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MONSANTO 1992 OVERVIEW

Aok

— onsanto Company s et income in 1992 was affected by a number of
mgmhcant nonrecurring items. As 2 result, the cornpany had a net loss
of 588 million, or 71 cents per share, on net sales of $7.8 billion. The

largest of the charges against earnings was a one-time aftertax charge
of $658 million, or $5.34 per share, to ad opt Statement of Financial Accounting Standards
No. 106. This rule recognizes the future costs of medical and othet post-retirement bene-

A mati mana
fits for retirecs.

The company also tock a one-time aftertax charge of $425 million, or $3.44 per
share, to implement cost-cutting actions designed to make worldwide operations more
focused, productive and cost-effective. Major elements include a realignment of selected
research investments; reductions in employment; and a number of conselidations,
closings and sales of nonstrategic businesses and fcilities.

The most significant gain in 1992 came from the sale of Fisher Controls
International Inc. The aftertax gain from that sale was $554 million, or $4.49 per share.
Although Fisher Controls was part of Monsanto for 23 years, its valve and process
controls businesses were o longer 2 strategic fit for the company. The sale of Fisher
Controls allows Monsanto to focus on its four core businesses,

The company also realized an aftertax gain of $118 million, or 96 cents per share,
from the adoption of Statement of Financial Accounting Standards No. 109, which
pertains to income-tax accounting.
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OCPERATIONAL HIGHLIGHTS

{Dollars in millions, except per share) 1992 1991 1990 199?3? ngi
Net Sales §7,763 $7.93 38.068 (2%
Income (Loss) from Continuing Operations § (126} $ 238 $ 486 (153)%
Net Income {Loss) $ (88) $ 2% $ 346 (130)%
Per Share:
Income {Loss) from Continuing Operations $(1.01) 187 $ 377 {134)%
Net Income (Loss) $(0.71) $ 233 5423 (130Y%
Dividends $220 $2.045 5188 8%
Shareowners’ Equity $24.95 $25.72 $32.51 (16)%
Depredation and Amortization $ 765 $ 714 $ 704 7%
Cash Provided by Operations $ 912 $1,180 51,104 (2%
Research and Development Expenses $ 651 $ 610 $ 395 7%
Return on Shareowners’ Equity (2.6)% 7.6% 13.6% (134)%
Percent of Total Debt to Total Capitalization 36% 8% 5% (8)%
Sharecwners (year-end) 60,074 60,152 62,230 —
Shares Quistanding, (year-end, in millions) 120 123 126 (2)%
Employees (year-end) 33,797 39281 41,081 (4%

FTHIS IS MONSANTO

Morsanio Company rmakes and markets high-vaiue agriculturai products, chemical prod-
ucts, pharmaceuticals and food ingredients. The company’s best-known brands include
Raundup herbicide, Lasse herbicide, Wear-Dated carpet, Saflex plastic interlayer, Calan
calcium channel blocker, Cytotec wicer preventive drug and NutraSweet brand sweetener.

~. ABOUY THE COVER

Monsanto ia paving the way
to strategic goaia that create
superior shareownar vaiue.
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LETTER TO SHAREOWNERS

,_\ hareowners had a rough ride in 1592 In the preceding decace, Monsanto
- outperformed the market, with a fotal returmn to shareowners averaging some
20 percent per vear. But 1992 closed with our stock down 15 percent from its
January opening.
There was a lot of good news during 1992, but there was some bad news as well.
The all-importani earings resuit was a disappontment. The two previous pages and
the financial section of this report describe the net negative effect of several one-time
charges and gains for the vear. These nonrzcurring items include new accountirg charges
for retiree benefits required of most U5.-based companies, charges for cost-cutting
actions, asset sales, and other unusual items. Even so, eamings from operations weren't
When we set out our plans for 1992, we had several objectives:
> Keep sales and earnings growing for Roundup herbicide. We got the sales
increase, with warldwide volumes up 16 percent. What would have been a superb year
for earnings from Reundup was only “pretty good” because of the cost of fixing a
production outage, We simply shouldn’t have let that outage happen, given our excel-
lent manufacturing record.
» Get new pharmaceutical product approvals to launch major sales growth,
Searle received three new drug approvals in the United States and a number of impor-
tant approvals internationally ~-a remarkable record. But 1992 also brought US. approval
for the first generic competition for the sustained-release form of Searle’s leading
product, Calan caldum channet blocker. We're optimistic about the prospects for Searle’s
new products, but the competition will hurt Calen, at least in the short term.

» Comptlete the plan to manage the consequences of the U.S. patent expiration
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for NutraSweet brand sweetener in 1992. We've retained most of our business for
NutraSweet worldwide, as we had planned. To offset lower prices, we're driving down our
cost of doing business, as well as our production costs. In addition, we're moving forward
with research and development for Sweetener 2000, a high-intensity sweetener that
promises a step change in cost and performance for the sweetener market, Our branded
offerings were bolstered with new-product launches, especially NutraSweet Spoonful.
This new product in tabletop serving jars is spoonable, like sugar. We expect good growth
from products like NutraSweet Speonful and from increasing sales of NutraSweet in cost-
driven sugar-substitution markets worldwide. This business is solid now and has some
interesting "“wild cards” developing.

» Capitalize on our superb product positions in The Chemical Group during
the expected 1992 economic recovery. We kept our market positions for our high-value
chemical products in 1992, but the economy remained weak. Europe, usually an earn-
ings engine for us, sputiered.

» Dispase of nonstrategic assets and redeploy the proceeds, Fisher Controls
[nternational Inc. was sold for $1.3 billion, with a recorded aftertax gain of $554 million.
Other asset sales brought in $177 million, We expect to use half the praceeds from
these sales to retire high-price debt and
to purchase the Orthe lawn-and-garden

We'll continue 1o annly unraienting pressurs ic

reducs cur costs and

to enaure product quality gains that customers can recognize as vaiua.

business from Chevron Chemical Co.

Ortho’s line will be an excellent addition to our family of home lawn-and-garden
products. Sales of our Jawn-and-garden products have been increasing significantly in the
past fory

ars; the Orthe addition will make usa

ars; it us a major player.

are repurchases rémnain an important use for excess cash available after normai
business requirements have been met. Our board of directors again authorized share
repurchases in 1992.

» Cut overhead and aperating costs in a major way. We expect pretax gains of
$200 million annually from cost-cutting actions we annouriced in November 1992. These
savings will be evident beginning in 1994, once we get through the interim expenses
associated with the cuts. Sometimes potenitial cost gains like these medt away before being
realized. We intend to ensure that these savings happen.

» Continue a reliable dividend policy for shareowners. For the 20th consecu-
tive year, the dividend was increased.

» Move major research and development (R&D) programs forward to commer-
cialization. The recent approvals for Searle products were impressive in number
and quality. Bovine somatotropin (BST), a proxduct that offers improved dairy productiv-
ity, has been an expensive investment in biotechnology. Currently, it's cleared for sale in
nine countries, In the European Community, the Committee for Veterinary Medicinal
Products has found BST safe and effective, but permission for sale has not yet been
granted. In the United States, approval for sale is still pending at the Food and Drug

Monaanle 1992 Annual Report 3
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Administration. Meanwhile, we've developed commercial and public programs, and
we're containing costs prior to the launch of the product.

New crop and food products also based on biotechnology are moving well toward
commerciaiization. These include an array of products with attractive consumer and
environmental profiles.

The highly publicized launch of Simplesse all natural fat substitute has been a
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success, with some 30 producis containing Simpiesse now offered by tood com-
panies worldwide. But making money from Simplesse remains elusive. We intend
to resolve that issue in 1993, We have demanding standards for all of our R&D and

new-product programs: We ¢ither meet them oz move on,
CREATING VALUE FOR THE FUTURE
For 1993 and beyond, the company’s objective hasn’t changed: to provide
superior shareowner value and achieve the principal financial target of a sustainable
20 percent return on shareowners’ equity by mid-decade. We have the product mix that
can get us there, but to do s0 we must meet

Wwe intend to return Monsanto to the favored position — L ) A
P several of the abjectives [ described eariier:

or better — that we had with shareownars in the late 1880a.

% Take advaniage of an economic

recovery in the United States and Europe for The Chemical Group. Our market shares
are excellent, and our costs are moving lower. However, to meet and sustain corporate
financial targets, we need to cperate our chemical plants at capacity utilization rates sev-
eral percentage points higher than our 1992 range, With our restructured chemical
product lineup and a reasonable recovery, we can do it and demonstrate as well the

{mpressive cost gains we've made.

» Sustain our continued success with Roundup herbicide. Cur strategy to

OUR COMMITMENT TO SHAREOWNER VALUE

AMansanto 1992 Annual Report

Monsanto is committed  after normal business favored right-to-operate
to consistently increasing ~ needs are met. in society.
value for shareowners by We'll reach these goals On pages 6-21 of this
achieving a superior level by bringing superior value  annual report, we describe
of firancial performance. to our customers; by intro-  the goals of each of cur
The principal financial ~ ducing new productsand  operating units. The
target is toreach and sus-  forming new ajliances; by achievement of these goals
tain a 20 percent returnon  exiting businesses that confributes to Monsanto's
shareowners’ equity, while  cannot meet our targets; overall success in increas-
generating excess cash that by hiring, training and ing shareowner value.
can be returned to share- motivating high-quality

awners in dividends and
through share repurchases

employees; and by acting
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preserve this extraordinary franchise looks secure. Volumes continue to grow profitably

wiorldwidae bee,
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of our pricing and new end-use strategies. There will doubtless be
some erosion of share with new generic entries over time, but we're in good shape to
prosper in a growing market.

» Move Searle through the current new-product launch costs and show sales
success. We'll have a better appraisal later in 1993, but early signs look promising for

Maxaguin, a once-a-day quinolone anti-infactive agent launched in the United States in

1992; for Daypre in the United States and Arthirotec in Europe, both for the treatment of the
symptoms of arthritis; and for Ambien, a treatment for short-term insomnia. All of these
products potentially offer important advances in performance and consumer accep-
tance, in keeping with the new realities of the pharmaceutical industry. For the long term,
we intend to continue to develop innovative alliances that will ensure world-class
strength in R&D and marketing. A number of iniiatives are under review. We're going
to restore shareowner enthusiasm that matches our own for this fine unit of the company.

» Convert biotechnology R&D from an expense to a profit in the coming
years. We need no reminders that we've invested heavily in biotechnaiogy. We've got
to get it right or bring the costs way down. We're betting on success.

» Continue to apply unrelenting pressure to reduce our costs and to ensure
product quality gains that customers can recognize as value. We made good progress
in 1992. There's more to come.

We're taking dozens of other steps to reach our financial targets: revving up our
cash-generating capabilies, continuing share repurchases, and redeploving our assets,
among other important actions — all while still providing for vibrant growth.

We're recognized by the financial community as great “counterpunchers” for our
impressive defenses of Lasso and Roundup herbicides, NutraSweet brand sweetener, Saflex
plastic interlayer, Wear-Dated carpet, and other powerful franchises. [ would have
mcluded Calan caleium channel blocker in that group until the 1952 entry of 2 generic
¢ sustained-release form. But even with Caian, a free fall isn't a fore-
gone conclusion in the marketplace,

Every great defense needs a sustained offense to produce a winner, and that’s
what we'll be demonstrating as we develop the franchises of the future, Qur overriding

objective is to return Monsanto to the favored position — or better — that we had with
shareowners in the late 1980s. We remnain commitied to shareowner value. We indend to

LRG0 odlas! welia

maks it hanmen!
make 1t lappen

oty

Richard ]. Mahonay
Chairman and Chief Executive Officer
March 6, 1993

Onur thanks go to Earle H.
Harbison, Jr., chairman of the
executive conmmittee of the
board of directors and past
president and chief operating
officer, for his service to this
company. A tribute to Earle,
who retires on Sept. 1,1993, is
on page 22 of this report. The
board elected Robert B. Shapiro
to fo[luw Earle o5 president

nd ol

2

rief operating officer,
and Nicholas L. Reding as vice
chairinan. We have assembled
a valug-oriented management

team across Monsanto.
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¥ The growth of conservation
tilaga — a farming practice that
reduces or eliminates plowing
-— is ganerating new sales far
Houndup herbicide as farmers
substituta NMoundug for tilling 1o
contro! weecis.

WHERE WE ARE AND WHERE WE WANT TO 8E

[ccaL ¥R Generate
contirucusly higher
worldwide volurnes of
Roundup herbicide and
other glyphosate-based
herbicides,

Ashaccd volurmies (oF
Rounduyp incressed 16 per-
cent in 1992, However,
income from Rowndup was
affected by the costs of
damage to a plant that
makes a key raw material

6 Mansantn 1992 Annwal Repor!

“THE AGRICULTURAL GROUP

The Agricultural Group adds value for Monsanto’s shareowners hy the strongin
af some of the worid's Ieading weed control preducts: Aoundiup herbicide and
other glyphosate-baged herbicides, and the family of acetanillde herbicides. The
unit is also creating a new generatian of products based on research and daevel-
opment in both agricultural chemistry and biotechnology. in 1892, volumes for
Roundup herbicide increased by 16 percent. Excluding a charge for cost-cutting
actlons and unexpected casts fram damage to a plant that makes a key raw
material for Roundup, operating income for the unit would have improved over

Income In the previous year.

r or The Agricultural Group, there are two key questicns: How long can we
extend the growth of Roundup herbicide, and how svon can we turn
biotechnology inte a viable business? Roundup, the top-sefling crop-
protection cherical in the world, continues to be a growth product after
19 years on the market because farmers continue to find new ways to use it.
Typicaily, customers respond to price reductions by using Roundup
in ways that weren't economical at
:  the previous prices. We' ve encouraged Roundup herbicide centinues
. to grow diter 13 years on the

new applicadons by selectively lower- imarket because of New USes.

*. ing prices in markets worldwide.
" Qur experience has been that higher volumes result in lower costs,
 which lead to increases in revenues and aperating income.

> ls¢ contribubing o v

for Rourdup. The expiration of Eiropean
MERRS Volumes patents creates an opening

and operating income for  for generic competition;
Roundup are forecasted to LIS patent protection for
continue o grow for several  the active ingredient in
years because of increasing  Rowndup remains in place
demand. This demand is into the year 2000.
caused by three factors: 2

competitive cost position,

strategic reductions in sell-

ing pr%CEf and the ra_Pid vica president of Mansanto
spread of conservation and presidant ot

tillage practices in farming.  The Agricuttural Group

Hendrik A, Variaitie. »

o
&
Z
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a farming method that reduces or eliminates plowing. “We've seen tremendous growth in
the use of Roundup for no-till farming, and the current pricing makes great econamic sense
for conservation tillage,” says Hendrik A. Verfaillie, vice president of Monsanto and pres-
ident of The Agricultural Group.

Ercapsulated formulations in the acetanilide family of herbicides are
also being used in no-hil farming. Based on the same chemistrv as Lasse herbi-
cide, Micro-Tecit and Bullet encapsulated herbicides and Partner dry encapsulated
herbicide provide the farmer longer weed control. They aiso offer improved

performance over certain other grass herbicides in no-till applications.

turf herbicide, were outstanding in 1992. Registrations of products fram the pyridine
family continue worldwide. New broadleaf herbicides for European cereal crops and for

corn irs the United States are also moving through the approval process.
A Encapsulated formulations

™ . ] Income from Roundup in 1992 in the acetarilide family of
e expanding practice of consarvation was reduced by the costs of da_m_age fo harbicides use microscopic

titlage bonefits both Roundup herbicide . . aheils of varying thickness,
a manufacturing facility that makes a o rng T

and the acetanilide family of herbicides. wihich release nerbicida aver i
key raw materiai for Roundup. The time. This allows the farmer '

availability of Roundup to customers wasn't affected, but the supply of raw materials used fo appiy the produats sarler

] ] o tur loniger controi of weeds

in the production of Roundup was interrupted. “The incident forced us to operate at lean and improved performance

inventory levels and fast response times — beyond what many people thought was in no-lill appiications.

possible,” Verfaillie says. “We'll carry those lessons forward.”
The secand half of the 1990s should brin

o ko market cro
AAUS g o market

1

eficial traits developed through biotechiology. For example, crops made tolerant to
Roundup herbicide offer a potential source ol er growth. Currently, Reundup must be

:

Continued on page 3

TGOAL The Agricultural [T o "
GoAL g Use encapsu- Group Sales herbicides, and a dry affected by reduced
lated formuiations to (As o percert of total Monsardo sales)  encapsulated product, US. corn acreage due to

maintain the competitive Partner rerbidde. gOVeImment programs.

posttion of our acetaniiide Volumes {aoat E] Bring new agri-

famnily of herbicides. will be subject to continued  cuitural chemical products

Volumes and competitive pressures, from the laboratory to the

cperating income grew although they should marketplace.

in 1992 because of acreage ;m::ﬁ:;’:‘i;ﬁ‘r‘l‘:s benefit from encapsulated SB.IES in the

increases, cost-cutting far almost oae-quarter of and dry encapsulated pytidine family of herbi-

medsures, and a strategy Monsanto's sates. are fueled  farmalations, and from cides, including Dimension
. . by soma of the leading . . e

shift emphasizing sales narmicides in the word. conservation tillage turf herbicide, were cut-

of two encapsulated prod- practices. [n 1993, volumes  standing. A herbicide tor

ucks, Micro-Tech and Bullef for these products may be Comtinued on page i
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THE AGRICULTURAL GROUP

Continued fram pags 7

used before a crop comes 1p, because the herbidide kills both weeds and valuable plants.
Crops developed through bictechrology to tolerate Roundup will allow farmers to apply
Roundup even after a crop has

emerged without harming it.
N . ucts will vary by crop, dependiiig on whara the

L. RN R E
Soyoeans and <anoia tnat are
y value of our technolagy can best be realized.

Distribution channels for blotechnology prod-

¥ Monsanto and University of
Florida scientists announced
a biotechnology breaxthrough
in 1992: the first addition of a
gene ta whaat. Wheatis a

tolerant to Roundup herbicide

have been field-tested for the past four years. These tests continued in 1992, along
with those of other crops developed through biotechnology, such as insect-resistant

significant crop for Monsanto

cotton, potakoes and corn; tomatoes that have summertime flavor vear-round; and
{0 work with hecause cf the 4
size of the potential markat, potatoes that absorb less oil in cooking,
More acres worldwide aro
planted in wheat than in

any cther grain crep.

Even as our first products of biotechnology enter advanced stages of field testing,
new breakthroughs are occurring in the labs. In 1992, Monsanto and University of Florida
scientists annournced the first addition of a gene to wheat, the initial step toward improv-
ing this important crop through biotechnology.

On the business side, we made significant advances in 1992 to bring

these new technologies to market. Possible distribution channels include

gy licensing agreements, direct seed sales to farmers, and arrangements with
food processors. The choice will vary from crop to crop, depending on where the

For example, the value of insect-resistant cotton wouid be realized by the
farmer, who could greatly reduce the use of insecticides. Therefore, we would be properly
rewarded by the seed company that sells it to the farmer. In 1992, we completed such a
licensing agreement with Delta and Pine Land Co., a cotton seed firm with the dominant
market share in the southeastern United States. We also entered into a business

Glyphosate Volume Growth  absorbs Jess oil when it's

Cnnr'mﬁ:td iree crops from this family  cereal cropsand a

page7 was registered in Spain broadleaf herbicide for 8y pecenl; 1967 eguals 100 percent) cooked; and for a tomato
and South Africa. corn in the United States. that has summertime flavor
Registrations of pyridine GoAT W8 Inoducein year-rouitd. The first addi-

this docade new products

United States and several  from biotechnology achieved. The first licensing
other countries. research and development. agreement with a major
Registrations US. field trials sced producer was signed
of the pyridine herbicides  continued for cotton, pota-  , voiumes for Rounaupand 35 a distribution channel
should continue. Also toes and cormn resistant to ather giyphosate herbicices  for insect-resistant cotton,
R R . P S | 1 have increasad steadiy in . b i
ulmxlu.ug towaid Cotmuner msects; for soyoeans and pan because of new usas An agreement to develop,
ctalization are a broadleaf  canola tolerant to Roundup  encouraged by selective produce and market genet-
herbicide for European herbicide; for a potato that ~ Pro® reductions. ically modified tomatoes
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partnership with NTGargiulo Inc., one of the largest tomato growers
and shippers in Florida. The new agreement, signed in December 1997,
will combine Monsanto’s expertise in genetically modifying plants with
NTGargiule'’s capabilities in tomato breeding, production and marketing, 3
But before any new products can be marketed, we must gain regulatory
approval for these technologies. In 1992, the US. Food and Drug Administration
announced a new policy specifying that genetically improved focds are subject to the same
regulatory procedures as foods developed through conventional breeding techniques.
New growth potential als¢ comes from our Residential Products Division.
Products in this division inctude Roundup herbicide and Greensweep lawn-care preducts.
In 1552, the residentiai formulation of
Rourdup maintained its doubte-digit
growth. To take greater advantage of an
expanding home lawn-and-garden mar-
ket, we signed a letter of intent in January 1993 to acquire Chevron Chemical Co’s Ortho
lawn-and-garden business. The combination of Monsanto’s lawn-and-garden products

AT RAURL PaRauliy

Regulatory approvais silll must be
gained before Improved oods and
crops ¢an be brought to market.

