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ITEM
1. Business
DESURIPTION OF BUSINESS

Celunese Corporation was incorporated in 1918 and began as a U.S. manufacturer
of acctaté yarn., Celanese extended its manufacturing outside the United
States in 1944. Its initial investment was in Mexico, znd it currently has
other manufacruring operations in North and South America, Europe and Asia.

Celanese. together with its subsidiarics and affiliates, manufactures and
gsells a diversified line of chemicals, fibers and specialty products. Ia the
United States as well as most other countries where plants are operated,
Celanese, its subsidfaries and affiliates are among the leading producers in
nost of their important product areas. :

Most of these products are made by chemically processing and upgrading threce
bagic types of rav materials: petroleum hydrocarbons, npatural gas and wood
pulp. Rav materials are purchased from affiliated and mon-affiliated suppliers
throughout the wvorld.

Celanese products in the United States are generally sold directly cr through
distributors or agents. Celanese foreign subsidiaries and affiliates sell
principally chiough local sales persounel or agents. The principal custow:rs
wvorldwide are other manufacturers, who use Celanese products in a vide variety
of industrial ond consumer items.

In general, Celanese sells its products in highly competitive worldwide
sarkets. The number of competitors in a market or country and the Celanesc
coupetitive position vary widely with the products and countries invclved.
Trere 1is growing competition from private and state-owned 1industries in
foreign countries where there is an abundance of low-cost labor or rav mate-
rials. This coupetition has a direct or indirect effect on many Celanese
product lines. Of particular ivrortance to the textile fibers business group
is the impact of apparel Imports: into the United States and Canada from the
Far East. Dependirg upon the characteristics of the particular market,

‘Celanese competes on the basis of price, product quality and performance, and

customer service.

Celanese business is affected to sorc degree by seasonaliry in the industries
of its customers, such as automutive, housing and textiles., The business is
also sensitive to changes in the world economy. Operations outside the Dnited




States are subbfct to the economic and political risks inherent in the ccun-
tries in vhicn @& =y operate. Non-U.S. earnings may be affected significaztly
by foreign cur:dty fluctuations and U.S. accounting practices relative to
translating foreid currencies into U.S. dollars.

Since 1983, Celanese has been restructuring ite organizazion o echance
productivity, lovwer costs and improve the business base. The eifort has
included special early retirement plans, capaci{ty rationalizstion, creatiecn of
profit centers chrough a decentralized structure, sale of non-strategic assets
and the formation of business allisnces with companies that cowmplement the
Corporation’'s technology base. The Corporation has also repurchased 2.2
million shares of its common stock in 1984 and 2.7 =illion shares af {:s
comoon stock In 1985. (See Managemert's Discussion and Analysis of Fimanzial
Condictions and Results of Operatioms.)

CEEMICALS

Celanese entered the petrochemical field in the United Srates in 1945, pri-
marily to obtain supplies of acetic acid and related cheanical raw materials
for {ts fibers operations. Celanese Canzda Inc. (55.2% owned) began <o
produce petrochemicals in 1953 at Edmontoa, Alberta, and uses as rawv materials
the abundazt supply of butame and natural gas available in the province. As
{ts internal chemical usage expanded and additional procucts were develoved,
Celanese began selling chemicals to others. Today Celaness produces more than
40 different caexmicals for ultimate use {n such familiar materials as apparel,
adhesives, palnt, synthetic lubricants and automobile engine coolants.

Celanese produces chemicals by upgrading hydrocarbons such as ethylene, prc-
pylene, natural gas, butane and naphtha. These hydrocarbon raw materials are
purchased on the open market, principally under long-term contracts.

sales were made to domestic merchant markats and 29X abroad. The remaining
102 was processed by other Celanese units in the United States into fibers and
specialty products. A substantial portion of the chemical production of
Celanese Cavada is also sold in the export market, in competition with other
wvorld producers. Most chemical products ure scld directly to other manufac-~
turers in bulk containers such as tank cars, taok wagans eand tankers, but
Celanese also sells to distriburtors who resell principally in smaller quanti-
ties. Direct sales efforts are supplemented by rechrical services that assist
customers in the use of Celanese chemicals.

With respect to substantially all of Its major products listed belowv, Celanese
is either the largest or second largest U.S. merchant market supplier. Other
major U.S. producers are: of methyl chemicals, Borden, Du Pont, Georgia-Gulf
and Bercules; of ethylene oxide and ethylenme glycol, BASF, Dow, ICI Americas,
Shell, Texaco and Union Carbide; of alcobols, Du Pont, Eastman, Shell and
Union Carbide; and of monomers and acetyl cheeicals, BASF, Du Pont, Eas'man,
National Distillers, Rohm and Haas, and Union Carbide. Celanese Canada is the
only Canadian producer of acetic acid, acetic anhydride, pentaerythritol and
vinyl acetate.




BUSINESS GROUP MAJOR PRODUCTS

PRINCIPAL USES

Kethyl Methanol

Chemicals Formaldehyde
Pentaerythritol
Synthetic fatty acids
Trimethylolpropane

Plastics, polyesters,
adhesiver, solvents,
synthetic lubricants,
coatings.

Zthylere Oxide, Ethylene oxide

0xo Alcohols and Ethylene glycol

Solvents Butaznol
Propanol
Solvents

Surfactants, coatings,
rocket propellacts,
anti{-freeze, herbi-
cides, polyesters.

¥onomers and Aceryl Acetic acid

Chemicals Acetic anhydride
Adcetaldehyde
Acryliec acid
Acrylate esters
Vinyl acetate

Water-based paints,
adhesives, textile
finishes, paper
coatings, man-wmade
fibers, pharmaceuticals,
herbicides, plastics.

Celanese and Celanese Cauada are participating with sutomobile manufacturers,
refiners, governments and others to evaluate the wider use of mothanol in fuel
markets. To date there has been limited commercial production for this use.

Celanese Canada operates a worldscale methanol unit at {ts Edmonton plant site
in Alberta. The methanol operation is owned directly or indirectly by Celanese
Canada, Celanese Corporation and PanCapadian Petroleum Lltd. Other major
Canadian producers of methanol are Alberta Gas Chemicals and Oceloc Industries.

Since 1984, Celanese, Texas Fastern Corporation and Saudi Bdasic Industries
Corporation have owned, directly or indirectly, a worldscale methanol plant in
Al Jubail, Saudi Arabia.

gtilizing both acquired and internally developed technology, Celanese is con-
tinually upgrading its chemical processes to improve energy, rs material and
capital utilization. By producing a number of 1ts major chemicals at different
plant locations, Celanese can avoid or minimize the effect of production
disruptions at any one locatiom.

Lzke, TX. During 1985, Celanese implemented an organizatiomal realignment in
chemicals. The operations were restructured by transferring management and
operational responsibility for muliifunctional wonowers and the Bishop, IX
plant to the Specialties operatiorns, altb-ugh Celanese Chemical Company, Inc.

_continues to market the commodity chemicals produced at Bishop, TX. Early

retirement wag offered to eligible employees as part of the program. Certain
Celapese chemical assets, primarily in wmethanol investment, were written down
in the second quartsr.




FIBERS

Celanese is the second largest U.S. producer of man-made f{ibers. I: manufac-
R tures polyester, acetate and triacetaie fibers ard sells them fer a wide
s : variety of end uses. Other major U.5. wman-wade {iber producers are
Allied-Signal, Azerican Hoechst, Du Pont, Zastman and Mousanto.

Celanese Textile Fibers procduces acd sells polyester staple, polyester {ila-
ment, acetate fllament and triacetate filament. For industrial «n- uses,
Celanese Industrial Fibers produces and sells polyester stzple and cgnlyester
f{lament. Celanese Smoking Products produces and sells cigaresrta tcw, plasti-
cizer, polyester polymer aac celiulcse acet:ze flake.

Polyester fibers are ;roduced ‘rom elther terephthalic acid or dimethyltere-
phthalate, which rre purciased, and ethylene <lycol, which is produced by
Celanese and also puichased. Celanese acetate and triacetdte f{bers are made
principally frem acetic anbydride produced oy Celanese and purchased wood
pulp. Open market purchases of rav materials :ve generally undes long-term
contract.

Celanese is the second largest of six U.S. producerr of pnlyester textile
filagent yarn. lelanese Is the second largest of five U.S., producers of poly-
ester staple, the world's largest selling man-made fiber. Celanese is the
largest of five U.S. producers of polyester industrial filament yarn used for
tire reinforcement and industrial applicaticns. Celanese sells polyester
staple and filament yarn under the trademark Fnrtrel.

Celanese 1is the largest producer of acetate filament yarn, accounting for
approximately 80X of U.S. output, and is the only U.S. producer of trlacetate
filapent yarn, which {s sold under the trademark Arnei. In Januzry 1986,
Celanese announced that {t will disccntinue production of triacetate filament
yarc by the end of the year. Celanese i{s one of two U.S. producers of
acetate flake znd acetate cigarette filter tow; the latter is sold to all
major U.S. cigarette companies. The other U.S. producer of acetate proZucts
i{s Eastman.

Celanese S.A., a Celanese subsidlary in Belgium, producas acezate xnd tria-
cetate filament yarn and acetate cigarette filter tow.

Celanese Canada is Canada's only producer of polyester staple, polyester
industrial filament, acetate filawent, cellulose acetate flaze and cigarette
tow, and throuzh its (751 owned) subsidiary, Mouterey Textiles Inc., is a
major producer of wover fabrics.

Othar major Eurtopean producers ore: of scecate filament yaras, Courtaulds,
¥ontefibre and Xovaceta; of trilacetate f{lament yarns, Courtaulds; and of
acetate tow, Courtaulds, Ectona and Rhodia A.G.

Markecing and Tachnical Support - Celanese rells most of its fibers and yarms
directly 2o textile mills, tire wmanufacturers, cigarette mskers and other
intermediate processors. JIcdirect marketing efforts are extended througk
technical service, advertising and promotion., These efforts reach ezch level
of the manufacturing and distribution system, as vell as consumers of apparel,

home furnishings and industrial products.
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Celanese anticipates ind meets changes in fashion and demand by conducting
market research and mainraining regular communication with designers, con-
verters, fabricators and retailers. Celanese maintains development labora-
tories that simulate typical mill and other customer facilities, and research,
pilet and cocmercial-scale facilities for develcpwent of improved yarn and
fiber products. Coordinated research, through testing of processing tech-
riques and preparation of sample materials for customers, is an important
factor in marketing Celanese fibers and yarms.

BUSINESS GROUP MAJOR PRODUCTS PRINCIPAL USES

Textile ribers Polyester filament yarn Men's, women's and children's
(Fortrel) wearing aprarel, upholstery,
Polyester staple drapery and other home
(Fortrel) furnishings fabrics.
Acetate filameant yarm
Woven fabrics

Industrial Fibers Polyester industrial Seat belts, tires, conveyor
filament belts, hoses, ribtoa, plascic
(Forcrel) reinforcement, sewing thread,
Acetate filament wvoven and non-woven fabrics,
Polyester staple pillowse.
(Fortrel)
Saucking Products Acetate filter tow Cigarette filters, film,
Acetate flake plastics, fibers.
Polyester polymer
Plas:icizer
(Fiberset)

Celanese reorganized the Fibers operations into what ars now three business
groups, Celanese Texizile Fibers, Celanese Industrial Fibers, and Celarese
Smoking Products, each wi-h worldwide responsibility <for developing and
implementing 1ts business strategiez. Also in 1984, Celanese Textile Fibers
began to comsolidate its polyester tevtile filament operations at Greenville,
SC into Shelby, XC by 1987. 1In 1985, Celanese Textile Fibers acquired the
vinyon staple fiber business of Avtex Fibers Inc. to expacd the business base
into non-wcven and automotive applications, and closed the Pama Manufazturing
Co., a producer of tricot Ffabric. The Fibers businesses also wrote down
certain assete, principally related to polyester textile filament, during
1985.

SPECTALTIES/NEW BUSINESS DEVELOPMENT/ADVANCFED TECENOLOGY

In 1985, Specialties was reorganized into three business groups: Specialties,
New Business Developwent and Acvanced Techmology.
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supplement direct sales efforts by assisting customers in using existing
products acd developizg new ones. Celanese has an active research aoé develop-
ocut program in each of the business groups described above.

with Osmozics, Inc. and Endotronics, Inc., to develop new applications for

advan.:ed separations macerials. During 1985, felanese increased its investrent
in Osnonics ard Endotronics and formed two additional alliances iu the

non-lit ear optics carkers with Codenoll Technology Corporation and Imteractive

Radiation, Inc. Celanese also completed the sale of its AgProducts business,

structural composite operations, Almatex Ltd. and Stein, Fall S.A. (F:ry.) Ltd.

The Charleston Water-Soluble Polymers plant wzs closed. The Specifalties

operations alzo had a wrize~down of assets, mainly in water-solubie peiymers.

Early retirement programs vere also offered to eligible employees in specilalry

resins, water~soluble polymers and Virg<nia Chemicals.

SPECIALTIES

Celenese manufactures, processes and markets a range ~f specialty produc:s
both in the United States and other countries.

Engireering Resins

Engincering Resins ~ Celanese Engireering Resins, Inc., a subsidiary, was
incorporated in late 1935. It will continue .he operation of the ecgineering
resins division as well as the Bishop site. It produce. three high-perfor-
mance thermoplastic engineering 7resins in the United States: acetal
copolymer, sold under the trademark Celcon as a replacement for metals and
other plastice in a wide variety of en? uses; nvlon €/6, used in a broad range
of industrial and autcmotive applications; and polybutylene terephthalate,
sold under the trademark Celanex for use principally in automotive and elec-
trical applications. Celanese rroduces the basic rav materials for Celcon
resin and purchases them for aylon and Celanex resins. In 1983, Celanese
Engineering Resins acquired = sgacialty compounder inm the United Kingdom and
completed a pilot plant for production of Durel polyarylate. Other mjor U.S.
producers of one or wore similar engineering resins are Du Pont and General
Electric.

In Japan, Celanese pas a 431 inrerest in Polypliastics Ce., Ltd., vhich pro-
duces and sells acetal copolymer and pclybutylene terephthalate resins, aand
sells nylon 6/6 resin manufactured by Celanese.

In West Germacy, Celanese has a 411 interest in Ticoma Polymerwerke GmbE,
which produces acetal copolywer resin.

is engaged
principally in the production and eale of organic and inorganic chemicals.
‘Its principal products include icdustrial chemicals for a variety of markecs,
chemicals for agriculture and food (principally amin> intermediates for
production of herbicides), and specialty chemicals and produciz for a variety
of customers. Virginia Chemicals' principal customers are teztile, pulp and
paper, and agricultural chemfcal manufacturers. With respect to 1ts wmajor
products, alkylamines and sodium hydrosulfite, Virginia Chemicals is either
the largest or second largest U.s. merchant  market  supplier.
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Major U.S. competitors cre: of alkylamires, Air ?Preducts, P2zrvalt and Union
Carbide; and of sodi{um hydrosulficte, 0limn and Ventron.

In 1985, I8 Chemicals Company, a partnership, owned 50 by Virginia Chemicals
and S0 by wecbers of the Mitsubishi group started =manufacturing
iscbutylidenediurea, a slow release ferziliver.

In England, Virginia Chexicals has a 40X interest im R.V. Chezicals Linicted,
snich produces and sells sudium hydrosulfite and sulfur dioxide. A& Virginia
Chemicals subsidiary, VirChem Canada Inc., blends and sells sodium hydrozulfite.

In Brazil, Virginiz Chemicals cwas a 33.3% interest in Quizica da Bahia, a
joint vectire forved for the production of alkylzmines. Cozstruction of &
plact in Camacari, 3ahia was completad in 1985 and cnmmercial production began
late in the year. .

In Belgiw=m, Virginia Chemicals has a 511 inrerest im Virchem S.A./N.V., which
produces and sells alkylamipes.

Specialty Products -~ Plast-Labor S.A., a Swiss subsid“ary, procuces ground and
finely divided polyolefin powders which are sold in the textile, wmolding,
coating and explosives markets. In West Germany, Celanese has a 50X interest
ia Hager & Kassner GmbH, which produces and sells polyurechane specialries.

In August 1985, Celanese obtained an exclusive license froa Sanyo Cpemical
Industries, Lid. (Kyote, Japan) for manufacturing apd marketing Sanwet super
absorbent polymers in North and South America and non-exclusive marketing
rights in Furope. Super absorbent polywers are materials that absorb high
levels of fluid and retain most of that fluid, even under pressure. The
principal merkot is disposable baby diapers.

Specialry Chemicals

sells a variery of patural and synthetic water-soluble polymers. The prin-
cipal natural polymer 1is guar, which is processed by Celanese. Other
important G.S. proressors of guar are Heokel and Lyndal. Guar rav materials
are supplied principally from 1lndia and Pakistan. Celanese sells guar-based
products in a chemically modified form tc the oil and gas industry and for a
wide variety of end-use markets in competition with other wvater-soluble
polymers, both catural and syuthetic.

