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SUBJECT:

WALKER MINING COMPANY

Mr., Jo 0. Elton, Manager,
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This letter is an answer to yours of May 27th
with reference to the Walker Mine operation which has
been showing an operating loss the last few monthse.

Ag a result of a two weeks inspection trip,
during which time everything in connection with the operaw
tion was carefully considered, the following conclusions
were reached, ‘

ALL BASED ON 10¢ COPPER

No. 1 On the present production basis, coupled with
the grade of ore produced (1100 to 1300 tons. 1.25% Cu,
.60 to ,70 0z. Ag. and .03 to .04 Au.) Walker mine cannot
operate on a breake-even bdasis and do the long-range
development work now contemplated on the lower levels,
The operating loss every month will represent the money
which i8 spent on this lower level development.

A breakeeven basis can be maintained by doing
only the surrent development work above the 700 level .
in connection with present mining operations. This de-
velopment wWork i s showing very good results and develop~
ing new ore, especially along the 517 Pissure in the 712
orebody, but the ore reserve cannot be built up fast
enough for large production,

No. 2 The lower level development on the 900 level
corth in the Piute and the 1200 North & South from 1080
Winze should be.classed as a Special Development Project
similar to the lower level development project below the
700 level at Mountain City, and a special approprietion
allowed for this work, This expenditure would range
from §7,000 to $12,000 per month, dependirg on the
development program adopted, which, in substaence, is as
follows:
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Mr, J. O. Elton,. Y -2e June 19th 1939,
; Per Month
1201 DR, with an estimated advance

of 12 feet per éay, or 312 feet per
moanth (1500 to 2000 Feet) cccevccves $5,500

904 DN, with 2n estimeted advanoce

¢ 30 of 12 feet per day, or 312 feet per
“v....“' T -~.,;,,,,r,_:!°n_,tlh,.__.‘,(1m° to 2000 ro.t) 0oececevos spooo
mel I P, S -_,',",I_.'__";' -
0O KST L7iL 2 R LiSTiaSUTE.
ROty 1800 feet of prospect diamond drilling
uwkggjggggbw& month .....(One Machine) cesc... 2,000

There is 2180 under consideration & projeot by whioh
pillars could be wom with the use of a diamond drill operationm,
the preliminary figures indicating that sufficient reduction
in costs could thus be attained to offset cost of development
diamond 4rilling set forth above, Dismond drilling is
deemed very necessary in conjunction with all Walker develope
ment, :

Based on the above estimates, the Special Appropriea-
tion would be only $1,000 to $7,000 more tham & shutdown ex-
pense of $6,000, from which latter expenditure we would derive
absolutely nc benefit,

No. 3 A long renge development progran with the mine shut

down was also considered, No ore would be mined and everything
corcentrated on speedy development of the 900 Piute and 1200
central ore dodies. This program would entail en expenditure
of about $33,000 per month for at least three months with an
average advence per month of 1,350 fest on the combined 900

and 1200 levels.

This program is not recommended as =o collateral in
the form of refined copper would be received, thus making the
developrment expense a heavy net out-of-pocket burden.

Ro. 4 - A complete shutdown without any development was also

studied and considered very carefully. Without pumping-the
estimated expenditure would be $5,000 per month; with pumping
$6,000, In either event, the fixed charges amount to $2,300
per month, or 40% of the shutdown expense.

There is a heavy investment at Walker in the fornm
of buildings and equipment, and the Winter enows cause

irreparable damage if the buildings are not properly cared for,
Besides, vhen the mine is ope¥ating, rents end concessions net

about $2,000 per momth. This ineome is, of oourse, 108t when
the mige is closed,

The expenditure necessary to reopexn Walker after the
last shutdown would have financed a long-range development
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progrem for at least six months. Ia other words, a shut-

down of Walker should be the last thing to consider, for
it really means the virtual abandonment of the property.

The final conolusion reached after carefully con-
sidering thinge from every engle ic that the tetter rlszn
would be to ocontinue to operate 2s we are, classing {Le lorer
level development as & separate project in itself, supple-
mented with some diamond drilling, and to be financed above
a brsak-even on the other mining operations. This 4is what
is recommended, and we believe the present operation 1is
fully justified end much bdbetter then a shutdown,

Of course, the question is a financial one, as
the International Company will have to finance the set-up to
the extent of $78,000 to $90,000 per month after gold and
silver credits, but in retura colleteral would be created
in the shape of finished copper which would have 8 value of
ebout $77,000., This latter mssumption is based on & copper
price of 9.8478¢ zfter selling and delivery expesnse.

The direct and indireot benefit of the Walker
operation to the smeiter is unknown, but must consist of
something fairly substantiel over any period of time, and
it 18 only fair to gonsider it when looking at the Walker
Plcture.

Quiock development {8 what Walker needs, and the
time to do it is now before the 2vailable ore is exhausted.
This development oan be done with a nominal expenditure over
shutdown expense 2nd is vitzl to the future of the Walker
mine. '

At one time in Walker's history only the Central
orebody was known., Thea the North and South ore bodies
were found; fipally, 712 and the Piuts were discovered,
This ore zone was over & mile loag. Is it not reasonadle
to assume that thers may be other ore dodies north Of the
present Piute and covered with lava? This also applies to
the downward sxtension of the Centrel orebody on the 1200
level,

Reoent developmpents in the 712 orebody on 517
Fissure on the 400 level shows much promise and looking
DPetter every round. The only way it was developed was to
drive on a small streak until it begen to open up.

‘“he Fiute arebody was supposed to have termimated
or a foult et the North end, FPresent developments in 904B
Drift disclose that this fault may not be of great import-
ance as fairly good mineralization is showing up in the
drift beyond this fault. Some of the samples rum 5% Cu.,
and 1% 48 possible that ws may now be ine lean 20ne or
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I

gap similar to that whiak ooonrrod hottoon the North and 712
ore bodiol.

"The hard work has beon done getting down teo tho
1200 level, and we should have a look at ths vein North and
South of the winze, Sueh a large, wide ore body as we have
had above should not torninato abruptly below the 1000 level.

Looking at it from every angle I think this lower
level development is fully justified and should receive
very careful considerattion,

It hes taken some time to put the mime inm shape
and reecover from the effecta Of the last shutdown, Physi-
cally, it is in nuch better condition than fZrmerly, and stopss
are now being worked which were considered loss$.

If ellowed to operate, ¥r. Bayer estimates thet
working 26 days psr month, the daily produstion shounld de

) ‘' Qu, Aﬁo Au,
1300 tons ore assaying 1.34% 0,74 00,0437
64,7 " concts, » . 23.91’ 11 .45 04632

29,842 pounds ot rocovorablo eOppor per day,
775 918 " " month,

Research work carried on in the mill in the last two
months indicate that a better recovery csn be obtained with
finer grinding., This will bo carried to a conclusian,

However, no matter what set-up 1s decided upon it
will required all possible operating sconomies and complete
coordination of all operating units in order to eachieve
the neocessary results,

To operate more efficiently and speed up develop-
nent work, at least ten more drilling machines are needed;
also ome large and one small mucking machine. The scarcity
of drilling machines 1s one contridbuting factor %o high
coates at Walkers

To effect greater economies in pumping & new pump
may have to be purchased for the 1200 level, provided the
onés we have are not suttablo. dbut 1¢ will pay for itself
in a few months.

Personmnel:

There is a mych better class of miners now a%
Felker than trmerly, and 1f assurance could bde given of con-
tinued operations on & 26-day basis, even better miners wOuld 0280
c

be seeking employment thers. &muizrwnnmnumg;
AMERICA S RLST. g
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¥r, J, 0, Elton, ~Se ‘Tune 19th 1989,

"An exeeptionally high class grade ot'onginoorl‘
compose the staff, They are well trained, youag, ambitious
end keedy awsre of the responsibilities placed upon thenm.

The Mine Superintendent and the shiftbosses under
him are working together 100% and doing 2 good Jjob. This
could not be said of the former opsration,

The M {11 personnsl is exeolient and everyone of
them is ¢trying to improve the metallurgy.

Certain sconomies havs been ordered which should
bepefit the whole operation,

In conclusion I earnestly recommend that Walker
be allowed to operats and vigorously push its development
work. In thia event and in order to relieve the demoralizing
affect of the uncertainty prevailing among the employees, it
is suggested that any descision should, if consistently
possible, oonsider a minimum period of time.

Z

n F, Dugan,.

Yours very tru

J¥D:S, | )

ANACON D rgp 022L

CLOPICAL S00um

AMERICAN HERN =1 LENTER.CNI itm  oF EoroN
: CRETEN UNIVERSITY Yy
DO NO REPRuIsiCE OR D:STOf;!vELJJMWG
THIS MATERIAL MAY BE TE
PROTEFHD 0 LOPYRIGHT AW
thig it ps COPEY
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To the Shareholders of
Anaconda Copper Mining Company:

The general decline in business that occurred during the first quarter of the year affected
adversely the business transacted by your Company, which declined to a lesser volume than
had been reached during any similar preceding period. ‘The upward trend during the second
quarter embraced all non-ferrous metals and rapidly increased the business of the Company,
reaching a peak for the year in July, when an increase in volume of approximately 2009,
above the minimum of February was transacted. A recession in business followed, which
continued until November, the volume being, however, substantially above the low level
of the first quarter. A slight improvement over November was experienced in December,
since which time the upward trend has continued.

Copper statistics were more favorable than during the preceding year, as both domestic
and foreign consumption, respectively, exceeded production. World production of primary
copper is estimated at 1,100,000 tons, compared with 988,400 tons for 1932. The preliminary

Q report of the U. S. Bureau of Mines states 238,500 tons of primary copper were produced
' in the United States, leaving a balance of 861,500 tons from foreign sources, compared with
716,395 tons in 1932.

World consumption of primary copper during 1933 is estimated at 1,226,606 tons, as
compared with 953,401 tons, (revised), in 1932. The domestic market consumed about
294,579 tbns, or 4.64 pounds per capita, compared with 250,622 tons in 1932. Foreign
consumption increased to 932,027 tons from 702,779 tons during the prior year. The
above estimates indicate a decrease of 84,500 tons in stocks of copper in the United States,
42,106 tons abroad; a total decrease of 126,606 tons in world stocks. 'No accurate statistics
are available as to the tonnage reused from secondary copper materials.

Quotations for all non-ferrous metals improved during the year. As reported by the
Engineering and Mining Journal, prices of the principal metals were as follows:

Jan. 3 High Dec. 30 Average
Copper, per lb. 4.775¢ 8.775¢ July 8 8.025¢ 7.025¢
Lead, oo 3.000¢ 4.500¢ July 10 4.150¢ 3.869¢
Zinc, i 3.125¢ 5.000¢ July 19 4.350¢ 4.029¢

Silver, per oz. 24.500¢  45.000¢ Nov. 14 44.625¢  34.727¢

Domestic silver mined since December 21, 1933, is valued at approximately 6414¢
per ounce under the President’s proclamation issued that day. The domestic price of gold
was $34.06 per ounce at the close of the year.

3
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The increase in silver and gold prices during the year had an influence upon all metal
production departments of the Company, particularly those situated within the United
States. Lead ores are mined for their silver quite as much as for their lead content. The
zinc ores produced from the mines of the Company in Montana contain substantial values in
silver. The increased prices of silver and gold prevailing at the close of the year result in a
credit of approximately 2¢ per pound to the cost of copper produced from the Butte mines.
At the present scale of operation the domestic mines of the Company, including zinc mines,
are producing approximately 4,800,000 ounces of silver and 7,500 ounces of gold per year.
The foreign mines owned by subsidiary companies are producing approximately 500,000
ounces of silver and 20,000 ounces of gold per year.

