is not to be expected.

We foraeses a

Two ¢r three new film producte have been successfully developed in
our laberatories. These will be further improved and introduced as

part of our profit improvement program.

our avajilable technical

rasources have been devoted mainly to the development of these new

products.
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SHAWINIGAN RESINS

Divieions profitability has heen [$MM a)

Actual 1964
1961 1962 1963 Budget
% Return on Investment AT 3.0 3.5 6.0 6.8
groes Investment 28.7 30.1 33.0 38,0
Sales 21.7 22.7 25.0 26.4
pivision Contribution BT 1.8 2.3 4.2 4.9
Div. Cont, as % of Salea 8,3 0.1 16.8 18,7
$ Salea/$ Investment .76 .15 .16 .72

In 1963 lnvestment in che divieions products earned the following rates

of yeturn:

% 9f Total.

Investment
Loss 22,1
Q to 3% 19.17
3 to 5.8% -0~
ver 5.8% 58.2

Major products repcrted are:

Eage
Butvar Product Gréup 119
Formvar Product Group 120
Selva Emalsicn ' 121
Gelvatol Froduct sroup 122

Thesa comprise 91% »>f the divisiona‘ investment in 1963,

0633524
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BUTVAR PRODUCT GRQUP

{$ in Millions)

Gross Invest, - Sales
Internal Use
Total

For Sales:
$ ROI (after tax)

Sales

Gross Profit

SARE

Othexr Income
Division Contribution

As %X of Bales:
Division Contribution
Gross Profit
SARE . .

§ Bales/§ Investment

8elling Price/lb - Butvar 8¢
Spec.Butvars

Cost of Sales/lb - Butvar 84
Spec,Butvars

Capacity = MM lbe
Excess

Internal Uee
Sales -

- Bctual

1961
$14.6

$§ -
$14.6

9.2

1962
14.9

14.9

20.7
29.0
8.3
«63

.8l1
1.00
.530
)

16.0
6.2

9.8

1363
15.4

15.4

10.2

10.6
4.0
.7

3.3

3l.0
37.9
6.8
+69

.806
1.0
.485
.525

14.4
3.4

11.0

196,
Budget Cap'ty
15.9 18.3
15.9 18.3
10,6 18.2
10.5 17.6
4.1 7.5

.7 .8
3.4 6.7
1.8 37.9
38,9 42,7
7.1 4.8
+66 .96
.785 ,785
1.0 1.0)
464,414
509 517
18.6 18.6
7.4 -
il1.2 le.6

Price of 8G Butvar supplied to Saflex was reduced by three centa per

pound on 10/1/63,

This reduction reflects the sharp decline in price

of vinyl acetate monomer - from 14 cents par pound at beginning of
1963 down to 12.5 cents par pound by year=-end.
of vinyl acetate used per pound of Butvar, the price of this raw

material is an important factor.

Increased Mobel sales, high level of automobile activity, cost savings
stomming f£rom Trenton plant efficliencies - all these have combined to

With about 1-1/2 lbe

produce a very favorable trend in division contribution of this

product group.

Introduction of HI Saflex in some of the 1965 model autos will mate-
rially raise sales quantities and will further improve profitability

of this product,
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FORMVAR PRODUCT GROUP
{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
Gross Invest, ~ Sales $ 3.0 3.2 3.8 4,2 4.8
Internal Uee § - - - - -
Total $ 3.0 3.2 3.8 4.2 4.8
For Salea:
% ROI (after tax) 1¢.8 1l2.6 13,2 12,3 17,7
Soles $ 3.7 4.1 4.0 3.9 5.3
Gross Profit 8 1.2 1.4 1.4 1.4 2.1
BARE 8 .5 .6 ) -4 .4
Other Income § - - -
Diviesjon Contrikution 8 .7 .8 1.0 1.0 1,7
As % of Halews:
Division Contribution 18.0 20,3 25.8 ¢6.5 32.2
groas Profit 31.0 34,4 35.2 36.2  40.5
BARE 12,9 14,1 9.5 9.7 8.3
$ Sales/§ Investment 1.24 1,29 1.07 .93 1,10
8elling Price/lb (1) §.0830 816 829 .B819 .819
Cost of Sales/lb (1) $.557 .518 .516 .502  ,465
Capacity - MM lbe 6.0 6.3 6.0 6.0 6,0
Excess 1.8 1.6 1.5 1.6 -
Internal Usa - - - - -
salas - 4,2 4,7 4.5 4.4 6.0

{1) Averags of Product Group excluding By-Products.

8trong acceleration of export sales of this product group has more than
offset the decline in domestic use of Formvars, The product is a
mature one and, undeniably, a profitable one,

Again, the decline in price of vinyl acetate monomer (discussed in
Butvar Product Group) ie an important censideration in the risse in divi-
sion contribution of this product group. For each pound of Formvar
produced, about 1.7 pounds of vinyl acetate monomer are uszed,

Capital appropriation roqueats, presently under consideration, are
sxpected tO reduce Formvar coets by about three cents per pound.
These projects involve: (1) centralized control of Formvar operations
and (2} sifting and packing of Formvaxa,

Continued rasearch efforts in the slectrical insulation field are
designed to broaden the market for this product in the future.
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QELYA BMULSION
(§ in Millions)

