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gation recorded in fiscal 2004, net earnings were
b /47 million, or $1.15 per share.

DIV sales comprise a vast array of agricultural products,




FINANCIAL HIGHLIGHTS

2004 2003

(Dollars in thousands except per share data)
Net sales and other operating income ......... ... ... .., $ 36,151,394 $ 30,708,033
Net @aIMINgS . ot 494,710 451,145
Cashdividends . ... ... o 174,109 155,565
Gross additions to property, plant and equipment .. ... ... L, 620,633 1,245,910
DePreCiation . oo 685,613 643,615
Working capital . ... . 3,588,759 3,274,385
Net property, plant, and equipment . .......... ... o, 5,254,738 5,468,716
long-termdebt ...... ... ... ... . L. [ 3,739,875 3,872,287
Shareholders’ equity ... ... ... 7,698,216 7,069,197
Weighted average shares outstanding .................. ... . ..., 647,698,000 646,086,000

Per common share

NEt BaMINGS .. vt $0.76 $0.70
Cashdividends .. ... o 0.27 0.24
Working capital . ... 5.51 5.08
Shareholders’ equity .. ... 11.83 10.96
Number of shareholders . ... ... .. o 24,394 25,539
Number of employees . . . ... 26,317 26,197
Earnings Per Share Cash Dividends Shareholders’ Equity
in doltars $ in millions $ in billions
174 § A
H : 5 1 7.07 .
120 125 & v ;
2000 2001 2002 2003 2004 000 2001 2000 2003 2004 2000 2001 2002 2003 2004
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DEAR SHAREHOLDERS:

7

ADM

i This past year presented substantial challenges and significant opportunities to the agricultural

industry. Adverse weather conditions, insects, and plant fungus reduced the size of the oilseed crops

in both North and South America. Growing demand for commodities in the rapidly expanding
economies of the Asia Pacific region brought extreme volatility to prices and pracipitated shortages of
transportation equipment. An outbreak of avian influenza required the culling of millions of birds and
adversely impacted the global demand for poultry feed. A shift in consumer preference to low
carbohydrate diets reduced the demand for wheat flour and increased the consumption of proteins.
Rapidly rising prices for petroleum increased energy costs and stimulated demand far environmentally

clean, cost-efficient renewable fuels produced from agriculture.

Despite this chaotic environment, growth in the markets for nutrition and energy continued to track
the world's increases in population and standards of living. At ADM, we maintained our focus on
long-term trends in demand for our products and endeavored to position the Company to capture
opportunities to increase our production of higher margin ingredients. Again this year, our
management successfully addressed the issues we confronted and praduced a solid improvement in

operating results from our unparalieled network of global resources.

For fiscal 2004, ADM reported earnings increased 9% to $495 million or $.76 per share from

$451 million or $.70 per share in 2003. Net sales improved 18% to $36 billion, operating profits
strengthened by 56% to $1.56 billion, and shareholders' equity increased 9% to $7.7 billion. The
cash dividend to shareholders was increased to an annualized rate of §.30 per share and we revised
our business segments to improve our communication of financial information to our investors. We
closed the year with a stronger balance sheet, increased liquidity, and & substantial reduction in

contingent liabilities.

This past year, we continued to strengthen the Company's governance and increased our investment

in our employees by expanding our global training programs. We intensified the focus on safety at
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our operating facilities and, as a result, experienced a

further reduction in work time lost from accidents.

Acknowledging ADM's role as an essential link between
the farming community and the global markets, we
placed the highest priority on enhancing our

relationships with both suppliers and customers. During

the year, our customers designated ADM as the supplier

of choice for soy protein, grains, fats and oils, In addition, for the third consecutive year, ADM was selected as

Frito-Lay's Vegetable Oil Supplier of the Year. It is apparent that our renewed efforts to achieve maximum Left;
. . . . G. Allen Andreas
customer satisfaction drives growth and creates new opportunities to expand our markets. Chairman and Chief
Executive

As we look forward to 2005, ADM is positioned to capitalize on the changing characteristics of the agricultural

landscape. Creativity and innovation are expected daily from the team at ADM. Our employees are driven to Right;
Paul B. Mulhollem
maximize the Company's resources to add value to agriculture and build value for our shareholders, This President and Chief

coming year holds the promise of great opportunities to achieve both of those goals. We appreciate your Operating Officer

continued confidence in our future.

Sincerely,
G. Allen Andreas Paul B. Mulhollem
Chairman and Chief Executive President and Chief Operating Officer
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ADM-THE ESSENTIAL LINK
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ADM

Ultimatelyy, all commerce begins with man’s ability to tap the wealth of nature. Iron ore yields

steel that creates cars and skyscrapers. Bauxite is transformed into aluminum to build the air

transportation industry. Crude oil is refined to power trucks and pave the roads they travel.

The pattern is no different for agricultural processing, where Archer Daniels Midland Company
provides the essential link between the farmer and the consumer. ADM adds the first incremental
value to the farmer's yield by sourcing, storing, processing, distributing and merchandising the raw
materials of nature. ADM converts soybeans intc meal for animal feed and oil for salad dressings, just
as corn s transformed into ethanol for fuel and sweeteners for soft drinks. ADM sources cocoa and

delivers chacolate, while processing of wheat leads to flour deliveries for commercial baking firms,

The Company is pursuing a balanced strategy to preserve and build its leadership positions in a
growing global market. Agribusiness is one of the few industries with a practically limitless growth
potential. As population and income levels increase, demand for protein and higher-quality food rises
as well. Short-term supply and demand trends can-be impacted by weather, governmental policies

and dietary choices, but the long-term trend is one of growth.

ADM is uniquely positioned to serve this universal demand, with unsurpassed resources to expand
the value of agricultural products. We provide both a global network of processing and distribution
facilities and the market insight to match supply with demand. We have mastered both the bulk
processes that produce tons of meal and the technology that yields high-value ingredients sold by
the pound. ADM’s unparalleled network of resources, facilities and experienced professionals enables
the Company to adapt to challenges quickly. We manage day-to-day volatility without losing sight of

the long-term growth patterns that are the essence of our business.

In much of the world, it is quite difficult to spend a day without coming in contact with ADM.
From the high-protein feed ingredients used to feed the animals that fill the world's demand for meat
products to sweeteners that add taste to thousands of foods, from the ethanol that helps power cars

and trucks to the ink that forms the words on this page, ADM is the essential link between the

farmer and the global econamy.
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OILSEEDS PROCESSING

Operating Profit
$ in millions

002 2003

Percent of Total
Operating Profit

»

ADM

ADM's advances in oilseed processing chart the Company's transformation from a U.S. processor with
export capabilities to a truly international processor with local manufacturing and distribution

systems.

Increased investment in South America mirrors the emergence of that continent as the largest
producer of soybeans. In recent years, ADM has increased its investment in Brazil, Argentina,
Paraguay and Bolivia, expanding to a total of 111 facilities. At the same time, we and our joint
venture partners have increased processing capacity in China and other regions of Asia, where
demand for protein meal is driven by both growing populations and the increased prosperity that
builds demand for poultry and pork. ADM, through joint venture interests, is the largest soybean
processor in China, having significantly increased capacity during the past two years. ADM is also

investing in processing plants in China for other oilseeds.

investment decisions are based on both potential demand and growth patterns for a specific region.
In South America, processing capacity is ample, but soybean origination and export offer growth
potential. Growing markets in China translate into long-term capacity needs, while Western Europe

and North America represent mature markets where investment is driven by demands for efficiency.

Asset allocation is a continual process of balancing near-term and long-term factors, including shifts
in demand for specific crops and the geographic balance of those demands. In fiscal 2004, for

example, relatively short supplies of soybeans led to substantial price increases for cilseeds. Later in

Primary Products Competitive Position
High-protein meals and vegetable oils produced ~ One of the world's largest

from soybeans, canola, sunflower seeds, palm, processors of oilseeds, with leading
cotton, peanut, coconut and other oilseeds. pasitions in the United States,
Meals are used primarily in animal feed, while Europe, China and other important
oils are sold as ingredients in salad oil and other  global markets. Growing leadership
food products. position in South America and Asia.

Page




W —

Key Developments

m Continued expansion of market position in
South America, including new origination and
export facilities.

B Expansion into new facilities and products
in Asia.

® Growing participation in developing markets for
zero/low-trans-fat oils.
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OILSEEDS

PROCESSING

ADM 2004 Annual Report

the year, however, the outbreak of avian influenza in China led to a sharp reduction in demand and
pricing for high-protein meal used in poultry feed. While short-term volatility can be expected, we are

strongly committed to our long-term growth strategy in these markets.

ADM'’s adaptability is bolstered by our breadth and depth of products and markets. In addition to
soybeans, we process cottonseed, sunflower seed, canola, peanuts, flaxseed and other oilseeds for
our customers. Oilseeds are crushed to produce cils used in salad oils, margarine, shortening,

chemicals, paints, ink and other industrial products, while meal is a primary ingredient in livestock

and poultry feed.

Oilseeds also are the raw material for & growing bio-diesel market in Europe. Canola oil is the bio-
diese! fuel of choice in Europe, due to performance benefits, and ADM operates canola crushing
facilities in Europe, as well as North America. Additional investment in processing facilities will be

driven by trends in demand for bio-diesel fuels,

Demand patterns for these products shift according to economic growth patterns, currency values,
dietary trends and alternative uses. Shifting dietary preferences can reflect long-term trends or
short-term fads and only the passage of time can distinguish between the two. ADM meets
changing demand patterns by offering a full array of vegetable oils to customers, from high-volume
soy and palm oils to branded oils like our Enova™ and Nova-Lipid™ products. ADM adjusts product
mix and processing steps in response to near-term changes in customer demand, while the Company

seeks to make long-term commitments of capital only when trends are long term in nature. O
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CORN PROCESSING

>

Operating Profit
$ in millions

2000 2003 2004

-
Percent of Total
Operating Profit

ADM

As the world's largest corn processor, ADM benefits from growing demand for this versatile crop. With
seven major processing facilities across North America, the Company offers farmers ample
opportunity to gain added value from their harvest. By developing new products, we expand market

opportunities and maximize our ability to shift production among several value streams.