FINANCIAL

Gross sales and earnings of the Company upon a consolidated basis totalled
$72,902,493.85, compared with $52,295,610.84 for the previous year. The cost of sales,
including all operating expenses, current development, maintenance charges, repairs, selling
and general expenses and taxes amounted to $67,941,747.96, compared with $57,240,906.30
for the previous year; resulting in an operating income of $4,960,745.89. Other income
amounted to $1,984,933.68; making a total of $6,945,679.57.

Deductions from income for interest on current obligations and bonds amounted to
$5,201,086.83 and for expenses of carrying non-operating properties to $2,876,801.08, a
total for these items of $8,077,887.91; resulting in a loss of $1,132,208.34 before deducting
charges for discount on bonds of $534,234.53 and depreciation and. obsolescence of
$5,155,672.49. -After all charges the deficit for the year was $6,822,11’5.36.

Metals in inventories at the beginning of theé year were carried at the low market prices
then prevailing, which were lower than costs. However, the metals sold from inventories
were charged into income account of the year at cost, and the difference between cost and
such inventory prices was credited to surplus. Metals in inventories on hand at the close
of the year were valued at production costs of the year, such costs being lower than the
market prices prevailing. “Metals in process were also restated at current production costs.
The credit to surplus resulting from these adjustments was $3,715,031.32, and after allowance
for reserve for contingercies and other adjustments amounting to $954,975.67, and the
deficit of $6,822,115.36, the net decrease in surplus amounted to $4,062,059.71,: compared
with the decrease of $27,593,170.43 in 1932 after similar charges:and adjustments.

During the second quarter of the year, in liquidating accounts of subsidiary companies
selling copper in export markets, with Copper Exporters, Inc., which suspended operations,
loans of $2,998,000.00 were made. These loans were repaid during the last half of the year,
as was an additional $602,000.00, thus decreasing, from Séptember 1st to the close of the
year, notes payable by the amount of $3,600,000.00. Further advances were made to the

4
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Inspiration Consolidated Copper Company, on its promissory notes secured by First
Mortgage 7% Gold Bonds of that Company, making its total liability to this Company
$5,895,000.00 as of the close of the year.

There were retired during the year $2,497,000.00 par value of 20-Year 3%, Debentures
of the Chile Copper Company, and $155,000.00 par value of First Mortgage 5%, Sinking
Fund Bonds of the Butte, Anaconda & Pacific Railway Company, including such debentures
and bonds as were held in the treasury at the close of the year. Capital expenditures
amounted to $714,811.73,

OPERATIONS

The Butte mines operated during the year at the rate of about 25%, of their capacity.
As a result of this drastic curtailment, large expenditures were incurred for maintenance of
non-operating units. These disbursements were charged direct to current operations.

The Electrolytic Zinc Plants in Montana, which were shut down in May, 1932, resumed
production in January, 1933. The demand for high grade zinc increased at a rapid rate,
permitting operations at about 809, of capacity by the month of August. Due to the
shortage of custom concentrates, operations at the close of the year were approximately 60%,
of capacity. The zinc produced is high grade, commanding a premium in the open market,
and also serves as the basis for the Company’s zinc oxide operations at East Chicago,
Indiana, and Akron, Ohio, which operated on a satisfactory basis during the year, as did the
white lead plant at East Chicago. ‘

The properties at Cananea and Chile are producing at a combined rate of approximately
18,000,000 pounds per month, or 287, of their normal capacity. Andes and Cananea ores
contain substantial amounts of precious metals, and, in addition, molybdenum is being
recovered from Cananea ores as a high grade molybdenum sulphide concentrate, for which
there is a ready market. A substantial revenue is being derived from the byproducts and
is credited to the cost of copper produced.

Copper

The production of Anaconda and its subsidiary mining companies, including custom
ores and ore treated on toll, from operations for the year 1933 was as follows:

Copper lbs. Silver ozs. Gold ozs.
Anaconda Copper Mining Couovoeiec 93,277,658 2,391,635.29 20,731.826
Andes Copper Mining Co. oo 35,760,730 101,161.16 6,625.705
Chile Copper Company.................._. s 123,045,827 = - .....oo0 o
Greene Cananea Copper Couoiicieencccnsl 51,793,290 378,335.35 13,528.003
Total e 303,877,505 2,871,131.80 40,885.534
5
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Copper production from the domestic mines of the Company was 92,721,423 pounds,
and from the mines of subsidiaries operating outside the United States was 210,599,847
pounds, a total for the year of 303,321,270 pounds. Deliveries for the year were 273,074,577
pounds in the domestic market and 204,269,685 pounds in the foreign market, a total of
477,344,262 pounds; resulting, after allowing for custom, secondary and purchased: copper,
in a decrease of 112,353,375 pounds in stocks of copper on hand.

Zinc

Since the resumption of operations on January 18, 1933, production of electrolytic
zinc amounted to 161,307,768 pounds, of which 121,268,022 pounds were produced during
the last six months of the year. Deliveries were 148,886,307 pounds. The stock of zinc on
hand at the close of the year was nominal.

Custom Smelting and Refining

The smelting plant of the International Smelting Company at Tooele, Utah, operated
on a curtailed basis on custom ores and concentrates. The lead bullion produced was
shipped to the lead refinery at East Chicago, and the converter copper to the Raritan
Copper Works.

The lead refinery of the International Lead Refining Company at East Chicago, Indiana,
also operated orn a curtailed basis, treating lead bullion received from the smelting plant at
Tooele, lead bullion derived from the zinc residues produced by the zinc plants, and secondary
lead materials.

The operations of the Raritan Copper Works at Perth Amboy, N. J., were mainly
dependent upon . the copper refined in bond for the Greene Cananea Copper Company and
Andes Copper Mining Company.

The custom smelting and refining operations produced from custom and toll materials
4,386,404 pounds of copper, 56,935,866 pounds of lead, 1,913,738.23 ounces of silver and
10,518.677 ounces of gold. Deliveries of lead during the year were 51,714,896 pounds and
stocks at the end of the year were normal.

Miscellaneous Produéts

Miscellaneous products consisted of 32,084,904 feet lumber; 8,144 tons treble-super-
phosphate and phosphoric acid; 6,714 tons arsenic; 676,072 pounds cadmium; 70,550 pounds
nickel sulphate; and 196,322 pounds copper sulphate.

6
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Fabricating Plants

The combined output of manufactured products of The American Brass Company,
(including Toronto plant) and of the Anaconda Wire and Cable Company amounted to
384,479,098 pounds, compared with 291,142,401 pounds in the prior year, an increase of
32%. The copper requirements of these mills have been consistently in excess of current
domestic production from the Company’s properties.

SILESIAN-AMERICAN CORPORATION

The principal amount of Fifteen-Year 7%, Collateral Trust Sinking Fund Gold Bonds
of Silesian-American Corporation was reduced by it during the year from $8,608,500.00
to $7,910,000.00.

Principal production for the year was as follows:

Zinc.. . s 78,321,492 pounds

LA e e 18,047,426 “

€Al 1,413,824 metric tons

Sulphuric Acid oo 43,364 oo

Superphosphate_.___......_.. 18,692 oo
GENERAL

The physical condition of all mines and plants of Anaconda and its subsidiaries is
excellent. Wherever possible, the organizations have been reduced or placed on part-time
to fit the curtailed operations, without, however, impairing their efficiency or imposing
unnecessary hardship on the members of the staffs and employees, whose unstinted coopera-
tion in meeting the difficult situations which have confronted the Company during the year
of depression is deserving of commendation.

NUMBER OF STOCKHOLDERS

The number of registered stockholders appearing on the books at December 31, 1933,
was 122,278.

There is attached hereto a Consolidated Balance Sheet showing the financial condition
of the Company and its subsidiary companies at the close of business December 31, 1933,
together with an Income Statement for the year, prepared and certified to by Messrs. Pogson,
Peloubet & Company, Certified Public Accountants.

By Order of the Board of Directors.

CORNELIUS F. KELLEY,

President.
New York, N. Y., April 19, 1934,
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidaied Balance Sheet—31st December, 1933

ASSETS

FIxED:

Mines and Mining Claims, Coal Mines, Timber
Lands, Phosphate Deposits, Water Rights and
Lands for Metal Producing and Manufacturing
Plants........

Buildings and Machinery at Mines, Reduction
Works, Refineries, Manufacturing Plants, Saw-
mills, Foundries, Waterworks, Steamships and
Railroads

Investments in Sundry Companies

DEFERRED CHARGES:

Stripping and Development

Discount on bonds

CURRENT:

Supplies; Expenses Prepaid, Ores and Metalliferous
~ Material on hand and Advances on Ores.............

Metals in Process—at cost

Finished Metals and Manufactured Products—at
cost

Notes Receivable—secured by Inspiration Con-
solidated Copper Company First Mortgage %
Gold Bonds

Accounts Receivable

Marketable Securities—at cost (market value
$2,110,278.58)

Cash

$208,735,684.26

264,246,468.79

27,546,835.21

$8,350,247.92

3,254.209.64

$21,736,168.63
5,496,707.45

38,684,245.79

5,895,000.00

9,190,688.08

2,717,482.85
6,576,350.21

$590,528,988.26

11,604,457.56

90,296,643.01

$692,430,088.83
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Balance Sheet—31st December, 1933

LIABILITIES
CapitaL Stock of Anaconda Copper Mining Company:
Authorized, 12,000,000 shares of $50.00 each
Issued, 8,919,086 shares.......cccceeneee

Held through Subsidiaries, 245,253 shares......c.........

CAPITAL STOCK AND SURPLUS of Subsidiary Companies
owned by Minority Interest

Boxps OUTSTANDING:
Chile Copper Co. Twenty Year 5% Gold Deben-

tures, due 1947 $30,889,000.00
(' Butte, Anaconda & Pacific Railway Co., First
Mortgage 59, Sinking Fund Gold Bonds, due
1944 1,774,000.00
RESERVES:
For Depreciation $103,293,258.92
For Insurance, Renewals and Contingencies......._...... 2,619,018.28
CURRENT:
Notes Payable...... : $69,898,000.00
Taxes and Interest Accrued.......____ ... 2,008,878.02
Accounts and Wages Payable................. . 5,673,687.87
SURPLUS..

$445,954,300.00
12,262,650.00

$433,691,650.00

4,583,366.25 .

32,663,000.00

105,912,277.20

77,580,565.89
37,999,229.49

$692,430,088.83

NotE—In order to comply with the Government Income Tax requirements for the purpose of computing
depletion, additional valuations of the mining properties have been recorded upon the books of the companies;
but, for the sake of uniformity, the result of those entries has been omitted from the current statements.

9
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidated Income and Surplus Account—Year Ended 31st December, 1933

Gross Sales and Earnings..o.ooooooooooio

Cost of Sales—operating expenses, development maintenance and
repairs, administrative, selling and general expenses and taxes—
sales to the extent of current production being applied at current
costs........

Operating Income
Other Income—Interest, dlvxdends, profit on bonds retired and mis-
cellaneous income.... ...

—Interest on notes and accounts of affiliated companies....

Interest on bonds and current obligations......
Expenses pertaining to non-operating Units............ ...t

Provision for depreciation and obsolescence..._............
Discount on bonds....