R

pand

with the Ortho line and potential new products would allow us to continue b

the residential market and to generate incremental sales growth.

Our achievements in 1992 provide positive answers to our two key performance
questions: First, Roundup herbicide is forecasted to remain a volume- and revenue-growth
business inta the middle of the decade. Second, we now have two major advantages
that support biotechnology as a viable business in the second half of the decade: the
demonstrated soundriess of the technology and the availability of distribution channels
that will allow us to benefit from the value we add. @

U.S. No-tilt Acreage was signed with a leading  [GoAC Y Position owr
(Acrss ; mudlicas} : H :

P m:’:,mnw e 1OTAD grower and ship- residential products to
Crter) per in December 1992, cantire worldwide
B e Field trials growth.

B e e ~ channels wiil be clarified,  version of Roundup herbi-
0. i e R and?rodu“appmvah cide continued double-

Z' T e + will be sought from appro-  digit in1992 In

e B atory agencies. Immgglwmﬂl’w“ima
Agep::m:aj:: up: M®twnm¢dﬂﬁw letter of intent to acquire
ssizing the market cppoaurity  technology productscould  Chevron Chemical Co.'s

T TR e marktinte  Ordo bumand g

acreage in tha last five years. second half of the 1990s. business.

A Mnn=anio'e residential
procucts — incluging
Aoundug herbicide and
Graansweep lawn-care
preducts — are wati-
positian®d for increased
sakes in the growing home
lawn-and-garden market.

We've iden-
tified significant growth
potential in the home
lawnrand-garden market.
Strong consumer market-
ing of Roundup, Greensweep
tawn-care products, the
Ortho preducts and other
potential new products
will alfow us to expand in
the residential market and
generate incremental sales

growth. @
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THE CHEMICAL GROUP’

The Chemicai Group manages a portfolio of chamicai businesses that bring
high vaiue to cur customers, allowing the graup to cantribute signiticantly to

Monsanto's financial targets. If also aalectively develops highergrowth, higher-

retumn businesses that could offset tha potential attrition of eamings from maturing
operations. In 1992, operating Income from the group's core businesses was sup-
pressed by the continuing effoct of the waak wordwide economy, aspectally in the
automotive, construction and home furnishings markets. More than half of The
Chemical Group's products are sold into these markets. income was also affected

by a charge for cost-cutting actions and asset write-downs.

uture performance of The Chemical Group depends on our ability to manage
4 Food phosphates ennance . its five core businesses tor steady grawth of sales and operating income. The

e flavor. appeprancs and five largest businesses are plastics; rubber chemicals; nyvlon and acrylic fibers;
texture of processed pouitry, o . o J

meat and seafood. Food phos- Saflex plastic interlayer; and phosphorus and its derivatives. Together, they
phate products have piayed account for more than half of The Chemical Group's sales.

a major role in the shift of ] ) ] )
Mansanto's phosghorus-based Assuming a reasonable, sustained economic recovery through mid-decade,
husinesoane from commodihe TS R 4 STV ey

PRSI RTEIRR frame e kit gatii Ul GiCOC UdIROIT

markats to highar-valus,

Glven a reasonabls, sustalned aconomic recoverv
perfarmance-crianted markets.

is expecied ito grow
through mid-decade, each of our fargest chemicail

steadlly year to year. We businesses |s expected to grow steadily year (o year.

anticipate that by 199
their combined operating income will be significantly higher than their 1992 income.

Seflex plastic interlayer for laminated glass serves three major markets: wind-

&

Trrnas B Ctnin atlenia fmanmnn Thasina TOO0 wira i nrnulAd maaveleata advrae
el R JECHEUIE HIKUINE. wllidig 47 Wi 01 WOz INGIACW, Zivels
Mornsanto’s globak leader-  commissioned new facili- a reascnable economic
ship in key automotive and  ties for the production tecovery.
architectural markets for  of a superior windshield {coaL B Expand the
Saflex plastic interlayer product for the auto- performance plastics .
[ RSP T T S VY SRR POy [ YO I S, i
LILI.'ULlBll U.(Jlt;‘l)‘ MVESUNEs mMmouve OdfKel VUL It Uy Cll.lu.lﬂ_ul.s
in facilities and technology. With low- our geographic, market,
Declining cost, state-of-the-art and specialty product

economies inseveral key  capacity in North and
markets resulted in below-  South America, Europe

% i
forec‘ast- sa}es of Saflex. Th:s andVIAapan., we' re stfongly exacutive vios president
resuited in lower capacity  positioned to benefit of Monsarto and presidant
uttitzation and depressed  from a renewal of growth of The Chemical Group

Rober G, Potter. P

10 Monsanie 1992 Annkal Report
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is well-positioned in major North American markets to benafit from the anticipatad
recovery. To generate additional growth in this business, we're investing in facilities

to meet laminated glass demand worldwide — most recently in Western Furope, South

¥ The 1933 Dodge Intrepid
by Chrysls_r Corp. contains
moving deeper into strategic Mansante plastics in figh-

segments where we haven't been value applications on the
. L . consele, imerior dear panel,
major participants. In additien, staering column and instru-
we're continuing our efforts to expand the use of Saffex in architectusal markets where TNt PRIG.
the product’s advantages in safety, security, sound control and energy efficiency are valued.
Our plastics business ranks in the industry’s top tier worldwide. Our products—
targeted at the higher-value end of the market — are used in hot tubs, camper tops,

refrigerator interiors, hand tools and garden tools, trim and under-the-hoed parts for

America and Japan, We're also
To generate additional growth tor Saflex

plastic Interlayer, we're investing in tacilities
1o meet iaminated glass demand woridwide.

automobiles housines for business machines, and pa or medical delivery svstems

aummaoblies, NOUSIES 10T DUSiness maciunes, and paris [or medical aelivery sysiems.
Tvoical users of our plastc products are compartes in the computer, commu
1VpICal Users o1 $ur plasiic produdis are Comparu L Uig COMpuUier, conunu-

product performance as well as superior Jogistical and technical service. The fastest-
growing market for Lusiran ABS plastics today ic the southern Asia/China region,
which will account for more than one-third of world demand for ABS plastics by the
end of this decade, To serve this region better, we entered 2 joint venture in 1991 to
build and operate a plant for Lustran ABS in Thailand. When the plant becomes
operational in 1995, we will be the only producer of ABS plastics to have manu-
facturing sites in all four major global markets.

Our nylon and acrylic carpet fibers business serves the US. carpet industry,
particularly makers of quality residential replacement carpeting. Our carpet fibers

Comtimued on page 12
positions, while managing ~ The Chemicai major global markets. cial carpet segments,
cests to improve near- Group Sates Slow but Volumes
term operating income. e steady sales growthis increased in 1992, but
Volumes projected, with confinuing  margins narrowed because
increased in 1992, but pressure on pricing as of price deterioration.
margins decreased because long as gichal oversupply Slow but
of pressure on pricing, persists, steady volume growth

In 1992, we formed ajoint & The Chemical Group's ‘GoaL B} Maintain our is projected. Further cost

venture in Thailand thatby SO core of business fran- pagition in the US, carpet  reductions should help
chisas accounts for almost

1995 shoutd make us the ane-half of Monsanto's sales, Market by focusing ansell-  maintain profitability.

only producer of ABS ing cur nylon and acrylic  Pricing will remain a
piastics to have manufac- fibers to the residential key issue.
turing plants in all four replacement and commer- Cantinued on page 12
Monsento 1392 Anxual Report i1
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"THE CHEMIiCAL GROUP

command a preferred market share because of their

L 1152 Of

Continzzd from page 11

w

uperior performance in the C‘T.Jei

pemior perfos:

T e fma TAL
manufactur u"'!g ProCess, UL warranty €0t Fvear-Li

carpet is our commitment to quality
all the way through to the consumer, and it adds value to this business. In 1992, we com-
pieted a manufacturing project that resulted in added capacity and product improverents.
We'll continue to generate growth over the next five years with more advances in quality
and with new generations of

¥ The Mercedas 400SEL differentiated products. Cur nylon and acrylic carpet fibers command a
teatures Saflex plastic ' . preferred market share becauss of thelr superior
interl th Icl's iaadin Rubber chamicals

interlayer, tha warld's feading performance for our carpet mlil customers.
product for laminated wind- and phosphoms and its deriv-

shiekds. The three major
markats for this product are

atives are the most mature of our core businesses. We're finding ways to increase their
sales and operating income within industries whose growth has leveled off.
Inrubber chemicals, we've started a major program to determine the commercial
\nabihty of new production technology that not only is more efficient but also could lead
i to a significant reduction in process waste. In phosphorus and derivatives, we
rontinued to benefit in 1992 from our decisions to reduce costs and to shiftour
market focus away from commodity home-laundry detergents and
toward a variety of higher-value, higher-margin markets. In 1992, we
shipped our last pound of phosphate for heavy-duty home-laundry
detergents to US. manufacturers.

To supplement future earnings, The Chemical Group is
investing in high-technology products with low fixed-capital require-
and high-growth potential. Amoeng these products are
Flectron metallized materials, 3 line that we boistered with the

naw windshiglds, replace-
ment windsnieids, and
wrchilecturat uses,

amn
TIEHD

acquisition of Devex 5.A., a Swiss company that specializes in

WHERE WE ARE AND WHERE WE WANT YO BE

Continund | GOAL K3 Manage our 1992 Salea by Markat The government of the derivatives business in
page 11 world leadership position ~ {Detlem milind Soviet Union had beenone  the United States.
in rubber chemicals, while i’j; of the largest buyers of our Periormance
achieving the returns we 0. rubber chemicals preducts.  from operations improved
experienced In previous 600. W Corsrcsion Sales will in 199, as we continued
years. 0. v & grow slowly. A new our move cut of com-
Sales declined ot - m"""““’ production technology modity home-laundry
in 1992 in an Eﬂmeﬂt A The Ghemica: Group holds promise for sigu- deterg_ents into a var.iety
of global overcapadty, makes high-value precucts  ficant iniprovements in of performance applica-
tire industry consolida- sald primardly 10 the aulome- o anyfarturing efficiency.  tons in food, dental and
X - {ive, construction and home .

tion, and turmoil in jurnishings markets, Operate the other high-value market
the Commonwealth lowest-cost, highest- segments,
of Independent States. vaiue phosphorus and

12 Mapsanta 1992 Annual Report
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AT Pay t

metallizing processes. We also acquired Diamonex Inc., a woeld leader
in high-performance diamond and diamond-like coatings for incdustrial,
optical and electronic uses.

“We recognize that we're going to have to ramp up our invest-
ment in our businesses,” says Robert G, Potter. executive vice president of
Monsante and president of The Chemical Group, “We'll invest to meet cus-
tomer needs with four intentons: to make a lower-cost product, to make a
higher-quality product, to meet specific demands of strategic segments of a market, and
to increase capacity as necessary to take advantage of any market growtls opportunity”

In 1992, we also initiated a process that should help us continue to reduce our
cost of doing business. The
Chemical Group's restruc-
turings in 1985 and 1991
focused on closing ineffi-
cient plants and on getting
out of businesses that didn't support our strategic abjectives. The current initiative is
designed to find more effident ways to deal with inventories, to handle customer orders,

We're investing to make lower-cost and higher-
quallty products, to meet specific demands of
market segments, and to Increase capacity as
needed to take advantage of market oppartunities.

to organize production runs, to use capital and human resources, and to manage all other
essential business processes,

The management of our core businesses for steady, dependable growth of sales
and operating income bas three parts. First, we'll launch initiatives o exploit the distinct
opportunities that exist within each business. Second, we’ll support those initiatives
with increased capital investment. And third, we'll become mote competitive by reducing

our overall cost of doing business. &

A Wagar-Datea camiet,
madza wilh nylen and acrytic
finers irom Monsamo, is
one of the moest respecied
narmes in top-quality, high-
perfarmance rasidential
carpeting. Rasidential car-
peting makes up 65 percent
of the U.8. carpat market.

1992 Sales by Division Salesgrowth  growth potential.
ity percer! should be moderate, Flectron metal-
- 29% Fibera despite continued intense  lized materials recorded
- e competition. We expect its first commercial sales
7 17%peomarss {0 maintain our low-cost in 1992, We acquired the
‘ 13%Rubberand  position because of Swiss company Devex S.A.
L - m improved manufacturing  to complement Flectron. We
Producty productivity. also acquired Diamonex

A The Fibers Division
contributes the largest sales
parcentagse in Tha Chemical
Groun, fallowad by Resine,
Plastics, Pearformance
Products and Rubber and
Process Chemicals.

[aoa K Build a pertfolio

of businesses basad on

Inc., a two-year-old com-
pany that is a world teader

high-technolpov concenta
B~ ol ind of SRR

that have low fixed-capital
requirements and high-

in high-performance

diamond and diamond-
Jike coatings for industrial,

optical and electronic uses.
Sales for
Flectron, Devex and
Diamonex are expected
10 grow 1apidly, with
high margins and high
returns. These and
other high-performance
products to fellow will
supplement future
earnings of mahiring

products. &
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¥ Orangina Light, mads by
Oranging France, is one of

the European beverages
thai contaln NutraSwest
brand sweetenar. Europa is
the fastast-growirin) warld

market for NutraSweet.

14

o sach requested and signed sepa-

|

. THE NUTRASWEET COMPANY

The NuiraSweel Company coniributes to shareowner veiue by generating cash
and income for Monsanto. The unit makes and markets innovative food ingredi-
ents that promote heaithy lifestyles, such as NutraSweet brand sweetener and
Simplasse all natural fat substitute. in 1992, sales and operating Income were
less than in the previous yser. This decline was caused by reduced selling

pricag for NutraSwast dus ta competitive pregsures leadin

RIS
S waal Cl |BEGING U

i of the company’'s U.3. pa

the company’s 1.3, pai

ni for aspariame. Operaiing incoma

was also attected by a charge ior coat-cutting actions and an asset write-down.

he NutraSweet Company entered 1992 with two directives: one defensive,

the other offensive. Defensively, we were concemed about the U.S, customer

base for NutraSweet brand sweetener that fueled our rise from a stari-up

operaticn in 1981 to a company with $879 mitlion in sales in 1992. Those

customers would have other supplier options after cur US. patent for aspartame expired

on Dec. 14, 1992, Offensively, we had to identify new sources of sales growth in a post-

patent envirenment, recognizing that competitive pricing for our large-velume customers
would restrict revenue growth for NutmSweet, our brand name for aspartame.

Our defensive cancerns have

diminished: The Coca-Cola Co. and

PepsiCo Inc,, our two largest customers,

Qur two largest custormers entered
into aeparate sgreements stipulating
The NutraSweeot Company as thelr
5 preferred supplier of aspartame.

rate agreements stipulating
B The NutraSweet Company as their preferred supplier of aspartame. Other
% carbonated soft drink companies sought similar assurances of supply.

WHERE WE ARE AND WHERE WE WANT TO BE

(Goal §§ Retairiand
build our market positon
for NutraSweet brand
sweetener with key
carbonated soft drink
customers, and sustain
our competitive advaniage
in the carbonated soft
drink industry.
Relationships
with The Coca-Cola Co.
and PepsiCo Inc, were
solidified in 1992. Both

Moneante 1992 Annyel Repert

entered into separate our solid leadership in

agreements stipulating consumer brand loyalty.
The NutraSweet Company Aspartame
as their preferred supplier  volumes wiil continue

of aspartame. We remaired  to grow through mid-

the only company with decade, ajthough at lower
the capadity to meet the post-patent prices.
requiremnents of customers

who use large amounts of
aspartame. We strength-

i Robert E. Flynn, »
ened our position as the ) e

* ~ chairman and chist
low-cost pmdum of sxgcutive oificer of
aspartame and maintained  The NutraSweet Gompany

DSW
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As of year-end 1992, no other sup-
plier could produce aspartame in the
quantities required by the top-tier
users, “No one has yet built an aspar-
tame plant anywhere in the world that
can compete with us,” says Robert E.
Flynn, chairman and chief executive
officer of The NutraSweet Company.
"And we have reduced our cost of manu-
facturing by almost 70 percent over the past
decade through process improvements and
capital invesiments.”

In the race to provide the huge volumes of aspartame required by the cerbonated
soft drink industry, our competitive advantages are taste, cost, scale, reliability, quality,

safety, customer support, and con-
Manufacturing costs for NutraSweet

brand sweetener have been reduced by
almost 70 percent during the past decade.

sumer brand loyalty.

We have several options
for growth in the carbanated soft
drink market. One is fountain conversion — replacing the current blend of aspartame and
saccharin in fountain products with 100 percent aspartame. Another is sugar blending,
which substitutes aspartame as a lower-cost option for some of the sugar in nondiet prod-
ucts. A third is higher-concentration formulations that use more aspartame.

W alsp anticipate sales growth from tabletop sweeteners and food ingredients
in the United States and {rom our Evropean operations.

Continued on page 16

4 Kraft Light o' Lively Light
i8 tna lirst saur cream 10 usae
Simplessa all naturat fat
substilite, which helps
reduce iat and calories in
faods such as dips.

A

[ SOAL 3 Solidify category  The MutraSweet expanded the category

leadership for our family of ﬁfm’:; z:';[;mw ey DY attracting consumers

tabletop sweeteners. who didn’t previously use

Qur 1992 adver- a tabletop sweetener.

tising campaign for Equal By expanding

tabletop sweeiener, featur- the market for existing

ing actress and singer Cher, tabletop products and by

ncreased sales and built A Sales for The NutraSweet  infroducing new ones,

consumer interest in the Company in 1992 were we expect to double our
atfected by raduced selling .

tabletop swectener orices for NufraSwest beand  penetration of U.S. house-

category. Qur successful sweotaner bacause of holds by 1995.

launch of NufraSweet f; :;:e:; ;é;ﬁit:;g?; {GOAL F¥ Retain exist-

Spoonful fabletop sweetener  for aspaniame. ing food customers for

aspartame while develop-
ing new business through
regulatory approval of
new ways to use aspar-
tame in foed.

Sales of
aspartame for food uses
increased in 1992 com-
pared with 1991 results.
In 1992, aspartame was
approved in the United
States for use as a bulk

Continued an pige [6
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bletop sweetener. Equal leads the tabletop swestener category in
doliar sales, including significant incteases in 1992 due to an aggressive advertising
campaign featuring actress and singer Cher.
NutraSweet Spoonful was introduced in 1992, following US. Food
and Drug Adminstration approval to market aspartame in buik form. The
bulk formulation allows ane teaspoon of NutraSweet Spoonful to cortain the
same sweetness as one teaspoon of sugar, with one-eighth the calories. The tar-
get market for this preduct is the 40 million o 60 miliion US. consumers who use
products containing NutraSweet brand sweetener, but don't use 2 tabletop sweetener.
Qur food ingredients business in 1992 consisted primarily of nonbeverage
aspartame uses and of Simplesse all natural fat substitute. Sales of aspartame as 2 food

ingredient increased in 1992, Simplesse is now featured in approximately 30 different

A The NutraSweet CGampany
has established a market-
loading position in the United
States with Egual tabletop
sweaetaner. Thraugh

product lines worldwide.
Twenty-two nations have
approved Simplesse for

Sales of NytraSweet brand sweetener In Eurcpe are
expacted to outperform the total European market
for aspartame in thae second half of the decade.

aggressive marketing and
new-product introduchans,

use as a food ingredient.

we Intend to double L1,S.
consumer use of our
tabletop sweestaners.

Coritmued
from

peage 13

16

The product is now being used in reduced-fat cheese, frozen desserts, sour cream, baked

goods, butter, margarine, mayonnaise, salad dressings, yogurt, puddings, soups and

sauces. Current efforis are aimed at reducing the cost of Simplesse to allow greater pene-
tration of the food manufacturing industry, which is extremely cost-sensitive.