Corn is milled into starch, oil, gluten feed and gluten meal. Oil is processed to create products such
as salad oil and cocking oils, while the starch that makes up over half of each bushel of corn is
processed into a variety of sweeteners or fermented to yield ethanol or a broad line of food and

feed ingredients. Recently, ADM entered into & joint venture to convert starch into bakery yeast.

Sweeteners include high fructose corn syrup used in beverages and other food products. The
use of corn as a substitute for sugar-based sweeteners is already a well-established market in
North America. High fructose corn syrup is virtually identical to sugar in calories and flavor, making it

an attractive alternative to sugar in many applications.

Demand trends for corn sweeteners, along with sugar, carbohydrates and other foods, are likely
to be increasingly influenced by concern about health and nutrition around the world. ADM remains
committed to the use of corn-based sweeteners as a nutritionally appropriate ingredient in food

products. Meanwhile, we have flexibility to adapt to changing demand patterns, should they occur.

Primary Products Competitive Position
Sweeteners, including high fructose corn syrup.  World's largest corn processor with
Bioproducts, including ethanol used to increase largest market share in both high

octane in gasoline, and such specialty products fructose corn syrup and ethanol.
as feed additives (lysine, threonine), and citric
acid.
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Key Developments

® Sweetener market exhibits moderate growth and pricing strength, L { ol
despite slow growth in end-use markets, Is W’d?’y adopted by beverage >

m High energy prices and implementation of environmental regulations companies and consumers alike

drive demand growth for ethanol across the United States, as their sweetener of choice.

W High protein meal prices drive strong demand for lysine and
threonine as feed additives.

W Full-year benefits obtained from fiscal 2003 acquisition and integration
of corn processor MCP, which was ADM’s largest acquisition.

ADM 2004 Annual Report




CORN PROCESSING

Ethanol production for vehicle fuels is an increasingly important component of the corn processing

business, with attractive long-term potential. As oil prices spiked during fiscal 2004, demand and

pricing for ethanol increased as well, leading to higher volumes and earnings for this renewable fuel,
At the same time, it's important to note that near-term oil price trends have a relatively small impact

on ethanol usage.

The primary drivers of ethanol demand are related to octane needs and environmental concerns.
Ethanol sales have increased as states and cities eliminate an alternative fuel additive, MTBE.

ADM has expanded its capacity to serve markets previously dependent on MTBE, including California,
New York, Connecticut and other key states. In some states, ethanol is blended into reformulated
gasoline to reduce carbon monoxide emissions. Ethanal is also blended with gasoline to increase

octane ratings.

Already the largest producer of ethanol in North America, ADM has balanced the production from its
mills and limited its expansion of ethanol capacity. Recent additions of capacity by farm cooperatives
have allowed the industry to meet the strong growth in demand. We expanded both our corn milling
and ethanol capacity in fiscal 2003 with the acquisition of Minnesota Corn Processors, a major corn
milling operation. Efficiencies and cost savings in fiscal 2004 continued a successful pattern of

synergies established a year earlier and assured our position as a low-cost producer of ethanol.

In addition to ethanol, bioproducts include a wide variety of food and feed ingredients. Lysine and
threonine are amino acids used as additives in poultry and swine feeds, while astaxanthin provides
the pink color for farm-raised salmon. High prices of protein meal in fiscal 2004 helped increase both
the demand and pricing of lysine and threonine as feed ingredients. Xanthan gum, maltodextrin, and
lactic acid also address specific market segments. Citric acid is produced and sold as an acidulant for
food and other products. This broad array of bioproducts offers attractive opportunities to expand the

value stream from corn and increase incremental returns on capital for ADM.

ADM 2004 Annual Report
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OTHER FOOD AND FEED INGREDIENTS

ADM

ADM’s food and feed ingredients demonstrate the full range of capabilities that make ADM

the essential link in the food chain. Effective and disciplined investment in fixed assets, research

and development and customer relationships are key drivers of opportunity and profitability in

these markets.

After several years of investment and consolidation, ADM has emerged as the world's leading
processor of cocoa. From sourcing and processing facilities on five continents, we deliver cocoa
powder, liquor, butter, chocolate blocks and private-label chocolate products to customers around

the world.

To maximize growth opportunities, ADM focuses increasingly on additional services and relationship
builders that connect the Company more closely to existing customers and attract new customers to
our network. Beyond specific product formulations, customer loyalty is based on timely and consistent

delivery, quality assurance, research coordination, ongoing service and support.

Operating Profit
$ in millions

The same factors apply in the wheat processing business. ADM’s 46 facilities in the United States,
Caribbean, Canada and United Kingdom produce wheat flour for commercial bakeries, food
companies, food service firms and retailers. ADM responds to market demands, in some cases,

by developing custom blends, including high-protein flours, for specific customers.

2000 2003 2008

Primary Products Competitive Position
Cocoa, wheat flour, food ingredients One of the world's largest

(soy concentrates and isolates), nutraceuticals processors of cocoa and wheat,
(phytosterols, natural source Vitamin-E) with growing penetration of niche
and industrial products. markets for food ingredients and

industrial additives derived from
agricultural products.

Percent of Total
Operating Profit
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m Cocoa revenue and profitability grow as
industry capacity is rationalized and ADM 1
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m \Wheat flour margins recover from depressed
levels of fiscal 2003.

m Low-carbohydrate diets increase demand for
protein specialty products.
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OTHER FOOD AND FEED INGREDIENTS

Wheat flour demand per capita has fallen in each of the past three years, a trend linked to longer

shelf lives for baked goods and recent emphasis on low-carbohydrate, high-protein diets. Although

low-carbohydrate diets can reduce demand for wheat flour, they also can drive higher sales of foods
containing high-protein soy ingredients, as well as livestock fed with high-protein animal feeds

containing soy mea! or corn supplemented with lysine and threonine.

Specialty products and ingredients derived from soybeans include soy concentrates (70% protein)
and soy isolates (90% protein) that are used as functional and nutritional enhancements in

a wide variety of food products. In addition, ADM has developed high-protein wheat isolates that are
used in high-protein flours, a small but attractive niche as bakeries and food service companies focus
on high-protein, reduced carbohydrate fare. Also, ADM produces isoflavones, natural source Vitamin E

and phytosterols used in dietary supplements.

Specialty food ingredients represent attractive long-term opportunities for enhancing the value of

nature. Each specialty product enhances the value of agriculture by increasing the total value derived
from a single crop. Although these high-value products are produced in relatively small volumes when
compared with oilseeds, sweeteners and ethanol, each offers intriguing opportunities to move up the

value chain as markets develop and production efficiencies are enhanced.

ADM 2004 Annual Report
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Chocolate, the world's
favorite flavor, is delivered

consistently to millions of
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facilities. As the world'’s
largest cocoa processor,
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nies, bakeries and other
food manufacturers.




AGRICULTURAL SERVICES

Operating Profit
$ in millions

2002 2003 2004

Percent of Total
Operating Profit

g

ADM

ADM enhances the value of agricultural products through a complex global network of elevators,
terminals, warehouses and port facilities that link ADM to its customers and to our own processing
plants, ADM has an unparalleled system of trucks, railcars, barges, containers, and vessels. The
Company's 20,000 railcars comprise one of the largest railroad fleets in the United States, while more

than 500 storage and distribution facilities make ADM one of the largest logistics firms in the world.

While ADM’s processing facilities add one type of value to farm products, our agricultural services

network creates the essential physical link between producers and customers. ADM collects and

stores crops at elevators and silos, moves these commodities to hundreds of ADM processing facilities
and delivers products to customers across the globe. Agricultural Services is committed to sourcing
whatever the customer needs, from anywhere on the globe, and delivering the product wherever and
whenever it is needed. This commitment can only be fulfilled through a global multimodal network.
ADM's unigue transportation and logistics system increasingly delivers a broad array of bulk

commodities and bagged specialty products to customers.

Agricultural Services offers an unbroken chain of control for customers who seek traceability,
specified guality, or individual product characteristics. In order to ensure product safety and
security, ADM can preserve the identity of farm products from the farmer’s field to delivery, yielding
single-source assurance for the customer. Identity preservation in todays marketplace presents

value that can lead to increased customer reliance on ADM’s Agricultural Services network.

Primary Products Competitive Position

Sourcing and distribution of raw agricultural One of the world's largest networks

materials from over 500 origination facilities of grain and oilseed origination,

and distribution of products from ADM’s storage and transportation facilities,

processing facilities to a global network including more than 20,000 railcars,

of customers. 1,500 tractor/traiters and 2,000
barges.
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As ADM expands its global
network of facilities, our

Key Developments
m Continued consolidation of both agricultural
production among larger farms and

distribution to a smaller number of large food
processors.

m Repositioning of assets to increase efficiency
and improve service levels.




AGRICULTURAL SERVICES

ADM 2004 Annual Report

At both ends of the distribution network, consolidation is the rule, as increasingly larger farms fill the
demands of a smaller number of diversified food companies. Large food companies are increasingly
likely to deal directly with global agriprocessors, like ADM, that have the proven capability to deliver
quality and quantity on a timely basis. At the same time, large farming enterprises prefer to deal with
elevators and distribution systems that can accommodate a large influx of harvested crop within a

short time frame and provide a range of services to facilitate their business operations.