Meyhall Chemical A.G., a 3Swiss subsidiary, processes guar, guar derivatives
-}

acd other natural gums which are sold chiefly in Europe and Asix.

Specialty Resins - Cslanese Specialty PResins, Inc., & subsidiary, manufac-
tures primarily acrylic and epcxy resins. These resins are sold by many other
manufacturers 1n a wide variecy of markets for various end uses. 1In 1985,
Celanese Specialty Resins issumed responsibility ict multifumcrional monowers.
The rav materials for specialty resins are prinmcipally purcizsed under long-
tera contract.

In November 1985, Celanese announced that it would consider offers to purchase
{ts specialty resins and water soludle polymers businesses. The effect of a
sale oo pet income and financial position 1s not expected to be significant.




BUSINESS GROUP

MAJOR PRODUCTS

PRINCIPAL USES

Engineering
Resins

Acetal copolymer
(Celcon)

Nylon 6/6

Polybutylene
terephthalate
(Celanex)

Autorotive, appliances,
plambing fixtures, hard-
wave, induscrial and
comwrnication equipment,
audio and video recording
devices, trol housings,
electrical insulation,
electrical connectors.

Virginia
Chemicals

Alxylamines
Sodium
hydrosulfite
Sodium bisulfite
Sulfur dioxide

Herbicide intermediates.
Textile, pulp, paper and clay
processing. Food uses.
Fibers and wvaste treatmect.

Specialty
Products

Polyolefin powders
Polyurethane
Formulatioos

Textile, mwolding, cozating

explosives markets, industrizl
construction and housing, ath-
letic surfaces and {usulrtion.

Water-Soluble
Polimers

Guar gum and
derivatives

Gum arabic

Gum karaya

Other water-
soluble polymers

Processing aids for oil

and gas production,

mining, explosive systems,
textile aund paper manu-
facturing; thickeners,
extenders and encapsulants
for cultured dairy products,
foods, soft drinks, con-
fectioneries and pharma-
ceutical products.

Specialty
Resins

Acrylic and
epoxy resing
Multifunctional

monomers

Pipe coatings, electrical
inwulaticz, printed cir-
cuits, industrial. finishes,
powder coating~, beverage
~<n linings, coatings for
t.exible substrates, UV/EB
radiation curable coating
systeas.

NEW BUSINESS DEVELOPMENT

DI S 0 S
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The New Business Development effort administers the commercialization of
emerging businegses, primarily ir advanced materials. Emerging businecses are
based on products that have been developed by Celanese. Currentliy included
are separations products - polymer-based products for specialty separazious




applications; pclybenzimidazole (PBI) - a speciaity industrial fiber with boch
high temperatur: and chemical resistance; and liquid crystal polymers (LCPs) -
high performance thermoplastic materials. During 1985, Celanese broadened
existing =2lillances in the separations area by increa:ing investments in
Osmcr.cs. ILac. (25%) and Endotroaics, Ine. (351), established significant
dis=ridutorships for PBI in Eurore and the Far East and anpounced plans for
cormercialization of LCP, sold under the trademark Vectra.

ADVANCED TECHNOLOGY

The Advanced Technology Group 1s composed of three vunits: the Celanese
Pesearch Company in Summit, NJ, the Corpus Christi Technical Center iz Corpus
Christi, TX and the Technology Development Department headquartered in New
York, NY. The mission of this group 1s to translate advanced technologies
in-o new businesses for Celanese. These new tschnclogies build on the
Czlanese sxil.is base in polymers, fibers, organic chemistry and materials
technologies. These technologies are directed to service markets in
structucal ceramics, 2lectro-optics, optical storage, biotechnology, specialty
chemicals, membrane separations and high performance polymers and fibers. As
part of its activities in translating technologies into businesses, in 1983,
Celanese has taken a 102 equi.y position in Codenoll Technology Corporation
and a 211 equiry position in Interactive Radiztion, Ine., companies which
service the ejectro-optics markets.

BRAZIL/MEXICO

Erazil - Celanese 1s a major manufaztnrer of polyester staple in Brazfl. The
only other Braziliam producer is RF .aia,

Celanese owns a minority interest in Metanmor S.A. - Metanol do Nordeste, a
major producer of methanol in Biazil. Other major Brazilian producers are
Alba and Prosint. Metanor wholly owns Copenor-Companhia Petroquimica do
Nordeste, which produces pentaerythritol, mBCA, formalcehyde and sodium
formate.

Mexico_ < Celanese Mexicana, S.A. (401 owned) 1s Mexico’s largest producer of
man-made fibers and the largest publicly held producer of petrochemicals in
the private sector. Under Mexican law basic petrochemicals are reserved to
the government—owned petroleum company, Petrolecs Mexicznas, S.A. (Pemex).
Celanese Mexicana purchases basic petrochemicals for further processing from
Pemex. Other major Mexican producers of man-made fibers are Cydsa, Fibras
Sioteticas and Grupo Industrial Alfa. Celanese Mexicana is the sole Mexican
croducer of most of the petrochemicals and the sole or leading produocer of
most of the fibers it manufactures.

EXPORT SALES

Celanese exports a broad range of products to countries throughout the world.
These products are marketed mainly by Celanese sales personnel, agents and
distributors. The export market is highly competitive and cun be affected
significantly by fluctuating currency values, import laws and regulatiocs, and
rawv material and energy cost differsntials. During the past three fiscal
years, Celanese and non-U.S. subsidiary export sales have ranged from approxi-
mately 17X to 22X of consolilated sales. -
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RESEARCE, PATENTS AND LICENSING

Ceianese maintains principal research and development labcrazories zT Surnmit,
N.J., Charlocte, N.C., Corpus Christ!{, Texas, and Louisville, Ky. I= ac<ition,
product and process development laboratorles are maintaips? at some plants,
Some subsid{aries and affiliates also caintain research lab-ratories. Approxi~
mately 1,600 employees, including 760 professiozals, are ezgaged in tasic and
applied research and development. In 1983, 1784 and 1%3, Celaoese- spent
approximately $85 million, $94 milliom and $103 willfor, respectiively, on
research activities to develop new products, processes tr services, or to
lmprove oxicting ones.

Cclanese owns or 1s licensed under aumerous patents, some zZ which are impor-
tant to specific commercial operations. No one patent or g-oup of patents {is
considered of material imporrance to the business as a whols.

Celanese has developed and acquired technical {nformation z=d owns zatents Iin
the chemicals, fibers and specialties fields, some of whick ave beex licensed
to affi{liates and others woridwide.

EMPLOYEES

At December 31, 1985, worldwide employment for Celanese axi consolilated sub-
sidiarijes was approximately 18,500, including abour 4,400 technical,
managerial and administrative employees. In addition, majcr affiliaces abroad
employed about 10,100 persons, of wvhom approximrtely 2,120 vere technical,
managerial and administrative employees. In the United States, fewer than
half of the Celanese plants and employees are organized by labor unims. Most
labor agreements are for terms of two or three years. Celanese offers
comprehensive benefit plans for employees and their families and believes
relations with employees are satisfactory. ’

EFFECTS JF ENVIRONMENTAL POLICIES

In 1985, expenditures for compliance with federal, state and local enviroe-
sental vontrol regulations totaled about $55 miliion, of wiirh $12 xillion was
for capital projects. In 1986, such expenditures ar: expecsed to be about $57-
211lion ard $17 million, respectively, and im 1987 to be alout $67 million and
$24 nillion, respectively. It i1is anticipated that striigent emvironmental
regulatioas will cootinue to be imposed on Celanese axd the Ixdustry in
zeneral. Compliance with l2ws, regulations or enforcerent policies may
require expenditures in addition to those currently projzcted, depezding upon
the compliance requirements.

RAW MATERIALS AND FUEL SUPPLIZES

Celanese has contracts or commitments for, or readily axailable sources of,
raw materials and fuel supplies whick it believes will meet 1ts anticipated
needs in all of its major pvoduct areas. The availabillry and price of raw
materials and fuel supplies are subject to world market cemditiors. Although
Celanese prodvces some of its raw materials, the major partion is purchased
from outside rources. Celanese does not consider itself depenieat upon any
one supplier 'ov a material amount of its raw material or fuel purchases;
hevever, in th. Uaited States, wood pulp (a rav material for cellazlosica) is
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obtained from two suppliers, and terephthalic acid (a raw material for poly-
ester) 1s largely obtained from one supplier.

Celanese operations depend upon the availability of hydrccarbon feedsteck and
fuel which are purchased from diverse domestic sources, primarily large emergy
cozpanies.

* k %

See Notes P and Q to the financial statements set forth at Ites 8 of this
for financial information about non-U.S. subsidiaries and product groups.

la. Executrive Officers of Celznese

The name, age, date appointed officer and business experience during tke past
five years of Celanese executive officers are listed below.

Joha D. Macomber, 58, June 1973: Director since 6/73. Chairman, President
and Chief Executive Officer since 7/83. Chairman and Chief Executive O0fficer.

Robert L. Mitchell, 62, June 1972: Director siace 6/77. Vice Chairman.

C. Robert Tully, 64, March 196¢: Direcror since 11/78. Vice President and
Chief Fimancial Officer.

Kenneth G. Anderson, 62, February 1973: Vice President, Employee Affis.

Harrv B. Bartiey, Jr., 58, February 1976: Vice Fresident, President acd
General Manager, Celanese Chemical Cowmpamy, Iac.

James J. Bigham, 48, April 1975: Vice President, President, Celanese Icterma-~
tional Company and Vice President, New Business Dev.lopeent, Specialties
since 6/8S5. President, Celanese Internatiomal Coupanmy, 7/84. Vice
President, Finance and Planning, Celanese Irternational Company 9/82. Vice
Fr2sident, Finance, Celanese Internmational Company 11/81., T¥ice Presidemt and
Treasures, Ceisnese Corperation.

Richard K. Clarke, 54, May 1582: Group Vice Prcsident, Speclalties
Operations, New Business Development, Advanced Technology since 6/85.
President, Celanese Speclalty Operationms 5/82. President and Chief Executive
Officer, Celanese Canada Inc.

Ernest H. Drew, 48, Jure 1984: Group Vice President, Fibers Operatioms,
Commodity Chemicals, Corporate Quality Manage=snt since &/85. President,
Celanese Fibers Operations £/84. President and Chief Executive Officer,
Celanese Canada Inc. 5/82. Director, Strategic Plamning, Celimese Corporation
7/81. Vice President, Plauning, Celanese Chemical Cowpany, Inc.

Robert A. Longman, 5k, January 197.: Vice President—General Couusel.

Ronald X. Shelp, 44, July 1385: Vice President siunce 7/85. Vice President,
American International Croup.

2. Properties

The principal manufacturing facilities, all of which are ia good operating
conditior and in the opinion of managemen:t have adequate productive capacity,
are listed below. Celanese also owns or leases certain facilities related to

its operations, such as warehouse, pipeline and laboratory facilities, and
executive and sales offices. ~




The U.S. subsidiaries listed below are iocorporaced in Deliware, exci;r for
Celanese Chemical Company, Inc., which is incorporated in Texas, and are 1307
owned unless otherwise indicated. Non-U0.S. subsidiaries and affiliates are
incorporated in the country of residence and are 1001 owned (direct or iadirect)
unless a different direct or indirect percentage is indicated.

CEEMICALS

U.S. (2,250 employees)

Celanese Chemical Company, Inc.

Barry B. Bartley Jr., President and General Manager
Dalles, TX

Bay City, TX
Acetaldehyde; n-buranol; heptanoic acid; isobutanol; pelargonic acid;
gropanol; vinyl acetate

Bishop, TX
Acstate esters; 1,3-butylene glycol; n-butyraldehyde; diacetone alcohol;
formaldehyde; formaldenyde soluticns; isobutyraldehyde; methinol; methylal;
paraformaldehyde; pentaerythrizol; trimethylolprogpane

Clear Lake, TX
Acetic acid; acrylate :sters; acrylic acid; ethylene glycol;
ecthylene oxide; vinyl acetate

Pampa, TX
Acetic acid; acetic anhydride; acrylare e<ters; butyric acid;
ethyl acetate; formic acid; methvl ethyl ketone; methyl formate;
propionic acid

Terminals:
Bayport, TX
Newark, NJ*
Rock 2ill, SC*

Non-9.S.

Canadat+

Celanese Canada Inc. (56.27 owmed)
Pilerre Cote, Chairman,

Montreal

Edmonton, Alta.
Acetic acid; acetic anhydride; formaldehyde; methanol®**; penta-
erythritol; vinyl acetate

Formaldehyde is also produced at these locatious. .

Celanese Canada employees are reported under Bon-U.S. Fibers.

The methanol unit is owned directly or .ndi-ectly by Celsmese Canada
Inc., Celanese Corporation and PanCanadian Petroleum Lzd.




Saudi Arabia_ (200 employees;

National Methanol Company (251 owned)
Max E. Webb, President,
Al Jubail

Methanol

FIBERS

U.S. (9,900 emplioyees)

Celanese Textile Fibers
John A. Fennie, Presiadent and General Manager
Charlotte, NC

Celanese Indjustrial Fibere
Joseph E. Patterson, Vice President and General Manager
Charls:te, NC

Celanes> Smoking Products
Thowas F. Kennedy, Vice President and General Manager
Charlotte, NC

Darlington, SC
Polyester staple and polymer

Fayetteville, NC;
Greeanville, SC
Polyester filament

Salisbury, NC
Pclyester industrial filameat, polymer and staple

Shelby, NC
Polyester fllazent and polymer

Narrows, VA
Acezate filament and flake; cigarette tow

Rock Hill, SC
Acetate filament and staple; acetate and triacetate flake; cigarette
tow; plasticizer
Non-J.S. (2,600 employees)
Belgium

Celanese S.A./N.V.
Marcel Van Meerbeeck, General Manager, Brussels

Lanaken
Acetate and triacetate filament; cigarette tow




Capada

Celanese Canada Irnc. (56.2%
P{erre Cote, Chairman,
Montreal

Drumxondville, Que.
Acetate filament

¥illhaven, Ont. -
Polyester staple and filament yarns

Edmocton, Alta.
cetate flake; cigaretze tow

Moaterey Textiles Imc. (42.21 owned)
Luis . Monton, Prasident,
Mont.zal

Drummondville, (ue.
Saint-Jean-gur-Richelieu, Que.

Woven fabrics

SPECIALTIES/NEW BUSINESS DEVELOPMENT/ADVANCED TECENOLOGY

SPECTALTIES

U.S. (2,200 emplovees)

Specialties Operations

Jobu N. Lauer, Executrivé Vice President,
Chatham, NJ

Celanese Engineeriny Resins, Inc.

Bishop, IX;
Florence, KY
Engineering resins

Celanese Water Soluble Polymers, Imnc.

Cliftomn, NJ;
Jeffersontowvn, K1;
Veroom, TX

Water-soluble polymers

Celan=se Specialty Resins, Inc.

Jeffersontown, XY;
Los Angeles, CA;
Louisville, KY;
Pampa, IX
Speciaity resins; multifunctional monomers




Virginia Chemicals Inc.

Bishop, TX
Sodium formate

Bucks, AL
Alkylamines; sodium bisulfite solution; sodium hydrosulfite; specialty
blended products; sulfur dioxide

Ralama, WA -
Sodium hydrosclfite solution

Leeds, SC .
Sod{um bisulfite solution; sodium hydrosulfite; sodium hydrosulfite
solution; specilalty blended products

Portsmouth, VA
Alkylamines; sodium metabisulfite; sodium sulfate; specilaity blended
products

Fon-U.5. (1,640 explovees)

Belgium
Virchem S.4./N.V. (511 owned)
Philippe Vierin, Manager,
Brussels

Alkvlamiaes
Brazil

Celanese do Brasil S.A.
Sao Paulo

Eagineering cesins sales
Quimiza da Bahia (33.3% owned)
¥arcio Cardoso, Director Superintendert,

Camacxri, Bahia

Alkylanines

Canada_

VirChem Canada Imc.
John de Belle, Vice President and General Manager,

Oakville, Cut.

Blended sodium hydrosulfite

4 a o rm——— e g———



Eagland

Celanese Limited
Carl Amond, Managing Director,
Watford, Herts.

