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‘BUSINESS
'~ DESCRIPTION
. Cyanamid is 3 research~
based biotechnalogy
.. and m_.miﬂ_ company
, “which develops medi-
. - éal, agricultural, chem-
) icaland consumer
. productsand manu-
" “factures and markets
| them throughout the
world,

‘Qur special thanks to:

Robert A, Shanik, MD,

: "Manahawkin, NJ;
Weyerhaeuser. Company,

" Prince Albert Mill,
Saskatchewan; Willlam

“. Paterson College, Wayne,
NJ; Ulrich Inc.,
Ridgewood, Nj

The ultimare challenge and responsibility of the men and women of Cyanamid is to achieve
and maintain customer satisfaction.
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FINANCIAL HIGHUGHTS
Net Sales ($ Millions)

. 3,542
05 Me————
. 3623
6 ———
4,163
L ee—
i 4,592
55—

4825
89 ol

Earnings from Continuing
Operations Per Share (§)

. 125
85 l
248
86 B
L
87
3.16
88

3.12
89

Net Earnings Per Share ($)

1.34
85 [
215
06 em——
291
87 l
3.16
9 En—————————
392
89 1

Dividends Per Share ($)

95
85 [

95
86

1.025
87

1.1625

88 1

13125
89

FINANCIAL HIGHLIGHTS*

American G id Company and Subsidiaries
{Dollars in millions except per shave amounts)
Operating Results 1989 1988 ©1987
Netsales .. ...oouuvunnniiiine e s $4,825.0 $4,592.2 $4,168.7
Earnings from no...c::_:m ovmnm:o:m S 292.0 295.6 264.3
Net earnings . . AN 292.0 295.6 275.9
‘Dividends . .. .. . 120.0 104.3 93.4
P . Per share of common mSnr ;
'Earnings from continuing operations ., . ... ..... 3.12 3.16 2,79
‘Netearnings ... : .. R e 3.12 3.16 291
-Dividends . .. . RN 1.3125 1.1625 1025
Depreciation, QmEn:o: mzm NSOSNES: e 233.3 223.1 202.0
“Additions to plants, equipment and facilities ... ... . 397.6 3815 289.8
Research and process development expense . .. . .. 406.6 374.1 3232
Year-End Position )
Totalassets. .. ............ N [ $4,971.2 $4,649.7 $4,194.0
Funded debt .". . 457.7 4935 573.2
Stockholders' mn::v. R e R 2,321.4 2,101.9 1,92%.1
Per share Omnoiioz m"onr e 24,30 22.54 20.57
December 31, 20m~sm stock vunn on arn New <ozn
Stock Exchange Composite Listing . . RTFE 535 46% 41%
" Shares outstanding .......................... 95521501 93,271,671 93,484,323
Number of stockholders ............. A 49,774 52,662 51,304
Number of employees . ... ... B 35,394 35,689 34,447

*Includes Praxis Biologics, Inc. which was accounted for under the pooling of interests method (Note 3 to the

Consolidated Financial Statements).




George ). Selia, Jr,,
Cyanamid Chairman,
President and

Chief Executive Officer

Worldwide Sales

41% Medical

_Nug Agricultural
24% Chemicals

—._Na\e Shulton J_

Operating Earnings

56% Medical

33% Agricultural

_ 8% Chemicals
" 3% Shulton
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. TO OUR STOCKHOLDERS

18 In 1989 your company continued to reap the benefits of growth through the
successful introduction of new products and technology, excellent marketing
and customer service, and a companywide employee commitment to achieve
the strategic intent of our businesses through individual initiative and innovation.

While we were pleased with the results we achieved in Hmm.mu the year also
demanded change in response to new challenges and opportunities as we
pursued our long-term commitment to building the research and technology-
based Cyanamid of the 21st century, v

Building for the future, Cyanamid ma@::.@m Praxis Biologics, Inc. in November

1989 in a transaction accounted for on a pooling of interests basis and formed a
new operating unit to coordinate the vaccine and biological products businesses
of Lederle and Praxis.

The companys 1989 and prior years' results and financial information include
the accounts and operations of Praxis. The effect of this is to reduce 1989 net
earnings by $.38 per share and 1988 net earnings by $.25 per share. Net earnings
in 1989 were $292.0 million, or $3.12 per share, versus $295.6 million, or

$3.16 per share, in 1988,

Total operating eamnings of our business groups in 1989 were a record $579.0
million, up 8% from $538.3 million in the previous year.

Worldwide sales in 1989 were a record $4.83 billion, 5% higher than the $§4.59
billion in 1988, despite the translation of 1989 foreign currency sales at unfavor-
able exchange rates versus 1988.

The Medical Group again set global sales and operating earnings records in 1989
with increased sales of ethical pharmaceuticals, biologicals, consumer health
products and medical devices.

Following approval by the US, Food and Drug Administration, the new antibiotic,
Suprax cefixime, was introduced in July 1989. We were pleased with physician
acceptance of Suprax, the first third-generation oral cephalosporin. Suprax s

used in the treatment of otitis media, acute bronchitis and other infections.

Worldwide sales and operating earnings of the Agricultural Group reached
record levels in 1989, fueled by the continuing growth of the imidazolinone
hetbicides. Pursuit herbicide was successfully introduced for weed control in
soybeans and leguminous crops primarily in the mid to northern United States.
It complements Scepter herbicide, which was introduced in 1986 and now is
used in the United States for weed control in soybeans primarily in the mid to
southern regions, Combined 1989 worldwide sales of Pursuit herbicide and of
Scepter herbicide were substantially higher than sales of Scepter alone in 1988.

Global sales of the Chemicals Group rose in 1989 versus the previous year.
Although there was some improvement in the unfavorable cost-price trend
affecting the chemicals business in 1989, worldwide operating earnings of the
Chemicals Group were about even with 1988, Results were negatively impacted
by costs associated with the expansion of the melamine plant in Louisiana,
continued investment in new product development, adverse exchange impacts
in Latin America and depressed earnings of the company’s acrylic fibers business.

Worldwide sales of the Shulton Group were higher in 1989, but operating
earnings declined substantially, in part due to losses related to the company’s
Shulton subsidiary in Brazil following the discovery by the company in
December 1989 that the subsidiary had made unauthorized borrowings and
incurred unreported losses in violation of company procedures.

Other major factors that had a negative impact on the performance of the
Shulton Group occurred in the United States. These factors were inventory
reductions by retailers, higher promotional spending in response to intense
competition and higher introductory costs associated with new products.

In April 1989 the Board of Directors increased the company’s quarterly dividend
from $.30 to $.3375 per share, the equivalent of an annual dividend rate of
$1.35 per share versus the former annual rate of $1.20 per share.

We sustained our strong commitment to the research and development of
new products and technology, with costs of $406,6 million in 1989, a 9%
increase from the $374.1 million in the prior year. We also continued the
expansion and modernization of our agricultural and pharmaceutical

research laboratories.

Willlam A, Liffers,
Yice Chalrman

Frank V. AtLee,
Executive Vice President

Albert . Costello,
Executive Vice President

Cy d’s Executive C:

is comprised of George Sella
{pictured on page 4), William
Liffers, Frank AtLee and Albert

Costello (pictured on page 5).
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Capital spending, exclusive of acquisitions, was $397.6 million in 1989.compared
to $381.5 million in 1988 .

In 1989 the company began to implement the Chemical Manufacturers
Association Responsible Care Program, a major new initiative by the chemical
industry to improve industry performance in the management of chemicals
and in health, safety and environmental protection.

During the year, George P. Bywater, group vice president, retired. In his 34-year
career with Cyanamid, Mr. Bywater made many contributions to the chermical,
pharmaceutical and international businesses, particularly to the improvement
in the company’s Latin America business. In August 1989 Darryl D. Fry, who had
been president of the Agricultural Division, was elected group vice president
with responsibility for the global agricultural business.

‘We are proud of our employees throughout the world and their contributions
to Cyanamid’s success in 1989, With their sustained efforts for profitable growth
through innovation, we are confident that Cyanamid will meet the challenges

it faces in the 1990s as we pursue our long-term commitment to serve the needs
of our customers through the research, development and commercialization

of new technology,

For the Board of Directors,

George J. Sella, Jr.
Chairman, President and Chief Executive Officer
February 6, 1990, Wayne, New Jersey

P.S, On February 22, 1990, we announced that Cyanamid has retained an invest-
ment banker to study courses of action to maximize the returns on our consumer
products business and to explore alternatives, in_.:&:m divestiture or joint
venture, for our Shulton Group. We believe this evaluation is appropriate in our

continuing effort to increase the value of the company for our stockholders. G.J.S.

OUR COMMITMENT TO OC% CUSTOMERS

We share a common visiomn.
Regardless of our function-
research, manufacturing, sales and
the many others that, together,
form and energize Cyanamid-our
shared vision is to satisfy the needs
of people throughout the wortd
for better health care, food, indus-
trial productivity and personal

lifestyle.

But bringing quality products to
the world is only half of our goal.
Our ultimate challenge and
responsibility is to achieve and
maintain customer satisfaction...
that speciai relationship of trust
that generates repeat sales, builds
business and enables us to grow
as a profitabie and respected

company.

Every day, we-the men and women
of Cyanamid throughout the
world~are building that relation-
ship as we deliver quality products
and services to our customers.

In the process, we are working to
ensure the continued goodwill

of our customers and the con-

tinued success of our company.

The employees whom you will
meet on the following pages are

nly a few examples of Cyanamid
innovation at work. They are rep-
resentative of all of us-the 35,394
members of the global Cyanamid
family. Their commitment, their
vision is our shared commitment
and vision-from the Americas to
Africa, from Europe to the Far
Fast-regardless of culture, cur-
rency or language-at Cyanamid,
our customers come first.




W Emily Thompson is two years old; her
brother Mark is one. Both had middle
ear infections recently, but both are
fine now.

Their mother, Eileen Thompson, didn’t
waste any time taking her children to
their pediatrician, She knows that mid-
dle ear infection-~technically called
otitis media-is the third most common
childhood disease in the United States.

She also knows that otitis media, if un-
treated, can cause temporary hearing
loss, sometimes resulting in long-term
learning and emotional disabilities.

No, Eileen Thompson isn't a physician.
She's a medical representative for
Cyanamid’s Lederle Laboratories. But
as part of her job, Eileen calls on pedi-
atricians and family physicians in her
North Carolina territory. And since the
middle of last year, she has been telling
them about a new Lederle product,
Suprax cefixime, the first third-generation
oral cephalosporin, which is uniquely
suited for the treatment of otitis media.

“Once I establish the efficacy of Suprax
based on scientific data, I enjoy telling
the doctors in my territory about the
other three major advantages of Suprax,
especially for the busy parent with a sick
child; says Eileen. “T know first-hand
about all of the advantages of Suprax
from caring for Emily and Mark.

“First, as an oral product, it is easy to
administer and to take. Second, Suprax
is given only once a day, which means
that working parents can give their chil-
dren Suprax before they leave for school
or the day-care center. And third, it
doesn't have to be refrigerated, so stor-
age away from home is not a problem”

Dave Standiford is a Lederle district
manager based in the Trenton, New
Jersey, area. He points out that Eileen is
probably an exception as a parent in
her knowledge about otitis media.

“Most parents aren't really familiar with
otitis media and its potentially serious
consequences,’ says Dave. ‘At the same
time, the children themselves don’t con-
nect the pain in their ear with the fact
that they can't hear as well”

Last November, Lederle’s marketing
teamn gave Dave Standiford and Eileen
Thompson-as well as their colleagues
around the country-a special educa-
tional package to fill both the needs of
child and parent.

Called “Otitis Media: A Children’s
Story...For Parents; the package consists
of a 14-minute videotape-narrated by .
actress Mariette Hartley-and a color-

fully illustrated “story” book.

“The tape is great, because it explains
the symptoms and possible dangers of
otitis media,’ says Dave. “And the book,
on the left-hand pages, helps children -
understand the way they are feeling
through simple words and pictures. On
the right-hand pages, the book helps
parents recognize the symptoms of
otitis media-and understand its
possible consequences

To support the intro-
duction of Lederle’s
newest antibiotic,
Suprax, an educational
program was devel-
oped for young
patients and their par-
ents, Eileen Thompson
and Dave Standiford
(black & white photo)
provide pediatricians,
such as Dr. Robert A.
Shanik, with the pro-
gram’s booklet and
videotape explaining
otitis media.
















