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ABOUT THE COVER

Channeled through the prism of
Monsanto's strategy, the company’s
operations are directed toward a
strong future,

GLOBAL SALES (Dollars in millions)
Sales outside of the United States account for almost half of Monsanto’s revenues. This mix
indicates the importance of global expansion to all five operating units.
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VALUE ADDED (Dollars in millions)
Monsanto’s high-performance products add value that is reflected in improved earnings. This
premium portion of the company’s sales is increasing year by year.
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MARKETING, ADMINISTRATIVE AND
TECHNOLOGICAL EXPENSES (Doliars in millions)
Monsanto’s level of marketing, administrative and technological expenses reflects the strong
commitment to research and development and the introduction and promotion of new
value-added products.
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MARKET MIX (Percent of total sales)

Monsanto’s products are sold into a range of end-use markets, which reduces dependence on
sales in any single category in any given year.
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OPERATIONAL HIGHLIGHTS

(Dollars in millions, except per share) 1991 1990 1989 |

Net Sales 88,864 $8995  $8681 i

Net Income § 206 546 § 61 ’

Per Share: )
Net Income § 233 $428  §50 '
Dividends 2.045 1.88 1.65
Shareowners' Equity 2972 2251 2.7

Depreciation and Amortization 8§ 751 §$ 739 § 6%

Cash Provided by Operations §1,180 $1104 S1037

Research and Development Expenses § 627 § 612 § 598

Return on Shareowners’ Equity 7.6%  13.6% 17.6%

Percent of Total Debt to Total Capitalization 38% 35% %

Shareowners (year-end) 60,152 62230 61,942

Shares Qutstanding (year-end, in millions) 123 126 132

Employees (year-end) 39,281 41081 42178

MONSANTO 1991 OVERVIEW

et income in 1991 was $296 million, or $2.33 per share, including
one-time, aftertax restructuring charges of $325 million, or $2.54 per
share. The restructuring was part of the company’s decade-long move
into value-added products. Excluding the restructuring charges, net
income in 1991 would have been the second-best in Monsanto history, at $621 millioa,
or $4.87 per share. Return on shareowners’ equity for 1991, aiso affected by the
restructuring charge, was 7.6 percent, down from
Ex«:ludmg restructurng 13.6 percent in 1990.

charges. 19871 net ncome Monsanto Company makes and markets
wopld have been the second high-value agricultural products; chemical prod-
best in Monsanto nstory ucts, including plastics and manufactured fibers;
pharmaceuticals; food products, including a low-
calorie sweetener and an all natural fat substitute; process control equipment; and
other performance materials. In doing so, we're committed to serving the interests
of all those worldwide who hold a stake in our company by:

» Aiming for a consistent and superior return on equity for our shareowners;

» Meeting the needs of our customers with the highest standards of value,
quality and service;

» Providing our employees with safe and rewarding work in an environment where
each has an equal opportunity to succeed; and

» Striving for a lasting and rewarding partnership with our neighbors.
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A SOUND STRATEGY. A STRONG FUTURE.

Monsanto Company's strategy proved dursble in a year of economic

1

! difficulty in many world areas. But then, sound corporate strateqy should
i

: work in both'good and not-so-good times.

i

et income for 1991 was $296 million, or $2.33 per share. However, we continued

to exit businesses with inadequate prospects for reaching our principal financial

target of a 20 percent return on shareowners' equity, This resulted in a one-time,

aftertax restructuring charge of $325 million, or $2.54 per share. Excluding
the restructuring charge, net income in 1991 would have been the second-best in Monsanto
history — 5621 million, or $4.87 per share.

Competitive strength was demonstrated across the current product line. The

following milestones are of particular note:
» Roundup and Lasso herbicides combined for a strong year for the Agricultural Company.
Volumes for Roundup were up 17 percent. Operating income for the unit was up 22 percent.
» Saflex plastic interlayer performed well on a global basis, although North American auto-
motive and construction markets were down. Excluding restructuring charges, the Chemical
Company’s operating income from continuing businesses would have been ahead of 1990
operating income despite the weak economy. Operating income stayed within the range we had

Maintaining a strong strategy that »
focuses on future growth and value
for shareowners requires continual
evaluadon, according to Richard J.
Mahoney, chairman and chief
executive officer (left), and Earle H.
Harbison, Ir., president and chief
operating officer,
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projected for a recession year: off 28 percent from its high for equivalent products in 1989, the

last full non-recession year. The unit also benefited from significantly lower raw material costs.

» Fisher Controls started well through the first half of 1991 and seemed to be defying the

slowdown in capital goods spending. But capital markets dropped further in the second half, ‘,
and operating income slipped below record 1990 results. E
» Volumes for NutraSweet brand sweetener increased in 1991, with more than 230 new

product uses introduced worldwide.

» Searle’s operating income was up 83 percent over that in 1990 on a sales increase of

$107 million. Cytotec ulcer preventive drug continued its steady volume increases, reaching

sales of $123 million. While sales of Calan brand calcium channel blocker have probably

begun to peak in the current product forms, Cytotec is

Competltive strength was expected to have several years of solid growth ahead.

shown across the current At the same time, we've invested in the next

product line. wave of growth with acquisitions, volume expansions,

cost-reduction programs, quality improvements and
research and development (R&D) expenditures. These investments, totaling $1.4 billion in
1991, are detailed on pages 6 to 20.

Cash not used for these and other investments was reinvested in share repurchases
in 1991. Share repurchases are a measure of our strong cash-generating capabilities and of our
confidence in our corporate strategy. In the last five years, we've repurchased almost

24 percent of our shares. [t's a practice we expect to continue. Dividends were increased
in 1991 for the 19th consecutive year.

Progress on research and development for new products was excellent. Important
new herbicides were approved for sale for weed control in turf in the United States and in
rice and turf in Japan. We saw commercial-level performance in field trials of our first
biotechnology-based crops — cotton and potatoes with built-in defenses against insects,
and soybeans and canola tolerant of Rousdsp herbicide.

In the Chemical Company, we see good prospects for new prod-
ucts, such as Flectron metallized materials, the result of a patented process
for combining metals with a host of materials for unique zpplications.

Slmrc repurchases are

a measure of our s;trong
cash generating capahihities
Fisher Controls intriduced several additions to its line of and of aur confidence in
PROVOX instrumentation. New V-line rotary control valves are expanding our strategy.
Fisher’s presence in a rapidly growing market.
Searle launched new pharmaceuticals in a number of countries. Mazaguin, an anti-
infective agent, was launched in Mexico, Portugal and Venezuela in 1991. It was also approved
in six other countries in 1991 and in the United States in the first quarter of 1992. U.S.
approval is still pending for Ambien, a treatment for insomnia; and oxaprozin, a treatment
for the symptoms of arthritis.
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SHAREOWNERS

| » On Feb. 26, 1992,

we lost the wisdom and

. counsel of board member
Dr. Marguenite Ross
Barnett, who died after

a brief illness. She was a
dynamic and active director
who had a keen sensitivity
for people. We'll miss her

as a colleague and friend.

We'll also miss the sub-
stantial contributions of
Dr. Donald C. Carroll,
who retired from the board
in 1991 after 16 years of
distinguished service.

Searle moved 10 drugs into clinical trial testing, including four in broader clinical
trials. Two drug candidates that resulted from collaboration between the corporate R&D
group and Searle moved to Searle for full development.

In 1991, the U.S. Food and Drug
Administration agreed that a new formulation of
Simplesse all natural fat substitute could be used in
a full range of food products. Products using
Simplesse from a number of food companies are
now on the market, and many more are being
readied for introduction worldwide.

Bovine somatotropin (BST), a biotech-

M onsanto is emerging

as a company of powerful
product positions, a straong
financial position, and
Ieadership in virtually all

of its market segments.

nology-based protein that supplements the cow’s own BST and improves milk productivity, i
now being sold. People in Mexico and Brazil are already benefiting from BST, but it remains
in a political stall in Europe despite affirmation of its human safety and efficacy by the
European Community’s Committee for Veterinary Medicinal Products. U.S. approval for
sale is still pending.

[nvestors understandably continue to register concerns about future competition
for three of our major products — Roxndup herbicide, NutraSweet brand sweetener and
Calan brand calcium channel blocker — all of which may face new market entrants. We've
had several years to plan for this competition, and our people have prepared well.

Holding customer loyalty, providing the highest-quality products, and achieving
superior cost positions are just a few of our strategies. Many of the critical and highly detailed
tactical measures can't be disclosed in advance for obvious competitive reasons. We'll
continue to report not so much what will happen as what has happened as we unfold the
tactics for these important products. We expect to be measured, as always, by results.
Products from competitors are likely to emerge eventually, but so far none have made
significant inroads into our markets.

We're continuing to strengthen the positions of our leading products and to cull
out those with less potential. We're also successfully introducing new products from our
extensive R&D program. The products long predicted are starting to flow.

The momentum our people have demonstrated will continue in 1992, with
Monsanto emerging as a company of powerful product positions, leadership in virtually all
of our market segments, and a strong financial position that will allow us to capitalize fully
on our chosen strategies.

/
Richard J. Mahoney
Chairman and Chief Executive Officer
March 5, 1992
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 EXECUTIVE -
“SUMMARY

DELIVERING VALUE TO SHAREOWNERS

Monsanto delivers value to shareowners by building on strong products, By Earle H. Harbison, Jr.

. . President and Chief Operating Officer
new investments and a focused portfolio. Operating

ur essential promise to shareowners is to achieve a superior level of earnings
that will ensure the future value of their investment. To fulfill that promise, we
must deliver consistent year-to-year financial performance, while investing in
new products for the medium term and in new technologies for the long term.

We must plan for all three time periods — near term, medium term and long term
— without sacrificing one for the others. At any given time, a snapshot of our program should
show a company that is strengthening current products, investing in new products, and focus-
ing its business portfolio. The theory of this program is not complex, but executing it is.

Our execution starts with relentless attention to our existing products. In each
of our five operating units, we emphasize value-added products. A value-added product
does what its name implies: It adds value for our customers. The result is improved earnings
for both Monsanto and our customers.

The rewards from the successful management of these businesses contribute to
attractive earnings not only. in the near term, but in the medium term and long term as well.
In our agricultural products business, Rosndup and

. 1-0 fulfill our promise Lasso herbicides are successful products now and will
‘to shareowners. we must contipue to be in the future. A stream of new herbicides
K :deliver consistent earnings and products from biotechnology research will add
. performance while investing to our long-term earnings.
- it new products and future In our chemicals business, wellestablished
L : technologies. products, such as Safflex plastic interlayer and
- Wear-Dated carpet, undergo constant improvements
to maintain their profitability. At the same time, we're developing additional high-performance
materials that will provide us with entirely new businesses for the future.

The near- and medhun-term performance of our pharmaceutical and food ingredient
businesses is built on major branded products such as NutraSweet brand sweetener and
Calas brand calcium channel blocker, Long term, we're counting on promising new products
to fuel future growth.

Our process control business maintains near- and medium-term profitability with con-
trol valves and PROVOX instrumentation that improve the manufacturing, environmental and
quality performance of target industries. Long-term profitability is addressed by designing new
technologies for even greater management control and productivity in sophisticated process plants.

The following pages present our operating units and their strategies in greater
detail. These sections add up to a larger story that demonstrates a sound strategy that is
building a strong future.
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STRATEGIC
REVIEW -

MONSANTO AGRICULTURAL COMPANY

Monsanto Agricultural Company concentrates on the continued growth

t
] of Roundup herhicide, the introduction of new agricultural chemicals,
and the developmant of new products from bistechnology research.

onsanto Agricultural Company is one of the leading herbicide
companies in the world, Its Roxndup herbicide is a top-selling
agricultural product worldwide, and its Lasso herbicide is a major
corn and soybean weed-control agent in the United States.
In 1991, European patents and the U.S. method-of-use patent expired for
Roundup. However, anothér U.S. patent protects
glyphosate compounds, including the active

Strengtzhening current _ o .
products: The Agricultural ingredient in Roundup, into the year 2000,

Company positions Roundup Since the mid-1980s, the Agricultural
herbicide for steady growth Company has marketed Rokndup herbicide with
despite a potentially more an eye toward potential post-patent competition
competitive enviranment. for glyphosate-based products. The key strategies
have been price elasticity and low-cost manufac-
turing, By selectively lowering prices in specific markets or countries, the company
has steadily increased volumes and built economies of scale.

“In 1991, we continued to lower prices selectively worldwide,” says Hendrik
A Verfaillie, vice president and general manager for Roundup. “For example, extensive
market research suggested that we could lower the price in the United States and gain
enough volume to more than offset the price
* decrease. That's exactly what happened.”
Volumes for Roundup in 1991 increased

lnvesting for new growt‘h‘ :

Dimensian herbicide is
17 percent worldwide.

approved in 1991, while . ;.
With Roundup already meeting mar- | JEERSERE HRToreotet: plants’

ket requirements for 2 broad range of applice- | NSRRI (NS ERTAN O
tions, the Agricultural Company’s strategy is L —

to develop new herbicides to fit specific market needs. In 1991, the company gained
U.S. approval to market Dimension turf herbicide to professional lawn-care applicators.
Dimension can provide season-long control of crabgrass and other annual

A weeds with one application. It works before or after crabgrass emerges, and it isn't
Canola is valued for the oil produced R

from Its seeds. Genetically improving destructive to turf and other plants.

canola to tolerate Roundup herbicide e ) st in T4 : ;o e

would open & new or o The active ingredient in Dimension turf herbicide, dithiopyr, comes from the
while saving millions of dollars for Agricultural Company’s new pyridine class of chemistry. The company is pursuing
canola farmers,

registration of dithiopyr in a number of markets worldwide. Japan approved it in 1991

MONSANTO COMPANY
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. S - - i . ) Morsanto Agricultural Company
. - e . .. s - contintes to meet the speeilic
as the active ingredient in five new rice and turf herbicides. Dithiopyr is ultimately necds of modern agricalior
expected to reach $100 miflion in annual sales. Selutions range from entering

. w markets for Roqnd
Other important agricultural markets will be tapped by the products of bio- A"

herbicide ta developing new
technology. Commerciatlevel performance was achieved for insect-resistant cotton in a Families of hesbicide chemistry,
) oo . ., . to imenting new businesses |
second year of field tests. Applications are being filed with two U.S. government agencies based on biatechnology, -
to start the approval process for this product. ’

Several varieties of canola tolerant to
- portfolio: The animal feed Roundup herbicide were tested at Canadian

‘ingredients business na research farms in 1991, Canola is valued for the

'] Focusing the business

longer fit the Agricultural oil from its seeds. Roundup is a non-selective

" Company’s strategy and herbicide, which means that it eliminates both

- ‘was sold in 1991. desirable and undesirable plants. Canola farmers
' currently treat their fields to kill weeds before
they plant, then follow up with a selective herbicide to treat those weeds that grow
with the crop. By planting canola tolerant to Roundup, farmers could control ail
emerged weeds with a single application of Roundup. That could save canola growers
$100 million a year and open a new market for Roundup.

Other crops field tested in 1991 were virus-resistant tomatoes, insect-resistant
potatoes and corn, and soybeans tolerant to Roundup.

Ta proceed toward commercialization, ail new products must demonstrate
the potential to make a positive financial difference to the company. The same test
applies to existing businesses. In 1991, the company completed the sale of its animal
feed ingredients business, which no longer fit strategically.
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OUTLOOK -

MONSANTO AGRICULTURAL COMPANY

Monsanto Agricultural Company will move from products applied in
pounds per acre to those used in grams per acre, to products as

simple as a new seed developed through biotechnology.

ver the next five years, the markets for Roundup nerhicide are expected
to grow. “We have to generate continued growth for Roundup and
other glyphosate-based products that not only expands our business,
but also helps bring down our costs in the face of potential generic
competition,” says Robert B. Shapiro, executive vice president of Monsanto Cornpany
and president of Monsanto Agricultural Company.
“Every time we project our strategy into the future,” he adds, “the data
Robert B. Shapiro, executive vice president coafirm that we're on the right track. No competitor can offer the quality, experience,

of Monsanto Company and president of customer trust and value symbolized by our trademark for Roundup.”

Monsanto Agricultural Company, with . , . .

Insect-resistant cotton, a high-potential ‘ As the Agricultural Company brings new crop protection chemicals to market,
lr’::a‘;‘c"hmd‘dm from biotechnology each must be more cost-effective than current products or address an unmet need in
Many of the things we'v been working crop protection, and each must exceed existing environmental and health standards.

on for a long time should be tumning from To speed approval for new crop chemistries, emphasis within the company

Ivestments to refums on investment.” is shifting toward expanded development programs. “The pipeline is strong,” Shapiro
says. “The task now is to get those products to market quickly and effectively.”

