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BUSINESS DESCRIPTION

Cyanamid is a research-
based, multinational com-
pany. Our mission is to
discover, develop, manufac-
ture and market products
that improve health care,
raise nutritional standards,
maximize industrial pro-
duction and profitability,
and enhance personal care
and lifestyle...and because
these are universal human
needs and desires, we
operate in every corner of
the globe. .

On the cover:

This computer graphic
illustrates Novantrone
mitoxantrone, a new anti-
cancer drug discovered by
scientists at Lederle
Laboratories, interacting
with DNA. Novantrone
appears in blue; DNA 'is
yellow; and the dots out-

* line the molecular surface

of DNA.
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TO OUR STOCKHOLDERS:

e are pleased to report that 1983 was a year of real progress for
Cyanamid as we began to reap the fruits of the strategies put into effect
" over the past several years. Most important has been our determination
to restructure and strengthen our research and development effort to
build the new product base of the future. Over the past five years, we have almost
doubled our expenditures for research and development. In 1983, these expendi-
tures were increased by 13% to $215 million as compared with 1982.

Not only is this effort beginning to yield major, new medical and agricultural prod-
ucts for the near term, but it has produced important new technological approaches
for future development. Some of our key projects are described in a special section
following this letter.

Of immediate significance, we have received our first international registration for
our new anti-cancer agent, Novantrone mitoxantrone. We also will begin clinical inves-
tigation of a new orally-active, third-generation cephalosporin antibiotic licensed from
Fujisawa Pharmaceutical Company Ltd. of Osaka, Japan. The product is the only
third-generation, orally-active cephalosporin in an advanced stage of development.

In 1983, we successfully introduced two new animal industry products for cattle,
Tramisol gel dewormer and Guardian insecticide ear tags. We also are pleased with
the progress we are making in bringing our totally new class of herbicides to market.
The first of these products is called Arsenal industrial herbicide. It provides broad-
spectrum control of vegetation and will be marketed in the United States and in
several other countries in 1984. In addition, we plan to introduce in several foreign
markets in 1984 a new agent, Cygro, to prevent coccidiosis in poultry. It is more
effective than products now in general use.

Because of our emphasis on high technology specialty products, which generally
require less fixed capital per dollar of sales than commodities, we have become less
dependent upon capital construction for our growth. In 1983, capital investment was
$165 million, about 4% lower than 1982.

A second major strategy was to divest ourselves of product lines which were either
unprofitable or promised little profitable growth in the future. This has proved to be
extremely helpful in raising the profit margin of our Chenticals Group.

Finally, we established an organized program of cost reduction which increased in
very real terms our manufacturing efficiency and productivity.




The cumulative result of these efforts was a substantial increase in earnings in 1983.
Most significantly, we did it with very little help from the turnaround in the U.S.
economy. Increased housing construction resulted in higher sales of our Formica brand
Jaminates in the United States, and there was some improvement in sales of chemicals
and consumer products. But the recovery had no significant effect on our other
businesses. In fact, the limited effect of positive economic developments was more than
offset by the impact of low U.S. agricultural production and the increasing economic
problems in Latin America.

Much of the improvement in the company's performance is a direct result of the
efforts of our employees, whose better understanding of the objectives of our various
business units and divisions contributed greatly to our performance. This better
understanding is the result of more effective communications throughout the company
and an improved management development program.

Thus, while sales in 1983 increased by about 2% to $3.54 billion, net earnings rose
26% to $166.4 million, or from $2.74 per share to $3.41 per share.

Based largely on the continued success of our new broad-spectrum antibiotic,
Pipracil piperacillin, our Centrum multivitamins, Minocin minocycline, our anti-cancer
agents, and Davis & Geck wound closure products, operating earnings of the
Medical Group increased substantially over 1982 on a satisfactory increase in sales.

The Chemicals Group, benefiting strongly from our program of reducing costs and
eliminating product lines with little or no profit, achieved a dramatic increase in
operating earnings while recording only slightly higher sales than the year before.
The sales comparison with 1982 was impacted by a net reduction of $45 million
attributable to discontinued products.

The Consumer Products Group, aided by the excellent performance of Lady’s
Choice anti-perspirant, which was introduced in the United States in 1982, and by
higher U.S. sales of Miss Breck hair spray and Pine-Sol liquid cleaner, achieved signifi-
cantly higher earnings in 1983. Worldwide sales of consumer products were only
slightly higher than in 1982 because of severe economic problems in Latin America.

The Formica Brand Products Group achieved major sales gains in the United
States, but was unable to overcome the serious problems in Latin America. As a
result, worldwide sales and operating earnings were lower in 1983 than in 1982.

The company’s major problem in 1983 was in the U.S. agricultural area. Large crop
surpluses in the United States, combined with the Payment-In-Kind (PIK) program
of the Federal Government that drastically reduced crop plantings, lowered sales
of crop protection chemicals in the first half of the year. In addition, worldwide over-
capacity of fertilizers led to lower prices and reduced profits. The net effect was lower
operating earnings by the Agricultural Group as compared with 1982, although
sales were somewhat higher.

The PIK program and the drought that struck the U.S. farm belt in mid-summer
reduced crop surpluses dramatically and improved crop prices. As a result, farmer
optimism for the 1984 season has improved significantly. Plans for heavy planting in
the 1984 season produced an improving trend for our crop protection chemicals
during the fourth quarter of 1983. )

There were several important management changes in 1983. Clifford D. Siverd,
who had served as president and chief executive officer and then as chairman and
chief executive officer from 1967 through 1975, retired from the Board of Directors. We
wish to express our appreciation for his 48 years of dedicated service to the company.

With the anticipated retirement in 1984 of current Chairman James G. Affleck, who -
will, however, stand for reelection to the Board, there was a major realignment of the
top management of the company. Frank V. AtLee, former president of Cyanamid’s .
Europe/Mideast/Africa Division; Jack L. Bowman, former president of Lederle
Laboratories; and Albert ]. Costello, former group vice president for Agricultural
Products, were appointed executive vice presidents and members of a newly-
constituted executive committee. ,

In February, 1984, Allan R. Dragone, vice chairman of the board of Burlington
Industries, Inc., was elected to Cyanamid’s Board of Directors.

We are pleased with our progress in 1983 and believe it represents the beginning of
a period of long-term growth. Most important, we are proud of the successful efforts
of all our employees.

For the Board of Directors

George . Sella, Jr.

James G. Affleck
. President and Chief Executive Officer

Chaitman

February 7, 1984
Wayne, New Jersey




CANCER CHEMOTHERAPY

RESEARCH AND TECHNOLOGY

 uccessful research which allows us to bring to
market distinctive and patented new products is
the only way we have to absolutely assure a
competitive advantage... We need to concentrate
on new approaches to solve important problems...Our
research activity must be more pioneering in character,
and that requires bravery, a high level of aspiration

and an overriding sense of urgency.

James G. Affleck
Address to Cyanamid Fall Technical Conference October 25, 1972

In speaking to Cyanamid’s research managers almost
12 years ago, then-President James G. Affleck recom-
mitted the company to growth through technology.
Since then, the company has spent approximately
$1.3 billion on research and development, organized
a research division separate from operations in each of
Cyanamid’s five businesses, and within each research
division, created a strong discovery effort composed
of scientists who are leaders in their fields. In 1983,
a separate research division was created for Davis &
Geck to intensify new product development in that
area. To stimulate innovation and reward excellence,
the company also created the Cyanamid Scientific
Achievement Awards in 1977, which are presented
annually to our top scientists, and in 1981, a four-
step research fellows program to recognize Cyanamid
scientists who demonstrate exceptional performance.
Commitment, human and financial resources, or-
ganization, recognition—all are necessary to meet the
challenge of fueling corporate growth through technol-
ogy that addresses basic human and industrial needs.

'hen you visit a manufacturing plant, you
are struck by the size and scope of the
operation, the complexity of its mechan-
ical wonders, its capacity to produce,

Cyanamid’s Board of Directors
at Lederle’s toxicology labora-
tory. (From left to right) Top
photo: Dr. A, M. Schmidt, G. L.
Schultz and W. A. Liffers. Middle:
M. Tanenbaum, L. N. Cutler,

8. J. Sella, Jr. and W. L. Wearly. unerringly, huge volumes of product.
. Aftiook and L. B, Kotsonbach. But take a tour Qn. a mem.;nr M.&uoﬂmno.g and you are
Not present; A. R. Dragone struck by your inability to identify readily an end

product. There are rooms full of computers spewing
out billions of pieces of data; others that house
machines that measure something, analyze it, or let




CENTRAL NERVOUS SYSTEM

you see what your eye cannot; and still more with
erector-set arrangements of glassware, tubing and
molecular models.

nlike the manufacturing facility, it is hard to
see what is happening in a laboratory.
There, the end product is not a product, but
an idea, a theory, a possible solution to a
mystery. Research is a time machine, propelling you
forward to what might be. .

Manufacturing, marketing, sales, planning, technical
service and a host of other functions all contribute
greatly to the success of the corporation. But the meas-
ure of their ability to contribute ultimately rests in
research and development with the discovery of a new
product that delivers an appreciable advantage to
the end user.

It is a difficult, frustrating, painstaking process in
any company, but because Cyanamid competes in
businesses based on the life sciences and chemistry,
research is especially challenging. All of the easy
questions have been answered.

Qur scientists, individually and in collaboration
with their peers at leading academic institutions, are
pursuing radically different routes to new technology.

We have multifaceted programs in medical reseatrch”
designed to discover and develop new pharmacetitiz *
cals to treat major diseases and deficienciés— cancer,
heart and circulatory disorders, central nervous sys-
tem dysfunction, arthritis, aging and immunological
disability.

Building on our experience in the discovery and de-
velopment of standard chemotherapy for cancer, we
are searching for new agents that will improve the
effectiveness and range of treatment as well as the
delivery of the treatment to the affected site, reduce
the incidence of side effects and enhance the ability
of the body’s immune system to fight the disease.

Novantrone mitoxantrone (see page 20) represents
the leading edge of a new erain cancer chemotherapy,

" according to clinical investigators, because the drug
- has shown both significant activity against the dis-

ease and an improved quality of life for patients dur-
mng treatment.

Lederle scientists also are working with agents that
help the body’s own immune system fight off disease
by, among other mechanisms, increasing the output
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of the body’s own reserves of interferon and inter-
leukin. Because these immunostimulants have made
the immune system in animals react more vigorously,
they may be valuable in the treatment of human
cancer and viral diseases.

Lederle’s third apptoach to cancer treatment
involves the use of hybridomas—totally new structures
fabricated in the laboratory by fusing an antibody-
producing cell and a cancer cell. These hybridomas
produce monoclonal antibodies that can home in
directly on cancer cells anywhere in the body and then
destroy them with the attached chemotherapeutant,
with minimal harm to normal, healthy cells. In 1983,
Cyanamid entered research agreements with two
biotechnology companies, Cytogen Corporation and
Hybritech, Inc., to develop this new concept.

With other biotechnology experts, we are working
with recombinant DNA to produce a herpes vaccine.
Qur approach is to use a gene from the virus to
produce virus-free material, which would eliminate
any risk of contracting the disease or a malignancy
from the vaccine.

entral nervous system research at Lederle

involves two major areas: memory deficits

and anxiety. Our scientists are leading the

way in designing drugs that selectively act
on the specific brain receptors which control anxiety,
but not those which affect sedation and muscle coor-
dination. This work should lead to the development
of agents which treat the anxiety without causing
undesirable side effects.