Engineering resin and compounding sales; technical service
R.V. Chemicals Limited (40X owned)

Harold Slack, Managing Director,
Widnes, Cheshire -

Sodium hydrosuifite; sulfur dioxide

Frange_
Celanese France SARL
Carsten Halvorsen, Manager,
Irigny
Engineering resin sales; technical service
Indls
Rindustan Gum & Chemicals Limized (50X owned)
K. N. Tapuriah, Chairman,
Bhiweni (Haryana)
Guar meal; natural guar gun
Japan
Polyplastics Co., Ltd. (452 owned}
Bikoichi Konishi, President,
Osaka
Engineering resins
Netherlands
Heypro B.V.
Walter Van de Sompel, General Mamager,
Zaandam
Guar and locust gum products
Pakistan
Pakistan Gum & Chemicals Limited (632 owned)
Faiz N. Abdulal{, Managing Director,
Karachi

Guar meal; natural guar gum

o vy
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Porrugal

Indal-Industrias de Alfarroba, Ltda.
Antonio Boronha, Manager,
Faro
Locust bean gum
Switzerland

Meyhall Chemical A G
Bans Bohi, Managing Director,
Kreuzlingen

Guar gum; other natural products
Plasc-Labor S5.4A.
Ulrich Wyss, Manager,
Bulle

Ground and finely divided polyolefin powders

Hager & Kassucr umbR (502 owned)
Helmut Koch, General Manager,
Ahlen

Polyurethane specialties

Aprithan GutH (50% ovnmed)
aelmit Koch, General Manager,
Abscguund

Polyurethane panels

T{cona Polymerwerke GwbH (41X ocwned)
Heinz Bahr, Henry E. Kieffer and Josef Blaschke, Managers,
Kelsterbach (Main)

Acetal copolymer

KEW BUSINESS DEVELOPMENT

U.S. (215 employees)
James J. Bigham, Vice President,
Rew York, NY

Charlotte, NC
Separaticns

Rock Hi11, SC
Polybenzimidazole

NPy
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Sumedit, NJ
Separations pilot plact
LCP pilot plantc

Non-U.S. (6 emplcyees)
Sapan

Celanese Japan Ltd.
Robert J. Prochaska, Vice President,

Tokyo

Comsercial development

ADVANCED TECENOLOGY

Celanese Research Company (300 employess)
(a divisioco of Celanese Colporation)
Leou Starr, President,

Ylew York, KY

Technical Cen '~s

Corpus Christi, TX
Sum—{it, NJ

BRAZIL/MEXICO

Celanese Internatiomal Company (12 employees)
(a division of Celanese Corporatiun)

Jawes J. Bigham, President,

New York, RY

Brazil (750 employees)

Amcel Industria e Participacoes Ltda.
Celanese 20 Brasil S.A.

Denis (. Rhodes, President,

Sao Paulo

Pocos de Caldas, Minais Gerais
Polyester staple

Metan.r S.A. ~ Metancl do Nordeste (33.31 owned)
Aldo Carneiro, Director Superintendent,
Camacari, Bahia
Methanol
Copenor-Companhia Peiroquizi-a “o Nordeste (33.31 owned)
Aldo Caroeiro, Director Siperintendent,
Camacari, Bahia

Formaldehyde; [4TA; oentaerythritol; sodtux furaate




Hexico_ (8,300 employeas)

A . Celanese Mexicana, S5.A. (40X owned)
) Federico Crtiz, Chairman and Director General,
(e Mexico City

Textiie Fibers: Acetate filament; acrylic staple and tow; nylon filazent
and staple; polyester f{ilanenc and staple; =nylon btulkea carpet vyar:;
textured polyester. Industrial Fibers: Acetate tow; nylon arnd polyester
tire cord (greige and dipped); industrial aylen and polyester. Industrial
Products: Cellulose acetate flake; polyestar and nylon 6 polyzers.
Chemicals: Acetic acid; acetic anhydride; acrylates; alcohols; dimethyl
formacide; esters; ketumes; phthalic anhydride; viny! acetate; azethyl
amines; plasticizers; sulfuric acid; anhydrous sodium sulfate. Plastics
and Specifalties: Celiophane; biaxially oriented polypropylene film;
cellulose acetate film and resins, compoundea acetal and nylon resias;
modified resins; converted packaging film; cellulosic ethers.

NON-MANUFACTURING

s Corporate (2.0 employees)
o — New York and Charlotte )
o 3. Legal Proceedings sl
) As of, and during rhe quarter ended, December 31, 1985, there wvere o
~¥ e no material pending legal proce=dings to which Celanese or amy of its i ‘l\
subsidlaries was a party or of which anv of theilr property was the M ’
subjecy. -t
: 4, Submissirn or Matters to a Vote of Securiry Holders -
No matter was submitted during the fourth quarter of 1985 to a vote '

of security holders.

. ’ ' PART 11

3. Market for Registrant’s Common Stcck and Related Stockholder Matters

Common Stock

Sl Celanese comnor stock is traded on three national stock exchanges: The liew York : pre ;
< Stock Ex:change, the !‘fdwest Stock Exchange and The Pacific Stock Exchange. S ol )
et ® N.Y. Stock Exchange symbol: CZ R

r

1984 v quarter 1965 by querter . -
95l 9 e iQ 0 n o« 19 N Y s
¢rice: Bgh 6y /4 559 7/8 579 ¥/5 74 3/4 S75 7/8 §7S 7/8 A2 $94 1/4 $S120 /A 5128 1/2 5151

Lw SLS/8 41 U4 45 od 6 WA 623 68U2 T9WA BB 112 U2 1% Uk o
Close 55 7/8 45 /4 &9 71 6 W4 T3 L2 81 1/8 B2 1DUS 1% VS 150 Y4 —.

Price ezruings
M@ 6 10 8 6 6 7 9 u 10 u

Duviderds  $3.85 $4.00 .00 S1.00 S1.00 S1.00 €U0 $1.10 $1.10 SL.0 0 Sl

(a) Based on closing pricea and last four quarters' net income.
(b) Not meaningful because of 1982 fourth quarter loss.

- 20 -




Cquity Secarity Holders of Record at December 31 1981 2 1933 1984

Cama §tock (without PRI le)..vsccvscnviocsssesncevoreras 30,08 2%,277 25,487
Cunsative peferred stock:
Sexies A, 4 1/2Z0 (S100 par value)..eevseroncecsvanccnonnnes 4,582 3,%9  3,7c2
Convertihle preference §3 (withour par walue)... 23 ks 38
7X pecond (SI00 pAr VAlLE)..eeeeereoesecssacenanneoonasenes 476 oS 43 379
41 coavertible subordinated deberrures (e 4/90).eceieccr... 5,82 5,171 4,218
9 3/4% corvertible subordinated debentures (due 6/06)........ 146 157 187

TOLAL .ivevernnunsncesctntcsancsecnccossoransovansansores 41,802 ».929 35,121

Dividends

The Corporation's stronz cash flow froo operations erabled increases in the
d{vidend over the 1980 to 1985 perisd, as shown on the schedule above. In the
foucth quarcer of 1985, the quarterly dividend on -... common stock was increased
by 10 cents to $1.20 per share. ‘

The reco:zd date for the 1985 commoun stock dividend has been ser as the first day
of the last oonth of each quarter (excapt wnea it falls on a Saturday, Sunday or
holiday, ip which case it 18 the last business day of the preceding month). The
pavment date is the last business day of each quarter.

Selected Financial Data

- (millions, except per share amounts)
1981 1982 1983 1964 1985

Sales . $3,752 $3,062 $3,261 $3,3.8 $3,046
Ket income/(loss) 144 (34)(a) 112 1€1 178
Per comon share:
Net income/(loss) 9.0l (2.45)(a) 6.89 10.87 13.70
Nividends 3.85 4,00 4.00 4,10 4.50

Total assets 2,991 2,862 2,869 3,104 2,809
Long-tern debt 815 808 762 662 434

(a) After a special provision related to the Corporation’s 40T aquity
in Celanese Mexicana, S.A. ($2.50 per share, or $39 =illion), and
ctedits relating to accounting changes in the method of detsrmin-
ing LIFO inventories (98¢ per share, or $15 million) and the
method for determining pension expense (68¢ per share, or 5ll
millicn).

NOTE: This table should be read in comjunction with the analysis
of income per share changes Included in !anageoent's Nis-
cussion and Analysis and tnhe financial statements and
related notes thereto.




7.

Mapagement’'s Discussion and 2zalysis of Finaocial Condition and
Results of Uperatioms

Financial Review

Return oan Equity

1981 1982 1983 1984 1985

Return on average
common stockholders'
equity 13.12 (3.5)2 10.2% 15.0% 18.02

The :zorporate objectives are to baild sharzholder value over the longer
terz and to improve and broaden coutinuously the business base.
Achievement of these objectives should result in a return on comaca
stockholders' squity (ROE) that is at or near the top of the U.S. chemical
industry. The 1985 ROE of 182 is a record and is the result of scrong
earnings and the restructuring program that included the repurchase of
common stock with excsss cash.

Strategy for Crowth

Celanese will grow within the chemical industry by improving and broadening
the business bzae. Growth will be attained by developing especialty uses
for commodity products, or differentiated commodities, while diversifying
into new advanced matsrials based on existing skills in polymers, fibers,

" organic chemistry and =ziterials technology. 1n the comcodity fibers

business, over half of thza curreat textile and industrial products were
introduced within the past five years. Celanese believes also that
coalitions with others skilled iz specific product technologies and
applicatiors will support the growth strategy. In 1985, investments were
expanded in aseparsticns materials and eegtablished in the non-linear optics
field. Total new business development snd technology spending in 1985
amounted to about $37 million, which was in addition to the capiral
spending of $159 m1llion and research and development expenditures of 5103
million.




Finsncial Revier (Con:'d)

Comparative Industrial Growth Treovis (Ratio scale 1977 = 100)
250
- /_/4‘——"—_'
150 -~
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1976 1977 1978

Sa? b 1985

Comparative Industrial Growth Trends

This chart compares the performance of th-~ U.S5. Gross Yeclonal Preduct
(GNP) from 1976, in ccustant dollars, wit_ volume grows in three industry
sectors in which Celanese operatee:
chemicals and plastics materials.
major U.S. business sectors have grown faster chan the 2%, while showing

cyclical patterns comparable to the general econowy.

nan—waie fibers, xxuscrial ocganic
For most of the perinf the Celanese

Since 1982, the GNP multiple for the U.S. comodity chexrzal ind=zry has
woderated. This is the result of the recent reduction & high rates of

It is Selieved that the
growth rate for commodities will be closer to the GNP Ziange in the future.

inflation and the global nature of the industry.

Celatese commodity businesses aTe also affected by discetiomary sending,
interest ratea, and inveatory adjustments which tend tr zagrffy Ceeir

growth multiples in periosds of sharp economic change.
in 198i~82 and the economic recovery that besma in

the severe slowdown
1983.

is 18 szvident in



Pinancial Review (Cout'd)

Conparative Industrial Growth Trends (Cont‘d)

The rate of expansion begaa to moderate in 1954 and many products in 1985
were affected by the sluggzish U.S. economy. Record level imports were also
a factor, particulacly in textile fiders, Real GNP in 1986 1is expected to
show concinued growth of about 2.5-31 compared to 2.3X iuo 1985. Domestic

auto sales are projected to be 7.7 million units. Housing starts are
forecast st 1.8 million.

Celanese believes that 4! can manage its comaodity businesses proficably in
the changing economic enviroament. That is because the Corporation has
manpy high~return products, such as scrylates, industrial yarn aod
engineering resins, and has also lowered its fixed costs through the
restructuring program that began in 1982. UWhile commodity businesses may
lack high growth, they are capable of generatirg excess cash which will
provide flexibility to build and improve the business bass. Celanese
intends to grow by strengthening its high return commodity products aad
developing new advanced materials In its Specialties operations. Advanced
matarials offer growth multiples higher than the GWP.

The fcllowing charts depict Celanese major product periormance along with
the equivalent Federai Ruserve Board Incustrizl Production Index (FRB IPI)
for the 1983-85 period. (41l FRB 1PI data were restated in 1985.) Only
th2 current plastics materials portion of Specialties operations has been
included in thzse comparisons; other parts of its diverse product mix do

not match amy single FRB IPI.

Chemicals Index 1977-100
120

e
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1983 1984 985
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Pinancial Reviev (Cont'd)

Chenicals

affected commodity chemical performance in 1384 ac? 1985.

vere also a favorable factor In 1985.

Fibers Index '37T-10C
5
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g3 l’ “ ”’ N
yi S
%0 4
Quaners
1983 984 1985
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e Merchant Sales—US pius export

99 106 104 GO 98 100 103 N3 101 W7 W2 05
=== fR3 {Pl, Man-made Fibers

88 99 97 98 97 97 90 92 95 9% M KM

1P Preferunary

Fibers

Celanese above the industry trend over the second half.

reduced domestic consumption.

Celanrese chenmfcals volumes benefited from the expanding economy in 1983 and
‘ncreased consumer opending fur basic goods. Sales volumes in 1984
followed tha industry pattern end declined over the second half as the
economy shifted to a lower jrowth rate. The high value of the dollar aiso
Celanese volumes
increased in 1985 because nf improvements in methatol caused chiefly bz
competitors' operational difficu.ties. Increased vinyl aceiate exports

Fibers volumes moved higher in 1983 because of the econoxic recovery. The
industry pattern was helped also by a strong carpet market, Volumes

remained steady in 1984 despite weakness in textile fibers, due to apperel
imports and declines in the filament market. Indastrial fibers and smoking
product volumes werc above the prior year. Polyester staple exports rmoved

Fibers volumes

were relatively constant in 1985. Polyester textile staple and industrial
products continued to be hurt by iwports. Polyester and ncetste textile
filameat volumes increased, as exports and industry rationalization helped
the business. Smoking product volumes vere maintained as exports offset




Financial Review (Cont'd)

Specialties index 1977100
225

-

Quarters

1983 1984 . 1985

Q 20 30 £ Q 2Q X 4Q W 2Q X «Q
Merchant Salev—{LS. plus export

N4 125 139 W1 1S5 152 WS 137 147 M7 1% 44
FRB 1P, Plastics Materialy

148 160 162 164 179 185 176 179 190 199 199 204(P

(P) Preismunary

Sgecialties

Celanegse plastics raterials pattern is affected by the durable goods market
including the automotive, housing and appliance sec<ors. Volumes improved
throughout 1983 as these markets rasponded to the expanding economy.
Although overall 1984 volumes were above 1983, tbe moderatisg economy in
the second half lowered volumes, with customers inventory adjustments
accounting for the slowdown in the last quarter. The dip in 1985 was
caused in part by the sluggish U.S. industrial ecovomy and weakness in the
electrical and electronics market which was partially offset by strong
automotive performance.




Znancial Reviex (Coat'd)

Sales
(aillfons) _—' 19561 1982

Sales c.uiiiieeee.a.. 53,752 $3,062
Operating incose .... § 220 S 39 S 214 . 127
Sales margin .. ..... 5.9% 1.3% 6.62 8.2% $.22

Sales and margins in 1985 were affected by the Corporation's testructuring
program to eahaace sharenolder value. Total sales of $3 billion trailed
the previous two years as Celanese Zocused on attaining a higher investmen:
return versus volunc growth. Other faczors influencing the sales pace
included the slows. growing U.S. economv, the high value of the aollar
(fostering ioportsz) and competitive price pressure in the Industry.

Two restructuring events lowered sales and wmargins im !985. ~first, the
sale of non-s:rategic assets In the Specialties operatiors (AgProducts
busiress, Alzmatex Ltd., Stein Hall S.A. arnd scructural composites
operations) azd the Brazilian filament business accounted for about §$100
nillifon of the toral sales variance. Second, operating income declined bv
5145 million primarily as the result of tne three mon-recurring ite'.s that
reduced operating income by $93 mililion and get income by 54 million in the
second quarcer. {Sales marginms in 1985 before the $93 million reduction
wvere 7.2%.) Despite the margin erccion, selling and administrative
expenses continued 1o trend down {n 19855261 million versus $266

million In 1984, Chemical sales advanced ia 1985 wiile fibers were down,
chiefly because of impcrts that lowered volumes and weakened prices. Aisset
divestmente reduced Specialties and Brazil/Mexico sales compared to 1954.

A review of the past [ive years indicates that sales peaked at $3.8 billfon
in the hyper—inflarloo yiar of 1981 and dropped sharply on volume weakness
in the recession year that followed. Sales recovered to the $3.3 billion
level with _ae econoomic expansion that began in 1983. 1= 1%85, sales of
$3.0 billion decreased 8, with price and volume changes cach accounting
for about half of thz declire. Volume and price changes duriag 1981-85
were:

Change Over Prior Year

1982 1983 1984 1985

VOLURE. s eneennsnnnnn (18)2 9z ™ (&8)2

Frice..c.veeeeens (3) 2 (&)
Total. (18)2 [$4 2% (8)z




Pinanctal Review (Cont'd)

Analysis of Changes in Net Income to Common 1984 vs, 1983

Net income ¢o common of 5157 milliom was $49 millior above the prisr vear.
Sales were $67 =milliorn above 1983, with improved pricing accounticg for
nost of the increase. Cost of goods sold was {ncreased by a yi” cilllon
charge for the consolieatica of polvester textile filamecn: cepac’ty aad an
$8 million charge to reduce tne cairr§ing value of certain water soliuble
polymer fixed assets. The sale of Brazilian filament operations azd
cerzain orher non-recurring credits benefited the operazing wargin. Lower
salaries, wages and eaployee benelits resulted from the restructuring
program. Equity in net Income of affiliares declined chiefly because of
the start-up of the methancl investzent and lowver in..ome from Celanese
Mexicana. Other income acd erpense increased by $1¢ million due 0 higher
shorc~ter= portfolio income. Minority interest declined as a result of the
purcnase of the ainorify ehare in Fiber Industries, Inc. {n !983,

Product Group Results 1984 vs. 198)

Chemicals - ez {ncowe of $38 million was S$S25 million above the prior vear
as a result oI programs to reduce costs, as well as modest volum: zzins.
Tolumes for formalin, ethyleane oxide, ethyleme glyconl and acrylates wvere
ahead of 1983, bur prices for most products declined. Lower raw material
and ens:gy costs, chiefly butane, patcially offset the price weakaess.