In crop chemicals, the Agricultural

Outlouk: New ideas for Company is moving from products applied in

products are hacked hy pounds per acre to herbicides used in grams

development plans both for per acre. In plant sciences, the company is
the technology and for the developing products as simple as a new seed
business concepts being through biotechnology research.

token to market. “Biotechnology is a young field, and

there's no shortage of new ideas to pursue,”
Shapiro says. “We have to make sure we have effective development plans both for the
technology and for the business concepts we'll be taking to market.

“These technologies have the potential to transform business structures
as well as agricultural practices,” adds Shapiro. “We'll be exploring the whole
range of commercialization approaches from licensing to partnerships to down-
stream integration.”

MONSANTO COMPANY
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STRATEGIC.
BEVIEW

MONSANTO CHEMICAL COMPANY

Maonsanto Chemical Company restructures as part of its evolution

toward a portfolio of high-performancs, value-added products.

onsanto Chemical Company makes performance materials that add

value to products in such industries as construction, home furnish-

ings, automotive and personal products. The Chemical Company

makes the nylon and acrylic fibers for Wear-Dated carpet and the
performance plastics for a variety of automotive and home appliance parts. Ii is the
world’s largest supplier to detergent manufacturers, the largest producer of rubber
chemicals used by tire manufacturers worldwide, and the global leader in putting the
“safety” in laminated safety glass with Saflex plastic interlayer.

Since its creation in 1986, the Chemical Company has strived for a portfolie
of performance materials, rather than commodity petrochemicals. Commodity petro-
chemicals are priced at a narrow margin ahove
cost. Performance materials are priced according
portfolio: Restructuring to the contribution they make to the customer’s
helps the Chemical Company product or process. They're often based on

Fucusing the business

reduce costs and better proprietary technology and frequently devel-
support protitable oped with the customer’s active participation. l‘ e Chemical Co
. n 1991, the Chemi
husinesses. As these types of customer relation- introduced HP APPAREL n;f:,,ymgh.
ships increase, the Chemical Company becomes Perf::arn;; acrylic oy;rn lz;ll‘umn
. . . . . . . . app new product enhances
more knowledge-intensive and less capital and labor-intensive. This evolution requires  the company’s position as the No. 1
adjustments in the organization. manufacturer and marketer of acrylic

fiber for yaens in U.S. markets.
Such an adjustment was announced in 1991, following an in-depth analysis

of existing businesses in the Chemical Company. It took the form of a restructuring
that includes consolidating some manufacturing
operations; closing some older, less efficient

St.rcngt.h(:ning current
plants; reducing the number of employees; and

selling several businesses not compatible with

products’ Key products

grow through investment
the Chemical Company’s strategy. in manufacturing, product
“The restructuring is part of a larger wmnovatians and hne
effort to reduce our cost of doing business,” exLensins.
says Robert G. Potter, executive vice president
of Monsanto Company and president of Monsanto Chemical Company. “We can no
longer incrementally change our basic cost structure,
“For example,” he adds, “the restructuring enabled us to shed about
15 percent of our total capital. We can redeploy the resources previously used for

1991 ANNUAL REPORT 9
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:lmmmm Chemical Company
sharpens its ;-uncvnlmliun ey ;
::;(',:i:‘;‘;,’:::;,r",‘:I:";,',“‘:,l(i;;:\‘.‘(‘.w businesses now being divested into more strategic businesses that are, or could be,
demonstrated the capability No. 1 or No. 2 in their markets.”

to bt No, Torastrong Mo 2

in their markets. Acrylic fibers is an example of the kind of business the Chemical Company
supports with continuing investment in new product developments and acquisitions.
In 1991, the company introduced a high-performance acrylic yarn for fashion apparel.
The varn is pillresistant and machine washable and dryable. The apparel looks new
longer, keeps its shape, and resists shrinkage.

In addition, the Chemical Company acquired Winfuk and Sayelle acrylic craft
yarns from Du Pont following that company’s announcement of its withdrawal from
the acrylic business. These acquisitions add the top acrylic yarns for hand-knitted
sweaters and afghans to the cornpany’s market-
leading portfolio of specialty acryli¢ products.

The Chemical Company’s commitment
to new performance technologies paid off in 1991
with the introduction of Flectron metallized mate- performance technologies
rials. “These products are uniform layers of metals designed to supplement
bonded to a supporting material,” says Hilliard L. existing businesses. |
Williams, vice president of technology for the

'nvesting far new growth:

The Chemical Company
mtroduces the first of new

Chemical Company. “Our patented process enables us to put a greater number of
metals on a wider variety of fabrics, fibers, plastics and films than any other process.”
The first commercial application is a line of metallized fabrics marketed by
International Paper. Target custorners include designers of offices, hospitals and
homes who need to shield electronic equipment from electromagnetic interference.
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MONSANTO CHEMICAL COMPANY

A leaner, more focused Monsanto Chemical Company is expacted to

repeast its taop-level financial performanca of the late 1980s.

n 1988, Monsanto Chemical Company had only two products in the commercial
phase of its new product pipeline. In 1991, there were 13, and they represented
more than $300 million in potential sales by 1995.

“We'll roll out a continual stream of product innovations,” says Robert G.
Potter, executive vice president of Monsanto Company and president of Monsanto
Chemical Company. “Most of them will be technical advantages, new forms of prod-
ucts and other customer-driven improvements to our performance materials.

“We don't have blockbuster introductions,” he adds. “Our growth pattern
is gradual but continuous, a constant refinement of existing products with an
occasional breakthrough.”

The restructuring announced in 1991 resulted in a lower cost of doing busi-
ness, less capital-intensive operations, and a greater ability to continue to outperform

Robert G. Potter, executive vice president
of Monsanto Company and president of
Monsanto Chemical Company, with
samples of his company’s newest high-

performance product, Flectron metallized

the industry. However, roughly half the company’s
portfolio is involved in cyclical markets such as
automotive and housing. The performance of
those products will be impeded until the global
economy returns to reasonable health,

Even in a difficult economy, the
Chemical Company will continue to invest in
its manufacturing sites. More than one-third
of its capital expenditures will be deployed in support of opportunities outside the
United States. In 1991, plants for Saflex plastic interlayer were completed in Sio José
dos Campos, Brazil, and in Antwerp, Belgium, while a new resins manufacturing
unit for Safler in Ghent, Belgium, completed its second year on-line.

Some of the company’s best growth potential is in Europe, where revenues
exceeded $780 million in 1991, “The vast majority of everything we sell in Europe is
produced there,” Potter says. “That positions us well for the coming changes in the
European Community.” Strategic investments also will be made in Asia and Latin
America, and in the company’s various joint ventures.

“The Chemical Company is categorically dedicated to meeting the corpo-
rate target for return on equity,” Potter says. “We hit that level in 1986, 1987, 1988
and 1989, before the double blow of a recession and an oil price shock in 1990. We
believe that, with the restructuring of our portfolio and our major effort to reduce our
cost of doing business, we'll be back to that exceptional level of performance as soon
as the world economy regains strength.”

materials.

“We're In fighting trim. 'm optimistic
about our people, our portfolio and our
ability to outperform our industry peers.”

Dutlook; Investment in the
future and a tightly focused
organization will position

the Chemical Company for

superior performance in an
expanding world economy.
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STRATEGIC
REVIEW

SEARLE

Searie succeeds with an emphasis on research, new product

deveiopment and a strong presence in the major pharmaceutical

markets worldwide,

earle discovers, develops, manufactures and markets prescription pharma-
ceuticals in major markets worldwide. Since Monsanto acquired it, Searle
has grown from sales of $665 million and an operating loss of $119 million
in 1986 to sales of $1.5 billion and operating income of $170 million in 1991.
Searle management has achieved these results by concentrating on discovering and

Strengthening current
products: Searle builds on

the strength of two of its’

top-sciling drugs with
research into new
formulations and uses.

developing new products and by building a
strong presence in the leading world markets
for pharmaceuticals.

Searle's Calan brand calcium channel
blocker is one of the top-selling pharmaceuticals
in the United States. Worldwide sales of Calan
were $508 million in 1991, up 9 percent from

1990. Calan has led the company’s resurgence,

A

Maxagquin quinolone anti-infective agent
offers the advantage of once-a-day dosing.
Maxaquin was launched or approved in
nine countries in 1991 and in the United
States in the first quarter of 1992,

12

but it no longer holds a proprietary position. To build on the product’s strengths, Searle
announced a project to develop an enhanced formulation of Calan that uses a unique,
delayed-release technology. “This product offers the opportunity to extend the success

of Calan in a way that is medically beneficial,”
says Joseph T. Curti, M.D., corporate executive
vice president of Searle.

Cytotec uicer preventive drug accounted
for $123 million in sales in 1991, up 35 percent
from 1990 sales, and it has the potential for addi
tional significant growth. To support that growth,

Inuesting for new growth:
Maxaguin anti-infective

agent is the first of four
new drugs to receive
regulatory approvals.. ,

the company invested in a massive clinical study designed to assess the ability of Cytotec
to prevent ulcer complications.

In addition, Searle awarded $10 million in grants to 61 scientists in the United
States and Canada for research into prostaglandins and arthritis and related immune
disorders. Positive findings could lead to potential new uses for Cytotec.

At the end of 1991, a number of regulatory agencies worldwide were actively
reviewing four important new medications from Searle: Mataquin, an anti-infective
agent; Ambien, a treatment for insommnia; and Arthrotec and oxaprozin, both treatments
for the symptoms of arthritis.

In 1991, Mozaquin was launched in Mexico, Portugal and Venezuela, and
approved for sale in six other countries. U. S. approval for Mazaguin was received

MONSANTO COMPANY
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a
Searle competes inan
inthustry heavily driven in

in the first q r of 1992, new products, The Searle

strategy centers sround o

The chief advantage of Mazaguin over other quinolone anti-infective agents new produdt pipeline thit

provides o steady stream

is its once-a-day dosing for all approved indica- ol phanmaceuticals.
tions. A study in the antibiotic field shows that
more patients are likely to take their medication

Fucusing the business
" portfolio: To strengthen its

presence in Japan, Searle as directed with once-a-day dosing.
_becomes the largest single Searle continued to build its presence
8 shareowner in a major in the major pharmaceutical markets in 1991.
l‘ Japanese pharmaceutical These include the United States, the United
: company. Kingdom, Japan, Canada, France, Germany and

Italy. “The one important market in the world
where we do not yet have a significant presence is Japan,” says Sheldon G. Gilgore,
M.D,, chairman and chief executive officer of Searle, “hut we're doing what's necessary
to get there.”

Searle strengthened its presence in Japan by purchasing 12.25 percent of
the shares of the pharmaceutical company Hokuriku Seiyaku Geo. Ltd. That purchase
makes Searle the largest single shareowner in Hokuriku.

“The strategic significance of this relationship is potentially enormous,”
says Richard U. De Schutter, president of Searle. “Possibilities exist for faster pene-
tration of the Japanese market with a strong co-marketing partner and for potential
worldwide licensing of Hokuriku products outside Japan.”

Searle also sold some non-strategic product rights in 1991 as part of its
ongoing effort to upgrade its product portfolio.
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OUTLOOK

SEARLE

'y

Sheldon G. Gilgore, M.D., chairman snd
chief executive officer of Searle, with the
mortar and pestle symbol of pharmacy and
Calan brand calctum channei blocker,
Searle’s top-seliing drug.

“The products we have in the late stages of
development will heip us meet our objective
of introducing at lesst one new product

in a major mariet annually over the next
five years.”

A full, new product pipeline will help Searle achieve its goal of becoming
a major player in the worldwide pharmacsutical industry by mid-decade.

ver the next five years, Searle intends to become a major player in the world-

wide pharmaceutical industry and to achieve sales in the $3 billion range.

It intends to reach that goal largefy on the strength of new product

introductions. The company’s objective is to introduce at least one new
product in one major pharmaceutical market annually.

Searle expects to get a quick start on its product introduction objective
over the next five years with four important new medications that are currently in
various approval stages:

» Maxagquin is a quinolone anti-infective agent with once-a-day dosing awaiting
approval in Canada and major European countries. U, S. approval was received in
the first quarter of 1992.

» Ambien is a treatment for insomnia that appears to preserve deep sleep with
minimal unwanted aftereffects. Approval is pending in the United States, Canada
and the United Kingdom.

» Arthrotec combines a leading anti-arthritis medication with the protection pro-
vided by Cytotec ulcer preventive drug against gastroduodenal damage. Approval is
pending in Canada and major European countries.

» Oxaprozin is a once-a-day treatment for the symptoms of arthritis. Approval is
pending in the United States,

As these and other new products enter the market, Searle expects to have at
least eight product lines that each generate annual sales of $100 million or more by 1995,

In 1991, the company had four; in 1986, it had one.
Dut.look: Searle expects to Searle will also concentrate on building
_have at least eight product a stronger over-the-counter pharmaceutical
lines with annual sales of business during the next five years.
$100 million or more by “We have a credible over-the-counter
1995, compared with four presence in Europe right now,” says Sheldon
in 1981 and one in 1986. G. Gilgore, M.D.,, chairman and chief executive
officer of Searle. “One of our strategic objectives
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is to establish a significant over-the-counter presence in the United States and Japan.
Our goal is to have it happen sooner rather than later, but it’s not easy, Over-the-counter
competition is strong.”

In the past five years, Searle has become a product-rich company. As new
products exit the pipeline over the next five years, others will enter. “We’re working
now to make sure the pipeline is continually replenished,” Gilgore says.
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| sTRATEGIC
REVIEW

THE NUTRASWEET COMPANY

The NutraSweet Company focusaes on offering the best value to its
customers for NutraSweet brand sweetaner and on being the low-cost

manufactursr of aspartame.

he NutraSweet Company manufactures NutraSweet brand sweetener,
Fqual tabletop sweetener and Simplesse all natural fat substitute, Today,
market research indicates that the logo and trademark for NutraSweet
are recognized by 98 percent of U.S. consumers.

In 1991, the company celebrated the 10th anniversary of NutraSweet. With
a decade of success under its belt, the company has been fine-tuning its strategy to
prepare for U.S. patent expiration of NutraSweet in December 1992,

This competitive strategy centers on offering the best value to the customer
and on being the low-cost manufacturer of
aspartame, the generic name for NutraSweet.

As the maker of a branded ingredient
whose logo appears on its customers’ packag-
ing, the company also creates growth opportu-
nities for custorners by stimulating expansion

’ Strengthening current

products: The celebration
of the 10th anniversary of
NutraSweet brand sweetener
marked both a successful

past and a challenging future.

of the healthy food and beverage categories.

*“Our soft drink customers are most

profitable when they increase volume and subsequently reduce the costs of their
product offering,” says J. Richard Darnaby, group vice president and general
manager at The NutraSweet Company. “We have to be part of their growth in the
marketplace and help make them more efficient from 2 manufacturing standpoint.”
On the production side, The NutraSweet Company has both the economies
of scale and the process technologies to be the low-cost manufacturer. NutraSweet's
manufacturing people also take a partnership approach to working with customers to

I'y

A new formulation of Simplesse all natural fat
substitute received U.S, dearance for use in
all food categories in 1591, Stmplessels a key
ingredient used worldwide to reduce fatIn
foods, induding low-fat spreads, yogurt,
cheese, cheese spreads and frazen desserts.

continually add value to their products.

“We went to several of our axsto/mers
and asked them what we could do to add value to
their operations when they use our product,” says
Donald J. Minarich, vice president of operations
and technology. “They said our product was too
dusty and didn't flow well, and they found it was

'nvesmng far new growth:
Simplesse all natural fat
substitute is launched in ncw
tood categores. mcluding

low-fat spreads, yogurt,

cheese and cheese spreads.

costly to open our 25-kilogram drums.”

In response, the company developed a granular form of NutraSweet brand
sweetener. [t’s not as dusty and flows more smoothly. It's now shipped in a package
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A

The NutraSweet Company
sels its producets in more than
ahcountries. With new offices
in Eurepe and a Luropean
plantunder construction, the
company js taking steps (o
increase sales wanddwide,

16

16 times larger than the drums, which makes it more efficient for major custoruers.

Seeking to add growth opportunities in the fat substitution category, the
company launched the second phase of Simplesse all natural fat substitute in 1991.

The first phase was a limited-use petition granted by the U.S. Food and
Drug Administration (FDA) in 1990 that focused on the frozen dessert category.
Two customers launched products in that category
in 1991. Baskin-Robbins Inc., the largest ice-cream
chain in the United States and Canada, introduced
three fat-free flavors that contain Simplesse. El's improves The NutraSweet
Chicago's Finest Cheesecake also introduced Eli's Company's customer focus
E'Lights cheesecake, the first baked frozen dessert and reduces costs.
with Simplesse all natural fat substitute,

The second phase was clearance for use in additional food categories. In
1991, the FDA agreed that a new formulation of Simplesse could be used in any food
category. Several new products with Simplesse were subsequently introduced, includ-
ing low-fat spreads, yogurt, cheese, cheese spreads and additional frozen desserts.