Lederle also is a leader in geriatric research, par-
ticularly in the causes of memory deficits in aging and
Alzheimer’s disease. Based on studies with a unique
colony of aged monkeys, our scientists are designing
compounds to interact with brain membrarie struc-
tures related to cholinergic function. They are espe-
cially interested in the nerve fibers which free
acetylcholine, a neurotransmitter. Using special bio-
chemical tests, they are searching for drugs which
interact with specific receptors and which also cause
dynamic changes in membrane fluidity and in the

" turnover of phospholipid, the major form of lipid

{fatty substances) in all cell membranes.
In addition to their work with the transdermally
active vasodilator (see page 21), our scientists are

m GERIATRICS




PLANT GROWTH REGULANTS

pursuing other research on heart and circulatory dis-
orders. They are studying renin, an enzyme in the
blood and vascular tissues which is an extremely
potent hypertensive agent. By its vasopressor action,
it raises blood pressure and diminishes fluid excretion
in the kidney by restricting blood flow. Our chemists
and cardiovascular biologists are working to synthe-
size specific inhibitors of renin. .

Our Davis & Geck scientists are developing a wide
variety of new products for our expanding surgical
specialties business. In 1983, Cyanamid and Interna-
tional Paper Company announced the development
of Topstat absorbable hemostat, a patented sponge-like
material derived from potato amylose, which is used
to check bleeding of internal organs during surgery.

Other products in various stages of development
and testing include new skin staplers, a bowel anasto-
mosis ring, an urethral sphincter valve, and vascular
grafts and orthopedic devices based on oriented
collagen technology developed by Battelle Institute.
In addition, our scientists are actively investigating
new product opportunities in cardiovascular surgery.

Based on these research programs and others under-
way at Lederle and Davis & Geck, we are confident
that our scientists are on the leading edge of new
technology which will yield an exceptional era of
growth for our medical business in the balance of
this century. :

cientists at our Agricultural Research Divi-
sion also are pursuing exciting new routes
to the development of plant chemicals
and animal products.

In plant growth regulants and crop protection
chemicals, we are conducting basic studies to better
understand factors which control and regulate plant
growth and to find new active compounds. The most
potent and selective membets of a new series are
identified with the help of QSAR, quantitative struc-
tural activity relationships.

In collaboration with Molecular Genetics, Inc., we
also are using cell biology to develop superior lines
and varieties of corn and other cereals that would have
tolerance to our new imidazolinone herbicides (see
page 24). This research also may allow us to tailor
crops to our plant growth regulants, In effect, our
scientists are bringing breeding into the lab to remove

1
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HORMONES

the randomness of a crop’s reaction to external influ-
ences so that we can develop plants that will allow
chemicals to modify them in a positive way.

|
|

n cooperation with scientists from leading institu-

tions, we also are exploring insect neurochemistry

and neurophysiology to develop pest-specific

insecticides that are harmless to the environment,
beneficial insects, birds, fish and mammals. In another
approach to new insecticides, our scientists are inves-
tigating ways of blocking the detoxification systems
of insects without adversely affecting mammals,
thereby increasing the safety and efficacy of existing
or new insecticides.

In the animal area, Cyanamid research is involved
in two broad areas: nutrition/physiology and chemo-
therapy/immunology. .

A primary goal in the first area is to improve the rate
and efficiency of growth of various animal species
through the development of partitioning agents, which
improve carcass quality, and naturally-occurring hor-
mones and hormone-releasing factors, which regulate
animal growth. The first hormonal product from this
effort is a bovine growth hormone which is in full
development for lactating dairy cows.

In the animal nutrition area, we are investigating
chemicals to improve the digestability of forages, as
well as agents to provide better protein efficiency in
the animal’s rumen.

In the second area of animal research, chemotherapy
and immunology, our scientists ate working with hybri-
doma technology to develop monoclonal antibodies
against antigens on the spore stages of all six species
of Eimeria that cause the debilitating disease, cocci-
diosis, in poultry. Their goal is to develop highly puri-
fied antigens to be administeted to chicks as a vaccine.

In a joint program with their colleagues in Lederle
research, our agricultural scientists are searching for
new products from soil microotganisms. Qur new,
highly potent anticoccidial for poultry, Cygro, was
discovered in this program (see page 24).

Based on the scope and quality of our research
programs, we believe our agricultural business is
well-positioned for excellent growth based on high-
technology solutions to food production problems.

Traditionally, most of the research in support of our
chemicals, consumer and Formica brand products

a4




ENGINEERED MATERIALS nE ‘ ;

businesses has been market driven. However, in re- f
cent years, we have redefined our emphasis in chem- w
icals research to strengthen our discovery efforts

in pursuit of totally new product lines and of unique
proprietary products,

To expand Cyanamid’s strong position in engi-
neered materials, our goal is to develop primary
structural composites and high-temperature materials
and adhesives and to apply our aerospace technology
base to industrial markets. :

We are developing new products to serve emetging
growth opportunities in the aerospace industry -
through the functionalization of carbon fibers, includ-
ing sorptivity, surface bonding and conductivity, In
1983, Cyanamid entered a joint effort with Celanese
Corporation to develop Cyanamid precursors for
carbon fiber products based on our patented melt-
assisted technology that is capable of producing both
conventional and advanced fibers with a broad spec-
trum of shapes and mechanical properties. Cyanamid's
carbon fiber precursor complements our work in
another emerging technology —metal-coated fibers. .

" With these efforts and others (see page 27), we .
believe our chemicals research has been restructured
to provide the new products and new business: -
oppottunities appropriate to the strategic growth
of Cyanamid’s chemicals business.

n consumer products research, our scientists are
working on both short-term development needs
(see page 29), as well as longer-term efforts, in-
cluding the mechanisms of odor and perspiration,
to develop a new generation of superior anti- :
perspitants and deodorants; skin-care products that f
provide a youthful appearance by retarding the skin
changes that come with age and that improve supple-
ness and moisture content; and chemical products 4
that appear to have a broad range of consumer and :
industrial applications, including the removal of grease i1
and dirt films from hard surfaces. :

Formica brand product research is focused on resin
chemistry and process technology; new continuous 3
process developments for manufacture of laminates,
laminate components and related materials; and on
the development of high pressure laminate products
with unique combinations of design and perform-
ance (see page 31).

17
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rom tesearch to marketing, the Med-
ical Group had an excellent year in
1983. Worldwide sales increased,
with our new broad-spectrum anti-
biotic, Pipracil piperacillin, leading the way.
Operating earnings, reflecting a more up-to-
date product mix, were sharply higher than
in 1982.

Pipracil, which was launched in the United
States early in 1982, was introduced in sev-
eral major European markets in 1983 under
the Pipril and other trademarks and quickly
gained widespread acceptance among
physicians.

Continued clinical investigations with piper
acillin also are increasing its role as a valu-
able prophylactic and thetapeutic agent in

a wide variety of medical and surgical special-
ties, including gastrointestinal, biliary tract
and genitourinaty surgery, and obstetric and
gynecological procedures.

Sales of Minocin minocycline also increased
in the United States and Europe as the anti-
biotic gained new prominence in the treat-
ment of acne and nongonococcal urethritis
(NGU), a sexually-transmitted disease.

Starting several years ago with Stresstabs
multivitamins, our Lederle Laboratories
Division began building a strong base for
the company in the over-the-counter adult
multivitamin market in the United States.
Stresstabs was followed by Centrum, which
is positioned as the “most complete” multi-
vitamin available, and Centrum, Jr., a multi-
vitamin for children.

Centrum, which has recorded dynamic sales
growth, became the best-selling U.S. adult
multivitamin in 1983. Lederle also has intro-
duced two new nutritional supplements.
Spartus, a special vitamin formulation for
persons involved in physical fitness, was
launched in mid-1983. Early in 1984, Lederle
introduced Caltrate, a high-potency calcium
supplement especially formulated for women,
who, according to U.S. government studies,

are prone to calcium deficiency.

As a result of this continuing effort, Lederle
became the leader in the adult multivitamin
market in the United States in 1983 and
achieved major inroads into international
markets.

Global sales of Davis & Geck surgical sutures,
mechanical wound closure and mechanical
device products increased in 1983.

Cyanamid broadened its line of Davis &
Geck operating room products with the in-
troduction of Softgut surgical chromic sutures
and the Multiclip disposable ligating clip
device. Compared to conventional gut
sutures, Softgut has enhanced handling char-
acteristics, maintains its flexibility longer,
does not fray as easily and has comparable
tensile strength. Its unique dry packaging
provides safer handling in the operating
room. Multiclip is a semi-automatic sterile
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instrument which is used to seal off blood
vessels at the incision site. It is designed to
be operated with one hand, dispenses mul-
tiple clips and features a slender probe which
easily reaches into deep, narrow locations.

In addition, two new products are nearing
market introduction —Maxon synthetic
absorbable monofilament suture and Novafil,
a synthetic nonabsorbable monofilament
suture. Both are easier to handle than simi-
lar products on the market, and Maxon also
has improved strength characteristics.

We also have applied to the U.S. FDA for
approval of a new topical hemostat called
Topstat, It has better hemostatic and han-
dling properties than other topical hemostats
now in use.

To help ensure continued expansion of our
surgical suture, mechanical wound closure
and mechanical device product lines, sep-
arate research and operating divisions were

created for Davis & Geck in 1983.

Strong progress also was made in pharma-
ceutical research and development in 1983,
We have received from the government of
Canada our first international registration
approval for Novantrone mitoxantrone for
the treatment of breast cancer, and we
launched the product there in February,
1984. Novantrone also is active in the treat-
ment of acute leukemias and in lymphomas
and does not cause the serious side effects
of most other cytotoxic drugs. A New Drug
Application will be filed with the U.S. FDA
in the spring of 1984,

Clinical trials are continuing with another
new anti-cancer agent, bisantrene, which
also was discovered by Cyanamid scientists.
Although bisantrene is about 18 months
behind Novantrone in the development
process, it is showing excellent results against
advanced breast cancer. The drug, which
also may be effective against other types of
tumors, has a favorable side-effect profile.

We are awaiting U.S. FDA approval of
Cinopal fenbufen, our non-steroidal anti-in-
flammatory agent for the treatment of arthritis.

In 1983, we licensed an orally-active, third-
generation cephalosporin antibiotic from
Fujisawa Pharmaceutical Company Ltd. of
Japan. It has shown definite activity against
ceitain gram negative bacteria and has excel-
lent beta lactamase stability. This cephalo-
sporin is effective in the treatment of respira-
tory tract and urinary infections and also is
expected to find broad use in the oral pedi-
atric market. It'is in clinical trials in Japan,
and an Investigational New Drug Application
was filed in the United States in 1983.

Cyanamid also purchased an equity interest
in Cytogen Corporation and signed a research
agreement with that company to develop a
new cancer drug delivery system. Cytogen,
a biotechnology company, has developed
novel proprietary technology using mono-
clonal antibodies as carriers of chemothera-
peutic agents to cancer cells. We believe that
this technology will increase the effective-
ness of cancer drugs while simultaneously
reducing the side effects usually associated
with conventional cancer therapy.

The company also entered into a joint re-
search agreement with Hybritech Inc., which
is a leader in the development of medical
products incorporating monoclonal anti-
bodies. Another agreement, with Technical
Development and Investments EST, a Swiss
corporation, gives Cyanamid an exclusive
license in the United States, Canada, Mexico
and several Far Eastern countries for a new
anti-cancer agent, decapeptyl, which appears

" to be useful in the treatment of hormone-

related malignancies.

Clinical trials are underway with our trans:
dermally active vasodilator. It is being tested
in the treatment of hypertension, congestive
heart failure, peripheral vascular disease and
other conditions characterized by impaired
circulation of the blood. We are investigating
possible topical applications of the drug for
wound healing, bedsores and skin grafts.

Clinical work also has begun with another
unique compound, an immunostimulant.
It has modified and enhanced the response
of the immune system in animals, and thus
may be valuable in the treatment of herpes
and other viral infections and of metastatic
disease, such as cancer. Since so little is
known about the effects of altering the
immune system, development of this agent
will require unique clinical research.

In the biological area, we expect to apply for
FDA approval in 1984 for our new Haemo-
philus influenzae, type b vaccine which
protects children against bacterial meningitis.
The disease, which strikes up to 15,000 chil-
dren per year in the United States, is the
leading cause of acquired mental retardation
in children and infants in the country.