The start-up of the methazol lnvesmment reduced income.

Fibers - Record ner income of $78 =illion was $5 =illlon above the prior
vear. HNet incode was reduced by a $6 million aiter tax terminatica
expense. Price Tecovery octurred chiefly for polvester staple and
industrial yarn products. Volumes in textile fibers were level with 1983,
as gains in polyester staple offset weakness (n textile filament.
Industrial fibers were strong, particularly io the tire reinforceaent
markets. Swmoking products volumes advanced, despite lower exports due to
the high value of the dollar.

Specialties - Xecozrd net income of $33 millioc was $16 aillion above the
prior year. Net income was reduced by a 54 million after tax charge to
reduce the carrylng value of fixed assets. Specialties benefited primarily
frca strength in the worldwide engineering resins busimess. Water soluble
polyzers improved because of cost controls. Virginia Chemicals coazinued
to be nurt by slow demand for amines for herbicide uses.

Brazil/Mexico — Net income of $8 million was 53 million over the prior
year, Income includes z 53 million after tax gain relatirng to the sales of
asets (Brazilian filamear operatious) and certain non-recurring credits.
The results of the Brazilian operations were higher in 1984 bacause of the
write—down of the polyester filameat assets that occurred in the prior
year.

feriwees oo



Pinancial Review (Cont'd)

1984
Changes in Net Ipcome to vs., 1985

Operatiouns:
Sales
Price...ccccevecnncnnnnnss

Velunbe....

Cost of goods 80ld.csiiienrrnriveeonnsanns

Operating DArgif..scveivrececnnsansncnnne

Selling & adainistration....ceeeianeconons.

Research & developmens...eeeacerse aconnes

Operating INCOMe...useecvoccccsssonnoonne
Other:

Equity in net income of affiliates..... ..

Interest EXDeDBCesccecveasatotorsacs cvonar

Other income & eXPeNSeeecsssccccccsccssvsas

Iocome tax provision....i.eeveinnreciossnan

Minority interesl...eceenreinccennnaraanns

Net income L0 CODMON..csvsvsacccrnoscsscss

Analysis of Changes in Net Income to Common 1985 vs. 1984

Record net lacome to common of $174 million vwas $17 aillion higher than
1984, Sales of $3 billiifon were $282 million lower than the prior vear,
with lower prices in all operating areas accounting for $i36 million of the
decline. The $146 million reducticn in volume was caused mostly by sale of
assets (Brazilian filament business, AgProducts business, Almatex Ltd.,
Stein Hall S.A. and structural composites operations). Operating margins
in 1985 were hzlped by lower raw materials and energy prices.

Operating results in 1985 were aif<zzed by three noo-recurring items: a
gain of $61 million on the sale of the structural composites operations; a
write-~doun of certain assets by $57 million and a provision of $8 million
to cover the cost of restrunturing progTrams in chemicals and gpeclalties.
The effect was to reduce operating fncome by $93 willion, to increace other
incope by $86 nillion, and to reduce equity in net income of affilfates by
$21 million, income tax provision by 323 million and minority interest Ly
$1 million. Improvements in iHexico partially offset the reductior in
affiliate Zncome and increased investment income from a higher level of
investable funds added to other income. Interest expense declined decause
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Financial Review (Coat'd)

Analysis of Changes in net Tocowe to Common 1985 va. 1984 (Cowt'd)

of the early retirement of the $100 milloa 10 7/82 notes in Jely aaca the
conversioa of $81 mi{llion of cutstanding debt to common stock. The lower
{ncome rax provisior resulrs principally from capital gains taxes on
certain of the noo-recurring items that occurred in the second quarter und
an increase in export tax credits.

Product Croup Resolts 1985 vs. 1984

Chemicals - Net income was 518 millioa after a write-down of $25 million,
primarily for methanol investment and $5 million for restructoricz. (Net
iacome before the non-recurring items was $48 million versus $38 million in
1984.) Selling prices .or moat products were lower in 1985 b“ecause of
easing nydrocarbon prices and imports. Volumes improved in methanol aud
acetyls, in part because of competitors’ operational problems early in the
year. Vinyl acetate exporT; were also up compared to 1984. A favorable
-hange im r.w zaterials and energy costs (ethyleoe, natural gas and
propylenz) partially o‘fset the selling price weakness.

Fibers - let incore was $57 million after a write—down of $2! million,
principal'y related to polyester textile filament assets. .Xer income
before the non-recurring items was $78 milllon versus $84 wmfllion 1n
1984.) Selling prices for polyester staple, industrial filament and
cigarerte tow exports reduced income. Volunes were: lower in the U.S. and
Canadian markets fcr all fiber units. Textile demand, particmiarly for
prlyester staple, was sluggish because of imports and completely offset
improvements in filament products. Polyester textile filament benefited
from a firming in domestic and non~i.S. zarket demand and acetate yarn from
{ndustry rationalization, Industrial fiber demand for the seving thread
market was up, but weakness in replacement tires lowered volomes. A
decline in domestic smoking product volumes was partially offset by
increagsed exports. Favorable raw material and energy coets coutributed to
irrome and cost reductions lowered operating costs.

Specialties — Ner income was $84 million after a $61 milliom gain on the
sale of the gtructural composites operations and an $1}! million write-
down, mainly for water soluble polyme=s assets =nd $3 millioa provision for
restructuring costs. (Net income befcre the oon—recurring {tems was $37
million in both years.) Volumes were lower in the U.S. for engineering
resins and water soluble polymers. Asset sales wentioned abowve also
reduced volumes in 1985. Lower energy costs added to income.




Financlal Review (Cont’d)

Product Group Results 1985 vs. 1984 Cont'd

Brazil/Mexico - Yet income was $i5 milliost compared to income of ¢
ail’ion, peforer gains relating to sale of assets and certain noa-recurring
<redits las> year. Domestic volumes for fiberc were higher in both
countries, with volume {pprovements also i{n chezicals and plastics in the
Hexican conmpany. Export voluzes declined in Hexicc (3 1985. Performance
{a Bra~il in 1985 benefited from the sale of the filzaent operations in
late 1984. Foreign exchange gains in lexico contriduted ro income in 1985.

Liquidity

Celanese plans to finance its future growth within the chemical {nduscry
prinarily through internally generated funds and available external
sources, including coalitions.

The Corporation maintains committed bank credit facilities., Total U.S.
facilities at December 31, 1985, were 5100 million. Informal bank lines of
up to $30 million are ready to fund short-term cash seeds. At December 31,
1985, none of these credit facilities were 'utilized. HNon-U.S. subsidiaries
have facilities with 0.S. and non-U.S. banks which currently permit
borrowings of up to $164 million or the equivalent in local currercy. The
Corporation generally does not provide credit support for subsidiary or
affiliate borrowings. Im October 1985, Celanese filed a shelf reglistration
sratement with the Securities and Exchange Commissioa covering 5100 million
of debt securities. The filing permits the issuance of gecurities on a
periodic basis (withia a two-year period) in amounts and at rates that are
set at tue time of the offering . At year—-end, the Corporation had not
issued debt under the filing.

Durirg 1985, Celanese sold several businesses (AgProducts business, Almatex
Ltd., Stein Hall S.A. and structural composites operations) for $174
willion. The proceeds were added to the Corporation’s cash position. In
November, the Corvoration indicated that it will coesiler offerc to sell
its specialty resins and water s~luble polymers bucinesses. The
transactions are expected to be completed in 1985. In 1985, Celacese
purchased 2.7 million shtares of its common stock at a cost of $302

eill’on. By year—end, tne Corporation had outstanding authority to
purchase 227,700 shares and in Jaouary 1986, the Corporation amnounced
plans to repurchas< an additional 600,000 shares. The Corpouratioa
completed the recovery c¢f $289 million before taxes in excess funds from
the peusion plan. Cash and marketable securities were §359 million at
year—eud 1985 ot $203 million above the prior year.

e mr————



Financial Review (Cont'd)
liquidity (Cout'd)

The debt-to—total capitalizacion ratio declined to 28X from 351 at year-end
1984, chiefly because of the early retivement of $i00 million of 10-7/8
notes due 1987 and the coaversion of $81 million cf cutstanding debt izto
1.1 ewillion coomon shares pursuant to otiginal privileges. Counsolidated
cap.tal spending decreased by $10 million in 1985 to $159 million, Capital
outlays are projecred to be about $350 nillion during 1986-88, wicth adout
2170 million in 1980. The Corporation believes it unlikely <hat capizal
spending in mature products will exceed depreciation levels. Celacese
invested about 130 million in new business developaent and technology
coalisions in 1985 and expects to spend about $6C million during 1936-88.
The quarterly dividend on the commor stock was increased Uy 10 cents per
share in the fourth quarter of 1983,

Total divideads paid 12 1985 were $5! millicn, down $2 million becavse of
the share repurchase prograa, 1t ls expecied that ~ash from operations
over the next three years wili te sufficient to cover capital expenditures,
share repurchasee, divideuds and wvorking capital requirements.

Celanec: liquidity 1is supporred bv a large intermal cash flow. MNet funds
from operations totaled S1.9 billilon for the 1981-85 period and tinanced
1327 of the requirecenrs for capital expenditures and dividends.

(millions) 1981 1982 1983 1984 1985

Net funds from Operations ..e.ev... $363 $272 $413 $408  $449

In 1985, the $449 million of net funds from operations was 5271 millioa
greater than net ipcome of $178 million. The difference is principally
dueto the $246 million of depreciation expense. The high level of
deprecia—~tion reflects ~he Corporation's conservative policy with rezpect
to asset lives (maximum estimated useful iife for U.S. machinery and
equipwent of 9 1/2 years).




Pinancial Review (Cout'd)

Capital Expeunditures LT

Consolidated capital expenditures in 1935 were $159 million, down §10
millicn from 1984, aand substantially below the peak of $«¢l4 million in
19681. (lnczluded in the total was the acquis’:tion of the vinyon staple -
fiber business.) Also Lncluded were capital projects for compliance with '
fecderal, state and local environrmenral control regulations amounting to $12
otllion. Expenditures were directed into new technology and projects that
enhanced quality, lovered costs or increased productivity. Expansions
occurred ia products offering »%3..-average opportunities, such as the
conplerion of new pulyester _.,lusirial yarn technology at Salisbury, NC
which also increased zapacity, and the completion of the first staze of an
engiveering resin expzcsion {(acetal copolywer) at Rishop, TX.

Consistent with the growth strategy, Celanese also made additional
igvegstments of about $30 million in new business developnent and technology
coalitions. The tatle below details axpenditures by category (s.e notz 0
to the financial scatements).

(mullions) 1981 .J82 1983 19€- 1785

Consolidated:

Expansicn and new products ....... $261 $173 $ 19 $ 37 S 62
Maintenance of business .......... 113 71 69 105 85
Cost 1educlion cecceeececenencnnas 40 31 17 27 12

Total ievarevonencncsocsunances $414 5275 $105 $169  $159

Affiliate coapany spending was $78 million in 1985. These cutlays, plus
the consolidated expendituras, totaled $237 aillion 2nd are shown dbelow as
total enterprise expenditures. The major petrochemical and fiber projects
of Celanese Mexicana, S.A. (40X owned) account for a significant portion of
the affiliate expenditures in 1981-82, while the Saudi Arabiau methaunol
project, (25% owned) was included in 1983-84. The engineering resins
expansion by Polyplastics Co., Ltd. (457 owned) in Japan was a fector in
1984~85. Celanese Mexicana's new polyester bottle resio capscity aud a



Capital Expenditures {Cont'c)

Pinancial Reviev {Comt'd)

polyester staple expansion are Zncluded in 1985.
detalls consoi.idated, affiliates, total enterprise and Celanese share of
total entsrprise expenditures for the r=st five years:

The follcwing table

Hemo:

(millions) 1981 1982 1985 1984 1985
Consolidated ....cicevivareocavanaass 9414 §275 $165 $169 5159
AS£1148CE8 suvieccannnescansosconenas 226 164 175 90 78

Total eNCErPriSe ciccecsceccecsass $640 $439 $280 £259 5237
Celanese Bhare ....cecescescvcsacass 9411 $275 5145 $195 §190

The Celanese ghare of toral enterprise expenditures, $190 million in 1985,
cousists of capital expenditures by the Corporation's wholly-owned units,
pius its ownership-adjusted share of spending by subsidiaries, primarily
Celanese Canada Inc. (56.21 owned} azd by affiliates.

Depreciation

sule of the structural cowposives business.

Depreciation expense increased sharply in 1985 to $246 million.
incresse was ciused chiefly by the $57 million write—down of assets taken
in the second quarter, which parrially offset a $61 million gain oa the
In 1986, depreciation expense
1s expectad to be about $.75 million. The average depreciacion race waus
7.12. Excluding fuily-depreciatcd assets, the average rate was 10.5%.

Accumulated depreciation was 68X of gross depreciable assecs at year—end
1985, which is believed to be among the highest in the cheaical fadustry.

The




Financial Review (Cont'd)

Depreciation (Cont'd)

1981 1982

Expense (willions) .... $211
AVerage Tale ...ocevsorarsacnas 6.52

Accunulated depreciation as a
percent of gross depreciable assets ...... 632

Working Capital Ratios 1981

Trade receivables
Days sales ourstanding .......... &4
Past due over 90 days ......e.... IX
Inventories

Days supply of finished goods.... 47
Current ratlo .cececsseorssensncacs 2.0

This table eummarizes several key working capital ratics for 1981-35.
Successful emphasis on receivable and inventory control dcring this period
has enabled Celanese to minimize its borrowing needs amd related ~ogts.
The trade recelvables level, as measured by days sales cctutanding,
remained at 44 days in 1985, whila inventories of finished goods atc
year~end vere at 43 days. The current ratio was 1.3 for 1985.




Financial Reviev (Coat'd)

(1977 = 100} N
1981 1982 1983 1984 1985 -

Celanese o
Selling price re.-
Chemicals 151 141 129 128 117 '
Fibers 137 137 134 138 127 ,
Specialties 131 130 129 127 124 .
Brazil/Mexico 140 104 91 108 103 T
Total 139 138 128 127 120 v T
Rav materials N
Chemizals 193 199 196 181 153 ' -
Fibers 168 161 152 150 136 =
Spoecialties 173 164 153 146 145 P
Brazil/Mexico 146 102 88 117 106 R - — -
Total 169 153 143 145 131 .. P
Energy - U.S. -
Chemicals 167 197 198 194 173 .o
Fibers 155 168 163 171 169 R -
Specialties 193 237 238 232 211 S
Total 163 186 184 184 173
GNP price deflator 140 169 154 161 166 )
Crude oil (a) 295 266 242 239 224

(a) 1985 index preliminary.

The selling price indexes cover merchant sales and are based upon the MR - =
current product mix for each year. The raw materials cast indexcs I - i
represent approxinmately 85X of total raw material purchases. The energy NS e
indexes cover costs for major components of purchased energy in the United . : ’
States.

For inflation comparison, the U.S. DepartmenZ of Comnerce GNP price A
deflator and a crude oil index (developed from U.S. Department of Energy :
data representing the refiner acquisition cost of crude oil) are shown. i



FPinancial Review (Coat'd) .

Total Capiralization

Debt~to~tactal capitalization dropped to 281, the lowest ratio since 1373,
the yecar preceding major funding programs to supnori the large capital
expenditures in 1980-82., During 1985, long-term dedt declined by $228
million chiefly because of the early retirement of $100 mZllion in notss
and the conversion of $81 ziilion in ocutstanding debt into cozson stolk,
pursuant to original priviledes. The decline in 1985 stockhoiders' eguity
was mainly the result of repurchasing 2.7 million shares of comaon stocx.
Interzsts of othere was reduced in 1983 vhen Celanese acquired the mincrity
ghare of Fiber Industries, Inc. In 1985, Celanese filed a shelf
registration statement covering $100 million of dedt securities. At
year-end, oo debt had been added as a result of tke filing.

Decerber 31

(milliions) 1981 1982 15€3 1964 1985

Long~term debt .e.c.enn.a... § BI5 § B0 § 769 5 662 § 434
Interests of others ........ 238 256 134 112 104
tockholders' equity ...vu.. 1,233 1,131 1,169 1,099 1,017

.Tocal.................. $2,286 $§7,195 $2,072 51,873 §1,555

Debt/total capitalization... 6% 372 372 35% 282

Product Group Results

Celanese operations (except in Brazil and Mexico) have been organized ia
worldwide product groups since the fourth quarter of 1983. Prior resalts
have been restated.

