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July 25, 1935.
TO THE STOCKHOLDERS OF

MONSANTO CHEMICAL COMPANY:

Subject to independent audit, net earnings available to our common stock for the second
quarter of 1935, including that of the subsidiaries of The Swann Corporation which were acquired
during the period, amounted to $923,125 or 94.8c a share on the 974,133 shares outstanding on June
30th. $704,918, or 8114c a share, was earned during the corresponding period on the 864,000 shares
outstanding last year. Net earnings available to our common stock, including the earnings of The
Swann Corporation, for the six months ending June 30th, 1935, totaled $1,848,449, or $1.897 a share,
which compares favorably with $1,379,035, or $1.5915 a share earned last year ¢ on tbe respectlve
number of shares outstanding at the end of each penod :

Upon our acquisition, the former subsidiary companies of The Swann Corporation had out-
standing $703,600 of 6%, and 7% preferred stocks. Monsanto had outstanding $877,500 of 5149,
first mortgage bonds.

In order to accomplish desirable economies, it was necessary to retire the preferred stocks of
our newly acquired subsidiary companies, and it was advisable and profitable to refund our first
mortgage bonds at prevailing low interest rates. In addition, profitable avenues for investment of
some additional capital developed. However, in view of our constant demand for capital for plant,
sound financing indicated the refunding of these obligations in a manner which would eventually
supply permanent capital, and which thus would release for dividend or other corporate purposes
that amount otherwise required for debt retirement.

Therefore, there was sold at par, early in April, to a group of sixteen—insurance companies,
banks and investment trusts, etc.—an issue of $2,000,000 2149, 10-year convertible notes. These
notes are convertible into common stock for a period of two years, ending May Ist, 1937, if not
previously called, at $60 a share (which price was above the average market price at the time of the
sale); for two years thereafter at $70, and increasing ten points each two years until the conversion
price reaches $100 a share.

~ Asindicated in the accompanying balance sheet, a favorable market had induced the conversion
of $650,000 of these notes by June 30th, and we had retired also our 5149, mortgage bonds and all
of the preferred stocks of our newly acquired subsidiaries.

If it is assumed that all the notes will be converted eventually, the net saving to common
stockholders in bond interest and preferred dividends would amount to $84,524 per annum, which
equals $3.31 per share on 25,518 shares—that portion of the convertible-note issue that was required
for retirement of the senior issues. (1934 earnings were $3.2014 a share.) Furthermore, our Company
would have no current or funded debt nor preferred issues (other than that of our Bntlsh subsidiary)
ahead of our common shares.

) The reported earnings of the second quarter include $138,308 of non-recurring income but are

net after the writing off of approximately $64,000, representing commissions and other expenses of
the note issue, premium on bonds called and interest on called bonds to date of redemption, and the
reservation of approximately $110,000 for anticipated extraordinary expenditures during the coming
six months.

In view of the satisfactory earnings our Board of Directors today declared an extra dividend of
25 cents a share in addition to the usual dividend of 25 cents a share both to be paid September 14th,

to stockholders of record August 24th next.
President, 2
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