“It became apparent early in the project;’
continues Valerie, “that one way to save
time on light duty cleanups is to get rid
of such things as buckets, sponges,
paper towels and several cleaners’”

Based on that premise, initial develop-
ment of a new, more convenient cleaner
began in early 1988.

“We were looking for a premoistened
towel-a sort of baby wipe for the house;’
explains Dennis Smialowicz, a House-
hold Products group leader in Shulton’s
research and development laboratories.

“But we had a problem: Shulton had
no previous technical expertise in the
production or packaging of premoist-
ened towels] Dennis explains.

“We weren't too worried, though, be-
cause there was plenty of time to develop
the expertise”

Or so they thought,..

In late 1988 Valerie and Dennis learned
that a competitor planned to introduce
a premoistened cleaning wipe in

early 1989,

“Our challenge was to develop the most
effective and appealing product, and
bring it to market quickly; Valerie says.

As the Shulton research team acceler-
ated the product’s development, Alan
Verduin, director of package develop-
ment for Household Products, faced a
different set of challenges.

“The package had to keep the product
moist until the last towel was used;
Alan explains, “and it had to be sturdy,
but still recyclable, And we wanted a -
neutral color so the container could be

24

left out in kitchens and bathrooms
without being too conspicuous?

“In response to consumer research, we
decided to develop one multipurpose
towel for a variety of household uses
with fresh scent and lemon scent;’ adds
Valerie.

“We had less than one wm.mq to accom-
plish what would normally take at least
two,” Valerie notes.

“Our target date for market introduc-
tion was early October 1989. Every
member of the project team met tough
deadlines, and the first shipments were
right on schedule;’ Valerie continues
with obvious pride in her voice, “We
started our consumer advertising in
early December with a distinctive TV
commercial showing a busy woman
using Spruce-Ups to clean up around her
home while talking on her cordless
phone at the same time?”

The TV commercial dramatizes the real-
life advantages of Spruce-Ups to busy
women.

“Initial sales indicate strong consumer
w,ﬁaaﬁ tance, That isn't surprising;’
concludes Valerie, “because Spruce-Ups
offer the busy woman-like me-what
she wants most-a more convenient way
to handle daily cleanups, And that
‘translates to more time for herself-and
ultimately a satisfied customer!”

/
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BUSINESS PERFORMANCE

Medical Group . .
Agricultural Group
hemicals Group .
Shulton Group . .




BUSINESS GROUPS-1989 PERFORMANCE REVIEW

\Tm

B MEDICAL GROUP
In 1989 the Medical Group set global sales and operating earnings records for the
fourth consecutive year.

‘Worldwide operating earnings increased 20% to $325.5 million compared to
$272.2 million in 1988. Sales reached $1.98 billion, an 8% rise over the $1.83 billion
in 1988.

Sales gains were led by ethical pharmacenticals, biologicals, consumer health
products and medical devices.

The US. launch of Suprax cefixine, the first third-generation oral ¢tephalosporin,
met with enthusiastic support from the medical community. Suprax, which was
licensed from Fujisawa Pharmaceutical Company, Ltd., is a major advance in anti-
biotic therapy and is used in the treatment of otitis media or middle ear infections
in children. Unlike competitive antibiotics, Suprax is administered only once a day.
The children'’s liquid suspension formulation also is unique because it does not
require refrigeration. Both of these unique advantages are important to parents,
especially working parents with children in day-care centers or school, In addition
to its pediatric indications, Suprax also is effective in the treatment of acute bronchitis,
acute exacerbation of chronic bronchitis, urinary tract infections and pharyngitis,
It was introduced in Puerto Rico in late 1989 and in Canada in January 1990.

In November 1989 we acquired Rochester, New York-based Praxis Biologics, Inc.,
which has developed an innovative proprietary glycoprotein conjugate technology
that helps create vaccines that are purer, safer and more effective than those
produced by conventional technologies. A new operating unit, Lederle-Praxis
Biologicals, was formed to coordinate the vaccines and biologicals businesses of
Lederle and Praxis, which substantially strengthens our competitive position in
this important segment of the health care market.

Sales of biologicals rose in 1989, and two new vaccines were added to the product
line, Praxis’' HibTITER Haemophilus b conjugate vaccine protects against bacterial
meningitis in children 18 months of age or older. We expect approval of this vaccine
for the immunization of infants in 1990. We licensed Flu-Fmune, a flu vaccine, from
Evans Medical, Ltd. of Great Britain, giving us exclusive rights to sell the productin
the United States where it was launched in October 1989. Because Flu-Imune pro-
vides protection against the Shanghai strain of the infection, which was largely
responsible for the high flu incidence in the United States this winter, physician
response to the new vaccine was excellent.

Worldwide sales of Minocin minocycline, our established third-generation tetracy-
cline antibiotic, again registered substantial gains. Minocin is a leader in several
markets as an effective treatment for acne, sexually transmitted diseases and
respiratory infections.

In the United States, Pipracil piperacillin, our semisynthetic penicillin, was sitccess-
fully repositioned £o focus on pseudomonas, one of the most lethal pathogens in
hospitals, As a result, Pipracil yemains the US. market leader in its class.

In the anticancer area, sales were led by Novantrone mitoxantrone HCIL Novantrone
performed exceptionally well in its first full year in the United States where it is
registered for the treatment of acute nonlymphocytic leukemia. It is sold in more
than 35 other countries for use in the treatment of several forms of cancer.

Rheumatrex methotrexate was launched in the United States in 1989 for the treatment
of severe theumatoid arthritis, The product was accepted quickly by rheumatologists.

Strong sales of all major brands of consumer health products were led by Centrum
multivitamins. Cenfrum maintained its U.S. market leadership position, despite an
overall sales decline in the market category. US. sales and market share of FiberCon
calcium vo_vﬁs&cvmz bulk-forming laxative tablets increased significantly.

Our international pharmaceutical business contributed strong sales growth in
Minocin minocycline and Novantrone mitoxantrone. Felbinac, a topical antiarthritic
drug which was introduced in the United Kingdom in late 1988, achieved
impressive sales. We continued to introduce bisoprolol in foreign countries and

to gain market share. Sold under the Monaocor and various other trademarks,
bisoprolol is a cardioselective beta blocker for use in the treatment of hypertension
and angina and is licensed from E. Merck. It is sold in five European markets and
is expected to be launched in several Far East markets in 1990. We filed a New
Drug Application (NDA) with the US. Food and Drug Administration for M.

in July 1989.

The medical device business achieved worldwide sales gains in Davis + Geck wound
closure products, Storz ophthalmic products and Acufex orthopaedic devices.

A major effort to introduce Storz and Acufex products into international markets
produced positive results. Vital Vie, an acquired innovative combination suction/
irrigation/light source, was marketed for use in a variety of surgical specialties.
International sales of Dexon synthetic absorbable sutures and other suture products
increased significantly.

We continued to make important progress in our medical products research and
development programs. In antibiotics, we have started Phase III clinical trials on
tazobactam, a beta-lactamase inhibitor licensed from Taiho Pharmaceutical Company
of Japan. Tazobactam is targeted for use with piperacillin to broaden its use against
gram-positive and gram-negative pathogens and to improve bacterial susceptibility.
We expect to apply for approval to market tazobactam in Europe in 1990.

MEDICAL GROUP
Worldwide Sales ($ Millions)
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In conjunction with Quadra Logic Technologies, Inc, of Vancouver, British
Columbia, Canada, we began Phase I clinical trials of Photofrin v&%o.%rv&n.
a light-activated drug to be used for the treatment of lung, esophageal and
bladder cancers, Photofrin is expected to be launched in Canada in 1990,

Other anticancer research projects include two piatinum-based agents used in the
treatment of melanomas and cancers of the head, neck, testes, ovaries and bladder
and an immunomodulator used to treat a variety of cancers and viral infections.
We have several biotechnology products in development utilizing monoclonal
antibodies that will target specific cancers, Our goal is to develop drug delivery
systems that will carry anticancer agents directly to the tumor sites with minimum
damage to healthy cells.

In addition to bisoprolol, we also have two other cardiovascular agents in clinical
trials, We are developing a combination product using bisoprolol with a low-dose
diuretic as well as a hypolipidemic agent licensed from Rice University, which may
be effective in lowering cholesterol and treating or preventing arterial plaque v&isv.

In addition, our pharmaceutical discovery research scientists are in the very
early stages of innovative projects to develop compounds for depression, anxiety,

" insomnia, memory loss, arthritis, allergies and cancer.

‘We are committed to building on our strength as the number-one supplier of
biologicals in the United States by developing 2 new generation of safer, more
effective vaccines largely based on biotechnology. By mid-1990 we expect to file a
Product License Application (PLA) for an acellular pertussis vaccine, This vaccine
may replace the existing whole cell pertussis component in our 7#-Immunol vaccine
for use in the booster phase of the DTP vaccination series for the protection of
children at the ages of 18 months and five years. Also in clinical trials are an
injectable killed polio vaccine, vaccines for herpes simplex 1 and 2 and meningitis,
and vaccines for EEE and pneumonia in infants. A major new
focus of our research in biologicals is to develop combination vaccines. -

In the medical device field, we are working to develop new products for wound
management, ophthalmics and orthopaedics.

A second generation Dexon 11 braided suture, with a novel coating which
significantly improves its handling characteristics, will be launched worldwide in
1990. Early reactions to this suture from suigeons have been positive.

An absorbable mesh intestinal sling is gaining physician acceptance as 2 means of
preventing radiation damage. Other mesh products for the surgical correction
of hernias and other soft tissue defects are in development.

Longer-term research includes the development of biological and chemical agents
which may accelerate the tissue healing process following trauma and surgery,
and thus reduce convalescence.

In the ophthalmic area, our new True Vistz bifocal intraocular lens is now in clinical
trials in Europe. A program is under way to identify new antiglaucoma agents and
to develop or license pupillary dilators and constrictors and agents which assist
with vitreous removal.

With the 1990 launch of Biofix rods, we expect to become a leader in absorbable-
device fixation of bone fractures, This technology may eventually eliminate the
need to reoperate on patients to remove implanted meta! bone fixation devices
after healing has occurred. We also are developing an absorbable soft tissue to
bone fixation device, Suretac, which may significantly improve the repair of certain
joint injuries.

M AGRICULTURAL GROUP
Worldwide sales of the company’s imidazolinone herbicides helped propel the
Agricultural Group to record sales and operating earnings in 1989.

Global operating earnings grew 13% to $187.8 million compared to $166.7 million in
1988. Sales increased to $1.10 billion, a 3% gain over $1.07 billion the previous year.

Pursuit herbicide, which complements Scepter herbicide, was introduced in the
United States in 1989. Both products are members of the imidazolinone family of
herbicides discovered by a Cyanamid scientist. Pursuit is used for weed control in
soybeansand other leguminous crops primarily in the mid to northern. United
States. Scepter now is marketed in the United States for weed control in soybeans
primarily in the mid to southern regions. The combined worldwide sales of the
two products were substantially higher in 1989 than sales of Scepter alone in 1988,
Pursuit also is registered in Argentina, Paraguay, the People’s Republic of China and
Thailand, and registration is expected in Brazil for the 1990 growing season. In
addition, the introduction of Pursuit Plus, a combination of Pursuit and Prowl
herbicides, achieved good introductory sales in niche markets. In addition to

the two soybean herbicides, the imidazolinone group includes Assert and

Arsenal herbicides.

Assert, used to control wild oats and blackgrass in wheat and barley, scored w‘&:m in
international markets as a result of the introduction of new combination products
in Italy and the United Kingdom. Assert is the first imidazolinone herbicide to be
registered in Scandinavia, and additional registrations are expected in 1990. US.
sales of Arsenal TVC herbicide grew as it continued to make inroads in industrial
and forestry applications and along railroad rights-of-way.

The unique imidazolinone technology is expected to yield several additional
products in the 1990s as well as numerous combination products.

AGRICULTURAL GROUP
Worldwide Sales (§ Milltons}
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Prowl herbicide, used on grass and broadleaf weeds in major crops such as

soybeans, rice, cotton, cereals and maize, established another sales record in 1989

with gains in both domestic and international markets, where it is used extensively

in combination products to meet local market needs. Our manufacturing facility

for Prowl in Hannibal, Missouri, is being expanded to meet the growing demand 4
for the product. .

Market-leader Counter insecticide registered sales gains while again extending its*
share of the US. soil insecticide market for corn. Sales of Thimet and Amdro
insecticides also increased worldwide.