Sales by Product Groap
(milliocns) 1984 1985

1981 1982 1983 19 29 3Q 4 VYear 10 20 X 4&Q

Yeax

Chemicals......$ 970 § Bl1 § BYl $23C $247 §$230 $240 § 950 $232 $249 $290 $233 § 96k
Fibers.eee..... 1,876 1,477 1,617 411 4l6 392 406 1,625 350 378 AW 377 1,469
Specialties.... 741 €36 667 181 172 160 157 670 150 139 10 137 58

Brazil/Mexico(a) 165 138 86 12 5 2 22 83 1 14 K 13

5

Totalee......53,752 $3,062 $3,261 $837 $B60 $SBO6 $825 $3,328 $748 STBD ST $760 $3,04

{a) Excludes sales of Celanese Mexicana, S.A.




Pipar:ial Review {Cont'd)

Income per Share by Product Group

The following data reflect the allocation of administrative and financing
csts and preferred dividends. Operating income and income before taxes for
the different operations have varying tax rates that tave a signiflcant
effect on product group profitabflity. 1In addition, minority inte-ests and
equity in affjiliate income are not the same aand, therefore, incowe before
thege items does not reflect each product group's contribution to the total -
income per share. For the same teasons, income per share data should not be
related to product group sales, which do not reflect these varying tax rates,
minority interests and the effect of affiliate income. An analysis of
changes in net income to common for the past two vears appears earlier in
this section.

1984(a) 1985(a)
1381 1982 1983 1q 2Q 30 4Q VYear 1Q 29  3Q 4Q TYear

Chemicals...... $4.87 § (.05)$ .81 § .415 .79 § .B6S .60 $ 2.65 § .30%(1.31) $1.23 $1.29 § 1.39
Pibergeeceessee 3.84 1,93 4,67 1.72 1.66 1.09 .80 5.35 1.43 .37 1.26 1.47 4.5
Svecfalties.... .71 .18 1.06 .64 .71 .62 .30 2,30 .65 431 J4 81 6.60
 Brazil/Hexico.. (.41} (4.51) .35 (.03)(.11) .16 .6l 570 .22 (02) 50 54 121

Totalesseeso. $9.01 $(2.45)$6.89 $2.7453.05 §2.7332.31 $10.87 $2.605 3.35 $3.73 $4.ll $13.70

(a) As a result of the common stock repurchase program and its effect on the average
number of shares outstanding for each interim period, the sur of rbe quarterly income
per share amounts does ooz equal the anmual amount.




Financial Statements and Supplesentary Data

fanagement Report

The management of Celanese has prepared and is responsible for the coasol-
idated financial statements of Celanese Corporation. These statements have
been presented in accourdance with generally accepted accounting principles
applied on a consistent basis. Other financial information contained in
this report has been prepared on the same hasis.

The {nformation uysed ia the preparaction of the financial statemears and
other financial data s accunulated from the Corporation's accounting and
administrative control systems. The related policies and procedures, in-
cluding an overall plan cf organization, are comnunicated to employees re-
sponsible for the processing of data and recording of transactions. Trans-
actions are required to be properly authorized and recorded {n a manner
that Daintains accountabllity for assets; only authorized personnel are
permitted access to assets; and asset records are comparecd with the exist-
inZ assets at reasonable intervals and appropriate action s taken with
respect to any differences. Business conduct policies, including com
pliance with applicable laws and observance of moral and etkical standards
of soclety, are promulgated throughout the Corporation.

Product groups report on compliance with Celanese policies and procedures
on a quarcerly basis. The internal audit department ‘s responsible for re—
viewing internal accounting controls and their application at a.-* Celanese
locations. Recommendations to improve internal coatrols and diviationms or
exceptions from established policies and procedures are reported to manae-—
zeat. llanagement reviews such recoumendatious, deviaticns or exczptioas
and implements recommendations or takes other corrective actionf d4s neces—
sary.

llanagement believes that the Corporation's internal accounting ~sntrols
provide reasonable assurance that errors or irregularit.es th.t would be
material to the financial statements are prevented or would be detec.ed
within a timely period by employees in the normal course of performing
their assigned functioms.

Peat, Marwick, Mitchell & Co., the independent certified public accoun-
tants whose appointment by the Board of Directors was ratified by the .
stockholders, are responsible for performing an independent examination of
the consolidated financial statements in accordance with generally accepted
auditing standards and for expressing am cpinion as to whether the consol-
idated statements present falrly the Corporation's financial positioc and
resul*s of operations. Their report appears on the following page.

The Audit Committee of the buard of Directors re=views the independence.
qualifications and activities of the independent certified public accoun-
tants and the activities of the intermal auditors to satisfy itself that
both are properly discharging their responsibilities.




Report of Independent Certified Public Accountants

PEAT Pea. Man b, Mitche?' & Cu.

Coriag Peblic Ao =0

MARWICK : S Pk v

New Yorko N s

The Board of Directors and Stockholders
Celanese Corvoratton:

.. g e ; We have examined the consolidated balance sheets of Celan2se Cotporation
. : as of December 21, 1984 and 1985, and the related consoli{dated statemencs

of income, changes in financial position and changes in retaines income
for each of the years {n the tnree-year period ended December 31, 1985,
Our examinations were made in accordance with generaily accepted auditing
standards ana, accordingly, inzluded such tests of the accounting records
and such other auditing procedures atr we coansideraxd necessary in the
circumscances. I[n coannectinn with our exaainatirns of the aforementioned
consolidated financial statements, we s2lso examined the supporzing
schedulcs listea in Item 14 (2)(1){b) ae of and for each of the years in
the three-year period ended Dec.aber 31, 1985.

In ou. opiaion, the aforementioned consalidated financial stitements
present fairly th. fi.ancial position of Celanese Corporation at Dec~mber
31, 1984 and 1°PS, and the results of operations and chang>s in financizl
position for eacn of the years in the three—year period ¢nded December

31, 1985, in coaformity with generally accepted accounting principles
consistently applied during the verfod. Also, 1ia our opinioca, the
rel:ted supporting schedules, when considered in relation to the bLasic
corsolidated financial stetements t1ken as a whole, present ‘airly in all
material respects the {nformarioa set forch therein as of and for each of
the years i{n the three-y-ar period er.ed Decemb.r 31, 1985.

l)u\‘/)';lfl,««-/‘”‘. AL@LM&d .

PEAT, MARWICK, MIT HELL & CO.

February (2, 1986




CELANESE CORPORATION

wonarlidated Pinancial Statements

Statements of Income

(ailliona, except per share)
Fo: the ycars ended
December 31

Notea 1983 1984 1985

S8leS..eciciiniccntcrcccsncacssnnss $3,261 §3,328 $3,046

Operating expenses:{(a) .
Cost of goods sold....co.ovuvnnns 2,696 2,555
Selling and adaminiscration....... 266 261
Research and development......... 94 103

Total operating experses......... 3,056 2,919

Operating 1nCOBe...cceacoccenanes 272 127

Equity io net income of

affiliateScececccrcccccesancecnana 34 28
Interest eAPeNS@...cvecsecsnaccascas n (74)
Other income and expense........... 17 36

Incoae before CaXeS...c.evesascces 188 262
Income tax provisioN...cceccecaccas 67 101
Income before minority
InCerest.,ceccceacaccnnnnacenanse 121 161
Minority interesC..scecevescseoanes ¢ -

Net inCome....coevescossssesnnsos

Per share of coamon Stock...vecssos

tlet income:
Primaryccsceiceccaronceccccanncns
Fully diluted..cceccnsnccnnnane

DividendsS...ccuecsencacncnnccacane

(a)Certain prior yedrs' data restated.

The accoupanying notes are an integral part of these finsrcial statements.




CELANESE CORPORATION

Cousolidated Financial Statements (Cont'd)

Balance Sheets

Assets Hotes

(aillions)
December 31

1984

1985

Current assets:
Cash and markstable securities...ceceeevemue
Receivable fron pension pPlabDec.cceccccsnacens
ReceivableB....vcoeeceonces
InventorieB,.ecensncsceccensec: soessssvscnnea
Prepaid expenses...cciveeccecccracacsvrsansn

nessesesaaca

Total current a28BeLB..cocsersss

sesasscscnre

Investments in affiljiates..... ........

Property, plant and equipment.......c.cesnveees
Accunulated depreciation..iccecceccsssenccnesons

Net property, plant and equipment......ec...

OthBLr 3¢ 2TBeceuccecesnssoncacsscccscossansnsasase

recerse

Total a58@CB.ccrcrcccnscccancannas

Liabilities and stockholders' equity

Current ‘“iabilities:
Accounts payaole and accrued liabilities....
Income taxes Payable..ceeeecescocncaocnnones
Notes payable
Long~tern debt due within one year.

Total current liabilities......cceeceeeas

Long—term debl..viececriosarsanrvoncvoarsrsoncs

Deferred pension g€ail...ceoesencecnssccansacosans
Deferred income TaXeS....ccccecavnsccccssaacene
Interests Of OTheIBeccureecscccnneccanscoaonane

Stockholders' eqUiLYI.ceicceereoneccceacsnsanons
Capital stock ~ Cunulative preferred........

~ COMION.ssvovvsacassnoccscnas

Addicionr! nald-in capital...ccevccerceccans
Rerained “ 1u0B€.ccesscccncnsncscvracnorncanee
Cuin. ative translation adjustments..........
Treasury 8%0ck (AL COBL).iceececcssccosasanas

Total scockhnlders' equitvV...eececncacess

Total liabilities and stockholders’ equity

The accoampanying notes are an integral part of these financial statements.
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16€
370
439
428
- 32
1,435
200
3,624
(2,27.)

369
396
389

7

1,161

228

3,345
(2,328)

1,349
120

1,217

263

§ 3,104

6
77

$ 2,809

507
304
15

28

809
662

333
29
112

89
306
27
878
(29)
(172)

264
434

89
104

88
387
28
995
(15)
(466)

1,099

1,017

$ 3,104

§ 2,309

—

e et —A——o T F—r————



CELANESE CORPORATIOJ

Cousolidsted ¥inancial Stat:ments (Cont'd)

Changes 'n Financial Position

(millions)
For the rears ended
T~ aber 31

Notes 1983 1984

Fuads froc operations:
Hel 10COMB.eesesnrssnvscsconsrsansnonons
Depreciation..ceiveecrncrcrncccnscnnane
Gain on sale of structural

couposlres OperarionsS..c.ceocsacacsoes
tnortization of deferred pension gaim..
Tax provigion less taxes paid..........
Changes in: Receivables....scecrvvennes
Inventoriesccecacecncccens

Accounts payable and
accrued liabilities.....
Prepatd, OLheT.ciasnc.vevovoncoccccsans
Net funds from operations...........

Inovestnents and other:

Proceeds from sale of

structural composites operations......
Capital expendifures.iscacccceccoscasnes
Capitalized interesf..cceeesacsnsnacces
Contributions of ioint ventureC...sesse
Purchase of minority interest of

Fibear Industries, INC.civceccvcenaens
Investments and advancesS.......eococeee
Cumulative translation adjustments.....

OLBBr e cvieosvesannssssssscsscasssnsens

Net i~ vestments and OCher.....cocvea

Pinancisl transactions:
DividendBe.vececncnacessossorarsansonee
Notes payable......ceececescacrcsansans
Long-term debt irncluding

CUTTENT POTLION ..ccaosacennee ssesoss
AddiC10NBe et avsocncasonconnnnnres
ReductionBecee covveoorcasnsnnsances

Capital stock (principally stock
repurchase in 1984 and 1985)...cccvcee
Recovery of excess pension asssetS......
Ret financial traxsacti.ns

Cash and marketable securities:
At beginning Of yeBT...eeucocnccsascene
At end of year....ccieercnaicaioaiaaans

§ 112 5 161
213 214

an
65
(0
17

13
(24)

1985

§ 178
246

(61)

(51)
20
38
27

45

408

7
2

a4

(169)
(%

Lan
35

(140)

(63)
(8)

4
(82)

3 (151)

s0
(277)

(214)
389

(95 (298)

(144)

104 196

166

$ 196 $ 166

§ 369

The accompanying notes are an integral part of these financial statements.
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CELANESE CORPORATION

Consolidated Financial Statemeunts {(Cont'd)

Chacges in Retained Income

(adllions)
For the years ended
December 31
. 1983 1984 1985
Ner 1DCODe..svsovonssrssnssonsssonsenaanes SLi2 Slel $178
Preferred dividends....cccevccnvccccncans (4) (4) (4)
Net income to ’
common Btockholders.....necececocccanes 108 157 174
Cormon diviZends......ccceves Ciressnacana (63) (39) (57)
Retained income:
At beginping of year......cecveeeseasa. 735 786 878
At end Of JedT.iiiesesovecsascscnnceos $780 5878 $995

The accompanying notes are an integzal part of these financisl statements.

Hotes to Financial Statements

Financial statement preseztatioun

The significant accounting policies followed by Celanese Corporation are
underlined and are an integral part of the notes to which the policies
relate.

Principles of counsolidatiom

The consolidated financial statements include the accounts of the Corpora-

tion and all significant subsidiaries and joinCt ventures in which the

Corporation owns in excess of 50X of the voting rights, except insurance

subeidiaries, which arec carried at equity. All material irtercoopany

transactions are eliminated.




Yotes to Financial Statemercts (Conc'd)
(Millions)

A. Total operating expenses

1984

Rav materials and energy purchased........
(Increase)/decrease in inveorories........
DepreciatioB.eccccccsncccecccconcasossocane
Salaries and wages...coccveccoracncanseces
Retirement income plafB....ccececesasavces
Other employee benefifs....ccoeeveccancses
Taxes: PaYIOll.eccciverscoesonnsranccnnnes

Property and other....c.ceveveneass
ReNCeccivocovesssacsentrocsctacnsnassscnes
Advertigingesessecccecsonccsrascasaacarnee
ROyalriesauscaecsinceeetnocnssnncncancncnes

Other operating exXpensSe8...cccscascccscosse

Total. OpPerating expensedeecccciszsecrovs

(a) Refer to Note T “or a discus.ion of second quarzer nom

recarring items.

$1,881

17
214

$3,05%
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Notes to Financial Statements (Cont'd)
(1111l1ions)

B. Investments and equity in net incowe of afflliates

- Celanese Mexiczna, S5.A. All affiliates
1983 1984 1985 1983 1984 1985
- - Potal: — — - - - -
SaleSecrerassarnnsaconaaes $ 395 § 550 3 497 $ 694 §5 898 § B4S
Operatiag income...... cees 87 191 63 134 149 141 ’
Income before Laxes....... 70(a) 59(a)  106(a) 115 101 180
Net 10C0D€...eueneerannons 63 44 92 84 49 125 T

Celanese share:
Net 1ncome.....venucesseas S 25 $ 18 $ 37 S B 0§ 28 5 ()
Divideads....oovrecnrsnees 1 - 2 [ 6 9
Undistributed income...... 59 77 112 95 117 133 ST

CUTT2NE 3SS@LS.ecceacrenooss $ 163 § 216 § 181 § 292 § 393 § 36
Net proparty, plant and

equipmenz........ ceeessnacn 473 432 424 855 829 557 -
Orher aSSel8.c..ivececcoccns 110 164 271 121 188 254 —_——

Total assets..... O 77 812 876 1,268 1,410 1,217 -
Currert liabilities......... (62) (84) (101) (175)  (195) (136)
Long-tera debl...cevernronae (326) (331) (324) (510) (506) (358) R
Other liabflities.....cevu.s (&2) (47) (13) (41) (59) (z)
Inter~sts of others........ . (183 (210) (263) (329) _(351)  (379)

Celadese equity.......... 123 - 140 175 213 239 267 T
Special provision (c)eec.n.n (39) (39) (39) (39) (39) (39)

Celanese investment...... $ 8& § 101 $ 136 § 174 § 200 $ 228
Number of affilialeS.ceescccacccconceroscanasosoossnne 12 13 13 )

-

{a) Inclodes foreigm exchange translation gains of $63 million in 1983, $48 williom
in 1984, and $78 million in 1985.

(b) Incicdes a write-down of 521 million for certain assets in the second quarter
1985,

{c) The special provision was made because the Corporation believes that its
investnent 1in lexico has been impaired by local economic conditions, and that

it will be unable to reccver fully its equity after absorbing fixed charges.