Net Loss—oncurrent basis. oo

Deduct:

Credit to Surplus for realization of difference between cost and
market value at 31st December, 1932 on metals on hand at
that date sold in 1933 and for restoring to current cost, which
is below market, finished metals on hand at 31st December,
1933

Less:
Reduction of inventories of metals in process

to normal cost...
Additions to reserve for cont1ngenc1es and

other adjustments applicable to prior :

years.. 954,975.67

$1,835,030.29

$1,582,899.02
402,034.66

$72,902,493.85

67,941,747.96

$4,960,745.89

1,984,933.68

$5,201,086.83
2,876,801.08

$6,945,679.57

8,077,887.91

$5,155,672.49
534,234.53

$1,132,208.34

5,689,907.02

$5,550,061.61

2,790,005.96

$6,822,115.36

2,760,055.65

Add, Minority share (income).........cooccevoeeoo.

Net decrease in Surplus

Surplus, 31st December, 1932, .
Minority Interest (deficit) ... e

Surplus, 31st December, 1933..._..... e
Minority Interest (deficit) including adjustments for Mmorlty
Interest acquired during year...............iiaens

Surplus, 31st December, 1933, per Balance Sheet...__. ..

$42,038,286.19

23,260.18

$4,062,059.71
257.17

$4,062,316.88

42,061,546.37

$37,960,880.74

38,348.75

$37,999,229:49
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To the Board of Directors,

Axaconpa CoprER MiNiNG COMPANY,
25 Broadway, New York.

We have made a general audit of the books and records of Anaconda Copper Mining Company and its
forty-six subsidiary corporations (companies 75% or more owned and directly or indirectly operated under
Anaconda Copper Mining Co. management) for the calendar year 1933 and in accordance therewith submit
herewith a Consolidated Balance Sheet and Consolidated Income and Surplus Account. In connection with
our audit we examined or tested the accounting records of the company and other supporting evidence and
made a general review of the accounting methods and of the operating and income accounts for the year but
we did not make a detailed audit of the transactions.

Included in supplies and other items, amounting to $21,736,168.63, is $14,154,910.46 of supplies. Owing
to curtailment of operations and distance from markets and source of supply certain stocks are somewhat in
excess of current requirements, -The greater part of the remainder of this item consists of ores and metalliferous
material and advances on ores which will not in all probability be drawn on for metal production or liquidated
until operations are resumed on a more normal basis.

Metals in process have been reduced to normal cost which approximates current production cost. Finished
metals are valued at current production cost including depreciation, which is below market.

Assets and liabilities have been verified by inspection, certificate, or correspondence (investments, market-
able securities, collateral, cash, notes receivable and payable, bonds and capital stock) and found in order
and all known liabilities, contingent or other, are provided for in the Balance Sheet.

Accounts receivable were examined in detail and those considered bad or doubtful have been written off
or provided for in reserve.

The Income Account is stated as in previous years on a cost basis with the exception, however, that cur-
rent costs were applied to metals sold to the extent of current production, inventory costs being applied to
sales in excess of production. ' Curtailed operations and inventories larger than normal necessitated the adop-
tion of this method in order to state properly results of the year’s operations. Gains resulting from the adjust-
ment of inventories at the beginning of the year from the then prevailing market to the cost basis have not
been taken as income but have been credited directly to Surplus Account.

The usual depreciation has been charged, that of metal producing plants being calculated on a unit of
production basis. - No depletion on metals, either on a cost or on the Treasury Department valuation basis,
has been charged in the Accounts,

In our opinion the accompanying Balance Sheet and related statement of Income and Surplus fairly
present.on the basis outlined above the financial position of the company at 31st December, 1933 and the results
of its operations for the year,

We have also audited the books and records of your principal affiliated companies (Anaconda Wire and
Cable Company, Silesian-American Corporation and Walker Mining Company—not consolidated in these
Accounts).and all their'Subsidiaries upon which we report separately,

POGSON, PELOUBET & CO.
Certified Public Accountants.

New York, 15th March, 1934,
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To the Shareholders of
Anaconda Copper Mining Company:

The outlook for the non-ferrous metal industry at the beginning of the year was promis-
ing and showed steady improvement for the first six months. Thereafter the rapid recession
of general business in the United States affected all heavy industries including that of copper.
The seasonal activity which normally may be expected at the close of the third quarter did
not develop, and as a result the volume of business transacted in the domestic market during
the last half of the year was substantially below that of the first half. At the close of the
year the trend was upward. In foreign markets the consumptive demand continued an
upward trend practically throughout the year, reaching a peak in November.

The World production of primary copper totaled 1,337,185 short tons, an increase of
approximately 20% over 1933. Of this production 250,845 tons were domestic duty-free,
and 1,086,340 were foreign, Blister stocks in the United States increased 21,930 tons and
abroad 58,987 tons, a total of 80,917 tons. ‘The production of refined copper was 1,256,268
tons, of which 228,915 tons were domestic and 1,027,353 were foreign. Production of pri-
mary refined copper, both domestic and foreign, was under consumption,

World consumption of primary copper during 1934 is estimated at 1,408,128 tons, an
increase of about 14% over 1933. The domestic market consumed 297,774 tons, a gain of
only 1% over 1933, whereas consumption abroad increased 19% to a new high record of
1,110,354 tons. Consumption in the United States was only about 35% of 1929, the peak
year.

Stocks of refined copper in the United States decreased 180,407 tons, while stocks abroad
increased 28,547 tons, resulting in a net reduction of 151,860 tons in World refined stocks.
The decrease of stocks in the United States was due largely to the exportation of duty-free
copper. As a result of such exports from the United States, together with increased pro-
duction abroad, the foreign supply exceeded the demand of those markets. The increased
production abroad did not cause any excessive building up of stocks, which were at low levels
at the beginning of the year, and that market is still in a healthy condition so far as:stocks
are concerned. The statistical position of copper from the standpoint of the copper industry
is materially better than it has been for a number of years.

The domestic price of copper gradually improved due to heavy buying movements
during the first half of the year until it reached 8.775¢ per pound f.0.b. refinery on June 14th,
which price has prevailed since. The price abroad was fairly uniform with the domestic
price in the earlier part of the year, but beginning in May declined steadily and at the close
of the year was approximately 2¢ per pound under the domestic price. The decline in the
foreign price may be attributed principally to two causes, firstly the increased production
abroad, and secondly and the more important factor, the sales by American producers of
large quantities of duty-free copper on the foreign market. ‘

Prices for non-ferrous metals for the year averaged better than in the previous year,
but closing quotations on foreign copper, lead and zinc were below the average prices of
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1933 and the closing quotations for that yvear. The value of silver mined in the United States
continued throughout the year at approximately 6414¢ per ounce under the President’s
proclamation of December 21, 1933, The domestic price of gold increased from $34.06 per
ounce to $34.45 per ounce in January, and was fixed on February 1st at $35.00 per ounce.

Prices of the principal metals were reported by the Engineering and Mining Journal as
follows:

Jan. 2 High Low Dec. 31 = Average
Copper—Duty Free f.o.b. refinery—Cents
per b 8.025 8775 7.650 8.775  8.428
‘  —Export f.a.s. refinery—Cents. per
1< 8.050 8175 6.075 6.700  7.271
Lead —New York—Centsperlb............. 4,000 4.250 3.500  3.700 ~ 3.860
Zinc —St. Louis—Centsper!b.............. 4,325 4400  3.675 3.725  4.138
Silver —New York (Not covered by Presi- -
dent’s Proclamation of Dec. 21,
1933)—Cents per Oz...oc............ 44,875 - 55.750. 41.750 354.750 47.973

CORPORATE CHANGES

This corporation was organized on June 18, 1895, under the laws of Montana, “for a
period of forty years and for such further period as may be authorized by law.” The laws
of Montana limit the period for which corporations may be organized to forty years, subject
to extension as provided in said laws. In accordance with'an authorizing statute, the Board
of Directors has extended the term of existence of the corporation to February 28, 1973.
By an amendment of the By-Laws, the Board of Directors has advanced the date for the
annual meeting from the third Wednesday of May to the third Wednesday of April.

Steps were taken to simplify and integrate the subsidiary holdings of the company.

Anaconda Sales Company, a 1009, owned subsidiary, took over the sale in the United
States of all metals and metal products produced by Anaconda Copper Mining Company
and its subsidiary companies including those which were theretofore sold by United Metals
Selling Company, also a 1009}, owned subsidiary. By this change all metals and metal
products of the Anaconda group are sold under the Anaconda trade name. The fabricated
products manufactured by The American Brass Company and Anaconda Wire and Cable
Company continue to be sold by those companies.

"The International Smelting and Refining Company, a wholly-owned subsidiary,
(formerly International Smelting Company), acquired the assets of Raritan Copper Works
and International Lead Refining Company, also wholly-owned subsidiaries, resulting in the
consolidation in the one company of the domestic smelting and refining operations outside
of Montana. The operations of the International Company now include the copper and
lead plants at Tooele, Utah, the copper smelter at Inspiration, Arizona, the copper refinery
at Perth Amboy, N. J., the lead refinery and zinc oxide plant at East Chicago, Indiana, and
the zinc oxide plant at Akron, Ohio. ‘

The American Brass Company acquired the assets and business of its 1009, owned
subsidiaries, The French Manufacturing Company, The Waterbury Brass Goods Corpora-
tion, The American Metal Hose Company and The Ansonia Land and Water Power Com-
pany. The plants heretofore owned by those subsidiary companies:are now operated as
branches of The American Brass Company.
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In connection with the foregoing transactions and the dissolution of the subsidiaries,
the assets of which were transferred, certain adjustments were made which are reflected in
the consolidated accounts by a charge to consolidated surplus of $1,489,382.48.

The shares of the capital stock of your Company were temporarily registered on the
New York Stock Exchange and the Boston Stock Exchange on October 1, 1934, under the
Securities Exchange Act in accordance with the provisions of such Act and the regulations
issued thereunder.

FINANCIAL

Gross sales and earnings of the Company upon a consolidated basis, as shown by Income
and Surplus Account hereto annexed, totaled $99,149,535.64, compared with $72,902,493.85
for the prior year. The cost of sales, including all operating expenses, development and
maintenance charges, repairs, administrative, selling and general expenses and all taxes
except income taxes, amounted to $82,053,027.58, compared with $67,941,747.96 for the
previous year; resulting in an operating income of $17,096,508.06 compared with
$4,960,745.89 in 1933. Other income amounted to $1,235,171.02, making total income
$18,331,679.08.

After deductions from income of interest on bonds and current obligations amounting
to $4.527,349.60, expenses of carrying non-operating properties, including expenditures
during the strike period, $3,747,090.70, and United States and foreign income taxes (esti-
mated) $1,565,803.47, a total for these items of $9,840,243.77, there remained a balance of
$8,491,435.31. Deducting provision for depreciation and obsolescence of $6,295,321.70,
and discount on bonds of $236,019.86, the resulting net income for the year, (before depletion
of metal mines), was $1,960,093.75, as compared ‘with net loss on same basis for the prior
year of $6,822,115.36.

Additions to reserves applicable to prior years’ taxes, bad debts, etc., writing off patents
and experimental expenses, together with the adjustments due to dissolution of companies
mentioned above, resulted in a total charge to surplus of $2,673,871.79.

Further advances were made during the year to Inspiration Consolidated Copper Com-
parly on its promissory notes, secured by First Mortgage 7% Gold Bonds of that company,
making its total liability to this Company $6,893,788.08 as of the close of the year.

As of December 31st notes payable amounted to $59,549,120.00, a decrease of
$10,348,380.00 during the year. There were retired during the year or held in the treasury
at the close of the vear, $3,063,000.00 par value of Twenty-Year 5% Debentures of Chile
Copper Company, and $163,000.00 par value of First Mortgage 5% Sinking Fund Bonds of
the Butte, Anaconda & Pacific Railway Company. The reduction for the year in notes
payable and bonds outstanding amounted to $13,574,880.00. Cash on hand increased
$5,669,080.89.