In a major structural adjustment in 1991, The NutraSweet Company
reorganized to align with its markets. The line organization is now divided into the
carbonated soft drink/tabletop group and the food ingredients group. This change
enables the company to serve its customers better and to reduce costs.

Fccusing the business .

portfolio: Reorganization
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THE NUTRASWEET COMPANY

Future success for The NutraSweet Company will stem from global
expansion, diversified product lines and a potential new sweetaner.

he next five years will be the proving ground for The NutraSweet

Company's ability to prosper without U.S. patent protection for

NutraSweet brand sweetener, It already competes with generic

products in Europe and other world areas. The U.S. patent expires
in December 1992.

The NutraSweet Company has prepared for a more competitive market by low-
ering its manufacturing costs and improving service to its customers. A diversified line of
products based on NutraSweet will be offered to meet the needs of different customers’
production processes. These products will add new value for the customer.

The company also anticipates lower prices for NutraSweet brand sweetener
post-patent. Lower prices, though, could result in expanded opportunities for NudraSweet,
as it becomes economically viable for a new range of markets.

Europe is the world’s fastest-growing market for NutraSiweet. Ground was
broken in 1991 for a plant to manufacture NutmaSwee? brand sweetener in Gravelines,
France. The plant is a joint venture with Afinomoto Co. Inc., a Japanese food ingredient
company and long-time partner of The NutraSweet Company.

“The Gravelines plant will allow us to be more responsive to our customers

A

Robert E. Flynn, chairman and chief
executive officer of The NutraSweet
Company, with gumballs symbolic of
the 10th anniversary of NutraSweet
brand sweetener, celebrated in 1991,

“We intend to prove to the worid that
we can be successful without patent
protection.”

in Europe,” says Nick E. Rosa, group vice presi-
dent of NutraSweet Europe, “and it will increase
our profitability in the European Community.”

The company also is developing its sweetener will help The
next generation sweetener, called Sweetener NutraSweet Company serve
2000. Sweetener 2000 tastes almost identical to custamers in its fastest-

sugar, but is about 10,000 times sweeter. Its value growing ;nm‘kct;.
lies in large-scale operations, such as carbonated y

Dut,look: A new European
plant for NutraSweet brand

soft drinks. A tiny amount of Sweetener 2000 can replace large volumes of sugar.

“Sweetener 2000 will entirely change the way we look at sweetening,” says
Michael L. Losee, Ph.D., senior vice president of research and development. “If we
gel approval to commercialize this product, we're talking about a cost structure that's
down to fractions of a penny per pound.” In addition to being a low-calorie alternative
to sugar, Sweetener 2000 has a tremendous price advantage that will make it a seri-
ous mainstream competitor against sugar among the food and beverage companies.

“If all goes well,” says Robert E, Flynn, chairman and chief executive officer
of The NutraSweet Company, “we view it as a probable commercial product by the
end of the decade.”
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STRATEGIC
REVIEW

FISHER CONTROLS INTERNATIONAL

Fisher Controls continues product developments that offer its

customers timaly information and improved productivity.

he business of Fisher Controls is to manage the processing of mate-

rial. The material can be anything from broth moving through a soup

factory to natural gas moving through a pipeline to a furnace’s pilot

light. Fisher makes the control equipment that adjusts the amount of
material passing through a system, as well as the electronic instrumentation that
tells the equipment what to do when.

PROVOX instrumestation is the hub of the automation highways that have

evolved in manufacturing plants over the past decade. As plants automated, they built
different data bases for production, inventory and process variables. Customers now

want all of these data bases to interact. They also want
S L . N quick, ready access to information so that they can
rengthening current
products: Modifications in make decisions faster and better.
PROVOX instrumentation Recognizing this trend, Fisher Controls
are aimed at a new ora made a number of improvements in PROVOX in 1991,
of open communications establishing Fisher as the instrumentation leader in
among a customer’s many open communications. The company is working
data bases. closely with computer and software vendors to ensure
that their products communicate by design, instead of

by cumbersome special arrangements.

“In the past, we designed our system, and the computer and software people
designed theirs, We all went our separate ways,” says Sandy L. Bailey, marketing
director for system introduction. “When we tried to make our systems talk to each
r, we found that we had overlaps in some
laces and gaps in others. Now we're designing
a system that brings our worl and the computer New products enable Fisher
world together.” Controls to open new .

A compact version of PROVOX, markets and to maintain
microPROVOX instrumentation, was introduced established market shares.
in 1991. “We had two objectives,” says W. Bruce
Johrson, product manager. “One was to increase our business for PROVOX by handling
small applications for existing customers better. The other was to expand the customer
base to add those customers whose needs don’t justify a large-scale system.”

Fisher also introduced ROC 364 remote operations controller to perform

ln'vesting for new growth:

trols remote ar isolated sites in the oil
and gas Industry. ROC 364 is an example of

Fisher's ability to provide electronic control monitoring and control functions away from the plant site.
devices wherever they are needed.
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“We designed ROC 364 primari} for applications in the ofl and gas industry,” tisher Controls iswarking to

Break doson baricrs amnng all
says Carter B. Cartwright, market manager. “But the equipment has applications in the sustems imolved i nu;ning
. A . . snaders process plant. The
many industries. ROC 364 has been used on an air force base for jet fuel management, st s bt o 1 timely
at mines for water control, and in the food intormation thatwill mark
, the beginning ol a new era ol
Focusing the business industry. The opportunities for ROC 364 are productivity in manutactaring.

portfalio: Restructuring and numerous because cugtomers can readily tailor
the sale of Permea Inc. this product to their specific needs.”

tighten Fisher Contrals’ In control valves, the V-line rotary valve
facus on its core businesses. family was introduced in 1991, This expands the
business potential for Fisher Controls, because
most of its valve business has traditionally come from sliding stem vaives. The product
was first designed for the pulp and paper industry.

“In recent years, we started to see strong competitive pressures on our
traditional control valve business from non-traditional suppliers of rotary valve
products,” says Julie A. Leach, business director for power and pulp and paper.

Fisher developed the V-line rotary valve family to meet this competition
and to open new markets.“We've always supplied a full line of valves for mill opera-
tions in the pulp and paper industry,” Leach says. “The new V-line rotary family
allows us to expand our coverage into pulping operations.”

With an eye toward streamlining the product pox‘cfolio‘ and focusing on its
process management strengths, Fisher Controls restructured part of its process
instrumentation business in 1991 and sold its Permea Inc. gas separation subsidiary.
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OUTLOOK

FISHER CONTROLS INTERNATIONAL

Fisher Controis is changing the way modern process plants operate,

which in turn ig leading to new growth for Fisher.

isher Controls is-applying new technologies that within five years will
change the way process plants operate. Process plants are found in the
chemical, power, oil and gas, pulp and paper, food and beverage, and
pharmaceutical industries — all part of Fisher’s customer base,
Currently, these plants are managed with instrumentation systems that
monitor, communicate and control electronic signals in all parts of the plant. The
final control link must always convert the electronic signal to a pneumatic signal
because the hundreds of control valves in a process plant are activated by air.
Fisher Controls, with its PROVOX instrumentation, is one of several
companies that compete for a share of the automated control room business.

A

Larry W. Solley, chairman and chief However, Fisher is the only one of those companies that has a significant control

wm : mm"nl:wm valve business, and Fisher is the worldwide leader in automatic control valves.

:::&s h:&mptﬂ&"l global leadership “We're developing the technology to replace the pneumatic control on our

“The mm-pmofﬂ, 19908 will valves with digital electronics,” says Larry W. Solley, chairman and chief executive
| 3

dnve:md integrating all :yua:: 10 officer of Fisher Controls. “The result will be smart valves.

allow customers to use and access data “ o 1 . R

fulty for new levels of productivity.” Smart valves are the final link in the drive to put all our devices on one

electronic highway communicating directly with the control room,” he adds. “That
will open new opportunities for managing modern process plants.”

By combining smart valves with PROVOX instrumentation, Fisher will gain
umique opportunities for growth. Changes in these
Dnr.‘h:)ok: Fisher Contrals product lines are a response to customers’ needs-
targets its now growth in for faster, better decision making.

select industries vihere it “We see customers worldwide seeking
has an established pasition. new ways to achieve quality, environmental and
productivity improvements,” Solley says. “We've
targeted the industries where we have an established position and an acknowledged
expertise. When we get our vaives digitally communicating with PROVOX, and
PROVOX is integrated with other systems in the plant, it will be possible to access
data as never before, This will open new horizons for our customers.”

Fisher looks to these new horizons as the catalyst for achieving its financial
goals, “We're currently feeling the effects of the recession,” Solley says, “but we've
taken actions that aliow us to manage our assets better. When the economy grows
stronger, well be back on track to meet the corporate objective for return on equity.”
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MANAGEMENT REPORT

Monsanto Company management is responsible for
the fair presentation and consistency of all financial data
included in this Annual Report in accordance with generally
accepted accounting principles. Where necessary, the data
reflect management’s best estimates and judgments.

Management also is responsible for maintaining a sys-
tem of internal accounting controls with the objectives of
providing reasonable assurance that Monsanto’s assets are
safeguarded against material loss from unauthorized use or
disposition and that authorized transactions are properly
recorded to permit the preparation of accurate financial
data. Cost-benefit judgments are an important consideration
in this regard. The effectiveness of internal controls is main-
tained by: personnel selection and training; division of

AUDIT COMMITTEE REPORT

responsibilities; establishment and communication of poli-
cies; and ongoing internal review programs and audits.
Management believes that Monsanto’s system of internal
accounting controls as of December 31, 1991, is effective
and adequate to accomplish the above described objectives.

Ve

Richard J. Mahoney
Chairman and
Chief Executive Officer

M
Francis A. Stroble

Senior Vice President and
Chief Financial Officer

February 28, 1992

The Audit Committee is composed of five non-
employee members of the Board of Directors and met four
times in 1991. It reviews and monitors Monsanto’s internal
accounting controls, financial reports, accounting practices
and the scope and effectiveness of the audits performed
by the independent auditors and internal auditors. The
Committee also recommends to the full Board of Directors
the appointment of Monsanto’s principal independent audi-
tors and approves in advance all significant audit and non-
audit services provided by such auditors. As ratified by
shareowner vote at the 1991 annual meeting, Deloitte &
Touche were appointed as independent auditors to examine,
and express an opinion as to the fair presentation of, the
consolidated financial statements. This opinion follows.

The Audit Committee discusses audit and financial
reporting matters with representatives of the Company’s
financial management, its internal auditors and Deloitte &
Touche. The internal auditors and Deloitte & Touche meet

a2

with the Committee, with and without management represent-
atives present, to discuss the results of their examinations,
the adequacy of Monsanto’s internal accounting controls
and the quality of financial reporting. The Committee
encourages the internal auditors and Deloitte & Touche
to communicate directly with the Committee.

The Audit Committee has reviewed the financial section
of this Annual Report. Pursuant to the recommendation of
the Committee, the Board of Directors has approved the
financial section.

Buck Mickel f

Chairman, Audit Committee

February 28, 1992
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INDEPENDENT AUDITORS' OPINION

To the Shareowners of Monsanto Company:

We have audited the accompanying statement of
consolidated financial position of Monsanto Company and
Subsidiaries as of December 31, 1991 and 1990, and the
related statements of consolidated income, shareowners’
equity and cash flow for each of the three years in the
period ended December 31, 1991. These financial state-
ments are the responsibility of the Company’s management.
Qur responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made

199t ANNUAL REPORT

by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements
present fairly in all material respects the financial position of |
Monsanto Company and Subsidiaries at December 31, 1991
and 1990, and the results of their operations and their cash
flows for each of the three years in the period ended
December 31, 1991, in conformity with generally accepted
accounting principles.

Lt & TPucdy

Deloitte & Touche
St. Louis, Missouri

February 28, 1992
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STATEMENT OF CONSOLIDATED INCOME

(Dollars in millions, except per share) 1991 1990 1989
Net Sales §8,864 $8,995 $8,681
Cost of goods sold 5,125 5,366 5,035
Gross Profit 3,739 3,629 3,646
Marketing expenses 1,195 1,270 1,154
Administrative expenses 578 523 516
Technological expenses 711 692 672
Amortization of intangible assets 239 235 226
Restructuring expense — net 446

Operating Income 570 909 1,078
Interest expense (169) (179) (182)
Interest income 65 52 57
Other income (expense) — net (24) 27 62
Income Before Income Taxes 442 809 1,015
Income taxes 146 263 336
Net Income § 296 § 546 $ 679
Earnings per Share § 2.33 $ 4.23 $ 5.01
The above statemen showid be read in conjunction with pages 44 through 49 of this report.

KEY FINANCIAL STATISTICS 1991 1990 1989
Percent Change From Prior Year:

Net Sales (1)% 4% 5%
Gross Profit 3 — 10
Operating Income 3n (16) 13
Net Income (46) 20) 15
Earnings per Share (45) (16) 21
As a Percent of Net Sales:

Gross Profit 42 40 42
Marketing, Administrative and Technological Expenses 28 28 27
Research and Development Expenses 7 7 7
Operating Income 6 10 12
Net Income 3 6 8
Effective Income Tax Rate 33 33 33
Return on Shareowners’ Equity 7.6 13.6 17.6
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REVIEW OF CONSOLIDATED RESULTS OF OPERATIONS

MONSANTO OPERATING RESULTS WERE
REASONABLY STRONG

In 1991, Monsanto’s operating performance was rea-
sonably strong considering the depressed economic climate
in several of Monsanto’s major markets. Strong performance
by most of Monsanto's key products and a continued focus on
strategic strengths were the hallmarks in 1991. Monsanto’s
performance is now far less dependent on economic conditions
than in the early 1980s due to the change in the business
portfolio mix.

RESTRUCTURING AFFECTS 1981
FINANCIAL RESULTS

In October 1990 and June 1991, the Board of Directors
approved restructuring steps to strengthen the Agricultural
Products, Chemicals and Fisher Controls units and the
corporate staff for the future. Net income for 1991 declined
46 percent because of the $325 million, $2.54 per share, after-
tax restructuring charge. This charge, principally affecting
the Chemicals unit, was recorded for the shutdown and con-
solidation of various facilities, reductions in employment, and
the sale of certain businesses that are not consistent with
Monsanto’s long-term strategic goals. Earnings per share
were 45 percent lower in 1991.

NET SALES WERE SECOND-BEST IN HISTORY

Despite the decision to dispose of various non-strategic
businesses, the lack of economic recovery in the United
States and a slowdown in the European economy, net sales
for 1991 were down only slightly from that of the prior year
and still were the second-best in Monsanto’s history. Modest
sales volume growth in continuing businesses was more
than offset by the lack of sales for businesses divested or
planned for divestment. Average selling prices were mar-
ginally lower than those in 1990. Net sales in markets out-
side the United States represented 42 pércent of Monsanto’s
total net sales in 1991.

Net sales for Pharmaceuticals, Agricultural Products
and NutraSweet increased, while net sales for Fisher Controls
were about the same as in the prior year. Net sales for
Chemicals declined. Pharmaceuticals net sales growth
was led by the Calan family of calcium channel blockers, up
9 percent; Cytotec ulcer preventive drug, up 35 percent; and
Canderel tabletop sweetener, which is made with NutraSweet

1991 ANNUAL REPORT

brand sweetener, up 11 percent. Net sales for Agricultural
Products grew as weather conditions improved in most key
markets. In addition, 1991 strategic price reductions in certain
countries for Roundup gtyphosate-based herbicide generated
higher sales volume. Glyphosate sales volume increased
17 percent worldwide. NutraSweet’s sales volume increased
5 percent, while selling prices decreased. Fisher Controls
experienced lower 1991 sales volume; however, this decline
was compensated for by higher average selling prices.
Chemicals net sales for 1991 were lower as a result of dis-
continued product lines and lower demand caused by the
depressed North American automotive industry, the delayed
U.S. economic recovery and a slowdown in the European
economy.

OPERATING RESULTS MIXED

Operating income declined 37 percent in 1991. How-
ever, excluding the $446 million pretax restructuring charge,
operating income would have increased about 12 percent.
Operating results in 1991 were helped by lower raw material
costs and improved sales volume and mix from continuing
products. The effect of Chemicals lower manufacturing capac-
ity utilization reduced earnings when compared with 1990.