[ P - AU, S U L S
AWJI x:.u.myc:m Lidl RS ULl v

b il ATI
THWE WLl AJINUIENY

- o T | N ——
to Co. Inc. increased iis

sales of aspartame significanfly in 1992, despite a heavy import duty. In the second half of
the decade, sales of NutraSweet brand sweetener are expected to outperform the total

WHERE WE ARE AND WHERE WE WANT TO BE‘

tabletop sweetener and in
hot breakfast cereals, in
malt beverages containing
fruit juice, and in refriger-
ated, ready-to-serve pud-
dings and fillings. It was
also approved in Canada
for baking applicatons.
Prices wil
be lower as a result of
post-patent competition.
Competition for the busi-
ness of focd manufacturers

Monsanto 1992 Annual Report

will also intensify. US.
approvals are pending for
the use of aspartame in
baked goods, canfections
and noncarbonated
beverages.

[GoAL B Reduce the
cost of Simplesse all
natural fat substitute to
the point where it will
stirnulate significank new
sales to high-volume
food manufacturers.

Europesan Aspartame Sales Kraft Light o'

{Pereent based on solume]

W NutraSueet WAl other aspartame

A Sazles of NutraSweetbrand
swesatener have baan mere
thap naif of the total estimated
aspartama saias in Europe

in the iast five years.

DSW

Lively Light sour cream
led the new-product
launches that featured
Simplesse as an ingredient
in 1592, We continued to
demonstrate in 1992 that
Simmplesse works as a good-
tasting fat replacement.
The technical
questions have been
answered. The remaining
question is economic: Can

022005
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European market for aspartame, which is expanding at 13 percent anrually. Qur
aspartame plant in Gravelines, France, is on schedule for completion and start-up in mid-

1993, The plant is also a joint venture
Sweatener 2000, aur next-generation with Ajinamoto, a Japanese food ingre-
dient company and long-time partner of

The NutraSweet Company.

high-potency sweetener, offers the

lang-term opportunity of competing In
the world’'s overall swestener markat.

The firs

Simplesse were recorded in 1992. We've demonstrated that Simpiesse works as a fat sub-
stitute in the most important European categories of cheese, butter
and dairy spreads. On the strength of sales to manufacturers of
these products, European sales of Simplesse are expected to
grow significantly over the rext five years.

Davelepment of The NutraSweet Com)
generation high-potency sweetener continued during 1992.
“Sweetener 2000 is really moving along,” Flynn says, “If we get it
approved, we'll go after the world's sweetener business, not just
the diet sweetener business.”

The pivotal year of 1992 ended with both of our
directives accomplished. Our key customer base is intact, and
sources of growth have been identified, from the near-term,

new-product and new-market opportunities for
NutraSweet brand sweetener and Simplesse all
natural fat substitute, to the long-term possibilities
of Sweetener 2000, @

we sell Simplesse at aprice  in 1992 over 1991 results, tame market in Europe
that is profitable for usand  despite a significant import  will continue its strong
for the food manufacturer,  duty. Work contiruedon  growth, and our sales are
without requiring that construction of an aspar- expected ta outpace the
finished goods be priced tame plant in France, a market’s annual growth
at more than the consumer  project with our long- rate. Growth for Simplesse
is willing to pay? We'll seek  time pariner in Europe, will be determined by

to resolve that issue in 1993, Ajinomeoto Co. Inc. The our ability to produce it
[aoat B Stimulate plant is on schedule for at a cost that will allow us
growth of aspartame and ~ start-up in mid-1993. The o price it favorably for
Simplesse in Europe. first European sales of European manufacturers
Aspartame Simplesse occurred in 1992 of cheese, butter and

seles in Europe increased OUTLOOK. JIREFL i

dairy spreads. @

A NutraSwast Spooriful,
oL newast entry in the
tabletop swesatener market,
is designed ta attract the
49 million to 60 million

U.8. consumers who like
NutraSweet but don't usa
a lakietop sweetener,

U.S. Ratall Market Share
of Tabietop Sweeienera
{Percent of dodtar share vole)

(Sawrce: Nicksen Howsenold Paized Daral

W [he Nuiradweet
Cuingany
& All others

» 4
[ - .
<D D

A The NutraSweet Company
ia tncreasing its presencs in
the 1.8, retail market for
tabletop sweeateners.
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¥ Searle continues to
expand its operstions In
tha seven natiors (clock.
wise fram bottom left; the
United States, Canada,
the Unied Kingdom,
CGiermany, italy, Japan and

“rance) that account for
almost 2C percent of the
warid's pharmaceutical

sales

18

Searle contributes to Monesnte's value by bringing to market new pharmaceutis
cal prodiucis that generais revenue and earnings growth. Results in 1292 were

lowared primarlly by new-product launches, chargea assoclated with cost-cutiing
actions, and iower pricas for drugs sold to managed health care groups and
through Medicaid, Wa alsc had our first generic compaetition in the Unlted States
tor the sustained-reiease form of Cafan calcium channei blacker. While pricing

preasures may bacoma a long-term concern for the nharmagceouticat ir

3
i1

{aunch coata and tha charge for cost-cutting steps represent near-tarm invest-

ments that wili position Searls for Improved growth and profilability.

F——he year 1992 was pivotai for Searle, as we took dramatic steps to shift our
product mix into a higher percentage of drugs with patent protection or
I marketing exclusivity. Four new drugs received approvals in various coun-
tries: Maxaguin, a once-a-day quinolone anti-infective agent; Daypro, a
once-a-day treatment for the symptoms of arthritis; Ambien, a treatment for short-term

insomnia; and Arthrotec, a treatment for the symptoms of arthritis.
These products were timely additions. The sustained-release form of Calan,

our calcium channel blocker

. . Rescurces are baing shifted to support the
% and a leading US. brand, PR

U.S. launches and growth of three new drugs.
faced its first generic com-

petition in 1992. We'll shift the resources that have supported Cafan to the US.
launches and growth of Mawaguds, Daypro and Amibien,

In light of these changes, we face one central question: How quickly can we
' convert the promise of fiew products into significant sales and earnings?

WHERE WE ARE AND WHERE WE WANT TO BE

[GOAL K} Increase the
infroduction of new
pharmacentical products.
Mzjor pharma-
ceuticals were approved or
launched in key markets in
1992. Maxaguin quinolone
anti-infective agent was
launched in the United
States and approved n 11
other markets, Daypro, a
treatment for the symptoms
of arthritis, and Ambien, a

Mansante 1992 Anaual Report

treatment for short-term preventive drug proceed-
insomwia, were approved  ed on schedule, with plans
in the United States. for a 1993 launch in Japar.
Arthrotec, 2 treatment for Sales of

the symptoms of arthritis, ~ Maxaquin, Daypra, Ambien
was approved in Sweden,  and Arthmter will allow
France and the United us o increase the percent-
Kingdomin1992,andin  age of our income from
Canada in early 1993.

These last three products

willbelaunched in 1993. o i o Gigars, 140, 5
Inaddition, global T cpyaieman and chiet sxser e
duction of Cytoter ulcer officer of G.D. Searte & Co.

DSW 022007

 STLCOPCB4007316
TOWOLDMONO0015712



We've always planned to introduce major new products with marketing exciu-
sivity to coptinue our growth and improve our profitabitity, Sales of Maxaguin, Daypro,
Ambien and Arthrotec will allow us to increase the percentage of our income from prod-
ucts with marketing exclusivity. Patents protect two of the four into the next century. One
exception is Daypro, whose marketing exclusivity extends unti} 1997, but for which we're
seeking an extension. Patent applica.
Our chalienge is to quickly convert [{10!15 are also pending fOl' A!H’Imfﬁﬁ

Although the US. patent for
Mazxaguin runs through the year 2002,
we've applied for an extension of our exclusivity into 2005, “This product has been suc-
cessfully launched into the fastest-growing segment of the worldwide antibiotic market,”
says Sheldon G. Gilgore, M.D., chairman and chief executive officer of Searle. “In the
United States alone, this market segment was well over $600 million in sales
in 1992, twice what it was five years ago. With our once-a-day dosage for
all approved indications, we're on our way toward being one of the major
players in this category.”

the promise eof new producis inio
signiflcant saies and earnings growth.

Daypro, the first once-a-day treatment in the most prescribed
class of arthritis therapies, was approved in the United States in 1592,
“Daypro should be an important new product for the US. market,”
Gilgore says. “Research has demonstrated that patients are more
likely to take the proper amount of their medication if they have

Comtinued on page 20

prodects with marketing Thesusiained-  Sewrie Sales

exclusivity. Behind them,  release form of Calan cal- 7P f ol Hesinie i)

the product pipeline cium channet blocker lost

includes potential treat- marketing exclusivity in

ments for diseases suchas  the United States in 1989

AIDS, thrombeosis, psoriasis, and faced its first generic

atrial arthythmia, ulcerative  competition in 1992 We've | o 00 oo o aimest
wlitis, and Alzheimer’sand  prepared for this challenge  one-tifth of total Monsanto
age-assodiated memory by strengthening the brand ';’;:f;”::pg;‘;“fﬁ:;‘:::;a
impairment. image of Calan and by over tima.

[GoaL B Manage thelife  pursuing a new patented

cycles of existing products  formulation. We'll manage

as their patenis expire, support costs to reduce the

¥ In 1993, Ssarla will
faunch twe new treatmenms
for ihe sympioms of arthritis:
Raypro o the United States,
and Arthrotec In tha Unitad
Kingdom. Sweden and
Canada.

eclining sales on
operating income. Candere!
tabletop sweetener, which
has been without patent
protection for several
years, continued its
healthy perfotmance in
Europe on the strength of
its brand image.

Market share
erogion for Calan appears
inevitabie, but holding the

Cortinued on page iU
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A Maxaquin guinolone anti-
infective agem, a once-a-day
treatmant for urinary tract
and lowear respiratory tract
infections, was launched in
saven countries in 1892, It

is part of the fastest-growing
sagment of the waridwide
antibiotic market.

SEARLE Continued frem page 19

was approved in the United States and is awaiting approval in Canada. The sleep-aid

U, Py P S 1

market has shrunk in recent years because of physicians’ and patients safety concerns
over benzodiazepine hypnotics. Because Ambien is from a different class of drugs, it offers
a new alternative to a largely dissatisfied market.

Arthrotec arthritis treatment offers powerful pain relief with reduced risk of gas-
troduodenial ulcers through a combination of a leading anti-arthrifis medication and our
Cytotec ulcer preventive drug. Arthrotec was approved in Sweden, France and the United
Kingdom in 1992, and in Canada in early 1993. Approval is pending in several other major
European countries.

These four new high-potential drugs should reinvigorate our existing product
line, The launch costs will affect earnings near-term, but the long-term payback shouid be
substantial. Behind these drugs, the
pipeline features new treatments for
diseases such as AIDS, thrombosis,
psoriasis, atrial arthythmia, ulcerative

Launch costs ftor new drugs will affect
immadiate earnings, but the long-tarm
payback should ba substantial.

colitis, and Alzheimer's and age-associated memory impairment. They still must demon-
strate their safety, efficacy and economic value; some of them will never be
commercialized. From their ranks, however, we expect the next generation of profitable
Searle products.

In addition, we continue to benefit from the contributions of two other solid
performers. Cytotec ulcer preventive drug accounted for $124 million in sales in 1992,
Launch plans for Cytotec in 1993 are being prepared for Japan, as we work toward com-
pleting its global introduction. Canderel, our tabletop sweetener made with NutraSweet
brand sweetener and soid primarily in Europe, delivered $157 milkion in 1952 sales. [t also

WHERE WE ARE AND WHERE WE WANT TO BE

cm::’: line on costs should
page19 maintain this drugasa

20

significant earnings con-
tributor throughout the
decade. No other major
Searle products face
generic competition before
1997. Canderef, which prior
to 1986 was sold only in
pharmacies in Europe, will
continue its expansion into

food stores.
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Patented Product Sales
(By pereent)

i Searie 5 growing ihe
percentage of its sales that
comes from products with
patent protection.

Expand our
presence in markets
outside the United States.
[n 1992, we
acquired the remaining
shares of our US. and
[talian joint venture

with Alfa Schiapparelli
Wassermann. We also
acquired majority interest
in Sanjtas, a medical prod-
ucts distribution company
in the Czech Republic, and

Searie Sales by Country

{By percent}
48% United
States
11% Frange
[ .
8% Lruted
‘ Kirgdom
5% Japan
4% Canada
P 2%y
b 17% All others

A

A More than 80 parcent of
Saarla’s saies in 1992 were
in the seven countries that
make up the larges: share of
the worldwide pharmaceuti-
cal market.
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forms the foundatien for an over-thecounter business that we'd like to expand. With an
eye toward the over-the-counter market, we entered the Canadian diet food-supplement

riet in 1992 through the acensisibon of Nutri-Bar and Nutri-Dief meal replacements,

Even as we benefit from the sales

We continue to expand our presence of our new products, we expect Calan

In Western Europe and Japan, and ich channel blocker t i
calein
10 seek strategic alliances and other = © e o Temam an

coltfaborations in emerging markets. eamnings contributor, The name Calan

conjures a powerful image for physicians

¥ Ambier, a treatment far
short-term insomnia, recaived
appraval in the United States
in 1992. Ambian is the first
product in a new class

of compounds ihat offer
physicians mara cptians

and patients that, in many cases, wilt sustain it as the calcium channel blocker of chaice.
We're also developing an enbanced formulation based on a unique delivery system that
promuses significant benefits and the potential for future growth. Currendly, we're
decreasing administrative and marketing investments behind the brand to reduce the
effect of declining sales on operating income.

far their patients.

We're expanding the presence of our products in key global markets as
well. In 1992, we acquired the remaining shares of our US, and Italian joing ven-
ture with Alfa Schiapparelli Wassermann. We also acquired a majority interest
in Sanitas, a medical products distribution company in the Czech Republic,
and we established a joint venture in Taiwan.

In the years ahead, the challenge of tuming our new-product launches
into profitable brands worldwide will require the best efforts of everyone at
Searle. It will bolster these efforts by continuing to seek innovative aliances
to complement our marketing and research and development. “We don't

" .
our task,” Gilgore says, "But we're con-
a' ot L -

dl

P L O A S
at Wi [Ielp US a(nieve Our goais.

established a joint venture  the emerging markets of New Product Launches  the<ounter consumer
. ~ o am oL [ Key Countries L L

in Taiwan, Central ard Eastern Eiirope _ health care business.
We'll and in the Commonwealth ™ 7 We entered the Canadian
continue to expand our of Independent States. diet food-supplement mar-
presence in the United Evaluate ket in 1992 through the
States, the United Kingdom, opportunities to re-enter acquisition of Nutri-Bar

France, Germany, Italy, the consumer heaithcare ; 3 & and Nutri-Diet meal
japan and Canads, which  business. L . M. replacement products,
make up almost 80 percent The strong L) O DO D We'll

of the global pharmaceutical ~ performance of Canderel 4 Searia condnues to launeh  continue to look for
market. In addition, we're  tabletop sweetener pro- ‘::;dm ;mnagf:g% over-the-counter product
seeki.ng strategic partners vides the foundation on mara than two a year for the opportunities with multi-
and other collaborationsin ~ which to build an aver- tast fivg years. national applications. @
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A TRIBUTE TO EARLE H. HARBISON, JR.

Earle H. Harbisan, Jr. will retira from Monsanto on Sept. 1, 15983, bringing to an
end a distingulshed career that spans aimost 26 years, From May 1986 to January
1983, he was president and chiet operating officer. He haa been a member of the

board of directors for seven years, and he is currently chalmman of the execytive

cammittes of tha haard.

enure and titles are only a partial measure of Earle Harbison's gift to the

company. Equally at ease with heads of staie and entry-level workers,

Harbison has been 2 strong and persuasive voice for free world trade, a

passionate disciple of Monsanto’s technologies, a mentor and role modet to
many aspiring managers, and a true patron and dvic leader in the St. Louis community.

He will leave Monsanto with a sense of satisfaction and conf:dence that the
plans in place for the company’s future are sound. “I firmly believe our people are our
greatest asset. When you get the right people together with the right goals, you've got an
unbeatable combination,” Harbison says.

Still, the thought of his pending retirernent is bittersweet. “I've enjoyed virtually
every day I've spent at Monsarto,” he says, “but there comes a time to move on, and that
time is at hand. [ look forward to the future with the same enthusiasm I felt 26 years ago
when [ walked into Monsanto.”

Earle Harbison may be stepping aside, but he won't soon be forgotten, Certainly
nat by the thousands of Monsanto empiovees worldwide whese lives he touched over
the years. In whatever he chooses tc do, it’s a sure bet he'll continue to make his mark as

a true leader and a gentleman.

Earle H. Harbtson, Jr, *»
Chiaiiman, axsculive

committea of the board
ot directors
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tUnisas otherwise
indicated by the
contex, "Maornsanio”
means Monaanto
Compary and con-
solidated subsidlaries,
and “the Company”
means Mcnsanto
Company oniy.

All ccliam are in
milllons, sxcept

Fer ahare cata.
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" MANAGEMENT REPORT

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

Management also is responsible for maintaining

a systemn of internal accounting contrals with the objectives

of Dmvldme reasonable assurance that Monsanty's assets
are s.afegua.rded against material loss from unauthorized
use or disposition and that authorized transactions are
properly recorded to permit the prepazation of accurate
financial information. Cost/benefit judgments are an
important consideration in this regard. The effectiveness
of infernal controis is ma.in'rainec'l i)y personnei seiection

QI e e L1l e e
and fraining; division of Aayu"\mumuca, estaplishimient

A [ O M M P OB

The Audit Committee is composed of five non-
employee members of the Board of Directors and met five
times during 1992. The Comumittes reviews and monitors
Monsanto$ internal accounting controls, financial reports,
accounting practices and the scope and effectiveness of the
audits performed by the mdependent auditors and internai
auditors. The Committee aiso recommends to the full Board
of Directors the appointment of Monsanto$ principal inde-
pendent auditors and approves in advance all significant
audit and nonaudit services provided by such auditors.

As ratified by shareowner vote at the 1992 annual meeting,
Deloitte & Touche were appointed as independent auditors
to examine, and to express an opinion as to the fair pre-
sentation of, the consolidated financial statements. This
opinion follows.

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

24 Moniento 1992 Annual Report

and communieat -

on of policies; and angoir
and audite,

Management believes that Monsanto’ system
of internal accounting controls as of December 31, 1992,
is effective and adequate to accomplish the above
described abjectives.

g internal
review programs an

P 7 . . ¥ . 'e 4.

Richard ]. Mahorey Francis A. Stroble
Chairman and Senior Vice President and
Chief Executive Officer Chief Financial Officer

February 26, 1993

without management representatives present, to

discuss the resuits of their examinations, the adequacy

of Monsanto$ internal accounting controls and the quality
of financial reporting, The Committee encourages the
internal auditors and Deloitte & Touche to communicate
directiy with the Committee.

The Audit Committee has reviewed the financial
section of this Anrual Report. Pursuant to the recommen-
dation of the Committee, the Board of Directors has
approved the financial section.

“_4%,[{, -
Buck Mickel
Chairman, Audit Committee

s
/I

February 26, 1993
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INDEPENDENT AUDITORS ™ OPINION

To the Shareowners of Monsanto Company:

We have audited the accompanying statement of
consolidated financiai position of Meonsanto Company and
Subsidiaries as of December 31, 1992 and 1991, and the
related statements of consolidated income, shareowners’
equity and cash flow for each of the three years in the
period ended December 31, 1992 These financial statements
are the responsibility of the Company$ management. Cur
responsibility s to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with gener-
ally 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 misgtatement. An audit includes examining,
on a test basis, evidence supporting the ampunis and dis-
closures in the financial statements. An audit also includes
assessing the accounting principies used and significant
estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that
our audifs provide a reasonabie tasis for our opinion.

In our opinion, such consolidated financial state-
ments present fairly in all material respects the financial
position of Monsanto Company and Subsidiaries at
December 31, 1992 and 1991, and the results of their
operations and their cash flows for each of the three years
in the period ended December 31, 1992, in corformity with
generally accepted accounting principles.