Work also is continuing with Molecular
Genetics, Inc. and with a company repre-
senting the University of Pennsylvania on
a vaccine against types I and I Herpes
simplex virus. We also are continuing col-
laboration with Johns Hopkins University
School of Medicine to discover new treat-
ments for allergies and lung disorders.
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Ithough worldwide sales.of the
Agricultural Group rose slightly
in 1983, operating earnings wete
well below those of 1982 because
of lower prices for crop protection chemicals
and fertilizers in the United States.

It was an eventful year for the American
farmer. He started out fearful of huge grain
and cotton surpluses that drove prices down
to their lowest levels in 50 years. At the same
time, the high cost of borrowing severely
limited farm income. In addition, the farmer
faced fierce international competition for
world markets, which, combined with a
strong U.S. dollar, limited exports.

The U.S. government instituted its Payment-
In-Kind (PIK) program early in the year to
remove crop land from production, and
theteby reduce surpluses and boost prices.
Under this program, farmers received title to
stored grain and cotton in return for idling
their lands. Because of PIK and other gov-
ernment farm programs, there was a 15% or
57-million-acre reduction in the planting of
principal crops in the United States in 1983
versus 1982.

A drought which lasted through the growing
season reduced crop yields on the acreage
that was planted. As a result, total corn pro-
duction dropped by 49%, cotton by 35% and
soybeans by 33% from 1982 levels.

Current and futures prices began to increase,
and the farm community benefited from
higher prices with relatively lower production
costs. Farmers are looking forward to 1984
as a year of fence-to-fence crop production
and higher income.

While 1983 provided good news for the
farmer, it was a period of adjusttment for farm
suppliers. Sales of Cyanamid'’s ¢crop protec-
tion chemicals were substantially lower than
during the previous year. Howevet, Prowl
herbicide gained market share in corn, cotton
and soybeans over 1982, and Pay-Off pyre-
throid insecticide increased market share in
cotton. Sales of Counter systemic insecticide-
nematicide were higher than the prior year
because of a strong fourth quarter.

Consumption of fertilizers dropped severely
in the United States, although Cyanamid’s
sales increased in 1983. However, average
selling prices of phosphate rock, diammo-
nium phosphate, ammonia and other nitro-
gen fertilizers were all below 1982 levels.
As the outlook for the U.S. farm economy
improved late in the year, there were some
price increases, but worldwide overcapacity
will continue to have a dampening effect
on the industry.

The fortunes of the U.S. livestock industry,
which is dependent upon the price of corn
for its profitability, were up in the early part
of the year when corn prices were low, but
weakened later in the year when corn prices
strengthened.

Sales of animal nutrition and health products
followed the fortunes of their customers.
They were higher early in the year as low
feed prices encouraged producers to keep
larger herds. Rising feed prices and drought-
parched pastures, however, forced livestock
producers to reduce their herds. Competi-
tion among manufacturers of animal products
intensified and prices fell, particularly for
antibiotic feed additives.
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Cyanamid instituted aggressive sales and mar-
keting programs to defend its leading market
share position and increased its share of mar-
kets for feed antibiotics and dewormers.

In international markets, sales and profits of
crop protection chemicals were lowes, princi-
pally because of the translation effect of
depreciating local currencies against the U.S.
dollar, including the maxidevaluation in
Venezuela, and severe economic problems
in Brazil. ,

Two new products for cattle were introduced
in the United States in 1983 — Tramisol gel
dewormer and Guardian insecticide ear tags.
Tramisol gel captured a major market share,
and Guardian is expected to win a large por-
tion of the cattle ear tag market. In addition,
we introduced Maxforce roach control system
to professional pest control operators. Sales

- of Maxforce, which uses Amdro insecticide
“in a bait-feedingstation, exceeded
expectations.

*-. While1983 was a'yearof adjustment in thes .

agricultural business, it also was a-period of
unusual progress in our plant and animal
research efforts.

Three new herbicides from a totally new
chemical class, the imidazolinones, made
excellent progress in field trials. Arsenal
industrial herbicide, which will be introduced
in the United States and selected overseas
markets in 1984, provides broad-spectrum

* vegetative control. A pre- and post-emergence

systemic hetbicide, it will be used by indus-
trial dpplicators along transportation rights-
of-way, utility powetlines and on other sites.

The second compound from this family,
Scepter, is a selective, pre-plant, pre-and post-
emergence herbicide which controls a broad
spectrum of weeds in soybeans. The third
herbicide provides excellent ¢ontrol of wild
oats and blackgrass in wheat and barley. In
1984, a fourth compound from this family is
scheduled to enter full development. It is a
broad-spectrum, selective herbicide for soy-
beans, forage legumes and other leguminous
crops. Other compounds from the imidazo-
linone family are demonstrating selectivity in
corn and other cereal crops, and together, they
represent a unique opportunity for Cyanamid
to achieve a leadership position in the
$5-billion global herbicide market.

Field trials'with another new.class of com-
pounds also made good progress in 1983. They
are plant growth regulants which improve the
yield and size of potatoes and other crops.

To fuel the growth of our animal nutrition
and health product line, we are continuing
research in a number of areas. Currently, our
partitioning agent, which increases growth,
feed efficiency and the ratio of lean meat to fat,
is in full development in poultry. This revo-
lutionary product will increase the amount
of protein produced per animal at lower cost.

Cygro, a new and more potent agent to protect
poultry from the severely debilitating disease,
coccidiosis, is in the final stages of develop-
ment. We plan to introduce it in selected
foreign markets in 1984 and possibly in the
United States in 1986.

In 1983, a global effort was initiated to iden-
tify products discovered by others which
would fit our marketing strengths. Three new
animal health products already have been
licensed and should be ready for marketing
in 1984 and 1985.

CHEMICALS
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he Chemicals Group benefited

marginally from the 1983 economic

recovery in the United States. With

many chemical plants operating
well below capacity, there was strong compe-
tition and continued price erosion even as
industrial production increased. In addition,
several major industries served by the
Group, particularly those related to energy,
aerospace and mining, lagged behind the
general upturn.

Another important factor in the year-to-year
comparison of sales was a net reduction of $45
million in sales attributable to product lines
that were eliminated in a program designed
to improve profitability and allow better
focus on growth businesses. Thus, worldwide
sales of the Chemicals Group in 1983 were
only slightly above those of the previous year.

Operating earnings, however, were signifi-

cantly higher in 1983 than in 1982, respond-
ing to lower raw material costs, an improved
product mix and an effective program of
cost reductions.

With the automotive, construction and elec.
trical appliance industries leading the UsS,
recovery, sales of resins and adhesives, mold.
ing compounds and plastics additives in-
creased significantly in 1983 over 1982. Also
helped by the upturn were melamine and
titanium dioxide.

| During the year, an agreement was reached
b with the Celanese Corporation on a joint

. development program focusing on unique

b acrylic technology held by Cyanamid which
. provides precursors for carbon fiber products
 “which can be tailored to high performance

f aerospace and industrial applications.

However, many chemical specialties were af-
fected by the relatively slow response to the
economic recovery. As a result, sales of paper
chemicals, engineered materials for the aero-
space industry and mining chemicals de-
clined: Sales of organic flocculants for water
treating also were lower than 1982.

Despite a relatively stagnant economy in
Europe, chemicals sales there were somewhat
higher than in 1982. In addition, we expanded
our marketing otganization for polyacrylate
and polyurethane elastomers in Europe
through an agreement with Akzo Chemie of
the Netherlands. We also signed a letter of
intent to form a 50-50 joint venture with
Dyno Industrier A.S. of Norway to produce
and market crosslinking resins for the Euro-
pean coating industry.

In addition, the worldwide oil glut resulted
in continued curtailment of oil drilling and
reduced refinery activity and, therefore, lower
sales of related chemicals and catalysts. One
bright spot has been a major increase in the
sales of enhanced oil recovery (EOR) chemi-
cals, one of Cyanamid’s growth businesses
based on the company'’s leadership in acryla-
mide polyraer chemistry.

Late in 1983, the company approved con-
struction of a pilot plant to manufacture
pre-commercial quantities of two new di-
isocyanate urethane chemicals developed
by Cyanamid research,

To strengthen our position in this area,
Cyanamid, in 1983, acquired the operating
assets of Custom Oil Recovery Technology
(CORT), which specializes in enhanced oil
recovery technology and services. Cyanamid
also increased its total polyacrylamide manu-
facturing capacity to meet the anticipated
demand for EOR products.

Cyanamid’s share of the U.S. acrylic fiber’
market reached an all-time high in 1983, plac-
ing Creslan fiber in the number two position. -
Much of this success was the result of our
major merchandising programs for fleece-
wear and sockwear.

The new chemicals, aliphatic isocyanates, will
‘be used in the production of polyurethanes
for reaction injection molding of automobile
and other industrial parts. The final products
can be used for automobile front ends,
bumper covers, fenders, spoilers, air dams,
steering Wheels and arm rests.

Other applications include window glazing,
body side molding, decorative panels and
tough, abrasion-resistant, specialty coatings.

Aliphatic isocyanates are an improvement
over cutrently used aromatic isocyanates
because they yield polyurethanes which are
inherently light stable and do not require a
complicated painting process.

The urethane research project is one of several
in support of the chemicals business. Others
involve phosphine chemicals, mining chemi-
cals, plastics additives, water soluble polymers
and textile chemicals. We also are sponsor-
ing research projects that are associated with
our materials businesses--those which
market goods identified by their physical and
structural performance properties. They
include engineered materials, high-carbon
materials, metal-coated graphite fibers,
catalysts and resins.

We also are making good progress in the
development of new chemicals for coatings
which will enable them to be cured at lower
temperatures and in the absence of chemical
solvents.
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CONSUMER PRODUCTS

Worldwide Sales
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n 1983, worldwide operating earnings of
the Consumer Products Group increased
substantially on slightly higher sales,
despite depressed conditions in Latin

E America,

E U.S. sales of all major Shulion toiletries and
E household brands were higher than in 1982
' and market shares increased in fragrances,
. deodorants, anti-perspirants and hair care

1

S Droducts.

E Lady’s Choice anti-perspirant registered ex-

b cellent sales growth in its first full year on the
¢ market, and Old Spice stick deodorant and
solid anti-perspirant increased market share
on good sales gains. This performance was
achieved by all three products despite new
market entries from major competitors,

k Old Spice fragrance had its best sales and mar-
ket share gains of recent years and strength-
ened its number one position in the mass

 fragrance market. Its sales improvement was

"~ due in part to the resurging U.S. economy,
the beginning of a new television advertising
campaign and the introduction of Old Spice
conditioning after-shave.

Olympic gold medal-winning
hurdier Edwin Moses was fea-
tured in a Shulton toiletries and
Pine-Sol liquid cleaner commer-
cial. The Shulton U.S.A. Divi-
sion is a sponsor of the U.S.
Track and Field Team and the
ABC telecast of the 1984
Summer Olympics.

In 1983, declines in the Breck hair cate products
business were reversed. Sales and market
share of Miss Breck aerosol hair spray improved
significantly while Breck shampoo sales also
showed year-to-year increases for the first
time in many years.

America's favorite, Pine-Sol liquid cleaner,
also faced strong competition in 1983, but
maintained its U.S, brand leadership position
and increased sales.

Because of the acquisition of the line of

La Prairie skin care products, our Jacqueline
Cochran subsidiary recorded an overall sales
increase. U.S. sales of prestige fragrances in
1983 were down slightly compared with 1982,
reflecting a flat real growth rate in the market
and continued introduction of new com-
petitive brands. But sales of Cyanamid’s key
fragrance brands experienced excellent
Christmas sell-through, reflecting continued
improvement in the U.S. economy and in-
creased consumer confidence.