Notes to FPincncial Statements (Conc'd)

(Milifoas)

C. lncone taxes

1983 1984 1985
Income before raxes:

UeSeenenncoeononarossvansvancnncnasannnssans $ 138 $ 204 $ 167
Non-U.S. subsidiaries and affiliates........ 50 58 73
TOTAl.eeeceeacnassavsaarcorassnscanssacnnns S 188 S 262 $ 240
Current: U.S. (federal and Btate).eeseseveoss s 23 $ 221 $ (10)
NON=U.Scereeocacccevseracssococcnses 7 9 10
Total CUTI@NL.cecccancocsonososcsnsscncvaasns 30 230 -
Deferred;: U.Siieeerscsescesceresassonoasonsoca 34 (127) S8
NON=U.Seeasvecesrssscarssnsssanssosnss 3 (2) 2
Total deferred (a)ec.ieeeccriraccanccencacenes 37 (129) 60
Incone CaX ProviSiON.ieeecececesccrsososncosncone § 67 $ 101 $ 60
U.S. income taxes at 46T....cevsoessnncccnsesss 5 63 $ 9% $ 77
Less: Investment tax credits (ITC)ecerevonnocan 3 11 11
EXPOTL COMPANieS.sssescccccacssnccosasons 9 7 8
State INCOME CAXES...osuseccscosssanosseas (5) (5) (5)
Capital gains...eevevecccvtcrsncacsncsens - - 15
Other bock-tax differences.ececececasacas (1 (13) -
Provision for U.S. operation8...ceccecavecacens 57 sS4 48
Provision for non-U.S. operatiolS...cceceeccecncss 10 7 12
Income tax ProvisioB..eceescececcacsncasssacans $ 67 $ 101 $ 60

(a) Book-tax differences:
Deferred pension gaiM....ceeeeecncencaess $ - $(163) $ 15
ITCeeicieneesonncosocccsncacacssasnnacnes 15 9 b
Depreciation.ecececccenccorssscanccnnancs 29 25 3
Capitalized interesC.ciiccecscsovssvocses 2 4 1
InVentOrieB8eccesoncncsecsovecsncansasanne 4 8 2
Aff114aTe CLaAXeBeveocacacovrnsvacnssoncane - - 20
OLhET.eerececensacsaasncascsnscascascanssa (13) (12) 19
Total deferred....ecseecasecncosssanss s 37 $(129) 5 60

Certain income and expense items are calculated using different methods for

income tax and financial statement purposes.

The tax effect of these differ—

ences and the tax on undistributed income of affiliates are provided for as

dererred income taxes.

The Corporation has unot provided for taxes payable wpon distribution of its

equity in the undistributed income of certain subsidiaries, which at December

31, 1985, amounted to SB5 million, becsuse current financial plans indicate

reinvestment for an indefinite period to et the operating and capital re—

quirements of these subsidiaries.

Investme: ' tax credits are accounted for under the flow-through method.




Notes to Pinancisl Statements (Cont'd)

The Celanese share of income or loss of companies in vhich :the Corporatisn
owns at least 20X and not more than 30 of the voting stock is included in the
consolidated stazements of income as "Equity in ter income of affiliates.”

Debt instrumencs of 40%-owned Celanese Hexicanz, S.A. (Celpex), due
priceipally 4in U.S. dollars, include various covenants that require
maintenance of wvorking capital and limit creation of funded debt and paysent
of dividends. Covenanls under certain of these debt instrvments precluded,
without applicable lender cons: nts, additional funded debt and dividezd
declarations at December 31, 1.84. During 1985, lenders waived the
restrictions 1n order to permit Celmex to pay a dividend. At year—end 1985,

Celmex was curreatr on all its pesc and U.S. dollar principal and interest
obligations.




Notes to Finsncial Statements (Cont'd) !
(Millions) \ j

D. Interests of others 1983 1984 1985 ;ﬂ

linority interests in subsidlaries:

Celanese C2nada INC.csececncernescsvacs $ 53 S 51 $ 51

Celanese do Brasil S.Acc.ecccvecssrenes 6 2 ~

OLRBL . ciuuiunsasocsroosnsnsnansensnanss 2 3 3

Total zinority interestS.....ececees 61 56 54

Joint venture INLEreSL...cececesrconsasnnes 73 56 50

Tocal interests of others....c.ecvee $134 5112 S$104
Minority share of: IncCmME..ceciceenoneans s 9 s - § 2 .
Dividends.ceerevevceen 6 2 1 ..

In June 1983, Celanese became the sols stockholder of Fiber Industries, - :
Inc. (FII) by purchasing the 37 1/2X interest formerly owned by Imperial :
Chenical Industries plc for $119 million in cash. As of December 30, 1983, s
substantially all FII assets and liabilities were transferred to Celanese !
corporation. The mioority share of income and dividends of FII's

operations prior to June 1, 1983, is included above.

E. JIucome per share of common stock 1983 1984 1985

Average common shares (thousands): f
Used in primary couputartioN.....ceecevenceeeses 15,608 14,431 12,706 "
Adc¢itions for: Comvertible debentures........ 1,693 1,629 524

Convertible preference stock.. 29 26 21
Stock OPLiONS.eseessecsccnoees 56 72 98 R

Used in fully diluted computatioB..ceevevee... 17,386 16,158 13,349

Fully dilutes income adjustmeLle..ess.-vosoissacs $5.9 $5.8 $1.9

Fully diluted income per share reflects the addition of shares for comvert-
ible debentures and preference stock and the related reductions in interest
expense and preferred dividends; and the addition ~f shares as calculated
‘to recognize the potential effect of optionms outstanding at prices below
market.

P. Cash and osrketablie securities 1984 1985

Cash on hand and demand depoSitB.c.cccversorooscsnsaesnses $(23) $(28)

Marketable securities, at cost {approximates market)(a)... 189 397
. Total cash and markerable securities........c.cevcevase $166 $369

(a)Primarily time deposits, commercial paper, and U.5S. government agency
securities.



Notes to Pinancial Statements (Cont'd)
(Millions)

C. Receivables

TrBde. cicneeirescssenancaaaosonsuacnoorsonsssnsvese
Aff1ldaT@S et i enceansssassosasnsoneosscnscccenonns
[0 4 11

SUDLOTAlessueecnocaneorocanacoenasnacsnnsannonse
Less: Ali.wance for doubtful accountS...ececececses

Total receivableti.scveccacsaresancencssccsoncnes

H. Inovectories

Finished H00dS....ssuereouonnucanonusesonasnsnooccsne
WOTK~{N=PrOCEeBB.e et ssscsctosaonsosnsesssssassoonse
Baw £aterials.cuiceeeeeacissncveasosccacesavnoccsnes
SUPPLlieB.e.icieecrtetteciaesecncnasssccecnrasnoanaae

SUDLOTAl.sieeesoncncancaceronnnoorsoasssoncsacen
Excess of current costs over stated values.........

Total invenrories.cieeeecersscorassecannarsossos

Last-in, first-our (LIFO) is the principal valuation method im the United

States, and for 2ll significant pon-U.S. subsidraries and affiliates.

Other ioventories are valued st standard costs that approximate current

production costs., Invedtory values are not in excess of marker, and co not

include depreciation of property, plant and equipment.




Notes to Financial Statements (Conc’d)

{M4llions)

1. Net property, nlant and equipwent; and nmaintenance and repairs

198

Xachinery and equipmenl...uvceceanerscsanseennacsaaasas 9 2,781
Buildings and dDprovements.....ucescevsonsccsonmncnsnns 460 455

POlling STLOCK. ... i iieiuneivovecetonosnssonsooranasana 91 88
Furnitu©e aad fiXlUI@S. e . vesueocnueonssscsossaonsne 27 29
OLher QA8BRLS..cueescacscvran . soosanassrosasrsssatssonn 28 28

Capitalized interest.....cvecviccsenes cnsvrnnasaassae 79 78

Depreciable 3SS@TS...cveecnseescneacncacasscnnnnsnns 3,866 3,827
La0d. it vcsvavronrsosssscacessnsasscnsscansnsaonononans 27 26
ConsStruction 1IN PrOFRYESB..cverevs-srrecacssseanananensns 131 92

TORALeuacrenacnronernonecaensorsosansasnonneencenss 3,624 3,545

Accumulated depreclatiofeeeeeeeceecccacacesoncnsananas (2.275)  (2.328)
Net property, plant and ¢quipmeNf....eesecveseaveaes 5 1,349 5 1,217

Maintenance and repairs expense /($186 million in 1983) § 194 $ 194

Propertv. plant and eguioment Includes the cost of land, buildings, equip—
ment, significant icprovements of existing plant and equipmenz, and cap-
italizea 1arerest.

Ad4{ticns, {wmorovem~nts, renewals and expenditures for maintenance that
add materially te productive cavacity or extend the life of an asset are
capitalized. Other = -tenance exvenditures are charped ro income.

Cenerallv, assets a1« «rouped and depreciated on a compcsite basis. When
facilities are sold or retired in the normal course of business, the orig-
inal cost of the asset adjusted by any net proceeds i{s charged or credited
- to the accumulated depreciation account. Depreciation is orovided over the

estinated useful lives of the assets on the straight-line method, except
that the sun—of-the-years—digits wmethod is used for M.S. wachizery and
equipment acquired from 1974 to 1377.

The maximun estimated useful life for all U.S. machinery aad equipoment is
9-1/2 years. Capltalized interest i{s amortized over 10 vears.

1984 1985

Proceeds of pollutiom control obligatioms....ec.c.. § 9 $ 13
Investment in Elwood Insurance, 3l equify.....c...s 42 47

J. Gther assets

Funded and prepaid pension COSL. cicivessarccccacns 20 60
Long-tern receiveblef.ececcacscscnnetasnsenevonanaan 19 22
Investment in lew Business/Technolog¥.c.cececcecenns 7 26

. Other investments and advancCeS..ccescsescscsssnssas 3 17
OLher..ucaceosnccoscnsncnsosscansonaneasasascsanansns 20 _17

Total other A59E@CSeseeccccsoncsmnsascccnnssneess 5120 $203

Preoperating costs are expensed as incurred. I-tangibles are ancrtized

over their escimared economic lives.
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Notes to Pipancial Statements (Cont'd)
(Millions)

K. Accounts payable and accrued liabilities

ACCOUNTS PAYADle e uuusnnnneossoossasencoavaanasnnane
Salaries, wages and emplovee benefifs....c..evuv0e-
Taxes: Ocher than income fLaXeSe..erecevonscessncoss

Withheld. oo eeeinoraciaorsenasanaacnacscsonss
Interest pavable. . iciecuieeseseonsroacasnsnnsesncanne
Other accrued liabilities...iiiiiuirerececinnacnsanns

Total acecounts payable and ancrued liabilitles..

L. Long~term debt and related restrictions

With the exception of certain pollution control bonds, substantially all
long-ter= debt matures serially. Total maturities and sinking fund
requirenents for the next five years are: 1986, $38 million; 1987, 533
million; 1988, 523 million; 1989, $22 =million; and 1990, $33 millioa.

Holders of $16 millicn of certain long-term pollution control obligatiocns
of the Corporation exercised their right to redemption at par plue accrued
interest or April 30, 1985, On December 31, 1984, tie lorporation
reclassified 528 million of long~rerm debr as currenc, in anticipation of
holders exercising this redenmption right. The Corporation has redeemed the
516 million and reclassified the remaining $12 million as long-term.

On Julv 25, 1985, the Corporation cailed £or redemption and recired the
5100 =—_..on 10 7/8% debt due 1in July, 19587.

The Corporation has Revolving Credit Agreenments with several banks, until
June 30, 1988, providing for loans of up to $10C millicn. Interest on out-
standing borrowings is to be adjusted periodizally based on the bank prime
lending rate, the London {nterbank borrowinmg rate, or the CD basis interest
rate, at the Corporation's option. These credit lines wire unusel during
1985.

The Corporation's debt instruments include various covenants that require
maintenance of working capital and limit credtion of funded debt ¢nd pay-
ment of dividends. additional funded debt may be createc only 1if fumedi-
ately thereafter comsolidated net tangible assets are at :east twice
consolidated funded debt, as those terms are cefined in the debt instru-
ments. Under the most restrictive of these restrictions and coveaants at
December 31, 1985, the Corporation's consolidated working capital exceeded




Notes to Pinancial Statements (Coant'd)
‘Mtllions)

“he Trequired minimum of $160 =illion by $137 millioa, and 5262 aillion of
atockholders' equity was available for dividend or other restricted
payments.

Celapese Cocpararion

10 7/8L DOCES.ccreasecasonsasacseassoscsancassnonnsone
9.11 frst ortgage boods.

& corvertible subordipared debermures.....
9 1/4Z DOLES.veesvosessnsresssasonnsossossessasesanns

1L Cw
Blis NOLBS.eceeesrsesoncesacovencssocssssss.sassanns

11 7/8% sinking fird debentures...ccceeecnen
9 3/4% coqvertible subordinated debertures....ccee....
5 3/&% to 11T pollutfon control obligatitBeesesossss

Tocal Celanese Corporatitnicscesescssses

U.S. Subsidiacies

Virgima Chemicals Inc.
10 5/5%: semlor motes and OEhBT..eeccesccssostncecsnns
6 1/4X to 8 1/8% industrial revenue and

Ttal U.S. subsidiarieB....encees covacvensan

No-{.S. Subsidizdies (a)

Celanese Canada Inc.
Revolving credit cbligarionS.csesecseccnscssscconscen
6 1/7% debenires, Series C......
7 /Z mortgage bonds, Series A.c.eseeressecccesssoane
Celarese do Brasil S.A.

Floating TAle MXES.eccsossssssstccsosscasassasance
Ohereeeesesasacseccsracencnaces

Tocal porrd).S. subsidiaries.. sesssctcanceranes

TOCAL.eeeencscsocnansnsrasarsensoccsosnnssnnane

(a) Gererally payable in local axrency.




Notes to Pinancial Statements (Conr'd)

{(M{llicns, except saares)

M. Stockbolders’ equity

Shares {ssued and
Shares outstanding at December 31

Balance autborized 1933 1984 1585
(ed11lioas) {zthousands, exzept !385)

Curulative preferred—
Series A, 4 1/2%
(5100 par value).eeveoeanens 850.9
Convertible preference,
§3 (without par value)...... .2
% second (5100 par vaiue)... _ 3 398 56

Total (8)eeneevnecenrenonne

Common (- .thout par value)(b) 50,000,000 15,680.7 13,523.8 12,020,620

(a) Preference in liquidat.ion: (%S million.
(b) Treasury shares were 35,477 4in 1983,
2,511,019 1n 1984 ard 5,125,611 in 1985.

Activity in Reserved at
1883 1984 1985  year-end 1985

Common shares:
Beginning of year............... 3,578,997 15,080,744 13,523,759 -
Stock options - 1974 plan....... 19,000 16,886 800 2,800
- 1930 plan....... 111,223 70,628 125,213 133,123
- 1985 plan....... - - - 343,095
Conwvertible - DebenZures........ 1.140 48,324 1,104,282 524,222
- Preference stock.. 2,384 3,347 5,171 20,795
Ionovation Prografie..essescasase - 30 40 -
Restricted shares - 1985 plan... - - 5,653 -
Treasury SZ0CKee.ureresoacanceas 22,000) (2,296.200) (2,744,300) -

End of YeAT.eeeeeocroeecansss 13,680,744 13,523,759 12,020,620 1,024,035

The preferred stock, Series A, may be redeemed st the option of the Zorporailon
ar par pius accrued div.dends. Each share of convertible preference stock may be
redeemed ar the optioo of the Corporation at $65 plus accrued dividends, and is
convertible at the option of the stecckholder into 0.6953 shares of commm stork
and casit of $1.15, sulject to adjustment in certain events.

Upon liquidation or dissolution, the Series A and convertihle preference stock
are entizled, in preference to the 7i s2cund preferred and common stock, zo $100
and §$35 per siave, respectively, botl plus accrued dividends,

T T Y e e T A TP YN MY N TN NI NI T



Notes to Financial Statements (Cont'd)

The cocversion rates of tre 42 and 9 3/4% coovertible subordinated
debentures (Note L) are une Celanese common share for each $92 and §71,
respectively, of princip.il amount uf the debentures.

in ‘983 and 1984, the Corporation purchased 32,000 and 96,200 treasury
shares intended for use upon exercise of stock options granted under the
1980 Stock Option Plan. Also 1in 1984, the Corporation purchased 2.2
million shares of Celanece comnon stock for general corporate purposes
under various rcpurchase programs. In 1985, the Corporation announced
plans to repurchase an additional 2,372,000 shares of which 2,744,300 had
been purchased at pDecember 31, 1985. In January 1986, the Corporation
annour~ed plans to purchase an additionmal 600,000 shares. All acquired
shares are being held for general corporate purposes.

N. Stock options and sppreciation rights

The Corporation has three stock optioc award plans as adopted iec April
1974, April 1980, and april 1985.

1974 plan--This plan permitted options to be granted to eaployees for the
purchase of 600,000 sharcs of common stock of the Corporation at the
market price of the stock on =he date of grant. Opticas ocecome
exercisable, in whole or in purt, at any time following the firsc
anniversary of the date of grant, and must be exercised ou later than ten
years from the date of gran:.

The 1974 plan included an appreciatioc distribution feature that permits
an optionee to elect, suhject to the comsent c¢f the coomittee that
administers the plan, to surrender options, in whole or in part, in
exchange for cash equal to the appreciation between the option price and
the ==2rkes: value on the date of election. At December 31, 1985, options -
for 2,800 shares were cutatanding, all of which were exercisable. Yo
further options may be ,ranted for the 1974 plan.