As discussed in the Notes to Financial Statements,
in 1992 Monsanto changed its methods of accounting
for postretirement benefits other than pensions and for
income taxes,

Delsiite & Taccde

Deloitte & Touche
St. Lowis, Missouri

Monsarto 1992 Annuel Report
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' STATEMENT OF CONSOLIDATED INCOME

(Dollars n millions, excert ver share} 1992 1991 1990
Mot Saies $7,763 §7.936 38,068
Cost of goods sold 4,710 4,519 4,787
Gross Profit 3,083 3,417 3,281
Marketing expenses 1,115 1,042 1,113
Administrative expenses 487 530 470
Technological expenses 720 630 661
Amortization of intangible assets 237 233 229
Restructuring expense - net 436 457
Operating Income 58 475 808
Interest experse (169) (166} (176}
Interest income 43 64 51
Ofther income {expense) - net o (108 (19) 33
Income {L.oss) from Continulng Operations Before income Taxes {174} - 354 716
Income taxes 48 116 230
Incoms (Loas) trom Continuing Operations (128) 238 486
Discontinued Operationa:
Income from Fisher Controls u 58 60
Gain on sale of Fisher Controls 554
Incoms from Discontinued Operations 578 58 &0
Income Before Accounting Changes 452 296 546
Cumulative Effect of Accounting Changes:
Postretirernent Benefits Other Than Pensions (658
Income Taxes 118
Net Incoma (Losa) 3 (88 5 29 § 546
Eamings por Share:
Income (Loss) from Continuing Operations $.0D $ 187 $377
Discontinued Operations 4.68 046 .46
Accounting Changes 4.38 )
NeT income {Loss) $(0.71) $£233 $ 423
The aborve statement should be read in conpunction with pages 47 tovugh 53 of this report.
Previcusly reported emounts have been meclessifisd Yo present risher Controls as discordinued operations,
KEY FINANCIAL STATISTICS 1992 1991 1590
Aa s Parcant of Nat Seles:
Gross Profit 39% 43% 41%
Marketing, Administrative and Technological Expenses 30 28 28
Research and Development Expenses 8 8 7
Operating Income 1 6 10
Income (Loss) from Continuing Cperations Q) 3 6
Net Income (Loss) 4] 4 7
Effective income Tax Rate (28) 13 n
Aeturn on Shareowners’ Equlty (2.6) 7.6 13.6
=8 Maonsdnto 1992 Arnuai Report
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REVIEW OF CONSOLIDATED RESULTS OF OPERATIONS

1992 FINANCIAL RESLLTS WER
EXPECTATIONS

The year 1992 was one of transition for Monsanto.
Several nonrecurring actions affected 1992 net income, and
performance from continuing operations was a disappoint-
ment. The US, economy has been stow in rebounding,
while the European economy deteriorated. This resulted in
significant competitive pressures on The Chemical Group's
selling prices. Pharmaceuticals profitability suffered from
the high costs associated with the launch of Maxaguin
quinolone anti-infective agent, the expansion of the US.
sales force to support Maxaquin and other anticipated new
product introductions, and lower selling prices. In addition,
as expected, NutraSweet net saies declined as a result of
lower selling prices,

Bright spots in 1992 were the strong sales volume
growth in Roundup and the acetanilide family of herbicides,
prompted by successful marketing programs and good
weather conditions, the completion of major NutraSweet
customet contracts, and the governmental approval of
several new Pharmaceutical products.

THE YEAR WAS AFFECTED BY NUMEROUS
UNUSUAL EVENTS

The year 1992 was also significantly affected by
numerous unusual events. Monsanto continued its restruc-
turing program, which primarily affected Pharmaceuticals,

i H PEPE U S Sy 0 B SRR I LV
in 1992, The Fisher Conizols business was soid, In addition,

E BELOW

M i oy walan Lo
Monsanto implementad new accounting rules related to

postretirement benefits and income taxes.

NET LOSS INCURRED FOR THE YEAR

These unusual events resulted in Monsanto incur-
ring a net loss of $88 million, or $0.71 per share, for 1932. The
impact of the 1992 and 1991 unusual events is summarized
in the following table:

Net Income (Loss}
1992 1991
Gain on the sale of Fisher Controls $554
Restructuring and other actions (425) $(332)
Other unusual items 47)
Accounting changes:
Postretirement Benefits Other
Than Pensions (687)
Income Taxes o 118
Total Unusual Events (487) (332)
Income from Fisher Controls
Operations 24 58
Total Impact on Net Income $(463) 5(274)

In Qctober 1992, Monsanto sold Fisher Controls
for $1.275 million in cash, realizing an aftertax gain of

Mam an g £0 o 1

TULICH, O 2%.9Y PET Share. The ﬂnanaai statements
present the results of Fisher Cantrols as discontinued oper-
ations, Reported amounts for previous years have been
reclagsified consistent with this presentation. See page 48
in the Notes to Financial Statements for further information
an Fisher Controls. ‘

In November 1992, the Board of Directors approved
a series of restructuring actions in operating and staff units
designed to make worldwide operations more focused,
productive and cast-effective, Major elements include reduc-
tions in employment, a number of consolidations, closings
and sales of nonstrategic businesses and facilities, and a
realignment of selected research investments. These actions
resulted in a one-time aftertax expense of 3425 million, or
$3.44 per share, in the fourth quarter of 1992,

Other unusual items totaled an aftertax expense
of $47 million, or $0.38 per share. These items principally
were costs incurred as a result of damage to a glyphosate
Taw material manufacturing unit in January 1992 and the
settlement of certain iawsuits related to the Brio Superfund
site in the secand quarter of 1992,

Effective January 1, 1992, Monsanto adopted
Statement of Financiai Accounting Standards {SFAS)
No. 106, “Employers’ Accounting for Postretirement
Benefits Other Than Pensions,” for its retiree benefit plans.
The adoption of this rule resulted in a one-time aftertax
expense of $458 million (81,045 milkion pretax), or 85.34 per
share, The incremental effect of SFAS No. 104 during 1992
decreased operating income by $45 miliion and income from
continuing operations by $29 million, or $0.23 per share.

Also effective January 1, 1992, Monsanto adopted
SFAS No. 109, “Accounting for Income Taxes!’ The adop-
tion of this rule resulted in a one-time aftertax gain of

il e B OF amnn ol o
5113 uLi..u.l" Ul), Vi LT yt:l alldre.,
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Excluding the unusual actions and events summa-
rized in the table above, 1992 net income wowld have been
$375 million compared with $570 million for the prior year,
a decline of 34 percent. Earnings per share in 1992 would
have been $3.04, a 32 percent decline from the prior year.

NET SALES DECLINED DUE TO LOWER
SELLING PRICES

Net sales in 1992 declined 2 percent as higher sales
volume from continuing businesses did not offset the lack
of sales from divested businesses and lower selling prices in
all operating unita. NutraSweet's average aspartame selling
price declined, as expected, as NutraSweet approached the
Decermber 1992 expiration of the aspartame-use patent in
the United States. Continued poor economie conditions
in many of The Chemical Group’s key markets resulted
in significant pressures on chemical selling prices. Sales
volume of The Chemical Group did improve modestly
aver that of the prior year.

Monsanta 1992 Annual Repart
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Net sales of The Agricultural Group benefited from
its pricing and new end-use strategies, farmers’ conversion
to conservation tiflage and good weather conditions, on
balance, in many key markets, especially North America,
Glyphosate sales volume increased 16 percent worldwide.
Lasso herbicide sales volume grew 8 percent. Howeves,

The Agricuitural Group's total 1992 net sales were 2 percent
betow the prior year, which included $132 million of sales
associated with the subsequently divested animal feed
ingredients business.

The Chernical Group’s net sales declined in 1992
because of the lack of sales from divested businesses, lower
average selling prices werldwide, principally due fo the
worsening economic conditions in Western Europe, Japan
and the Commonwealth of Independent States, and the
slow economic recovery in the United States. Sales volume
in the United States gradually improved in 1992 as North
American automobile production levels and housing starts
increased over the depressed 1991 Jevels.

NutraSweet's net sales declined 8 percent in
1992 due to lower average selling prices, partially offset
by slightly higher aspartame sales volume. The 1992 sales
volume increase was due primarily to significantly higher
sales of tabletop sweeteners,

Pharmaceuticals net sales in 1992 were slightly
below the prior year. Sales of the Calan family of calcium
channel blockers declined 10 percent, primarily due to
lower selling prices resulting from higher rebates to state
Medicaid programs and the continued shift in demand
from retail pharmacy to managed health care providers,
coupled with the impact of generic competition for the
sustained-release form. Sales of Candere] tabletop sweetener,
made with NutraSueet brand sweetener, increased 7 percent.
Ir addition, Pharmaceuticals benefited from sales of new
products, such as Maxaguin quinolone anti-infective agent.

Net sales in markets outside the United States
represented 41 percent of Monsanto's total 1992 net sales,
which is about the same level as the prior year.

OPERATING RESULTS DECLINE

Operating income was $58 million in 1992, a
decline of 88 percent compared with 1991. Excluding the
$624 miltion of pretax restructuring and unusual charges
in 1992 and the $457 million of restructuring charges in 1991,
operating income would have decreased about 27 percent
in 1992. Operating results in 1992 were hurt by lower selling
prices but helped by improved sales volume and mix from
certain products, as well as lower raw material costs.

Excluding 1992 and 1991 restructuring and
unusuai charges, operating resuits declined for all business
segments except The Agricultural Group. The core busi-
nesses of The Agricultural Group benefited from

Mongente 1892 Annual Report

signiftcantly higher sales volumes of Roundup and Lisso
herbicides, lower manufacturing costs and cost savings
from prior years' restructuring actions. Operating results
in 1992 for The Chemical Group were hurt by fower selling
prices and $26 million of incremental SFAS No. 106 costs.
These factors were partially offset by lower raw material

costs and higher sales volumes. NutraSweet operating

income was adversely affected by lower selling prices, but
benefited from cost savings from the 1991 reorganization.
Operating income for Pharmaceuticals decreased in 1992,
primarily because of costs to launch Maxaguin quinolone
anti-infective agent in the United States, expansion of the
US. sales force to support Mexaguin and other anticipated

new produci launches, and lower selling prices.

Marketing expenses increased 7 percent in 1992,
principally from the above-mentioned costs incurred by
Pharmaceuticals. Administrative expenses decreased
8 percent due to cost savings resulting from prior years'
restructuring pregrams and lower incentive compensation.

The loss in “Other income {expense) — net” in
1992 was [arger than in the previous year, principaily due
to the 1992 write-down of investments to market value and
higher currency losses.

PRINCIPAL FINANCIAL TARGET REMAINS
20 PERCENT RETURN ON EQUITY

Blamanmmmesmbe neineinal Bnancial tarcok ic 40
pianagimiine S piindpar JNARGAL Argeris e

reach and sustain a 20 percent retum on shareowners’
equity (ROE). Although the previously discussed 1992
restructuring actions, accounting changes and unusual
events resulted in a negative ROE in 1992, these restructur-
ing actions will make the Company more cost competitive
in its world markets,

PRODUCT DEVELOPMENT AND
COMMERCIALIZATION ARE TOP PRIORITY
New product development and commerdalization
continue to be the most important strategic priority for
Monsanto. Research and development expenditures were
$651 million in 1992, 8 percent of et sales, a level that
reflects management’s strong. long-term commitment to
research and development. Mafor investments continue
to be the discovery and development of pharmaceutical
and agricultural products. Research in existing product
technology and new applications also continues acrass all
business units. Monsanto's research program also includes
acquisition of new technologies through licensing, The
result is that Monsanto has many potential products in
the research and development pipeling, several of which

should be commercialized over the next few years.
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Bﬂlﬂﬂ vE AH REVIEW

In 1991, Monsanto's operating performarce was
reasonably strong considering the depressed economic
climate in several of Monsanto’s major markets.

In October 1990 and June 1991, the Board of
Directors approved restructiring steps to strengthen The

Agricultura] Group, The Chemical Group and the corporate

staff for the future. Net income for 1991 declined 46 pcr(.t:m

because of the $328 milliony, $2.54 per share, aftertax restruc-
turing charge. Earnings per share were 45 percent lower in
1991, Excluding the restructuring charge, net income would
have increased 14 percent. Net income in 1991 benefited
from lower petrochemical-based raw material costs and
improved sales volume and mix from continuing products.

Net sales for 1991 were down only slightly
from that of the prior year and were ihe second-best in
Monsanto's history. Modest sales volume growth in con-
tinuing businesses was more than offset by the decrease
in sales due to divested businesses. Average selling prices
were marginally lower than those in 1950.

Net sales for Pharmaceuticals, The Agricultural
Group and NutraSweet increased compared with the
prior year. Net sales for The Chemical Group 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, up 11 percent. Net sales for The Agricultural
Group grew as weather conditions improved in most key
markets. In addition, 1991 strategic price reductions in
certain countries for Roundup glyphosate-based hesbicide
generated higher sales volume, Glyphosate sales volume
increased 17 percent worldwide. NutraSweet's sales volume
increased 5 percent, while selling prices decreased. The
Chemical Group's net sales for 1991 were lower as a result
of discontinued product lines and lower demand cansed
by the depressed North American automotive-industry,
the delayed US. economic recovery and a siowdown in
the European economy.

1 aa

ng ncome uC\.uI"lBQ k¥ petcen[ in l‘:ﬂl

e $457 million pretax restructuring charge.

Operating resulfs in 1991 were helped by lower aw
material costs and improved sales volume and mix from
continuing products. The effect of The Chemical Group’s
lower manufacturing capacity utilization reduced earnings
when compared with 1990,

Operating income for The Agricuitural Group
and Pharmaceuticals increased in 1%, while operating
results declined for The Chemical Group and NutraSweet.
The Agricultural Group's 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 nonstrategic product rights. The profit
improvemtent was partially offset by the December 1950
divestiture of several consumer products tc a third party
under a prior agreement. The Chemnical Group incurred
an operating loss compared with operating income in 1990,
because of its restructuring expense. Operating results for
The Chemical Group were helped by lower petrochemical-
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

At
t}ua
as a reanlt of th

Marketmg expemes deueased 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 pricr year included higher gains
from H:uachhimc

Monsania 1392 Annual Report 29

DSW 0GgZecols

STLCOPCBA4007327
TOWOLDMONO0015723



" HEVIEW OF CONSOLIDATED RESULTS OF OPERATIONS

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

1992 vs. 1991 vs.
1991 1990
Sales-Related Factors:
Selling prices $(147) $(0.35)
Cales volurne and mix 0.66 0.61
Total Sales-Related Factors 0.81) 8.26
Cost-Related Factors:
Raw material costs 0.26 1.02
Manufacturing capacity utilization 0.15 {0.26)
Other manufacturing costs (0.11) .03
Marketing, administrative
and technological expenses {0.50} {0.28)
Total Cost-Related Factors 0.20) 0.51
Interest expense 0.02) 0.05
Interest income {0.10) 0.07
Other income (expense) - net {0.06) {0.26)
Change in income taxes (038 0.20
Change in shares outstanding 0.10 0.04
Change in Earnings per Share
Before Other Factors (1.4 0.87
Other Factors:
Restructuring and other
urusuai actions (122 {2.60)
Gain on sale of Fisher Controls 4.49
Divestitures .27} {0.17)
Accounting change for post-
retirement benefits (557
Accounting change for
income taxes 0.96
Total Other Factors {1.51) 277
Change in Earnings per Share $(3.04) ${1.90)
30 Monsanta 1992 Annual Report
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OPERATING UNIT SEGMENT DATA

Operating Research

Net Sales Income (Losg)@ and Development

1992 1991 1990 1992 1991 1990 1992 1991 1990

The Agricultural Group $1676 51,711 $l676 $245 00 332 §149 $140 5151

The Chemical Group 3705 3740 4,035 94 (134) 297 109 105 - 115

NutraSweet 879 954 933 72 173 183 4 41 41

Pharmaceuticals 1503 1531 1424 (232} 170 92 276 59 228
Biotechnology Product

Discovery 62) (537 (52 62 57 52

Corporate (39 (57 (40) 1 8§ 8

Total 57,763 $7.936  $8,068 $ 58 ®75 5808 $651 %610 $595

Depreciation

Total Assets Capital Expenditures and Amertization

1992 1991 . 1990 1992 1991 1990 1992 1991 1990

The Agricultural Group 51,678  §1592  $1,668 $136 §93 §1H4 $H2 3104 $124

The Chemicai Group 334 3162 3163 %0 300 M 3n 7 260

INutraSweet 934 1,155 1,296 49 58 113 234 233 218

Pharmaceuticals 2,398 2342 2,085 iod 9 112 108 94 87
Biotechnology Product

Discovery 41 51 5% 6 5 8 8 9 13

Corporate 800 294 318 1 2 4 2 2 2

Fisher Controls 631 647
Total §9085  §9227 §923% $588 §554 711 §765  S714 5704

(1)Operating income was affected by the 1992 and
1991 restructuring and other unusual charges as follows:

Income (Expense)
1992 1991
Operating Unit:
The Agricultural Group $(135) $ 30
The Chemical Group (148} (478}
NutraSweet {70)
Pharmaceuticals (265)
Corporate ® (9
Total $i629) $(457)

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

Sales between operating units were not significant.
Certain corporate expenses, primarily those related to the
overall management of Monsanto, were not allocated to
the operating units or geographic areas. Corporate assets
primarily include investments in affiliates and a portion

of the cash balance.

1992 Net Sales
{Pereent by operating urt}

19% Pharmaceuticals

11% NutraSweet

48% The Chemical Group

22% The Agricultural Group

The principal factors that accounted for the operat-
ing units’ performance in 1992 and 1591, along with the
factors that are expected to affect operating results in the
near term, are described on the following pages,

Monsanto 1992 Annual Report
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OPERATING UNIT SEGMENT DATA Contrued

THE AGRICULTURAL GROUP The principal factors for the change in operating
1992 1991 1pgp TOmeWe®
Net Sales: Better (Worse)
Crop chemicals $1647 S1351 81508 1992vs. 1991 vs.
Animal feed ingredients 29 160 168 1991 1990
Total $1,676 $1711 51676 Selling prices $ (64) 3(31)
Operating Income 245 400 327 Sales volume and mix 95 48
The Agricultural Group is a leading worldwide faw matenal and oier
producer and marketer of herbicides, inchuding mmdaMg costs 38 56
Roundup, Lasso, Bullet, Harness, Micro-Tech, Far-Go, Restructuring and other charges (93) 30
Avadex and Machete herbicides. More than half of the units  CLYPhosate plant damage costs (42)
hesbicide net sales are made to markets outside the United ~ LnVemiory witedown (30)
States. Weather conditions in the agricultural markets Divestitures {30) 39)
throughout the world affect sales volume. Uther 29 8
Change in operating income $(155) $73
The Agricultural Group Nat Sales
“oltars in nillions) Worldwide sales volume of glyphosate herbicide
2000 < enreeeeeeeeeiaaaanes

B Restof world
S A P .
B United States

The Agricultural Group had a strong operating
performance in 1992 excluding the adverse impact on oper-
ating income from the unusual items discussed below.

The Agricultural Group 1992 net sales revenue was
2 percent befow the prior year. However, exciuding the 1991
sales of the subsequentiy divested animal feed ingredients
businiess, 1992 net sales for The Agricultural Group
would have been 6 percent higher than the prier year.

Operating income in 1992 decreased 39 percent
compared with 1991. The decline in 1992 operating income
resulted from unusual items occurring in both 1992 and
1991. The unusual items included in 1992 operating
income were the $42 million loss associated with damage
to a manufacturing site of a raw material for Roundup
herbicide, $30 million charge for the write-down of certain
bovine somatotropin (BST) inventories because of expira-
tion of the shelf life, and $63 million in restructuring charges
and cther items, principally related to employment reduc-
tions. In 1991, operating income benefited from a $30 million
gain from restructuring and $30 million in income from the
subsequently divested animal feed ingredients business.

Monsanto 1992 Anxnuel Report

increased 16 percent, benefiting from the pricing and new
end-use strategies, farmers’ conversion to conservation
tillage and good weather conditions, on balance, in many
key markets, especially North America. The reductions
in selling prices, principaily in the United States on certain
glyphosate products, continued to benefit glyphosate sales
volume by making the herbicide cost-effective for weed
control for a breader range of crop and industrial uses. The
operating income effect of the increased glyphosate herbi-
cide sales volume exceeded the effect of lower selling prices.
Profitability on the acetanilide family of herbicides increased
significantly because of the combination of increased sales
volumes and improved cost management. Expenditures for
BST, while less than those in the prior year, continued o
affect financial results adversely. Total manufacturing capac-
ity utilization for The Agricultural Group was 54 percent
and 61 percent in 1992 and 1991, respectively

In 1991, The Agricultural Group's net sales and
operating income increased 2 percent and 22 percent,
respectively, as compared with that of 1990. A pretax
restructuring gain of $30 million resulted from the 1990
restructuring program and was included in 1991 aperating
income. Lower raw material and other manufacturing costs,

nlnr\g with cost sawﬂg u.“"aul‘.lng from the lcauut.u.uula

actions, aiso helped to improve operating income.