International sales of Gygro coccidiostat increased. Gygro, which prevents coccidiosis
in poultry, was approved by the US. Food and Drug Administration in November
1989, and the 1990 summer poultry season is targeted as the first major marketing
effort in the United States. Gygro has unique advantages over several competing
products in its class in the United States, It is significantly more potent, less toxic to
other species and has a superior patented premix formulation which provides
uniform feed distribution. Another new animal health product, moxidectin
endectocide, was registered for use in Argentina in beef cattle. It controls both
external and internal parasites in food animals as well as pets and is expected to
be launched in 1990, .

We continued our successful strategy of developing and introducing combination
agrichemical products, primarily herbicides, for niche markets, especially in i
Europe. A state-of-the-art formulations plant utilizing proprietary Cyanamid

technology came on stream in Gravelines, France, in October to formulate

herbicides, including Assert, Avenge and Prowl, which is marketed under the Stomp
trademark in Europe, and various combination herbicide products for sale in

Western Europe., .

The collaborative effort with Pioneer Hi-Bred International to develop hybrid
corn varieties resistant to our imidazolinones made good progress in 1989 and is
expected to open that crop market to use of these products. We are working with
other major research-oriented companies and universities to develop imidazolinone-
resistant wheat, rice, sugar beets, rapeseed and vegetables and are continuing our
in-house research efforts to develop resistant wheat and cotton.

We are developing a herbicide which has potential for use against major weeds in
European cereal production and in the Japanese rice market. Results are encour-
aging in the development of a plant growth modifier which enhances the yield
and quality of various fruits and nuts and will help us to enter the California
market for those crops. A group of broad-spectrum insecticides discovered by our
scientists are in development. The group possesses a novel mode of action and
has significant potential in cotton, rice, vegetables and many other crops.

In animal products research, we continued the development of two genetically-
engineered products. Bovine somatotropin (BST) improves milk production and
feed efficiency in dairy cows. Porcine somatotropin (PST) allows pigs to grow

bigger, faster and consume less feed, resulting in leaner meat. Development also is
continuing on moxidectin endectocide for worldwide registration. Our extensive
biotechnology program includes efforts to develop growth-promoting agents

and products which stimulate the immune systems of animals, enhance growth and
carcass composition, and control infections.

B CHEMICALS GROUP
In 1989 worldwide sales for the Chemicals Group rose to $1.14 billion, a 3% gain
from the $1.10 billion in 1988. Operating earnings were §47.7 miliion, about even
with 1988, Results were negatively impacted by costs associated with expansion of
the melamine plant in Louisiana and continued investment in the development
of new products and technology. Other factors mmnnzz.m the performance of the
Group included adverse foreign exchange impacts in Latin America and depressed
earnings of our acrylic fibers business as a result of lower overseas demand for the
product and increased energy costs,

The melamine plant expansion makes it one of the world’s largest and most
advanced manufacturing facilities for this material. Located at our Fortier plant
near New Orleans, Louisiana, the plant is owned by American Melamine
Industries (AMEL), a manufacturing joint venture between Cyanamid and Dutch
State Mines of The Netherlands.

Sales of adhesives, sealants and encapsulants produced by Conap, Inc., which we
acquired in mid-1988, rose in 1989. US. sales of acrylonitrile, carbide products,
rubber chemicals, sulfuric acid, Gyalume chemical light products, acrylic fibers,
paper and water-treating chemicals, organic flocculants and methylated crosslinking
resins increased in 1989. Sales of our new urethane chemicals, called aliphatic
isocyanates, rose significantly. This new family of products is used in paints for the
architectural and automotive industries and in roofing and flooring applications.

Our international business achieved solid sales gains in acrylonitrile, carbide
products, mining chemicals, organic flocculants, rubber chemicals and engineered
materials, )

Qur chemical research effort continues to be focused on supporting our leader-
ship position in certain speciaity chemicals as well as opening new markets for the

CHEMICALS GROUP
Worldwide Sales ($ Miltions)
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SHULTON GROUP
© Worldwide Sales ($ Millions)
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future. Major projects are under way in paper, water-treating and mining chemicals,
organic flocculants, amino and isocyanate crosslinking resins, urethane chemicals,
polymer additives for the industrial coatings market, adhesives and composites,
and phosphine chemicals for use in such areas as flame retardant materials.

Our research in new business areas includes air and water filtration for use in high-
technology applications; water soluble binders for industrial applications; metal-
coated fibers for electromagnetic shielding; processing aids for powder molding;’
bioseparations technology for possible use in manufacturing pharmaceuticals from
fermentation and genetic engineering; and electronic chemicals for the semi-
conductor industry.

B SHULTON GROUP
Worldwide sales of the Shulton Group advanced to $608.7 million in 1989,2 2%
increase over the $594.1 million in 1988, led by increased worldwide sales of house-
hold products. However, operating earnings of the Group were $18 million, down
65% from $52 million in the previous year, due to losses related to our Shulton
subsidiary in Brazil and in the United States due to the negative effects of inventory
reductions by retailers, higher promotional spending in response to intense
competition and higher introductory costs associated with new products.

In 1989 the line of Combat brand products registered sales and market share gains
in the United States aided by the successful introduction of Combai insecticide
fogger for roaches and fleas. The fogger uses a water-based formula that offers
significant environmental advantages over competitive solvent-based fogger products.
Worldwide sales of Pine-Sol liquid cleaner set a record in 1989. The leadership
position of the brand in the United States was enhanced by the introduction ofa
new,broad-spectrum disinfectant formulation. In addition, Pine-Sol Spruce-Ups,
convenient multipurpose moist household cléaning wipes, were introduced in the
United States late in the year. We were pleased with initial retailer acceptance of
this new household cleaning product.

In the toiletries area, sales of Old Spice deodorant and antiperspirant products and
Breck shampoo increased in 1989, Sales of the line of Thrive hair care products

for men with thinning hair, which was introduced in 1989, were disappointing and
reflect a lack of consumer demand and minimal category growth.

Our international business recorded sales gains, especially of Combat insecticides,
Pine-Sol liquid cleaner, Insignia men's toiletries and Rapport men's fragrance. During
the year we gained market share in several countries with Insignia, Rapport and
Pine-Sol. We also expanded existing products into several countries, including
Rapportand Pine-Sol spray in Canada and Maxforce insecticide in Italy and Spain,

Our Shulton Research Division is focusing on developing a number of new
products, We plan to test market Tapguard faucet filter, an inexpensive, point of use
water filtration system, in 1990. Also, line extension programs are in progress for
major brands in both toiletries and household products.
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FINANCIAL REVIEW

Operating Results

Cyanamid's consolidated salés in 1989 were $4.83
billion, an incréase of 5% from the $4.59 billion-
in 1988. Sales in 1988 were:10% higher than'the
$4.17 billion in 1987. Net earnings of $292.0. -
million in 1989 were 1% below the $295.6 mil-
lion in 1988, which were 7% above the $275.9

were @m 2 noivm_dm to, ﬁw 16 in’1988 and $2.91
in 1987 Net earnings ; and net mwﬁ:bmm .pér share

.....E qu Ea:ao Emoo E::& ova :on ogd m

noaaoa Stock and Dividends Paid . . .

Reported comparative high wsa Tow Em_,rna prices.on. 5
and dividends paid per share of commion mﬂo% g a:w:n_, for Mom@ 4& 1988 wete

ew. <oin mwoar mxnrwamm no::uoaﬁ chsm

. 1989 v
z!.ronw:nn i
Quarter Loy * paid
L T §45% C § .30 X
Second 51% 53375
Third . '50% 3375
Fourth 48% - 3375
- “—awunu

payment of dividends.

>m of February 15, 1990, the most recent record: awa there weré »o mwm record ro_ana of. mﬁ noEvm.:%w
noi—‘:o:mSnwmancSqﬁoﬂrooozmo_amﬁmam:wzn_& mnﬁﬂ:gw Hmua:_w _5:8 . .

Quarterly Results

Quarterly results for 1989 and 1988 were as follows:

. .AEESEQ.\&NS*«&&»@QEA.SQ::E

1989 .
Net earnings
Net - Gross - . Net pershare of-
Quarter sales profit* earnings : common stock
First ., $1,232.4 $ 6265 - - $ 85.0 N
Second . 1,302.7 . 115
Third . 1,143.0 165
Fourth 1,146.9 LA
Total ... . . $4,825.0

*Gross profit is derived by wzw:mﬂr_m Suai.mnczsw 8& om uw?u m,c:.. az am_nw
**Net earnings and niet ¢armings pef share includes a _uqcsm_o: of nvvax_n_w_a; $240 u:a $. wm Rmvmn:sw:.. R_u_& to En 83?3&

Shulten subsidiary in Brazil AZQS 3 to the Consplidated Financial S
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Quarterly results for 1989 and 1988 (continued)

(Millions of dollars Qwax per share amounts)

Sales o 1989 1988

: . Lo Praxis Praxis
Quarter- ) Unaittasted  Adi , Unadjusted  Adj Restated
First . $1,231.6 $.8 *$1,2324 $1,1485 $ - $1,1485
Second L. 1,2993 34 1,3027 1,2463 1 1.946.4
Third .. ....... 1,140.8 2.2 1,143.0 1,094.1 1 1,094.9
Fourth. ....... 1,145.5 1.4 1,146:9 11031 - 1,103.1
$4,817.2 $7.8 4,825.0 $4,592.0 $ 2 $4,592.2

Gross 1.3:". . . R 1989 1988

N . Praxis Praxis
.O.E:na Unadi d. Adj R d Unadjusted  Adj Restated
First; . . Lo § 6267 $(2) $ 626.5 $ 563.1 $10) $ 5621
Second ., . 659.8 < 22 662.0 6276 . (L0 626.6
Third . 591.9 1.0 592,9 554.1 (5) 553.6
Fourth . 604.8 7 605.5 557.7 (4) 557.3
$2,483.2 $3.7 $2,486:9 $2,302.5 $2.9) $2,299.6

Net Earnings - R 1989 1988

) Praxis Praxis’
Quarter Unadj d Adjust R d’ Unadjusted - Adj! Restated
First . $ 80.0. $ (4.0) $ 85.0 $ 792 $(29) $ 763
Second .. 110.4 3.3) 107.1 995 3.0 96.5
Third | 64.5 3.0 614 64.1 @1 62.0
Fourth , 46.4%%% (1.9) 3854+ 62.8 (2.0) 60.8
$310.3 $(18.3) $202.0 $305.6 $(10.0) $205.6

Net Earnings Per Share . 1989 1988

Praxis Praxis
Quarter Unadjusted** Adjust: R d L j - Adj Restated
o $(.08) $ 91 $ .88 $(.06) $ 82
Second (.08) 115 L1 (08) 103
i 07 65 7 (05) 66
L (.10). Al ki (86 65
$3.45 §(.33) $3.12 $341 $(.25) $3.16

*Gross profit is derived by subtracting manufacturing cost of sales from net sales.
**Baserd on average shares excluding those issued in connection with the Praxis acquisition.

mr::o: EE&EQ in Brazil (Note 3 to the C

**3Net earnings and net'earnings per share includes a v_.c<a_c= of nwv:vx_:_u_n_w $24.0 and u 25, respectively, related to the company’s
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American Cyandmid Comp :&ap idiaries

. . ”Q& illions of &&&a..a&%“ per share amounts)

<mwa n:&& UonnSvB, ,f . 1989 1988 1987
_ Net sales . $4,825.0° $4,592.2 $4,168.7
m%m:mam. ' .
Manufacturing cost of. ww_mm ................ 2,338.1 . 2,2926 - 2,135.0
. Sellingand advertising ... ... S aee 1,266.9 . 1,183.3 1,076.1
Reséarch and vnogwm&@ﬁovani . ; 374.1 323.2
>QE_E$§=§ and general . mm.cvm 266.3
4,322 4,130.3 3,800.6
. Earnings from operdtions . ;. 502.5 4619 368.1.
FSE& royalties and oax.. ncome, :mm . - 95; 85,2 90.7
597.6. 547.1 458.8
::Qoﬂ oxvmsmm P e Em‘q... 107.7 84.8
Earni « ‘of consolidated co panies before faxes B
on income~continuing cvaﬂcoum PR . 448.9 439.4 374.0
Taxes on income AZGS W) oot Seen 186.6, 168.0 - © 1304
Earnings of consolidated companies— ) .
continuing operations, .. ... .. ... a0 262.3 2714 243.6
* Equity in net earnings of associated companies .. . .. . 29,7 (242 20.7
Earnings from continuing operations .. ..., ...... 292,0 295.6 264.3
Discontinued operations (Note 2)— E
Gain on sale (after taxes of $2.8) . ... .. .. e - - ] 11.6
Net earnings . . T . $ 2920 $ 295.6 $ 2759
Per share of common stock (Note 1):
Earnings from continuing operations ... .. ... ... $ 312 $ 316 ‘$ 279
Discontinued operations. . .. ............ e - . 12
Net earnings . e e $ 312 $ 3.16 $ 291

"CONSOLIDATED STATEMENTS OF EARNINGS EMPLOYED IN THE BUSINESS

*(Millions of &&Sﬁ. excepl per share amounts)

 Years ended December 31,

1989 . 1988 1987
Earnings employed-in the business
at beginningofyear.. . ............ ... $1,90L.7 $1,714.7 " $1,707.2
Adjustment for stock mv:n AZOS ) I .... e so= S - (172.8)
Netearnirigs: B N . 292.0 2956 275.9
‘Deduct dividends Om $1. mﬁm pershare in _www
" $L1695 per share i i1 1988-and $1.025 per share ;
S An1987 ...kl R (120.0) (104.3) (93.4)
‘Othier, nét (Note 8).. . . _ e 2.4) 4.3) 22
Earnings- employed in the w:mmsamm . - ]
- atendofyear ... .. $2,071,3 . $1,901.7 $1,714.7

mmn wnno.qavw.i\_:m Notes to Consolidated Financial Statements.