Agricultural Products and Pharmaceuticals operating
income increased in 1991, while operating results declined
for Chemicals, Fisher Controls and NutraSweet. Agricultural
Products operating income benefited from higher sales
volume, lower manufacturing costs and cost savings from
restructuring actions implemented in late 1990. Operating
income for Pharmaceuticals increased in 1991, primarily
because of strong volume growth in key products, higher
average selling prices and gains from the divestiture of non-
strategic product rights. The profit improvement was
partiaily offset by the December 1990 divestiture of several
consumer products to a third party under a prior agreement.
Chemicals incurred an operating loss compared with operat-
ing income in 1990, because of its restructuring expense.
Operating results for Chemicals were helped by lower petro-
chemical-based raw material costs and hurt by the effect of
lower sales volume, lower selling prices, and lower manufac-
turing capacity utilization. NutraSweet operating income
benefited from higher sales volume, but was adversely affected
by lower selling prices.
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REVIEW OF CONSOLIDATED RESULTS OF OPERATIONS

(continued)

Fisher Controls reported its second-best year; however,
operating income was down because of recessionary pressures
on volume and a shift in product mix.

Marketing expenses decreased 6 percent in 1991,
because of lower advertising and promotional expenses.
Administrative expenses increased in 1991, in part because
of higher 1991 incentive compensation.

“Other income (expense) — net” in 1991 decreased,
principally because the prior year included higher gains
from divestitures.

PRINCIPAL FINANCIAL TARGET
REMAINS 20 PERCENT RETURN ON
SHAREOWNERS' EQUITY

Management’s principal financial target is to reach
and sustain a 20 percent return on shareowners’ equity
(ROE). Although the 1991 restructuring charge resulted
in ROE declining to 7.6 percent in 1991 from 13.6 percent
in 1990, management believes the target is appropriate.

PRODUCT DEVELOPMENT AND
COMMERCIALIZATION ARE TOP PRIORITY

New product development and commercialization con-
tinue to be the most important strategic priority for Monsanto.
Research and development expenditures were $627 million
in 1991, 7 percent of net sales, a level that reflects manage-
ment’s strong, long-term commitment to research and
development. A major investment continues to be the dis-
covery and development of pharmaceutical and agricuitural
products. Research in existing product technology and new
applications also continues across all business units.
University collaborations and product licensing are an inte-
gral part of Monsanto’s research program. The result is that
Monsanto has many potential products in the research and
development pipeline, several of which should be commer-
cialized over the next few years.

PRIOR YEAR REVIEW

Net income in 1990 declined 20 percent and earnings
per share decreased 16 percent compared with that of 1989.
The decline in net income was caused by dramatically
higher costs for petrochemical-based raw materials during
the latter part of the year, extreme weather conditions in
key world agricultural markets and, to a lesser extent, de-
pressed automotive and construction industries in North
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America. However, Pharmaceuticals, Fisher Controls and
NutraSweet had record performances in 1980. Although
benefiting from Monsanto’s treasury stock purchase program,
ROE was lower than that of 1989.

Net sales in 1990 of $9 billion, up 4 percent from 1989,
were the highest in Monsanto’s history. Sales volume in-
creased 2 percent. The selling price increase was entirely
due to the effect of translating non-U.S. dollar denominated
sales into a generally weaker U.S. dollar. Net sales in markets
outside the United States continued to be significant, 42 per-
cent of Monsanto’s 1990 total net sales.

Monsanto’s worldwide sales growth was led by
Pharmaceuticals. Net sales of the Calan family of calcium
channel blockers grew 28 percent, and net sales of Cytotec
ulcer preventive drug grew 52 percent. Fisher Controls net
sales increased with higher selling prices and sales volume.
Sales volume of NutraSweet increased, while average selling
prices decreased. Sales volumes of Agricultural Products were
hurt by adverse weather conditions. In addition, selling price
reductions for Roundup glyphosate-based herbicide were
implemented, principally in Europe. Despite the effect of
adverse weather conditions, worldwide sales volume of
Roundup was slightly above that of 1989. Chemicals net sales
were about level with the prior year. Chemicals benefited
from continued strong European business, but was hurt by
lower demand caused by the depressed North American
automotive and construction industries.

Operating income declined 16 percent in 1990.
Operating resuits were helped by improvements in sales
volume and mix. However, higher raw material and other
manufacturing costs, the effect of lower manufacturing
capacity utilization and a 10 percent increase in marketing
expenses reduced earnings compared with those of 1989.
The higher marketing expenses were concentrated on
NutraSweet's Simplesse all natural fat substitute and Simple
Pleasures frozen dairy dessert and on Pharmaceuticals
product launches.

Agricultural Products operating income declined, as
the modest sales volume growth in glyphosate herbicides
did not compensate for the reduction in selling prices for
those products. In addition, Agricultural Products operating
income was hurt by the effect of low use of new manufactur-
ing capacity and higher raw material costs. Chemicals
operating income was hurt by increased costs of petroleumn-
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based raw materials, lower sales volume and the effect of
lower manufacturing capacity utilization. Pharmaceuticals
operating income improved primarily as a result of con-
tinued sales volume growth. Fisher Controls operating
income surged 48 percent as a result of selling price
improvements, strong customer demand and improved
production turnaround of booked orders. NutraSweet
operating income increased slightly, as the benefit of
higher sales volume was reduced by costs associated with

ANALYSIS OF CHANGE IN EARNINGS PER
SHARE — BETTER (WORSE)

1991 vs. 1990 vs.
1990 1989
Sales-Related Factors: :
Selling prices $(0.19) $ 0.72®
Sales volume and mix 0.43 0.77
Total Sales-Related Factors 0.24 149
Cost-Related Factors:
Raw material costs 0.98 ©.57
Manufacturing capacity utilization  (0.26) (0.38)
Other manufacturing costs (0.02) 0.74)
Marketing, administrative
and technological expenses (0.24) 0.70)
Total Cost-Related Factors 0.46 2.39)
Other Factors:
Restructuring — net (2.54)
Divestitures (0.18) 0.11
Total Other Factors (2.72) 0.11
Operating Income (2.02) 0.79)
Interest expense 0.05 0.02
Interest income 0.06 0.02)
Other income (expense) — net (0.25) .17
Change in income taxes 0.22 (0.03)
Change in shares outstanding 0.04 0.21
Change in Earnings per Share 8 (1.90) $(0.78)

D tncrease was entirely due to the cffect of transiating son-U.S. dollar
denominated sales into a gemerally wecker U.S. dodar.
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new product introductions and lower average selling prices.
“Other income (expense) — net” decreased in 1990,
due primarily to higher 1990 currency losses and higher
losses from affiliated companies in which Monsanto does
not have management control. Gains from divestitures in
1990 were comparable to those of the prior year. A $45 million
pretax gain — $31 million aftertax, or $0.24 per share —
was realized on the sale of certain assets of a Monsanto
joint venture in Japan, the principal divestiture in 1990.

SALES VOLUME INDEX (1986 - 1.0)

1991 _

1990 NI

1988 _ : ' g
10¢ 1.1 1.2 ¢ 13 14 15

SELLING PRICE INDEX (1986 = 1.0)

1881 —
1890 _
1988 — :

1.08 1.10

100 1.0 1.04 1.08

RAW MATERIAL COST INDEX (1986 = 1.0)

1881 —

1890 _

1989 — : : E
1.0 118 121 1.3 1.4 1.5
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OPERATING UNIT SEGMENT DATA

Operating Research

Net Sales Income (Loss) and Development

‘ 1991 1990 1989 1991 1990 1989 1991 1990 1989
- Agricultural Products $1,711 81,676 S1,717 §400 8327 $ 432 $140 $151 S162
Chemicals 3,740 4,035 4,065 (154) 297 497 103 115 14
Fisher Controls 928 927 852 84 95 64 17 17 17
NutraSweet 954 933 869 173 183 180 41 41 39
Pharmaceuticals 1,531 1424 1,178 170 93 6 259 228 218
Biotechnology Product Discovery 67 (B2 4n 57 52 47
Corporate 46 (G4 (69 8 8 11
Total $8,864 $8,995 $8,681 $570 $909 $1,078 $627 S612 $598
Capital Depreciation

Total Assets Expenditures and Amortization

1991 1990 1989 1991 1990 1989 1991 1990 1989

Agricultural Products $1,592 $1,668 $1,489 $93 S134 $ 148 $104 $124 S$106
Chemicals 3,162 3,163 2,993 300 340 300 272 260 247
Fisher Controls 631 647 634 37 39 29 37 35 31
NutraSweet 1,155 1296 1,344 58 113 49 233 218 215
Pharmaceuticals 2,342 2,085 13814 96 112 71 94 87 79
Biotechnology Product Discovery 51 59 4 5 8 6 9 13 10
Corporate 294 318 276 2 4 4 2 2 2
Total $9,227 $9,236 $8,604 8591 $750 $ 607 §751 §$739 $690
WQperating income in 1991 was affected by the restruc- . Sales between operating units were not significant. Cer-
turing program as follows: tain corporate expenses, primarily those related to the overall

Income (Expens management of Monsanto, were not allocated to the operating
) units or geographic areas. Corporate assets principally include

Operating Unit certain miscellaneous receivables and investments.
Agricultural Products 8§ 30
Chemicals (478) 1891 NET SBALES (Percent by operating usit)
Fisher Controls 7
Corporate (5)  42% Chemicais
Total § (446) 1% A

Although inflation is relatively low in most of
Monsanto’s major markets, it continues to affect operating  17% Pharmaceuticais
results. To mitigate the effect of inflation, Monsanto has
implemented measures to manage working capital, control 11% Fisher Controis
costs, improve productivity and raise selling prices where
government regulations and competitive conditions permit. 17 NrEOweet
In addition, it is estimated that the current cost of replacing
certain assets is greater than their historical cost presented
in the financial statements. Accordingly, the depreciation
expense reported in the Statement of Consolidated Income
would be greater if the expense were stated on a current
cost basis.

The principal factors that accounted for the operating
units’ performance in 1991 and 1990, along with the factors
that are expected to affect operating results in the near term,
are described on the following pages.
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AGRICULTURAL PRODUCTS

1991 1990 1989

Net Sales:
Crop chemicals 81,551 $1508 $1,558
Animal feed ingredients 160 168 159
Total $1,711 $1,676 $1,717
Operating Income 400 327 432

The Agricuitural Products operating unit is a leading
worldwide producer and marketer of herbicides, including
Roundup, Lasso, Far-Go, Avadex and Machete herbicides.
More than half of the unit's herbicide net sales are made
to markets outside the United States. Weather conditions
in the agricultural markets throughout the world affect
sales volume.

AGRICULTURAL PRODUCTS NET SALES (Dollars in millions)

1991
1980 N —————
1989 I

o a0 800: 1200 180!
Bus 1 Europe B Rest of World

During 1990 and 1991, the Agricultural Products unit
was restructured. The restructuring included the reorgani-
zation of the operating unit along product lines and the deci-
sion to sell the animal feed ingredients business. Reductions
in employment also occurred through an early retirement
incentive and other programs. Restructuring costs of
$108 million were deferred in 1990 and expensed in 1991
when the animal feed ingredients business was sold ata
gain, which exceeded the deferred restructuring costs.
An overall pretax gain of $30 million resulted from the
Agricultural Products restructuring and is included in 1991
operating income. Operating income for the subsequently
divested animal feed ingredients business was $30 million,
$30 million and $26 million for 1991-1989, respectively.

Agricultural Products operating income grew sub-
stantially in 1991, as weather conditions improved in certain
key country markets. Lower raw material and other manu-
facturing costs, along with cost savings resulting from the
restructuring, also helped to improve operating income. Net
sales in 1991 increased 2 percent, while operating income
improved 22 percent. Excluding the restructuring gain,
operating income would have increased about 13 percent
from 1990, The principal factors for the change in operating
income were:

2,000}

1991 ANNUAL REPORT

1991 vs, 1990

Better (Worse)

Selling prices $ 31
Sales volume and mix 48
Raw material and other manufacturing costs 53
Restructuring 30
Divestitures (38)
Other 11
Change in operating income § 73

Despite a poor farm economy in Australia, Southeast
Asia and Canada and poor weather in Australia and, in the
second half of 1991, Western Europe, worldwide sales
volume of glyphosate herbicide increased 17 percent, bene-
fiting from improved weather conditions in the United
States and certain other key country markets. Reductions
in selling prices, principally in the United States, on most
glyphosate products and new formulations continued to
benefit glyphosate sales volume by making the herbicide
cost-effective for weed control for a broader range of crop,
industrial and residential uses.

Profitability on Lasso herbicide increased significantly
because of the combination of improved cost management
and a selling price increase, partially offset by a decrease in
sales volume. Market share for Lasso herbicide declined
slightly during 1991,

Net sales and profitability of Avadex herbicide
decreased in 1991 due primarily to the poor farm economy
in Canada.

Total manufacturing capacity utilization for
Agricultural Products was 61 percent and 60 percent in
1991 and 1990, respectively.

Biotechnology-produced bovine somatotropin (BST),
a naturally occurring protein that has been shown in
research studies to enhance the efficiency of milk produc-
tion in dairy cows, is awaiting approval by the U.S. Food
and Drug Administration (FDA). Expenditures for BST,
while slightly less than those in the prior year, continued to
affect financial results adversely.

In 1990, Agricultural Products net sales and operating
income decreased 2 percent and 24 percent, respectively,
as compared with that of 1989. Droughts in Europe and
California, extremely wet weather in the southern United
States, and a freeze in Florida that damaged the citrus crop
combined to limit the growth in 1990 sales volume of
glyphosate herbicides to a modest increase. Operating
income in 1990 declined, because the sales volume growth
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OPERATING UNIT SEGMENT DATA (continued)

in glyphosate herbicide did not compensate for the ongoing
selling price reductions for this product. In addition, operat-
ing income was hurt by the effect of low use of expanded
plant capacity and higher raw material costs.

Net sales for Lasso herbicide decreased 5 percent in
1990. Selling prices increased for Lasso herbicide, but sales
volume declined 13 percent. Sales volume of Lasso declined
because of a shift in the timing of customer purchases and’
a slight drop in market share. Net sales of Avadex herbicide
decreased 17 percent in 1990 because of adverse weather in
North America, a poor farm economy in Canada and poor
economtic conditions in the former Soviet Union.

OUTLOOK AGRICULTURAL PRODUCTS

Patenis protecting ehphosate horbiode i

ot~ vountrics expired during 199 while compound

per e patent protection for the active inztediont in
LBonmdup haorbicids continue < i the aitcd Stan < jute
the vear 2000, Managemont ospots that continned
strategic soling price noductions wilb continae vein
erease demand for ghophosatn orbiondse aed manu
facturing proce ss patents that are important to
Mumsants's cost position will ioaintain s compot
tve position aftor the ovpiration of the sothor potonts.

Aericubtueal Produe s fos o sicnificant nomber
of new products inthe vescarch amd dhoscdopa ot
pipeline and seme that asc carnreativ in the il
stz s of commuicializaten, e Boas contina s o
be o g number of Chomical sod Bioto imn!n;\
related products, Tn 1991, Dimension Tuddacide oy
the cTective vontrol of crabziass, roevived ronala
tory approval for sale in the Batod Statoss b adids
tion, scoveral new products Tor wood controlin nad
andd rice production roccived regolaton approval tor
sithe i Lapan, Those nowh approved products an
hased on dithiopyvr coonpound o Mensonte’s
new pyridine chiss o proeprictany chanistng ]

BSE will bave ~izpificmt value to tho dain
industry throuch dncdaction of mill production
eosts, bt it continmes toomect opposition Toom cer
toin wronps. BN has beon approved i dight coun
trics. but uotver i the Uoitcd Statos, Management
Bebov < BSEwilt be approved in the Uaitod Stares,
Howeovor, b U scapproval is not rcccived, aomaterial
huaree o carnings coulid resalt, Monsante is canting
ing o nnuntan the technieal and commoeraal capabil
ics nevdod B secure recolinony approvals and 1o
Lnmeh the product.
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CHEMICALS
1991 1990 1989
Net Sales:
Fibers § 974 § 971 S 986
Performance products 648 668 644
Plastics 710 850 855
Resins 683 660 646
Rubber and process chemicals 482 530 525
Engineered products 145 137 134
Discontinued products 98 219 275
Total §3,740 $4,035 $4,065
Operating Income (Loss) (154) 297 497

The Chemicals operating unit produces a wide range
of chemicals, plastics, fibers and other products listed in the
table above. The unit’s principal strengths are nylon carpet
fiber, high-performance plastics, Saflex plastic interlayer,
detergent ingredients, phosphates and rubber chemicals.

CHEMICALS NET SALES (Dollars in millions)

1991 I —————
1990
1600 Amm———

o! 100! 2000! 3000F 4000
Bus B Europe W Rext of World
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A significant part of the restructuring approved by
Monsanto’s Board of Directors in June 1991 affected the
Chemicals unit. The restructuring steps include the shut-
down and consolidation of various facilities, the reorganiza-
tion of some businesses and the decision to dispose of
certain non-strategic businesses.