Each of these trends favors larger companies that can accommodate the full array of product
needs and service requirements for increasingly larger customers. In the face of customer
consolidation, specific assets must be expanded to handle larger quantities at a single location,
with more precise sourcing and delivery schedules. Reliability and predictability of service, both
hallmarks of ADM, become increasingly important as competitive issues that will benefit the

company over the long term.

Benefits can accrue over the short term as well. In a highly volatile market environment during
fiscal 2004, ADM's ability to maintain supplies and delivery schedules helped build customer loyalty

and reliance.

At the same time, ADM's focus on efficient use of capital is reflacted in the use of external
transportation fleets and facilities to fill surge demand requirements. ADM's owned and leased
facilities and fleets accommodate most of the Company's needs, but the Company both buys and

sells capacity as needed to balance capital costs with capacity utilization. O

ADM
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PERATIONS AND
CONDITION - JUNE
COMPANY OVERVIEW

The Company is principally engaged in procuring, transporting,
storing, processing and merchandising agricultural commodities
and products. The Company's operations are classified into three
reportable business segments: Oilseeds Processing, Corn
Processing, and Agricultural Services. Each of these segments is
organized based upon the nature of products and services offered.
The Company's remaining operations are aggregated and
classified as Other.

The Oilseeds Processing segment includes activities related to
processing oilseeds such as soybeans, cottonseed, sunflower
seeds, canola, peanuts, and flaxseed into vegetable oils and meals
principally for the food and feed industries. In addition, oilseeds
may be resold into the marketplace as a raw material for other
processors. Crude vegetable oil is sold “as is” or is further
processed by refining, bleaching, and deodorizing into salad ails.
Salad oils can be further processed by hydrogenating and/or
interesterifying into margarine, shortening, and other food
products. Partially refined oil is sold for use in chemicals, paints,
and other industrial products. Oilseed meals are primary
ingredients used in the manufacture of commercial livestock and
poultry feeds.

The Corn Processing segment includes activities related to the
production of syrups, starches, dextrose, and sweeteners for the
food and beverage industry as well as activities related to the
production, by fermentation, of bioproducts such as alcohol, amino
acids, and other specialty food and feed ingredients.

The Agricultural Services segment utilizes the Company's extensive
grain elevator and transportation network to buy, store, clean, and
transport agricultural commadities, such as oilseeds, corn, wheat,
milo, oats, and barley, and resells these commodities primarily as
feed ingredients and as raw materials for the agricultural
processing industry. Agricultural Services' grain sourcing and
transportation network provides reliable and efficient services
to the Company's agricultural processing operations. Also included
in Agricultural Services are the activities of A.C. Toepfer
International, a global merchandiser of agricultural commodities
and processed products.

Other includes the Company's remaining operations, consisting
principally of food and feed ingredient businesses and financial
activities. Food and feed ingredient businesses include wheat
processing with activities related to the production of wheat flour;
cocoa processing with activities related to the production of
chocolate and cocoa products; the production of natural health
and nutrition products; and the production of other specialty food
and feed ingredients. Financial activities include banking, captive
insurance, private equity fund investments, and futures commission
merchant activities.

Page 23

MENT’S DISCUSSION OF
FINANCIAL

30, 2004

Operating Performance Indicators and Risk Factors

The Company is exposed to certain risks inherent to an
agricultural-based commedity business. These risks are further
described in the "Critical Accounting Policies” and “Market Risk
Sensitive Instruments and Positions” sections of "Management's
Discussion of Operations and Financial Condition.”

The Company's Qilseeds Processing, Agricultural Services, and
Wheat Processing operations are agricultural commodity-based
businesses where changes in segment selling prices move in
relationship to changes in prices of the commodity-based
agricultural raw materials. Therefore, agricultural commodity price
changes have relatively equal impacts on both net sales and cost
of products sold and minimal impact on the gross profit of
underlying transactions. As a resuft, changes in net sales amounts
of these business segments do not necessarily correspond to the
changes in gross profit realized by these businesses.

The Company's Corn Processing operations and certain other food
and feed processing operations also utilize agricuitural
commodities (or products derived from agricultural commedities)
as raw materials. In these operations, agricultural commodity price
changes can result in significant fluctuations in cost of products
sold and such price changes cannot necessarily be passed directly
through to the selling price of the finished products. For products
such as ethanol, selling prices bear no direct relationship to the
raw material cost of the agricultural commodity from which it is
produced, but are related to other market factors, such as gasoline
prices, not associated directly with agricultural commodities.

The Company conducts its business in many foreign countries. For
many of the Company's subsidiaries located outside the United
States, the local currency is the functional currency. Revenues and
expenses denominated in foreign currencies are translated into
U.S. dollars at the weighted average exchange rates for the
periods. Fluctuations in the exchange rates of primarily the euro
and British pound as compared to the U.S. dollar will result in
corresponding fluctuations in the relative U.S. dollar value of the
Company's revenues and expenses. The impact of these currency
exchange rate changes, where significant, is discussed below.

The Company measures the performance of its business segments
using key operating statistics such as segment operating profit and
return on fixed capital investment. The Company's operating
results can vary significantly due to changes in unpredictable
factors such as weather conditions, plantings, government
(domestic and foreign) farm programs and policies, changes in
global demand resulting from population growth and changes in
standards of living, and global production of similar and
competitive crops. Due to these factors, the Company does not
provide forward-looking information in “Management's Discussion
of Operations and Financial Condition.”

2004 Annual Report




MANAGEMENT’S DISCUSSION OF
OPERATIONS AND FINANCIAL
CONDITION - JUNE 30, 2004 (conTiNUED)

2004 COMPARED TO 2003

As an agricultural-based commodity business, the Company is
subject to a variety of market factors which affect the Company's
operating results. During 2004, significant volatility occurred in
global oilseeds markets principally due to reduced oilseed crop
sizes in all major growing areas of the world as a result of
unfavorable weather conditions. Reduced oilseed crop sizes,
combined with continued growth and demand for protein and
vegetable oil in Asia, resulted in increased prices for soybeans and
shortages of shipping capacity. Despite record high ocilseed price
levels, demand for protein meal and vegetable oil in North America
remained strong. Reduced oilseed crop sizes and imports of
protein meal from South America adversely impacted European
crushing capacity utilization and margins. In addition, crushing
industry overcapacity in South America negatively affected South
American oilseed crushing margins.

Ethanol continued to experience strong demand due to additional
states replacing the use of recently-banned MTBE as a gasoline
additive. Record crude oil prices also contributed to good demand
for ethanol and helped support ethano! price levels. High oilseed
price levels resulted in livestock producers feeding animals
increased amounts of corn gluten meal and distillers dried grains
in lieu of higher-priced protein meal. The use of corn-based feeds,
supplemented with lysine to balance the amino acid profile,
resulted in increases in demand and average selling prices of
lysine. Additionally, the improvement in global equity markets
during 2004 favorably impacted holders of investments in
marketable equity securities and private equity funds.

In June 2004, the Company entered into a settlement
agreement related 10 a class action lawsuit involving the sale of
high-fructose corn syrup pursuant to which the Company will pay
$400 million, which amount has been accrued in the consolidated
financial statements.

Net eamnings for fiscal 2004 increased principally due to improved
Corn Processing and Agricultural Services operating results and
improved results of the Company’s food and feed ingredient
operations. Net earnings also increased due to a $115 million
increase in equity in earnings of unconsolidated affiliates primarily
due to improved valuations of the Company's private equity
fund investments. Net earnings also include a $21 million gain
from an insurance-related lawsuit pertaining to the flood of 1993,
These increases were partially offset by the fructose litigation
settlement expense of $400 miflion and a $51 million charge
for abandonment and write-down of long-lived assets. Last
year's results included a $28 million gain from partial settlement
of the Company's claims related to vitamin antitrust litigation
and & $13 million charge for abandonment and write-down of
long-lived assets.
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The $51 million and $13 million charge in 2004 and 2003,
respectively, for abandonment and write-down of long-lived assets
primarily represents the write-down of abandoned idle assets to
their estimated salvage values.

The comparability of the Company's operating results to the prior
year is affected by the following acquisitions completed during
fiscal 2003

On September 6, 2002, the Company acquired all of the
outstanding Class A units of MCP, an operator of corn wet-milling
plants in Minnesota and Nebraska. These Class A units represented
70% of the outstanding equity of MCP. Prior to September 6,
2002, the Company owned non-vating Class B units, which
represented the remaining 30% of the outstanding equity of
MCP. The Company paid cash of approximately $382 million for
the outstanding Class A units and assumed $233 million of MCP
long-term debt. The operating results of MCP are included in
the Company’s Corn Processing segment based on the equity
method of accounting until acquisition date and on a consolidated
basis thereafter.

The Company acquired six flour mills located in the United
Kingdom from Associated British Foods plc (ABF} on February 24,
2003.The Company paid cash of approximately $96 million for the
assets and inventories of the ABF mills. The operating results of the
ABF mills since the acquisition date are included in the Company’s
Other segment.