Worldwide sala volume of glyphosate herbicide
increased 17 percent in 1991, benefiting from improved
weather conditions in the United States and cerfain other
key country markets. Reductions in selling prices, princi-
pally in the United States an certain glyphosate products,
continued to benefit glyphosate sales volume.

DSW UL2Vcl
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Profitability on the acetanilide family of herbicides
increased significantly because of the combination of
improved cost management, a new product form and a
selling price increase, partially offset by a decrease in sales
volume. Market share for these herbicides declined slightly
during 1991.

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

in{anada
inLanada.

AGRICULTURAL GAOQUP QUTLCOK

Patents protecting glyphosate herbicide in
various countries expired in 1991, while compound
per s¢ patent protection for the active ingredient in
Roundup herbicide continues in the United States until
the year 2000. Management expects that manufacturing
process patents that are important to Monsanto's cost
position will maintain our competitive position after
the expiration of the other patents.

The Agricultural Group has a significant
number of new preducts in the research and develop-
ment pipeline and some that are currently in the mitlal

stages of commercialization. The focus continues to
be on a number of chemical and biotechnology-
related products.

BST will have significant value to the dairy
tndustry through the reduction of milk production
costs, but BST continues to meet opposition from certain
groups. BST has been approved in nine countries, but
not yet in the United States. Management believes BST
will be approved in the United States. However, if U.S.
approval is not received, a material charge to earnings
could result. Monsanto continues to maintain the tech-
nical capabilities needed to secire regulatory approval
and is preparad to expand commercial capabilities to
launch the product.

As mentioned in the Notes ta Financial
Statements on page 48, Monsanto has signed a letter of
intent to purchase the assets, including working capital,
of the Ortho Consumer Products Division of Chevron
Chemical Co. This business, with annual sales of approx-
imateiy 5230 million, will complement the residential
products business of The Agricultural Group,

THE CHEMICAL GROUP

1992 1991 1590

Net Sales:
Fibers §1,065 3 972 3§ 971
Performance products 619 648 663
Plastics 661 710 850
Resins 686 683 660
Rubber and process chemicals 471 482 530
Engineered products 03 5 1Y
Discontinued products 98 219
Total $3,705  $3740 34,035
Operating Income {Loss) 94 (154) 297

e Chemical Group produces a wide range of
chemicais, plastics, fibers and other products listed
in the table above. The unit’s principal strengths

are niylon carpet fiber, high-performance plastics, Saflex
plastic interlayer, phosphorus and derivatives, and
runber chemicals.

The Chemical Group Net Salea
[ Doilars o muifions;

.8 l | W United States

o D> D

In 1992, The Chemicai Group was impacted by the
worsening economic corditions in Western Europe, Japan
and the Commonwealth of Independent States (CI5) and
by the siow economic recovery in the United States.

The Chemical Group’s net sales from continuing
products for 1992 were 2 percent higher compared with
1991, as a result of a 4 percent increase in sales volume,
partially offset by lower selling prices principally in
fibers and plastics. The sales volume increase in 1992
was pri.ma}ily in fibers as U.S, housing starts rebounded
from 1991 levels. However, various product sales volumes
to Europe, Japan and the CIS declined as a result of
weak demand.

I 1992, The Chemical Group had operating
income of $94 millicn versus an operating loss of
$154 million in the prior year. However, there were a
number of unusual items affecting the profitability in both
years. Specifically, 1992 operating income was adversely

Monsante 1992 Antnual Report 33
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RATING UNIT'SEGMENT DATA
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with implementing further cost-cutting actions, $41 million
in costs associated with the settlement of certain litigation
related to the Brio Superfund site, $30 million in: expenses
related to a facility asset impairment, and 526 million of
incremental SFAS No. 106 costs. In 1991, The Chemical
Group had a $478 million expense associated with the
1991 restructurnng program.

An analysis of the change in operating income is
provided below:

_ Better (Worse)
1992 vs. 1991 vs.
1991 1990
Selling prices $(83) $ (33
Sales volume and mix 25 (30
Manufacturing capacity utilization n (52)
Raw material costs 46 181
Restructuring charges 401 (478)
Agsot imp;ﬁmnﬂ} (m)
Brio 11hoahnn_ sotlement !41_,]
Incrementai SFAS No, 106 costs (26)
Other _ (55) {39}
Change in operating incume §248 $(451)

Lower raw material cnsts were not sufficient
to offset the 2 percent decline in average selling prices.
Capacity utilization, an important factor for The Chemical
Group profitability, was 78 percent in 1992, versus
75 percent in 199%.

Fibers net sales in 1992 were 9 percent above
those of 1991 despite lower selling prices. This strong
performance is primarily due to increased sales to the home

a b e aall H H H an
LC}IldL‘:illt’lﬂ. ¢ar PLt ¥ ll\‘.t i ult: Ullltﬂu J‘ﬂ‘n; luéll:r mla
 and 1mnmne.rl n]n‘n:] demand ‘nr

of Acrilan acrvlic fiber and improv

allynt v

fiber intermediates. Sales of nyion carpet fiber were
7 percent higher than the prior year.

Performance products net sales were below those
of the prior year, princpally due to the weak US, economy.
Phosphorus ard derivatives results were better in 1992
due to improved market conditions and reduced
industzy capacity.

Munsante 1992 Annual Repor?

Contitrued

Plastics net sales in 1992 were lower than those of
1991, primarily because of lower sefling prices throughout
the world. Sales volume increased in the United States as
North American automobile production levels increased
over those in 1991, but were partially offset by lower
volumes in Europe, Brazil and Japan.

Worldwide sales volume in 1992 of Saflex plastic
interlayer, the fargest resin product, was essentially flat
with 1991, Increased demand for architectural products
was offset by lower worldwide demand for automotive
products, principally due to the wersening economie
conditions in Western Europe and Japan.

Rubber chemicals sales volumes were adversely
affected by the depressed economies in Europe, as well
as the economic distuption in the CiS. However, North
American sales volumes increased over those in 1991.

The Chemical Group’s net sales for 1991 were
7 percent below 1990. This was promarily a resuit of discon-
tinued product lines and lower sales volumes of continuing
businesses, a reflection of the lack of a U.S. economic recov-
ery, the lowest North American automotive production
level since 1983, and the stowdown in the European
economy. A pretax restructuring charge of 5478 million
resulted in the 1991 operating loss for The Chemical Group.
Excluding this charge, operating income would have
improved 9 percent compared with 1990. Cperating income
berefifed from lower raw material casts and cost contain-
ment programs but was hurt by lower mamufacturing
capacity utilization.

CHEMICAL GROUP OUTLOOK

The Chemical Group ocutlook for 1993 is
for improvement, but the degree is difficult to predict,
primarily because of the unknown timing of the
economic recovery in Western Europe and Japan,
coupled with the uncertain pace of the U.S. economic
recovery. Maintaining market share for strategic products
with good cost positions and continuing cost reduction
efforts will be the focus of The Chemical Group. Active
management of environmental mmnh;: fice activifes

is also a major focus.

[ ]
(7]
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NUTRASWEET

1992 1991 1990

Net Sales $879 5954 $933
Operating Income 72 173 183

Y he NutraSweet Company manufactures and markets
NidraSteet brand sweetener, which is soid worid-

I wide, Equal tabletop sweetener, which is sold in the
United States, NutraSweet Spoonfui brand tabletop sweetener,
and Simplesse all natural fat substitute. 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 ret 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. About %0 percent
of NutraSweet net sales were in the US. market.

NutraSweet net sales and operating income in
1992 decreased 8 percent and 58 percent, respectively,
compared with the 1951 amounts. Worldmde aspartame
sales votumes were slightly hlgher while average selling
prices were lower on planned price decreases. Operating
income in 1992 also was reduced by a $46 million inventory
write-down discussed below and restructuring actions
totaling $24 million associated with plant consolidations,
amnfntrmnnf reductions, and other achons, Opemmwg
mcome benefited from lower operating expenses from the
1991 reorganization. An analysis of the change in operating
income is provided below:

) Better (Worse)
1992 vs. 1991 vs.
1391 1990
Sales decline (selling prices
oftset by volume) 5 (96) 3 (3
Restructuring charge {24)
Inventory adjustment {46)
Other, principally lower
operating costs in 1992 65 v
Change in operating income $(o1) H10}

NutraSweet inventories are valued using the
last-in, first-out (LIFO) method. Lower selling prices in
post-patent contracts with customers necessitated a lower
of cost or market adjustrment to the LIFO value of invento-
ries in the fourth quarter of 1992, concurrent with the
patent expiration.

In 1991, net sales were up 2 percent, while operat-
ing income decreased 5 percent compared with 1959, The
effect of 5 percent higher sales volume was partially offset
by the lower selling prices. Operating income was reduced
by one-time costs of $10 million associated with variaus
reprganizing actions taken during 1991,

NUTRASWEET OUTLOOK

The prospects for NutraSweet brand sweetener
remain strong worldwide, despite the expiration of the
US. patent. NutraSweet has built important competitive

ﬂdvnmaonn including: {a) brand name identity and

1020 recozmtmn (b} prcvnetarv low-cost mannfactiring
 processes, () state-of-the-art manufacturing facilities,
(d}.techmical expertise, (e) the reputation as a superior
quality; highly reliable supp ier, (f) an economical
" zeplacement for sigar. in certain markets, and (g} the
possibility of an mterna_{y developed, next-generation

}"ub.u—rruim l\.] FWEEIEMEL

C‘“‘"p“"!‘.&‘l“. from eeneric aspartame producers

and others will lower selling prices in the future. These *
lower prices will adversely affect operating income ana
cash flow. Operating income in 1993 and beyond wiil:
benefit from lower anrual-amortization expense of
$173 million because. the aspartame—use patent is now

£

fully amortized; . .-

- The'United States will remain the principal
market for NutraStwet Brand sweetener in 1993, but
growth ininternational markets will continue. Accord-

irigly, NuitraSweet has invested in a new manufacturing
facility in Brance, through-a Eutopear: joint venture.
The piantmscheduied to-begin production in 1993.
. Simplesse, thecampany’s all natural fat substi-
‘tute, is expected tobe more broadly marketed for use
in multiple food categories, However, Simplesse faces
2 challenging maxket in whlch competition continues

to intensify. -
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OPERATING UNIT SEGMENT DATA [Joneme

PHARMACEUTICALS

1992 1991 1990
Net Sales 51,503  §1531 $14M4
Operating Income (Loss) {232} 170 93

ceutical business concentrating en drugs for
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q earle is a research-based, worldwide pharma-

...................

infectious diseases,

Pharmaceuticals Net Sales
fDollars in millions;

200G e
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B Rest of world
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Pharmaceuticals net sales declined 2 percent in
1992 when compared with 1991. Net sales of the Calan
family of calcium channel blockers for hypertension and
angina, sold primarily in the North Americar market, were
$456 million, 10 percent lower than the prior year. This
decline was due to lower selling prices and the introduction
of generic competition for the sustained-release form of
Calan. Continued growth of Candere] tabletop sweetener
{which is marketed by Searle outside the United States and
by NutraSweet in the United States under the brand name
Equal) and new products, such as Maxaguir quinolone anti-
infective agent, partially offset the sales decline. Net sales
of Canderel were $157 million in 1992, up 7 percent from 1991.
Sales of new products were $93 million, led by Maxaguin,
which was launched in the United States in mid-1992. Sales
volume of Cyfoter ulcer preventive drug increased 2 percent
in 1992. However, net sales were about the same level as the

sales

& brnirom 3monan faes
=] Gfth: }uwm dwdsc ik

Te o

ne A rrnne Aua by
ivera‘;;e seiling nrices for Pharmacenticals were moderately
lower, resulting from rebates, principally for Calan, to state
Medicaid programs and a continued shift in demand from
retail pharmacy to managed health care providers in the
United States.

A significant part of the restructuring approved

| PR R « JRg: R NPT % DU | PR ot, B LS
0¥ WIE DOCAIT U reCTOrs I INOVEIMDET LY.L alected
Phanmaceuticals. The restructuring steps included

reductions in employment, plant closings and consoli-
dations, a rationalization of research investments, and

Monsanto 1952 Annual Report

sales of nonstrategic businesses. A pr

charge of $263 million resuited ina 19
for Pharmaceuticals.

In addition to the restructuring charges, costs
to introduce Mazaguin quinolone anti-infective agent in
the United States, the expansion of the U.5. sales force to
support Maxaguin and other aniicipated new product intro-

Aigrdiomag am Bl anm oAl s i ann sammatiarale S OE o1
ductions, and lower seilir g pices ueEnﬁvt:ly affected 1992
results. Operating income in 1991 benefited from the sales

of nonstrategic product rights. The principal factors for the

change in operating income were:
Better {Worse)
1992 vs. 1991 vs.
1991 1520
Seliing prices ‘ § 30 $25
Sales volume and mix 39 43
Product rights sales {49) 36
Restructuring {265)
Marketing, administrative and
technological expenses (89) 20
Other 8) )
Change in operating income $402) 877

Pharmaceuticals investment in research and
development (R&D) continues to be significant. R&D
expenditures were 18 percent and 17 percent of the urut'’s
net sales in 1992 and 1991, respectively. Although the 1992
restructuring realigned some research investments, the
future R&D spending level is expected to continue to be
significant, This spending level demonstrates the commit-
mert to product discovery and development that is aimed
at securing sound, long-term finandal performance
for Pharmaceuticals.

: Pharmaceuticals net sales increased & percent in
1991 when compared with 1990. The improvement reflected
continued growth for Cytotec ulcer preventive drug, the
Calan family of calcium chanrel blockers for hypertension
and angina, and Candere] tabletop sweetener, as well as
higher celling prices. Net sales for Calan, sold primarily in
the North American market, were $508 million, 9 percent

i 3 b wiromn
higher than 1900 sales, Worldwide sales for Cytoter were

$123 million, up 35 percent from 1990, Net sales of Candere!
outside the United States were $147 million in 1991, up

11 percent from 1990. Net sales for Calan, Cytotec and other
products in the United States were reduced bv 30 million
for rebates to state Medicaid programs mandated under
the 1990 Omnibus Budget Reconciliation Act. Comparisons
with 1990 also were affected by the December 1990 divesti-

certat . At1mba seabida tha
ture of certain of Searle’s consumer products outside the

United States to a third party, under the terms of a 1935
agreement related to the Company’s acquisition of Searle.

OSH - 022025
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Sales and operating income of these consurmer products

were $32 miilion and $30 miltion, respectively, in 19%0.
Pharmaceuticals operating income increased

83 percent in 1991 due to higher szles and the sale of certain

nonstrategic product rights.

.PHARMACEUTICALS OUTLOOK

e and n

t
five markot for anFlhyvmartensive Jr ugs and now f
<

tive market for anthyperter
generic corvpetiion. This ncreased competition is likely
to adversely affect the future sales and profits of Calan.
Searle is developiny a formulation of Calan with propri-
etary delayed-release technology that could eventually
2rhance the product’s competitive pasition.

In 1992, Searle launched Maxaquin, the first
once-a-day antl-infective deug i the quinolone class,
in the United States. Maxaquin also received 1992 regu-
latory appeovals in [taly, France, the United Kingdom,
Canada and 7 other countries. Daypro, a nonsteroidal
anti-inflammatory drug, and Ambien, the first of a new
class of prescription sleep aids, have been approved
by the US. ['cod and Drug Administration and will be
launched in 1993, Ambien s awaiting regulatory approval
in Canada. Cytatec ulcer preventive drug was approved
in Japan. Cytafec has now been approved in all major
markets. Arthrotec, a new product for the treatment.
of arthritis, is a combination of Searle’s Cytotec and -
diclofenar, the wozld's best-selling prescription arthritis
medication. Arthrotee has been approved in the UX,,
France, Canada, Sweden and Portugal: As a result of
these approvals, increased launch casts are expected
in 1993,

Products currently in various stages of scientific
development include potential treatments for abnormal
heart rhythms; Alzheimer's dispase and age-assodated
memory inpairment; psoriasis and ulcertive colitis;
thrombuasis; acquired immune deficiency syndrome
{AIDS), and other viral diseases.

BIOTECHNOLOGY PRODUCT IMRCOVERY
The mission of Biotechnalogy Product Discovery
is to generate a continuous pipeline of proprictary product
oppartunities and new technologies essential to success
in the areas of human health, plant-related agriculture
and chemical products. For human health care, Monsanto
appiies biotechnology to provide target proteins for the
development of novel pharmaceutical chemicals. The
strategy for plant-related agriculture is 1o jsolate novel
genes, the products of which are expressed in genetically
transformed plants providing unigue agronomic charac-
teristics. The chemical research programs provide novel
high-performance chemicals 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.

Muasanto 1992 Anaual Keport
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. GEOGRAPHIC DATA

Net Sales to Operating
Unaffiliated Customers Income (Loss) Total Assats
1992 1991 1990 1992 1991 1990 1992 1991 1590
United States $4964 35100 5131 $181 5440 3601 $5641 55600 8599
Ewope-Africa 1652 L7088 177 (168) 74 200 2046 2088 1945
Asia-Pacific 566 530 486 50 19 36 533 526 441
Canada 290 305 341 18 13 17 147 129 138
Latin America 291 293 334 29 (38 16 242 208 264
Interarea Eliminations 7 4 (22) (32¢)  (304)  {42)
Corporate (39 (57 (40) §00 294 318
Fisher Controls 631 647
Total $7,763 $7.936 38,068 $ 58 $475  £808 $9,085 $9.227 $9,23%
The data above are prepared on an “entity basis” The reported operating income for the in *duzd

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 US. sale).
Interarea sales, which are sales between Monsanto locations

in different world areas, were made on a market price basis.
Inferarea sales bnun kmq sxcludad from the above "L‘;AE

2798 Saugs SHROUCTE ITOM

and were:
1992 1991 19%
World area shipped from:
United States $ 683 $716 5 740
Europe-Africa 105 80 125
Asia-Pacific 5 4 1
Canada 3 14 1
Latin America 2 2 17
Interarea Eliminations (828) {816) (894)
Total $§ — § — § —

Following is a reconciliation of ex-US. operating
income and total assets to the net income and nat assets of

consolidated ex-U.S, subsidiaries.

1992 1991 199
Operating income (loss) $ (71} § 68 $ 269
Interest and other income
(expense) — net (89) 17 @
Income taxes 34 {15) (84)
Net Income {Loss) of
Consolidated Ex-U.S.
Subsidiaries $(106) $ 50 & 178
Total operating assets $2968 92951  $2,788
Total liabilities 1416 114 1,020
Net Assets of Consolidated
Ex-U.S. Subsidiaries §1352 SLT7 51768

Monsante 1992 Annuai Report

geographic areas does not include the full profitab
generated by sales of Monsanto products lmported from
other locations, principaily from the United States. Direct
export saies from the United States to non-US. third party
customers were $393 million, $473 million and $426 million
for 1992-1990, respectively. The 1992 decline was principally
in The Agricultiral Group due to the lack of sales from the
divested animal feed ingredients business.

Sales and operating income for the geographic
segments do not include the financtal results from those
joint venture companies irt which Monsanto does not have
management control, Monsanto’s share of the income
or loss of these companies is reflected in “Other income
{expense} —net” in the Statement of Consolidated Income,
Monsanto's share of the uniconsotidated net sajes and
income or loss of these companies for 1992 follows:

Mensanto’s Share
Net Income
Sales  (Expense)
Uniied States $ 9% —
Europe-Africa 37 9
Asia-Pacific m (1
Latin America 88 1

(DGeographic area operating income was affected
by the 1992 and 1991 restructuring and other unusual items

as follows:

Income {Expense)

1992 1951
United States $327) $(296)
Europe-Africa (295) (95)
Asia-Pacific 13 4)
Canada (8) &
Latin Arerica ¥h] (an
Corporate : {6) )
Total $(624)  $(457)

DsSW 022027
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QUARTERLY DATA

First  Second Third  Fourth Total
Quarter  Quarter  Quarter  Quarier Year
Net Sales 1992 $1,973 $2,045 §1.880 §1,865 $7.763
1991 1993 2234 1,818 1,891 7936
Gross Profit 1992 853 831 766 603 3,053
1991 Be% 1018 761 769 3,417
Operating Income {Loss) 1992 259 185 119 (505} 58
191 267 (78) 168 116 475
Income (Loss) from Continuing Operations 1992 146 95 46 (413) {126)
1991 154 (74} 17 51 238
Net Income {Loss) 1992 (388) 105 54 14] (88)
191 166 (52) 116 66 296
Earnings per Share:
Income (Loss) from Continuing Operations 1992 117 0.78 0.39 (3.35) (1.01)
1991 121 (0.58) 0.4 0.40 1.87
Net Income (Loss) 1992 {3.16) 0.86 045 114 (0.71)
1991 131 (0.42) 091 a0.53 233
Dividends per Share 192 052 03 03 05 22
1991 0485 0.52 052 0.52 2.045
Common Stock Price
1992 High 1% 8% 57% 58% 1%
Low 2% 53 52% §9% 49%
1991 High 62% 9% 76 V% 76
Low 46 564 6% 57% 4%

Monsanto’s net income is historically higher
during the first half of the year primarily because of the
conceriration of generally more profitable sales of The
Agricultural Group during that part of the year.