Reductions in employment also occurred through
an early retirement incentive and other programs. A pretax
restructuring charge of $478 million resulted in the 1991
operating loss for Chemicals. Net sales in the table above
have been restated to conform to the new organizational
structure.

Chemicals net sales for 1991 were 7 percent below
1990, principally as a result of discontinued product lines
and lower sales volumes of continuing businesses. An
analysis of the change in operating income is provided on
the following page:
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1991 vs. 1990

Better (Worse)
Selling prices $ (33)
Sales volume and mix (30)
Manufacturing capacity utilization (52)
Raw material costs 181
Restructuring (478)
Other 39
Change in operating income 3 (451)

Sales volumes of continuing businesses in 1991 were
down, a reflection of the lack of U.S. economic recovery, the
lowest North American automotive production level since
1983, and the slowdown in the European economy. Raw
material costs were lower in 1991 following the resolution
of the Middle East crisis. The cost of petrochemical-based
raw materials had temporarily escalated because of the
Middle East crisis during the latter part of 1990. Cost con-
tainment programs also benefited operating income in 1991.
Capacity utilization, an important factor for Chemicals prof-
itability, was 75 percent in 1991, versus 78 percent in 1990.

Fibers net sales in 1991 were about the same as those
of 1990 despite a slowdown in the North American housing
market and lower selling prices. This strong performance
is primarily due to increased sales of Acrilan acrylic fiber.
Fibers profitability benefited from reductions in the cost of
raw materials.

Performance products net sales were below those of
the prior year, principally due to the weak U.S, economy.
However, detergent ingredient sales benefited from the
introduction of new concentrated laundry detergents by
customers.

Plastics net sales in 1991 were below those of 1990.
However, worldwide profitability of plastics improved
year-to-year as a result of lower raw material prices. Sales
volumes and prices were lower in 1991, principally in North
America and Europe. In December 1990, the thermo-
plastic elastomer business, which had net sales in 1990 of
$96 million, was merged with Exxon Chemical Company’s
elastomer concentrates business. Monsanto’s share of the
operating results of this joint venture (called Advanced
Elastomer Systems, L.P.) is reported in “Other income
(expense) — net” in the Statement of Consolidated Income,
and it is excluded from Chemicals operating income.

1991 ANNUAL REPORT

Sales volume of Saflex plastic interlayer, the largest
resin product, increased in 1991 reflecting the global nature
of the business. Sales volume in North America declined
because of the low automotive production level and weakness
in the construction industry.

Rubber chemicals net sales were affected by the
depressed North American and European economies and
the turmoil in the former Soviet Union. Rubber chemicals
benefited from lower raw material costs in 1991.

In 1990, Chemicals net sales were essentially level
with those of the prior year, but operating income was down
40 percent from 1989's record performance. Net sales were
adversely affected by the soft automotive and commercial
construction sectors of the North American economy.
Chemicals net sales in Europe and Asia-Pacific remained
strong. The effect of translating non-U.S. doflar denominated
sales into a generally weaker U.S. dollar increased net
sales $100 million.

Operating income in 1990 was hurt by significant in-
creases in the cost of petrochemical-based raw materials
during the latter part of 1990, which occurred because the
crisis in the Middle East caused the rapid escalation of
world oil prices. To a lesser extent, operating income was
hurt by lower sales demand for plastics and resins used in
the North American automotive industry, and for plastics,
resins and fibers used in the construction industry. Average
raw material costs increased about 6 percent during 1990.
The lower customer demand resulted in reduced manufac-
turing capacity utilization. Operating profit margin declined
to 7 percent, compared with 12 percent in 1989.

QuUTLOOK CHEMICALS
Chemicals cutlook for 1992 15 dillieult o pre

dict primuinhy becatse of the slow LS ecanomice

recovony, the rebative low North Wmerican auto
motive production Tevcand the slowdown in the
Panopican coononn, Continaed Lich of consumey
condidunce vouhd hindvr a solud recovery in
Cheomicals, Maintaimme ma ket shade for siratogic
procdin bsgnath zood cost positions and new product
dovclopment amd cnlueemont will continue as o
Tontis of Chomivals, otive manazoment of cindron

montab complianes wetivities is aomajor focas,
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OPERATING UNIT

SEGMENT DATA (continxed)

FISHER CONTROLS

1991 1990 1989

Net Sales:
Final control systems $510 $490 $436
Instrumentation 197 222 208
Other 221 215 208
Total $928 $927 §852
Operating Income 84 95 64

Fisher Controls is a leading worldwide producer of
process control equipment, which includes industrial valves
and regulators, PROVOX electronic process control instru-
mentation, and service and repair operations.

FISHER CONTROLS NET SALES (Dollars ix millions)

1961 | ———————
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During 1991, Fisher Controls divested its Permea gas
separations systems business as a part of a restructuring of
the unit. A pretax gain of $7 million resulted from the over-
all Fisher Controls restructuring and is included in 1991
operating income. An analysis of the change in operating
income is provided below:

1991 vs. 1990
Better (Worse)
Selling prices $ 32
Sales volume and mix 37
Restructuring 7
Other (13)
Change in operating income $(11)
32

Fisher Controls net sales in 1991 were essentially the
same as the prior year. However, the impact of the recession
became pronounced in the second half of the year and re-
sulted in operating income declining 12 percent, Excluding
the restructuring gain, operating income declined 19 percent
from that of 1990. A modest decline in sales volume, a shift
in sales mix and higher manufacturing costs combined to
more than offset the benefit of higher 1991 selling prices.
Final control systems net sales were up 4 percent, while
instrumentation net sales fell 11 percent. The effects of the
North American recession on capital goods spending, com-
bined with a weakening European economy, adversely
affected 1991 results.

In 1990, Fisher Controls recorded a strong perfor-
mance. Operating income rose 48 percent on net sales
growth of 9 percent. Selling price improvements, strong
customer demand in the process industries and improved
production turnaround of booked orders contributed to this
growth. Final control systems net sales were up 12 percent,
and instrumentation net sales were up 7 percent compared
with those of 1989.

OUTLOOK - FISHER CONTROLS

Fisher Controls husiness is primarily depen-
dent on worldwide capital expenditures i major
provess industrics, such as chemical, ol and gas,
power,and pulpand paper. The speading in these
mathets tpically Taes the goneral ceonomy by sin
o nine months, s result, Pisher Controls expent-
ciccd ade b cd stowdown in incoming orders in 1991
dirceth attributable o the continaed North \merican
rovession and the slwdown in Furope. lthough
the hacklog of orders entering 1992 55 higher than

avear carlier, 1992 perfornmee will depend upon

the specd at which the ¢eonomy recovers,
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NUTRASWEET

1991 1990 1989

Net Sales $954 3933 3869
Operating Income 173 183 180

The NutraSweet Company manufactures and markets
NutraSweet brand sweetener, which is sold worldwide;
Equal tabletop sweetener, which is sold in the United
States; Simplesse all natural fat substitute; and Simple
Pleasures frozen dairy dessert. Sales of NutraSweet brand
sweetener in the European market are made by a 50 percent-
owned European joint venture and therefore are not
included in NutraSweet net sales and operating income.
NutraSweet’s share of the European joint venture’s earnings
are reflected in “Other income (expense) — net” in the
Statement of Consolidated Income. More than 90 percent
of NutraSweet net sales were in the U.S. market.

NutraSweet net sales in 1991 increased 2 percent from
1990, while operating income fell 5 percent. The effect of
5 percent higher sales volume was partially offset by the
lower selling prices. Operating income was reduced by
the one-time costs of $10 million associated with various
reorganizing actions taken during 1991. An analysis of the
change in operating income is provided below:

1991 vs. 1990

Better (Worse)

Sales volume and mix § 29
Other (39)
Change in operating income $ (10)

In 1990, net sales were up 7 percent, and operating
income grew 2 percent compared with 1989. The higher
operating income from a 14 percent sales volume increase
for NutraSweet was mostly negated by lower selling prices
and launch costs associated with Simplesse all natural fat
substitute and Simple Pleasures frozen dairy dessert.
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OQUTLOOK NUTRASWEET
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OPERATING UNIT SEGMENT DATA (continued

PHARMACEUTICALS

1991 1990 1989
Net Sales $1,531 S$1424 $1,178
Operating [ncome 170 93 6

Searle is a research-based, worldwide pharmaceutical
business concentrating on drugs for the treatment of cardio-
vascular, gastrointestinal, immuno-inflammatory, central
nervous system and infectious diseases.

PHARMACEUTICALS NET SALES (Dollars in millioxns)
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Pharmaceuticals net sales increased 8 percent in 1991
when compared to 1990. The improvement reflected con-
tinued growth for Cytotec ulcer preventive drug, the Calas
family of calcium channel blockers for hypertension and
angina, and Canderel tabletop sweetener (which is marketed
by Searle outside the United States and by NutraSweet in
the United States under the brand name Equal), as well as
higher selling prices. Net sales for Calas, sold primarily in
the North American market, were $508 million, 9 percent
higher than 1990 sales. Worldwide sales for Cytotec were
$123 million, up 35 percent from 1990. Net sales of Canderel
outside the United States were $147 million in 1991, up
11 percent from 1990. Comparisons to 1990 also were
affected by the December 1990 divestiture of most of
Searle’s consumer products business outside the United
States to a third party, under the terms of a 1985 agreement
related to the Company’s acquisition of Searle. Sales of
these consumer products were $52 million in 1990.

Pharmaceuticals continued to make dramatic gains in
operating results in 1991, bolstered principally by continued
sales growth. Operating income in 1991 also benefited from
the sale of certain non-strategic product rights.

Pharmaceuticals operating income increased 83 percent
in 1991. The principal factors for the change in operating
income were:

1991 vs. 1990
Better (Worse)
Selling prices $ 25
Sales volume and mix" 79
Marketing, administrative and

technological expenses (20)
Other N
Change in operating income $ 77

@ nciudes $36 million income for higher 1991 product rights sales and an
approsimats $30 million reduction in earmings associated with consumer
products transferred to a third party at the end of 1990.

In 1991, Pharmaceuticals net sales and operating
income increased in the United States, principally because
of sales growth of Cytotec ulcer preventive drug and the
Calan family of calcium channel blockers for hypertension
and angina. Net sales for Calan, Cytotec and other products
in the United States were reduced by $30 million for
rebates to state Medicaid programs mandated under
the 1990 Omnibus Budget Reconciliation Act. In Europe,
Pharmaceuticals net sales and operating income were
level with the prior year, as the transfer of certain con-
sumer products to a third party noted earlier offset sales
volume increases.

Improved participation in the Japanese pharmaceuti-
cals market has been and continues to be an important
focus for Searle. Toward that end, Searle increased its own-
ership interest in its Japanese subsidiary in 1990 and, in
September 1991, purchased 12.25 percent of the shares of
Hokuriku Seiyaku Co. Ltd., a Japanese pharmaceuticals
firm. Searle also acquired, in 1991, its partner’s interest in
a French joint venture.

Pharmaceuticals continues to invest significantly in
research and development (R&D). Pharmaceuticals R&D
expenditures were 17 percent and 16 percent of the unit's
net sales in 1991 and 1999, respectively. This spending
level demonstrates the commitment to product discovery
and development that is aimed at securing sound long-term
financial performance for Pharmaceuticals.
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Pharmaceuticals net sales were up 21 percent in 1980
as compared with that of the prior year. Sales volume
improved about 15 percent. Net sales for Calan increased
28 percent, to $467 million, reflecting the strong demand
for the 180-milligram dose introduced in 1990. Worldwide
sales for Cytotec ulcer preventive drug were $91 million, up
52 percent from 1989. Kerlone, a new beta blocker for the
treatment of high blood pressure, was launched in the
United States. In addition, net sales in 1990 included full-year
results for a German pharmaceuticals company acquired
in October 1989. This acquisition increased year-to-year
Pharmaceuticals net sales $58 million in 1990. Sales in 1990
of Canderel tabletop sweetener outside the United States
were $132 million, up 18 percent from 1989.

Pharmaceuticals operating income reached $93 million
in 1990, compared with $6 million in 1989, driven principally
by the increased sales level. The 1990 sale of non-strategic
product lines in Italy and France contributed to the gain in
operating income. Costs were incurred for the launch of
Kerlone and other product development activities.

OUTLOOK - PHARMACEUTICALS
Calun participates in an increasingly compet-

iive market for antihspertensive drugs character-
ized by Froquent new product introductions and the
potential for generic competition. This increased
competition could adverseh affect the future sales
and profits of Calan. Scarle is developing a formula-
tion of Calan with proprictan dolaved release teeh-
nology that could further enbance the products
competitive position.

In 1991, Scarle lwnched Yavaguin, thie first
once-a-day anti-infective drug in the quinolone class,
in Meaico, Portugal and Venezuela. In addition,
Maxaquin was approved by regulaton authonitios in
six other countries in 1991 and in the United States
in the first quarter of 1992, s awaiting approval
in Canada and some European marka s, Other new
products are.expected o emerge inthe near erm
from Searle’s developmental pipeline, including a
new product for the treatment of arthritis called
Arthrotee. Arthrotee is o combination of Scarle’s
Ciytolee uleer preventive drug and diclofenae, the

OUTLOOK PHARMACEUTICALS .« ..
wardd’s bostselling arthritis modication. trthrotee is

tredd

pending regulators approval in Canada and major
Furopean markets, Unbien, the first ol i new cliss
of sleeping aids, and oxaprozin, a non-sternidal

anti-inflammatory drug, are pending approval by

the 1S, Foad and Drag \dmmistration, tmbien is
also anaiting regulitory approval in Canada and
the {nited Ringdom.

Products currently in various stages of scien-
tfic dovelopment include products o treat abnormal
heart rhythms: pain: anxicty disorders; \lzheimer's
disease and age-associed memon impairment;
peoriasis and ulecrative eolitisg thrombosis;
acquired immune deficiency ssndrome (AIDS)
and other viral discases, A collaborative discovery
program with Washington University in St Louis
continues, cncompassing amost 10 research pro-
jevis. Another collaboration with Oxford University
in the United Kingdom is pursuing a newly emerg-
ing technology related o the role of bady sugars in

hiological processes, This technology could help to
unlock the mechanisms of many discases.

1991 ANNUAL REPORT

BIOTECHNOLOGY PRODUCT DISCOVERY

The mission of Biotechnology Product Discovery is to
generate a continuous pipeline of proprietary product oppor-
tunities and new technologies essential to success in the
areas of human health, plant-related agriculture and chemical
products. For human health care, Monsanto applies bio-
technology to provide target proteins for the development
of novel pharmaceutical chemicals. The strategy for plant-
related agriculture is to isolate novel genes, the products
of which are expressed in genetically transformed plants
providing unique agronomic characteristics. The chemical
research programs provide novel high-performance chemi-
cals and unique approaches to manufacturing processes and
waste minimization. When product leads and new technologies
are refined and clarified, they are transferred to the operating
units for further development and commercialization.
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GEOGRAPHIC DATA

Net Sales to Operating

Unaffiliated Customers Income (Loss Total Assets

1991 1990 1989 1991 1990 1989 1991 1990 1989
United States $5636 $5685 $5,5% §$459 $639 § 721 $6,084 36348 $6,169
Europe-Africa 1,937 1995 1,800 120 235 282 2,189 2,061 1,657
Asia-Pacific 621 561 546 27 42 60 586 495 388
Canada 366 413 430 24 32 50 163 169 150
Latin America 304 341 315 (38) 17 23 215 271 254
Interarea Eliminations 24 22) 4) (304)  (426)  (290)
Corporate 46) (34 (54) 294 318 276
Total $8,864 $8995 $8,681 $9,227 $9.236 $8604

The data above are prepared on an “entity basis,”
which means that net sales, operating income and assets
of a legal entity are assigned to the geographic area where
the legal entity is located (for example, a sale from the
United States to Latin America is reported as a U.S. sale).
Interarea sales, which are sales between Monsanto locations
in different world areas, were made on a market price
basis. [nterarea sales have been excluded from the above
table and were:

1991 1990 1989

World area shipped from:
United States § 786 S 813 § 817
Europe-Africa 103 140 180
Canada 17 13 11
Latin America 5 19 35
Asia-Pacific 5 1 11
Interarea Eliminations (916)  (986) (1,054)

Total § — § — § —

Following is a reconcilation of ex-U.S. operating income
and total assets to the net income and net assets of consoli-
dated ex-U.S. subsidiaries.

1991 1990 1989

Operating income $§ 133 § 326 $ 415
Interest and other income

(expense) — net 3 (30) 30
Income taxes (52) ©n (15D
Net Income of Consolidated

Ex-U.S. Subsidiaries $§ 78 5§ 199 § 2%
Total operating assets $3,153 $2996 $2,449
Total liabilities 1,258 1,125 983
Net Assets of Consolidated

Ex-U.S. Subsidiaries 81,895 $1,871 $1466

38

$§570 $909 $1,078

The reported operating income for the individual
geographic areas does not include the full profitability
generated by sales of Monsanto products imported from
other locations, principally from the United States. Direct
export sales from the United States to non-U.S. third party
customers were $543 million, $491 million and $467 million
for 1991-1989, respectively.