Prior to April 7, 2003, the Company owned 28% of the
outstanding shares of Pura plc (Pura), a United Kingdom-based
company that processes and markets edible oil. On April 7, 2003,
the Company acquired the remaining outstanding shares of Pura
for cash of approximately $58 million. The operating results of Pura
are included in the Company’s Oilseeds Processing segment and
were accounted for on the equity method of accounting until
acquisition date and on a consolidated basis thereafter,

Analysis of Statements of Earnings

Net sales and other operating income increased 18% to
$36.2 billion principally due to higher average selling prices of
merchandised agricultural commodities and commodity-based
oilseeds finished products and, to a lesser extent, increased sales
volumes of ethanol, and $761 million of net sales related to
recently-acquired businesses. In addition, net sales and other
operating income increased $1.5 billion, or 5%, due to currency
exchange rate fluctuations. These increases were partially offset by
reduced sales volumes of soybeans and commodity-based oifseeds
finished products due primarily to the short soybean supply in
North America. ’
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Net sales and other operating income are as follows:

2004 2003 Change
(in thousands)
QOilseeds Processing ......... $12,049,250 § 9,773,379 $2,275.871
Corn Processing
Sweeteners and Starches ... 1,736,526 1,395,087 341,439
Bioproducts ............. 2,268,655 1,663,599 605,056
Total Corn Processing ... 4,005,181 3,058,686 946,495
Agricultural Services ........ 15,638,341 13,557,946 2,080,395
Other
Food and Feed Ingredients .. 4,386,246 4,223,664 162,582
Financial ............... 72,376 94,358 {21,882
Total Other ........... 4,458,622 4,318,022 140,600
Total ...t $36,151,394 930,708,033  $5,443,361

Oilseeds Processing sales increased 23% to $12.0 billion primarily
due to higher average selling prices of soybeans, vegetable oil,
protein meal and, to & lesser extent, the recently acquired Pura
operations. These increases were partially offset by lower sales
volumes of protein meal. The fluctuations in average selling prices
and sales volumes were primarily due to rising oilseed commodity
price levels due to a short oilseed supply in the United States,
the impact of last summer's drought in Europe, and increased
demand in China for ocilseeds. Corn Processing sales increased
31% to $4 billion principally due to increased hioproducts sales
and, to a lesser extent, increased sales of sweetener and starch
products and the recently-acquired MCP operations. The increase
in bioproducts sales is principally due to increased selling volumes
of ethanol and, to a lesser extent, increased selling prices of lysine.
The ethanol sales volume increase was principally due to increased
demand from gasoline refiners in the northeastern United States
as a result of various states reformulating gasoline blends by using
ethanol to replace recently-banned MTBE. Agricultural Services
sales increased 15% to $15.6 billion primarily due to higher
average commodity prices, partially offset by lower oilseed sales
volumes resulting from the short supplies. Other sales increased
3% to $4.5 billion principally due to the sales attributable to the
recently-acquired ABF mills.

Cost of products sold increased $5.0 billion to $34.0 billion
primarily due to higher average costs of merchandised agricultural
commodities. These increases were partially offset by reduced
selling volumes of soybeans due primarily to the short soybean
supply in North America. Manufacturing costs increased
$424 million from prior year levels primarily due to $50 million of
costs related to recently-acquired businesses, $165 million of
increased energy-related costs, $44 million of increased personnel-
related costs, and a $51 million charge for abandonment and
write-down of long-lived assets. In addition, cost of products
sold increased $1.4 billion due to currency exchange rate
fluctuations. Last year’s cost of products sold includes a
$13 million charge for abandonment and write-down of long-lived
assets and a 328 million credit from partial settlement of the
Company's claims related to vitamin antitrust litigation.
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Selling, general, and administrative expenses increased
$454 million to $1.4 billion principally due to the fructose
litigation settlement expense of $400 million. Other increases
include $22 million of costs related to recently-acquired businesses
and $26 million due to currency exchange rate fluctuations. In
addition, the prior year included $11 million of costs related to the
Company's settlement with the EPA. Excluding the effects of these
changes, the remaining increase was primarily due to increased
employee-related costs, including pension costs.

Other expense decreased $120 million to $28 million due primarily
to $24 million of gains realized on marketable securities
transactions and a $115 million increase in equity in earnings of
unconsolidated affiliates, partially offset by last year's gain on the
sale of redundant assets. The increase in equity in earnings of
unconsolidated affiliates is primarily due to an improvement in
valuations of the Company's private equity fund investments.
interest expense decreased principally due to lower average
interast rates. Investment income decreased principally due to
lower average invested balances.

Operating profit is as follows:

2004 2003 Change
{In thousands)
Oilseeds Processing ............ $ 290,732 § 337,089 $ (46,357)
Corn Processing
Sweeteners and Starches . ... .. 318,369 228,227 90,142
Bioproducts ................ 342,578 130,473 212,105
Total Corn Processing . ... .. 660,947 358,700 302,247
Agricultural Services ............ 249,863 92,124 157,739
Other
Food and Feed Ingredients .. ... 260,858 212,567 48,351
Financial ............. ... 98,611 9,492 89,119
Total Other .............. 359,469 221,999 137,470
Total Segment Operating Profit . 1,561,011 1,009,912 551,099
Corporate ...t (843,000) (378,939)  (464,061)
Earnings Before Income Taxes .. $ 718,011  § 630,973 § 87,038

Oilseeds Processing operating profit decreased 14% to
$291 million due primarily to lower oilseed crush margins in
Europe and South America, partially offset by improved oilseed
crush margins in North America. In addition, Chinese contract
defaults in the fourth quarter of 2004 had a significant impact on
global oilseed markets and negatively impacted oilseed processing
profits. European crush margins were weaker, as imported oilseed
products from South America resulted in lower capacity utilization
in Europe. In Brazil, capacity utilization was reduced to better
balance supply and demand. The improved crush margins in North
America are primarily due to continued strong demand for
vegetable oils and protein meals. Operating profits include a
charge of $4 million and $7 million for abandonment and
write-down of long-lived assets in 2004 and 2003, respectively.

Corn Processing operating profits increased $302 million to
$661 million due primarily to increased bioproducts sales volumes
and average selling prices and, to a lesser extent, higher average
selling prices of sweeteners and starches. The increase in
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bioproducts sales velumes is primarily due to the aforementioned
increased ethanol demand from gasoline refiners in the
northeastern United States. The increase in bioproducts average
selling prices is principally due to increased demand for lysine from
poultry and swine producers. Lysine is used in swine and poultry
diets to replace protein meal and balance the amino acid profile.
The demand for lysine is also driven by the relationship between
the price of protein meal and the price of corn. Operating profits
for 2004 include a $15 million gain from an insurance-related
lawsuit pertaining to the flood of 1993 and a $15 million charge
for abandonment and write-down of long-lived assets,

Agricultural Services operating profits increased $158 million to
$250 million due principally to improved global grain
merchandising results and, to a lesser extent, improved domestic
grain origination operating results. The record United States corn
crop and large wheat crop provided the Company with the
opportunity for solid storage, transportation, origination and
marketing profits. In addition, regional production imbalances,
caused principally by the drought in Europe, allowed the Company
to more fully utilize its grain infrastructure and merchandising
capabilities. Strang worldwide demand for grains and feedstuffs
also favorably impacted operating profits. Operating profits
for 2004 include a $5 million charge for abandonment and
write-down of long-lived assets and a $2 million gain from an
insurance-related lawsuit pertaining to the flood of 1993.

Other operating profits increased $137 million to $353 million.
Other — financial increased $89 million principally due to improved
valuations of the Company's private equity fund investments.
Other — food and feed ingredient operating profits increased
$48 million principally due to improved wheat and cocoa
processing operations. Wheat Processing results improved due
principally to a higher-quality wheat crop, which imoroved flour
milling yields. The prior year's wheat crop was of lower milling
quality due to the drought conditions in the midwestern United
States. Cocoa operations improved due to continued strong
demand from the chacolate and baking industries for cocoa butter
and cocoa powder. Other — food and feed ingredient operating
profits include a $13 million and $6 million charge for
abandonment and write-down of long-lived assets in 2004 and
2003, respectively. Last year's food and feed ingredient results
include a $28 million gain from the partial settlement of the
Company's claims related to vitamin antitrust litigation,

Corporate expense increased $464 million to $843 million
primarily due to the fructose litigation settlement expense of
$400 million, a $104 million increase in FIFC to LIFO inventory
valuation adjustments, and a $14 million charge for abandonment
and write-down of long-lived assets, partially offset by a
$21 million increase in gains on marketable security transactions
and 34 million of interest received from the insurance-related
lawsuit pertaining to the flood of 1993.
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income taxes increased due to increased pretax earnings and, to a
lesser extent, an increase in the Company’s effective tax rate, The
Company'’s effective tax rate was 31.1% in 2004 as compared to
28.5% in the prior year. The increase in the effective rate is
principally due to changes in the mix of pretax earnings among tax
jurisdictions and increased state income taxes.

2003 COMPARED TO 2002

During 2003, poor crop conditions in North America resulting from
drought conditions in the midwestern United States reduced crop
sizes and quality. As a result, oilseed prices increased and the short
supply of ocilseeds adversely affected oilseed crushing margins in
North America. Poor crop conditions also reduced wheat flour
milling yields and margins, the quantity of grain available for
United States grain origination and trading activities, and
increased corn costs which adversely affected operators of wet
corn milling facilities. Increased demand from China for oilseeds
and oilseed products favorably impacted South American exporters
of these products. Ethanol experienced strong demand as
California gasoline refiners replaced recently-banned MTBE as a
gasoline additive. Additionally, continued industry rationalization
in Europe of cocca processing capacity improved margins for
processors of cocoa butter and cocoa powder.

Net earnings for fiscal 2003 decreased due principally to reduced
North American and European oilseed crush volumes and margins,
reduced operating results of Agricuttural Services and Wheat
Processing operations due to poor crop conditions in North
America, and a reduction in the gain from the settlement of
vitamin antitrust litigation. The Company recognized a $28 million
gain from the vitamin settlements in 2003 as compared to a gain
of $147 million in 2002. In addition, 2002 results include a
$37 million gain on marketable securities transactions. These
decreases were partially offset by improved Corn Processing and
Cocoa Processing operating results. Net earnings include a charge
of $13 million and $83 million for abandonment and write-down
of long-lived assets in 2003 and 2002, respectively.

The $13 million and $83 million charge in 2003 and 2002,
respectively, for abandonment and write-down of long-fived assets
primarily represents the write-down of abandoned idle assets to
their estimated salvage values. In addition, the 2002 impairment
charge included a write-down to fair value of assets that were
intended for use in a new product line.