Internationally, increased marketing invest-
ment behind Old Spice and Blue Stratos
toiletries achieved good market share perform-
ance for these two flagship brands, particu-
larly in Canada, the United Kingdom and
Germany. These gains, however, were more
than offset by the effects of severe economic
recessions and currency devaluations in Brazil
and Venezuela.

Building for the future, the Consurmer Pro-
ducts Group opened five new product test
markets in 1983 and launched two new fra-
grances internationally, Choc de Cardin in the
UK. and Thais in Australia. In addition,
product improvements for Pine-Sol liquid
cleaner, Old Spice stick deodorant and Lady’s
Choice anti-perspirant were introduced. The
licensing of the Sans Souci skin care product
line for sale in Europe furthers the Group's
thrust into the fast-growing skin care market.




FORMICA BRAND PRODUCTS

983 was a yeat of role reversal in the
Formica Brand Products Group. The
business in the United States, long

; beleaguered by severe recessionary con-
E ditions in the construction industry, reported
 dramatically higher sales and profits with
the recovery of the housing market. However,
sales and profits of Formica brand laminates
¢ in Latin America, which had been experi-

E encing healthy growth, fell sharply as the
.economic recession there worsened in 1983.
E That factor, combined with reduced sales in
¥ Europe, led to lower worldwide results for
 the Group.

t With U.S. prices for Formica brand laminates
. remaining about even during the year, nearly
all of the increase in U.S. operating earnings

E resulted from physical volume and lower
operating costs. In overseas markets, sales in
Latin America declined more than 40% com-
pared to the previous year. Toward the end of
1983, economies in Europe began to recover,
with the UK. and Spain showing the first

" signs of improvement that resulted in in-
creased demand for Formica brand laminates.

While stringent manufacturing cost reduction
continued to be a key strategy for the Group
in 1983, new products and marketing plans
also played an important role in maintaining
the business and building for its future.

Colorcore brand surfacing material, our new
design and performance product with many
unique characteristics, received prestigious

Worldwide Sales % of Total Sales ’ Operating Earnings
($ Millions

431 406 412 372 340 13 12 1 2% 2% 33 16

79 80 ¢ 82 83 79 80 81 82 79 80 81 82

awards from the American Society of Interior
Designers and the Institute of Business
Designers. In 1983, Colorcore surfacing ma-
terial was launched in several key international
markets. In its first full year in the U.S. mar-
ket, it demonstrated excellent sales growth.
The material has been featured in numerous
customer seminars and exhibitions in the
United States and Europe, has been widely
advertised to North American customers and
has received worldwide publicity.

The Group formed a joint venture in Germany,
Homapal Plattenwerk GmbH & Co. KG, to
manufacture a high quality line of specialty
metallic laminates which will be marketed
throughout the world.

Significant effort was made in 1983 to evalu-
ate the potential of new continuous lami-
nating technology based on machinery
developments from Germany. This work is still
in progress. We see its major potential in the
manufacture of thin laminate products for a
variety of furniture and panel-surfacing uses
which are not now serviced by our high pres-
sure decorative laminates. Technical and
market studies have identified several critical
performance requirements and the economic
constraints on such products, and we are
encouraged by recent process development
progress based largely on our own technology.

We introduced into the U.S. market in 1983
a limited line of new laminate products com-
bining a good range of colors and designs
with enhanced sutface static dissipation per-
formance to meet a developing need in the
manufacture and use of electronic computer
equipment. We expect this to be the first

in a continuing flow of new laminate pro-
ducts specifically designed for applications
requiring both high performance and moom
aesthetics.

£
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INANCIAL REVIEW

FOPERATING RESULTS - Cyanamid’s consolidated sales 26% over the $132.1 million of 1982, which were 33% below
£in 1983 were $3.54 billion, up 2% from $3.45 billion in 1982. the $197.1 million in 1981. Net earnings per share in 1983
Sales in 1982 represented a 5% decrease from the $3.65 were $3.41 compared to $2.74 in 1982 and $4.11 in 1981
billion in 1981, Net earnings of $166.4 million in 1983 were

COMMON STOCK AND DIVIDENDS PAID ~Reported comparative high and low market prices on the New York
Stock Exchange Composite Tape and dividends paid per share of common stock by quarter for 1983 and 1982 were:

1983 1982
Market Price Dividend Market Price Dividends
High Low paid High Low paid
$43 $33% $ .4375 $29% $24% $ 4375
50% 4018 4375 30 24% 4375
59 44% 4375 2% 27 4375
58Y4 47% 4375 374 30% 4375
$1.75 $1.75

As of February 17, 1984, the most recerit dividend record date, there were 62,888 holders of the company’s common stock.
See Note 5 to the Consolidated Financial Statements regarding limitations on the payment of dividends.

QUARTERLY RESULTS —Quarterly net sales, gross profits, net earnings and net earnings per share for 1983 and 1982
were as follows:

In millions except per share amounts

Net

Net Gross Net earnings

Quarter sales profit earnings per share
........................................... $ 825.3 $ 324.1 $ 27.2 $ .56
Second ............. 897.4 344.0 42.9 .88
Third ... 889.5 366.8 41.1 .84
Fourth .. 923.3 399.4 55.2 1.13
$3,535.5 $1,434.3 $166.4 $3.41
Net

1982 Net Gross Net earnings

Quarter . sales profit earnings per share
.............................. $ 8455 $ 3257 $ 380 $ .79
Second......... . 901.1 3273 28.1 .58
i . 861.2 333.8 27.1 .56
Fourth 845.9 342.1 38.9 81
$3,453.7 $1,328.9 $132.1 $2.74

See Note 10 to the Consolidated Financial S: i ding unusual charges and credits arising in certain of the 1983 and 1982 quarters.
Gross profit is detived by subtracting manufacturing cost of sales from net sales.
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EARNINGS STATEMENTS

American Cyanamid Company and Subsidiaries

CONSOLIDATED STATEMENTS OF EARNINGS AND EARNINGS EMPLOYED IN THE BUSINESS

Years Ended December 31, 1983, 1982 and 1981

! American Cyanamid Company and Subsidiaries
. CONSOLIDATED BALANCE SHEETS

w December 31, 1983 and 1982

1983 1982 1981 ASSETS 1983 1982
(Thousands of dollars except per share amounts) CURRENT ASSETS (Thousands of dollars)
NET SALES .. .o\\ oo $3,535,514 $3,453,67: Ca5he - e T $ 47,049 $ 69,052
Expenses: e 453,674 93,649,073 Marketable securities and time deposits, at cost
Manufacturing cost of sales .. .................. i, 2,101,203 2,124,754 2,285,312 (approximates market). . ............... ..., e e 287,624 250,726
Selling and advertising ............ .. ... 781,884 743.643 694084 Accounts receivable, less allowance for doubtful accounts of
Research and process development........................... 214,724 189,746  171.797 $22,942 in 1983 and $21,845in 1982...... .. T R 703,014 681,372
Administrative and general ... ... .. .0 208,320 215695 200879 - Inventories (Note 3). . ................. O T 507,217 513,474
3,306,131 3273638 3350072 TOTAL CURRENT ASSETS ... ... .. ... . . 1,544,004 1514604
EARNINGS FROM OPERATIONS . .. 229,383 179,836 297,001 INVESTMENTS AND ADVANCES
Interest, royalties and other income, net 62,169 65,514 a“fm Equity in net assets of and advances to associated companies .. .............. 74,422 63,052
291.552 745350 360,940 Other investments and advances .. ... R 92,806 58,762
INterest eXPense . ... .ottt 73,800 mm..quw 3“30 TOTAL INVESTMENTS AND >U<>ZOmm P S AP . 167,228 121,814 -
EARNINGS OF CONSOLIDATED COMPANIES BEFORE PLANTS, EQUIPMENT AND FACILITIES, at cost (Note 4). . .......... e 2,623,071 2,605,521
TAXESONINCOME .........oooiiiiinai i 217,752 176,617 293,439 Less accumulated depreciation and depletion . ............... .. ... ...... 1,367,413 1,309,317
Jaxesonincome (Not®) . ... oovverrieinnniiiininn 65,100 51,000 110,000 NET PLANTINVESTMENT . ... oovoeoreonenn e 1,255,658 1,296,204
m>WZH.ZOw OF ﬂOZmOEU\./.HmO OOgvaNmm e el 152,652 125,617 183,439 INTANGIBLES RESULTING mWOZ mCmHmem >OO.CHm5,aOZm ....... . 24,783 12,401
Equity in net earnings of associated companies ................. .. 13,704 6,510 13,615 OTHER ASSETS .. oottt e e 63,521 52,362
NETEARNINGS ... . i 166,356 132,127 197,054 $3,056,094 $2,997,405
EARNINGS EMPLOYED IN THE BUSINESS LIABILITIES AND STOCKHOLDERS' EQUITY
AT mmﬁ.wﬁ.ZZHZO OF YEAR AZOS.S ................... PN 1,345,327 1,297,365 1,180,468 CURRENT LIABILITIES
Umm:nn dividends of $1.75 per share in 1983 and Accounts payable and accrued expenses . ... ... $ 613,179 $ 564,641
982,and $1.675in 1981 .. .......... ... ... .. ... ... . (85,256)  (84,165)  (80,157) Short-term borrowings, including commercial paper of $81,586 in 1982 . 62,787 130,186
EARNINGS EMPLOYED IN THE BUSINESS Funded debt installments due within one year ......... e 7,005 8,006
CATENDOFYEAR .o\t $1,426,427 $1,345327 $1,297,365 INCOME (AXES -« .\ttt . o eeeanaeess 50,136 49,595
NET EARNINGS PER SHARE TOTAL CURRENT H\SmNEdmm ................................... 733,107 752,428
OF COMMON STOCK . .......uere ot $3.41 $2.74 $4.11 FUNDED DEBT (Not 5). -« + v oo o N 519,957 506,110
DEFERRED INCOME TAXES ............ e R e 128,300 128,100
See accompatiying Notes to Consolidated Financial Statements. OTHER NON-CURRENT LIABILITIES ............ e e RPN 71,072 67,837
STOCKHOLDERS' EQUITY (Notes 5 and 6)
Common stock—par value $5 per share
Authorized ~ 100,000,000 shares
Issued —49,075,280 shares in 1983 and 48,905,338 sharesin 1982.......... 245,376 244,527
. Additional c»&-_n capital .. ... PN 49,862 40,895
T Earnings employed in the business............... 1,426,427 1,345,327
Accumulated translation adjustments {115,607) {73,130)
1,606,058 1,557,619
Treasury stock, at cost—80,690 shares in 1983 and 535 ¢0q
sharesin 1982 ................... T P . (2,400)  (14,689)
TOTAL mHOOKEOﬁUmww mDCS.M. .................. R 1,603,658 1,542,930

- $3,056,094 $2,997,405

'CONTINGENT LIABILITIES AND COMMITMENTS (Note 7)

See accompanying Notes to Consolidated Financial Statements.
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CHANGES IN FINANCIAL POSITION