There is no provision for redemption of the 7X second preference crock, L
which has a preference over ti‘e comnon in liquidatica or d{ssolution of i
$1U0 per share plus z.crued dividends. -

'
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Notes to Yinsncial Statements (Cont'd)

1980 plan as amended 1~ !982—Ontions nmay be grant.d ta ecnloyces for the
purchase of 5U0,000 shares of coomon gstock of the Corporation at the market
price of the stock on the date of Zran:. The plan also authorizes 500,000
Stock Apprecilation Rights (SARs)} to be granted. Like the opticts, SARs are
granted at the market price of the common stock of the Corporation at the
date of grant. An SAR entitles a participant to a cash payment from the
Corporatica equal to the excess of the failr nmarket value of a share of
common stock cn the cate of exercise over the f{nitial value of <he SA2,
Options and SAKs become c.xercisable, 11 whole or in part, at any time
following the first annjversary of the date of grant, and must be exercised
no later than ten years from that date.

At December 31, 1985, thers were outstanding options covering an aggregate
of 133,123 shares and 34,200 SARs, all expiring at various dates from 1990
to 1994 and exercisable at an average option price of $58.78 per share and
an average initial valur of $62.37 per SAR. There were 48,750 shares
available for future grunts at the beginning of the year, and ncns
avallatle at year-end. In addirion, there were 47,550 3Aks available for
future grsnts at the beginning of the jear, aud aone avaiiable at year-end.

1985 plan—Cptious and restricred <tock may be granted to emplioyees for
300,000 shares of commcn stock of the Corporation, an addirional 48,750
shares representing the number of _hares previously subject to grant under
the (%80 plan, 4nd up to 25,000 shares representing options already
ovutstanding under the 1983 plan to the extent that they expite without
exercise, Optlons are awarded at the market price of the stock at the date
of grant; restricted stock awards are valued at the warket price of the
stock at the date of graat. The plan also authorizes 300,000 SARs or
restricted units an additiooal 47,550 SARs or units representing SARs
previously subject Zo grant under the 1980 plac, and up to 25,000 SARs or
units representin, SARs already outstanding under the 1980 plac to the
extenz that they expire without exercise. SARS and restricted units are
valuxd at the market price cf the Corporation’s common stock at the date of
grant. Cptions and SARs hecome exercisable, in whole or in part, after the
first anniversary of the date of grant. Restricted stock 2nd units vest
evenly over a t“hree-year period following the date of grant. All awards
must be exercised uo later than ten years from the dafe of granmt.

At Decexnber 31, 1985, rhere were outstanding options and awards of
regtricted stock covering an aggregate 59,230 shares, and an equivaleat
number of awards for SARs and restricted units, all . «<piring in 1995, and
exercisable at an average price or infrial value of $94.95. There were
289,520 shares available for grant at year—end, and 288,320 Sa’s or umits
available for grant.




Notes to FPinancial 3tatements (Cort'd)

The Corporatinn provides for the estimated liavility under the appreciatica
feature of the 1974 slan, the 1980 plan, and the 1985 plin froo the -ate or
grant and for the eszimated liability for restricted steck avards over ine
vesting period. The Cerpuration maxe3 no charge agains. :income with
cespect o the options under the 1980 and 1985 plans.

Number of Shares
Scock options: 1983 198" 1985

Quatstanding at January l..... 322,350 282,550
Granted(a) 52,600 53,575
Exercised.b). . 90,900 127,527
Surrendered for appreciation 5,00C 19,100
Tera'nated or cancelled..... 2,500 -

At Deceuber 31: Outstanding{c).... 322,350 282,550 189,498

Ixercisable 2 224,550 135,323

Opzion price ranges of shares:

(a) $59.38 for 1983, $68.00 and $71.88 for 1984 and $104.38 and $12C.63 for
1985.

(b) $37.94 to $62.3: for 1983, $31.63 to $A2.31 for 1934 ,a.d S41.13 to
571.88 for 1985.

(c) $29.25 to 566.69 for 1983, S41.13 to $71.6% for [984,
aad 541.13 to $120.63 for 1985.




¥otes to Financial Statements (Cont'd)
(Mi{lliong)

0. Retirement beneflt plans

The Corporation has various retirec.ut benefit plans covering sudstantially

all employees.

In 1985, Czlanese completed the restructuring of its pension plaa by

tecovering excess assets of 5387 zillion (befare taxes) from the plaa.

restructuring was 2nnounced in 1983 and effective Jazuary, 1984. "The

resulting gain from restructuring of the plan was deferred and is being

amortized against pension erpense.

During 1984, the Ccrporation imprc/ed benefits in the plan and changed

lovestment return assuwptiom from 8 1/4I ro 10Z.
changes oa uet income was got significant.

The effect of these

s
T

The

he

Principal assumpticns, and amortization periods and actuarial me:thods for
both expense and funding for most U.S. plans for the last three years were

as fsllows:

1983 1984-5
Investzment retusn vesean .. 8.25% 10.002
Pay inCTeBSe...cicacnecsnavances 7.50% 7.502
Average retirement age.... . 63 years 63 years
TUTIOVET .t v evtensnaetcaneoaannes Current experience
Arorrization period - expense... 10 yeats 10 years
~ fundisg... 15-30 Average
yearss remaining
service

Actuarial method ~ expense.

Modified Unit Credit

~ funding...... Entry Age Projected

Unit Credit

Pension expense was 2 credit of 54 million in 1983, $13 wuflliom in 1984,

«nd $22 million in 1985, after amortization of deferred gain.




Notes to Fipancial Statements (Cont'd)

("iilions)

A cogparison of plan assets with the present value of accumulated benmefits
for substantially all funded U.S. plans at Dececber 31, based oa the in-
vesinent return assumptions above, foliows. The [984 plan assets and ac-
cumylacad benefits are shown arfter the purchase of annuities for active a-4
retired particirants’ benefits saccrued through January 23, 1984, and after
giving effect to the recovery of the excess assets.

1984

Plan asBelB.cscecccscs $ 60(a}
Accumulated beuefits:

Vestedeeeaoeeansns

Non-vested....oee.

Assets over benefits.

26
2
Toutal benefits.. 28
S 32

(a) Zestated to confornt to 1985 presentatiou.

The assetrs of the nop-U.S. plaus and one domestic plan not included in the
table above exceeded the present value of thelr vested benefits as of their
nost .ecent valuation ijates.

The Corporation and its subsidiaries provide certain health care and life
insurance benefits for retired eaployees. Substantially all of the Corpo-
ration's U.S. and Canadian employees may become aligib.e for those bene-
fits. Those benefits are provided through an insurance company vhose prem-
iums are based on tke benefits paid during the year. Celanese recognizes
the cost of providing the life {non~U.S. only) and health insurance
benefits by evpensing the antual insurance premiums. The U.S. retired life
insurance cost is provided for by amortizing over a ten-year period the
preseat value of projected irwurance benefits. The Corporation expensed §6
nillion in 1985 and 1984 for retired bealth and life insurauce benefits.




Notes to Pipancial Statements (Cont'd)
(M{1lions)

P. Nox-U.5. subsidiaries

Treidc
area-
trade

19€5: Canade s 2%

Aexica hx
Tocal mo-G.S. 569

Meo: U.S.  $2,122

1984: Canada § 2%
Eurooe 247
Souzh Aerica 2

Tocal morU.S. 635

lecp: 0.5, 2,232

1983: Carada S 76
S B
5 Aeriza 8

Tocal nexr.S. =53]

Mao: U.S. $2,315

In general, local currencies have been designated as the functional
currencies for the Corporaiion’'s Ioreign operations, except in Brazil and
Mexico, where the U.S. dollar is the fuactional currency.




Notes to Pinancial Statements {(Cont'd)
{Millions)

0. Product group informarion

Chedcals Titers

1985 -
Sales: TXaleeeeececceaes SI.2% $1,500
e/

&8

Deprard i, coescencnnns 2]

Capriral expeotitores...... n
ABBELB.cacecascocccocnanas <3

1984

Sales: ToCaliesseassscace

lacer-prodxs line
Cperating inCOm@.cveesnnes
Depreclatitt...veercesenes
Capital ependitires......

Depreciatiof.ceeeceecccnes

Capital expend tures......
ASSBLS.euesesssnccensacans 933

124
kY
88
24

(a)Excludes Celanese Mexic®ma, S.A. and Brazillan affiliates, Metanor S.\. and Copenor S.A.,
which are inclided in “Imnvestments and equity in ret incore of affiliates”™ (Note B).

The nzture of the business and the products offered by the Corporation and
irts subsidiaries and affiliates appe«r in the Description of Business.
Inter-product line and fntei—area sales generally are priced vith
reference to prevailirg market prices.

Corporate assets, primarily {nvestments and in 1984 a receivable related
to the Corporation’s recovery of excess pension assets included in the
pext-to-last column in the table are: $314 nillion in [983, $713 million
in 1984, and $613 wmillion in 1985.

SO P
TR 2.
i b i




Rot=s to Financizl Statements (Cont'd)
('tlifons;

BE. Leases, commitwents and pledged assets

Lease rentals: 1584

MiniOUM . e sssnncscsencascccocsnnss 539 $38
Conzingent.iueceeenecansceroonnana 5 ]
Suble2sSe 1NCOme..eeeruncscarcarenn _(6) (6)

Net TenCalsS.cceesccancanacannes 518 $33

Certain laboratory and office promises, terainal facilities and rolling
stock are leased under operating leases for various periods up to 2006,
and it is expected that the leases will be extended or replaced.

The :3gregate of future cinimum lease payments is $205 million, and of sub~
lease incooe 1s 354 million. Minimum lease payments for 1986-90 are: $33
million; $27 milliom; $19 million; $17 million; and $14 nmillion,
respectively.

At December 31, 1985, there were coumitments of approximately $51 million,
primarily for additions to property, plant and equipment.

Assets of Celanese Corporation and certain coansolidated subsidiaries of
approximately $430 million are pledged to secure long-term debt.




Notes to Financial Statements (Cont'd)
(*d1llions)

S. Inflarioco-adjusted information (unaudited)

Current accounting rules tequire the presentation of financial results and
investment based on a constant unit of vailue, using current cost/constant
dollar, which makes adjustnents to historical aoounts using cost indexes
that are specific to a coopany’s lines of business.

Under this method, the principal income statement adjusifents are to cost
of goods sold, unless the financial stateoents already reflect such costcs
on a curreant basis because of the use of the last-in, first-out (LIFO) in-
ventory valuation method, and to depreciation expense. Thare {5 no corre-
sponding adjustment to income taxes because they are based on nistorical
costs and do aot recognize the changing value of the dollar.

The principal adjustoents needed in balance sheet values are in inventory
(especially when LIFO i3 used) and pronerty, plant and equipment values.
These values, however, may nct be in excess of net recoverable zmounts as
of any of the Jates presented.

As the value of the dollar declines, assets and liabilities fixed in dol-
lar terms will be realized in or liquidated with dollars of lower value.
Thercfore, one further adjustoent is required with respect to the change in
the value of such iteas. This results in an unrealized gain or loss, de-
pending upon whether the net talance of such items is a liability or an
asset. If a net liability exists, there is a gain tha: increases gtock-
holders' equity.

I1f the specific assets held by a company increase ia value oare or less
rapidly than the general rate of inflation as oeasured by the Counsumer
Price Index for All Urban Cousumers (CPI-U), there is a further gain or
loss that is reflected for the difference that arices from using specific
indexes rather than a general CPI-U index.

The current accounting rules referred to earlier also do not permit index-
ing of the assets of companies purchased prior to the acquisition date.
Genetally, these assets can be valued no higher than the market value of
the shares given (plus any cash) at the tipe of acquisition. Inasmuch

as the marketplace does not generally value cowaon stocks &t inflation-
adjusted values, the dilutive effect of acquisitions for stock 1s magnified
in inflation—~adjusted informatioa.

The table below shows changes in stockholders' equity per common ghare for
1981-85 using historical dollar amounts adjusted to zverage 1985 dollar
values by the use of indexcs specific to the Corpcration’s various busi-~
nesses.



Notes to Financial Statements {Cont'd)
{(Millions, except per share)

Inflation~adjusted net income was below hisiorical amounts in all five
yeals, principally because of depreciation expencs adjustments. The
depreciaction methods and useful life estimates are unchanged from those
used in the bistorical financial statements. No adjustments were made with

respect to the Corporation’s interests in the net assets or results of
affiliates..

The reduction in stockholders' equity per common share during 1981 due to
acquisitions for stock is principally related to Vi:ginia Chemicals Inc.
Stockhalders’ eqdry
per comson shate: BExpressed in sverage 1985 dollars
as calculated by use of changes in specific indexes
1981 1982 1983 1984 1985 198185
Net 10come/(1086)ceesaecerecrseeaes § 394 $(1040)(a) § 301 5 6.7  § 1126 $ 14.5%a)

Gain on net lishil{ties
ard preferred SLOK.seseccssscass 4.06 1.98 .2 2.5 .69 13.49

Campenies acquiried for stock ..... - - - - (6.45)

Increase in assets over/(under)
inrreage in CPI-U 28 3)  (4.15 (12.68)

Purchase of treasury
Sares ad OCHBL..cevesecsss & (J35) 4.8 (.61)

Total increase/(decresse)...... (8.00)(a) 1.61 9.41 8.28(a)
Dividerds.ereesceccsnces (4.23) (4.17)  (4.16) (21.39)

Net increese/(decrease)........ C(12.23)(a) 23%6) 5.5 {83.11)a)
S

7 regirring of yeaTeeeeenenn.. U302 10089 97.51 M6 1.3

Qmularive tramalacion
QI UBTIETE S ceeneesnvnnoncsanonse = - (&) (1.20) 107 (.95)

—exd of year.coacaane eesme.ss S113.12  $100.89 §97.51 §101.56  SMR.24  S102.24

(a) Iocludes special proviaion for Celauese Mexicana, S.A. (Noce B).

The tables that follow present adaitioril historical and inflation-adjusted
information.




Selecred fiomncial data:

Cost o goods sald
—exchding depreciazion.......

Increase in sssets

over/(uwder) Pl Useceesacnen

Per financial statements:
Invercories ar vear-emi....
Het , B and

Adjusced to (985
year—end callars:

lovencories ar year-emi....

ressed in 1985 dollars
xp averaze

as calailated bv use of

1881
¥3,255
298

61

34
69
1,765
(i1)

443

44

1,975

(a) Inchdes spectal provision for Celanece Mexicama, S.A. (Note B},
(b) Effective tax rate is vegative.

Seplemertary finmacts] datac(a)

Sales

Per share of roron stock

Dividecds

Markes price
at_yer-end

Mo
-0

1985

As
reported  dallars

Average
As 1985 As
recorted dollars reported

1985
dallars Avcrage

Year-
eod

1981
1982
1983
1984
1985

$3,752
3,062
2,261
3,38
3,046

$4,438
3,413
3,521
3,647
3,086

$3.85
4.0
4.00
4.10
4.50

$4.55
4.46
432
4.5
4.50

$ 55.88
45.25
0.0
8l.13

15025

§ 63.9%
Q9.9
n.>5
.85

147 .86

(a) Average 1985 dallars are caloulated by use of changes in the CFI-U.

224
289.1
284
it
22

2.4

S
T A




Nc-cs to Financial Statements (Cont'd)
(Miilions, except per share)

T. Quarterly i{nformation (unaodited)

1984 1985
1Q 20 _3q 40 19 29 30 40
Sales.... $837 $86Q $806 5825 $748 §780 $758  $760
Cost of goods sold.... 666 683 647 70e 606 707(c) 630 612
Operating income...... 82 89 71 30 $6  (21)(e) 4l b

Tocome—~Net..veonesoans 4a 47 38(a) 32(a)(d) 36 45(c) 47 S0
-Per coumon share 2.74 3.C5 2.73(a)2.31(a)(b) 2.60 3.35(c) 3.73

(a) Termination costs of 48¢ per share, or $6 million, related to the
consolidation of polyester textile filament capacity vere provided for
over the third and fourth quarters.

(b) Includes a net charge of 31¢ per share, or $4 million, to reduce the
carrying value of certain water—soluble polymers fixed assezs. This
iharge was largely offset by a gain of 26¢ per shere, or $3 million,
relating to the sale of assets and certain non-recurring crediras for
Brazil/Mexico.