The comparability of the Company’s 2003 operating results to the
prior year is affected by the MCP, ABF mills, and Pura acquisitions
completed during fiscal 2003, as described above. During 2002,
the Company acquired control of A.C. Toepfer international by
increasing its ownership to 80% and began consolidating the
operations of A.C. Toepfer international. Prior to 2002, the
Company accounted for A.C. Toepfer International on the equity
method of accounting.
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Analysis of Statements of Earnings

Net sales and other operating income increased 36% to
$30.7 billion principally due to recently-acquired Corn Processing
and Agricultural Services operations and, to a lesser extent,
increased sales volumes and higher average selling prices of
commodity-based oilseeds finished products and South American
exports of oilseeds.

Net sales and other operating income are as follows:

2003 2002 Change
(in thousands) '
Oilseeds Processing . ......... $ 9773379 § 8155530  $1,617,849
Corn Processing
Sweeteners and Starches ... 1,395,087 1,049,785 345,302
Bioproducts .............. 1,663,599 1,356,121 307,478
Total Corn Processing . . . .. 3,058,686 2,405,906 652,780
Agricultural Services .......... 13,557,946 8,280,078 5,277,868
Other
Food and Feed Ingredients ... 4,223,664 3,709,693 513,971
Financial ................ 94,358 60,687 33,671
Total Other ............. 4,318,022 3,770,380 547,642
Total ... $30,708,033 322,611,894  $8,096,139

Oilseeds Processing sales increased 20% to $9.8 billion principally
due to increased sales volumes and higher average selling prices.
These increases were primarily due to increased South American
exports of oilseeds and oilseed products, and overall higher
average vegetable oil and protein meal selling prices resulting
from good demand and higher commodity price levels. Corn
Processing saies increased 27% to $3.1 billion primarily due to the
recently-acquired MCP operations and, to a lesser extent,
increased bioproducts sales volumes. Bioproducts increased sales
volumes were principally due to ethanol sales volume increases
resulting from increased demand from California gasoline refiners
and, to a lesser extent, increased sales volumes of lysine,
Agricultural Services sales increased $5.3 billion to $13.6 billion
due principally to the recently-acquired operations of A.C. Toepfer
International and to increased commodity price levels, Other sales
increased 15% to $4.3 hillion primarily due to higher average
selling prices of cocoa and wheat flour products and, to a lesser
extent, higher sales volumes of wheat flour products. The increase
in average selling prices of cocoa products was principally due to
improved demand for cocoa butter and cocoa powder. The increase
in average selling prices of wheat flour products was principally
due to higher commodity price levels resulting from the drought
conditions in the midwestern United States.

Cost of products sold increased $8.1 billion to $29.0 billion
principally due to recently-acquired businesses and, to a lesser
extent, increased sales volumes and higher average costs of
merchandised agricultural commodities. Excluding the impact of
recently-acquired businesses, manufacturing costs were relatively
unchanged from prior year levels. Cost of products sold includes a
$13 million and an $83 million charge for abandonment and
write-down of long-lived assets in 2003 and 2002, respectively. In
addition, cost of products sold includes a $28 million and a
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$147 million credit from partial settlement of the Company’s
claims related to vitamin antitrust litigation in 2003 and
2002, respectively.

Selling, general and administrative expenses increased
$121 million to $948 million due principally to recently-acquired
Corn Processing and Agricultural Services operations and, to a
lesser extent, increased personnel-related expenses, penalties and
supplemental environmental projects associated with the
Company's EPA settlement, and general cost increases.

Other expense increased $11 million to $148 million principally
due to a reduction in realized gains on securities transactions,
partially offset by a gain on the sale of redundant assets. Gains on
securities transactions in the prior year consisted of a $56 million
gain from the sale of IBP, Inc. shares, partially offset by the write-
off of the Company's investments in the Rooster and Pradium
e-commerce ventures.

Operating profit is as follows;

2003 2002 Change
(In thousands)
Qilseeds Processing . ............ $ 337,089 § 387,960 $(50,871)
Corn Processing
Sweeteners and Starches .. ... .. 228,227 34,248 193,979
Bioproducts . ......... ... 130,473 157,328 (26.855)
Total Corn Processing . ... ... 358,700 191,576 167,124
Agricultural Services ........... .. 92,124 169,593 (77,469)
Other
Food and Feed Ingredients ... ... 212,507 275,841 (63,334)
Financial ................... 9,492 14,850 (5,358)
Total Other .. .............. 221,999 290,691 (68,692)
Total Segment Operating Profit. .. 1,009,912 1,039,820 {29,908)
Corporate ... (378,939) (320,883) (58,056)
Earnings Before Income Taxes . ... $ 630,973 § 718937  §(87,964)

Oilseeds Processing operating profits decreased 13% to
$337 million due primarily to lower North American and European
oilseed crush volumes and margins partially offset by improved
operating results of the Company's South American and Asian
oilseed operations. Although average selling prices for vegetable
oil increased and protein meal average prices and demand
improved, oilseed crush margins in North America and Europe
were negatively impacted by higher oilseed costs. Operating profits
include a charge of §7 million and $23 million for abandonment
and write-down of long-lived assets in 2003 and 2002,
respectively.

Corn Processing operating profits increased $167 million to
$359 million primarily due to improved sweetener and starches
results principally due to increased sweetener sales volumes, the
recently-acquired MCP operations, and improved results of the
Company's Eastern European starch venture. Bioproducts results
decreased 17% principally due to reduced operating results of
the Company's citric acid operations. 2002 operating profits
include a $51 million charge for abandonment and write-down of
long-lived assets.
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Agricultural Services operating profits decreased $77 million to
$92 million due to reduced operating results of the Company's
global grain merchandising operations, domestic grain origination
operations, and barge transportation operations. Grain origination
and merchandising operating results declined as a result of the
reduced crop size caused by the drought conditions in the
midwestern United States. In addition, lower freight rates, higher
fuel costs, and low river water conditions in the midwestern United
States resulted in reduced operating results of the Company’s
barge transportation operations.

Other operating profits decreased 24% to $222 million principally
due to reduced food and feed ingredient operating results due to
a reduction in the gain from the partial settlement of vitamin
antitrust litigation and reduced operating results of the Company's
wheat processing and protein specialties operations. The Company
recognized a $28 million gain from the vitamin settlements in
2003 as compared to a $147 million gain during the prior year. The
decrease in the Company's Wheat Processing operations was
principally due to lower flour milling yields due to a lower-quality
wheat crop resulting from the drought conditions in the United
States. These decreases were partially offset by improved results of
cocoa operations as improved demand for cocoa butter and cocoa
powder resulted in increased margins. In addition, improved
results of the Company’s Gruma corn flour ventures contributed to
the increase in profits. Operating profits include
a charge of $6 million and $9 million for abandonment and
write-down of long-lived assets in 2003 and 2002, respectively.

Corporate expense increased $58 million to $379 million
principally due to a $37 million reduction in realized gains on
securities transactions and a $13 million increase in FIFO to LIFO
inventory valuation adjustments, partially offset by a gain on the
sale of redundant assets. Gains on securities transactions in the
. prior year consisted of & $56 million gain from the sale of IBP, Inc.
shares, partially offset by the write-off of the Company’s
investments in the Rooster and Pradium e-commerce ventures.

Income taxes decreased due to lower pretax earnings and a
reduction in the Company's effective tax rate. The Company's
 effective tax rate was 28.5% in 2003 as compared to 28.9% in the
prior year. The prior year effective tax rate includes a $26 million
reduction in taxes resulting from the resolution of various
outstanding state and federal tax issues. The Company’s effective
tax rate, excluding the effect of the aforementioned tax credit, was
approximately 33% in 2002. The reduction in the Company's
effective tax rate for 2003 is due to foreign tax benefits realized as
a result of foreign tax planning initiatives implemented at the
beginning of 2003. In addition, the Company’s effective tax rate
for 2003 reflects the impact of no goodwill amortization, which
was not deductible for tax purposes.
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LIQUIDITY AND CAPITAL RESOURCES

At June 30, 2004, the Company continued to show substantial
liquidity with working capital of $3.6 billion and a current ratio,
defined as current assets divided by current liabilities, of 1.5.
Included in this $3.6 billion of working capital is $575 million of
cash, cash equivalents, and short-term marketable securities as
well as $3.2 hillion of readily marketable commodity inventories.
Cash generated from operating activities totaled $33 million for
the year compared to $1.1 billion last year. This decrease was
primarily due to an increase in working capital requirements due
principally to the impact of increased prices of commodity-based
agricultural raw materials. Cash used in investing activities
decreased $485 million for the year to $574 million due primarily
to decreased investment in net assets of businesses acquired. Cash
generated from financing activities was $316 million. Purchases of
the Company’s common stock decreased $97 million to $4 million.
Borrowings under line-of-credit agreements were $484 million in
2004 compared to borrowings of $282 million in 2003 due to
requirements to fund higher levels of working capital due to
increased commodity prices.

Capital resources were strengthened as shown by the increase in
the Company's net worth to $7.7 billion. The Company'’s ratio of
long-term debt to total capital (the sum of the Company's long-
term debt and shareholders’ equity) decreased to 33% at June 30,
2004 from 35% at June 30, 2003. This ratio is a measure of the
Company's long-term liquidity and is an indicator of financial
flexibility. Commercial paper and commercial bank lines of credit
are available to meet seasonal cash requirements. At June 30,
2004, the Company had $1.8 billion outstanding and an
additional $2.7 billion available under its commercial paper and
bank lines of credit programs. Standard & Poor’s and Moody's rate
the Company's commercial paper as A-1 and P-1, respectively, and
rate the Company’s long-term debt as A+ and A1, respectively. In
addition to the cash flow generated from operations, the Company
has access to equity and debt capital through numerous
alternatives from public and private sources in domestic and
international markets.