The net loss for the first quarter of 1992 included
the net aftertax cumulative effect of accounting changes
of $540 million, or $4.38 per share and §9 million of net
aftertax expenses, principally associated with the damage
to a glyphosate herbicide manufacturing unit. The effect
of retroactively adopting the new accounting rules as of
January 1, 1992, decreased previously reported first~quarter
net income by $549 million, or $4.44 per share. Previously

mnnrfpd W’fmd and H“rﬂ-mmrfm- not income wore sach

a e evai

of adoptmg the new acmuntmg rrules,

The second quarter of 1992 included $26 miltion
of aftertax associated with the settlement of certain
litigation relating to the Brio Superfund site and $12 million
of aftertax expense related ‘o the damaged glyphosate
manufacturing unit.

The fourth quarter of 1992 included pretax expense
of $625 million, $425 million aftertax, or5344pershare
for the restructuring program and other actions approved
by the Board of Directors. The 1992 total pretax expense
related to restructuring and other actions was $99 miltion,
$472 million aftertax, or $3.82 per share. The fourth quarter
also included an aftertax gain of $554 million, or $4.49 per

shava frm tho sala of Fisher Contzols.

GLEATy LhAAdL W L L RAICT AU

The net loss for the second quarter of 1991

included net pretax restructuring expense of $4E7: mitlion,
$325 million aftertax, or $2.54 per share.

Mornsanto 1992 Annual Report
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STATEMENT OF CONSOQOLIDATED FINANCIAL POSITION

{Dollars in millicns, excepi per share) 7 At December 31,
Assets 1992 1991
" Current Aasats:

Cash and cash equivalents : $ 729 § 189
Trade receivables, net of allowances of $33 in 1992

and $36in 1991 1,405 1422
Miscellaneous receivables and prepaid expenses K7E] 2
Deferred income tax berefit 395 249
Inventories 1,156 1214
Current assets - Fisher Controls M1
Total Current Assets 4 060 371
Properiy, Fiaint and Equipment:
Land 106 104
Buildings 1,240 1,215
Machinery and equipment 5939 5,772
Construction in progress 317 419
Total property, plant and equipment 7,602 7510
Less accumulated depredation 4597 4319
Het Property, Piant and Equipment 3,005 3191
Investmeants in Afflllates 248 248
intangible Assets, net of accumulated amortization of $383 in 1992 and $1,422 in 1991 1,066 1,224
Other Assets 706 91
Other Assats — Fisher Controls 262
Tota! Azsate $9,085 59,227
The thove stateme! should be read in conjunction zwith papes &7 througk 53 of tes report,
Previously repurted amounts Jume beer reciassifiad ko proent Fisher Conrols a8 discontimead operetion.
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{Doflars in millions, except per share) At December 31,
Liablilities and Sharsowners’ Equity 1992 1001
Current Llabliitles:
Accounts payable $ 925 $ 530
Wages and benefits 191 217
Income and other taxes 477 155
Restructuring reserves 377 186
Miscellaneous accruals 721 585
Short-term debt 257 135
Current liabilities - Fisher Controls 167
Totst Current Liabllities 2,548 2,175
Long-Term Debt 1,423 1871
Detarred income Taxes 85 512
Postratirement Liabllities 1,252 254
Cther Liabillties 685
Other Liabiiities — Fisher Controls 36
Shareownars' Equity:
Common stock (authorized, 200,000,000 shares, par vaiue §2)

Issued, 164,394,194 shares in 1992 and 1991 Kyl o

Additional contributed capital 820 726

Treasury stock, at cost (43,929,827 shares in 1992 and 41,466,707 shares in 1991) (2,029 (1,797)
Reserve for ESOP debt retirement (233) (250
Accumulated currency adjustment 15 187
Reinvested earnings 4,103 4,459
Totsl Shareownaers' Equity 3,005 3,654
Total Liabiilties and Sharsowners’ Eguity $9,085 59227
The abooe stateraent should be remd in conjunction with pages 47 through 53 of this repert.
Prewiausly reported emouns heoe been reclawified to present Fisher Controls & discomtimuad operstions.
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REVIEW OF CHANGES iN FINANCIAL POSITION

FINANCIAL POSITION REMAINED STRONG

Monsanto’s financial position remained strong in
1592, as evidenced by Monsanto’s current “A” or better debt
rating. Financiat resources were adequate to support exist-
ing businesses and to fund new business opportunities.

Working capital was lower at year-end 1992 due
principally to higher restructuring reserves and income
tax accruals offset by increased cash and cash equivalent
balances, resulting from receipt of the sales proceeds from
the Fisher Contrals divestiture, and deferred tax benefits
principally related to the 1992 restructuring reserves.
Inventories and trade receivables at year-end 1992
decreased slightly compared with the prior year-end.

The amount of net property, plant and equipment
was less than year-end 1991, as 5586 million of capital
additions were less than the depreciation expense and the
write-down of property divested or to be divested under
the restructuring actions. Intangible assets declined in 1992,
due mainly %o final amortization of the NutraSweet
aspartame patent, which expired in December 1992,

As menboned in the Notes to Finandlal Statements
on pages 49 and 51, Monsanto adopted in 1992 Statement
of Financial Accounting Standards (SFAS) No. 106, the
accounting rule for postretirement benefits other than
pensions, and SFAS No. 109, the new income tax accounting
rule, Adoption of SFAS No. 106 resulted in year-end 1992
balances of liabilities for postretirement benefits other than
pensions and the related deferred tax benefits exceeding

o oo smmeh remTcrd 1001 laalaw ans b 1 117 cilliom amd
Ulﬂ [‘bP‘:LuVC y:a.r’cﬂu L2771 Lapaiives U,’ PLA LD LILLALIALY al il

3370 million. Adoption of SFAS No. 109 resulted primarily
in $118 million lower noncurrent deferred tax liabilities.
Total deferred tax benefits, both current and noncurrent,
of $514 million at year-end 1992 are primarily related to
operations in the United States, which generally has had

a strong earnings history.

Lonp-term debt at year-end 1992 was lower than
that of the prior year-end. Monsanto retired $565 miflion
of outstanding debt and incurred $120 million of new debt.

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 (page 50}, 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 finan-
cial flexibility and access to debt markets worldwide,
Monsanto management intends to maintain an “A” debt
rating. An important factor in establishing that rating is
the ratio of total debt to total capitalization, which was
36 percent in 1992,

In October 1991, Monsanto's Board of Directors
approved the establishment of an employee stock owner-
ship plan {ESOP). In Janwary 1992, the ESOP purchased
from Monsanto $250 millicn of common stock that will
be used to match employee contributions under the
Company’s existing savings and investment plan. A more
detailed dmnhm of the ESOP i nrnmr*aﬁ in the Nato:
to the Fmanaal Statements on page 52

Monsanto’s commitments and contingencies are
described in the Notes to Finarkial Statements on page 53.

The 1992 decline in Shareowners’ Equity is due
principally to the adoption of SFAS No. 106 and the aftertax
cost of the 1992 restructuring program, partially offset by
the gain on the Fisher Controls divestiture.

Monsanto's refurn on shareowners’ equity
{ROE) was a negative 2.6 percent in 1992 Excluding the
$463 million of aftertax unusual items summarized on
page 27, ROE would have been over 10 percent. Monsante'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 beiow.

Ena

KEY FINANCIAL STATISTICS 1992 1991 1980
Return on Sharecowners’ Equity (ROE) (Net income divided by average sharecwners’ equity)  {2.6)% 7.6% 13.6%
Current Ratlo (Current assets divided by current liabilities) 1.6 1.7 16
Trade Receivables - Days Sales Outstanding

(Fourth-quarter trade receivabies divided by fourth-quarter net sales times 30 days) 67 68 63
Inventory Tumover Retlo (Cost of goods sold divided by inventory) 41 37 42
Intsrest Coverags (Incoms before interest expense and income taxes divided by total intevest cost) — 27 44
Cash Providad by Oparationa/Total Dant 54% 53% B0% "

Total Debt/Total Capitalization™

36% 38% 35%

WTodal copitalization is the sum of short-term debt, Ixtp-term debt and sharscwners” equity.

Monsante 1992 Annual Report
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STATEMENT OF CONSOLIDATED SHAREOWNERS™ EQUITY

{Dollars in millions, except per share) 1992 1991 1590
Common Stock:

Balance, Janusary 1 $ 329 ¢ 39 § 164
Par value of stock issued in two-for-one stock split 165
Balance, Decamber 31 $ 39 $ 329 $ 329

nuultlonm Contiibuted Capital:
Baln arv 1

Balance, Janmary 1 $ 726 $ 74§ 8% :
Employee stock plans and ESOP 94 12 2 i
Par value of stock issued in two-for-one stock spiit {165)
Balance, December 31 $ 820 $ 726 $ 714
‘I'I'eaaury Stock:
Balance, January | $A7I S(1363)  5(1244)
Shares yw'-h&wvu
(6,732,300; 4,395,500; and 6,707,900 shares in 1992-19%), respectively) 417 (296) (326) |
Shares issued under employee stock plans and ESOP :
{4,269,180; 1,545333; and 193,072 shares in 1992-1990, respectively) 185 62 7
Balance, Decembar 31 $(2,029) (1,797 $(1,563)
Reserve ior ESOP Debt Rathrement:
Balance, January 1 § (250
ESOP formation $ (250)
Allocation of ESOP shares 17
Balance, Decsmber 31 § (233} § (250
Accumulated Currancy Adjustment:
Balance, January 1 $ 187 $ 18 § 24
Translation arhneh'nmi_s 172 (3) 71
Income taxes 2 %
Belance, Dacember 31 $ 15 § 187 $ 188
Reinvested Earnings:
Baiance, January 1 §4459 $ 4421 54,120
Net income (loss) (83 296 546
Dividends inet of ESOP tax benefits) (268) (238) {242)
Common stock purchase rights redemption 3)
Baiance, Dacember 31 $4,103 $ 4459 $4421
The above statament showld be read in conjunction wilk pages £7 through 53 of this report.
KEY FINANCIAL STATISTICS L 1992 1991 1950
Stock Price High $ Ny $ 76 $ 60%
Law 49% 46 38%
Year-end 57% 67% 48Y
Per Share Dividends 22 2045 1.88
Shareowners’ Equity 24.95 29.72 33l
Average Daily Share Trading Volume {thousands of shares) 392 339 425
V:Based on daily reported high ard low stock prices.
Moneanto 1992 Anrual Report 43
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STATEMENT OF CONSOLIDATED CASH FLOW

{Dollars m millicns) 1992 191 1999
Incraase (Decrease) In Cash and Cash Equlvalents )
Operating Activitles:
Income (loss) from continuing operations $ (126) § 238 § 486 ‘1
Add income taxes - continuing operations (48) 116 230
Income {loss) from continuing eperations before income taxes (174) 354 716
Adjustments to reconcile to Cash Provided by Continuing Operations:
[ncome $ax payments {162) {201) (229) :
[tems that did not use cash:
Depredation and amortization 765 714 704 P
Restructuring expense —net 436 457 :
Incremental SFAS No. 106 expenses 45
Other 157 37 — :
Working capital changes that provided (used) cash:
Accounts receivable pil (1en (1710
Inventories 30 (141} (89)
Accounts payable and accrued liabilities 107 {40) 122
Cther (123) 7 60
Nonoperating pretax gains from asset disposals (3] (1D (86)
Other itoms 28 7 49
Cash Provided by Continuing Operstions 848 11i2 5978
Caah Provided by Discontinusd Cperations 64 &8 126
Totai Cash Provided by Operations 912 1,180 1,104
Investing Activitles:
Property, plant and equipment purchases (586) (554) (711
Acquisition and investment payments {259) (225) {194)
Investment and property disposal proceeds 177 324 100
Proceeds from sale of Fisher Controls 1,275
Discontinued operations - other (30} 10 {46)
Cash Provided by (Used in) investing Activities 577 (445) (851)
Financing Activities:
Net change in short-term financing 78 (245) 77
Long-term debt proceeds 120 317 523
Long-term debt reductions {565) (291) {351)
Treasury stock purchases (417 (296} {326)
Dividend payments (270} {258) {242)
Comumon stock issued to ESOP 250
Other financing activities 11 23 7
Cash Used In Financing Activities (949) (750) (302)
incroase (Decrease) in Cash and Cash Equivalents 540 (15) (49)
Cash and Cash Equivalsnta:
Beginning of year 189 204 253
End of year $ 729 $ 189 $ 204

The above statement shouid be nead n conjunction with pages 47 throwgh 53 of s report,
Previousty reported amnimis hate been recidesifisd t present Ficher Cortoly 2% discantimund gperehions,
The #ffect of exchumge rate changes on cask and coch equitalertis ot not muterial.

Cash payments for interest (et of emmmts capitalized) were $176 miltion, $169 million and $161 matlion, for the years 1392-1990, respectively,
During 1591, Monsanto eslablished ¢n employer stock oumership plen (ESOP). Monsante was gusrenior of $30 million of ESOP notes and $100 acillion of ESOP

debemtures of December 31, 1992,

Monsanto 1992 Annual Report
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KREVIEW OF CASH FLOW

Monsanto's cash flow for the three-year period of

1992-1990 is showr in the Statement of Consolidated Cash
Flow on the preceding page.

CASH FLLOW REMAINED STRONG

Cash flow remained strong in 1992, with the cash
proceeds from the Fisher Controls divestiture and that
provided by operations. However, cash provided by oper-
ations of $912 million was 23 percent lower than the prior
year. This was due to the lower selling prices and higher
marketing expenses more than offsetting higher sales
volumes and lower raw materiai costs. Cash from opera-
tions was generated primarily by The Chemical Group,
The Agricultural Group and NutraSweet. As discussed
in NutraSweet’s operating unit segment data on page 35,
future cash flow from NutraSweet is expected to be lower,
due to anticipated lower future selling prices.

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 periodic

borrowings, to be adequate to fund future requirements.

Cash Provided by Oparations
(Doligrs in milkions}

Monsanto received $1,275 milkion of cash from
the sale of Fisher Controls, A portion of the cash proceeds
was used in 1992 to reduce debt and to purchase Monsanto
common stock. Most of the income taxes related to the
sale will be paid in the first quarter of 1993. Other invest-
ment and property disposals in 1992 generated $177 million
of cash. The principal proceeds in 1992 and 1991 were
related to the sale of various businesses associated with
the 1991 restructuring, including in 1991 the animal feed
ingredients business.

Maior uses of cash for the period 1992-19% included
capital expenditures, reasury stock purchases and dividends.
The investment in various 1992 acquisitions and purchase of
aninterestin a Japanese pharmaceuticals firm in 1991 were
alse major uses of cash. Monsanto's 1992 capital expendi-
tures focused on improved technology, capacity expansions
and environmental projects, and totaled $586 million.

Long-term debt proceeds in 1992 included

$61 million in ex-11S. floating-rate notes and $45 million

from the issuance of industrial development bends.

These proceeds were used essentially to refinance other

borrowings. In 1991, long-term debt proceeds included

$100 million of 30-year fixed-rate debenturesand -

$194 million from the issuance of medium-term notes.

Long term debt repayments in 1992 included 8145 million

in 11% percent debentures, $141 million in 8% percent

debentures, $104 million in 814 percent debentures, and /

$51 million in industrial development bonds. :
Monsanto continually evaluates risk retention and

insurance levels for product Lability, property damage and

other potential areas of risk. Monsanto devotes significant

effort to maintaining and improving safety and intemal

control programs, which reduce its exposure to certain

risks, Based on the cost and availability of insurance and

the likelihood of a loss, management decides the amount

of insurance coverage to purchase from unaffiliated com-

panies and the appropriate amount of risk to retain. Since

1586, Monsarto's liability insurarce has been on the “claims

made” policy form, Management believes that the current

levels of risk retention are consistent with those of other

companies in the various industries in which Monsanto

operates. Monsanto’s liquidity, financial position and prof-

itability are not expected to be affected materially by the

levels of risk retention which the Company accepts.

MONMNSANTO MAINTAINS STRONG
ENVIRONMENTAL COMMITMENT

Monsanto is subject to various laws and govern-
mental regulations concerning environmental matters,
employee safety and employee health. It is anticipated that
increasingly stringent requirements will be impesed upon
Monsanto and industry in general. Monsanio is dedicated

Lo o b b ara sl
{0 & long-term environmental protection program that

reduces emissions of hazardous materials into the environ-
ment, as well as to the remediation of identified existing
environmental concerns. [ 1986, management committed
to a 90 percent reduction in toxic air emissions by the end
of 1992, a goal that has been substantially met. The cost
to accomplish this target did not materially affect operating
results. In fact, some of the target projects iowered operat-
ing costs and improved operating efficiency.

Expenditures in 1992 were approximately
$123 million for environmental capital projects and approx-
imately $264 million for operation and maintenance of
environmental protection facilities. Monsanto estimates
that during 1993 and 1994 approximately $75 million-
$125 million per year will be spent on additional capital
projects for environmental protection.

Monsanto periedically receives notices from the
Environmental Protection Agency (EPA) that it is a poten-

Monssnto 1982 Annuai Report 45
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REVIEW OF CASH FLOW Contimuad
P —

taily responsible party (PRF) under Superfund. Monsanto
has been designated by the EPA as a PRP at 88 Superfund

sites; however, the EPA has provided notice deleting
Monsanto from 2 of these sites, Monsanto has resolved
disputes in 22 of these Superfund cases. In addition, partial
consent decrees or administrative orders have been entered
between Monsanto ar the United States in 16 of these
cases settling a portion of Monsanto's liability, Of the
remaining sites, 6 are matters that involve allegations predi-
cated on tentative findings of reuse of drums by others that
once contained products sold by Monsanto. These 6 matters
have been inactive as to Monsanto for at least 8 years.

At s daw cites WA anaamin has shormminad i+ 'L.“ no I ql-uL
LU UG URATCL DLEG 1740 Wl LW lIﬂJ Wl i bk Pt ll

ity whatsoever. Momaanto's future Superfimd remediation
expmwﬂbea&ectedbyanumberofmmtamﬁes
including the method and extent of remediation, the
percentage of material attributable to Monsanto at the sites
relative to that attributable to other parties, and the finan-
cial capab:.htm of the other PRPs at most sites,

onsanm spmtm million in 1992 for remedia-

semnken dioen sl dban RLank
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these expenditures related to The Chemical Group, 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 respansibility is established and the
cost is estimable. At December 31, 1992, Monsanto’s
Staternent of Consolidated Financial Position inciuded

an acerued labilify of 3242 million for the remediation of
identified waste disposal sites. Because of the uncertainties
associated with remediation activities, Monsanto’s future
expenses to remediate these sites could approximate 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 remediation of waste
disposal sites cannot be predicted with cermmty manage-
ment believes that, with future d

remediation technology, Momsanto's liquidity andprof-
itability in any one year will not be materially affected.

Mosrante 1992 Annual Report

COMMON STOCK PURCHASE PROGRAM
CONTINUED

In April 1992, Monsanto’s Board of Directors
authorized the purchase of 5 million shares of Monsanto
common stock. In October 1992, the Board authorized
the purchasa of an additional 12 million sharee fn 1902,
Monsanto purchased 6.7 million shares at z cost of
$417 million. Since fune 1987, Mensanto has purchased
43.8 million shares at a cost of $2,170 million. Management
believes the stock purchase program represents a sound
economic investment for Monsanto’s shareowners.

DIVIDENDS INCREASE FOR THE 20TH
CONSECUTIVE YEAR

Monsanto has paid dividends on its comuon
shares without intertuption or reduction since 1928, and
has increased the dividend per share in each of the past
20 years. Dividend payout for 1992 was 30 percent of
cash provided by operations: Monsanto’s dividend policy
reflects a desired long-term payout percentage based on
Monsanto's expectations of future growth and profitabiity
levels, In any individual year, additional consideration is
given to expected financial position and results, working
and fixed capital needs, scheduled debt repayments and
economic conditions, including inflation.