Operating results in the second quarter cf 1985 were affected by three
son-recurring itens that reduced net incone bty S4 million: a gatn of $61
aillion on the sale of structural compesites operations; a write-down of
certain assets by $57 million and a provision of $8 million to cover the
cost of restructuring programs. The effect was to reduce operating
income by $93 milliom, to increase other incowe by $86 million, and to
reduce equity in net income of affiliates by $2! =million, iacome tax
provision by $23 millionm and minority interest by $1 milliom.
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Schedule V
1983, 1984 and 1985

CONISOLIDATED PROPERTY, PLANT AND EQUIPHMENT
(millioms)

Other
Beginning Additlons additious/
of year at cost Retirzmeats (deductiuns)

YEARS ENDED DECEMBEPR 31

1983-Machinery and equipment $2,533 $273 $ 7
Buildings and improvements «£23 25 (1)
Polling stock 4
Furniture and fixtures -
Othev ascets (5)
Capiialized intervest 1
Land . (%)
Congtruction in progress

Total

1384-Hachinery and equipwmen:
Buildings and improvements
Rolling 3tock
Purniture and fixtures
Other asse:s
Capitalized ‘nterest
Land
Coostruction in progress
Total $3,718

1985-Machinery and equipment $2,731
Buildings and improvements 460
Rolling stock 91
Furnirure snd fixtures 27
Other assets 28
Capitalized interest 79
Land 7
Coustruction in progress 131
Total $3,624




CONSOLIDATED ACCNULATID DEPRECIATION

(aillions)
Additions
charged Other
Beginning to costs & addicions/ End
of rear expenges Retiremenrs (deductions) of vear
YEARS ENDED LECEMBEP. 31
1983-Machipery and equipment $1,812 $180 S 42 § 26 §1,9°
Buildings and iaprovements 199 17 2 - 214
Rolling stock 34 6 5 5 40
Furniture and i{ixtures 17 2 2 - 17
Other assets 20 2 -2 (&) 16
Capitalized incesrest 4 6 - - 10
Total $2,086 $213 $ 53 $ $2,271
R ———— ——— —— ARSPe———
1984—-tiachinery and ejuipment $1,974 s182 S163 $(16) $1,977
Suildings and improveszents 214 15 11 (13) 205
Relling stock 40 6 2 - 4
Furniture ané fixtures 17 2 2 (1) 16
Other assets 16 1 - - 17
Capitalized interest e 8 = _ 16
Total $2,271 $216 5178 $(32 $2,275
1985-Machinery and squipaent 51,977 $208 §140 $(30)  $2,015
Buildings and improvements 205 15 1) 213
Rolling stock &4 7 3 2 50
Furniture and fixtures 16 2 2 - 16
Other assets . 17 1 3 1) 14
Capitalized interest 16 13 - (9) 20
Total &6 54 H

Schedule VI
1963, 1984 and 1985

OF PROPERTY, PLANT AND ZQUIPMENT




Schedule IX
1983, 1584 and 1985

CONSOLIDATED SHORT~TERM BORKOWINGS -

(millicae)
Naxioum Average Weighted
Caregory of Weighted amount amount average
aggregate Balance at average outstanding ouistanding interest rate :

- short-tera end of interest during the during the during the &
borrowings(a) period rate period period _period(b) -
YPARS ENDED DECEMRER 31 . »
1983 : »
Bank borrowings S14 37z s17 §12 212
1984 &
Bank borrowings 56 172 $14 514 372
1985 — 3
Bank borrowings $14 9x $22 11 172

{a) Banok borrowings are cooprised of short-term borrowings from foreign and

donestic banks.
(b) Calculated by relating appropriate intereet expense to monthly aggregate bank .
borrowings.

-~ v - -
. - - . ) .
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Disugreements on Accounting and Firancial Disciosure
Trere has beer no change of accountants cT reported dissgreemezt on
any matter of accounting principles or procefzres cr fizgaclal stazement
disclosure in 1985. N
PART III
Directors and Exezutive Officers of the Registrant

This icformaticn 18 ipcorporated herein 'y referszce to pages 4 to 8
of the 1986 Proxy Statement. Also se2 Item la.

¥anagement Rexuneration

This isformation 1s incorporated herein by referemce to pages 10 to
16 of the 1986 Proxy Statament.

Security Ownership of Certsin Beceficial Owrars and Masagement

This information is incorpcrated hereiz by referecce to pages 1 and
2 and page 9 of the 1986 Proxy Statement.

rertair Pelationships and Related Transactioes

This informatican s inccrporated hereiz by reference to pages 4 and
14 of the 1986 Proxy Statement.

PART IV
Exhibits, Financial Statement Schedules acd ieports oc Form B-K
{2) List of documenzs filed as part of this repor:s.
(1) Fipancial statecents and financial statement schedules.
(a) The Consclideted Pinancial Statements of Celanese snd the

Independect Certified Public Accountarcts' Report of Peat,
Marwick, ¥itrholl & Co. are set forth a: Item 8.

(b) The following addirional finx=cial information is filed as

part of this 10-X and should 3e read in conjunctioa with the

consclidated ficancia) statemsmts. Schedtles not included

with this additiomal financizi informatioe have beec omitted
either tecause they sre not axplicable or because the required

information is shown in the Hnancial szatements or notes
thereto.

.
..




Schedule

Incdependent Certified Public
Accountants' Report

Anounts receivable on notes
from directors, officers and
employees....iiiiiinenanaanaa.

Consolidated propertyv, piant
amd eGUIiPmeDl. v, virercnnnonceas

Consolidated accumulated
derreciation of prosagfy, plant
and equipment.......ccveeennans

Conscliidated short-term
DOrTOWINgS . vivirinuncrancnnnns

(2) Exhibirs
Composite Certificate of Incorporation of Celanese as amended to
May 12, 1981 (filed as an E-=hipit to the Celanese Quarterly Report
on Form 10-Q for the irterim period =nded June 30, 1981, and incor-
porated herein by refezecace).

By-laws of Celanese as amended to May 30, 1984 (filed as an Exkibit to the
Ceianese Quarterly Report on Forz 10-Q for the interiz period ezded June 30,
1684, and incorporated herein by reference).

Form of Iudenture between Celanese and Trusrtee relating to the 42
Convertible Sutordinated Debentures due 1990, including the form of the
Debentures (filed zs zn EIxhibir %o Form S-1 Registraticn Statement No.
2-231i79 filed February 17, 1965, and Amendments ! and 2 thereto and
incorporated herein by reference).

Form of Inderture between Celanese and Trustee relating to the 11 7/6%
Sinking Fund Debentures, due 2005, diacluding in Section 2.0l and 2.02
thereof, the form of the Debentures (filed as 2n BExhibiz to Fom S$-16
Registration Statemert No. 2-68454 filed July 21, 1930, and Amendment No.
1 thereto and incorporated herein by refereace).

form of Inderture between Celanese and Trustee relating to the 9 3/41
Convertible Subordinated Debentures due 2006, including in Seczion 2.02
thereof, the forx of the Debentures (filzd as an Exhibit to Form S-16
Registration Statemezt No. 2-71119 filed March 4, 1981, and Amendzent No.
1 thereto and incorporated herein by reference).

Celanese agrees to furnish to the Coemxission upon Trequest a copy of any
other instrument with respect to long-term debt of Celanese and any
subsidiary for <hich consolidated or unconsolidated financial statements
are required to be filed and as to which the amount of securities
authorized thereunder does not exceed 101 of the total assets of Celanese
and its subsidiaries on a consolidated busis.

-72 -




10.! Employmen: Agreement between Celanese and John D. Macomber dated Juse |, e
1973 (ffied ac an Exnibit tn the (elanese Aooual Repcrt om Fora 10-K for
thke fiscal vear euded Deceaber 31, 1984, and inccrporated herein Ly
)

i
reference.

10.2 Exployment Agreements between Celanese and (i) John W. Brocks dated July
25, 1977; and (ii) R.L. Mitchell as amended as of October 28, 1977 (filed
as Ixhibits to the Celanese Annual Repert on Ferm 10-X for the flscal year
ended December 31, 1977, and incorporated hereic by reference).

10.3 Amendoent as of November 1, 1977 t» Employment Agreement previously filed
berween Celanese and John D. Macomber (f{iled as an txhibi{t to the Celanese
Anpual Report on Form lU-K for the f1iscal year eaded Decesber 3!, 1977, and
incorporated herein by referencs).

10.4 Amenduents to Ezmployment Agreements previously filed between Celauese anc
({) Jokn W. Brooks as of Decemker i, 1978; (i1} Joha D. Macomber as of
Oczober 1!, 1978; and (1i1) R.L. Miichell &s of December !, 1978 (filed as
ixhibits to the Celanese Arnnual Report on Form 10-K for the figcal year
ended December 31, 1978, and Incorporated herein by reference). .

10.5 Amendwent as of January 1, 1981 to Employmen: Agrzement previously filed
between Celanese and John D. Mpcomber {filed as an Zxhibit to the Celanese
Annual Repor: on Form 10-K for the fiscal year emacod December 21, 1980, and
incorporsted herein by referencs).

10.6 Amendments to Erployment Azreemerts previcusly filed between Celanese and
(4) John D. Macomber as of July 15, October 28 and November 25, 1981;- and
(i1) R... Mitchell as of Scrtobar 28, 1981 (filed 2s Exhibits to the Celanese
Annual Redort on Form 10-K for the fiscal year ended December 31, 1981, a2ad
incorpora:ed herein by reference).

boa
(o]
~4

Exploymen: Agreement as of October 28, 1981, batweer Celanese and C.R.
Tully {filed as an Exhibit o the Celanese irnual Repor? orn Forz 10-L for

Ve

the fiscal year ended December 31, 1981, sad incorporated herein by reference).

10.8 Amendmepnt ss cf August 15, 1982 to Exployment Agreement previously filed
betweer Celanese and John W. Brooks (filed as an Exhibit to the Calanese _—
Aonual Report on Porm 10-K for the fiscal year ended December 31, 1982, and B
incorporated herein by reference). . 3

txployment Agreement cdated Dczember 1, 2985 between Celanese and 2ichard
4. Clarke.

—
(o]
0

10.10 Ioploymint Agreement deted December 1, 1985 between Celanes: and Zruest
E. Drew.

10.11 Amendmeuts to Employment Agrecments previously filed between Celanese T2
ard {1) John D. Macomber as of May 27, 1985; (ii; R.L. Mitchell as of L
¥ovenber 27, 1985; and (1ii) C.R. Tully as of November 27, 1985,




Celanese 1974 Stock Option Avari Plan, as amended, as of January 27, 1982
(filed as an Exnibit to Posi-Effective Amendment No. 11 to Forz S-3
Registration Statemeat No. 2-33082 filed April 30, 1982, and {zrcrporated
herein by referencs).

Calanese 1580 Stock Option and Long-Terz= Award Plan, as amended, as of
Febrvary 1, 1985 filed as am Exhibir zo :the Celanese Anaual Zepor:
on Form 10-K for the [iscal year ended December 31, 1384, and
incorporated herein by reference).

Celanese 1385 Stock Option and long-Terz Avard Plao.

The Executive Pension Plan of Celanese, as ameaded, as of Jamuary 1,
1986.

Celanese Supplemerctzl Pensica Plan teo Ketirement Income Pension Plan
(filed &s an Exhibit to the Celarcs2 Annuzl Report on Ferm 10-X for the
fiscal year ended December 31, 1977, and incorporated herein br
reference).

Grantor Trus: Agreemeat, betueen Celanese and Bankers Trust (omzany.
dated Decedber 27, 1985, for rayzent of benefits under the Execztive
Pension Plan.

The Celanese Executive Madical Plaa, effective January 1, 1984 (filed
as an Exhibit to the Celanese Annuzl Repsrt on Form 10-K for :tle fiscal
year ezded December 31, 1584, and iacorporzied herein by referszce.)

v 0fficers under the Celazsse Life
Izsurance Plar, as of Jzmuary 1,
anese Annual Repcr: on Form 10-K for
561, and incorporated hLereix by -

2ider covering additional coverage £
and Acczidental Death and Dismemberze
1981 (filad as an Exhibit tc the Cel
the fiscal year ended December 31, 1
reference),

A description of the Calapese Executive Eczeowner, Automobile #3d Excess
Liability Insurance Program, 2s of Jenuvary 1, 1985 (filed as zm Exkibit
tc the Celanese Arnnual Report on Form 10-X for the fiscal year ended
December 31, 1984, and incerporated herein by refersnce.)

A description of the Celanese Tax Return Preparaticn and Tax Coamseling
Program for selected key executives (filed as an Exhibit to Forx §-15
Rezglstration Statement No. 2~70320 filed December i%, 1980, a=d
incorporated herein by reference).

A description of Executive Dining Room privileges for selected key -
executives (filed as an Exhibit to the Celacese Anncal Report on Fora

10-K For the £fiscal year ended December 31, 1982, and incorporated

hereia by reference),

A description of the Cardio-Fitness Prograr {or selected key executives, L
as of January 1, 1984 (filed as an Exaibit to the Celanese A=mal . -
Report on Form 10~K for the fisczl year ended December 31, 1983, and
incorporated herein by reference).




10.24 A description of tne Financial Counseling Program for seiected key
executives, as of April 6, 1984 (filed as ap EIxnibit to the Celanese
Annual Repcrt on Form 10-K for the fiscal year ecded Pecember 31, 1984, T
nd incorporated herein by reference).

10.23 Reference is made to page 14 of the Celanese 1986 Proxy Statement for a
descriptior of the stock opticn loan program for directors, officers and
other key employees. (Incorporated hereim by reference is "he secticn
entirled "Loans Relating to Options" on page 14 of tha Celarese 1986
Proxy Statement.)

10.26 Reference is made to page 3 of the Celanese 1986 Proxy S:atement for a
descripticn of the deferred compensation plan and the pension plan
applizatle only zo non-empioyee directors. (Inczovporated herein by
reference is the section entitled “Director Cowpensaticn” on page 3 of
the 1986 Ceianese ITuxy Stalement).

22.1 Subsidiaries

Name where Incorporated
Celanzse Chemical Company, Inc. Texzs
Celanese International Holding Company Pelavare
Czlanese Mexicana, 3.A. Mexico

FII Tocternational Co., Inc. Delaware

24.1 Consent of Independent Cerzified Fublic Accvuntants.

25.1 Powers ¢f attormey, dated ia February 1986, {or directors and officevs of
Celanese authorizing Rcbert A Leazman te sign this 19-K on their behalf.

25.2 Certified copy of resolution adoptes by :the Board of Directors of
Celanese on January 29, 1986, authorizing officers te sign this 10-K cn
behalf of Celanese pursvan~ to powers of attorney.

(b) Peports om Form «-K

During the quarter vnded December 31, 1985, no reports on Form 8-X
were tiled.




SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act
of 1934, Celanese has duly cauced this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Cclanese Corporation
O-G& Civn
(David A. Jenkios, tary)

Februvary 27, 1986

Purscant to the requiresents of the Securities Exchange Act of 1934, this

report has been signed on Fecruary 27, 1986, by the following persoms on
behalf of the registrant and in the capacities indicated.

Signature Title

Principal Execuctive Officer:
John D. Macpmber* Director, Chairman, President
and Chief Executive Offjcer

Principal 71 Officer:
C. Robert Tully Dirertor, Vice President and

) 7/4 5 ‘/: Chief Financial Officer
Principal Accounting Officer:

Arthur A. Cooksey Vice President and Controller

Directors:
Robert Arderson* Director
B.A. Bridgewater, Jr.* Director
John W. Brooks* Director
Ida Larkin Clement* Director

E£leanor T. Elliore* Director

.

e e Y Aeneey |y e



frederic C. Fanilton* Director
Vernon E. Jordan, Jr.* Directc-
Boward C. Kauifmann* Dircecror
Paul L. Miller* Direc-or
2obert L. Mitchell* Director and Vice Chairman

J. Paul Stiche®* Director

*Robert A. Longman, by signing liis name hereto, does sign this document on
tehelf of each of the persons indicated above pursmant to powers of attormey
duly executed by such persons, filed with the Securitics and Exchange Commission.

(Roberz A. Lcng:an Attorney-

LYo T T 1Y
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EXRIBITS TO 1985 ANNUAL REPORT ON FORM 10-K

Attached exhibits are as followvs:

10.3

16.10

10.11

10.14

10.15

10.17

24.1

25.1

25.2

Employment agreement dated December 1, 1985 betrween Celanese z=¢
Richard M. Clarke.

Employment agreement dated December 1, 1985 between Celanecse az=d
Ernest E. Drew.

Amerndments to Employment Agreements previously filed berween
Celanese and (1) John D. Macomber as of May 27, 1985; (ii)

R. L. Mitchell as of November 27, 1985; and (11i) C. R. Tully
as of November 27, 1985.

Celanese 1985 Stock Option and Long~Term Award Plan.

The Executive Pension Plan of Celanese, as amended, as of
January 1, 1986.

Grantor Trust Agreement, between Celanese and Bankers Trust Comany,
dated December 27, 1985, for payment of benefirs under the
Executive Pension Plan.

Consent of Independent Certified Public iccountants.

Powers of attormey, da2ted in February 1986, for Z4!rectors and
officers of Celanese a2uthorizing Robert A. Lougman tu sign
this 10-K on their behalf.

Certified copy of resolution adopted by the Board of Directors of
Celacese on January 29, 1986, autnorizing officers to sign this 1C-K
on behalf of Celanese pursuant ts powers of attormey.
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