Contractual Obligations and Commercial Commitments
In the normal course of business, the Company enters into
contracts and commitments which obligate the Company to make
payments in the future. The table below sets forth the Company's
significant future obligations by time period. This table includes
commodity-based contracts entered into in the normal course of
business which are further described in the “Market Risk Sensitive
Instruments and Positions” section of “Management’s Discussion
of Operations and Financial Condition” and energy-related
purchase contracts entered into in the normal course of business.
Where applicable, information included in the Company’s
consolidated financial statements and notes is cross-referenced in
this table.
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Payments Due by Period

Contractual Note Less than 2-3 4-5 Over
Obligations Reference Total 1 Year Years Years 5 Years
(in thousands)

Purchases

IVeNtoTies e $ 9,395,518 $ 9,213,157 $ 176,966 § 539 $ —

Energy 659,574 281,166 329,742 41,649 7,017

Other 714,615 160,751 214,050 108,815 230,998

Total pUrchases L e 10,769,707 9,655,074 720,758 155,859 238,016

Short-term debt 1,770,512 1,770,512 — — —
Long-term debt NOote B ..o 3,835,977 148,751 208,063 109,280 3,369,883
Capital leases Note6 ... 64,693 12,044 27,191 17,364 8,094
Estimated interest payments .. ... 5,714,998 276,046 539,473 500,272 4,399,207
Operating leases Note 11 ..o 249,978 56,830 77,866 45,213 70,069
Total $22,405,865 $11,919,257 $1,573,351 $827,988 $8,085,269

At June 30, 2004, the Company estimates it will cost
approximately $514 million to complete construction in progress
and other commitments to purchase or construct property, plant,
and equipment. The Company is a limited partner in various private
equity funds which invest primarily in emerging markets that have
agriprocessing potential. At June 30, 2004, the Company's carrying
value of these limited partnership investments was
$418 million. The Company has future capital commitments
related to these partnerships of $156 million and expects the
majority of these additional capital commitments, if called for, to
be funded by cash flows generated by the partnerships.

In addition, the Company has also entered into debt guarantee
agreements, primarily related to equity-method investees,
which could obligate the Company to make future payments under
contingent commitments. The Company’s liability under these
agreements arises only if the primary entity fails to perform
its contractual obligation, If the Company is called upon
to make payments pursuant to these guarantees, the Company
has, for a majority of these agreements, a security interest
in the underlying assets of the primary entity. At June 30, 2004,
these debt guarantees total approximately $398 million.
Outstanding borrowings under these guarantees were
$311 million at June 30, 2004.

Critical Accounting Policies

The process of preparing financial statements requires
management to make estimates and judgments that affect the
carrying values of the Company's assets and liabilities as well as
the recognition of revenues and expenses. These estimates and
judgments are based on the Company's historical experience and
management’s knowledge and understanding of current facts and
circumstances. Certain of the Company's accounting policies are

Page

29

considered critical, as these policies are important to the depiction
of the Company's financial statements and require significant or
complex judgment by management. Management has discussed
with the Company's Audit Committee the development, selection,
disclosure, and application of these critical accounting policies.
There have been no significant changes in critical accounting
policies in the past year. Following are accounting policies
management considers critical to the Company's financial
statements.

Inventories and Derivatives

Certain of the Company’s merchandisable agricultural commodity
inventories, forward fixed-price purchase and sale contracts, and
exchange-traded futures and options contracts are valued at
estimated market values, These merchandisable agricultural
commodities are freely traded, have quoted market prices, and may
be sold without significant, additional processing. Management
estimates market value based on exchange-quoted prices, adjusted
for differences in local markets. Changes in the market values of
these inventories and contracts are recognized in the statement of
earnings as a component of cost of products sold. If management
used different methods or factors to estimate market value,
amounts reported as inventories and cost of products sold could
differ. Additionally, if market conditions change subsequent to
year-end, amounts reported in future periods as inventories and
cost of products sold could differ,

The Company, from time to time, uses derivative contracts to fix
the purchase price of anticipated volumes of commodities to be
purchased and processed in a future month. These derivative
contracts are designated as cash flow hedges. The change in the
market value of such derivative contracts has historically been, and
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is expected to continue to be, highly effective at offsetting changes
in price movements of the hedged item. Gains and losses arising
from open and closed hedging transactions are deferred in other
comprehensive income, net of applicable income taxes, and
recognized as a component of cost of products sald in the
statement of earnings when the hedged item is recognized. If it is
determined that the derivative instruments used are no longer
effective at offsetting changes in the price of the hedged item,
then the changes in the market value of these exchange-traded
futures contracts would be recorded in the statement of earnings
as a component of cost of products sold.

Employee Benefit Plans

The Company provides substantielly all domestic employees and
employees at certain international subsidiaries with pension
benefits. The Company also provides substantially all domestic
salaried employees with postretirement health care and life
insurance benefits. In order to measure the expense and funded
status of these employee benefit plans, management makes
several estimates and assumptions, including interest rates used to
discount certain liabilities, rates of return on assets set aside to
fund these plans, rates of compensation increases, employee
turnover rates, anticipated mortality rates, and anticipated future
health care costs. These estimates and assumptions are based on
the Company’s historical experience combined with management's
knowledge and understanding of current facts and circumstances.
The Company uses third-party specialists to assist management in
measuring the expense and funded status of these employee
benefit plans. If management used different estimates and
assumptions regarding these plans, the funded status of the plans
could vary significantly, and the Company could recognize different
amounts of expense over future periods.

Income Taxes

The Company frequently faces challenges from domestic and
foreign tax authorities regarding the amount of taxes due. These
challenges include questions regarding the timing and amount of
deductions and the allecation of income among various tax
jurisdictions. In evaluating the exposure associated with various
tax filing positions, the Company records reserves for probable
exposures. Deferred tax assets represent items to be used as tax
deductions or credits in future tax returns, and the related tax
benefit has already been recognized in the Company’s income
statement. Realization of these deferred tax assets reflects the
Company's tax planning strategies. Valuation allowances related to
these deferred tax assets have been established to the extent the
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realization of the tax benefit is not probable. Based on
management’s evaluation of the Company's tax position, it is
believed the amounts related to these tax exposures are
appropriately accrued. To the extent the Company were to
favorably resolve matters for which accruals have been established
or be required to pay amounts in excess of the aforementioned
reserves, the Company's effective tax rate in a given financial
statement period may be impacted.

Litigation Contingencies

As described in Note 15 to the Company's consolidated financial
statements, the Company is subject to various contingencies
related 1o legal proceedings. Management attempts to assess the
probahility and range of loss for such contingencies and accrues a
liability and/or discloses the relevant circumstances, as
appropriate. Management believes that any liability to the
Company that may arise as a result of currently pending legal
proceedings will not have a material adverse effect on the
Company's financial condition or results of operations.

Asset Abandonments and Write-Downs

The Company is principally engaged in the business of procuring,
transporting, storing, processing, and merchandising agricultural
commodities and products. This business is global in nature and is
highly capital-intensive. Both the availability of the Company's raw
materials and the demand for the Company's finished products are
driven by unpredictable factors such as weather, plantings,
government (domestic and foreign) farm programs and policies,
changes in population growth, changes in standards of living, and
production of similar and competitive crops. These aforementioned
unpredictable factors, therefore, may cause a shift in the
supply/demand dynamics for the Company's raw materials and
final products. Any such shift will cause management to evaluate
the efficiency and profitability of the Company’s fixed asset base in
terms of geographic location, size, and age of its factories. The
Company, from time to time, will also invest in equipment and
technology related to new, value-added products produced from
agricultural commodities and products. These new products are nat
always successful from either a commercial production or
marketing perspective. Management evaluates the Company's
property, plant, and equipment for impairment whenever
indicators of impairment exist. Assets are abandoned after
consideration of the ahility to utilize the assets for their intended
purpose, or to employ the assets in alternative uses, or sell the
assets to recover the carrying value. If management used different
estimates and assumptions in its evaluation of this fixed asset
base, then the Company could recognize different amounts of
expense over future periods.
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Valuation of Marketable Securities and Investments

in Affiliates

The Company classifies the majority of its marketable securities as
available-for-sale and carries these securities at fair value.
Investments in affiliates are carried at cost plus equity in
undistributed earnings. For publicly-traded securities, the fair value
of the Company's investments is readily available based on quoted
market prices. For non-publicly-traded securities, management'’s
assessment of fair value is based on valuation methodologies
including discounted cash flows and estimates of sales proceeds.
In the event of a decline in fair value of an investment below
carrying value, management may be required to determine if the
decline in fair value is other than temporary. In evaluating the
nature of a decline in the fair value of an investment, management
considers the market conditions, trends of earnings, discounted
cash flows, price multiples, trading volumes, and other key
measures of the investment as well as the Company's ability and
intent to hold the investment. When such a decline in value is
deemed to be other than temporary, an impairment 10ss is

recognized in the current period operating results to the extent of

the decline. See Notes 2 and 4 to the Company’s consolidated
financial statements for information regarding the Company’s
marketable securities and investments in affiliates, If management
used different estimates and assumptions in its evaluation of these
marketable securities, then the Company could recognize different
amounts of expense over future periods.