Sales and operating income for the geographic seg-
ments do not include the financial results from those joint
venture companies in which Monsanto does not have
management control, the largest of which are in Latin
America and Asia-Pacific. Monsanto’s share of the income
or loss of these companies is reflected in “Other income
(expense) — net” in the Statement of Consolidated Income
(income of $2 million for Latin America and income of
$2 million for Asia-Pacific in 1991). Monsanto's share of
these unconsolidated net sales in 1991 was $136 million
for Latin America and $132 million for Asia-Pacific.

Geographic area operating income in 1991 was affected
by the restructuring program as follows:

Income (Expense)
United States $ (298)
Europe-Africa (86)
Asia-Pacific 4)
Canada (6)
Latin America 4n
Corporate 6)]
Total $ (446)
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QUARTERLY DATA

First  Second Third Fourth Total

Quarter Quarter Quarter Quarter Year
Net Sales 1991 82223 82473 82,042 82,126 $8864
1990 2,286 2,367 2,140 2,202 8,995
Gross Profit 1991 949 1,104 836 850 3,739
1990 987 1,060 801 781 3,629
Operating Income (Loss) 1991 289 (41) 184 138 570
1990 327 371 142 69 909
Net Income (Loss) 1991 166 (52) 116 66 296
1990 194 247 74 31 546
Earnings (Loss) per Share 1991 1.31 (0.42) 0.91 0.53 2.33
1990 1.47 1.90 0.59 0.27 4.23
Dividends per Share 1991 0.485 0.52 0.52 0.52 2.045
1990 0.425 0.485 0.485 0.485 1.88
Common Stock Price
1991 High 622 69 % 76 17 76
Low 46 56 64 Y2 57 Vs 46
1990 High 60 Vs 55 Vi 52 492 60 Ys
Low 51 46 2 38% 39%s 38%

Monsanto’s net income is historically higher during the net restructuring expense of $325 million. Second quarter
first half of the year primarily because of the concentration 1990 net income included a gain of $31 million resulting
of generally more profitable Agricultural Products salesin from the divestiture of certain assets of a joint venture in
the first half of the year. Japan. Fourth quarter 1990 net income included gains from

The net loss for the second quarter of 1991 included  divestitures totaling $20 million.
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STATEMENT OF CONSOLIDATED FINANCIAL POSITION

(Dollars in millions, except per share) At December 31,
Assets 1991 1990
Current Assets:
Cash and cash equivalents § 189 $ 204
Trade receivables, net of allowances of $37 in 1991 and $35 in 1990 1,594 1,498
Miscellaneous receivables and prepaid expenses 330 370
Deferred income tax benefit 249 171
Inventories 1,349 1,270
Total Current Assets 3,711 3,513
Property, Plant and Equipment:
Land 113 112
Buildings ' 1,301 1,254
Machinery and equipment 6,054 5,779
Construction-in-progress ' 434 475
Total property, plant and equipment 7,902 7,620
Less accumulated depreciation 4,540 4,128
Net Property, Plant and Equipment 3,362 3,492
Investments in Affiliates 248 248
Intangible Assets, net of accumulated amortization of $1,480 in 1991 and $1,259 in 1990 1,290 1,425
Other Assets 616 558
Total Assets $9,227 $9,236
Liabilities and Shareowners’ Equity
Current Liabilities:
Accounts payable § 579 § 584
Wages and benefits 256 237
Income and other taxes 166 95
Miscellaneous accruals 837 692
Short-term debt 337 582
Total Current Liabilities 2,175 2,190
Long-Term Debt 1,877 1,652
Deferred Income Taxes 512 640
Other Liabilities 1,009 665
Shareowners’ Equity:
Common stock (authorized, 200,000,000 shares, par value $2)

Issued 164,394,194 shares in 1991 and 1990 329 329

Additional contributed capital 726 714

Treasury stock, at cost (41,466,707 shares in 1991 and 38,616,140 shares in 1990) (1,797) (1,563)
Reserve for ESOP debt retirement (250)
Accumulated currency adjustment 187 188
Reinvested earnings . 4,459 4,421
Total Shareowners’ Equity 3,654 4,089
Total Liabilities and Shareowners’ Equity $9,227 $ 9,236

The above statement should be read in compunction with pages 44 through 49 of this report.

38 MONSANTO COMPANY AND SUBSIDIARIES

DSW 021971

e

STLCOPCB4007280




REVIEW OF CHANGES

IN FINANCIAL POSITION

FINANCIAL POSITION REMAINED STRONG

Monsanto’s financial position remained strong in 1991,
as evidenced by Monsanto’s current “A” or better debt rating.
Financial resources were adequate to support existing busi-
nesses and to fund new business opportunities.

Working capital was higher at year-end 1991 due prin-
cipally to the recession resulting in higher trade receivables
and inventories. In addition, the strong cash flow resulted in
reduced short-term debt. Accrued liabilities increased in
1991 due to the restructuring program.

Intangible assets continued to decline in 1991, due
principally to amortization of the NutraSweet aspartame
patent, which had a recorded value of $173 million at year-
end 1991. Net property, plant and equipment decreased in
1991, as $591 million of capital additions were less than
depreciation and the write-down of property divested or to
be divested under the restructuring program.

As mentioned in the Notes to Financial Statements on
pages 46 and 48, Monsanto has not yet adopted Statement
of Financial Accounting Standards (SFAS) No. 109, the new
income tax accounting standard, or SFAS No. 106, the
accounting standard for postretirement benefits other
than pensions.

Long-term debt at year-end 1991 was $225 million
higher than that of the prior year-end, mainly because of
the guarantee of the employee stock ownership plan
(ESOP) debt discussed below.

Monsanto uses financial markets worldwide for its
financing needs and has available various short- and
medium-term bank credit facilities, which are discussed in
the Notes to Financial Statements (pages 46 and 47). These
credit facilities provide the financing flexibility to take
advantage of investment opportunities that may arise and to
satisfy future funding requirements. To maintain adequate
financial flexibility and access to debt markets worldwide,

Monsanto management intends to maintain an “A” debt
rating. Important factors in establishing that rating are the
ratio of total debt to total capitalization, which was 38 percent,
and the interest coverage ratio, which was 3.2 in 1991.

In October 1991, Monsanto’s Board of Directors ap-
proved the establishment of an ESOP. In January 1992, the
ESOP purchased from Monsanto $250 million of common
stock that will be used to match employee contributions
under the Company’s existing savings and investment plan.
A more detailed description of the ESOP is provided in the
Notes to Financial Statements on pages 47 and 48.

Monsanto’s commitments and contingencies are
described in the Notes to Financial Statements on page 49.

Monsanto continually evaluates risk retention and
insurance levels for product liability, property damage and
other potential areas of risk. Monsanto devotes significant
effort to maintaining and improving safety and internal con-
trol programs, which reduce its exposure to certain risks.
Based on the cost and availability of insurance and the like-
lihood of a loss, management decides the amount of insur-
ance coverage to purchase from unaffiliated companies
and the appropriate amount of risk to retain. Since 1985,
Monsanto’s liability insurance has been on the “claims
made” policy form. Management believes that the current
levels of risk retention are appropriate and are consistent
with those of other companies in the various industries in
which Monsanto operates. Monsanto’s liquidity, financial
position and profitability are not expected to be affected
materially by the current levels of risk retention.

Monsanto’s return on shareowners’ equity (ROE) was
7.6 percent in 1991, Excluding the $325 million aftertax re-
structuring expense, ROE would have been over 15 percent.
Monsanto’s principal financial target is a sustained ROE of
20 percent or greater. The ROE and other key financial
statistics are presented in the table below.

KEY FINANCIAL STATISTICS 1991 1990 1989
Return on Shareownery’ Equity (ROE) (Net income divided by average shareowners’ equity) 7.6% 13.6% 17.6%
Working Capital (Current aseets less current liabilities) $ 1,536 $1323 $1,326
Current Ratio (Current assets divided by current lisbilities) 1.7 16 1.7
Trade Receivables — Days Sales Outstanding

(Fourth quarter trade receivables divided by fourth quarter net sales times 30 days) 67 63 61
Inventory Turnover Ratio (Cost of goods sold divided by inventory) 38 4.2 4.2
Interest Coverage (Income before interest expense and income taxes divided by total interest cost) 32 4.8 5.9
Cash Provided by Operations/Total Debt 53% 49% 52%
Total Debt/Total Capitalization™ 38% 35% 33%
W Total capitalization is the sum of short-term dei, long-serm debt and skarsowners’ squily.
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STATEMENT OF CONSOLIDATED CASH FLOW

| (Dollars in millions) 1991 1990 1989
! Increase (Decrease) in Cash and Cash Equivalents
Operating Activities:
Net income 8§ 296 $ 546 $ 679
Add income tax expense 146 263 336
Income before income taxes 442 809 1,015
Adjustments to reconcile to Cash Provided by Operations:
Income tax payments (240) (244) (294)
Items that did not use cash:
Depreciation and amortization 751 739 690
Restructuring expense — net 446
Other 41 2 26
Working capital changes that provided (used) cash:
Accounts receivable (113) (189) (131)
Inventories (144) (75) (90)
Accounts payable and accrued liabilities (40) 142 (48)
Other 5 54 an
Non-operating pretax gains from asset disposals (11) (86) (61)
Other items 43 48) (53)
Cash Provided by Operations 1,180 1,104 1,037
Investing Activities:
Property, plant and equipment purchases (591) (750) 607
Acquisition and investment payments (239) (201 (211
Investment and property disposal proceeds 385 100 307
Cash Used in Investing Activities (445) (851) (511)
Financing Activities:
Net change in short-term financing (245) 77 (50)
Long-term debt proceeds 317 523 261
Long-term debt reductions (291) (351) (196)
Treasury stock purchases (296) (326) (335)
Dividend payments (258) (242) 221
Other financing activities 23 17 47
Cash Used in Financing Activities (750) (302) (494)
Increase (Decrease) in Cash and Cash Equivalents (15) 49 32
Cash and Cash Equivalents:
Beginning of year 204 253 221
End of year $ 189 S 204 § 253

The above statement should be read in confunction with pages 44 throxgh 49 of tkis report.
The effect of exchange rate changes on cash and cash equivalents was not material,
Cask payments for interest (net of amounis capitalized) were $171 million, $166 million and $171 million, for the years 1991-1989, respectively.

During 1991, Monsaxto established an employes stock ovenarship plan (ESOP). In confunction with the ESOP, Monsanto guaranteed $200 million of ESOP
notes and debentures.
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REVIEW OF CASH FLOW

Monsanto's cash flow for the three-year period of
1991-1989 is shown in the Statement of Consolidated Cash
Flow on the preceding page.

CASH FLOW REMAINED STRONG

Cash flow remained strong in 1991, with cash provided
by operations at $1,180 million. Cash from operations was
generated principally by Chemicals, Agricultural Products
and NutraSweet. Monsanto's operations have historically
generated sufficient cash to fund existing businesses,
growth-related research and investments. Management
expects cash provided by operations, supplemented by peri-
odic borrowings, to be adequate to fund future requirements.

CASH PROVIDED BY OPERATIONS (Dollars ix millions)

1991 I

1990 | : : : : A

1989 I
: ' 750i 1.000:

g 250 500 1,250

Investment and property disposals in 1991 generated
$385 million of cash. The principal proceeds in 1991 were
related to the sale of various businesses associated with the
restructuring, including the animal feed ingredients and
Permea gas separations businesses; in 1990, to the sale of
certain assets of a joint venture in Japan; and in 1989, to the
divestiture of the Electronic Materials and the analgesics
businesses.

Major uses of cash for the period 1991-1989 included
capital expenditures, treasury stock purchases and dividends.
The investment in a Japanese pharmaceuticals firm in 1991
and the acquisition of a German pharmaceuticals company
in 1989 were also major uses of cash. Monsanto’s 1991 capi-
tal expenditures focused on improved technology, capacity
expansions and environmental projects, and totaled
$591 million.

Long-term debt proceeds in 1991 included $100 million
in 30-year fixed-rate debentures and $194 million from the
issuance of medium-term notes. These proceeds were used
principally to refinance other borrcwings. In 1990, long-term
debt proceeds included $193 million of commercial paper to
be refinanced on a long-term basis; $132 million of 30-year
variable-rate industrial development bonds; and $156 million
of medium-term notes.

1391 ANNUAL REPORT

MONSANTO MAINTAINS STRONG
ENVIRONMENTAL COMMITMENT
Monsanto is subject to various laws and governmental
regulations concerning environmental matters, product
safety and employee health. It is anticipated that increasingly
stringent requirements will be imposed upon Monsanto and
industry in general. Monsanto is dedicated to a long-term
eavironmental protection program that reduces emissions
of hazardous materials into the environment, as well as to
the remediation of identified existing environmental concerns.
In 1988, management committed to a 90 percent reduction
in toxic air emissions by the end of 1992, a goal that will
require the development and installation of new technology
and additional capital expenditures. Reduction of 58 percent
was accomplished through 1990. Compilation of data for 1991
is not complete; however, further reduction has been achieved.
The cost to accomplish this target is not expected to mate-
rially affect operating results. Some of these projects will
lower operating costs and improve operating efficiency.
Expenditures in 1991 were approximately $70 million
for environmental capital projects and approximately
$260 million for operation and maintenance of environmental
protection facilities. Monsanto estimates that during 1992 and
1993 approximately $85-150 million per year will be spent on
additional capital projects for eavironmental protection.
Monsanto periodically receives notices from the
Environmental Protection Agency (EPA) that it is a poten-
tially responsible party (PRP) under Superfund. Currently,
Monsanto has been designated by the EPA as a PRP at 80
Superfund sites. Monsanto’s future remediation expenses
at these and other sites will be affected by a number of
uncertainties, including the method and extent of remedia-
tion, the percentage of material attributable to Monsanto at
the sites relative to that attributable to other parties, and
the financial capabilities of the other PRPs at most sites.
Monsanto spent $35 million in 1991 for remediation
of waste disposal sites. Most of these expenditures relate
to the Chemicals unit, and similar or greater amounts can
be expected in future years. Monsanto’s policy is to accrue
these costs in the accounting period in which the responsibit
ity is established and the cost is estimable. At December 31,
1991, Monsanto's Statement of Consolidated Financial
Position included an accrued liability of $245 million for the
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REVIEW OF CASH FLOW (ontinued)

|
|
;

remediation of identified waste disposal sites. Because of
the uncertainties associated with remediation activities,
Monsanto’s future expenses to remediate these sites could
be as much as an additional $300 million. These potential
future expenses would be expected to be incurred over the
balance of the decade. While the costs and resuits of reme-
diation of waste disposal sites cannot be predicted with
certainty, management believes that, with future develop-
ments in remediation technology and evolving government
policies toward evaluation of risks and benefits, Monsanto’s
liquidity and profitability in any one year will not be materi-
ally affected.

COMMON STOCK PURCHASE PROGRAM
CONTINUES

In 1991, Monsanto purchased 4.4 million shares at
a cost of 3296 million. Since June 1987, Monsanto has pur-
chased 37.1 million shares at a cost of $1,753 million. Man-
agement believes the stock purchase program represents a
sound economic investment for Monsanto’s shareowners,
Stock purchases favorably affect earnings per share and aid
in the achievement of management’s 20 percent return on
equity target.

DIVIDENDS {NCREASE FOR THE 18TH
CONSECUTIVE YEAR

Monsanto has paid dividends on its common shares
without interruption or reduction since 1928, and has in-
creased the dividend per share in each of the past 19 years,
Dividend payout for 1991 was 22 percent of cash provided
by operations and 87 percent of net income. Monsanto’s div-
idend policy reflects a desired long-term payout percentage
based on Monsanto’s expectations of future growth and
profitability levels. In any individual year, additional consid-
eration is given to expected financial position and results,
working and fixed capital needs, scheduled debt repay-
ments and economic conditions, including inflation.