= CONSOLIDATED BALANCE SHEETS

American Cyanamid Company and Subsidiaries
(Millions of dollars)
December 31, 1989 1988
Assets
Current assets
Cashand cashequivalents . . ........... ... ool $ 3264 $ -240.2
Marketable securities and time deposits, at cost .
(approximatesmarket), . .. ... ... L 159.4 3414
Accounts receivable, less allowance for doubtful accounts
of $34.4 in 1989 and $33.1in 1988 . 1,134.8 1,002.6
Inventories (Note5). . ............ 826.0 7271
Total currentassets. . ........... R . 2,446.6 23113
Invesiments and advances
Equity in net assets of and advances to associated companies. . . . . . . 208.4 190.9
Other investmerts and advances . ... ........0................ 152.8 - 1565
Total investments and advances ., ........... P 361.2 3474
Plants, equipment and m-nEmw.m, atcost(Note6) . ................ 3,418.4 3,159.7
Less accumulated depreciation and depletion . ... ........... .. 1,661.4 15715
Net plantinvestment . .. .......... e e 1,757.0 1,588.2
Intangibles resulting from busi acquisitions, .
net of accumulated amortization ... ........ ... .. ... 251.4 260.9
Otherassets . ... ... ... ... ..ttt 155.0 1419
$4,971.2 $4,649.7
Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable and accrued expenses ... ... ... e $1,007.5 $1,053.9
Short-term borrowings, including commercial paper of
$648.2in1989and $490.0in1988. ... ... .. ... ... ... 741.3 551.3
Funded debt installments due withinoneyear . . ............... 19.4 74.7
Incometaxespayable ............ ... .. ... .. .. ... .. ... 174 175
Total current liabilities , . . . ... ... 1,785.6 1,697.4
Funded debt(Note7) ............. 457.7 493.5
Deferred income taxes . . .. cee. 121.5 120.8
Other non-current Labilities . .. .. 285.0 236.1
Stockholders’ equity (Notes 1, 7,and mv
00:55: stock—par value am per share
" Authorized—200,000,000
Issued—102,555,720 ini 1989 and 101, wow 425 in 1988 . 512.8 509.5
Additional paid-in capital .. .. 28,0 -
Earnings employed in the vcm.:mmm 2,071.3 1,901.7
Accumulated translation w&:ﬁém:ﬁ A 42.1) (9.0)
Less treasury stock, at cost. . (248.6) (300.3)
Total stockholders’ equity 2,321.4 2,101.9
. $4,971.2 $4,649.7

Contingent Liabilities and Commitments (Note 9)

See accompanying Notes S,.Oosmc:awa.mn_ Financial Statements,
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CONSOLIDATED STATEMENTS OF CASH FLOWS

id C

A and Subsidiaries

American Cy
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(Millions of dollars)
Years ended December 3], 1989 1988 1987
Cash flows from operating activities
Netearnings ................... J $292.0 $ 2956 $ 2759
Adjustments to reconcile net earnings
to net cash provided by operating activities:
Depreciation, depletion and amortization. .. . . . .. 233.3 223.1 202.0
Equity in undistributed net earnings of
associated companies. . . ...... ... (21.5) (194) (14.6)
Gain from discontinued cvm_ﬁcosm e - - (11.6)
(07175 8 L= SO 19.9 145 (14.0)
Changes in assets and :mv::_am net of effects from
acquisitions/dispositions of businesses:
Accounts receivable . .. ......... B (220.7) (108.2) (55.4)
Inventories ... ... e (125.4) (50.8) (53.8)
Accounts payable and accrued expenses . ... ... (23.9) 73.0 97.0
Other assets and liabilities ................. 22,3 23.9 284
Net cash flows from operating activities .......... 176.0 456.7 453.9
Cash flows provided by (used for) investing activities
Additions to plants, equipment and facilities. . .. .. .. (397.6) (381.5) (289.8)
Acquisitions of businesses, net of cash acquired. . . . .. (6.3) (20.4) (100.9)
Change in equity in net assets of and advances
to associated companies . ......... e 14 (38.1) -
Proceeds from dispositions of businesses. . . .. ... .. 20.1 m..m 785
Additions to investments—principally
marketable secarities .. ........ .. ... (451.1) (2,179.0) (2,142.1)
Reductions to investments—principally
marketable securities .. ... L. .. 636.2 2,204.8 2,094.3
Other,net .. ... e e e 7.6 (4.4) (10.6)
Net cash used for investing activities . . .. ......... (189.7) (409.8) (370.6)
Cash flows provided by (used for) financing activities
Change in short-term borrowings, net . 232.5 208.6 157.0
Funded debt:
AddiiONS ... ... 11.3 89 323
Reductions ........... . (88.2) (67.6) (66.4)
Sale/issuance of common stock 60.6 - 27.2
Purchases of treasury stock 8.4 (41.8) (119.3)
Cash dividends (120.0) (104.3) (934)
Other, net . 26.9 17.5 12.1
Net cash provided by (used for) financing activities. 1147 213 (50.5)
Effect of exchange rate changesoncash ........... (14.8) (6.7) 7.0
Increase in cash and cash equivalents ... ......... 86.2 61.5 39.8
Cash and cash equivalents, beginning of year ... ... 240.2 178.7 1389
Cash and cash equivalents, end of year . . .. .. .. $326.4 $ 2402 $ 1787

See accompanying Notes to Consolidated Financial Statements.

“NOTES TO CONSOLIDATED FINANCIAL m4>._.mzmz._..m.
* American Cyanamid Company and Subsidiaries

(Millions of dollars except per share emounts)

1 Summary of Accounting Policies

Consolidation—The consolidated financial
statements include the accounts.of American
Cyanamid Company and subsidiaries. All signifi-
cant intercompany transactions and balances
have been eliminated, Subsidiaries operating out-
side the United States and Canada.are included
on a fiscal-year basis ending November 30.

The equity method of accounting is used for
investinents in associated companies (20%to:
50% owned). At December 31, 1989, the princi-
pal associated companies are Critérion Catalyst
Company L:P, CYRO.Industries, Lederle (Japan)
Ltd. and TDF Tiofine BV, (all 50% owned).

Currency Translation--For most of the com-
pany’s international operations, all elements of
financial statements are translated into US.
dollars using current exchange rates, with-trans-
lation adjustments accumulated in stockholders'
equity. For other international operations,
certain financial statement.amounts are trans-
lated at historical exchange rates with all other
assets and liabilities translated at year-end
exchange rates, These international operations
are generally in hyperinflationary economies,
principally Latin America. .

Depreciation and Amortization—Depreciation
is provided primarily on a straight-line com-
posite method over the estimated remaining
useful lives of various classes of assets. When
such depreciable assets are sold or othierwise
retired from service, their cost, less amounts
realized on sale or salvage, is charged or
credited to the accumulated depreciation
account. Expenditures for maintenance and
repairs are charged to current operating expenses.
Acquisitions, additions and betterments to
either provide necessary capacity, improve the
efficiency of production units, modernize or
replace older facilifies or install equipmerit for
protection of the environinerit are capitalized.
Intangibles resulting from business acquisitions
are carried at cost and amortized over a period of
up to 40 years unless, in the opinion of manage-
ment, their lives are limited, or they have sus-
tained a permanent diminution in value, in which
case they are amortized over lesser periods.

Cash and Cash Equivalents—Cash equivalents
are considered to be those securities with maturi-
ties of three months or less when purchased.

Inventories—Inventories are carried at the
lower of cost or market. Cost is determined on
the last-in, first-out (LIFO) method for substan-
tially all inventories in the United States with all
other inventories determined on the first-in,
first-out (FIFO) or average methods.

Taxes on Income-Deferred income taxes are
provided to recognize the effect of timing differ-
ences between financial statéement and income
tax accounting.

The company provides taxes on the undis-
tributed earnings of subsidiaries and associated
companies if the remittance of such earnings

is not considered to be indefinitely postponed.
At December 31, 1989, the company has no
_u_dmnE intention of remitting undistributed
earnings of subsidiaries (including those

in PuertoRico) and associated companies
aggregating $1,154.4.

Stock Split—On February 17, 1987, the Board of
Directors-declared a 2-for-1 split of the common
stock which was effected in the form of a 100%
stock dividend on june 12, 1987, to stockholders
of record on May 8, 1987. All per share data
included in the financial statements and notes
Have been adjusted for the stock split. An
amount equal to the $5 per share par value of
the additional common shares was transférred
from additional paid-in capital and earnings
employed in the business to common stock as of
January 1,1987.

Earnings Per muﬁmlmﬁ,c_zm.m per share of
common stock is based on the average number
of shares outstanding during the year, 93,701,115
in 1989, 93,430,628 in 1988 and 94,755,761 in
1987.The stock options and warrants described

. in Note 8 do not result in a material dilution of

earnings per share.

Accounting Changes—The company adopted
the provisions of Statenient of Financial
Accounting Standards No. 87 for all pension
plans in the United States in 1987 and for its
principal foreign plans in 1988. The effect of
these changes was not material to the consoli-
dated financial statements,
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>§§O d Conipany :aar idiaries

N o_mnosﬁ_sc& Oum_dnoa

U:E:m 1987the nciwmi Rmrmma an additional
" net gain associated with the 1985 sale'of the,

Formica Brand Products Group business. The.

mw was ESv:SEm to Em early 8%5?6: om

(Millions of dollars except per share amounts)

* securities by Formica Corporation, the proceeds
_ from which were in excess of thé values 5&»5
En:voa to. EQ. items,

: w >Bc_m_ o:m. D_mvom_mozm. muon_m_ _naam

In Zc<aa&2 Emo the company issued 3,008, .Bm

shares of jts:common stock in exchange for ali: :

the 9 mS:aEm ommon stock of Praxis k

Ing, Praxis develops, manufactiires -
w:m markets Eme purified vaccines forthe *
prevention of infectious diseases. The acquisition
has been accounted for under the pooling of -
interests method dnd, wnno_d_sm_x the company’s
financial stitements and financial data have been
vestated to inélude the atcounts and operations

. of Praxis. Gertain reclassifications have been
tade to Praxis histafical dccourits to nonmona
tothe Gompany's ?d%:S:o:

Net sales.and net ,mw:.E..mm ‘of the company and
Praxis for the periods prior to the acquisition
were as follows:

Nine months Years
‘ended . ended
mwvr 30, Dec. 31,

1389 1988 1987

Netsales.
Previously reported ., $3,671.7  $4,592.0  $4,166.1
Praxis. ... ... ~ 64 2 2.6

_ $3,678.1  $4,592.2  $4,168.7
Earnings from continuing -
operations: .
Previously Rvonma - $263.9 $305.6 $264.0
Praxis. ........... - - (10.4) (10.0) 3

© $253.5 $295.6 $264.3

zﬁ earni a« . :
 Previously avonna $263.9 $3056  $275.6
g (00 -3

mmmm 5 $295.6 . $275.9

In'Décember Emw the 3::&3. discovéred

" that its Shulton;subsidiary in Brazil had made
- tnauthotized borrowings and‘incurred previ-
. ously ::Rvon& lossesiin violation of ésmpany

procedures. >n8a5m€. in the fourth quarter *

- of 1989 the company recorded a provision of -

mvvﬂox_imﬁq ww» or $.25 per -share as a reduc-
tion of earnings.