American Cyanamid Company and Subsidiaries

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

Years Ended December 31, 1983, 1982 and 1981

1983
FUNDS PROVIDED BY (USED FOR) (Th H.wmw 1981
Internal sourees: ousands of dollars)
Netearnings...........oovviuneeiunennn,. .. AP )
Items not requiring the use of funds: $166,356  $132,127 $197,054
Depreciation, depletion and amortization .. ...........
Deferred income taxes .......... e ~m-mwwv :WMNVW 104218
Equity in undistributed net earnings of associated companies . . . . (11,053) 6 ‘%mv ”M\Wwwwv
MMM% from operations RRRIEREPRIS S 337,460 307,505 wqm,wow
itions to plants, equipment and facilities ................. .. (165,068) Cﬁkoﬁ )
Additions to intangibles and investments and advances ( m%qm@ 687 Hv (180,697
- Change in: >nno=:_m receivable .............. e AN_“mﬁv :owf Gﬁ_wmww
Wéw:”o:a? PR R , . 6,257 thwm Go..\mwv
! ccounts payable and accrued expenses .......... 48,538 (38,587) O_wﬂv
T ».BuMyMMM:» ng e e ERENEEY L 541 (16,472) A:“mmwv
ernal SOUICeS . ... 151,300 220,
Financing transactions: o L
Short-term borrowings. ..................
Funded debt: TOMIRES e (67,399) (5.126) 57,148
Additions . .. ..
DS L 37,
Reductions (including $12,000 of debentures exchanged for et > 1159
common stock in 1982) ................. T (20,662)  (34,940)  (17,948)
Net funds from financing transactions .......................... (50,900) (34,745) 53,359
Capital transactions: - -
Exchange of common stock for debentures.............. e - 7,241
Wn_cm,\ m%mmzm from other common stock transactions—net . . . . .. .. 22,105 3423 1 omIH ,“
ividends T (85,256)  (84.165)  (80.157)
Net funds from capital transactions .......... T (63,151)  (73,501)  (79,106)
Other transactions: . .
Effect of foreign translation adjustments (19,961) (24.337) (27,484) :
Allothers—net.......0........... . (2,393) 16.217 17.347 ]
Net funds from other transactions ............. e (22,354) (8,120  (10,137) m
Net increase in cash and marketable securities............... ... $ 14,895 wEA.mf $ ma.mmw i

See accompanying Notes to Consolidated Financial Statements.

merican Cyanamid Company and Subsidiaries

ousands of dollars)

OTES TO CONSOLIDATED FINANCIAL STATEMENTS OF 1983, 1982 AND 1981

1. SUMMARY OF ACCOUNTING POLICIES

ONSOLIDATION —The consolidated financial statements
include the accounts of American Cyanamid Company
and all subsidiaries, except real estate subsidiaries whose
operations were discontinued in 1974. All significant inter-
company transactions and balances have been eliminated.
Subsidiaries operating outside the United States and Canada
are included on a fiscal-year basis ending November 30.

. The Consolidated Statements of Earnings and Earnings

Employed in the Business for 1982 and 1981 have been
reclassified for comparative purposes.

The equity method of accounting is used for investments
in associated companies (20% to 50% owned). The aggre-
gate cost of these investments was $25,844 and $23,916 at
December 31, 1983 and 1982, respectively. Dividends of
$2,651 in 1983, $2,815 in 1982 and $4,485 in 1981 were
received from these companies. At December 31, 1983,
principal associated companies are (% owned):

Arizona Chemical Company (50%)

B. Braun-Dexon G.m.b.H. (50%)

CYRO Industries (50%)

Laminate Industries (Proprietary) Limited (30%)

Lederle (Japan) Ltd. (50%)

TDF Tiofine B.V. (50%)

CURRENCY TRANSLATION —For most of the company's
international operations, all elements of financial state-
ments are translated into U.S, dollars using current exchange
rates, with translation adjustments accumulated in stock-
holders’ equity. For the other international operations, cer-
tain financial statement amounts are translated at historical
exchange rates and translation adjustments are included

in the results of operations. These international operations
are generally in hyper-inflationary economies, principally
Latin America. . )

Earnings before taxes on income were reduced by net for-
eign exchange losses of $44,700 in 1983, $72,000 in 1982
and $52,200 in 1981, Of these amounts, manufacturing
cost of sales included foreign exchange losses of $30,400 in
1983, $33,800 in 1982 and $30,700 in 1981. The remaining
foreign exchange losses ate included in administrative and
general expenses.

DEPRECIATION AND AMORTIZATION —Depreciation
is provided primarily on 2 straight-line composite method
over the estimated remaining useful lives of various classes
of assets. When such depreciable assets are sold or other-
wise retired from service, their cost, less amounts realized on
sale or salvage, is charged or credited to the accumulated
depreciation account. Expenditures for maintenance and
repairs are charged to current operating expenses. Acquisi-
tions, additions and betterments for increasing productive
capacity or prolonging service lives of plants, equipment
and facilities are capitalized. Intangibles resulting from busi-
ness acquisitions are carried at cost and amortized over a
period of 40 years unless, in the opinion of management,
theit lives are limited, or they have sustained a permanent
diminution in value, in which case they are amortized over
lesser periods.

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

TAXES ON INCOME~The provision for Federal taxes on
income is reduced by the investment tax credit using the
flow-through method. Deferred income taxes are provided
to recoghize the effect of timing differences between finan-
cial statement and income tax accounting, principally
differences in depreciation methods and rates.

The company provides taxes on the undistributed earnings
of subsidiaries and associated companies where the remit-
tance of such earnings is not considered to be indefinitely
postponed. At December 31, 1983, the company hasno
present intention of remitting undistributed earnings of
subsidiaries (including those in Puerto Rico) and associated
companies aggregating $741,100. .

EARNINGS PER SHARE—Earrings per share of common
stock is based on the average number of shares outstanding

. during the year, 48,759,584 in 1983, 48,201,213 in 1982

and 47,969,761 in 1981. The stock options described in Note 6
do not result.in a material dilution of earnings per share.

2. FOREIGN Ommw.»ﬁOZm“

1983 1982
Net current assets . . ...vovevevnns $286,600 $325,300
Net other assets (principally plants,
equipment and facilities) ....... 312,800 321,300
Equity in undistributed earnings . . . 461,500 503,800

Net earnings of foreign subsidiaries were $52,300 in 1983,
$66,200 in 1982 and $90,900 in 1981. ’
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3. INVENTORIES ~ At December 31, 1983 and 1982, respectively It s not practicable o d A % DDITIONAL PAID-IN CAPITAL changes aré attributable to the issuance of shares for:
w%::wﬁa E_w_wanam:m cost exceeded the LIFO value of the components of inventory c:mmw M_o Mﬁ_n_BSm the major : 1983 1982 1981
inventories by approximately $162,200 and $172,400, inventory method. ollar value LIFO - tock options including related tax benefits of $3,279in 1983, ........ $8,960 $259 $783
P! 2
. change of cornmon stock for debentures . . e - (129) - _
4. wm>zd. EQUIPMENT AND FACILITIES are com- Other .. e . o 7 3) — _
posed of the following: Increase in additional paid-in capital. ... ... ... s N $8,967 $127 $783
1983 1982 _
Land, including mining land . .. .. 0, A :
Buildings......... _.:.m. wn JUNS i cwmuww% $ AMNMWM | ACCUMULATED TRANSLATION ADJUSTMENT changes are composed of the following: . i i
Machinery and equipment. 2,044,235 1020765 1983 1982 1981 N
lction In progress. . . mﬂsﬁwc mrQNQ r w< - MOQ T-
e) H
$2,623,071  $2,605,521 Opening adjustment ..........ccoenen $(12,295)
Translation adjustments . .. ......... $41,807 $46,833 wo.:w \
Hedge transactions and other, ne . . 670 1,567 910 - 1]
5, FUNDED DEBT, excludi ion. i — ]
tollows: - excluding the current portion, is as Annual maturities of funded debt and sinking fund require- Increase in lated translation adj e e $42,477 $48,400 $ 24730
198 ments for the four years subsequent to December 31 1984, '
- 3 1982 ate as follows: 1985 —$19,600; 1986 —$11,600; A . .
Sinking fund debentures . Poegl ,600; 1987 By geographic area: .
% due 2001 $39,200; and 1988 —$23,300. ‘Western Hemisphere ... EUUTII s $21,127 $ 6,561 $ 3127 .
8%% due 2006 - $ 80,000 $ 80,000 For cansolidated financial statement reporting purposes, Eastern Hemisphere . 21,350 - 41,839 21,603 |-
Promissory nows . 99,674 99,652 the principal ($21,800 at December 31, 1983 and $19.900 E In i lated transfation adj 342 qw $48,400 524730 L
3% due through 1987 9.0 at December 31, 1982) and interest ($1,820 in 1983 «._ 284 | g e = a - -
8%% due 1988 10 1998 .. ... 1 mo”omm hwww% in 1982 and $1,513 in 1981) on certain parallel type loanshave g
Pollution control and industial W Voos a.,ozmm against the corresponding assets and income STOCK OPTIONS - Under the company's 1977 stock ally thereafter. On Februaty 7, 1984, the Board of Directors
mnmgwu bonds items in the consolidated financial statements. Interest rates option plan, key employees may be granted ten-year options adopted a new stock option plan for 3,300,000 shares sub-
m.mw m:» woom. 21,000 21000 OO0 these _owz arrangements vary according to agreement to purchase common stock at not less than 100% of market ject to approval by the company’s stockholders at their
875% M_wn MMW 0 22,400 72400  2nd are subject to adjustment under certain conditions. value on the date of grant. At December 31, 1983, annual meeting on April 16, 1984.
55% to 12% due e vari 18,000 The loans outstanding at December 31, 1983 are payable 1,699,735 shares were reserved for stock options outstand- Upon exercise of options, the difference between the
e gl 2000 ious c5 through 1987. . ing or available to be granted. All options are exercisable proceeds and par value of shares issued or cost of treasury
Sundry obligations . . .. N Nﬁmww g2t . ,:,.o. 3%% and 8%% promissory notes contain certain restric- £ in cumulative installments of one-third of the number of stock is recorded in additional paid-in-capital.
- 2 23,341 tions, including limitations on the payment of dividends. | shares commencing one year after date of grant and annu- Selected stock option data are as follows:
$519,957 $506,110  Under .ﬁra most restrictive of such limitations, the amount . 198
Omrwwm_ nings malo_m&mi the business at December 31, 1983, T3 1983 1982 !
which may be applied to the pa t i : Options exercised during year:
fimited to $177,800. payment of cash dividends s Mutnber of shares. .- ..o - TR 786,068 195,835 o
Opti i hare.....oooveveenen $24.00—33.75 $24.00-35.75 $24.00~31.2:
m. mHOO_AIOM\Umww. MDC~4.< ption price per share
A Options outstanding at December 31: s 628
UTHORIZED CAPITAL includ : . Number of shares. ..... s N 1,415,531 1,805,399 1,828,291
is outstanding. includes 10,000,000 shates of preferred stock with a par value of $1 per shate, none of which Optlon price per shate .. : $24:00— 41,50 $24.00-33.75 $24.00~37.25
~
i isable at December 31. ... .. ). 1,109, 1,147,923
COMMON STOCK AND TREASURY STOCK activity is as follows: Options exercisable at December 31. . 620,581 09,907 47
Comamon Stock Treasury Stock 7. CONTINGENT LIABILITIES AND COMMITMENTS Government's payments for broad-spectrum antibiotics
Shares Amount Shares Amount Rental expense under property and equipment leases purchases. The decision determined that the Government
Balance at January 1, 1981 . . . T PO 48,905,338 $244,527 954,668 $(25.494 was $57,200 in 1983, $51,600 in 1982 and $52,600 in 1981. had failed to prove the allegations of patent fraud upon
Tssued pursuant o stock option plan................. - . am.omo { M mv | Estimated future minimum rental expenses under property which the Government’s case was based. During the second
an:wn__ammacu:n to incentive compensation plan . ... .. - - Guﬁcw L WN and equipment leases that have initial or remaining non- quarter of 1983, the Government's related suit seeking can-
4 oo EESSEELEER AL - - 84,517 : (1,319}  cancellable lease terms in excess of one year as of Decem- cellation of four antibiotic patents and damages was also
Balance at December 31,1981..........,. . 48,905,338 244,527 951,637 25.226) ' ber 31, 1983, are: 1984—$17,600; 1985—$11,600; 1986 — dismissed. These decisions are now final. As a result, the
Issued pursuant w stock option plan. . .. ........... , — : - $7,800; 1987 $5,400; 1988 —$3,800; later years—~ balance of the amount charged in 1977 to earnings of appro-
Issued pursuant to incentive compensation plan . _ - (122,803) 3033 $22,300 in the aggregate. The company accounts for leases priate years prior to 1967, net of related income taxes, has
mxnrwnmm of common stock for debentures . . - Gmmw_wwwv _ww as operating leases, which in all material respects complies been restored to earnings employed in the business.
Acquired ..o s - - ’ mm Nv w.w 1 with Statement of Financial Accounting Standards No. 13. The company and its subsidiaries are parties to numerous
Balance at December 31,1982 ...................... 48,905,338 244527 - Early in 1982, the Court of Appeals for the Third Circuit suits and claims arising out of the conduct of the business.
Issued pursuant t stock option plan. ; - . 535,407 (14,689) affirmed the decision of the Federal District Court in Phila- In the opinion of management, the ultimate liability result-
Tesued pursuant to ineentine noavmaucom.m_wr - %.flm 849 (450,757} 12,166 delphia entering final judgment against the United States ing therefrom will not have a material adverse effect upon
Balance at Decomber 31, 1983 - (3.960) 123 Government in its civil suit against the company and four the consolidated financial position of the company and
: — 49,075,280 $245,376 80,690 $ (2,400) other drug manufacturers for damages based upon the subsidiaries.
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8. TAXES ON INCOME are based on earnings of consoli~
dated companies before taxes on income as follows:

Woammzo and mo,n&m: earnings of consolidated o.oEvaw
mmonm.»wxm.m on income include all income detived foim
operations in the respective 1.5, and foreign geographic

1983 1982 1981 areas, whereas provisions for taxes on income incltide all.
Dormestic. ............. $115,010  § 59,188  $139,295  income taxes payable to U.S., foreign and other govern-
Foreign ...... Lieieean 102,742 117429 154144  ments as applicable, regardless of the situs in which the
$217,752 $176617 293,439  taxable income is generated.
The principal component of deferred tax provisions is
. the excess of tax over book depreciation (1983—$5,900,
The components of the provision are: 1982--$3,300, 1981—$ 16,200). o
1983 1982 1981 A reconciliation between the company’s effective tax rate
y H— and the U.S. Federal income tax rate is as follows:
Federal ..... $(5,900)  $(17,500) $ 17,200 1983 1982 1981
Foreign ..... 67,200 56,700 66,100 Federal income tox omee T e
Other .. 4,600 6.200 4000 w,mmwnm_ .:ndHMHMQMwM: mmmmw ..... 46.0% 46.0%  46.0%
65,900 45,400 87,300 purchased during the year and
research eredits.. ..., 67 (9.1 (46)
Deferred: . Income subject to income tax at
Federal ............. 3,800 5,700 17,300 less than Federal rates, and not
Foreign and other .. . .. {4,600) (100} 5,400 expected © be subject to Federal
(800) 5.600 22,700 tax in the foreseeable future . . .. . {9.9) 6.7) (5.1)
- Othernet...........oo. oo, .5 (1.3) 1.2
Total taxes on income. . . . $65,100  § 51,000 $110,000 N
Effective axrate ...,............ 29.9% 289% 31.5%

9. OTHER FINANCIAL INFORMATION

Included in accounts payable and accrued expenses at De-
cember 31, 1983 and 1982, respectively, are trade payables
of $275,582 and $220,249, pensions and other employee
benefits of §87,971 and $96,084, checks outstanding in ex-
cess of certain domestic cash balances of $40,522 and $29,029
and other accrued expenses of $209,104 and $219,279.

At December 31, 1983, the company had $160,000 of
domestic short-term lines of credit available.

Maintenance and repairs were $150,800 in 1983, $155,100
in 1982 and $176,100 in 1981. Taxes other than income
and payroll taxes were $50,100 in 1983, $49,500 in 1982
and $45,300 in 1981. Advertising was $289,000 in 1983,
$259,200 in 1982 and $240,000 in 1981.

The company and its consolidated subsidiaries have

various pension plans covering substantially all employees
in the United States and Canada and certain employees in
foreign countries. The company's policy generally is to ac-
crue and fund pension costs over the service lives of the
covered employees. The total pension expense was $51,300
in 1983, $51,700 in 1982 and $50,100 in 1981. Using an
assumed rate of return of 8.5% in both 1983 and 1982, the
actuarial present value of accumulated benefits under the
principal plans of the company, at Januaty 1, 1983 {the most
recent valuation date) and January 1, 1982 was computed
to be $595,400 and $532,200, respectively. Of this amount,
$585,800 in 1983 and $523,700 in 1982 represent vested
plan benefits and $9,600 in 1983 and $8,500 in 1982 rep-
resent non-vested plan benefits. The corresponding total of
net assets available for plan benefits was $610,800 at January
1, 1983 and $516,500 at January 1, 1982.

10. OPERATIONS BY BUSINESS GROUPS AND
GEOGRAPHIC AREAS

The following commentary relates to the tables appedring on
pages 41, 42 and 43.

The company and its subsidiaries are engaged primarily
in the manufacture and sale of 2 highly diversified line of
medical, agricultural, chemicals, consumer products and
Formica brand products.

Total sales between business groups were approximately
§$75,100 in 1983, $129,300 in 1982 and $78,500 in 1981,
These intersegment sales, which are made at cost, were not
significant for any of the business groups except medical

($29,400 in 1983, $72,000 in 1982 and $22,300 in 1981)
and chemicals ($44,300 in 1983, $56,300 in 1982 and
$54,700 in 1981).

Intergeographic sales are made at prices which provide
reasonable and appropriate returns based upon the respec-
tive properties employed and businesses conducted, and
applicable eliminations have been applied to the intergeo-
graphic transactions,

Operating earnings consist of total net sales less operating
expenses. [n computing operating earnings, none of the
following items has been added or deducted: general corpo-
rate expenses, interest expense, investment 53:..9.0&:.2
in net earnings of associated compandes, and taxes on income.

Identifiable assets are those assets used in the company's
‘ operations in each business group ot geographic area. Oo%
¥ porate assets are primarily cash, marketable securities an
struction in progress.
: Bmﬁﬁ quarter _@w@u operating earnings .Enr_un, an $8,400
: refund (principally in the Orsaom_m Group) arising from an
energy overcharge at a plant in prior years. m.mnosm quarter
1983 general corporate expense is net n.vm a gain of $4,900
from the sale of a portion of an equity investment. p
First quarter 1982 operating easnings include @o.%o o
income in the Agricultural Group as a result of the final
insurance claim settlement relating w© %o. 1977 Prowl hesbi-
cide manufacturing facilities explosion. First quarter Gmwr
general corporate expense is net of a gain of $5,100 from the
exchange of 288,599 shares of common stock for $12,000

incipal amount of debentures due 2001. )
EWMM:& quarter 1982 operating mm:_m.:mm of the O.rms.nmw
Group were reduced by a $5,000 provision for the .i:bmawé&
from certain pigments and rubber chemicals businesses.

1982 operating earnings were increased by $23,000 )
(including $12,300 in the Chemicals an:n. and $7,100 in
the Agricultural Group) as a result of LIFO inventoty manwm\
ments occurring principally in the fourth quarter. Operating
earnings of the Consumer Products Group were Rasnmﬂ
in the fourth quarter of 1982 by a ,@N@oo. provision for the
closing of certain manufacturing and distribution operations.

Second quartet 1981 operating earnings were Smmnmmmn_
by $6,400 in the Agricultural Group to reflect receipt of an
advance relating to the insurance claim referred to above.

BUSINESS GROUPS

1983 1982 1981

N A 0. % 967,594 % 883816 $ 773377
Medical o T aeg26 TBLIST 844196
Agrieultural ... R 972,558 966,581 1,101,267
e g S 508,000 500,303 518,543
moo@sw wﬁ%mwﬁa S 340,546 371497 411,690

e $3.535,514 $3,453,674_$3.600013

OPERATING EARNINGS 144,812 $ 98,203 $ 88360
Zm&nvr.:....::.: ........ e R ] bapdie e 120398
Agricatoural oo 7308 Ses s
mwwm::n&m.w. . n_ . a [ e e e FM.NWW WW,MWW

nsumer Products . ...... . iy ...A.:. Hbuwou. H, )
Formica Brand Produets . . .. ..ot e ¥ o
) 39,493)  (25,106) (27,395)

. RPORATE EXPENSES - v v oveennnreeennns (39, 2139

Mwmwmmﬂmmw mmmmzmm_ NET OF INVESTMENT INCOME .........  (33,304)  (28529) ¢ )

B G O O S .. $ 217,752 § 116617 § 1934

m@ch _Hz NET EARNINGS OF ASSOCIATED oozwwé,m.m. e nen s u_wmm ; uww
edaical. ... ... . A\OM
Agodnel e S esw e
Qﬂu:hﬂm. ..... . e .N.Nm :
Formica Brand Products. . . e T e T D

a1




BUSINESS GROUPS CONTINUED nmﬂﬂn.s:u_.__n AREAS

IDENTIFIABLE ASSETS _wmw = S 1983 1982 1281
. Medical NET SALES TO UNAFFILIATED CUSTOMERS .
cal.........o....e $ 611,577 $ 545257 $ 488219
* United States . ........ .. $2,388,662 $2,233,575 $2,372,701
Agricultural . .......... 628,905 630,728 723,786 54.025 500,937
Chemicals. ......... - ) . 645,820 677778 763637 Other Western Hemisphere . . . . ..... 388,664 A.mm.cn om. o
Consumer Products . . . ... ... B ) . 207,223 203,892 216875 Eastern Hemisphere ... .................. .. ...... 158,188 766,074 . 7754
Formica Brand Products. 211,463 259,486 Nmuuqmw $3,535,514 $3,453,674 $3,649,073
. 2,304,988 2,317,141 2,474,304 INTERGEOGRAPHIC SALES .
EQUITY IN NET ASSETS OF AND ADVANCES TO - United States .................. L. $ 184,757 $ 169,849 § 147,525
ASSOCIATED COMPANIES Other Western IoB_mcrmS ...... e 51,125 44,359 41,009
Medical........... e . ) 13,060 11,409 12,862 Eastern Hemisphere . . . e . .. 35,975 31,222 27,600
Agricultural .......... ... 1,879 1747 1812 Eliminations . . (271,857) _ (245.430) _ (216,134)
mormamsw‘ e 55,080 47,014 48,012 _ _ _
rmica Brand Products. .. .. 03
o OPERATING EARNINGS
: 3,052 65,136 United States .. ......... 172,413 $ 112,853 § 199,023 E
CORPORATE ASSETS ........ L ... 616,684 617,212 524985 B  Other Western Hemisphere . 11,605 18085 54,827
TOTALASSETS . .. veeeeeeeeaeeeees e $3,056,094 $2,997,405 $3,065025 | Eastern Hemisphere. .. .. . 106,531 99,314 99,114
DEPRECIATION, DEPLETION AND AMORTIZATION . 290,549 230,252 352,964
Medical.,.............. e ... $ 41,844 $ 32554 $ 23293 . § GENERAL CORPORATEEXPENSES ....................... N (39,493)  (25,106) (27,395}
Agricultural ... ... . 37525 35825 = 32797 §  INTEREST EXPENSE, NET OF INVESTMENT INCOME ... .. L (33,304)  (28,529)  (32,130)
Chemicals........... 74,336 77,059 78,216 ; EARNINGS OF CONSOLIDATED OOZF»ZHmm
Consumer Products . ... ... 6,910 4,961 4,698 3 BEFORE TAXESONINCOME ... ........ e $ 217,752 $ 176,617 $ 293,439
Formica Brand Products 16,874 17,908 17,557 B
Corporate . ........ .. 5,468 5,166 8,017 ; EQUITY IN NET EARNINGS OF ASSOCIATED COMPANIES
- $ 182,057 § 173 A..\u $ 164578 i United States . . ., . e 9,436 $ 1927 § 5384 !
2 4 . Other Western Inaavrn»m e . 465 451 169 i
CAPITAL ADDITIONS Eastern Hemisphere. . .......... . s 3,803 4,132 8,062 |
Medical. . . $ 47,829 $ 40,051 $ 41,264 E : $ 13,704 $ 6510 $ 13,615
>m:n=_==,m_ . 25,685 39,875 41,734
Chemicals. . ......co.on.... . . 57,775 60,791 64958 - §  IDENTIFIABLE ASSETS
Consumer Products .. ................... 7,776 4951 7,423 United States .. ... .....ovvnenen.. e . $1,574,731 $1,523,228 $1,643,596
Formica Brand Products. 14,627 18,244 15,111 3 Other Western Hemisphere . . . . . PRI e 273,773 325,652 337,518
Corporate . . .. .. o 11,376 7,135 10,207 4 Eastern Hemisphere . . ................ e e 456,484 468,261 493,190