Capital expenditures during the year amounted to $1,380,383.50.

OPERATIONS

The operations of the copper and zinc mines, mills, smelters and refineries in Montana,
which were on a curtailed basis, were susperided by a strike of the employees which continued
from May 8th in Butte and Anaconda, and from June 7th in Great Falls, to the date of
settlement September 20th, at which date operations were resumed. All expenditures
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incurred in the maintenance of non-operating properties, including the additional expendi-
tures incurred on account of the strike, have been deducted in arriving at the net income
for the year.

As a result of the strike, the copper and zinc production from Montana properties was
materially under the production of the prior year. Production of zinc oxide and white lead
was at a satisfactory basis but somewhat lower than in 1933. Copper production from the
mines of the subsidiaries operating outside the United States was approximately 509, higher
than during the prior year.

Copper

The production of Anaconda and its subsidiary mining companies from copper piant
operations, including 1,397,669 pounds of copper from custom ores, was 395,041,304 pounds
of copper, 2,786,049.15 ounces silver, and 45,279.196 ounces gold. Deliveries for the year
in both domestic and foreign markets -amounted. to 608,799,689 pounds; resulting, after
allowing for custom, secondary and purchased copper, in a decrease of 86,055,211 pounds in
stocks of copper on hand.

Zinc
The production of electrolytic zinc amounted to 133,447,352 pounds. . Deliveries were
138,758,445 pounds, resulting in a decrease in stocks of 5,311,093 pounds. Metals produced

in zinc residue amounted to 14,419,071 pounds lead, 1,376,679 pounds copper, 1,491,688.45
ounces silver, and 3,929.284 ounces gold.

Custom Smelting and Refining

The smelting plant of the International Smelting Company at Inspiration, Arizona,
remained shut down the entire year. The smelting plant of the same company at Tooele,
Utah, continued operations, but on a curtailed basis.

Operations of the lead refinery at East Chicago, Indiana, were on a slightly higher
basis than in the previous year, treating lead bullion received from the smelting plant at
Tooele, lead bullion derived from zinc residues produced by the zinc plants, and secondary
lead materials.

Operations of the Raritan Copper Works at Perth Amboy, New Jersey, were on a slightly
improved basis, due to the larger quantities of copper refined in bond for the Greene Cananea
Copper Company, Andes Copper Mining Company, and for toll account. The facilities of
this plant were increased during the year by the construction of a plant to treat secondary
metals.

The custom smelting and refining operations produced from custom and scrap materials
22,637,432 pounds of copper, 62,391,730 pounds of lead, 2,718,913.62 ounces of silver, and
19,424.783 ounces of gold. Deliveries of lead during the year were 71,536,593 pounds, and
stocks at the end of the year were normal.

Miscellaneous Products

Miscellaneous products consisted of 49,741,527 feet of lumber; 20,770 tons of treble-
superphosphate and phosphoric acid; 4,760 tons arsenic; 575,146 pounds cadmium; 150,480
pounds nickel sulphate; and 195,515 pounds copper sulphate.
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Fabricating Plants

The combined output of manufactured products of The American Brass Company
(including Toronto Plant) and of the Anaconda Wire and Cable Company, amounted to
425,516,899 pounds, compared with 384,479,098 pounds in the prior year, an increase of 11%,.

SILESIAN-AMERICAN CORPORATION

This company has been adversely affected by the course of international events in
recent years, particularly by the difficulty in securing dollar payments from Germany and
the extremely low price of zinc in foreign markets. Every operating improvement forecast
for the Polish subsidiary of the Silesian-American company has been realized, but the price
of zinc has fallen to the lowest levels recorded in the industry, current price showing a decline
of 75% measured in Polish currency. As Poland has remained on the gold standard, the
cost of production is relatively higher than that of competing producers operating under
depreciated currencies.

The principal amount of bonds outstanding at the end of the year was $7,048,000.00.

The average price of zinc per pound in London was equivalent to 1.830¢ on a gold
basis. At the end of the year the average for spot and future was 1.563¢ gold.

Principal production for the year was:

ZATEC oot e oo 90,331,143 pounds

| 57 Ve EA TS UO OO 16,644,075 - ¢

G0 e e e 1,712,781 metric tons
Sulphuric Acid .o e 43,442 " ‘
Superphosphate. ... oo 17,930 "

NUMBER OF STOCKHOLDERS

The number of registered stockholders appearing on the books of the Company at
December 31, 1934, was 118,094.

Your Board of Directors records with deep regret the death on September 25, 1934, of
Percy A. Rockefeller who succeeded his father, the late William Rockefeller, and who served
as a director of the Company from September 26, 1922, to the date of his death.

There is attached hereto a Consolidated Balance Sheet showing the financial condition
of the Company and its subsidiary companies at the close of business December 31, 1934,
together with an Income Statement for the year, prepared and certified to by Messrs. Pogson,
Peloubet & Company, Certified Public Accountants.
By Order of the Board of Directors.
CORNELIUS F. KELLEY,
President.

New York, N. Y., March 23, 1935.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies
Consolidated Balance Sheet—December 31st, 1934 )
ASSETS

FIXED:
Mines and Mining Claims, Coal Mines, Timber
Lands, Phosphate Deposits, Water Rights and
Lands for Metal Producing -and Manufacturing
Plants....cooooee
Buildings and Machinery at Mines, Reduction
Works, Refineries, Manufacturing Plants,  Saw-
mills, Foundries, Waterworks, Steamships and
Railroads (including Railroad concessions to the
extentof $1,002,976.37)......
Less Reserve for Depreciation

Patents.............

Investments in Sundry Companies—at cost..._.........

Indebtedness of Affiliated Companies—not current..
DEFERRED CHARGES:

Stripping and Development ... . ..

Discounton Bonds. .o .

CURRENT, WORKING AND OTHER ASSETS:

Current Assets:
Suppliesonhand....ooooooio
Metals and Manufactured Products:

In Process—at cost..........
Finished—at cost, which is below market.__........
Accounts Receivable less reserves. applicable
thereto....coiieee..
Marketable Securities — at cost {(market value
$1,185,436.49) ..........
Casho oo,

Working and Other Assets:

Instalment house and land sales and other ac- -

counts receivable less reserves and deferred
credits to income applicable thereto............ ...
Prepaid expenses....
Deferred expenses..
Advances to sundry mining companies, including
advances on ores less reserves applicable thereto
Ores produced during development period not
being currently treated during. period of cur-
tailed production—at cost of mining..........l......
Cupriferous material held for future treatment......
Notes Receivable secured by Inspiration Con-
solidated Copper Co. First Mortgage 7%, Gold
Bonds and interest accrued....................... I

$296,815,108.03

$265,746,907.57

108,624,814.80 157,122,092.77

86,617.87
28,968,542.01
743,775.19 $483,736,135.87

$7,628,353.88
2,705,753.09  10,334,106.97
$12,333,523.16 .

5,383,514.80
30,493,185.61

5,862,419.24
1,538,746.37

. 12,245,431.10 $67,856,820.28

$1,153,762.87
265,340.23
462,893.34
271,891.57

1,559,956.05
3,336,346.76

6,893,788.08  13,943,978.90  81,800,799.18

$575,871,042.02 .
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies
Consolidated Balance Sheet—December 31st, 1934
LIABILITIES

CAPITAL STocK OF ANAconDA CoPPER MINING COMPANY:
Authorized, 12,000,000 shares of $50.00 each

ISSUOA oo e e eeien et anin e 8,919,086 shares - $445,954,300.00
Held in Treasury or through Subsidiaries................. 244,744 shares 12,237,200.00
OULStATIAING oo oevocmeemoorcmn oo niee oo remec s 8,674,342 shares .. $433,717,100.00

CapiTAL STOCK AND SurpLUs of Subsidiary Companies owned by
Y T Te ST gl UL 11 AP ESPTIERIRS RS S S 4,595,438.83

BonDs QUTSTANDING less held in Treasury:

Chile Copper Co. Twenty Year 5%, Gold Debentures, due 1947 $27,826,000.00
Butte, Anaconda & Pacific Railway Co. First Mortgage 59, Sinking
Fund Gold Bonds, due 1044 e 1,611,000.00 29,437,000.00
RESERVES:
For Repairs, Renewals and Replacements. ..o $344,513.31
For Workmen's Compensation Insurance, etC... ... ooeeeemivimmmeneaeenes 432,680.79
FOT COMEINMZENCIES . ooomomieeeremecaeemecr s cesnemss s reenmscasess s s 275,000.00
For Deferred Payment under power contract in connection with cur-
tailment Of OPErAtiONS. .. . o oo roorm oo emrcmmaeminemos oo 1,907,713.54 2,959,907.64
CURRENT:
Notes Payable—Banks....... ... RSSO $59,549,120.00
Acerued Liabiities oo ee s eeeseceesernean e n e e 3,946,089.61
Accounts Payable ..o 4,150,152.40  67,645,362.01
DEFERRED CREDITS TO INCOME N SR S 264,169.96
SURPLUS ..o oeoeeoeeee oo emeetamemememeoseacesabeeasaemmamem o camesra s e oo 37,252,063.58
$575,871,042.02

Note—In order to comply with the Government Income Tax requirements for the purpose of computing depletion, addi-
tional valuations of the mining properties have been recorded upon the books of the companies; but the result of those entries
has been omitted from the current statements.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidated Income and Surplus Account—Year Ended December 31st, 1934

Gross Sales and Earmings. ... oo e e

Cost of Sales—operating expenses, development, maintenance- and
repairs, administrative, selling and general expenses and taxes
except income taxes—sales to the extent of current production
being applied at CUrTENt COSt oo amemaier e e e lacamne oo

Income from operations of mining, smelting, refining and manufac-
turing plants . e
Other Income—Interest, dividends and miscellaneous income..................
—Profit on bonds retired......

—Interest and dividends of affiliated companies. ................

Total Income.......ooooiiieiiieee
Interest on Bonds and Current Obligations............ooocooo i
Expenses pertaining to non-operating units, including expenditure

during strike period
United States and Foreign Income Taxes—estimated.......................

Provision for depreciation and obsolescence and for depletion of timber,
coal and phosphate lands...... ..o i

Discounton Bonds. .o

Net Irncome—on current basis—before depletion of Metal Mines.______._..
Deduct:
Reserved for additional charges during curtailment of operations
under power contract
Additions to reserves for contingencies and other adjustments
applicable tO Prior YEarS .o o oo it

Net increase in Surplus before adjustments through dissolution of sub-
SIAIATY COMPANIES. i eooooerieeemeee e e ceeemeeecesccecacerm e arn e e

Deduct Adjustments through dissolution of subsidiary companies............

Minority share (INCOMIE) ... oo ceciem e e ememnen

Net decrease In SUrPlUS. oo oo

Surplus, December 31st, 1933 e
Minority Interest (deficit) .. oo

Surplus, December 31st, 1934 e
Minority Interest (deficit) including adjustments for Minority
Interest acquired during year ...

Surplus, December 31st, 1934, per Balance Sheet.................coo

$297,747.64
405,396.56
532,026.82

$99,149,535.64

82,053,027.58

$17,096,508.06

1,235,171.02

$4,527,349.60

3,747,090.70
1,565,803.47

$18,331,679.08

9,840,243.77

$6,295,321.70
236,019.86

$8,491,435.31

6,531,341.56

$443,342.65
741,146.66

$1,960,093.75

1,184,489.31

$37,960,880.74

38,348.75

$775,604.44
1,489,382.48

$713,778.04

33,387.87

$747,165.91

37,999,229.49

$37,248,060.14

4,003.44

$37,252,063.58
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To the Board of Directors,

Anaconda Copper Mining Company,
25 Broadway, New York, N. Y.