Monsanto’s common stock is traded principally on the
New York Stock Exchange and is listed on the exchanges
in Tokyo and seven European cities. The number of share-
owners of record as of February 28, 1992, was 59,687, and
the high and low common stock prices on that date were
$67%4 and $661Y/2.
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STATEMENT OF CONSOLIDATED SHAREOWNERS' EQUITY

(Dollars in millions, except per share) 1991 1990 1989 |

Common Stock: i

Balance, January 1 $ 329 S 164 S 164 |

Par value of stock issued in two-for-one stock split 165 :
|

Balance, December 31 $ 329 $ 329 $ 164

Additional Contributed Capital:

Balance, January 1 § 714 S 877 S 874

Employee stock plans 12 2 3

Par value of stock issued in two-for-one stock split (165)

Balance, December 31 § 1726 § 714 S 877

Treasury Stock:

Balance, January 1 $(1,563) $(1,244) S (952)

Shares purchased (4,395,900; 6,707,900 and

6,548,800 shares in 1991-1989, respectively) (296) (326) (335)
Shares issued under employee stock plans (1,545,333;

193,072 and 1,177,322 shares in 1991-1989, respectively) 62 7 43
Balance, December 31 81,797 $(1,563) $(1,244)
Reserve for ESOP Debt Retirement:

ESOP formation $ (250)

Balance, December 31 $ (250)

Accumulated Currency Adjustment:

Balance, January 1 $ 188 S 24 $ 52
Translation adjustments 3) 171 an
Income taxes 2 )] (ay
Balance, December 31 $ 187 $ 188 S 24
Reinvested Earnings: '

Balance, January 1 $ 4,421 $ 4,120 $ 3,662
Net income 296 546 679
Dividends (258) (242) 21
Common stock purchase rights redemption 3

Balance, December 31 $ 4,459 $ 4,421 $ 4,120

The above statement should be read in conjunction with pages 44 through 49 of this report.

KEY FINANCIAL STATISTICS

1991 1990 1989
Stock Price®™ High § 76 $ 60 S 62Ys
Low 46 38% 40,4
Year-end 677s 48 Y4 57 %
Per Share Dividends 2.045 1.88 1.65
Shareowners’ Equity 20.72 32.51 29.79
Average Daily Share Trading Volume (thousands of shares) 359 425 426
D Based om daily reported high and low stock prices.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
Monsanto’s significant accounting policies are itali-
cized in the following Notes to Financial Statements.

BASIS OF CONSOLIDATION

The consolidated financial statements include the
Company and its majority-owned subsidiaries. Intercompany
transactions have been eliminated in consolidation. Other
companies in which Monsanto has a significant ownership
interest (generally greater than 20 percent) are included in
“Investments in Affiliates” in the Statement of Consolidated
Financial Position, and Monsanto'’s share of these companies’
income or loss is included in “Other income (expense) — net”
in the Statement of Consolidated Income.

CURRENCY TRANSLATION

Most of Monsanto’s ex-U.S. entities’ financial statements
are transiated into U.S. dollars using current exchange rates.
Unrealized currency adjustments in the Statement of
Consolidated Financial Position are accumulated in share-
owners’ equity. The financial statements of ex-U.S. entities
that operate in hyperinflationary economies, principally
Braazil, are transiated at either current or historical exchange
rates, as appropriate. These currency adfustments are inciuded
in net income.

Major currencies are the U.S. dollar, British pound
sterling and Belgian franc. Other important currencies
include the Brazilian cruzeiro, Canadian dollar, French
franc, German mark, Italian lira and Japanese yen. Currency
restrictions are not expected to have a significant effect
on Monsanto’s cash flow, liquidity or capital resources.

Currency option contracts are utilized to manage
currency exposure for anticipated transactions (e.g., export
sales for the following year). Currency option and forward
contracts are utilized to manage other currency exposures.
At December 31, 1991 and 1990, Monsanto had currency
forward and option contracts to purchase $240 million
and $136 million, respectively, and sell $714 million and
$372 million, respectively, of other currencies, principally
the British pound sterling, Japanese yen and German mark.
Gains and losses on contracts that are designated and effective
as hedges are deferred and recognized in the period of the
exposure being Redged. Gains and losses on other currency
forward and option contracts are included in net income
immediately. Monsanto is subject to loss in the event of
non-performance by the counterparties to these contracts.

PRINCIPAL ACQUISITIONS AND
DIVESTITURES

In September 1991, Monsanto purchased 12.25 percent
of the shares of Hokuriku Seiyaku Co., a Japanese pharma-
ceuticals firm. The investment is included in “Other Assets”
and is recorded at cost.

In June 1990, certain assets of a Monsanto joint venture
in Japan were sold. Monsanto recognized a pretax gain of
$45 million, $31 million aftertax gain and $0.24 per share, on
the sale of these assets.

During 1989, Searle acquired Heumann Pharma GmbH
& Co., a German pharmaceuticals firm. The acquisition
was accounted for using the purchase method. In addition,
Monsanto sold its analgesics business for a pretax gain of
$56 million, $36 million aftertax gain and $0.27 per share.
Also in 1989, Monsanto sold its Electronic Materials business.

RESTRUCTURING

In 1990, the Board of Directors approved a restructur-
ing of the Agricultural Products operating unit. The restruc-
turing actions included the reorganization of the operating
unit along product lines and the decision to sell the animal
feed ingredients business. In line with these actions, reduc-
tions in employment occurred through an early retirement
incentive and other programs. Restructuring costs of
$108 million were deferred in 1990 and expensed in 1991
when the animal feed ingredients business was sold at a
gain, which exceeded the deferred restructuring costs.

In June 1991, the Board of Directors approved addi-
tional restructuring steps to strengthen the Chemicals unit
for the future, as well as the Agricultural Products and Fisher
Controls units and Corporate staff. The additional steps, prin-
cipally in the Chemicals unit, included the shutdown and
consolidation of various facilities and the sale of certain busi-
nesses that did not meet Monsanto’s long-term strategic
direction. In September 1991, Fisher Controls completed the
sale of its Permea gas separation systems business.

The components of “Restructuring expense — net”
(including the write-off of 1990 deferred restructuring costs
for the Agricultural Products unit) in the Statement of
Consolidated Income were:

Shutdown and consolidation of various facilities $ 425
Cost of employee reductions 219
Other costs 64
Gains on sale of various businesses (262)
Total $ 446
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Net income in 1991 was reduced by $325 million, or
$2.54 per share, from the effect of this restructuring. Product
sales of businesses targeted for divestiture in this restruc-
turing were excluded from Monsanto's net sales after June 30,
1991. Product sales of these businesses in 1991-1989 included
in Monsanto's net sales were $277 million, $415 million and
$400 million, respectively.

DEPRECIATION AND AMORTIZATION

1991 1990 1989
Depreciation $484 8465 $438
Amortization of intangible assets 239 235 226
Obsolescence 28 39 26
Total $§751 $739 $6%0

Property, plant and equipment is recorded at cost. The
cost of plant and equspment is depreciated over weighted average
periods of 22 years for buildings and 11 years for machinery
and equipment, using the straight-line method.

Intangible assets are recorded at cost less accumulated
amortization. The components of intangible assets and their
estimated remaining useful lives were:

Estimated
Remaining Life* 1991 1990
Goodwill 31 § 733 § 679
Patents 3 279 482
Other intangible assets 17 278 264
Total $1,200 $1425

*Weighted average, in years, at December 31, 1991.

Goodwill is the cost of acquired businesses in excess of
the fasy value of their identifiable net assets and is amortized
over the estimated periods of benefit (5 to 40 years). Patents
obtained in a business acquisition are recorded at the present
value of estimated future cash flows resulting from patent
ownership. The cost of patents is amortized over their legal
lives. The cost of other intangible assets (principally product
rights and trademarks) is amortized over their estimated
useful lives.
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INVENTORY VALUATION

Inventories are stated at cost or market, whichever is
less. Actual cost is used to value raw materials and supplies;
standard cost, which approximates actual cost, is used to value
finished goods and goods in process. Standard cost includes
direct labor, raw material and manufacturing overhead based
on practical capacity. The cost of certain inventories (56 percent
at December 31, 1991) is determined using the last-in, first-
out (LIFO) method, generally reflecting the effects of inflation
or deflation on cost of goods sold sooner than other inventory
cost methods. The cost of other inventories generally is deter-
mined using the first-in, first-out (FIFO) method.

The components of inventories were:

1991 1990
Finished goods $ 868 S 781
Goods in process 383 349
Raw materials and supplies 445 555
Inventories, at FIFO cost 1,696 1,685
Excess of FIFO over LIFO cost 347 (415)
Total $1,349 $1,270

Inventories at FIFO cost approximate current cost.

INCOME TAXES
The components of income before income taxes were:

1991 1990 1989
United States $ 312 §513 $ 570
QOutside United States 130 296 445
Total $ 442 $809 S1015
The components of income tax expense (benefit) were:
1991 1990 1989
Current
U. S. federal $243 S$123 § 138
U. S. state 26 18 18
QOutside United States 70 96 142
339 237 298
Deferred:
U. S. federal (154) 24 26
U. S. state 21 1 3
Outside United States (18) 1 9
(193) 26 38
Total §146 $263 S 336
as
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NOTES TO FINANCIAL STATEMENTS (continued

Deferred taxes result from timing differences in the 1991 1990
recognition of revenue and expense for tax and. financial Weighted average interest rates of
statement purposes. The source of these timing differences notes payable at December 31:
and the tax effect of each were: ps '
Banks 14.2% 14.9%

1991 1990 1989 Commercial paper 4.9% 8.5%
Depreciation and obsolescence § (12)  $10  $25  Inciudes the efect of notes in certain countries where local inflation results
Restructuring (146 19 16 nhigh interest rates
Pensions 4 7 10 Monsanto has aggregate short-term loan facilities
State income taxes @1) 1 3 of $472 million, under which loans totaling $75 million
Other (18) 1) (16) Were outstanding at December 31, 1991. Interest on these
Toul 50199 526 538 loans is related to various bank rates. Monsanto's world-

¢

Factors causing Monsanto's effective tax rate to differ
from the U.S. federal statutory rate were:

1991 1990 1989
U. S. federal statutory rate 34% 34% 34%
Benefits attributable to:
U. S. export earnings 6) 2 (3]
Puerto Rico operations 2) @) 2)
Sale of investments 2) —_ —
Higher tax rates outside
the United States 4 — -
Non-deductible goodwill 2 1 1
Other 3 2 2
Effective Income Tax Rate 33% 33% 33%

Income and remittance taxes have not been recorded on
$684 million of undistributed earmings of subsidiaries, either
because any tazes on dividends wownld be offset substanticlly by
foreign tax credits or because Monsanto intends to indefinitely
reinvest those earmings.

Monsanto has not yet adopted Statement of Financial
Accounting Standards No. 109, “Accounting for Income
Taxes.” This statement, which will have no effect on cash
flow, changes the method of calculating deferred income
taxes and must be adopted in or before 1993. Monsanto
expects that adoption of this new income tax accounting
standard will result in a reduction in its deferred income taxes.

SHORT-TERM DEBT AND CREDIT

ARRANGEMENTS
Short-term debt was:
1991 1990

Notes payable:

Banks $§ 75 $ 58

Commercial paper 66 272
Bank overdrafts 125 134
Current portion of long-term debt 71 118
Total $ 337 $582
a8

wide unused short-term loan facilities were $397 million
at December 31, 1991, .

LONG-TERM DEBT
Long-term debt (exclusive of current maturities) was:

1991 1990

Industrial development bond obliga-

tions, rates in 1991 ranging from

4.85% to 11.9%, due 1993 to 2021 $ 3711 § 363
Medium-term notes, rates in 1991

ranging from 7.9% to 9.45%, due

1993 to 2005 364 196
Commercial paper to be refinanced on

a long-term basis, rate in 1991 of 4.9% 43 193
9 %% notes due 1996 150 150
8 ¥% sinking fund debentures due 2000 104 106
7.09% and 8.13% amortizing ESOP notes

and debentures due 2000 to 2006,

guaranteed by the Company 200
8 X% sinking fund debentures due 2008 141 145
8 %% debentures due 2009 99 99
11 ¥% sinking fund debentures due 2015 145 200
8.7% debentures due 2021 100
Other 160 200
Total $1,877 $1,652

Maturities and sinking fund requirements on long-
term debt are $71 million, $99 million, $72 million,
$109 million and $251 million for 1992-1996, respectively.

MONSANTO COMPANY AND SUBSIDIARIES
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Interest rate swap options (interest options) are uti-
lized to manage interest expense. At December 31, 1991
and 1990, Monsanto had sold interest options with an
aggregate notional principal amount of $351 million and
$207 million, respectively, related to existing debt. Three
interest options, sold in 1991, would effectively refinance,
at 83/2 percent, $150 million of 9%/s percent notes in the
period 1993 through 1996. Another interest option would
effectively convert $99 million of 87/s percent debentures to
commercial paper rates in the period 1994 through 2000.
Additional interest options would effectively convert $102 mit
lion of variable rate debt to fixed rates ranging from 87/s
percent to 9Y/s percent in the period 1992 to 2000, Premiums
Sfrom the sale of interest options are amortized over the related
debt period. Interest differentials to be paid or received are
accrued as interest rates change over the related debt period.

A $750 million intermediate-term credit facility expires
in 1996. There were no borrowings under this facility at
December 31, 1991. The credit facility is used to support the
issuance of commercial paper (§109 million outstanding at
December 31, 1991). Interest on amounts borrowed under
this agreement would likely be at money market rates.
Covenants under this credit facility restrict maximum bor-
rowings. It is not anticipated that future borrowings wiil be
limited by these restrictions.

PENSION BENEFITS

Most Monsanto employees are covered by noncon-
tributory pension plans. The components of pension cost
(income) were:

1991 1990 1989

Service cost for benefits

earned during the year $§ 70 §$ 67 § 63
Interest cost on projected

benefit obligation 274 242 227
Assumed return on plan assets* (284) (273) (251)
Amortization of unrecognized

net gain (34) @ (40)
Total $ 26 S § O

*Actual return (loss) on plan assets was $730 million, $(85) million and
$658 million in 1991-1989, respectively.

Pension benefits are determined based on the
employee’s years of service and/or compensation level.
Pension plans are funded in accordance with Monsanto's
long-range projections of the plans’ financial conditions,
considering benefits earned and expected to be earned in
the future, anticipated future returns on pension plan assets
and income tax and other regulations.
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Assumptions used for the principal plans in 1991-1989 were:

Discount rate 81/2%
Assumed long-term rate of return on plan assets 81/2%
Annual rates of salary increase (for plans that base

benefits on final compensation level) 6 2%

The funded status of Monsanto's pension plans at
year-end was:

1991 1990

Plan Asasets at Fair Value $3,967 $3,460
Actuarial present value of plan benefits:

Vested 82,857 $2,628

Non-vested 123 135
Accumulated benefit obligation 2,980 2,763
Effect of projected future salary

increases 415 407
Projected Benefit Obligation $3,395 $3,170
Excess of plan assets over projected

benefit obligation § 572 § 290
Less:

Unrecognized initial net gain 287 320

Unrecognized prior service costs (204) (190)

Unrecognized subsequent net gain 654 286
Accrued Net Pension Liability 8§ 165 § 126

The accrued net pension liability was included in:

Other assets 8§ 75 § %
Other liabilities 240 200
Accrued Net Pension Liability $§ 165 § 126

Projected benefit obligations and plan assets included
in the above table for the principal U.S. plans were approxi-
mately $3,010 million and $3,565 million, respectively, at
December 31, 1991. Plan assets consist principally of com-
mon stocks and U.S. government and corporate obligations.
Because the Company’s pension plans are well-funded,
contributions to the Company’s principal plans were neither
required nor made in 1991-1989.

EMPLOYEE SAVINGS PLANS

For some employee savings plans, employee contribu-
tions are matched in part by Monsanto. Matching contribu-
tions charged to expense for such plans were $34 million,
$34 million and $32 million in 1991-1989, respectively. In
October 1991, Monsanto established an employee stock
ownership plan (ESOP). The ESOP issued $200 million of
7.09 percent amortizing notes and 8.13 percent amortizing

a7
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NOTES TO FINANC!AL STATEMENTS (continued)

debentures guaranteed by Monsanto, and the ESOP bor-
rowed $50 million from Monsanto. The unpaid balance of
ESOP borrowings are included in “Reserve for ESQP debt
retirement” in Shareowners’ Equity and the unpaid balance
of notes and debentures guaranteed by Monsanto are in-
cluded in “Long-term Debt” in the Statement of Consolidated
Financial Position. In January 1992, the ESOP used the pro-
ceeds of the loans to purchase 3.7 million shares of common
stock from Monsanto, a portion of which will be allocated
each year to employee savings accounts as matching contri-
butions. The proceeds from the issuance of common stock
to the ESOP are being used primarily for the purchase of an
equivalent number of common shares under a treasury stock
purchase program. Dividends on the common stock owned
by the ESOP will be used to repay the ESOP borrowings.

OTHER POSTRETIREMENT BENEFITS

Monsanto provides certain heaith care and life insur-
ance benefits for retired employees. Substantially all of
Monsanto's regular, full-time U.S. employees and certain
employees in other countries may become eligible for
these benefits if they reach retirement age while employed
by Monsanto.