$ 165,068 $ 171,047 m 180,697 2,304,988 2,317,141 2,474,304

EQUITY IN NET ASSETS OF AND ADVANCES TO

ASSOCIATED COMPANIES
United States .. ............. DR . 47,210 38,547 35,576
Other Western Hemisphere . .. ....... F e 1,879 1,747 1,726
Eastern Hemisphere . . ... oo vt it 25,333 22,758 28,434
74,422 63,052 65,136
CORPORATE ASSETS ........ e e 676,684 617,212 524,985
TOTALASSETS........... T e ... $3,056,094 $2,997,405 $3,065,025
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11. SUPPLEMENTAL INFORMATION ON INFLATION
AND THE EFFECTS OF CHANGING COSTS (UN-
AUDITED)—Although the rate-of inflation has recently
slowed, the United States has experienced rapid inflation
in the last decade as contrasted to previously existing levels.
This experience has led to the general belief that the his-
torical cost measurements used for the financial statements
and other financial information included in annual reports
t0 stockholders fail to reflect fully the economic reality of a
business' financial condition and operating results. The
Financial Accounting Standards Board, in an effort to pro-
duce financial information that discloses the effects of infla~
tion, issued Statement No. 33, Financial Reporting and
Changing Prices, as amended by Statement No. 70 relating to
foreign currency financial statements, which requires the
reporting of certain supplemental financial data.

The Statements attempt to deal with the measurement
of the effects of general price level changes (purchasing
power) and of changes in specific costs (current costs) of the
resources used in manufacturing products. Net earnings
adjusted for the effects of inflation illustrates the overstate-
ment of earnings and resulting overpayment of income
taxes, whereas historical dollar accounting does not neces-
sarily reflect the cumulative effects of increasing costs and
changes in the purchasing power during times of significant
and continued inflation.

The effect of specific cost changes on results of opera-
tions is required to be measured by current amounts which
ate applicable to the company (current costs). This measure
of costs is highly subjective and, while based on the best
judgments of management, may not accurately reflect the
effects of inflation. Consequently, the company believes

that while it is important for financial statement users to
develop an understanding of the more significant impacts
of inflation, the dominant focus should continue to be on
the financtal stateents based upon historical costs. The
required supplemental inflation data must be viewed with
caution since, as indicated above, it is not certain whether
it is a fair representation of the impact of inflation upon
the company.

The tondensed consolidated statement of earnings pre-
sented on page 45 is based on historical results of opera-

.- tions adjusted for changing current cost factors relating to

plants, equipment and facilities and inventories. Except for
the adjustment of net monetary liabilities to arrive at the
purchasing power gain, which is not included in adjusted
net earnings, no other balance sheet or income and expense

. jtems have been restated for changes in current costs.

+ In determining cutrent costs, historical costs have been
adjusted for changes in specific costs and are presented in
1983 average dollars. Current costs have been determined
by various methods. The current cost of plants, equipment
and facilities generally was determined by use of externally
developed construction and equipment indices. It should
be recognized that the current cost amounts are not indica-
tive of the company’s results of operations from replace-
ment of its productive capacity because such replacement
would, where appropriate, include technological iniprove-
ments to increase efficiency and reduce costs of operations.
Current cost adjustments only contemplate replacing inven-
tories and existing productive facilities with identical assets.
The FIFO method was used to approximate the current cost
of inventories. The LIFO method, or methods yielding
results approximating the LIFO method, were used to esti-
mate the current manufacturing cost of sales. The infla-
tionary impact on inventories affects manufacturing cost of
sales to a lesser extent because the company uses the LIFO
method of costing for a substantial portion of such invento-
ries and, therefore, reflects to 2 large degree present costs in
the historical earnings statements.

Historical depreciation expense is calculated using the
straight-line composite method, which has the effect of ac-
celerating depreciation and thereby providing some allow-
ance for the effects of inflation. Accordingly, current cost
depreciation has been adjusted to recognize the conserva-
tism inherent in the historical depreciation. Because the
current cost concepts are not recognized for income tax
purposes, taxes on income have not been adjusted for the
effects of changes in current costs. Therefore the effective
income tax rate is greater than that determined from the
historical financial statements.

The five-year table presented on page 45 sets forth a com-
patison of selected financial data relating to changes in both
purchasing power and specific {current) costs. Amounts in
the table are updated to dollars of common purchasing
power using the 1983 average U.S. Consumer Price Index
for All Urban Consumers (CPI-U).

OTSZO_ZQOOmHmmOwHImw.m.»ﬂmZUmOUmOmZ AUD
(i ot BER 31, 1983 AC.Z>CU~4m9

CONDENSED CONSOLIDATED STATEMENT OF EARNINGS .>ZU m\;ZEOm ADJUSTED FOR

As Reported in
Consolidated Adjusted for
. Statement of - Changes in

— - Earnings Current Costs -

mmmmm... ............. T $3,536 $3,536
Manufacturing cost of sales .. ....... e 2,101
All other expenses, net .......... .. U H,N: e
Earnings before taxes on income . . . ........vvooosos e . .N_m et
Taxes on income ... ... D . 65 Hom
Equity in net earnings of associated companies . . . . 13 wm
Net earnings .......
Effective tax rate. . . .. .. o s —MMW i
Depreciation, depletion and amortization . . .. .................. ... $ 183 ) $ wax
Net earnings including gain from decline in purchasing power of net )

monetary liabilities. ............. .. ... e . $ 66
Increase in general price level of inventories and plants, i .

facilities held during the year* .. ... .. e v n ' w@.:ﬁ:ﬁi nd :
Increase in specific costs. . . . . . T ’ Nw
Excess of increase in general price level over increase in specific costs. . $ 15

* T
‘At December 31, 1983, current cost of inventory was $682 and current cost of plants, equipment and facilities, net of accumulated

depreciation, was $1,891.

FIVE-YEAR COMPARISON OF SELECTED FINANCIAL DATA ADJUSTED FOR EFFECTS OF

O§ZQ~ZD COSTS IN AVERAGE 1983 DOLLARS (UNAUDITED)
(Millions of dollars except per share amounts)

— 1983 1982 1981 1980 1979
sales ..o $3,536 $3,565 3,996
Historical cost information adjusted for “ - IS Bt
current costs:
Net'earnings . ... .. e e ‘
Zmﬂ”m«wgmzmm per share of common %2 » . i ®
stoc! 4
OCK . 1.07 47 .
Stockholders' equity at yearend . . . . .. 2,321 2,426 N_wqu Nw..ww Nwmww
Gain from decline in purchasing power of . .
net monetary labilities ,.......... e 14 17 44 75 91
Excess of increase in general pricé level over
change in specific costs .. ... .. e 15 170 54 184 209
Translation adjustments . ............... 64 67 62
Per m.rwnm of common stock:
Cash dividends . . . ... v 138 1
Market price at year end............. "49.15 umumw wmww uwmw %N*wm
Average consumer price index........... 298.4 289.1 2724 NA..m 8 N_.,\. 4
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MANAGEMENT STATEMENT

FIVE-YEAR SUMMARY

Your management has prepared and is responsible for the
accompanying consolidated financial statements. These state-
ments have been prepared in conformity with generally
accepted accounting principles appropriate in the circum-
stances and necessarily include some amounts based on

g s esti and jud; All financial
information in this annual Smuw.ﬂm consistent with that in
the consolidated financial statéfents. N

‘The company maintains a system of internal accounting con-
trols designed to provide reasonablé assurance that assets
are safeguarded from loss or unauthorized use, transactions
are executed in accordance with management’s authoriza-
tion, and that accounting records may be relied upon for the
preparation of financial statements, The concept of reason-
able assurance is based upon the premise that the costs of
controls should not exceed the benefits derived from them.
The system is monitored by a corporate staff of traveling
internal auditors.

K]

The consolidated financial have been ined
B¥ our independent certified public accountants, Peat,
Marwick, Mitchell & Co. As indicated in the Accountants’
Opinion appearing on this page, their examination was con-
ducted in accordance with generally accepted auditing stand-
ards, including a review and testing of the system of internal
accounting controls to the extent necessary to form a basis
for their opinion as to the fair presentation, in the consoli-
dated financial statements, of the company's financial posi-
tion, results of operations and changes in financial position.

The Audit Committee of the Board of Directors, composed
solely of non-management directors, meets periodically with
management, the internal auditors and the independent
certified public accountants to review internal accounting
control, auditing and financial reporting matters. Both the
internal auditors and the independent certified public ac-
countants have full and free access to the Audit Committee,

{Millions of dollars except per share amounts)

/ACCOUNTANTS' QPINION

| |

The Board of Directors and Stockholders
American Cyanamid Company:

We have examined the consolidated balance sheets of
American Cyanamid Company and subsidiaries as of De-
cember 31, 1983 and 1982 and the related consolidated

statements of earnings and earnings employed in the busi-
ness and changes in financial position for each of the years

in the three-year period ended December 31, 1983. Our
examinations were made in accordance with generally ac-

cepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing pro-

y in the cir e

cedures as we considered 1
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In our opinion, the aforementioned consolidated financial
statements present fairly the financial position of American
Cyanamid Company and subsidiaries at December 31, 1983
and 1982 and the results of their operations and the changes
in their financial position for each of the years in the three-
year period ended December 31, 1983, in conformity with
generally accepted accounting principles applied on a con-
sistent basis. .

‘PEAT, MARWICK, MITCHELL & CO.

Short Hills, NJ
February 7, 1984

EARNINGS .
zm S_ao 1983 1982 1981 1980 1979 ;
Mamshcring cotof s |11 R0 B ose s pie
Research and process development ’ ’ . 228 2220 2ot
eXpense............. .. |
Selling, advertising and administrative s o n ’ e 10 "
expenses . . .. ; m
aenses < e wwm 959 895 811 757 ;
M.mmxmm on J.noﬁm Cevenes 65 Mw me HWM o
rnings of consolidated companies . . . . . . ’ 4
Equity in net earnings of mmmo&ma&m 153 12 ® " ol
Znoinmamm. e, e 13 6 14 12 1
et earnings . . . . .. e . * ;
Per share of common stock: ' 166 b o 1 168 .m
Duidmirs Ut MU M e g
Average number of shares of common mSnr ’ ‘rwm L 160 L
o:ﬁﬂ:&%m (used in calculating earnings
__pershare) ...... .. ..
.............. 48.8
S 48.2 48.0 47.9 47.8
>M%ovm to plants, equipment and
ties........ .
Queencae [ M e e s
mim. 0 B8
EM.M%:M nw.v:& S 812 762 714 MWW mw*
Nanis quipment and facilities . ., . , 2,623 2,606 2,525 2,443 2 g
Net depreciied cox e 1,256 1,296 1,325 1,329 309
o 3056 2,997 3,065 2917 2827
mnmn_nro_mma. ey T 20 506 521 545 523
ommonstock ......... .. ... . o .
%m&aozm_ vaE\E capital ......... ... NMW NMM NMW NMN “
arnings employed in the business . . . . . %
%nncac_mamw:msamaoz w&:msswzw e Hmwmv r,umww H,MWWV L0 108
reasury stock .. .., e ‘e 4 5 30
Total stockholders’ equity . . . . . . L. Humﬁmv rmmwv M mwv 1 mwv 1 ,,mmv

*The effect of adopting Statement of Financial i
A - -
for she yeas b g State oS mw. mnn_awv A counting Standards No. 52, Foreign Currency Translation, in 1981 was to increase net earnings
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DISCUSSION AND ANALYSIS

DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FINANCIAL CONDITION

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

At December 31, 1983, the company had available for its
operations approximately $300 million in cash, marketable
securities and time deposits. This significant soutce of liquid-
ity, combined with other relatively liquid assets, most notably
accounts receivable of approximately $700 million convert-
ible to cash over arelatively short period of time, provides
the company with the capability to satisfy normal cash
requirements from its own resources. The ratio of current
assets to current liabilities is generally perceived to be a
useful measure of liquidity. The company's ratio is 2.1 to 1,

Funds derived from operations in 1983 totaled about
$337 million. This amount provided the company with
adequate resources for capital expenditure§'of $165 million,
dividend payments to shareholders of $85 million and other
cash requirements.