Alsoi in 1989 the noavwi acquired mm<3.u_
small businesses wnnoznﬁa for as purchases,
and soldits farm service centers in Canada.
These transactions did not have a material effect
either individually or-in the: smw._,mmwﬁ on
operating results.

In 1988 the company mc@::.& Conap, Inc, a
manufacturer of adhésives, sealants and encap-
sulants for the eléctronic, aerospace, defense,
biomedical ahd computer markets. The acqui-
sition was accounited for as a purchase and

did nothave a material effecton operating results,

Additionally, in 1988 Criterion Catalyst
Comipany L.P, a global catalyst joint venture,
was formed with Shell Oil Company and Shell
International Chemical Comparty. Operating
results from this business are now reflected in
equity in net earnjngs of associated companies.

In 1987 the Gompany-acquired several busi-
nesses for approxiniately $100, the most signifi-
cant of which was the assets constituting the
Coburn MBT&S.:& Products business of
Bames:-Hind; Inc,, which primarily manufac-
tures and sells intraoeular lenses. The coinpany

Net omﬂ::mm"vmn m:mnm i@m reduced $.33 in
1989; $.25 in 1988 and $;1¥in 1987 attributable
to’ n_E:o:\mBB shares issyed in-connection
with the acquisition, nosmo:a»zo: of Praxis .

- results'and-orie-time acquisition.costs in 1989
of wvv_dx_iwﬁq &w '

" include a gaifs of $12 from this sale, The éffect

40 -

also acquired two smaller medical telated
businesses. The acquisitions were dccounted for
as purchases and did not have'a material effect
either individually or in the aggregate on
operating results.,

Also in 1987 the 8:6»3 sold _aumnmsa::n

~ Cochran fine fragrance and skin care businesses.
Earnings of consolidated compani¢s befote taxes -

on fricome—continuifig operations for, 1987

of this itermn on eatriings per share from con-
tinuing operations was approximately $.13.

4. Equity in Net Assets of and Advances to Assoclated Companies

The aggregate cost-of investments in associated
companies accounted for under the equity
method of accounting (20% to 50% owned) was
$83.9 and $78.4 at December 31, 1989 and 1988,
respectively, Dividends of $8.2 in 1989, §4.8 in
_oww and $6.1 in 1987 were nmnmzma from these

companies. Summarized financial information
for the company’s investments in and advances
to associated companies for the years ending
December 31, 1989, 1988 and 1987, and as of
December 31, 1989 and 1988 was as follows:

1989 1988 g 1987

Netsales ... .....ooovinsnn PR © o $895.7 $837.5 $592.4
Gross profit . -349.6 . 3272 . 2184
Net earnings . 581 463 389
American Cyanamid Comipany's share of neteamings.. . . ........ $ 29.7 $ 242 §.20.7
1989 1988

Currentassets. . . .. .... e $436.3 $480.9
Noncurrentassets . . . . - . . S 337.1 .269.8
Total assets’. ... ... .. L i e e $778.4 . $750.7
Current Jial $228.7 $236.1
Noncusrent liabilities . 164.1 153.8
380.6 360.8

$773.4 $750.7

$123.2 $105.4

5. Inventories

1989 1988
Finished goods . $4487  $4222
Work in progress . . 244.5 2084
Raw materials and !.vv__nu . 288.5 272.9

981.7 908.5
Less reduction to LIFO cost . . . 155.7 176.4

$ 826.0 $727.1

At December 31, 1989 and 1988, LIFO inven-
tories comprised approximately 55% of con-
solidated inventories. It is not practicable to
determine the major components of inventory
under the dollar value LIFO inventory method.

6. Plants, Equipment and Facilities

1989 1988
g:u including miningland. . $ 670 -3 618
663.1 594.4

Zvn?:niw:n_ equipment 2,401.8 - 2,216.2
Construction in progress .... ~ 286.5 287.3

$3,4184  $3,159.7
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7. Funded Debt

Funded debt, excluding the current portion,

is as follows:
1989 1988 -
Sinking fund debentures
7.875% due 2001.. ... ... $597  $625
8.375% due 2006........ 79.7 - 847
Promissory note
8.75% due 1990 to 1998 . . . 108.5 123.0
Pollution control and
industrial revenue bonds -
68%due2000 ......... 210 210
-6.5% due 2006 .. . 224 224"
8.75% due 2013 . . 180 . . 180
5.5%t0 8.75% due at various ' s
dates through 2020 . . . ... 7n.a7 72.4
Eurosterling notes, .
9.0% due 1991 . 47.1 . 55.5
Sundry obligations . 28.6 34.0
- $457.7 $493.5

o $81L.4.

(M itlions of dollars except per share amounts)

Annual maturitiés of fundéd debt and sinking
‘fund requirements for the four years subsequent
to December: 31, 1990, ate as follows: 1991-$76,7;

1992-$33.4; 1993—327.5, and 1994~$26.9.

"The 8.75% promissory note contains certain

restrictiopis, including limitations on the payment
of dividends. Under the dividend limitation,

“at December 31, 1989, which may be m@ﬁrmn
16 thé vwv.EoE. of cash &San:nm is limited -

8, Stockholders’ Equity

£

Authorized Capital—Authorized capital
includes 10,000,000 shares of preferred stock
with a par value of $1 per share, none of which
is outstanding, and 300,000 shares of which are

Common Stock and Treasury Stock:

reserved for issuance as Series A Junior Partici-
pating Preferred Stock in connection with the
Stockholder Rights Plan described elsewhere in
this note.

Balance at December 81,1989 ........................

Gommon Stock Treasury Stock
Shares Amount Shares Amount
Balance at December 31,1986 ............... .. P 50,659,109 $253.3 3,118,498 (184.1)
Adjustment for 2-for-] stock split(Note 1) . 50,659,109 wmw..w 3,118,498 -
Purchased . . . . . - - - 2,745419 (119.3)
Issued in a sale to the _u:c__n .. 528,534 2.6 - -
Issued pursuant to stock option plans. . . ........ 22,357 2 (689,211} . 205
Issued pursuant to incentive compensation plan e - - (7423) 3
Warrants exercised ... o0l 5,995 - - -
Balance at December 31, 1987. 101,870,104 509.4 8,385,781 (282.6)
Cancelled . (47,886} 2) - -
Purchased . - - 870,715 - (“18)
Issued pursuant to stock ov:o: v_n:m 51,432 .2 (544,051) 210
Issued p wi comp e - - (80,691) .81
§E:a exercised ........ Ve . 29,775 1 - -
Balance at December 31, 1988 : e 101,903,425 5095 8,631,754 " (300.8)
Purchased................ . e - - 163,000 (84}
Issued in a sale to the v:EE . . NN - - (1,250,000) 39.5
Issued pursuant to stock option _u_m:m, PR TP 452,978 2.3 (488,820) 19.7
Issued puirsuant to incentive compensation plan .. ... ... - - (21,805) 9
‘Warrants exercised . ..... FS e 199317 1.0 - -
'102,555,720 $512.8 7,034,129 $(248.6)

In 1985 the company arinounced its intention to
purchase eight to ten million shares (on a post-
split basis) of its outstanding common stock.

In connection with the Praxis acquisition, this.
program has been suspended and in October
1989, 1,250,000 common shares previously

acquired by the company were sold in-a public
offering, The company is repurchasing treasury
shares over a period of time to fulfill its‘obliga-
tions under its stock option plans, Common
stock excludes 194,208 issued shares held by a
subsidiary (adjusted for 2-for-1 stock split).

- the atmount of earnings. employed.inthe v:ﬂ:»mm .

Stock Options and Warrants—Under the
company’s stock option plans, key employees
may be granted ten-year options to purchase
common stock at not less than 100% of market
value on the date of grant. At December 31, 1989,
6,034,698 shares were reserved for stock options
outstanding or available to be granted. The
majority of options are exercisable in cumulative
instaliments of one-third of the number of
shares commencing one year after date of grant
and annually thereafter.

For options and warrants exercised prior to the:
public offering in 1989, and during 1988 and
1987, the difference between the proceeds and
cost of treasury stock or par value of the compa-
ny’s common stock was recorded in earnings
employed in the business, net of related tax
benefits of $2.0 in 1989, $3.0 in 1988 and $1.3 in
1987. Differences arising subsequent to the pub-
lic offering in 1989 were recorded in additional
paid-in capital.

Selected stock option and warrant data (adjusted for 2-for-1 stock split), are as follows:

Options exercised during year:

Numberofshares............. s
Option pricepershare . ........... FE

Options outstanding at December 3%:
Number of shares. . . . .
Option price pershare ,

Options exercisable at December 31

Warrants exercised during year:

Numberofshares. ...................... e
Warrant price pershare .......... P N

Wairants outstanding at December 31
Number of shares . . . .. .
Warrant price per share .

Warrants exercisable at December 31

1989 1988 1987
1,012,892 758,686 675371
$9.70-49.25 $6.93-46.25 $6.93-34,75
3,880,626 3,967,621 3,465,513
$6.93-52.50 $6.93-51.72 §6.93-53.56
2,131,396 1,867,443 1,769,290
199,317 29,775 5,995
$6.93-19.50 $6.93 $6.93
- 199,317 229,092
- $6.93-19.50 $6.93-81.27
- 63,967 229,092

Additional Paid-in Capital—Changes in 1989
are attributable to the issuance of shares in a
public offering, and for stock options and war-
rants exercised subsequent to the public offering
net of related tax benefits of $.8, The elimina-

tion of paid-in capital in 1987 was attributable
to the issuance of shares for the stock split.

Accumulated Translation Adjustment—
Changes in the accumulated translation adjust-
ment are as follows:

1989 1988 1987

By category: .

Translation adjustments . . .. .. . $33.1 $ (94) $(70.6)

Hedge transactions and other; net . . - - (.2)
Increase (decrease) in acc d Jati dj ce $33.1 $ (94) $(70.8)
By geographic area:

Western Hemisphere . $(3.5) $(11.0) $ 37

Eastern Hemispherve. ..., ...... 36.6 1.6 (67.1)
Increase (decrease) in $33.1 $ (94) $(70.8)

Stockholder Rights Plan—In March 1986 the
company’s Board of Directors declared a distri-
bution of one-half of a Right (as adjusted for a
2-for-1 stock split in 1987) for each outstanding
share of Common Stock, The Rights are currently
attached to the certificates representing Com-
mon Stock and will not be transferable apart
from shares of Common Stock until a distribu-
tion of the Rights (a “Distribution”) occurs. A
Distribution will occur on the earlier of (i) ten
days following the date of public announcement
that any person, entity or group has acquired
20% or more of the outstanding shares of Com-

mon Stock or (i) ten days following commence-
ment of a tender offer for 30% or more of the
outstanding shares of Common Stock.

Prior to a Distribution, each full Right entitles
the registered holder to purchase one two-
hundredth of a share of Series A Junior
Participating Preferred Stock at a price of $200,
subject to adjustment, After a Distribution

has occurred, if, upon a merger in which the
company is the surviving corporation, any
person acquires 50% of the outstanding shares

continued
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American Gy id Company and Subsidiaries

(Millions of dollars except per share amounts)

of Common Stack, or certain other events )
occur when there is a 20% holder of Common
Stock, each holder of a full Right (other than
Rights held by an acquiring person) will have
. theright to receive on exercise four shares of

. Common Stock at a price equal to 25% of the
market price of the Common Stock. Upon the
acquisition of the company or more than 50%
of its assets, the holder of a full Right will have -
the right to receive upon exercise common
stock of the wB:E:m party having 4 value of

" two.times the exercise price of the Right. The

Rights are redéemable ata price of $.02 per _
Right prior to the thirtieth day following an -
‘acquisition by any péerson or group 0f20% of
the outstanding shares.of Common-Stock and

. will'expire in"March 1996, This Qmmn:vnon of
the Plan is a:m:mwa and governed by the terms
“and conditions of the Rights Agreement, as
amended-in 1986 and as further amended‘in
1987 (to-account for the 2:for-1 msnw é:c by
.the Boardiof U:ona.