_We have made a general audit of the books and records of Anaconda Copper Mining Company and its
subsidiary corporations, which are 7577, or more owned, for the calendar year 1934 and in accordance therewith
su_bmlt herewith a Consolidated Balance Sheet and Consolidated Income and Surplus Account. In connection
with our audit we e}gamined or tested the accounting records of the company and other supporting evidence and
made a general review of the accounting methods and of the operating and income accounts for the year but
we did not make a detailed audit of the transactions.

Fixed Assets are carried on the same basis as in previous years, i. €.:

{a) Physical properties of parent company are carried at cash cost, or in the case of physical properties
acquired for stock of parent company, at par value of such stock, with the exception of certain
properties appraised at approximately $350,000.

(b) Physical properties of subsidiary companies are carried as follows:

From the amount at which the investment in the stocks of such subsidiary companies are included
in the Consolidated Balance Sheet there was deducted the net current assets of such subsidiaries
and the remainder of such amount was applied to physical properties. The basis for the amount
shown as investment in subsidiary companies is the cash cost of such stock to the consolidated
group of the stock of the respective subsidiary companies owned, or where such stock was acquired
for stock of parent company the par value of such stock, except as to properties of Andes Copper
Mining Company acquired by it for 1,229,143 shares of stock of Andes Copper Mining Company,
such properties being carried at the original par value of such shares, i. e., $25 per share, and as to
properties of Santiago Mining Company acquired by it for 65,431 shares of Santiago Mining
Company, such properties being carried at the original par value of such shares, i. e., $25 per share.

Owing to curtailment of operations and distance from source of supply and markets, supplies on hand are
somewhat in excess of current requirements.

Metals in process are carried at normal cost which approximates current production cost. Silver and gold
are carried at market quotations or less. In accordance with the principle-used in the preparation of the accounts
for the year 1933, finished metals sold have been valued at current production costs to the extent of metals
produced during the year. December 31st, 1933 inventory costs have been applied to sales made in excess of
production and inventories now on hand, being smaller than those at December 31st, 1933, are valued at prices
used in .those.nventories, which are below current market. Certificates for refined copper of a market value
of approximately $2,450,000are pledged with holders of notes payable.

Ores produced during development period not being currently treated are carried at cost of extraction
which is less than a conservatively estimated realizable value.

_Cupriferous material held for future treatment is valued at United States Treasury Department valuation
for income tax purposes, which approximates realizable value based on current metal prices as estimated by
metallurgists of the'company.

Investments, Marketable Securities, Inventories, Collateral, Cash, Notes Receivable and Payable, Bonds
and Capital Stock have been verified by inspection, certificate, or correspondence, and found in order and all
known liabilities, except as noted below, are provided for in the Balance Sheet.

A contingent liability existed at December 31st, 1934 for acceptances covering foreign sales of copper,
discounted in the ordinary course of business at various banks, on the greater part of which p.aymentlha§ already
been received and for exchange commitments most of which have been liquidated. A contingent liability also
exists in respect of United States Federal Income taxes but the amount payable, if any, can not be stated, until
2 settlement is arrived: at with the United States Treasury Department.

The usual depreciation has been charged, that of ‘metal producing plants being calculated on a unit of
production basis. - No depletion on metal mines, either on a cost or on the Treasury Departrnient valuation basis,
has been charged in the Accounts.

While there have been no changes of principle in the methods of‘accourgting 'employed by the company
during the year,-we have made certain recommendations as to changes in classification and description of items
which have been giver effect to in these accounts:

In our opinion the dccompanying Balance Sheet and related statement of Income and Surplus fairly present
on the basis outlined above the financial position of the company at December 31st, 1934 and the results of its
operations for the year.

We have also audited the books and records of your principal affiliated companies (Anaconda’ Wire and
Cable Company, Silesian-American Corporation and Walker Mining Company—not consolidated in these
Accounts) and all their subsidiaries upon which we report separately.

POGSON, PELOUBET & CO.
Certified Public Accountants.
New York, March 7th, 1935.
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STATEMENT 1934

iy

Wall{er Mlnlng ComPany

PLUMAS COUNTY, CALIFORNIA

P, 0. WALKERMINE, CALIFORNIA

SHIPPING POINT SPRING GARDEN, CALIFORNIA

OPERATING QFFICE

KEARNS BUILDING, SALT LAKE CITY, UTAH

(Incorporated under the Laws of the State of Arizona)

L]

CAPITAL STOCK

CommoN—Authorized - - - - - - 1,750,000 shares at $1.00 per share
Issued - - -« - - - - - 1,749,308 shares at $1.00 per share

Directors
J. R. WALKER R. MAY J. O. ELTON J. B. WHITEHILL
B. R. HOWELL H. A. GEISENDORFER ROBERT E. DWYER
Officers

J. R. WALKER, President

ROBERT E. DWYER, Vice-President
J. O. ELTON, Vice-President

J. B. WHITEHILL, Secretary-Treasurer

Transfer Agents

J. W. ALLEN, Transfer Agent, 25 Broadway, New York, N. Y.
Rom WarBURTON, Transfer Agent, 820 Kearns Bldg., Salt Lake City, Utah
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To the Stockholders of the
Walker Mining Company

The property continued on.a shut down basis throughout the year.

A skeleton organization was retained that kept the mine, mill and camp in
condition and watchman service was maintained.

Thirty tons of 60¢, copper precipitate were recovered from mine water and
stockpiled.

A 375 H.P. Nordberg double drum hoist was purchased and carried to ware-
house stock.

A Balance Sheet as of December 31, 1934, and an Income Account for the

Year 1934 are herewith submitted for your information.

Respectfully,
J. R. WALKER,

President.
Salt Lake City, Utah.

March 25, 1935.
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W alker Mining Company

BALANCE SHEET—DECEMBER 3lst, 1934

ASSETS

FIXED:
Mines, Mining Claims and Development—at cost..$1,323,171.65
Plant and Equipment at Mine, Mill,
Camp and Shops and Aerial Tram-

way—at cost ... ... .. . 0 . $1,472,664.41

Less: . Reserve for Depreciation.... 926,492.72 546,171.69 $1,869,343.34
EXPENSES PREPAID ............... R $86.09
CURRENT:

Supplies- on hand—at cost .........:........... $ 147,946.26

Ores and Concentrates on hand—at cost........ 268,784.63

Accounts Receivable ........... ... ... .. 2,263.70

CasSh it i i e i e e e e 69,055.53 488,050.12

$2,358,279.55
LIABILITIES

CAPITAL STOCK: .
Authorized—1,750,000 shares of $1.00 each

Outstanding—1,749,308 shares .........cciviunin $1,749,308.00
CURRENT: '

Accounts and Wages Payable ................... 7,742.54
SURPLUS ACCQUNT:

Surplus December 31, 1933 ... . cveiviinn.. $ 661,082.84

'Net Loss of the year ended December 31, 1934.... 59,853.83 601,229.01

$2,358,279.55

We have made an audit of the books and records of Walker Mining Company
for the year ended December 31st, 1934 in the course of which we have visited
the Salt Lake City and New York offices of the company.and have satisfied our-
selves /that the Assets and Liabilities are correctly stated in accordance with
the bases of valuation indicated in the Balance Sheet, and have made a survey
of transactions sufficient to satisfy ourselves that the accompanying Income
Account for the year ended December 31st, 1934, is correct as stated.

In the course of our audit we have relied on statements furnished by the
Mine Office to the Operating Office at Salt Lake City.

As all mining and milling operations were suspended during the year no
depreciation or depletion has been written off on the books of the company for
the year 1934.

We have examined the minutes of Stockholders’ and Directors’ Meetings and
the Balance Sheet and Income Account presented herewith are in accord with
these minutes.

POGSON, PELOUBET & CO.,
Certified Public Accountants.
New York, March 1st, 1936.

NOTE—In order to comply with the Government Income Tax requirements for
the purpose of computing depletion additional entries respecting the valuation of
the mining property have been recorded upom the books of the company; but,
being made for tax purposes only, the result of such entries is omitted from the
current statements.
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W aﬂier M ining Comp any

INCOME. ACCOUNT—YEAR ENDED DECEMBER 3ist, 1934

Expenses during suspension of operations, including property taxes,
maintenance of property, watching and clean-up of mill, less

credits for concentrates produced incidentally thereto.......... $ 59,499.36
Federal Capital Stock Tax, including adjustment of prior year....... 2,366.50
$ 61,865.86:

Interest RECEIVEA . ..vu'nerivtiiirneiionensonnesernetrnnreesnnees 2,012.03
Net Loss of the year ended December 31st, 1984 .. i $ 59,853.83 °
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hk_iTo the Stockholders of the PR
Wal/zer i mmg C ompany R oo

The property contmued on a shutdown basm untll late in August whe.n in ¢
view of better metal prices and the cash posxtlon of the Company your Du'ectotn ;-
! took steps to brmg the mme mto produotxon. :

3 “The mine was closed down in Febmry, 1932 and remamed down for approxi
mately three years and. six months. The shutdown expense during this period »
 practically exhausted our cash reserves.. However, had the mine continueéd.:to
.operate during the pericd of low metal prices the losses would have been gr
‘than the shutdown expenses and would-have exhausted the cash resources. af;a
more rapid-rate.. Starting up expense was necessarily heavy for repairs, Teplace-
me.nts an for unwatermg'.g:he lower wor! ‘.,Mucb of imber_had.

- aTh t{:u productio "1081 7 The ® pri at
eop: r'dnrinz ear, u&Ichperpoundf.w.b.r eryan for
ﬂpe;sounco at;Newé’ 3% gnce y for copper preva.ihng ogthd‘closa.otc
was A

th c€;for domastic silver” mined sfter*Ap
e ig%cluu : 8

: 3510 14

‘

The fma.nr.ml statements of your- Company for the year endm.g- D
1935 are heremth subnutted for your, mforma n., A

1t is mth gincere regret that T inform yon of the unhmel demise of:ou
esteemed director, Reuben May, who served this Company faxthi‘ully for m.lny
years and whose wise counsel was highly regarded by his fellow board m

Mr. E. L. May, son of Reuben May, was elected a director by the board on Febru-
ary 1, 1936, to f111 the unexplred term of l:us father. .

ki

Respectfully,
J. R. WALEER, " .

—uny n g S
N !

B o
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| ” Walker Miriiﬁg Company

" BALANCE SHEET—DECEMBER 31st, 1935

:

;™  FIXED ASSETS—See Note A:
T R : Pt
. Mines, mining claims and

. development. ., %L
" Plant and equi
’ _’:amp, shop

Surplus December 81st, 1934 ... _ SR $601,229.01 -~
~Net _Lo;s of the year ended December 31, 1935 - 84,082,668

¥

516,246.35
$2,348,727.04

NOTE A—Fixed Assets—Basis Valuation: ,
IR TR S N T o AT A ¥
Mines, mining claims, development and plant and machinery at mine, mill;

camp and shops and aerial tramway of Walker Mining Company are carried on

its books at cost, such cost being represented in the case of mines and mining
claims to the extent of $1,260,000.00 by par value of capital stock issued therefor-

and in the case of all other fixed assets by cash cost thereof. . *~ . = - o

Depreciation has been written off on a unit of production basis. o S i v

; - " In order to comply with the Government Income Tax requirements for the .- - & * '

t purpose of computing depletion additional entries respecting the valuation of the - ’

mining property have been recorded upon the books of the company; but, being
made for tax purposes only, the result of such entries is omitted from the current

statements.