In addition to the operating cash flow and liquid assets
discussed above, the company has $160 milion in unuti-
lized lines of credit in the United States. These lines are
available to satisfy cash requirements, should such a need
arise, or to support commercial paper borrowings, and are
supplemented by a variety of other credit facilities main-
tained by foreign subsidiaries.

“The company has maintained a relatively consistent level
of debt financing. At December 31, 1983, aggregate debt
financing was $590 million, equal to 26.9% of total debt and
equity and comprised of short-term borrowings of about $63
million and funded debt, including the portion due within
one year, of $527 million.

The company believes it is capable of raising substantial
amounts of short-term and long-term debt in the United
States and other financial markets, if necessary. Based on
projected internal cashi generation, current levels of liquid

assets and the credit capacity to support additional financ- -

ing, the company expects to continue to be able to compe-
titively finance operating cash requirements and planned
capital expenditures for 1984, including the amount already

committed at December 31, 1983, of about $41 million. All
planned capital expenditures are intended to-provide neces-
sary capacity, to improve the efficiency oftproduction units,
o modernize or replace older facilities, and o install equip-
ment required for protection of the environment.

The company considers its December 31, 1983, financial
condition and anticipated 1984 operating results to be of the
most significance in assessing its liquidity. Importance can
also be attached to prior years' data which evidence an abil-
ity to maintain liquidity over a period of time. Data for 1982
and 1981 corresponding to the 1983 data discussed above
are readily obtainable from the consolidated financial infor-
mation included in this annual report,

RESULTS OF OPERATIONS

NET SALES in 1983 were $3.54 billion, up 2% from $3.45
billion in 1982, while NET EARNINGS in 1983 were $166.4
or $3.41 per share, up 26% from $132.1 million or $2.74

in 1982. . .

The significant increase in net earnings is attributable to
the cumulative results of programs of new product research
and development, especially in the medical business,
divestiture of product lines with little or no profit, and
organized cost reduction programs. The effect of increased
sales from the turnaround of the U.S. economy was a minor
contributing factor to improved earnings, as increased
housing construction, tesulted in higher U.S. sales of
Formica brand laminates and there was some improvement
in sales of chemicals and consumer products. Offsetting
these positive economic factors were the impact of low
U.S. agricultural production and the increasing economic
problems in Latin America.

Net sales in 1982 were down 5 % from $3.65 billion in
1981. Medical sales increased 14%, but were offset by de-
clines in the sales of other business groups which were
significantly affected by high interest rates resulting in re-
duced industrial activity, a farm depression and a strong
USS. dollar. The declines occurred in both the United States
and foreign operations.

Net earnings in 1982 were down 33% from $197.1 mil-
lion or $4.11 per share in 1981. Earnings before taxes
(“earnings”) for 1982 include approximately $23 million
from LIFO inventory decrements. Net earnings also reflect
a lower effective income tax rate in 1982 versus 1981. The
net effect of certain other unusual charges and credits
arising in 1982 and 1981 was not significant to.a com-
parison of 1982 and 1981 consolidated net earnings.

RESEARCH AND PROCESS DEVELOPMENT EXPEN-
DITURES continue to increase each year as part of the
company’s commitment to_provide new products and tech-
nologies in our growth areas.

FOREIGN EXCHANGE LOSSES reduced earnings by
$44.7 million in 1983, $72 million in 1982 and $52.2 raillion
in 1981, In addition, translation of overseas subsidiary earn-
ings statements at reduced foreign currency exchange rates
resulting from the strengthening of the U.S. dollar had a fur-
ther adverse effect on consolidated revenues and earnings.

TAXES ON INCOME as a percent of earnings were 29.9%,
a slight increase from 28.9% in 1982, which declined from
37.5% in 1981, 1982's decrease was primarily due to in-
creases in income subject-to tax at less than U.S, rates and
increases in investment and research credits. -

INFLATION AND CHANGING PRICES are discussed in
Note 11 to the Consolidated Financial Statements. The infor-
mation presented therein attempts to measure the impact
of inflation and chariging costs on the company's tesults of

_operations and certain other historical financial information.

BUSINESS GROUPS' SALES AND OPERATING EARN-
INGS, along with certain other financial data, are set forth
it Note 10 to the Consolidated Financial Statements, and
are discussed below.

MEDICAL GROUP sales increased in both 1983 and 1982
from previous year levels. In 1983 the increase was spurred
by increased sales of antibiotics, including our semi-synthetic
penicillin, polio vaccine, anti-cancer agents, multivitamins
and wound closure products. .

In 1982 the increase resulted primarily from the introduc-
tion of a new semi-synthetic penicillin; multivitamins, and,
in overseas markets, a non-steroidal anti-inflammatory. The
higher sales in both years resulted in increased operating
earnings compared o prior years.

AGRICULTURAL GROUP sales increased marginally in
1983 from 1982 although operating earnings were substan-
tially lower. Long-term farm surpluses and reduced plant-
ings caused by the U.S. Government's Payment-In-Kind
Program resulted in lower sales of crop protection chemicals.
Earnings also suffered from lower prices for fertilizers due to
worldwide industry overcapacity, although sales improved:
In 1982, sales declined and operating earnings were sub-

. staritially lower than 1981 as a result of severely depressed

conditions in key markets, Fertilizer sales declined as a re-
sult of reduced demand, high inventories and overcapacity

in the United States, and the effect of the strong U.S. dol-

lar in overseas markets. Pesticide sales were lower because
of the depressed United States farm economy, despite some-
what higher foreign sales. Operating earnings in 1982 in-
clude $9.4 million of income (an advance payment of $6.4
million was received in 1981) as a result of the final insur-
ance claim settlement relating to the 1977 Prowl herbicide.
manufacturing facility explosion, and $7.1 million of income

as.a result of LIFO inventory decrements.

CHEMICALS GROUP sales increased slightly in 1983 (de~
spite the reduction attributable to discontinued products)
while operating earnings improved significantly. Improved
performance was attributable to lower raw material costs,
an improved product mix and an effective program of cost
reductions. With the U.S. economic recovery, sales of resins
and adhesives, molding compounds, plastic additives and
specialty elastomers increased significantly, as did-enhanced
oil recovery chemical sales. Chemicals Group 1983 oper-
ating earnings also include the principal portion of an $8.4
million refund arising from an energy overcharge at a plant
in pricr years. -

Chemicals Group sales declined in 1982 from 1981 levels,
particulatly in aerospace products, mining chemicals, refin~
ery catalysts and titanium dioxide pigments. Although water
treating polymers and paper chemicals sales were down

slightly from 1981 levels, they performed reasonably well in ,

a declining market. Operating earnings declined substan-
tially despite $12.3 million of income as a result of LIFO
inventory dectements, which was partially offset by a $5 mil-
lion provision for the withdrawal from certain pigments

and rubber chemicals businesses.

CONSUMER PRODUCTS GROUP sales increased slightly
in 1983 while operating earnings improved substantially, as
U.S. sales of toiletries and household products, especially
Lady’s Choice anti-perspirant, Miss Breck hair spray and
Pine-Sol liquid cleaner, were higher than a year ago, offsetting
lower international sales, particularly in Latin America.
Consumer Products Group sales were slightly lower in
1982 as United States sales increases, especially in Old Spice
toiletries and a new solid anti-perspirant, Lady’s Choice,
were offset by a dedline in prestige ftagrances, the effects of
the strong U.S. dollar, the Mexican peso devaluations and
depressed conditions in international markets. Operating

earnings in 1982 declined substantially, reflecting the impact -

of the Mexican devaluations, higher expenditures for new
product launches and a provision of $2,300 for the closing
of certain manufacturing and distribution operations.

FORMICA BRAND PRODUCTS GROUP sales and oper-
ating earnings declined in 1983. While U.S. Formica brand
laminate business improved significantly with the recovery
of the housing market, Latin American operating results

fell sharply as the recession worsened. -

Formica Brand. Products Group sales were lower in 1982
corapared to 1981 as a result of continuing worldwide
recessionary conditions in the construction industry. 1982
operating earnings declined substantially in spite of concen-
trated cost reduction efforts. '
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INVESTOR INFORMATION

THE COMPANY

" American Cyanamid Company is a publicly-held company

incorporated under the laws of the state of Maine. Itisa
diversified, multinational organization in five basic busi-

" nesses: medical, agricultural, chemicals, consumer

products and Formica brand products. Cyanamid operates
12 résearch laboratories and nearly 100 plants, and its
2,500 products are sold by its divisions and subsidiaries
in more than 135 countries atound the world.

WORLD HEADQUARTERS -
Cyanamid's world headquarters is located at .
One Cyanamid Plaza, Wayne, New Jersey 07470. The
company's main telephone number is (201) 831-2000.
Telex: 130400. TWX: 7109883045.

ANNUAL MEETING

The annual meeting of stockholders is held each year on
the third Monday in April. The 1984 annual meeting will
‘be held at 11 a.m. on Monday, April 16, in the Monhegan
Room of the Sheraton Inn, South Portland, Maine.

STOCK EXCHANGES

The common stock of American Cyanamid Company is
traded principally on the New York Stock Exchange (the
ticker symbol is ACY). The stock is also listed on stock
exchanges in Amsterdam, Basle, Frankfurt, Geneva,
Lausanne and Zurich. Options on the stock are traded
on the American Stock Exchange.

STOCK TRANSFER AGENT AND REGISTRAR
The stock transfer agent and registrar for Cyanamid’s
stock is The Chase Manhattan Bank, N.A. Stockholders
who wish to transfer their stock, o change the name in

which the shares are registered, should contact:

Shareholder Services

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

New York, New York 10081

(212) 676-5754

STOCKHOLDER RECORDS

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

Stockholder Records Department
American Cyanamid Company
One Cyanamid Plaza

Wayne, New Jersey 07470,

(201) 831-3586

AUTOMATIC DIVIDEND REINVESTMENT

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

. mailed after each investment.

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

Dividend Reinvestment Department
The Bank of New York

P.O. Box 11002

Church Street Station

New York, New York 10249

(212) 530-8052

DIVIDEND PAYMENT SCHEDULE
Dates for 1984 dividends, as and when declared by the
Board of Directors, are Mnrmmimm as follows:

+March 30, for stockholders of record February 17,
+June 29, for stockholders of record May 25,
+September 28, for stockholders of record August 31/
* December 21, for stockholders of record November 16.

INTERIM REPORTS N

Cyanamid’s fiscal year is the calendar year. Interim re-
ports covering the first, second and third quarter financial
results, along with other company news, are mailed to
stockholders as soon as possible after the close of the
quarter. A reprint of the company’s presentation before

a major security analysts group each December is also
mailed to stockholders.

FORM 10-K

A copy of the company’s 1983 annual report on Form |
10-K, including financial statements and schedules, as
filed with the Securities and Exchange Commission, is
available free of charge to Cyanamid stockholders upon
request. Copies of ﬂm.:uma attached to Form 10-K will
also be made available at a charge. Requests should be
addressed to:

Director of Investor Relations
American Cyanamid Company
One Cyanamid Plaza

Wayne, New Jersey 07470
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