9. Contingent Liabilities and no._.:?:im_._ﬁ

Rental owizmm under property and equipment -
leases was $61.6 in 1989, $57.2'in 1988 and $50.3
in 1987, Estimated future minimum rental
expenses under property and equipment leases
that have initial or remaining nornicancellable
lease terms in excess of one year-as of Decembér
31, 1989, are: 1990—-$25 4; 1991-$16.1; 1992~
$8.9; 1993—$5.5;1994—83.2; later years—$§14.4 in
the aggregate, In general, the company accounts
for leases as operating leases, which in all material
respects complies with Statement of Financial
Accounting Standards No. 13.

The company and its subsidiaries are parties to
numerous suits and clairhs arising out of the
conduct of business, many of which involve very
large damage claims including claims for puni-
tive damages. Included among such suits are
approximately 108 involving personal injury or
death occurring in connection with administra-
tion of the company’s DTP (diphtheria-tetanus-
pertussis) and oral polio vaccines. Also included
are approximately 186 suits involving staining of
teeth by the administration of tetracycline anti-

¢

gocnm to young n?ES: in the 1960s: rm

. -company has received notices of claims by large
numbers of farmers in the Midwestin respect of
damage to the 1989 corn:crop allégedly tesulting
from. wvv:nm:oz of its u,n%§ herbicide to'soy-
bean crops in the previous year. Similar claims
were received in respect of the 1988 corn crop
aithough from mﬁcmﬁnsw_:\ fewer claimants.
Most of the ¢laims havé been séttled; of those

“which remain‘pénding, several are thé subject

of litigation. The company is currently a:party
to, or otherwise involved in, legal-proceedings
directed at cleanup of 59 Superfund sites.

No estimate can be given of the company’s
wmmnmwmﬁm liabilities with respect to these sites.
In the opinion of management, the ultimate
liability resulting from all pending suits and
claims (after taking into account the limited in-
surance coverage applicable to the events giving
rise to such pending suits and claims) will not
have a material adverse effect upon the con-’
solidated financial position of thé company and
its subsidiaries.

10. Taxes on Income

Taxes on incomé are based on earnings of
consolidated companies before taxes on income
~continuing operations as follows:

. 1989 1988 1987
Domestic-, ../ ..... $188.0 $147.1 $140.2
Foreign ........ .. 260.9 292.3 2338

$448.9 $439.4 $374.0

The components of the provision are:’

1989 1088 1987
Current; o N
Federal ....;... $ 789 $ 272 $ 137
Foreign ........ . 958 1140 105.1
Other ..... 7.2 14.5 133
1819 1557 132.1
Deferred: :
Federal .. .. .. . . X 5.1 (6.3)
moﬁ.m: and on-ma 31 - 12 4.6
4.7 128 - (LT

Totalaxesonincome. - $186:6  $1680  $1304

Domestic and foreign earnings of consolidated
companies before taxes on.income—continuing
operations include all income derived from
continuing operations in the respective US. and
.foreign geographic areas, whereas provisions for
taxes on income include all income taxes pay-
able to US,, foreign and other governments as
applicable, regardless of the situs in which the
taxable income is generated. )

One of the principal components of deferved
tax provisions in 1989, 1988 and 1987 relates to
estimated litigation costs not currently deduct-
ible for tax purposes.

The principal components of deferred tax pro-
visions, other than estimated litigation costs, are
the excess of tax over book expenses for
employee benefits (1988—$§14.1, 1987-$4.3 and
the éxcess of tax over.book depreciation (1989—
$12.5,1988-$9.5, 1987—$3.6).

_ A reconciliation between the company's effective tax rate and the US. federal income tax rate for

continuing operations is as follows:

1989 1988 . 1987
mm%a: income taxrate . ...... e 34.0% 34.0% 40.0%
Income subject to other than the ?%E_ income taxrate ...... ... 1.3 39 2.2)
" Net operating losses for which no tax benefit is currently available* . . 3.1 8 -
Othernet........... TR 3.2 5 (2.9)
Effective taxrate ... ........ R IR PR - 41.6% 38.2% 34.9%

*Primarily op

g losses of the s Shulton

y in Brazil and p

g p g losses of Praxis.

11, Other Financial Information

Inclided in accounts payable and accrued
expenses at December 31,1989, and 1988,
respectively, are trade payables of $364.8 and
$359.3, pénsions and other employee benefits
of $86.4 and $86.2, checks outstanding in
excess of certain domestic cash balances of
$38.4 and $44.0 and other accrued expenses of
$517.9 and $564.4,

At December 31, 1989, the company had $560.0
of domestic short-term lines of credit available.

Maintenance and repairs were $158.6 in 1989,
$149.5 in 1988 and $142.3 in 1987. Taxes other
than income and payroll taxes were $72.7 in

1989, $66.8 in 1988 and $61.2 in 1987. Advertis-
ing was $428.7 in 1989, $397.4 in 1988 and
$378.9 in 1987 Foreign exchange losses were
$29.9in 1989, $13.5 in 1988 and $9.2 in 1987.

Cash payments during the years ended Decem-
ber 31,1989, 1988 and 1987 included interest
(net of amounts capitalized) of $140.9, $92.2 and
$775 and income taxes of $166.1, $151.8 and
$112.3, respectively.

Included in consolidated earnings employed in
the business at December 31, 1989 and 1988, are

" undistributed earnings of non-U.S. subsidiaries

of $691.9 and $627.2, respectively.

- 12, Retirement Plans and Postretirement Benefits

The company and its subsidiaries have various
pension plans covering substantially all employ-
ees in the United States and Canada and certain
employees in foreign countries. Plans covering
most employees provide benefits based on
years of service and the employees final average
compensation, The company generally makes
contributions to the plans at least equal to

the amounts accrued for pension expense to
the extent such contributions are currently

deducted for tax purposes or as required by
local employee benefit and tax laws.

The company adopted the provisions of State-
ment of Financial Accounting Standards (FAS)
No. 87 for all pension plans in the United States
in 1987 and for its principal foreign plans in 1988,
The effect of these changes was not material to
the consolidated financial statements.

continued
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o «E&%«: ‘of dollars nﬁma ‘per.shiaré. amounts)

The combined FAS Zo 87 vn:mmo: expense for 1989, Bmm andfor C::aa States. Ewnm in meq EO_EKQ

the following components:

1988

Service cost-benefits earned during the vﬁ._on
Interest cost on piojected benefit obli mm:o:

Actual retum on assets . .
Netamortization and mam_.s_ .

Net perision expetise - . . . . e Vel ..

The following table sets-forth the combined
funded status of US. plans at November 30,
1989 and 1988, and foreign-plans at September,
30, 1989 and 1988, and the amounts recognized’

in the company’s.consolidated balance shéets at
Decernber 31, 1989°and 1988. This table excludes’

accrued pension.cost for foreign unfunded

plans of $27.8 in 1989 and $24.7 in 1988 and the. -

related projected benefit obligations of $86.8 in

1989 and am» 2in 1988.
. 1989 1988
Actuarial present value of benefit
" obligations: .
Vested benefit obligation .... $1,023.8 § 046.0.

Accumuiated benefit )
obligation ............... 31,0487 $ 9825

Projected benefit obligation ..  $L,175.5  $1,100.8
Plan assets at fair value, primarily

listed stocks and US, bonds . . 1,240.7 1.0896.7
Projected benefit obligation

{under)/over plan assets . . ... (65,2} 13,1
Unrecognized net gain (loss) . . . . 17.5 (70.8)
Unrecognized prior service cost . . (23.3) (21.6)
Unrecognized transition asset . . . 63.1 73.7

{Prepaid) accrued pension cost
recognized on balancesheet.. § (7.9) § (56)

ww.w\s

* w&.m mﬁ

908
.‘H,oS_ vonm_oz ax._uo:mn Was @ww lin qu

In addjtion to‘pension Uosam:w oEEo,\mmm B@
become eligible for postretirement health care

“and life insurance benefits. Thé expense-of such
benefits is recognized as the related costs aré
‘paid and amounted to $27.5 in Em@k $24.8in
1988 and $20.0 in 1987.

13. Operations by Business Groups and Geographic Areas

The following commentary relates to the tables
appearing on pages 47 and 48.

The company and its subsidiaries are engaged
primarily in the manufacture and'sale of a
highly divergified line of medical; agricul-’
tural, chemical and consumier E,om:nm
(Shulton O..ocvv

Salés, at-cost, between business mnocvm were
immaterial, Intergeographic sales are made at |
prices which provide reasonable and &%Bv:,
ate returns based vipon.the respective proper-
ties employed and businesses'conducted, and
applicable eliminations Have been applied to ;
the Ea_.mmomgv:a transactions.

46

Jintere Haxtanwﬁ inv

Operating’ mmEEWm nozman ofitotal net sales less -

~operating expenses. In- compiting operating
- earnings, none of the followingiténis has been:

eneral corpoTdte experises, .
no:..m“ equity in,
ings of associated companiés and takes
on incoime. Opeiating earnings'of the'Shulton
Group in 1987 iniclude a gainof $12.0 from the
sal€ of the compar w&unn:m_:ﬁ Cochran fine

_fragrance and skin care; Ucu_zammmm

Identifiable assets are n..omm assets used in :..n .
company’s operitio n»n_,_ business group or.
geographicarea. 096038 assets are primarily
nvm: Bw_,_ﬁszm securities’ m:n_ n.u:m:.:nso:
Edmaum

BUSINESS GROUPS

1989 1988 - 1987
Net sales :
Medical ... ... .ot $1,975.5 $1,831.0 $1,640.7
Agricultural 1,100,8 1,065.5 918.7
Chenmicals . A 1,140.0 1,101.6 1,041.5
Shulton...................... 608.7 594.1 5678
$4,825.0 $4,502.2 $4,168.7
Operating earnings . )
Medical . . ...oviit i s $ 3255 $ 2722 $ 2135
Agricuitural . 187.8 166.7 L1240
Chemicals . 417 474 68.2
Shulton . 18.0 52.0 57.5
579.0 538.3 463.9
General corporate expenses . ............ (55.1) (52.7) (57.7)
Interest expense, net of investment income (75.0) (46.2) (32.2)
Earnings of consolidated companies before ) .
taxes on income—continuing operations . . . ... .. $ 448.9 $ 4394 $ .374.0
Equity in net earnings of associated companies
Medical . .. ..o $ 70 $ 38 $ 30
Agricultural . ......... .. ixre s cann e 8 15 5
Chemicals . ........covvn i 21.9 18.9 172
$ 297 $ 242 § 207
Ydentifiable assets
Medical . . ... $1,493.5 $1,347.2 $1,304.5
Agricultural . 1,011.3 786.0 701.2
Chemicals ... .o 767.4 732.7 685.9
Shulton . ... ..o 253.8 237.9 2172
3,526.0 3,103.8 2,908.8
Equity in net assets of and advances to
associated companies
Medical .. oo i 36.6 38.1 275
Agricultural . e 4.6 7.6 44
Chemicals .......... ... ...t 167.2 1452 80.0
208.4 190.9 1118
Corporate assets - . ... .......... i 1,236.8 1,355.0 1,178.3
Total ASSELS . ..\t .. $4,971.2 $4,649.7 $4,194.0
Depreciation, depletion and amortization
Medical .. ... $ 806 $ 805 $ 660
Agricultural . 52,9 46.7 452
Chemicals . 80.6 76.3 722
Shulton .. ..o ot e 9.2 8.6 84
COTPOTALE « . v v ottt vt 16.0 11.0 10.2
$ 233.3 $ 2231 $ 2020
Capital additions
Medical . . ... $ 169.1 $ 1378 § 1245
Agricultural . . i01.4 99.5 47.0
Chemicals .. .......coovvn i e 102.2 1204 97.3
Shulton . .. ........... 16.9 19.3 154
Corporate 8.0 45 5.6
. $ 3976 $ 3815 $ 289.8
47




GEOGRAPHIC AREAS

4

1989° L1988 .- 1987
. Net mw_am to ==w3_58n_ customers L E .
United States . . . ........... i o0 $2,9644 @m mfﬁ 3 $2,620.8
Other Western Hemisphére . 537.3 438.3
Eastern Hemisphere. . ..., ... 1,323.3. :1,114.6

. T $4,325.0, 31687

Intergeographic m&mm. . .