The Company is & limited partner in various private equity funds
which invest primarily in emerging markets that have agri-
processing potential. The Company accounts for these limited
partnerships using the equity method of accounting. Therefore, the
Company is recording in the consolidated statement of earnings its
proportional share of the limited partnerships’ net income or loss.
The limited partnerships value their investments at fair value. Thus,
unrealized gains and losses related to the change in fair value of
these investments are recorded in the limited partnerships’
statements of earnings. The valuation of these investments, as
determined by the general partner, can be subjective, and the
values may vary significantly in a short period of time. Some of the
factors causing the subjectivity and volatility of these valuations
include the illiquidity and minarity positions of these investments,
currency exchange rate fluctuations, less-regulated securities
exchanges, and the inherent business risks and limitations present
in the emerging market countries. The Company records the results
of these limited partnerships based on the information provided to
the Company by the general partner. Due to the subjectivity and
volatility in valuing these investments, the fair value of these
investments, and thus the Company’s results, could vary
significantly over future periods.
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MARKET RISK SENSITIVE INSTRUMENTS

AND POSITIONS

The market risk inherent in the Company's market risk sensitive
instruments and positions is the potential loss arising from adverse
changes in commodity futures prices as it relates to the Company's
net commodity position, marketable equity security prices, market
prices of limited partnerships' investments, foreign currency
exchange rates, and interest rates as described below,

Commaodities

The availability and price of agricultural commodities are subject to
wide fluctuations due to unpredictable factors such as weather,
plantings, government (domestic and foreign) farm programs and
policies, changes in global demand resulting from population
growth and changes in standards of living, and global production
of similar and competitive crops. To reduce price risk caused by
market fluctuations, the Company generally follows a policy of
using exchange-traded futures and options contracts to minimize
its net position of merchandisable agricultural commodity
inventories and forward cash purchase and sales contracts. The
Company will also use exchange-traded futures and options
contracts as components of merchandising strategies designed to
enhance margins. The results of these strategies can be
significantly impacted by factors such as the volatility of the
relationship between the value of exchange-traded commodities
futures contracts and the cash prices of the underlying
commodities, counterparty contracts defaults, and volatility of
freight markets. In addition, the Company from time to time enters
into futures contracts which are designated as hedges of specific
volumes of commodities that will be purchased and processed in a
future month. The changes in the market value of such futures
contracts have historically been, and are expected to continue to
be, highly effective at offsetting changes in price movements of the
hedged item. Gains and losses arising from open and closed
hedging transactions are deferred in other comprehensive income,
net of applicable taxes, and recognized as a component of cost of
products sold in the statement of earnings when the hedged item
is recognized.

A sensitivity analysis has been prepared to estimate the Company's
exposure to market risk of its daily net commodity position. The
Company’s daily net commodity position consists of inventories,
related purchase and sale contracts, and exchange-traded futures
contracts, including those contracts used to hedge portions of
production requirements. The fair value of such daily net
commodity position is a summation of the fair values calculated for
each commodity by valuing each net position at quoted futures
prices. Market risk is estimated as the potential loss in fair value
resulting from a hypothetical 10% adverse change in such prices.
Actual results may differ,
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MANAGEMENT’S D
OPERATIONS AND
CONDITION - JUNE
2004 2003
Fair Market Fair Market
Value Risk Value Risk
(in millions)
Highest long position ........... $754  $75 . $611 $61
Highest short position ... ........ 506 51 485 49
Average position long (short). . .. .. 31 3 51 5

The decrease in fair value of the average position for 2004
compared to 2003 was principally a result of a decrease in the
daily net commodity position partially offset by an increase in
quoted futures prices.

Marketable Equity Securities

Marketable equity securities, which are recorded at fair value, have
exposure to price risk. The fair value of marketable equity securities -
is based on quoted market prices. Risk is estimated as the potential
loss in fair value resulting from a hypothetical 10% adverse
change in quoted market prices. Actual results may differ.

2004 2003

(in miflions}
Fairvalue ... $773  $519
Market risk ..o 77 52

The increase in fair value for 2004 compared to 2003 resulted
primarily from an increase in fair market value of the securities
offset partially by disposals of securities.

Limited Partnerships

The Company is a limited partner in various private equity funds
which invest primarily in emerging markets that have agri-
processing potential. The Company accounts for these limited
partnerships using the equity method of accounting. Therefore, the
Company is recording in the consolidated statement of earnings its
proportional share of the limited partnerships’ net income or loss.
The limited partnerships value their investments at fair value.
Risk is estimated as the potential loss in fair value resulting from a
hypothetical 10% adverse change in market prices of the limited
partnerships’ investments. Actual results may differ.

2004 2003

(in miflions)
Fair value of partnerships’ investments ................... $447 5429
Marketrisk . ..ot 45 43

The increase in fair value for 2004 compared to 2003 resulted
primarily from an increase in fair market value of the limited
partnerships’ investments offset partially by returns of capital.
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Currencies

In order to reduce the risk of foreign currency exchange rate
fluctuations, except for amounts permanently invested as
described below, the Company follows a policy of hedging
substantially all transactions denominated in a currency other than
the functional currencies applicable to each of its various entities.
The instruments used for hedging are readily marketable
exchange-traded futures contracts and forward contracts with
banks. The changes in market value of such contracts have a high
correlation to the price changes in the currency of the related
hedged transactions. The potential loss in fair value for such net
currency position resulting from a hypothetical 10% adverse
change in foreign currency exchange rates is not material.

The amount the Company considers permanently invested in
foreign subsidiaries and affiliates and translated into dollars using
the year-end exchange rates is $3.6 billion at June 30, 2004
and $3.3 billion at June 30, 2003. This increase is principally due
to the strengthening of the euro and British pound currencies
versus the U.S. dollar and, to a lesser extent, an increase in
retained earnings of the foreign subsidiaries and affiliates. The
potential loss in fair value resulting from a hypothetical 10%
adverse change in quoted foreign currency exchange rates is
$361 million and $331 million for 2004 and 2003, respectively.
Actual results may differ.

Interest

The fair value of the Company's long-term debt is estimated below
using quoted market prices, where available, and discounted future
cash flows based on the Company's current incremental borrowing
rates for similar types of borrowing arrangements. Such fair value
exceeded the long-term debt carrying value. Market risk is
estimated as the potential increase in fair value resulting from a
hypothetical one-half percent decrease in interest rates. Actual
results may differ,

2004 2003
(in miflions)
Fair value of long-termdebt .................... ... $4,237 34,753
Excess of fair value over carryingvalue ................ 497 881
Marketrisk ... 203 232

The decrease in fair value for the current year resulted principally
from an increase in quoted interest rates.
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Nature of Business
The Company is principally engaged in procuring, transporting,
storing, processing, and merchandising agricultural commodities

and products.

Principles of Consolidation

In January 2003, the Financial Accounting Standards Board (FASB)
issued FASB Interpretation 46, Consolidation of Variable Interest
Entities, an Interpretation of Accounting Research Bufletin No. 51
(FiN 46). In December 2003, the FASB modified FIN 46 to make
certain technical corrections and to address certain
implementation issues that had arisen, A variable interest entity
(VIE) is a corporation, partnership, trust, or any other legal
structure used for business purposes that does not have equity
investors with voting rights or has equity investors that do not
provide sufficient financial resources for the entity to support its
activities. FIN 46 requires a VIE to be consolidated by a company if
that company is the primary beneficiary of the VIE. The primary
beneficiary of a VIE is an entity that is subject to a majority of the
risk of loss from the VIE's activities or entitled to receive a majority
of the entity’s residual returns, or both. The Company adopted the
provisions of FIN 46, as revised, on March 31, 2004. As of June 30,
2004, the Company has $418 million of investments in private
equity funds included in investments in affiliates which are
considered VIEs pursuant to FIN 46. The Company’s residual risk
and rewards from these VIEs are proportional to the Company's
ownership interest and the Company is not the primary beneficiary
of any of these VIEs.

The consolidated financial statements as of June 30, 2004 and for
the three years then ended include the accounts of the Company
and its majority-owned subsidiaries. Investments in affiliates are
carried at cost plus equity in undistributed earnings since
acquisition. All significant intercompany accounts and transactions
have been eliminated.

Use of Estimates

The preparation of consolidated financial statements in
conformity with generally accepted accounting principles
requires management to make estimates and assumptions
that affect amounts reported in its consolidated financial
statements and accompanying notes. Actual results could differ
from those estimates.

Cash Equivalents

The Company considers all non-segregated, highly-liguid
investments with a maturity of three months or less at the time of
purchase to be cash equivalents.
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Segregated Cash and Investments

The Company segregates certain cash and investment balances in
accordance with certain regulatory requirements, commodity
exchange requirements, and insurance arrangements. These
segregated balances represent deposits received from customers
trading in exchange-traded commodity instruments, securities
pledged to commodity exchange clearinghouses, and cash and
securities pledged as security under certain insurance
arrangements. Segregated cash and investments primarily consist
of cash, U.S. government securities, and money-market funds.

Receivables

The Company records trade accounts receivable at net realizable
value. This value includes an appropriate allowance for estimated
uncollectible accounts to reflect any loss anticipated on the trade
accounts receivable balances. The Company calculates this
allowance based on its history of write-offs, level of past-due
accounts, and its relationships with, and the economic status of,
its customers.

.Credit risk on trade receivables is minimized as a result of the large

and diversified nature of the Company's worldwide customer base.
The Company controls its exposure to credit risk through credit
approvals, credit limits, and monitoring procedures. Collateral is
generally not required for the Company’s trade receivables.

Inventories

inventories of certain merchandisable agricultural commodities,
which include amounts acquired under deferred pricing contracts,
are stated at market value. In addition, the Company values certain
inventories using the lower of cost, determined by either the first-
in, first-out (FIFO) or last-in, first-out (LIFO) methods, or market.

Marketable Securities

The Company classifies its marketabie securities as available-for-
sale, except for certain designated securities which are classified as
trading securities. Available-for-sale securities are carried at fair
value, with the unrealized gains and losses, net of income taxes,
reported as a component of other comprehensive income (loss).
Unrealized gains and losses related to trading securities are
included in income on a current basis. The Company uses
the specific identification method when securities are sold or
classified out of accumulated other comprehensive income (loss)
into earnings.
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Property, Plant, and Equipment

Property, plant, and equipment is recorded at cost and repair and
maintenance costs are expensed as incurred. The Company
generally uses the straight-line method in computing depreciation
for financial reporting purposes and generally uses accelerated
methods for income tax purposes. The annual provisions for
depreciation have been computed principally in accordance with
the following ranges of asset lives: buildings - 10 to 50 years;
machinery and equipment - 3 to 30 years.