Actual 1964
1961 1962 1961  pudgey gap'ty
Qross Invest. - Sales $ 2.3 2.8 3.5 3.6 3.6
Internal Use § .1 .1 o2 | .5
Total $ 2.4 2,9 - 3.7 3,9 4.1
For Salas:
X ROI (after tax) . {3.2) - .3 2,9 6.0
Gales [ 2 P9 3.7 4,1 4.7 5.3
Gross Profit 5 .4 6 »7 9 1.2
SARE 3 .6 «7 .8 .8 .8
Other Income § o1 .1 Y C .-
pivieion Contribution $ (.1) - - .2 .4
As X of Sales:
Divielion Contribution {4.9) .3 N ) 4.3 8.2
Gross Profit 13.4 16.9 17.6 19.7 22.%
BARRE 20.0 17.8 18.7 16.4 1%.2
$ Sales/$ Investment l.34 11,31 1,18 1.32 1.46
Belling Price/lb $.172 ,173 .11 .169  .169
Cost of Bales/lb 9.149 144 143 .16 131
Capacity ~ MM 1bs - 23.4 23,2 28,3 36.0 6.0
Excess 4.3 2,8 3.4 5.4 -
Intexnal Uso 1,0 .9 1.4 2,6 4.5
Sales 18.1 21.5 23.7 28,0 .8

New typas of EPmuleion.{for example, Latex 925, for paper industry use)
have made an inmportant contribution to an improved sales mix for this
product group. Thus, while some grades of Emulsion have suffered prics
attrition, the large repressntation of new and higher-priced types in
the sales mix has maintained a relatively stable melling price over the
years, :

Unit cost of uales shows a gradual downward trend, principally resultant
from the decline in price of vinyl mcetate, of which about one-half pound
is used per pound of Emulsion produced. Although volume of sales shows a
spectacular jump of S5X between 1961 and 1964, departmental fixed or
‘period” costs have risen only moderataely.

The 10% reduction in SARE personnsl, seffected in 1963, has snabled this
product group as well as those in the other three schedules, to show an
improved X to aales relationship.

Low division contribution of this product, shown above, should not be
construed as an indication of absence of profitability per pe, for the
Hydrocarbon Division receives a profit on its sale of vinyl acetate to
Shawinigan, a profit which significantly tempers this low contyibution,
This same consideration must be applied to the other product groups.

Continued research effort is axpected to provide improvement in division
contribution of this product group. Our long-range plans include a
nunber of additional capacity increases, and possibly a second site of
operations in another area.
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GELVATOL PRODUCT GROUP

Orosa Invest, - Sales
Internal Use
Total

For Sales:
% ROI (after tax)

Sales

Gross Profit

SARE

Other Inccme

Division Contribution

As X of Salen;
Divieion Contribution
Gross Profit
BARB

§ Sales/$ Investment

Belling Price/1b (1)
Cost of Sales/1b (1)

Capacity - MM lbse
Excesp
Internal Use
Bales

{$ in Millions)

Actual 1964
1961 1962 1963 Budget Cap'ty
$ 6.3 6.7 7.3 7.6 8.3
§ .4 6 .7 .5 .6
$ 6.7 7.3 a.,0 8.1 8.9
(1.5 (4.3) (1.0) 1.7 5.7
$ 3.9 3.4 3,9 4.5 6.1
$ .4 - .3 1.0 1.7
8§ .6 +6 .6 .7 7
§ = - - - -
$ (.2) {.6) (.1) 43 1.0
{5.0) (17.9) (3.7) 5.7 15.5
10,6 .8 13,5 20.8 28.2
15.6 18.7 17,2 15.0 12,7
63 .50 .54 +60 .73
$.628 ,626 .632 N 617
$.553 624 542 .478 427
6.0 9.6 9.6 9.6 9.6
- 4.3 3.4 2,58 -
4 .4 -4 o5 .6
5.6 4.9 5.8 6.6 9.0

(1) Average of Product Group excluding By-Products,

Price reductions have been made foy certain grades of this product, but

increased sales volume of many of the higher-priced types has hald
average selling price to a relatively uniform level.

The greatest single contribution to the impreasive downward trend of unit
cost of salas is, of course, tha introduction of methyl acetate hydro-
lysis, estimated to reduce unit cost of production by about four cents

per pound. Other important factorsg
1) A sizable improvement in yileld on vinyl acetate monomer, from

92.6% in 1961 to 96.5% in 1964,

During this period, vinyl usage

has dropped from 1,94 down to about 1.87 pounds of monomer per

pound of Gelvatol,
2

—

per month between 1961 and 1964.

3

~

Rate of single-line output has increased from 500M to 700M pounds

Prices of raw material assoclated with this product have declined

subetantially, particularly vinyl acetate - from 15.6¢ at 1/1/61

to 12.5¢ at 12/31/63.

Division contribution will be converted from $.JMM loss in 1963 to $.3IMM

profit in 1964. Yield on vinyl acetats, as a result of further cost-
reduction projects should reach 97-97.5%.
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At the time this report is published, historical information for
individual products for Gering and Packaging (Plax) is not readily
availabls,

The record for their total operation follows. The period covered
is that since acquisition of these companies (3 millions):

LY 2964
. 1362 1963 Budget
% ROI {after tax) 2.4 3.0 1.7
o Gross Inveatment 20.4 23.9 26,1
Sales . 22.3 23.8 25,5
Div. Contribution (before tax) 1.0 1.5 1.9
AL
% ROY (after tax) - {.2) 1.3
Groass Investment - 50.3 51.8
Salea - 42.0 46.6
Div. contribution (before tax) - (.2) 1.4
0633529
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