.
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at o

" ln.vemde an sudit of the books and reeo of Walker M imnz Co p.ny
. for the year ended December 31st, 1935, in the course’ “of which we have visited:
the Salt Lake City and New York ofﬁcu of the company. and have satisfied .oura
selves that the assets and liabilities are ‘correctly stated in accordance withith
bases of valuation indicated in the Balance Sheet and Note A thereto, and have
made a survey of transactions sufficient to satisfy ourselves that the accompany
mg Ineome Aceonnt for the year ended December ?Igt. 1935, u correct as stated._

In ‘the course of our audit we have rehed mi utsfements furmshed by the Miﬁe ’
Offxce to the Operating Oﬂiee at Salt Lake Clty.~' A

We have examined the minutes of Stockholders’ and Du'ectors Mee
the Balance Sheet and Income Aeconnt preunted herewith are m aeeord w1

) m.mutel.' g ) ! - .
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Anaconda Copper Mining Company

CAPITAL STOCK

December 31, 1935

Authorized, 12,000,000 shares, $50each . . . . . .  $600,000,000
Issued, 8,019,086 shares, §50each . . . .. . . 445,954,300
OFFICERS
President . . . . . . . . . . CornNerus F. KELLEY
Vice-President . . . . . . . . . James R. HoBBINS
Vice-Presidentand Treasurer . . . . . RoOBERT E. DWYER
Secretary and Assistant Treasurer . . . Davip B. HENNEssY
General Auditor . . . . . . . James DicksoN
Assistant Secretary . . . . . . . KENNETH B. FrazZER
DIRECTORS
ANDREW J. MILLER CorneLius F, KELLEY
GrayvsoN M.-P. Murray Joun A, CoEe
James R. HosBINS RoBerT E. DWYER
WirLiaM D. THORNTON HerMaN C. BELLINGER
OFFICES

ANACONDA, MONTANA
BuTTE, MONTANA
25 Broapway, NEw YORK
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To the Shareholders of
Anaconda Copper Mining Company:

The consumption of non-ferrous metals during 1935 was substantially greater than in
the prior year. Consumption of copper in the foreign markets established an all-time
record. In the domestic market copper consumption improved materially over the preceding
year; nevertheless, it remained abnormally low compared with either the high year of 1929
or the average consumption for the five years immediately preceding 1929.

During the first half of the year, although deliveries of copper in the domestic market
were maintained at a normal ratio to consumption, buying practically ceased during May
and the first part of June due to the uncertainty that attended the continuance of the
National Industrial Recovery Act, and the price of copper in this market declined from
8.775¢ to 7.775¢ per pound. With the general increase in business during the last half of
the year large sales of copper were made and the price advanced until at the close of the year
it was 9.025¢ per pound, f.o.b. refinery.

At the beginning of the year it became evident that there was an over-production of
copper outside the United States for foreign markets and foreign production was curtailed.
As a result, the stocks of refined copper abroad, which had increased during the first half
of the year, were thereafter materially reduced. The foreign price of copper declined to
the equivalent of 6.15¢ a pound in February; thereafter it advanced and reached the
equivalent of 8.75¢ in October; and at the end of the year was quoted at the equivalent
of 8.375¢ f.0.b. refinery.

The World smelter production of primary copper during the year was 1,575,838 tons, an
increase of 16.79, over production of the prior year. Of this total 372,738 tons were domestic
duty-free copper and 1,203,100 tons were foreign. Refined primary copper production
totalled 1,550,745 tons, of which 368,407 tons were domestic and 1,182,338 tons were
foreign.

The World consumption of primary copper equalled 1,652,078 tons, an increase of
approximately 19.69, compared with the prior year. Domestic consumption of primary
copper totalled 415,663 tons, and foreign consumption 1,236,415 tons. Domestic con-
sumption including secondary copper totalled 528,194 tons, an increase of 39.09, over
1934. Foreign consumption in 1935 increased 11.39, over the prior year and was the
highest on record, while consumption in the United States was only 509, of that of 1929,

Stocks of refined copper in the United States decreased 123,021 tons, partially due to
the exportation of duty free copper. Refined stocks abroad increased 21,688 tons. The net
decrease in total refined stocks was therefore 101,333 tons. Refined stocks in the United
States were approximately 292,000 tons less than at December 31, 1933.

The production of zinc in the domestic market totalled 431,412 tons for the year, an
increase as compared with the prior year of 17.6%,. Domestic consumption totalled 465,600
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tons, an increase of 32.19, over the prior year, and was greater than that of any year since
1929. Stocks of zinc in the United States decreased 36,072 tons, and were at the lowest
point since 1929.

The price for silver mined in the United States was raised to 71.11¢ per ounce under
proclamation by the President of the United States on April 10th and again to 77.57¢ per
ounce on April 24th, and closed the year at that figure. Gold remained at $35.00 per
ounce throughout the year. The price of foreign silver, which reached a high of 81¢ per
ounce in April, 1935, declined sharply during the latter half of the year, and closed the
year at 49.75¢ per ounce. The prices for non-ferrous metals averaged for the year somewhat
higher than the averages that prevailed during the prior year.

Prices of the principal metals were reported by Engineering & Mining Journal as follows:

Jan. 2 High Low Dec. 31 Average
Copper—Duty Free f.o.b. Refinery—Cents per 1b....... 8.775 9.025 7.775 9.025 8.649
#  _Export f.0.b. Refinery—Cents per Ib....ccoovvmn 6.700 8.750 6.150 8.375 7.538
Lead —New York—Cents per Ib...coorcere 3700 4.600 3.500 4.500 4.065
Zine —St. Louis—Cents per 1B iomemereeraeineceee 3.725 4.850 3.700 4.850 4,328
Silver —New York (Not covered by President’s
Proclamations)—Cents per 0Z...oo-eocemeee 55.000 81.000 49.750 49.750 64,273

CORPORATE CHANGES

The existing bank loans of your Company and its subsidiaries, which totalled
$59,549,120 at the beginning of the year and had been reduced to $54,322,120 at September
30, 1935, were funded during the latter part of the year. A registration statement under
the Securities Act of 1933 as amended, was filed with the Securities and Exchange Com-
mission, covering an issue of $55,000,000 principal amount of fifteen year 414% Sinking
Fund Debentures, dated October 1, 1935, due October 1, 1950. After negotiation these
debentures were sold to the underwriters on October 18, 1935. The offering price to the
public was 98%4% and the commission to the underwriters was 39%,. These debentures
are the direct unsecured obligations of the Company. Upon the sale of the debentures the
outstanding bank loans of your Company and its subsidiary companies were paid.

The indenture under which the debentures were issued contains a provision that on
August 15, 1936, and on August 15th of each year thereafter to and including August 15,
1949, the Company will pay to the Trustee, (Guaranty Trust Company of New York), for
the purposes of a sinking fund for the retirement of debentures, an amount equal to the sum
of the following: () $1,000,000 plus (b) twenty percent (20%,) of the consolidated net income
of the Company, as the same is defined in the indenture, for the period of twelve months
ended on the next preceding December 31st. Such consolidated net income is the consoli-
dated net income as published in the annual report of the Company for the respective
twelve-months period, subject to certain adjustments as set forth in the indenture. In lieu
of any such sinking fund payment, the Company may deliver to the Trustee debentures
to be credited at cost to the Company. There is a provision that the maximum amount
of sinking fund payments required shall be so limited that the total amount of debentures
issued need not be retired through the sinking fund before October 1, 1945.
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The shares of the capital stock of your Company were registered on the New York
Stock Exchange and the Boston Stock Exchange under the Securities Exchange Act of 1934,
and the 414%, Sinking Fund Debentures were similarly registered on the New York Stock
Exchange.

Following steps begun in 1934 to simplify the corporate structure of the Company,
the assets and business of six minor 1009, owned subsidiaries were transferred in 1935 to
your Company, or other 100% owned subsidiaries.

An adjustment was made with the Montana Power Company in connection with power
charges deferred during the period of drastic curtailment of operations in Montana when the
power used was below the minimum provisions of the contract with that company, and as a
part consideration the facilities of the Electric Light Department, which supplied electric
light and power to the City of Anaconda, Montana, were transferred to the Power Company.

FINANCIAL

The gross sales and earnings of the Company and its subsidiary companies upon a
consolidated basis totalled $127,678,576.68, compared with $99,149,535.64 for the prior
year. The cost of sales, including all operating expenses, development and maintenance
charges, repairs, administrative, selling and general expenses, and all taxes except
income taxes, amounted to $100,266,618.82, compared with $82,053,027.58 for the previous
year, resulting in an operating income of $27,411,957.86, compared with $17,096,508.06
in 1934. The total income, including other income of $1,011,366.88, amounted to
$28,423,324.74.

After deducting from income the following items: interest on bonds and current obliga-
tions $4,044,434.87; expenses pertaining to non-operating units $2,403,935.88; United States
and foreign income taxes (estimated) $1,95 7,992.16; and loss on bonds retired $47,045.11; a
total of $8,453,408.02, the balance was $19,969,916.72. Provision for depreciation and
obsolescence and for depletion of timber, coal and phosphate lands was $8,390,015.79, and
the discount on bonds was $266,173.96, a total for these items of $8,656,189.75, and the re-
sultant net income on a consolidated basis for the year (without deduction for depletion of
metal mines), was $11,313,726.97, as compared with $1,960,093.75 for the prior year. The
consolidated net income after deducting minority share of $133,639.52, was $11,180,087.45.

Additional Federal income taxes for prior years plus charge-offs on dissolution of sub-
sidiary companies, less a credit on account of adjustment of deferred power charges, resulted
in a net charge to consolidated surplus of $268,500.19.

The funding of the bank loans through the issuance of the 414% Sinking Fund Debentures
materially improved the consolidated current position of the Company and its subsidiaries
as set forth in the consolidated balance sheet at December 31, 1935. Cash on hand at the
close of the vear amounted to $17,869,122.46, compared with $12,245,431.10 at the close
of 1934. Current assets, including cash, totalled $76,588,329.97, compared with
867,856,820.28 for the prior year. Current liabilities were $10,016,210.18, compared with
current liabilities of $67,645,362.01, including notes payable to banks, at the end of 1934.
The improvement in the net current position was $66,360,661.52.
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There were purchased and retired during the year, or held in the treasury at the close
of the vear $1,252,000 par value of Twenty Year 59, Debentures of Chile Copper Company
and $108,000 par value of First Mortgage 5% Sinking Fund Bonds of Butte, Anaconda &
Pacific Railway Company, a total of $1,360,000.

The improvement of $66,360,661.52 in the net current position on a consolidated basis,
and the decrease of $1,360,000 in the funded debt of the subsidiary companies totalled
$67,720,661.52. Of this amount $52,525,000 is attributable to the proceeds of the
debentures and the balance, $15,195,661.52, is accounted for principally by earnings for the
year plus depreciation charge in excess of expenditures for plant.

Further advances were made to the Inspiration Consolidated Copper Company on its
promissory notes secured by First Mortgage Bonds of that company, making its total
liability on notes to this Company as of the close of the year $7,643,000, on which interest
accrued as of that date amounted to $557,873.08. The Inspiration Company resumed
operations on a curtailed basis during the latter part of the year.

Capital expenditures during the year amounted to $2,165,432.91, summarized as
follows:

Mines, Mining Claims, and Lands. ..o $63,628.41
Buildings, Machinery and Equipment at the plants of the

Company and its subsidiaries. ... 1,984,024.51
Acquisition of shares of stock of subsidiary companies........ 117,779.99

$2,165,432.91

OPERATIONS

The operations of the mines, and the reduction, refining, fabricating, and other plants
of your Company and its consolidated subsidiaries, while conducted at an increased scale
as compared with the previous year, continued on a basis of substantial curtailment.