F SIG
G POL

Asset Abandonments and Write-Downs

The Company recorded a $51 million, a $13 million and an $83
milfion charge in cost of products sold during 2004, 2003, and
2002, respectively, principally related to the abandonment and
write-down of certain long-lived assets. The majority of these
assets were idle, and the decision to abandon was finalized after
consideration of the ability to utilize the assets for their intended
purpose, employ the assets in alternative uses, or sell the assets to
recover the carrying value. After the write-downs, the carrying
value of these assets is immaterial. In addition, the 2002
impairment charge included a write-down to fair value of assets
that were intended for use in @ new product line.

Net Sales

The Company follows a policy of recognizing sales revenue at the
time of delivery of the product. Included as a compenent of net
sales are freight costs and handling charges related to the sales.

As of the fourth quarter of 2002, when the Company acquired
control of A.C. Toepfer International ("ACTI") by increasing its
ownership to 80%, the Company began consolidating the
operations of ACTI. Prior to the fourth quarter of 2002, the
Company accounted for ACTI, a global merchandiser and supplier
of agricultural commodities and products, on the equity method of
accounting. ACTI's net sales revenues were approximately $6.3
billion and $5.8 hillion for 2004 and 2003, respectively, and
approximately $1.3 billion for the fourth quarter of 2002.
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Per Share Data

Basic earnings per common share is determined by dividing net
eamings by the weighted average number of common shares
outstanding. In computing diluted earnings per share, the
weighted average number of common shares outstanding is
increased by unvested restricted stock and common stock options
outstanding with exercise prices lower than the average market
prices of common shares during each year. The number of common
stock options outstanding excluded from the diluted earnings per
share computation is not material.

F
I

(CONTINUED)

Stock Compensation

The Company accounts for its stock-based compensation in
accordance with Accounting Principles Board Opinion Number 25
{APB 25), Accounting for Stock Issued to Employees. Under APB 25,
compensation expense is recognized if the exercise price of the
employee stock option is less than the market price on the grant
date. The following table illustrates the effect on net earnings and
earnings per share as if the fair value method had been applied to
all outstanding and unvested employee stock options and awards
in each period.

2004 2003

{In thousands,
except per share amounts)

2002

Net earnings, as reported .. ............. $494,710 $451,145 $511,093
Add: stock-based compensation

expense reported in net income,

netofrelated tax.................... 4,566 2,706 464
Deduct: stock-based compensation

expense determined under fair value

method, net of related tax ... .......... 8,748 8,125 6,018
Pro forma net earnings . ... ... ... $490,528 §445,726 505,539
Earnings per share:
Basic and diluted - as reported ... ....... $.76 $.70 $.78
Basic—proforma ........... ... $.76 $.69 $.77
Diluted —proforma.................... $.75 $.69 $.77

The fair value of each option grant is estimated as of the date of
grant using the Black-Scholes single option pricing model for
pro forma net earnings purposes. The assumptions used in the
Black-Scholes single aption pricing model are as follows.

2004 2003 2002
2% 2% 2%
4% 4% 5%

................................... 28% 30% 37%

.......................... 9 6 5

Dividend yield
Risk-free interest rate
Stock volatility
Average expected life (years)

Reclassifications
Certain items in prior year financial statements have been
reclassified to conform to the current year's presentation.
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CONSOLIDATED STATEMENTS

OF EARNINGS

Net sales and other operating income ................
Costof productssold ... ............ i
Gross Profit ............... ... ... ... ...
Selling, general, and administrative expenses ...........
Otherexpense —net ...........cooviiiieiinnen.ns
Earnings Before Income Taxes .................
INCOME taXES . o\
Net Earnings . . ........ e

Basic and diluted earnings per common share ..........

Average number of shares outstanding ...............

See notes to consolidated financial statements.
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Year Ended June 30

2004 2003 2002
{In thousands, except per share amounts)

$36,151,394 $30,708,033 $22,611,894.
34,003,070 28,980,895 20,928,438
2,148,324 1,727,138 1,683,456
1,401,833 947,694 826,922
28,480 148,471 137,597
718,011 630,973 718,937
223,301 179,828 207,844
$ 494,710 $ 451,145 $ 511,093
$ .76 $ 70 $ 78
647,698 646,086 656,955
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ASSETS

Current Assets

Cash and ca

Segregated cash and investments

Receivables
Inventories
Other assets

Total Current Assets

sh equivalents

Investments and Other Assets

Investments

Other assets

inand advances to affiliates .......................
Long-term marketable securities
Goodwill ...

Property, Plant, and Equipment

Land .o
Buildings ...
NAeQUIPMENT ..o
Construction in progress

Machinery a

Allowances for depreciation

Page
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CONSOLIDATED BALANCE SHEETS

June 30
2004 2003
(In thousands)

$ 540,207 $ 764,959
871,439 544,669
4,040,759 3,320,336
4,591,648 3,550,225
294,943 241,668
10,338,996 8,421,857
1,832,619 1,763,453
1,161,388 818,016
337,474 344,720
443,606 366,117
3,775,087 3,292,306
190,136 186,652
2,568,472 2,606,707
10,658,282 10,067,834
263,332 406,587
13,680,222 13,267,780
(8,425,484) (7,799,064)
5,254,738 5,468,716
$19,368,821 $17,182,879
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June 30
LIABILITIES AND SHAREHOLDERS' EQUITY 2004 2003
(In thousands)

Current Liabilities

Short-term debt .. ... $ 1,770,512 $ 1,279,483
Accountspayable ... ... 3,238,230 2,848,926
ACCTUBd BXPENSES . .\ ettt 1,580,700 988,175
Current maturities of long-termdebt . ............... ... ... ... .. 160,795 30,888

Total Current Liabilities .. .............................. 6,750,237 5,147,472

Long-Term Liabilities

Long-termdebt .. ... .. 3,739,875 3,872,287
Deferred income taxes . ... ...ttt 653,834 543,555
Other e 526,659 550,368

4,920,368 4,966,210

Shareholders’ Equity

ComMmMON STOCK . ot 5,431,510 5,373,005
ReinVested €aMiNgS . ...+ o e 2,183,751 1,863,150
Accumulated other comprehensive income (loss) . ................. 82,955 (166,958)
7,698,216 7,069,197

$19,368,821 $17,182,879

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS

OF CASH FLOWS

Operating Activities
Net earnings
Adjustments to reconcile to net cash provided by operations

Depreciation
Assetabandonments ........ ...,
Deferred income taxes . ... e
Amortization of long-term debt discount
(Gain) loss on marketable securities transactions
Equity in (earnings) of affiliates, net of dividends
Stock contributed to employee benefit plans
Other —net ... e
Changes in operating assets and liabilities
Segregated cash and investments
Receivables
Inventories
Other assets
Accounts payable and accrued expenses
Total Operating Activities

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

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

Investing Activities
Purchases of property, plant, and equipment
Proceeds from sales of property, plant, and equipment
Net assets of businesses acquired
Investments in and advances to affiliates, net
Distributions from affiliates, excluding dividends
Purchases of marketable securities . .......................
Proceeds from sales of marketable securities
Other— et ...

Total Investing Activities

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

Financing Activities

Long-term debt borrowings ......... ... oo
Long-term debt payments
Net borrowings (payments) under lines of credit agreements . ...
Purchases of treasury stock
Cash dividends
Proceeds from exercises of stock options .. .................

Total Financing Activities . .....................

Increase (Decrease) in Cash and Cash Equivalents .. ..
Cash and Cash Equivalents — Beginning of Year ... ...... ..

Cash and Cash Equivalents - End of Year

See notes to consolidated financial statements.
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Year Ended June 30

2004 2003 2002
(In thousands)

$ 494,710 § 451,145 $ 511,093
685,613 643,615 566,576
50,576 13,221 82,927
(67,505) 105,086 (4,972)
4,245 511 47,494
(23,968) 363 (36,296)
(84,930) (14,138) (9,121)
23,281 23,591 23,263
(63,383) 125,316 103,777
(316,423) (134,434) (134,317)
(378,501) (112,460) (119,176)
(950,792) (200,392) (72,508)
(6,724) (39,061) (44,197)
667,140 202,213 388,609
33,339 1,069,176 1,303,152
(509,237) (435,952) (362,974)
57,226 40,061 16,553
(93,022) (526,970) (40,012)
(112,984) (130,096) (65,928)
122,778 40,113 68,891
(857,786) (328,852) (384,149)
786,492 271,340 345,004
32,098 11,258 (11,108)
(574,435)  (1,059,098) (433,723)
4,366 517,222 7,621
(32,381) (315,319) (459,826)
483,764 281,669 {(174,399)
(4,113) (101,212) (184,519)
(174,109) (155,565) (130,000)
38,817 1,971 8,652
316,344 228,766 (932,471)
(224,752) 238,844 (63,042)
764,959 526,115 589,157
$ 540,207 § 764959 § 526,115
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Balance July 1,2001 ...........

Comprehensive income
Netearnings .................
Other comprehensive income .. . ..
Total comprehensive income . . .
Cash dividends paid-$.20 per share . .
Treasury stock purchases ..........
Other ...
Balance June 30,2002 .........

Comprehensive income
Neteamnings .................
Other comprehensive income . . ...
Total comprehensive income .. .
Cash dividends paid-$.24 per share . .
Treasury stock purchases ..........
Other ...
Balance June 30,2003 .........

Comprehensive income
Netearnings ................
Other comprehensive income .

Total comprehensive
income ................

Cash dividends paid-
$.27 pershare ..............

Treasury stock purcha