At December 31, 1991, approximately 26,000 active
employees were eligible upon retirement to participate in
these programs. In addition, approximately 18,000 individuals
retired from active service were eligible to participate in
these programs. These other postretirement benefits are not
funded and are espensed as benefits are paid. The 1991-1989
expense recorded for other postretirement benefits was
$54 million, $45 million and $39 million, respectively.

The Financial Accounting Standards Board has issued
Statement of Financial Accounting Standards No. 106,
“Employers’ Accounting for Postretirement Benefits Other
Than Pensions.” This statement, which will have no effect
on cash flow and must be adopted in or before 1993,
changes the method of accounting for other postretirement
benefits by requiring that the cost be accrued by the date
employees become eligible for the benefits. In accordance
with the statement, the estimated obligation for other post-
retirement benefits may be recognized as expense in the
year of adoption or may be accrued on a straight-line basis
over a 20-year period. Monsanto is considering modifica-
tions to some of its medical benefits programs for future
retirees. Monsanto currently expects to implement the new
statement in 1993 and expects the obligation to approximate
$1.0- 1.2 billion at the time of adoption. It is anticipated that

the obligation will be recognized as expense in the year of
adoption. Once adopted, Monsanto's annual expense for
these other postretirement benefits is estimated to be two
to three times the expense currently being recognized.

STOCK OPTION PLANS
Key officers and employees have been granted

Monsanto stock options under the Company’s 1974, 1984

and 1988 Management Incentive Plans, the Searle Monsanto

Stock Option Plan (Searle Plan) and the NutraSweet/

Monsanto Stock Plan (NutraSweet Plan). Information

about the status of such stock options is presented below.
Shares Price

Exercisable Outstanding ~ per Share

December 31,1989 2,631,468 6,404,798 $§13.08- 561.44

1990:
Granted 1,087,417 41.13- 54.94
Exercised (335,076) 13.08- 47.09
Expired (105,610) 13.08- 54.94
December 31,1990 3360357 7,051,529 15.69- 61.44
1991:
Granted 3,628,172 50.56- 74.25
Exercised (1,612,380) 15.69- 58,00
Expired (189,879) 43.53- 62.13
December 31, 1991 4,125,193 8,877,442 19.33- 74.25

Under the 1988 Management Incentive Plans, the
Searle Plan and the NutraSweet Plan, 8,231,678 shares
remain available for grant.

Prior to 1991, stock appreciation rights (SARs) were
granted to certain Monsanto officers in tandem with stock
options under the plans, including retroactive grants for
unexercised options. In 1991, the SAR grants were canceled
and unexercised SARs held by current officers were forfeited.

EARNINGS PER SHARE

Earnings per share were computed using the weighted
average number of common shares and common share
equivalents outstanding each year (127,126,216; 129,107,666
and 135,496,104 in 1991-1989, respectively). Common share
equivalents (1,437,179; 676,393 and 1,073,554 in 1991-1989,
respectively) consist primarily of common stock issuable
upon exercise of outstanding stock options. Earnings per
share assuming full dilution were not significantly different
from the primary amounts.

MONSANTO COMPANY AND SUBSIDIARIES
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CAPITAL STOCK

At December 31, 1991, there were 17,109,120 common
shares reserved for employee stock options.

In January 1990, the Company’s Board of Directors
declared a dividend of one Preferred Stock Purchase Right
on each outstanding share of the Company’s common stock.
If a person or group acquires beneficial ownership of
20 percent or more, or announces a tender offer that would
result in beneficial ownership of 20 percent or more, of the
Company’s outstanding common stock, the rights become
exercisable and each right will entitle its holder to purchase
one one-hundredth of a share of a new series of preferred
stock for $450. If Monsanto is acquired in a business
combination transaction while the rights are outstanding,
each right will entitle its holder to purchase, for $450,
common shares of the acquiring company having a market
value of $900. In addition, if a person or group acquires
beneficial ownership of 20 percent or more of the Company’s
outstanding common stock, each right will entitle its
holder (other than such person or members of such group)
to purchase, for $450, a number of shares of the Company’s
common stock having a market value of $900. Furthermore,
at any time after a person or group acquires beneficial own-
ership of 20 percent or more (but less than 50 percent) of
the Company’s outstanding common stock, the Board of
Directors may, at its option, exchange part or all of the
rights (other than rights held by the acquiring person or
group) for shares of the Company’s cominon stock on 8 one-
for-one basis. At any time prior to the acquisition of sucha
20 percent position, the Company can redeem each right for
1 cent. The Board of Directors is also authorized to reduce
the 20 percent thresholds referred to above to not less than
10 percent. The rights expire in the year 2000.

In connection with this dividend declaration, the Board
of Directors also authorized the redemption in February 1990
of the then existing Common Stock Purchase Rights at their
redemption price of 5 cents per right.

COMMITMENTS AND CONTINGENCIES
Commitments, principally in connection with uncom-
pleted additions to property, were approximately $151 million
at December 31, 1991. Excluding the ESOP notes and
debentures, Monsanto was contingently liable as guarantor
of bank loans and for discounted customers’ receivables
totaling approximately $229 million and $209 million at
December 31, 1991 and 1990, respectively. Future mini-
mum payments under non-canceilable operating leases
and unconditional inventory purchases are $170 million;
$148 million; $70 million; $46 million and $37 million for
1992-1996, respectively, and $197 million thereafter.
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The more significant concentrations in Monsanto's
trade receivables at year-end were:

1991 1990
U. S. agricultural product distributors $141  $150
European agricultural product distributors 176 90
Pharmaceutical distributors worldwide 332 283

Management does not anticipate incurring losses on
its trade receivables in excess of established allowances.

Monsanto is a party to a number of lawsuits and
claims, which it is vigorously defending. Such matters arise
out of the normal course of business and relate to product
liability, government regulation, including environmental
issues, and other issues. Certain of these actions seek
damages in very large amounts. While the results of liti-
gation cannot be predicted with certainty, management
believes, based upon the advice of Company counsel, that
the final outcome of such litigation will not have a material
adverse effect on Monsanto's consolidated financial position.

SUPPLEMENTAL DATA
Supplemental income statement data were:

1991 1990 1989
Raw material and energy costs  $2,571 $2,741 §$2,659
Employee compensation and
benefits 2,316 2,184 2,045
Current income and other taxes 640 533 562
Rent expense : 143 145 119
Technological expenses:
Research and development 627 612 598
Engineering, commercial
development and patent 84 80 74
Total Technological Expenses 711 692 672
Interest expense:
Total interest cost 193 208 204
Less capitalized interest (24) 29 (22)
Net Interest Expense 169 179 182
Currency gains (losses)
including equity in affiliates’
currency gains and losses (10) (45 3

SEGMENT INFORMATION

Certain operating unit segment data and geographic
data for 1991-1989 appear on pages 28 and 36 and are inte-
gral parts of the accompanying financial statements. The
principal product lines included in each operating unit are
shown in the operating unit segment data.
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FINANCIAL SUMMARY

(Dollas in millions, except per share) 19917 19909 1989® 1988 1987
Operating Resuits
Net Sales $ 8,864 $ 8,995 $ 8,681 $ 8293 $ 7,639
Operating Income 570 909 1,078 955 734

As a Percent of Net Sales 6% 10% 12% 12% 10%
Net Income 296 546 679 591 436

As a Percent of Net Sales 3% 6% 8% 7% 6%
Return on Shareowners' Equity 7.6% 13.6% 17.6% 15.4% 11.4%
Earnings per Share § 233 S 423 § 501 $ 414 § 2.82
Year-End Financial Position
Total Assets 8 9,227 $ 9,236 $ 8,604 $ 8,461 $ 8,455
Working Capital 1,536 1,323 1,326 1,117 1,203
Property, Plant and Equipment: )

Gross 8§ 7,902 $ 7,620 $ 6,937 $ 6,926 $ 6,730

Net 3,362 3,492 3173 3,146 3,076
Long-term Debt 8§ 1,877 $ 1,652 $ 1471 $ 1,408 $ 1,564
Shareowners’ Equity 3,654 4,089 3,941 3,800 3,901
Current Ratio 1.7 1.6 1.7 1.6 1.7
Percent of Total Debt to Total Capitalization 8% 35% 33% 34% 35%
Other Data
Property, Plant and Equipment Purchases § 501 $§ 70 $ 607 $ 590 $ 505
Depreciation and Amortization 751 739 690 703 679
Interest Expense 169 179 182 174 172
Research and Development Expenses 627 612 598 575 557
Income Taxes 146 263 336 302 237
Cash Provided by Operations 1,180 1,104 1,037 1,304 902
Stock Price:

High $§ 176 $ 60 § 2% S 46% S 50

Low 46 8 40 Y4 36% 282

Year-end 67 48 Y4 57% 407/ 41'
Price/Earnings Ratio on Year-end Stock Price 29 1 12 10 15
Per Share:

Dividends 8§ 2.045 $§ 188 $ 165 $§ 1475 $ 1375

Shareowners’ Equity 29.72 32.51 29.79 27.60 26.32
Shareowners (year-end) 60,152 62,230 61,942 66,066 68,032
Shares Outstanding (year-end, in millions) 123 126 132 138 148
Employees (year-end) 39,281 41,081 42,179 45,635 49,734

O Net income for 1991 inciudes net restructuring expense of $325 million, $2.54 per share.

a’Naimmﬁrlmmda&%m'Ilm, $0.43 per shars, in gains resuiting from divestitures, inciuding the divestiture of certain assets of a joint venture
in Japan.

mNd:'smcﬁrstiaddaa&%mﬂin,mﬂwm.mm&anlldﬁcmm

“ Net incoma for 1987 incindes net restructuring incoms of $18 million, 30.12 per share.
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EXECUTIVE AND OTHER
OFFICERS

g ADVISORY

Chairman and Chief Executive Officer
Richard J. Mahoney*

President and Chief Operating Officer
Earle H. Harbison, Jr.*

Executive Vice Presidents
Robert G. Potter*

Nicholas L. Reding*

Robert B. Shapiro*

Senior Vice President and Chief Financial Officer
Francis A. Stroble*

Senior Vice President, Secretary and General Counsel
Richard W. Duesenberg*

Vice Presidents

Barry Blitstein

Earl N. Brasfield

Robert A. Clausen
Leonard A. Cohn

Grant W. Denison, Jr.

A Nicholas Filippello, Ph.D.
Martin J. Kallen

Thomas H. Lafferre
Michael E. Miller*

Philip Needleman, Ph.D.*
Richard A. Overton
Michael A. Pierle

David L. Sliney

Virginia V. Weldon, M.D.*

Vice President and Controller
Bruce R. Sents

Vice President and Treasurer

Juanita H. Hinshaw

Chairman and Chief Executive Officer,
The NutraSweet Company

Robert E. Flynn*

Chairman and Chief Executive Officer,
G.D. Searle & Co.

Sheldon G. Gilgore, M.D.*

Chairman and Chief Executive Officer,
Fisher Controls International, Inc.
Larry W. Solley*

*Executive officers as defined by the
Secunities and Exchange Commission.
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Michael E. Miller

St. Louis !
Vice President, Administration, :
Monsanto Company

Age: 50

Advyisory Director: 1 year

Philip Needleman, Ph.D.

St. Louis

Vice President, Research and Development,
Monsanto Company

Age: 53

Advisory Director: 1 year

Robert G. Potter

St. Louis

Executive Vice President, Monsanto Company;
President, Monsanto Chemical Company

Age: 52

Advisory Director: 6 years

Nicholas L. Reding

St. Louis

Executive Vice President,

Environment, Safety, Health and Manufacturing,
Monsanto Company '
Age: 57

Advisory Director: 10 years

Robert B. Shapiro

St. Louis

Executive Vice President, Monsanto Company;
President, Monsanto Agricultural Company
Age: 53

Advisory Director: 1 year

Francis A. Stroble

St. Louis

Senior Vice President and Chief Financial Officer,
Monsanto Company

Age: 61

Advisory Director: 10 years

Virginia V. Weldon, M.D.

St. Louis

Vice President, Public Policy,

Monsanto Company

Age: 56

Advisory Director: 1 year
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BOARD OF DIRECTORS

Richard J. Mahoney

St. Louis

Chairman and Chief Executive Officer,
Monsanto Company

Age: 58

Monsanto Director: 13 years
Joan T. Bok

Westborough, Massachusetts
Chairman,

New England Electric System
Age: 62

Monsanto Director: 5 years

Earle H, Harbison, Jr.

St. Louis

President and Chief Operating Officer,
Monsanto Company

Age: 63

Monsanto Director: 6 years

Robert M. Heyssel, M.D.
Baltimore

President and Chief Executive Officer,
The Johns Hopkins Health System and
The Johns Hopkins Hospital

Age: 63

Monsanto Director: 3 years

Philip Leder, M.D.

Boston

Chairman, Department of Genetics,
Harvard Medical School;

Senior Investigator,

Howard Hughes Medical Institute
Age: 57

Monsanto Director: 2 years

Howard M. Love

Pittsburgh

Retired Chief Executive Officer,
National Intergroup, Inc.

Age: 61

Monsanto Director: 14 years

Frank A. Metz, Jr.
Armonk, New York

Senior Vice President, Finance and Planning, and

Chief Financial Officer,

International Business Machines Corporation

Age: 58
Monsanto Director: 2 years

Buck Mickel

Greenville, South Carolina

Chairman and Chief Executive Officer,

R.S.I Holdings, Inc.;

Retired Vice Chairman,

Fluor Corporation;

Retired Chairman,

Daniel International Corporation, a Fluor subsidiary
Age: 66

Monsanto Director: 17 years

John S. Reed

New York

Chairman,

Citicorp and Citibank, N.A.
Age: 53

Monsanto Director: 7 years

William D. Ruckelshaus

Houston

Chairman and Chief Executive Officer,
Browning-Ferris Industries, Inc.;
Former Administrator,

U.S. Environmental Protection Agency
Age: 59

Monsanto Director: 7 years
John B. Slaughter, Ph.D.

Los Angeles

President, Occidental College;
Former Director,

National Science Foundation

Age: 58

Monsanto Director: 9 years

Admiral Stansfield Turner

(U.S. Navy, Retired)

McLean, Virginia

Lecturer and Writer;

Former Olin Professor of National Security,
U.S. Military Academy at West Point;
Former Director,U.S. Central Intelligence and
Central Intelligence Agency

Age: 68

Monsanto Director: 11 years
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COMMITTEES OF THE BOARD SHAREOWNER INFORMATION
Audit Committee Annual Meeting

Buck Mickel, Chairman The next annual meeting of the shareowners of Monsanto
Joan T. Bok

Robert M. Heyssel, M.D.
William D. Ruckelshaus
John B. Slaughter, Ph.D.

Corporate Social Responsibility Committee
Admiral Stansfield Turner, Chairman

Joan T. Bok

William D. Ruckelshaus

John B. Slaughter, Ph.D.

Executive Committee
Richard J. Mahoney, Chairman
Earle H. Harbison, Jr.

John B. Slaughter, Ph.D.

Executive Compensation and Development
Committee

Howard M. Love, Chairman

Frank A. Metz, Jr.

Buck Mickel

Finance Committee
John S. Reed, Chairman
Richard J. Mahoney
Frank A. Metz, Jr.

Nominating Committee
Buck Mickel, Chatrman
Howard M. Love

Frank A. Metz, Jr.

Pension and Savings Funds Committee
Admiral Stansfield Turner, Chairman

Earle H. Harbison, Jr.

Robert M. Heyssel, M.D.

Philip Leder, M.D.
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Company will be held at 1:45 p.m., Friday, April 24, 1992, in
K Building at the company’s world headquarters, 800 North
Lindbergh Boulevard, St. Louis, Missouri. A formal notice
of the meeting, together with a proxy statement, is being
mailed to each shareowner.

10-K Report and Corporate Data Book

Monsanto Company’s 1991 Form 10-K Report filed with

the Securities and Exchange Commission, and the 1991
Corporate Data Book, which both contain additional infor-
mation relating to Monsanto, can be obtained by contacting:

Investor Relations Department
Monsanto Company

800 North Lindbergh Boulevard
St. Louis, Missouri 63167

(314) 694-1000

Environmental Annual Review
Monsanto Company’s Environmental Annual Review can be
obtained by contacting:

Corporate Communications Department
Monsanto Company

800 North Lindbergh Boulevard

St. Louis, Missouri 63167

(314) 694-1000

Stock Symbol — MTC

Stock Exchanges/Bourses
Amsterdam London
Brussels New York
Chicago (options) Paris
Frankfurt Tokyo
Geneva Zurich
Transfer Agent and Registrar

The First National Bank of Boston

Box 644

Boston, Massachusetts 02102-0644

Printed with soy-based inks on recycled paper
with 10 percent post-consumer waste.
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Bulk Rate

Monsanto Company

800 North Lindbergh Boulevard U.S.;Aolsotage

St. Louis, Missouri 63167 St. Louis, MO
iParmit No. 2935:
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