Copper

The production of metals from the mines of your Company and its consolidated sub-
sidiary mining companies through Copper Plant operations was 517,943,873 pounds of
copper, 5,472,579 ounces of silver, and 29,629 ounces of gold.

Copper deliveries for the year in both the domestic and foreign markets amounted to
828,589,950 pounds. After allowing for custom, secondary, and purchased copper, the
deliveries were in excess of production and resulted in a decrease of 53,776,871 pounds in
stocks of copper on hand. Deliveries were approximately 36% over the deliveries of the
prior year.

Zinc

Production of electrolytic zinc during the year amounted to 212,055,670 pounds, of
which 49,235,857 pounds were from Company mines, and the remainder from custom ores
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and concentrates and leased mines. Deliveries of zinc amounted to 197,145,130 pounds,
including the zinc used in the manufacture of zinc oxide at the zinc oxide plants at East
Chicago, Indiana and Akron, Ohio. The metals paid for in zinc residues and dross soid to
other companies amounted to 1,518,274 pounds of zinc, 27,103,467 pounds of lead, 348,149
pounds of copper, 2,874,131 ounces of silver and 6,132 ounces of gold.

Custom Smelting and Refining

The Copper Smelting Plant at Toocele, Utah, of International Smelting and Refining
Company resumed operations in October, 1935, on ores received from the Mountain City
Copper Company and concentrates received from the Walker Mining Company, subsidiary
companies of the International Smelting and Refining Company.

The Copper Smelting Plant of the International Company at Miami, Arizona, operated
intermittently; and its Lead Smelting Plant at Tooele, Utah, and Lead Refinery at East
Chicago, Indiana, operated on a curtailed basis throughout the year.

Operations at the Raritan Copper Works division at Perth Amboy, New Jersey, were
at somewhat higher levels than in the prior year. The facilities for the treatment of secon-
dary metals and by-product metals at that plant operated throughout the year.

The custom smelting and refining operations, other than zinc, produced from the treat-
ment of custom ores and concentrates and secondary metals 48,711,854 pounds of copper,
52,042,186 pounds of lead (including 2,127,592 pounds of lead from own mines), 2,826,513
ounces of silver, 63,974 ounces of gold, and certain by-product metals and materials. The
foregoing production includes production from ores and concentrates received from the
Walker and Mountain City Companies. In addition production from materials treated on
toll was 76,679,238 pounds of copper, 2,520,776 pounds of lead, 2,600,503 ounces of silver
and 6,132 ounces of gold. Deliveries of lead during the year were 68,808,665 pounds, inctud-
ing the lead used in the manufacture of white lead at East Chicago, Indiana, plant.

Ores and Concentrates From Subsidiaries

Operations on a curtailed basis were resumed by the Walker Mining Company in
September, 1935. The concentrates produced by it are shipped to the Tooele Copper Plant
of International Smelting and Refining Company.

Shipments of ore from the mine of the Mountain City Copper Company, located in
Elko County, Nevada, commenced in October. The company holds unpatented mining
claims covering approximately 470 acres and, in addition, owns approximately 176 acres of
patented agricultural lands which carry mineral rights. The property is equipped with
adequate structures and machinery for mining ore and carrying on development work.
Shipments are made by truck from the mine to existing railroad facilities, and thence by
railroad to the Tooele Copper Plant. A concentrator for the treatment of lower grade ores
than are now being shipped, is now being constructed at the mine.
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. . The International Smelting and Refining Company, a 1009, owned subsidiary of Ana-
conda owns 30.42% and 61.439, respectively of the stock of the Walker and Mountain City
Companies. :

4.

Fabricating Plants

The shipments of manufactured products of The American Brass Company, (including
Toronto Plant), and of the Anaconda Wire and Cable Company totalled 331,102,747 pounds,
compared with 425,516,899 pounds in the prior year, an increase of approximately 25%.

Miscellaneous Products

Miscellaneous products consisted of 73,128,020 feet lumber; 19,880 tons treble-
superphosphate and phosphoric acid; 7,929 tons arsenic; 946,051 pounds cadmium; 104,600
pounds nickel sulphate; and 289,162 pounds copper sulphate.

EMPLOYEES

During the year 1935 the average number of employees of the Company and its con-
solidated subsidiary companies was 32,828, of which 22,134 were within the United States.
The number of employees on the payroll at the close of the year totalled 34,976, of which
24,650 were within the United States.

NUMBER OF SHAREHOLDERS

The number of registered shareholders appearing on the transfer books of the Company
at December 31, 1935, was 110,229, as compared with 118,094 at the close of the prior year.

SILESIAN-AMERICAN CORPORATION

Principal production for the year of the subsidiaries of Silesian-American Corporation
operating in Poland was 89,457,039 pounds of zinc, 28,185,811 pounds of lead, 1,693,956
metric tons of coal, 42,453 metric tens of sulphuric acid, and 9.518 metric tons of super-
phosphate.

Although the currency of Poland has continued on a Gold basis, the products of the
subsidiaries of Silesian-American Corporation are sold in the World markets on the basis
of the Pound Sterling, which adversely affects such subsidiaries. At current exchange rates
the average price of zinc for the year on the London market was equivalent to 3.10¢ per
pound, and at December 31, 1935, was equivalent to 3.20¢ per pound.

The principal amount. of bonds of Silesian-American Corporation outstanding at the
end of the year was $6,230,000, a reduction of 818,000 during the year.
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FINANCIAL STATEMENTS

There is attached hereto as a part of this report a Consolidated Balance Sheet showing
the financial condition of the Company and subsidiary companies at the close of business
December 31, 1933, together with a Consolidated Income Account and a Consolidated
Surplus Account for the year, certified to by Messrs. Pogson, Peloubet & Company, Certified
Public Accountants.

By Order of the Board of Directors,

CORNELIUS F. KELLEY,
President.

New York, N. Y., March4 21, 1936.
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1935

ASSETS

FIXED ASSETS:
Mines and mining claims, water rights and lands for metal producing and
manufacturing plants—see note G. .
Coal mines, timber lands, phosphate deposits and clay lands—see note G... $ 9,629,328.09
Less reserve for depletion - 1,970,911.20 7,658,416.19

$290,926,572.17

Buildings and machinery at mines, reduction works, refineries, manufac-
turing plants, sawmills, foundries, waterworks, steamships and railroads
(including railroad concessions to the extent of $988,719.83)—see note G $285,398,333.24

Less reserve for depreciation 136,497,350.68 148,900,982.56
Patents 6,105.00
Investments:
Securities of subsidiaries not consolidated—see notesCand F............ $ 15,444,559.89
Other security investments—see note F 13,525,853.01
Indebtedness of subsidiaries not consolidated—not current.......ccooeeeeeeee 744,129.03  29,714,541.93 $477,206,617.85

DEFERRED CHARGES:

Stripping and development.. $ 7,729,643.81
Prepaid expenses 267,047.20
Deferred expenses. 408,131.98

Discount and expense on bonds. 5,064,495.66  13,469,318.65

CURRENT AND OTHER ASSETS:
Current assets:

Supplies on hand—see note E.... $ 12,289,332.82
Metals and manufactured products:

In process—see note D 5,549,924.97

Finished—see note D.. 30,684,213.20
Accounts and notes receivable—trade, less reserve. 8,489,376.26
Indebtedness of subsidiaries not consolidated—current. v ..oeerececeeeeeeae 296,352.07
Marketable securities—at cost (market value $816,699.28) 1,410,008.19
Cash 17,869,122.46  76,588,329.97

Other assets:

Installment house and land sales and other accounts receivable, less

reserve $ 1,049,697.31
Advances to sundry mining companies, including advances on ores, less

reserve. 290,076.33
Ores produced during development period not being currently treated

during period of curtailed operations—see note H 1,390,647.92
Ciupriferous material held for future treatment-—see note ) ST 3,336,346.76

Notes receivable of Inspiration Consolidated Copper Co. and interest
accrued thereon secured by First Mortgage Bonds of that company
in the principal amount of $7,643,000 (being total amount of said
bonds issued) 8,200,873.08  14,267,641.40  90,855,971.37

$581,531,907.87

" See explanatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1935
LIABILITIES
CAPITAL STOCK of Anaconda Copper Mining Company:
Authorized—12,000,000 shares of the par value of $50.00 each
Issued o 8,919,086 shares $445,954,300.00
Held in treasury or through subsidiaries e 244 748 shares 12.237,400.00
QOutstanding . ettt eeee et et et s et n et e 8,674,338 shares $433,716,900.00
CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest. ... 4,667,464.73
BONDS OUTSTANDING:
Anaconda Copper Mining Company 414% Sinking Fund Debentures due 1950—see note J  $55,000,000.00
Chile Copper Co. Twenty-year 57 Gold Debentures due 1947—seenote J.. .o 26,574,000.00
Butte, Anaconda & Pacific Railway Co. First Mortgage 5% Sinking Fund
Gold Bonds, due 1944 (guaranteed as to both principal and interest by
Anaconda Copper Mining Company)—see note J $1,588,000.00
Lessheld In treasury . oo 85,000.00 1,503,000.00  83,077,000.00
RESERVES:
For repairs, renewals and replacements $  390,800.63
For workmen's compensation insurance, etC..._ ..o 532,391.29
For contingencies 275,000.00
For deferred payment under power contract in connection with curtailment of operations.__. 450,000.00 1,648,191.92
CURRENT LIABILITIES:
Accounts payable—trade $ 5,008,913.46
Wages PAYADIe. . e 720,720.89
Accrued taxes 2,590,877.79
Accrued interest 1,323,745.86
Other accrued liabilities ... ... 193,597.89
Other accounts Payable. e 178,354.29  10,016,210.18
DEFERRED CREDITS TO INCOME e 242,490.20
SURPLUS e e e 48,163,650.84

$581,531,507.87
See explanatory notes, pages 13 and 14,
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Income Account—Year Ended December 31st, 1935

Gross Sales and Earnings

Cost of Sales—operating expenses, development, maintenance and repairs, administrative,
selling and general expenses and taxes except income taxes—sales to the extent of current

$127,678,576.68

production being applied at current cost 100,266,618.82
Income from operations of mining, smelting; refining and manufacturing plants. ... $ 27,411,957.86
Other Income—Interest and dividends—see note E $ 634,144.83
—Miscellaneous income. 248,724.29
—Profit on sale of capital assets...... 128,497.76 1,011,366.88
Total Income. $ 28,423,324.74
Interest on bonds and current obligations.... . $ 4,044,434.87
Expenses pertaining to non-operating units . 2,403,935.88
United States and Foreign Income Taxes—estimated 1,957,992.16
Loss on bonds retired : 47,045.11 8,453,408.02
A $ 19,969,916.72
Provision for depreciation and obsolescence. $ 8,319,457.67
Provision for depletion of coal mines, timber lands, phosphate deposits and clay lands (with-
out deduction for depletion of metal mines) 70,558.12
Discount and expense on bonds 266,173.96  8,656,189.75
Net Income without deduction for depletion of metal mines $ 11,313,726.97
Minority share of income 133,639.52
Consolidated Net Income.

See explanatory notes, page 14.

Consolidated Surplus Account—Year Ended December 31st, 1935

Surplus, December 31st, 1934 $37,248,060.14
Minority Interest (deficit) 4,003.44

Consolidated Net Income, without deduction for depletion of metal mines.