: Cuwoawﬁﬁm_..ﬁ.... ........... ._w qum, '$ m:#
Other. Western Hemisphere . T 816 855
Eastern Im::%rnnn ; B8 A - St BLL
E.S.a»:onm . .(422.2). s Awwm.ov

MANAGEMENT STATEMENT

Your managemerit has prepared and is responsible for the accompanying consolidated financial
statements. These statements have been prepared in conformity with generally accepted accounting
principles appropriate in the circumstances and necessarily include some amounts based on
managements estimates and judgments. All financial information in this annual report is consistent
with that in the consolidated financial statements.

The company maintains a system of internal accounting controls designed to provide reasonable
assurance that assets are safeguarded from loss or unauthorized use, transactions are executed in
accordance with managements authorization, and that accounting records may be relied upon for the
preparation of financial statements. The concept of reasonable assurance is based upon the premise
that the costs of controls should not exceed the benefits derived from them. The system is monitored
by a corporate staff of traveling internal auditors.

FNZG Peat Maiwick, independentauditors, are retained to audit the company’s consolidated financial
statements, Their accompariying réport is based an-an audit conducted in accordance with generally

Total assets . .

$46497 - . $4,1940

”O,vnanmm.os.wiwﬁ ¢ . : accepted auditing standards, including a review of internal accounting controls and tests of accountin;
United States - - $ 2653 $:2159 s ) vanmmca..m and nmnno.am. e ¢ s
Other Western :25.%:2» - X S se © 746
Fastern Hemisphere: AP 2487 ¢ 22492 . 7 2025 The Audit Committee cm the Board of U_«mnﬁoa_ composed solely of nonmanagement directors,

A - B9 T 5383 - 4639 meets: v_m:oa_nw:v.i:r Emm.wmnm_:m:n prm M.Enq:&_mca:oa and the Ewmﬁmsmgn%a:_oa M_o RSmSQ
P = - internal accounting coritrol, auditing and financial reporting matters. Both the internal auditors an
Om:mn»_ oo..m.o_.unm mxmnuumm ........... R (-5 N (52.7) «(87.7) .+ d . ’ . N X .
" Interest expense, & fet om.=<ou:=wu:=oo=.o ST sy 462) . - . (322) Hrw independent auditors have full and free access to the Audit Committee.

Earnings of consolidated companies béfore . ) L : P . -
taxes on incoine—continuing operations . -$ 4489 $ 4394 i $ 810

Equity in net earnings of associated no_.sva_.:an o . ”

United States . . . ... $ 89 $ 22 $ 75 Y
Other Western InS&w:mE A 8 6 INDEPENDENT >CU_HO_wM vﬂmvomﬁ.
FEastern Hemisphere .. .... 20,1 212 . 126 ]

O KBABlpost Manwick

‘Identifiable assets : : ) The Board of Directors and Stockholders
United Statés . . $2,301.1 $1,986.8 . $1,853.8 American Cyanamid Company:

Other Western Hemisphere . 355.9 318.0 283.3 ] )
Eastern Hemisphere ....................... 869.0 799.0 iy We have audited the accompanying consolidated balance sheets of American Cyanamid Company and
: 3.526.0 31038 - 9.908.8 subsidiaries as of December 31, 1989 and 1988, and the related consolidated statements of earnings,
e - earnings employed in the business, and cash flows for each of the years in the three-year period

Equity in net assets Om. and advances to ended December 31, 1989. These consolidated financial statements are the responsibility of the

associated companies : : company's management. Our responsibility is to express an opinion on these consolidated financial

‘Unjted States .. ... P 120.3 . 1073 53.1 statements based on our audits.

Other Western Hemisphere .. .......... Ve 2.3 ) 7

..m,.mm~03 Im::mvraa Lol . 85.8 .799 - . 5861 We conducted our audits in accordance with generally accepted auditing standards. Those standards

- T 3084 1909 1119 require that we plan and perform the audit to obtain reasonable assurance about whether the

—— - - - - - —— = L1733 financial statentents are free of material misstatement. An audit includes examining, on a test basis,

hoaonnvﬁ assets ... ... ..., e e 1,236.8 13550 - ° R A evidence supperting the amounts and disclosures in the financial statements. An audit also includes
$4,971.2 assessing the accounting principles used and significant estimates made by management, as well as

evaluating.the overall financial statement presentation. We believe that our audits provide a
reasoniable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of American Cyanamid Company and subsidiaries at December 31, 1989
and 1988, and the results of their operations and their cash flows for each of the years in the three-year
period ended December 31, 1989, in conformity with generally accepted accounting principles.

KPMG PEAT MARWICK

Short Hills, NJ
February 6, 1990
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FIVE-YEAR SUMMARY
(Miltions of dollars except per share amounts)
Earnings 1989 1988 © 1987 - 1986 1985
Netsales ... ... P '$4,825 $4,592 '$4,169 .$3,823 $3,542
Zwénma”:::m cost ofsales ... 2,338 2,293 2,136 2,089 2,087
" Reseaich and process development } B o o
EXPEnSE ... ... i 407 374 323 - 284 - . 254
Selling, advertising and o Lo P 8
administrative expenses. . . ... ... 1,577 1,462 - 1,348 1,182
Intetest, royalties and other o . . 3
income; net. 95 85 90 ‘97
Fﬂﬁdm:x_umsum : 149 - 108 85 .86
Taxes on income, 187 ' 168 130 -89
mﬂiimwcm corisélidated non._vwEmm o ST N Co
—continuing operations ... .. 262 272 943 . 190
Equity in rietearnings of ».wwoem:& N : i o
companies ... i... ... c.0 .30 24 .21 15.:
U_mnossnzma operations | - - 12 =
Net eafnings .. .. ..... 292 296 276 205 .
Per share of common stock: . o
Earnings from 8.:::::@ o .
operations 3.12 3.16 2.15-
Discontinued ovoﬂaonm - - -
Netearnings . ......i. .. ..., 3.12 3.16 2.15
Dividends'. . ... ... Cieeveeesoe 18128 11625 95
Average number of shares of ’
common stock outstanding
(used in calculating earnings
pershare) ...... e . 93.7 934 94.8 95.6 99.1°
Other Data . .
Additions to plants, mn_iv.anu.
and facilities . . . $ 398 $ 381 $ 290 $ 267 -$ 204
Gurrent assets e e . 2,447 2,311 2,180 1914 1,969
Current liabilities ,.............. 1,786 1,697 1411 1,129 999
Working capital . ... ........... . 661 614 769 785 970
Plants, equipment and fac 3,418 3,160 2,919 2,682 2,547
Net depreciated cost . 1,757 1,588 1418 1,273 1,128
Totalassets ......... 4,971 4,650 4,194 3,695 3415
Fundeddebt................... 458 - 493 573 " 586 B
“Stockholders equity .. ... ........ 2,391 2,102 1,993 1743 . 1647
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DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Financial Condition

Liquidity of a company may be measured by its
liquid asset position, its ability to generate funds
from operations and its ability to arrange external
financing,

AtDecember 31, 1989, the company had avail-
able for its operations over $480 million in cash
and cash equivalents, marketable securities and
time deposits. This source of liquidity, combined
with other assets, convertible to cash over a rela-
tively short period of time, provides the company
with the'capability to satisfy normal cash require-
ments from its own resources. The ratio of
Currerit assets to current liabilities is 137 to 1.

Net cash flows from operating activities in 1989
totaled about $176 million. This amount, com-
bined with existing cash and cash equivalents,

. provided the company with adequate resources

for capital expenditures, dividend payments to
shareholders and other cash requirements.

In'addition to the cash flows from operating
activities and liquid assets discussed above, the
company has $660 million in unutilized lines
of eredit in the United States. These lines are
available to satisfy cash requirements, should
such a need arise, or to support commercial
paper borrowings, and are supplemented by a
variety of other credit facilities maintained by
foreign subsidiaries.

The company maintained a relatively consistent
level of debt financing. At December 31, 1989,
aggregate debt financing was §1.2 billion, equal
to 34.4% of total debt and equity and was com-
prised of short-term borrowings of about $741
million and funded debt, including the portion
due within one year, of $477 million.

The company believes it is capable of raising

substantial amounts of short-term and long-term .

debt in the United States and other financial’
mirkets, if necessary. Based on projected internal
cash generation, current levels of liquid assets
and the credit capacity to support additional
financing, the company expects to continue to be
able to competitively finance operating cash
requirements and planned capital expenditures
for 1990, including the amount already com-
mitted at December 31, 1989, of about $56
million. All planned capital expenditures are
intended either to provide necessary capacity, to
improve the efficiency of production units, to
modernize or replace older facilities, or to install
equipment for protection of the environment.

Reflecting industry trends generally, as well as
the effects of our vaccine liability litigation, the
company’s liability insurance coverage (particu-
larly product and environmental liability) has
.in the past several years been subject to sub-
stantially higher deductibles, lower overall limits
and more restrictive coverage than had been
historically available. In addition, such insurance
is now available only on a “claims made” rather
than “occurrence” basis, which means that the
claim must be made, rather than the event
giving rise to the liability occurring, within the
policy period. Deductible amounts are such that
the company must regard itself, for practical
purposes, as “self-insured” with respect to most
events the date of occurrence of which is after
June 30, 1986, and accordingly; must provide
appropriate accruals for such matters. Limits on
coverage in excess of such deductibles also
increase exposure to catastrophic events,

On February 22, 1990, the company announced
the engagement of an investment banker to
explore alternatives for its consumer products
business including divestiture or joint venture
of the Shuiton Group.

The company considers its December 31, 1989,
financial condition and anticipated 1990 opera-
ting results to be of the most significance in
assessing its liquidity. Importance also can be
attached to prior years' data which evidence an
ability to maintain liquidity over a period of
time, Data for 1988 and 1987 corresponding to
the 1989 data discussed above are readily
obtainable from the consolidated financial infor-
mation included in this annual report.




w» a o* Ov@_.un_oa

Net mw_om in 1984 weré a m g=_o=. up m& waoa

$4.59'billion in 1088. Earnings from. continuing
" .operations and net.earnings in 1989 were $292.0 *
miillion or $312 per.share; down 1% from @mcm 6°
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duced performarice of the Group in the United
Statés. The company’s international businessés
reflected increased sales, amwv:m the weaken:
ing of foreign currencies 85@»3& to En

US. dollar.

Net sales in Emm were u» 59 9:5: up 5&
from $4.17 billion in 1987 Earnings from con-
tinuing operations in 1988 were §295.6 million
or $3.16 per share; up 12% from $264.3 or $2.79
per share in 1987, Net earnings in 1988 were -

- also $295.6 million.or $3.16 per share, up 7%
from $275.9 million or $2.91 per share in 1987,
See Note 2 to the Consolidated Financial State-
ments for information S_R_:m to m_mnoszusnm

‘ovnﬂzo:?

Earnings from continuing operations increased
‘substantially in 1988, The:i improvement sum
attribuitable to.increased sales ahd operating

results of thé Medical and Agricultural Groups: .

- .offsetbya decline in; .operating resultsiof our:
Chemical§ Group. Shulton OBcv dles and
,o_uoaznm u.nmia oxn_ca_zm e1987 mu:. WOE
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“the mam of G&wﬁc&_nn Oon_.:wn m:w fra-
grance and skin ¢are ?a:xumnm of $12.0 miltion,
Snaummm as, noEv»aa to'the, m:.oSocm year. -

‘Group was “unable to,offset ?m:ﬂ. manufactur-
:.m,n%s ith increased: v:nmm Other factors”.
nsm mﬁ oeivwa ?déa ammz_ﬁ

“currericies ncauﬁaa 8 the US, ao:E. and
_:nqmmumm sales've _E.:a i overseds markets.

onumn&.ﬁn oansca to _:Qmumm each year as
part of the company’ commiitrient to provide

‘new products and Snr:o_cm_mm in mﬂosE areas.

a

ign excl losses ie nﬁ:.:mm by
emo 9 million in 1989, $13.5'million in 1988
and $9.2 million in 1987. The losses were
-generated primarily by operations in hyper-
inflationary economies, principally Latin

- America, In"addition, translation of global sub-

sidiary earnings statements at reduced foreign

- currency exchange rates resulting from the

strengthening US, dollar had a further adverse
effect on consolidated revenues and earnings in
'1989. Translation of such earnings statements
at higher foreign currency exchange ratés in
1988 and 1987.versus previous years.had a
favorable effect on noswo_awﬁa revenues and
am:::m« in sugh-years. *
.H—-n impact ofiriflation on the'd company.is
83&9,3 in mEmBE as.the rate % Em»co:
“has déclined in recent’ ﬁma. S

41, m&.: an‘incréase from 88.2% in 1988 which
increased &.9.: $4.9% in 1987 Taxes-on income
are %un&m@& mEarm in Note10 to the Consoli-
n_mnaa mfsu.:n_w_ mSSBm:R

a Umongdﬂ. Emo ‘the m;:msn_w_ Accounting
atement No. 108, -
“Accodriting for ?85 es—Deferral of the
Effectivé Date of FASB Statement No, 967 which
délays the effective date of FAS No, 96 to years

. beginning after December 15, 1991. Accordingly,

“atthe:present time, the company intends to
“defér adoption of FAS No. 96 until January 1,
Ewm O: a v:w:_:—:wi basis, if income tax

rates remain at the current level, and subjéct to
resolution of pending implementation issues
before the FASB, it is estimated that the adop-
tion of FAS No. 96 will have an immaterial

effect on both the consolidated results of opera-
tions and financial position of the company and
its subsidiaries,

Business m:...:m.% sales and operating earnings,

&o:m with certain other financial data are set
forth in Note 13 to the Consolidated Financial
mﬁﬁ:..m:ﬂ and are discussed below.