Monsanto’s comman stock is traded principally
on the New York Stock Exchange and is listed on the
exchanges in Tokyo and 7 European cities. The number of
shareowners of record as of February 26, 1993, was 59,165,
and the high and low comemon stock prices on that date
were $51%; and §507%.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCCUNTING POLICIES
Monsanto’s significant accounting policies are itali-
cized in the following Notes to Financial Statements, The
financial statements present the results of Fisher Controls
as discontinued operations, Previously reported amounts
have been: reclassified consistent with this preseritation.

BASIS OF CONSOLIDATION

The consolidated financiai siatements mchide the
Company and its majority-owned subsidiaries. Intercompany
transactions hiave been eliminated in consolidation, Qther com-
panies in which Monsanto has a significant ouwnzrship interest
(generally greater than 20 percent) are included in “Investments
in Affiliates” in the Statement of Consolidated Financia! Position,
and Monsanta’s share of these companies’ income or loss is
included in “Other income (expense} — net” in the Statement
of Consclidated Income.

CURRENCY TRANSLATION

Most of Monsanto’s ex-LLS. entities’ financial state-
ments are translated into LLS, dollars using current exchange
rates. Unreaiized currency adjustments in the Skaement of
Consolidated Cinancial Position are accummslated in shareoumers’
equity. The financial statements of ex-ULS. entities that operate in
hyperinflationary economies, principally Brazil, are translated at
either current or historical exchange rates, as appropriate. These
currency adjustments are included in net income,

Major currencies are the US. dollar, British pound
sterling, Belgian franc and Japanese yen. Other important
currencies include the Brazilian cruzeiro, Canadian dolas,
French franc, German mark and [talian lira. Currency
restrictions are not expected o have a significant effect
on Monsanto's cash flow, liquidity or capital resources.

Currency option contracts are purchased to
manage currercy exposure for anticipated transactions
(for example, export sales for the following year). Currency
option and forward contracts are used to manage other
currency exposures. At December 31, 1992 and 1991,
Monsanio had currency forward and option contracts to
purchase $53 million and $240 million, respectively, and -
to sell $597 miilion and $714 million, respectively, of other
currencies, principally the British pound stetling, French
franc, Japanese yen and German mark. Gafns and iosses on
contracts that are designated and effective as hedges are deferred
and included in the recorded value of the transaction being
hedged. Gains and losses on other currency forward and option
contracts are included in net incoms immediately, Monsanto
is subject to loss in the event of nonperformance by the
counterparties to these contracts.

RESTRUCTURING AND OTHER ACTIONS

in November 1992, the Board of Directors approved

a series of actions designed to make Monsanto's worldwide
operatiens more focused, productive and cost-effective.

Major elements include a realignment of selected research
investments, reductions in employment and a number of
consolidations, closings, asset write-downs and sales of
nonstrategic businesses and facilities, The pretax expense
related to these actions totaled $625 million ($425 million
aftertax) and principally affected Pharmaceuticals. These

operating units and a reduction in corporate staff.

Other unusual items, primarily i the first and
second quarters of 1992, totaled a pretax expense of
$74 million, These items principally were costs incurred
as a result of damage to a manufacturing unit for a key
raw material for Roundup herbicide in January 1992
and the sgttlement of certain lawsuits related to the
Brin Superfund site in the second quarter of 1992.

In June 1991, the Board of Directors approved
restructuring steps, principally to strengthen The Chemical
Group for the future. Corporate staff reductions were also
approved. In September 1990, the Boasd of Directors
approved a restructuring of The Agricultural Group. The
1990 and 1591 actions included the shutdown and consoli-

I DTy S, g i i
dation of various facilities and the sale of certain businecces,

including the animal feed ingredients business, that did not
meet Monsanto's long-term strategic direction.
‘The components of the pretax expense related
to the restructuring programs and the other unusual
items were:

1992 1991
Cost of employee reductions §24 $25
Shutdown and consolidation of
various facilities and departments 164 417
Asset write-downs 188
Glyphosate plant damage costs 2
Brio iitigation seftiement 4
Other costs m 64
Gains on business sales 7 (239
Total §699  §457

These expenses were recorded in the Statement of
Consolidated Income in the following categories:

1992 1991
Cost of goods sold $188
Restructuring expense — net 436 3457
Decrease in operating income 624 457
Other expense 75
Total decrease int income from continuing
operations befare income taxes $699  §457

Monsanta 1992 Annual Regort
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NMOTES TQO FINANCIAL STATEMENTS Continuat
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by $472 million aftertax, or $3.82 per share, and

aftertax, or $2.60 per share, for 1992 and 1991, respechve
from the effect of these restructurings and unusual items,
Product sales of businesses targeted for divestiture in these
restructurings were excluded from Monsanto's net sales
after Board of Directors’ approval. Product sales of these
businesses in [992-1990 included in Monsanto’s net saies
were $74 million, $295 million and $429 million, respectively.
PRINCIPAL ACQUISITIONS AND DIVESTITURES
In October 1992, Monsanto sold the worldwide
business of Fisher Controls. Monsanto received $1,275 million
in cash, which resulted in an aftertax gain of $554 million
{net of applicable income taxes of 3371 million), Financial

data for Fisher Controls were:

1992* 1991 1990
Net sales $679 $928 $927
Income before income taxes §37 $ 88 $ M
Income taxes 13 X M
Net income 21 %58 $ 60

*For the nine motdhs endad September 36, 1992,

In 1991, Mensanto purchased 12.25 percent
of the shares of Hokuriku Seiyaku Co., a Japanese pharma-
ceuticals firm. The investment is included in “Other Assets.’

_ InJune 1990, certain assets of 2 Monsanto joint

venture in Japan were sold. Monsanto recognized a pretax
gain of $45 million, of an aftertax gain of $31 miilion, or
$0.24 per share, on the sale of these assets.

On January 7, 1993, Monsanto signed a letter
of initent to purchase the assets, including working capital,
of the Ortho Consumer Products Division of Chevron
Chemical Co. The transaction is subject, among other condi-
tions, to a due diligence review of the Ortho business and
the signing of a definitive agreement. Subject to the timing
of the transaction in relation fo Monsanto's seasonal work-
ing capital needs, financing of the acquisition is to be
achieved through available cash balances and additional
short-term borrowings. Ortho Consumer Products, with

annual cales of n?Prrmmnfni}r €250 rm“lm ica ]mdmu

il vals VL S

US. marketer of lawn and parden products.
DEPRECIATION AND AMORTIZATION

1992 1991 19%0
Depreciation $473  $453  $437
Amortization of intangible assets 237 it 03
(Ubsolescence 55 8 38
Total §765 $714 $704

Monsanic 1992 Annual Report

Proversts nlant and sovimmont 1s vocorded af ¢

cast mr uhznt ;mi :a::mnmrf 1:;mfr‘maffd over wpwhfp_ aerage
penods of 22 years fur buildings and 11 years for mackinery and
equipment, using the straight-ling method.

Intangibie assets are recorded af cost less accumulated
amgrtization, The components of intangible assets and their
estimated remaining useful lives were:

not Tha
5t e

Estimated
Remaining Life* 1992 1991
Goodwiil 30 5692 § 687
Patents 7 85 275
Other intangible assets 15 289 262
Total %1,066 51,224

*Weightad average. in ears. ¢t Devemtber 31. 1992,

Goodwill 1s the cost of acquired businesses in excess of
the fair value of their identifiable net assets and is amortized over
the esttmated periods of benefit (3 fo 40 years), Patents obtained
in @ business acquisition are recorded af the present value of esti-
mated 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 irademarks) is
amortized over their estimated useful lives.

INVENTORY VALUATION

Inventories are stated at cost or market, whichever

is less. Actual cost is used to value raw materinls and supplies.

Chamdavd aant snhisle svvnwcsmaban gl
Standard cost, which approximates actual cost, is used fovalue

[inished goods and gonds i process. Standard cost includes
direct labor, raw material and rmufacturing overhead based on
practical capacity. The cost of certain invenfories (35 percent at
December 31, 1992) is determined by using the last-in, first-out
(LIFO) method, which generally reflects the effects of inflation

or deflation on cost of goods sold soomer than other inventory cost
memoas The wst' nfamzr inwnfories gene'rauy is determined

The components of inventories were:

1992 1991
Finished goods § 743 % 88
Goods in process 298 300
Raw materials and supplies 126 4
Inventories, at FIFC cost 1467 1,522
Excess of FIFO over LIFC cost (311 {308)
Total $1,156  $1214
Inventories at FIFO cost approximate current cost.
DSW 0220637
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INCOME TAXES
The components of income {loss) from continuing
operations before income taxes were:

1992 1991 1990

United States $ (19 35269 $454
Cutside United States (160} 85 262
Total 5(179)  $354 $716

The compenents of income tax expense (benefit)
charged to continuing operations were:

1992 1991 1990

Current:

US. federal $ %6 §225 $102
US. state 24 26 17
Qutside United States 19 56 83
9% X7 202

Deferred:
US. federal (59} (149) 26
US, state (15) (21} 1
Outside United States 73 @y 1
(147) (191) 28
Total $ 48 §116 $230

Factors causing Monsanto's effective tax rate for continuing
operations to differ from the US. federal statutory rate were;

1992 1991 1990

US. federal statutory rate (Ba%  H% 3%
Benefits atiributable to;
US. export earnings o Y @
Puerto Rico operations 4 3} (2}
Sale of investments — 3 —
Higher (lower) ex-US. rates (12) 4 1)
Nendeductible goodwill 3 2 1
Valuation allowances 19
State income taxes 2 1 2
Cther 7 5

differences between the amounts of assets and liabilities
for income tax purposes, compared with the respective
amounts for financial statement purposes.

Deferred income tax balances at December 31,

1992, were related to:

Effective Income Tax Rate (28Y% 1% 32%

The income taxes netted against the gain on the
sale of Fisher Controls and the cumulative effect of adopt-
ing Staterment of Financial Accounting Standards (SFAS)
No. 106 exceeded the 34 percent US. federal statutory
rate primarily because of the effect of state income taxes.

Monsanto adopted SFAS No. 109, “Accounting for
Income Taxes,’ effective as of January 1, 1992, and recog-
nized a gain of $118 million, or $0.96 per share. This gain
hag heen reflected in the Statement of Consolidated Income
as a cumulative effect of an accounting change. Deferred
income tax balances in 1992 reflect the impact of temporary

Asset  Liability 1
Property $(301) $43 :
Postretirement benefits 392 12
Restructuring reserves 184 :
Environmental liabilities a3 :
Inventory 71 2 ¢
Other 147 10
Valuation allowances (62)
Total $ 514 $67

Included in the SFAS No. 109 adoption at january 1,
1992, were vaiuation allowances of $32 million.

Under the previous income tax accounting rules,
deferred income taxes were provided for significant timing,
differences in the recognition of revenue and expense for
tax and financial statement purposes. The source of these
timing differences and the tax effect of each were:

%91 1990
Depreciation and obsolescence S(14 %9
Restructuring (146) 19
State income taxes (21) 1
Other (30) (1)
Total §(191)  $28

Income and remitianice igies hioe riot beer recorded on
$400 million of undistributed earnings of subsidiaries, either because
any tazes on dividends would be offset substantially by foreign fax
credits or because Monsanto intends fo indefinitely reinvest those
earnings. The estimated US. income tax if such eamings were
paid as dividends would be approximately $55 million.

SHORT-TEAM DEBST AND CREDIT

ARRANGEMENTS
Short-term debt was:
1992 1991

Notes payable to banks $70 §75
Commercial paper 66
Bank overdrafts 78 135
Current portion of long-term debt 109 69
Total $257 335
Weighted average interest rates of
notes payable at December 31:

Bankst 9.8% 142%

Commercial paper 1.9%

Mlnclszcien the effect of nates i certii countrizs nbiere Jocal inflation results i high interast rates.

Mansanto 1992 Annual Repor!
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Monsanto has aggregate short-term loan fadlities
of $297 million, under which loans totaling $70 million were
outstanding at December 31, 1992. Interest on these loans
is related to various bank rates. Monsanto's worldwide
unused short-term loan facilities were $227 mullion at

December 31, 1992 In additon, Monsanto has 2

720 million C!“Ed‘.t _Fanlll}r u_;"nrh n'x“Pl_l'Pj in 1994, There
were no borrowings under this facility at December 31,
1992. The credit Facility is used to support the issuance

of commerdal paper. Interest on amounts borrowed under
this agreement would likely be at money market rates.
Covenants under this credit facility restrict maximum
borrowings. It is not anticipated that future borrowings
wiil be limited by ihese resizictions.

LONG-TERM DEBT
Long-term debt {exclusive of current maturities) was:
1992 1991

Industrial development bond obliga-

tions, rates in 1992 ranging from

5.60% to 11.50%, due 1994 to 2022 §363 §3I1
Medium-term notes, rates in 1992

ranging from 7.85% to 9.00%, due

1994 to 2005 300 364
9%% notes due 1996 150 150
8%% sinking fund debentures due 2000 104
708% and 8.13% amortizing ESOP notes

and debentures due 2000 and 2006,

guaranteed by the Company 180 200
8%% sinking fund debentures due 2008 141
8%% debentures due 2009 99 %
11%% sinking fund debentures due 2015
8.7% debentures due 2021 100 100
Other 231
Total $1423  $1.571

Maturities and sinking fund requirements on
long-term debt are $109 million, $102 million, §38 million,
$266 million and $73 million for 1993-1997, mspecﬁveiy

Interest rate swap options {interest options) are

used to manage interest exnanse. At December 31, 1992 and
1991, Monsanto had sold interest options with an aggregate
notional principad amount of $395 million and $351 million,
respectively, pelated to existing debt. Two interest options
would effectively refinance, at 8% percent, $150 million of
9% percent notes in the period 1993ﬁ1mugh1996. Another
interest option would effectively comvert 399 million of

8% percent debentures to commerdial papet rates in the
period 1994 through 2000. Additional interest options
would effectively convert $96 million of variable rate

S0 Monssnto 1992 Annusl Repart

Continued

dlebt to fixed rates ranging from 8% percent to 9% percent
in the perind 1993 to 2000. Another interest option would
effectively convert $50 million of 709 percent amortizing
ESOP notes to a variable rate in the period 1993 to 1396.

Premiums from the sale of interest options are amortized over the
relatod deht mm' Interect d demmhnFc to he mm' or receined ave

accrued as mteresf rates chmzo'e over the relafad debt period.

FINANCIAL INSTRUMENTS FAIR VALUES
The estimated December 31, 1992, fair values
of Monsanto’s financial instruments were:

Recorded Fair
Amount Value
Foreign currency forward and
option contracts $ 7 s u
Miscellaneous receivables 31 26
Investments in securities 208 206
Lizbilities:
Cusrency swaps and interest options 1 26
Long-term debt 1423 1496

The recorded amounts of cash, trade receivables,
discounted receivables, third party guarantees, accounts
payable and short-term debt approximate their fair values.
Irmestments in securities are recorded at cost and reduced to

migrket valus wnlemn o derlime (e deemod othoy than memv?

Fair values are estimated using auoted market
prices, estimates obtained from brokers and other appro-
priate valuation techniques based on information available
as of December 31, 1992. The fair value estimates are not
necessanily indicative of vahies Monsanto could realize in
the current market.

POSTRETIREMENT BENEFITS — PENSIONS
Most Mensanto employees are covered by noncon-
tributory pension plans. The components of pension cost

(income) were:
1992 1991 1590

Service cost for benefits earned

during the year $65 3§ 5ea
Interest cost on benefit

obligation 72 %9 230
Assumed return on plan assets*  (291) {269) (259)
Amortization of unrecognized

ret gain (3 @)
Totai $ 5 3 3y
" Actual retur (loss) o pian amets oo 3230 million, $689 muilion and §83) million
ix 1992-1390, respectivety.
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Pension benefits are determined based on the
employee 's vears of service and/or compensaﬁon level

9 Y P

L’E.‘ﬂ.SIUﬂ. PEIIS dre rundeu i ﬂCCDIGa.ﬂ.CE with lVIDII.SEI\IU §
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considering benefits earned and expected to be eamed in
the future, anticipated future returns on pension plan assets
and income tax and other regulations. Pension cest is
determined by using the preceding year-end assumptions.
Assumptions used as of December 31 for the principal
plans were:

1992 1991 1990
Discount rate 8%% 8% B4%
Assumed long-term rate
of return on plan assets 94%  BU% 8%
Annual rates of salary increase
{for plans that base benefits
on final compensation level) 6% 6% 4%

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

1992 © 1991

Plan Assets at Fair Value $3,751 $3,753
Actuarial present value of plan henefite;

Vested $2,848 §2.732

Nonvested 123 105
Accumulated benefit obligation 2971 2837
Effect of projected future salary increases 426 384
Proizcted Benefit Oblisabion €1 147 &3 971
Y A\‘JFEUF\I MCRGAI vuueﬂuu A pr AT A e X
Excess of plan assets over projected

benefit obligation § 35 § 51

Unrecognized initial net gain m 2%

Unrecognized prior service costs (216) (185)

Unrecognized subsequent net gain 538 H24
Accrued Net Pension Liability $ 189 4§ 173
The accrued net pension liability was included in:
Postretivemens liabilities $ 232 $ 289
Less: Other assets “3) {56)
Accrued Net Pension Liability $ 188 § 17

At December 31, 1992, the accrued net persion
liability included $101 million for unfunded plans. Projected
benefit obligations and plan assets included in the above
table for the principal U.S. plans were approximately
$3,040 mikiion and $3425 million, respectively, at
December 31, 1992. Plan assets consist principally of

commen stocks and US. government and corporate obli-
gations, Because the Company's prmcipal pension plans
are well funded, contributions to these plans were neither

masinad man maada in 100% 1060
Lcl,iuul:u AWUL IAME UL LZ272=LF U,

POSTRETIREMENT BENEFITS — HEALTH CARE
AND OTHER

Monsante provides certain health care and life
insurance benefits for retired employees. Substantiaily all
of Monsanto’s regular, full-time US, employees and certain
employees in other countries may become eligible for these
benefits if they reach retirement age while employed by
Monsanto. These postretirement benefits are generally
determined based on the employee's years of service
and/or compensation: level and are unfunded.

Mornsanto adopted Statement of Financial
Arr‘mmhn_o Standards {SFAS) No. 108 Tmplrwﬂﬁ:

CLOUANONG JAlIGAal R orAy) AU, ZInplOyels

Aocmmh.ng for Postretirernent Benefits Other Than
Pensions,” effective as of January 1, 1992, and recognized
an aftertax expense of $658 million ($1,045 million pretax),
or §5.34 per share for retiree benefits eamned through 1991
The expense was included in the Statement of Consolidated
Income as a cumulative effect of an accounfing change

CEAS AT AN s muadmn & RSN ey
JENT LNU. lW Ln.iu.um UI‘II. I.ll: L\JBL 01 Ouiet PUﬂul:u-lﬁliIﬂll

haonafite ho accmiad hu tha data tho nmnimm‘u haroma

Yos oeCCl

eligible for the beneﬁts. Under the prekus accounting
rule, these postretirement benefits were expensed as
benefits were paid.

The components of the cost of these postretirement
benefits, principally health care and life insurance, were:

1992

Service cost for benefits earned during the year $26

Interest cost on benefit obligation 88

Total §114
The 1991-1990 expense for these postretirernent

benefits under the previous accounting rule was 551 million

and $43 million, respectively.

The foilowing assumptions were used for the
principal plans in 1992: a discount rate of 8/ percent and
an initial assumed health care cost trend rate of 15 percent
declining by 1 percent per year to an ultimate cost rate of
6 percent for years after 2000,

A 1 percent increase in the assumed health care
cost trend rate would have increased the cost of 1992
postretirement heaith care benefits by $6 miltion and the
acrumulated benefit obligation at December 31, 1992, by
$51 mitlion.

Maortsanic 1992 Annuel Report 51
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"NOTES TO FINANCIAL STATEMENTS R

The status at December 31, 1992, of Monsanto's
postretirernent health care and life insurance benefit pians
and employee disability benefit plans was:

1992
Accumulated Benefit Obligation:
Retirees $ 768
Eligible active employees 103
Other active employees 216
Accrued Liability $1,097
The accrued liability was included in:
Miscellaneous accruals s 7
Postretirement liabilities 1,020
Accrued Liability $1,097

EMPLOYEE SAVINGS PLANS

For some employee savings plans, employee
contributions are matched in part by Monsanto. Matching
contributions rha'rged to expense for such plans were
$33 miilion, $34 million and 334 million in 1992-1990,
respectively.

In October 1991, Monsanto established an
employee stock ownership plan (ESOF). In December
1991, the ESOP issued $100 million each of 709 percent
amortizing notes and 8.13 percent amortizing debentures
guaranteed by Monsanto, and the ESOP borrowed
$30 million from Monsanto, The unpaJd balance of ESOF
borrowings is inclided in “Reserve for ESOP debt retire-
ment” in Shareowners’ Equity. The unpaid balance of
notes and debentures guaranteed by Monsanto is included
in “Long-term Debt” in the Statement of Consolidated
Financial Position. In January 1992, the ESOP used the
proceeds 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 contributions. The proceeds from the issuance
of common stock to the ESOP were 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 ESOF will be used to
Tepay the ESOPborrowmgs Total expense for the ESOP
was $28 million in 1992, of which $19 million represented
interest expense. In 1992, Mensanto's cash contribution
to the ESOF was $19 million, and dividends of $8 million
were paid on comumon shares held by the ESOF.

Monsante 1992 Annuel Réport

STOCK OPTION PLANS

Key officers and employees have been granted
Monsanto stock options under the Compary’s 1974,
1984 and 1988 Management Incentive Plarns, the Searle
Monsanto Stock Option Plan (Searle Plan) and the
NutraSweet/Monsanto Stock Plan (NutraSweet Plan).
Informaticn about the status of such stock options is
presented below:

Exrcisable Qutstanding
Shares Shares Price per Share
December 31,1990 3360357 7051529 515.69-%61.44
1961:
Granted 3428172 50.56- 7425
Exercised S {1612,380y  1559- 5800
Expired 189879) 4353- 62.13
December 31,1991 4125193 85877442 19.33- 7425
1992: '
Granted 2078533 51.56- 67.13
Exercised 485,054} 1%.33- 540
Expired {328,176) 34,50- 7354
December 31,1992 5,140,969 10,142,705 21.31- 74.25

Under the 1988 Management Incentive Plans,
the Searle Plan and the NutraSweet Plan, 6,471 826 shares
remain available for grant

Frior to 1551, stock appreciation rights (SARs)

were granted to certain Monsante officers in tandem with

stock options under the plans, including retroactive grants
for unexercised options. In 1991, the SAR grants were
canceled, and unexetrised SARs held by current officers
were forfeited.

EARNINGS PER SHARE

Eamings per share were computed using the
weighted average number of common shares and common
share equivalents outstanding each year (123,443,744;
127126,216; and 129,107,666 in 1992-199C, respectively).
Commeon share equivalents (1,041,096; 1,437179; and
676,393 in 1992-1990, respectively) consist primarily of
commeon stock issuable upon exerdse of putstanding stock
ophons. Eamings per share assuming full dilution were
not significantly different from the primary amaunts.

CAPITAL STOCK

At December 31, 1992, there were 16,614,531
common shares reserved for employee stock options.

In January 1990, the Company’s Board of Directors
declared a dividend of one Preferted Stack 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

CSuW
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result in beneficial ownership of 20 percent or more, of the
Company’s outstanding comumon stock, the rights become

cranaiaalala amd anch mobht Al aedibla dda hald o sl man
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one one-hundredth of a share of a new series of preferred
stock for $450. If Monsanito is acquired in a business com-
bination transaction while the rights are outstanding, each
right will entitle its hoider to purchase, for $450, commen
shares of the acquiring company having a market value of
$900. In addition, if a person or group acquires beneficial
awnership of 2{ percent or more of the Company’s out-
standing 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,
atany time after a person of group acquires beneficial
cwnership 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 keld by the acquiring person or
group) for shares of the Company’s common stack on a
one-for-one basis. At any time prior to the acquisition of
such a 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
FPebruary 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
wnecompleted additions to property, were approximately
$92 million at December 31, 1992. Excluding the ESOP
notes and debentures, Monsanio was contingently liable
as a guarantor of bank loans and for discounted customers’
receivables totaling approximately $245 million and
$223 million at December 31, 1992 and 1991, respectively.
Future minimum payments under noncancellable operat-
ing leases and unconditional inventory purchases are
$172 million; $87 million; $5% million; $38 million; and
$74 million for 1993-1997, respectively, and §120 million

thereafter.

The more significant concentrations in Monsanto’s
trade receivables at year-end were:

1992 1991
US. agricultural product distributors $175 $141
European agricultural product
distributors 149 176
Pharmaceutical distributors worldwide 315 332
Customers in the Commonwealth
of Independent States 75 77

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

Monsanioisa paity t0 a niimber of lawswiis and
claimg, 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 the lawsuits and claims
seek damages in very large amounts. While the results of
litigation 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 posi-
tion, Costs for remediation of waste disposal sites are accrued
in the accounting period in which the responsibility is established
and the cost is estimable.

SUPPLEMENTAL DATA
Supplemental income statement data were:
1992 1991 1990

Raw material and energy costs  $2,247 §2.283 $2,441
Employee compensation

and benefite 2016 1983 1867
Current income and other taxes 39 580 471
Rent expense 138 130 13
Technological expernses:

Research and development 651 610 595

Engineering, commercial

development and patent 69 0 66

Total Technological Expenses 720 680 661
Interest expense:

Total interest cost 185 190 205

Less capitalized interest (16) 4y (29
Net Interest Expense 169 166 176
Currency gains {losses) inciuding

equity in affiliates’ currency

gains and losses (39 (10)  (45)

SEGMENT INFORMATION

Certain operating unit segment data and
geographic data for 1992-1990 appear on pages 31 and
38 and are integrai 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

{Dollars in millions, except per share) 19920 19914 1960 198a4 1988
Operating Results
Net Sales $ 7,763 $793% $ 8,068 $ 7,829 $ 7453
Operating Income 58 475 808 1,006 919

As a Percent of Net Sales 1% 8% 10% 13% 12%
Income {Loss) from Continuing Operations (126) 238 486 627 363

As a Percent of Net Sales 2)% % 6% 8% 8%
Income from Discontinued Cperations 578 38 & 52 28
Curnulative Effect of Accounting Changes {3440)
Net Incorne (Loss) (88) 29 546 679 591
Retwrn on Shareowners’ Equity {2.6)% 7.6% 13.6% 17.6% 15.4%
Earnings par Share

Income (Loss} from Continuing Operations $ (L0D) $ 187 $ 377 $ 463 $ 39

Net Income (1.oss} 0.71) 233 423 5.1 414
Year-End Financial Position
Total Assets $ 9,085 $9227 $ 9,236 $ 3,604 $ 8461
Working Capital 1,512 1536 1,323 1,3% 1,117
Property, Plant and Equipment:

Gross § 7,602 § 7510 § 7,226 3 6,578 § 6,577

Net 3.005 3191 3316 3,009 2977
Long-term Debt $ 1483 $ 1871 § 1645 5 1,464 $ 1406
Shareowners’ Equity 3,005 3,654 4,089 3941 3,800
Current Ratio 16 1.7 1.6 17 16
Percent of Total Debt to Total Capitalization 6% 38% 35% 3% %
Other Data
Property, Flant and Equipment Purchases $ 58 $ 554 §F 7 § 578 $ 565
Depreciation and Amertization 765 714 704 659 666
Interest Expense 169 166 76 176 164
Research and Development Expenses 651 610 595 581 556
Income Taxes 48) 116 230 327 292
Cash Provided by Operations 912 1,180 1,104 1037 1304
Stock Price:

High $§ 7w $ 76 § 604 5 62% §  d6%

Low 49% 46 3B8% 0% 36%

Year-end 57% 67% 48% 7% 0%
Price/Earnings Ratio on Year-end Stock Price — 29 1 12 10
Per Share:

Dividends § 220 $ 2045 $ 133 § 1.5 § 1475

Sharecwners’ Equity 24.95 9.7 3251 2079 2760
Shareowners (year-end) 60,074 60,152 62,230 61,942 66,066
Shares Qutstanding (year-end, in millions) 120 123 126 132 133
Employees (year-end) 33,797 36281 41,081 42,179 45,635
U109 from coretimuing operations end net loss for 199 includes am aftertax loas for restructuring end other srrusual items of $471 mliom, er $3.82 per share.
TNt incomes for 1907 ineludes nat suetruchrrivg sonense of $325 milliow, or 2 54 per share.
PINe income for 1990 ineludes 856 million, or $0.43 per shave, ine geins resulting fFom divestitrar, induding the di of eeriain rswets of @ joint vemture in Japan.
"Net income for 1989 inciudes 8 $36 mellion, or $0.27 per share, gain on the sile of the eralgesics business,
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EXECUTIVE & OTHER OFFICERS ADVISORY DIRECTORS

Chairman and Chief Executive Qfficer

Richard J. Mahoney"

Vice Chairman
Nicholas L. Reding”

President and Chief Operating Officer

Robert B, Shapiro®

Chairman, Executive Committee
of the Board of Directors
Earie H. Harbison, Jr.*

Executive Vice President
Robert G, Potter”

Senior Vice President

and Chief Finandai Officer
Francls A. Stroble”
Senior Vice President,

Secretary and General Counsel
Aichard W. Dussenberg”

Vice Presidents

Barry Blitstein

Acbert A, Clasusen

Leonard A, Cohn

Grant W. Denison, Jr.

A. Nichoiss Fllippello, Ph.D.
Martin J, Kaiien

Pl Bl odfoceemem  Fin Py &
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Jamsa H. Nisbet
Richard A. Overton
Michasl A. Plarie

David L. Silney

Hendrik A. Verfailile*
Virginia V. Weldon, M.D.*

Vice President and Controller
Bruce R. Sents

Vice Pres'ident and Treasurer
Juesnita H. Hinshaw

{haivmman and (Thicf Dwasibuas TS cae

alliliall il VA BEl RATLMN Y& WAlvea,

The NutraSweet Company
Robert E. Flynn*

Chairman and Chief Executive Cfficer,
G.D. Searle & Co.
Sheldan G. Gligore, M.D."

* Executive officers 45 defined by the Securtttes and Exchamge Comndsion.
Ages and years of service os of March [, 1993.
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advisory directors in 1981
to provide counse] from
executive officers to the
board of directors on board
matters. Currently, seven
executive officers serve as
advisory directors.

Robert E. Flynn, 59
joined Monsanio in 1981
as executive vice president
of Fisher Controls Inter-

national Inc,, which was
then a subsidiary of
Monsanto. In 1990, he was
named chairman and chief
executive officer of The
NutraSweet Company,

a Subsidia:y of Monsanto.
l' lyIlIl way appumuﬂ an

ade Al wdone A llmabinr.
aay w&y QIROWT edsCave

Jan. 1, 1993,

Sheidon G. Gligore, M.D.,
61, is chairman and chief
executive officer of G.D.
Searle & Co., a subsidiary
of Monsanto. He joined
Searle in 1986 as president
and chief executive officer,
and was ramed chairman
later that year. Gilgore was
named an advisory direc-

haw affasties fan 1 1009
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Philip Needlsman, Ph.D.,
54, is vice president of
research and development
and chief scientist of
Monsanto, and president
of research and develop-
ment of G.D. Searle & Co.
Needleman joined
Monsanto in 1989 and

has been an advisory
director for two years.

R S - Pot T |
Robert G. Potitar, 37,

jomed Monsanto in 1965
and has held a variety

of sales, marketing and
administrative positions
in Monsanto's chemical
businesses. Currently, he
1s an execunive vice presi-
dent of Monsanto and
president of The Chemical
Group, a Monsanto oper-
ating unit. Patter has been
an advisory director for
Seven years.

Francla A. Stroble, 2,

is senior vice president and
chief financial officer of
Maonsarto. Strobie has been
ar advisory director for

11 years. He has 36 years

of experience in accounting,
finance, planning, manage-
ment information systems,
and controllership assign-
ments at Monsanto.
Hendrik A. Varfaillls,

47, s a vice president of
Monsanto and president

of The Agriculturai Group,
a Monsanto operating unit.
He was appointed an
advisory director effective
fan 1 1002 Vorhillie inined

Felle 1 4720 VRLauLl jUuase

Momsantn in 1974 and has

served in marketing and
administrative assignments
in Brussels, Belgium, and
St. Louis.

Virginia V. Weldon, M.D.,
57, joined Monsanto in
1989. She is vice president
of public policy and is
responsible for the policy
analysis, government
affairs and corporate
communications functions.

She has been an advisory
director for two years.
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BOARD OF DIRECTORS

of St. Louis
and chief executive ofﬁmr
of Monsanto. He joined
Monsanto in 1962 and was
appointed to his current
position in April 1986. He
has been a director for Eti

of the board’s executive
and finance committees.

Joan T. Bok, 63, of
Westborough, Massachu-

SRRl LAl

is, is chain

She has been a Monsante
director for six years. Bok
is a member of the board’s
audit and corporate social
responsibility comamittees.

Earle H. Harbison, Jr., 54,
of 5t. Louis, is chairman of
the executive comumittee

of the board of Monsanto.
He joined Monsanto in
1967. He was president and
chief operating officer from
May 1986 to January 1993,
and has been a director for
seven years, Harbison is
also a member of the
board's pension and
savings funds committee.
Robert M. Heysasl, M.D.,
64, of Baitimore, is a con-
sultant and the president
emeritus of The Johrs
Hopkins Health System.
He is the retired president
and chief executive officer of
The Johns Hopkins Health
System and The Johns
Hopkins Hospital He has
been a Monsanto director
for four years, Heysgel isa
member of the board’s
audit, pension and savings
funds, and executive
compensation and devel-
cpment commuttees.

Monpante 1992 Annual Report

Pl Lader B EQ &
PR LadeT, M., o0, 01

Boston, is chairman of the
Department of Genetics at
Harvard Medical School.
He is also senior investi-
gator for the Howard
Hughes Medical Institute.
He has been a Morsanio
director for three years.
Leder is a member of

the board’s pension and
savings funds committee.
Howaerd M. Love, 62, of
Pittsburgh, is the retired
chief executive officer of
National Intergroup Inc.
He has been a Monsanto
director for 15 years. Love
is chairman of the board's
executive compensation

avrrd Aorere] e e g -
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ton and 2 memnber of the

finance and nominating
committees,

Frank A. Metz, Jr., 59,

of Sloatsburg, New York,
is a retired director, senior
vice president of finance
and planning, and chief
financiat officer of IBM
Corp. He has been a
Monsanto director for three
years. Metz is a member
n‘ H'\n 'hns!ﬂ ’a ﬁnmm
nominating and execu-
tive compensation and
development committees,

Buck Micked, 67, of
Greenville, South Carolina,
is chairman and chief execu-
tive officer of RS Holdings
Inc. He has been a Monsanto
director for 18 years, Mickel
is chairman of the board's
audit and nominating
committees, and a member
of the executive comnensa-

COLRTETIRA-

tion and development
committee.

e o~ B OEE e 4|
JEcohus r.m. Feters, 01,

of The Hague, Netherlands,

is chairman of the executive
board and chief executive
officer of AEGON N.V, an
international insurance and
financial services company.
He was elected 2 member
of Monsanio’s board
effective Feb. 1,1993. Peters
is a member of the board's
pension and savings funds
committee,

Mirhniss } Reding, ﬁ, of
St. Louis, is vice chairman
of the board of Monsanto:
He joined Monsanto in1956,
He was elected a member
of the board and vice chair-
man effective IarL 1,1993.

PR N PP gL YC. g

[
Prior to this p\.muuu,

Reding was executive vice

president of environment,
safety, health and manu-
facturing. He has also
served as president of

The Agricultural Group,
an operatng mit of
Momsanio.

John §. Resd, 54, of
New York, is chairman and
chief executive officer of
Citicorp and Citibank N.A.

He hag hoon 2 Mansantas
L3S

director for eight vears,
Reed is chairman of the
board’s finarce committee.
Wililam D. Ruckeishaus,
60, of Houston, is chair-
man and chief executive
officer of Browning-Ferris
Industries Inc, He is also
the former administrator
of the U.5. Environmental
Protection Agency. He
has been a Monsanto
director for omhb vaare,

Ruckelshaus i IS a mber
of the board’s audit and
corporate social respon-
sibility committees,

o
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Fobert B. Shapire, 54,

of St. Louis, is pfﬁmum
and chief operating officer
of Monsanto. Shapiro
joined Searle, a subsidiary
of Monsanto, in 1979.

He became chairman and
chief executive officer of
The NutraSweet Company,
also a Mersanto subsidiary,
and then an executive vice
president of Monsanto

and president of The
Agricultural Group, an
operating unit of Monsanto.
He was named to his cur-
rent position and elected

a member of the board
effective Jan. 1, 1993.

John 8. Slaughter, Ph.D.,
58, of Los Angeles, is presi-

Aomb b Ml damsal bl o
dent of Ucdicentas WUMTKE,

He is the former director
of the National Science
Foundation. He hasbeen

a Monsanto director for

10 years. Slaughteris a
member of the board's
audit, executive and cor-
porate social responsibility
committees.

Admiral Stansfield Turmer
(U.S. Navy, Fl-tlmd). 69,

b RAAT anea THantio 1o
[CIR LMY vu&uun m a

facttror and w—nl—nr and a

professor at the University
of Maryland. He is also the
former director of US.
Centrat Intelligence and
the CIA, and the former
Jjohn M. Olin Professor of
National Secusity at the
US. Military Academy at
West Point, He has been a
Monsanto director for 12
years. Turner is chairman
of the board’s corporate
social responsibility and
pension and savings funds
committess,

Ages end years of servics 5 of
March 1, 1393
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SHAREOWNER INFORMATION

Dividends Per Shars
{In doilars)

4 Monganto's

dividend has

Increased

112 percant
I in ihe last
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1038 1125 L5 1280 1.375 1475 1830 1.630 1045 2.200

Dividend Pollcy

The declaration and payment of quarterly dividends is
made at the discretion of Monsanto’s board of direciors.
Dividends are reviewed by the board annuaity. Monsanto
has paid dividends on its common shares without inter-
ruption on a quarterly basis since 1928 and has increased
the dividend in each of the past 20 years.
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Dividend Reinvestment Plan
Registered shareowners (shareowners whose stock
certificates state that they are the hoiders of shares in
Monsanto) who are U5, citizens may reinvest their
dividends in common shares of Monsanto. To receive
an enrollment form, please call or write:

Shareholder Services

Monsanto Company

800 North Lindbergh Boulevard

St. Louis, Missouri 63167

USA.

{314) 694-5392

Duplicats Mallings
If you receive duplicate mailings of Monsanto's annual
report and would ke for us fo eliminate the extra coples,
please send us your written permission. Duplicate mail-
ings can cccur if shares are held in multiple accounts, are
registered under different names, or are registered with
slight differences in names and addresses. Please send us
the labels from tie copies you don't want or the narnes of
the accounts. if you have the account numbers, that's also
helpful. Flease send this information to:

Shareholder Services

Monsanto Company

800 North Li Boulevard

St. Louis, Missouri 63167

USA.

é Printed with soy-based mks.
B prinsed on recycied paper with 10 percent pret

waste,

Addilionai infermiation About Mensanto
You can receive additional information about Monsanto
upon request. Available financial information includes
quarterly reports for shareowners; the 1992 Form 10-K,
which is filed with the Securities and Exchange
Commission; and the Corporate Data Book, which
provides a detailed analysis of Monsanto's financial
results and businesses, Morsanto also has a strong !
commitment to the environment, and our progress is
explained in our Environmental Annuai Review. Please
let us know which publication you would like to receive
by writing or calling:

Literature Fulfillment

Monsanto Campany

723F :

800 North Lindbergh Boutevard

St. Louis, Missouri 63167

USA.

(314} 694-3155

Annusl Maating

The next annual meeting of the shareowners of Monsanto
will be held at 1:45 p.m., Friday, April 23,1993, in

K Building at the company’s wotld headquarters at

800 North Lindbergh Boulevard, St. Louis, Missouri,

A formal notice of the meeting, together with a proxy
statemnent, is being mailed to each shareowner.

For Additional Information
For additional information, shareowners can contact
Monsanto's investor relations staff:

A. Nicholas Filippetlo, Ph.D.
Corporate Vice President,
Financial Communications

s d FhELE T :
ana Chief Sconomist

(314) 5048148

U

Donna B. Smith
Director, Investor Relations
(314) 694-7867

Stock Symbol — MTC

Stock Exchanoas/Soursea

Amsterdam Frankfurt Paris
Brussels Geneva Tekyo
Chicago (options)  London Zurich
New York
Tranafer Agant and Realstrar
The First National Bank of Boston
Box 644
Boston, Massachusetts 02102-0644
US.A.
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800 North Lindbergh Boulevard
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