Medical Onozv sales increaséd and operating.
earnings were significantly higher as compared
to 1988, The results reflect increased sales of

Lederles pharmaceuticals, especially antibiotics;

biologicals; consumer health products and
medical devices in.both domestic and interna-
tional markets. Sales in the antibiotic area were
led by Suprax cefixime, which was launched

in United States markets during the year, and
Minocin minocycline, which performed well in
both domestic and international markets. Sales
of the anticancer agent Novantrone mitoxan-
trone increased as compared to the previous
year. Consumer health product sales increases
were led by Centrum multivitamins, which set

a new sales record. The Medical Device business
also contributed to the improved results with
increased sales of Davis + Geck wound closure
products, Storz ophthalmic products and
Acufex orthopaedic devices. In November 1989,
we acquired Praxis Biologics, Inc. and formed a
new operating unit, Lederle-Praxis Biologicals,
to coordinate the vaccines and biologicals
businesses of Lederle and Praxis.

In 1988 sales and operating earnings increased
substantially reflecting strong performances in
both domestic and intérnational markets. The
increases were due to significantly higher sales
of Lederle’s antibiotics; anticancer agents, surgi-
cal sutures and medical devices. In antibiotics,
global sales of Minocin minocycline and inter-
national sales of Pipracil piperacillin increased.
Sales of the anticancer agents, Novanirone
mitoxantrone and Methotrexate, were higher
than the previous year. The medical device busi-
ness contributed to the improved performance
with increased sales by Storz Instrument Com-
pany, Acufex Microsurgical, Inc. and Davis +
Geck, the Group’s sutures business. Lederle’s
standard product sales were about even with the
previous year while sales of consumer health

products, benefiting frot a new Centrum multi-
vitamin formulation, increased in 1988: During
the year, marketing responsibility for Lederle
US. consumer health products was reassigned
to the Shulton Group to take advantage of the
synergy between the Lederle and Shulton con-
sumeér markets. However, the worldwide health
products business continues to be reported
within the Medical Group. Effective as of .
January 1, 1988, the company reduced, by 50%,
the amount of its product liability surcharge on
sales of DTP vaccine and added the required per
dose excise tax to the price of DTP vaccines,

Agricultural Group sales and operating earn-
ings increased in 1989 reflecting strong per-
formances by the imidazolinone product line in
both domestic and international markets. Dur-
ing the year we introduced Pursuit herbicide in
the United States. Pursuit is used for weed con-
trol in soybéans and other leguminous crops
primarily in the mid to northern United States.
Scepter herbicide now is marketed in the United
States for weed control in soybeans primarily

in the mid to southern regions. Combined
worldwide sales of the two products were higher
for the year than saleés of Scepter alone in 1988,
Sales of the imidazolinones Assert and Arsenal
herbicides also increased in 1989, Other crop
protection chemicals which contributed to the
performance were Prow! herbicide and Counter
insecticide. In the animal nutrition and health
area, (ygro coccidiostat sales increased.

In 1988 sales and operating earnings were
significantly higher than in the previous year.
The results reflected higher sales of crop pro-
tection chemicals in both domestic and inter-
national markets. The entire imidazolinone
product line including Assert, Scepter and
Squadron herbicides, achieved substantial sales
increases. Sales of animal nutrition and health
products increased, reflecting improved per-
formances by Avotan growth promoter and.
Aureomycin chlortetracycline feed supplements.
Vegetative and pest control chemicals sales also
increased in 1988 due to strong demand for
Malathion in the United States and North
Africa. In 1988 we shut down our ammonium
nitrate facility at Hannibal, Missouri. The Group’s
continued
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fertilizer business now is comprised primarily
of two operating ammonia plants with about
40% of their output for nonfertilizer uses.

Chemicals Group sales increased in 1989 but
operating earnings were about even with the
previous year despite some improvement in the
unfayorable cost-price trend affecting the
Group. The results veflect increased US. sales’
of acrylonitrile, carbide products, rubber
cheniicals, sulfuric acid, Galume chemical light

- products, acrylic fibers, papér and water-treating’

chiemicals, organic flocculants, methylated
crosslinking resins and urethanes. Sales of
adhesives, sealants and encapsulants, produced
by Conap Inc,, which we acquired in 1988, also
rose in 1989. In our international business,

sales of acrylonitrile, carbide products, mining
chemicals, organic flocculants, rubber cheniicals
and engineered materials in¢reased. The Group’s
performance was negatively impacted by costs
assotiated with expansion of the melamine plant
in Louisiana and continued investment in the
development of new products and technology.
Other factors affecting the performance of the
Grotip were adverse foreign exchange impacts in
Latin America and depressed earnings of our
acrylic fibers business as a result of lower
overseas demand for the product and increased
energy costs.

In 1988 sales increased but operating ¢arnings
were significantly lower. Substantially higher
environmental charges as a result of continuing
efforts to clean up certain of the Group’s plant
sites, and raw material price increases resulting
in higher manufacturing costs, which could not
be offset by increased prices, contributed to the
decline in operating earnings. Earnings also
were adversely affected by increased investment
in development efforts associated with both
new technology and identified growth produets:
urethanes, electronic chemicals, metal-coated
fibers and engineered materials. Sales of these

. identified growth products have developed more
- slowly than expected due to delays in govern--

ment fanding of aerospace projects and a longer
than expected product qualification process.

* * Other factors which, neither individually nor in
- the aggregate, significantly. affected operating
. results were the transfer of the-catalyst business

‘to the new 50% owned associated company,
Criterion Catalyst Company L.P, the operating
results pf which are now reflected in equity
earnings; the sale of the remiainder of the Group’s
dyes businéss and the acquisition of Conap, Inc;
Sales increased in séveral base businesses in

. 1988 such as acrylamide and the specialty prod-

ucts derived from it, including paper, water
treating and mining chemicals; process chemi-
cals; composites; industrial adhesives; polymer
chemicals; and Gyalume chemical light products.
International sales improved in nearly every
area, with process chemicals showing the best
year-to-year improvement.

Shulton Group sales increased but ovﬁ.ﬁ_sm
earnings declined significantly in 1989. The sales
performance was attributable to jncreased sales
of household products including Combat brand
vaasna and Ping-Sol liquid cleanerinboth
domestic and international markets. In the
toiletries area, sales of Old Spice deodorarit and
antiperspirant products and. Breck shampoo also
increased. Operating results declined due to
losses related to the Group's subsidiary in Brazil
and in the United States due to the negative
effects.of inventory reductions by retailers,
higher promotional spending in response to
intense competition and higher introductory
costs associated with new products.

"In 1988 sales increased but operating earnings

declined. However, excluding the 1987 gain from
the sale of the Jacqueline Cochran fine fragrance
and skin care businesses of $12.0 million, operat-
ing earnings increased about 14% from previous
year results, Sales increased in nearly all' major
product categories. Combat roach and ant insec-
ticides increased their share of the United States
consumer insecticide market. Pine-Sol liquid
cleaner sales continued to grow, espécially in
international markets. The Group increased its

. Old Spice toiletries market share in the United

States men’s fragrance market and maintained
or improved market share in key international

. markets. Sales of Pierre Cardin men's m.ww.n:—nm

also increased in 1988.
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‘David R, Bethune, S.mmani
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.Oroa:g mBa:&.,UEﬁoz

) Uonu_n.m de Gastro, m.wmm_naa

", Latin America OE:@

menob moz%am. w«mmEmE

. >mdn=5:u~ Division

L Qﬂbma_m Fﬁgunonw_

o ,u n efun_ao? wﬂnm&anﬁ

Meédical Device Division
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John E. Lynch, President -

Chémicals Division

Cydnamid International.
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-Corporate Development and '
Planning Division
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Tax Division

W, Perry Brown, Director
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The Company .

American Cyanamid Company is a publicly
held company incorporated under the laws of
the state of Maine, It is a research-based
biotechnology and chemical company which
develops medical, agricultural, chemical and
consumer products and manufactures and
markets them throughout the world. Cyanamid
operates 19 research laboratories and approxi-
mately 100 plants, and its 8,000 products are
sold by its divisions and subsidiaries in more
than 135 countries throughout the world.

World Headquarters

Cyanamid’s world headquarters is located at
One Cyanamid Plaza, Wayne, New Jersey 07470,
The company’s main telephone number is
(201) 831-2000. Telex: 219136-ACYIN UR.
TWX: 7109883045,

Annual Meeting

The annual meeting of stockholders is held
each year on the third Monday in April. The
1990 annual meeting will be held at 11a.m. on
Monday, April 16, in the Monhegan Room of
the Sheraton Inn, South Portland, Maine.

Stock Exchanges

The common stock of American Cyanamid
Company is traded principally on the New York
Stock Exchange (the ticker symbol is ACY).

The stock also is listed on stock exchanges in
Amsterdam, Basle, Frankfurt, Geneva, Lausanne,
London and Zurich. Options on the stock are
traded on the American Stock Exchange.

Stock Transfer Agent and Registrar

The stock transfer agent and registrar for
Cyanamids stock is The Chase Manhattan
Bank, N.A. Stockholders who wish to transfer
their stock, or change the name in which the
shares are registered, should contact:

Shareholder Services

The Chase Manhattan Bank, N.A.
1 New York Plaza

New York, New York 10081

(212) 676-5754

Stockholder Records

Stockholder records are maintained by
Cyanamid at its world headquarters. Questions
concerning individual stockholder accounts,
including dividends, should be addressed to:

Stockholder Records Department
American Cyanamid Company
One Cyanamid Plaza

Wayne, New Jersey 07470

(201) 831-3586

Automatic Dividend Reinvestment

There is available to all stockholders of record
the convenience of an automatic dividend
reinvestment service in which dividends are
automatically reinvested in Cyanamid common
stock. Participants also may add cash for the
purchase of additional shares. Under the plan,
Cyanamid pays any related bank charges and
brokerage commissions. A detailed statement
of each stockholder’s account is mailed after
each investment,

Any stockholder who is not enrolled in the
plan and would like to be should contact the
Stockholder Records Department at Cyanamid.
Participants who have questions regarding
their accounts should contact:

Stockholder Records Department
American Cyanamid Company
One Cyanamid Plaza

Wayne, New Jersey 07470

(201) 831-3586

Dividend Payment Schedule
Dates for 1990 dividends, as and when declared by
the Board of Directors, are scheduled as follows;

* March 30, for stockholders of record February 28,

= June 29, for stockholders of record May 30,

»September 28, for stockholders of record
August 29,

* December 21, for stockholders of record
November 21,

Interim Reports

Cyanamid’s fiscal year is the calendar year.
Interim reports covering the first, second and
third quarter financial results, along with other
company news, are mailed to stockholders as
soon as possible after the close of the quarter. |

Form 10-K

A copy of the company’s 1989 annual report on
Form 10-K, including financial statements and
schedules, as filed with the Securities and
Exchange Commission, is available free of
charge to Cyanamid stockholders upon request.
Copies of exhibits attached to Form 10-K also
will be made available at a charge. Requests
should be made in writing to:

Public Affairs Division

American Cyanamid Company

One Cyanamid Plaza

Wayne, New Jersey 07470

Trademarks

All brand names appearing in italics are
registered trademarks or trademarks owned by
or licensed to American Cyanamid Company or
its subsidiaries throughout the world.

Printed in US.A.