$ 11,180,087.45

37,252,063.58
11,180,087.45

$ 48,432,151.03

Deduct:

Additional Federal income taxes for years 1926, 1928 and 1929, less refund, and interest
accrued thereon $ 496,196.63

Patent rights and expenses in connection therewith of a wholly owned subsidiary written
off on dissolution of company. 97,736.68
$ 593,933.31
Less adjustment of reserve for deferred payment under power contract 325,433.12
Surplus, December 31st, 1935 $48,235,924.09
Minority Interest (surplus) 72,273.25

Consolidated Surplus, December 31st, 1935
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268,500.19

$ 48,163,650.84
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 31st, 1935

NOTE A—PRINCIPLES APPLYING IN CONSOLIDATION

In order to present the status of the Company's interest in subsidiaries where the interest owned (directly or through other subsidiaries) is 75% or more
of the issued stock, the assets and liabilities of said subsidiaries as they appear upon the books of said subsidiaries are distributed under appropriate
headings on the Consolidated Balance Sheet, except that four small subsidiaries more than 75% owned, the operations of which are not an integral
part of the operations of the consolidated group, are carried as investments in the Consolidated Balance Sheet. The interest of minority stockholders
of subsidiaries, the accounts of which are consolidated, is shown on the Consolidated Balance Sheet. Accounts of subsidiaries in which the Company's
interest is less than 75% of the issued stock are not consolidated and the shares owned in these subsidiaries are carried as investments in the Con-
solidated Balance Sheet. The term ‘‘subsidiaries’ is intended to mean corporations in which a majority of the voting stock is owned directly by
the Company or through other corporations in which the stock interest of the Company ig more than 95%.

NOTE B—BALANCES IN FOREIGN CURRENCIES

Cash balances in foreign currencies {equivalent to $366.665.69 in United States currency) are converted into dollars at rates not more favorable than
those effective at December 31st, 1935, Current assets and liabilities at the Toronto piant of Anaconda-American Brass, Ltd. are carried in Canadian
currency and have been converted into U. S. dollars at rates not in excess of rates current at December 31st, 1935.

Contingent liabilities existed at December 31st, 1935 for acceptances covering foreign sales of copper discounted in the ordinary course of business at
various banks, on the greater part of which payments have already been received, and for exchange commitments most of which have been liquidated.

NOTE C—~EQUITY OF COMPANY IN UNCONSOLIDATED SUBSIDIARIES

The equity of the Company in the assets of the principal unconsolidated subsidiaries (Anaconda Wire and Cable Company, Mountain City Copper Com-
pany and Walker Mining Company) and the four unconsolidated subsidiaries referred to in Note A had decreased at December 31st, 193S, to the extent
of $36,002.92, since the dates of acquisition as the result of profits, losses and distributions as shown by the books of said unconsolidated subsidiaries,
but the cost thereof as shown in the Consolidated Balance Sheet has not been adjusted for such decrease.

NOTE D—INVENTORIES OF METALS AND MANUFACTURED PRODUCTS

The metailic contents of copper ores, concentrates, and cupriferous materials, and zinc and lead ores and concentrates, while in treatment at reduction
plants up to the production of blister copper, electrolytic copper, metallic zinc and lead bullion, are classified as metals in process, Blister and elec-
trolytic copper, metallic zinc, lead bullion, and other products and metals produced in connection therewith or therefrom, including stock in works at
fabricating plants, are treated as finished.

Inventory in procesads calculated at *‘normal cost”” which is below the equivalent of current market for metallic content of such inventories.

Finished metals and manufactured products on hand at December 31st, 1935 (except silver and gold which are carried at market quotations or less),
have heen valued (a) as to that part of the inventory which was equal to the quantity on hand at December 31st, 1934, at the inventory price of
December 31st, 1934, and (b) as to that part of the inventory which exceeds in quantity inventory on hand at December 31st, 1934 at production
costs during the year ended December 31st, 1935. Inventory valuations determined in accordance with the foregoing method were below market
prices for the various metals and products at December 31st, 1935.

See Note C to Consolidated Income Account.

NOTE E—SUPPLIES ON HAND
Supplies on hand, including replacement parts as well as current supply items, are carried at cost.

NOTE F—INVESTMENTS—BASIS

Investments in securities of unconsolidated subsidiaries and other security investments are carried at cost or less, such cost being cash cost, or in the
case of securities issued in exchange for property transferred by-the Company or a consolidated subsidiary, the cost of such property to the consoli-
dated group after deducting depreciation to date of transfer, and do not indicate current values. Other security investments include shares of Inspira-
tion Consolidated Copper Company carried at $10,914,107.51.

NOTE G—PROPERTY, PLANT AND EQUIPMENT—BASIS OF VALUATION

(a) Property, Plant and Equipment of the Company are carried at cash cost or in the case of physical properties acquired for stock of the Company at

par value of such stock.

(b) Property, Plant and Equipment of subsidiaries (the accounts of which are included in this Consolidated Balance Sheet) are carried at the difference
between (1) the investment basis for the respective subsidiary as set forth below, and (2) all net assets (other than property, plant and equipment)
of such subsidiary at the time when its accounts were first included in the Consolidated Balance Sheet of the Company and subsidiaries, to which
is added the cost of subsequent acquisitions. Such investment basis is the cash cost to the consolidated group. of the stock of the respective
subsidiary owned by such group, where the same was acquired by the group for cash, or where the same was acquired by the consolidated group
for stock of the Company, the par value of the stock of the Company, except as to properties of Andes Copper Mining Company and Santiago
Mining Company acquired by said companies respectively for shares of their capital stock, which properties are included in the Consolidated
Balance Sheet at the original par value of the shares of those companies issued therefor (i.e., $25 per share), amounting in the case of Andes
Copper Mining Company to 1,000,000 shares and in the case of Santiago Mining Company to 70,566 shares. Of said stock of Andes Copper
Mining Company issued for property 998,036 shares were acquired by the Company and subsidiaries at less than the original par value thereof
and of said stock of Santiago Mining Company 65,431 shares were acquired (in 1930) by the Company at less than the original par value thereof.
The 65.431 shares of Santiago Mining Company prior to their acquisition by the Company were carried in the consolidated financial statements
as outstanding minority interest at par from the date whea Santiago Mining Company was first included in such statements. Upon the acquisition
of such shares by the Company in 1930 the difference of $1.519,565.66 between the par value thereof and the cost of such shares to the Company
was transferred from minority interest to consolidated surplus. The total amount credited to consolidated surplus on account of the difference
between the par value of the above-mentioned shares of Andes Copper Mining Company and Saatiago Mining Company and cost thereof to the
Company and its subsidiaries was $23,429,105.38.

(c) It has been the practice of the Company, consistently applied to its own properties and those of subsidiaries the stocks of which have been acquired
and the accounts of which are included in the Consolidated Balance Sheet, to carry Property, Plant and Equipment as described above. Pursuant
to the requirements of the United States Treasury Department, valuations as of March 1st, 1913 of mining properties then owned have been
recorded on the books for the purpose of computing the amount allowable as a deduction for “‘depletion’” in arriving at taxable income under the
Federal income tax laws, but these values have not been included in the published accounts of the Company.

The Company has consistently followed the practice of not deducting any amount for depletion on account of metals mined in any of its published
accounts, and no such deduction is included in any of the financial statements submitted herewith.

Depletion based on cost has in the case of timber, coal, clay and phosphate lands, been deducted from income in the financial statements submitted
herewith and also from the cost basis shown in the Consolidated Balance Sheet.

(d) In the Consolidated Balance Sheets of the Company and its subsidiaries heretofore published, the depreciation reserve, shown on the books of The

‘American Brass Company and certain other subsidiaries as of the dates the stocks of those companies were acquired by the Company was deducted

in stating the plant and equipment account of those companies in the Consolidated Balance Sheet and was not included in depreciation reserve

on the Consolidated Balance Sheet. The foregoing Consolidated Balance Sheet includes such accumulation in the depreciation reserve. This

change does not atfect the net amount at which such fixed assets are carried, nor does it affect consolidated -surplus, or any item other than the
separate items of plant and equipment and depreciation reserve,
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Certain transfers between the accounts “Mines and Mining Claims”, “Plant and Equipment,” and ‘Reserve for Depreciation™” have been given
effect to in this Congolidated Balance Sheet. They consist entirely of transfers between these three accounts and do not affect the net amount
at which Property, Plant and Equipment are carried nor do they affect the consolidated surplus or any item other than fixed assets and depre-
ciation reserve,

{e) The values of Property, Plant and Equipment are shown on the bases above set forth and do not indicate current values which could be established
only by current appraisals.

NOTE H—ORES PRODUCED DURING DEVELOPMENT PERIOD

Ores ‘P;Joduced during development period not being currently treated are carried at cost of extraction which is less than a conservatively estimated realizable
ue.

NOTE [-—-CUPRIFEROUS MATERIAL

Cupriferous material held for future treatment is valued at United States Treasury Department valuation for income tax purpcses, which is approximately

zge Z-:alue of the recoverable metals contained therein at current metal prices after deducting treatment costs, both as estimated by metallurgists of
e Company.

NOTE J—SINKING FUND REQUIREMENTS

Under the sinking fund provisions of the indenture covering the $55,000,000 434% Sinking Fund Debentures of Anaconda Copper Mining Company, the
Company will be obligated on August 15th, 1936 and on August 15th of each year thereafter, to and including August 15th. 1949, to pay to the
Trustee, for the purposes of the sinking fund for the retirement of debentures, an amount equal to $1,000,000 pius 20% of the consolidated net income
of the Company (as defined in the indenture) for the period of twelve monthsended on the next preceding December 31st or in lieu of such payment,
the Company may deliver to the Trustee debentures to be received by the Trustee in lieu of an amount of cash equal to the purchase price of
such debentures paid by the Company in the acquisition thereof.

The sinking fund provision of the indenture providing for the issue of Chile Copper Co. 5% Debentures requires the redemption or cancellation
of debentures annually and in 1936 such requirements call for redemption or cancellation of $1,967,000 principal amount of debentures against which
$1,460.000 had been deposited with the Trustee prior to December 31st, 1935,

Under the sinking fund provision of the indenture providing for the issue of First Mortgage 5% Sinking Fund Bonds of Butte, Anaconda & Pacific Rail-
way Co. the annual cash sinking fund payments for 1936 will amount to $102,000.

NOTE K—SURPLUS

Included in Consolidated Surplus are: {(a) A credit of $21,909,539.72 arising from inclusion in Consolidated Balance Sheet of assets and liabilities of Andes
Copper Mining Company at the amounts shown on its books (see Note G), (b) a credit of $1,519,565.66 arising from acquisition 11 1930 of minority
shares in Santiago Mining Company issued for property and carried at their par value, said amount representing the excess of par value over acqui-
sition cost, (c) a credit of $20,816,158.49, being the excess of the proceeds of the issue of 3,109,598.54 shares of stock of Company over the par value
thereof and (d) a charge of $11,907,498.50, being discount and expense on issuance, and premium on redemption of bonds, redeemed through funds
obtained by issuance of stock above referred to. See paragraph (c) of Note G as to practice regarding depletion.

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 1935

NOTE A—BASIS

Basis is same as set forth in Note A to Consolidated Balance Sheet, The equity of the Company in the income of four small subsidiaries more than 75%
owned the operations of which are not an integral part of the operations of the consolidated group, amounted for the year ended December 31st, 1935

to $124,916.20,
NOTE B—INTER-COMPANY SALES AND PROFITS

Sales to consolidated subsidiaries have been eliminated and the sales shown in the Consolidated Income Account include only salesto othersthan the
Company and consolidated subsidiaries.

Inter—ompany profits, where these are material, have been eliminated in the Consolidated Income Account. The principal inter-company transactions

are sales of copper and other metals to manufacturing subsidiaries. The inventories of manufacturing subsidiaries include so far as is ascertainable,
no inter-company profit.

Any inter-company profits resulting from transactions in connection with purchases and sales of supplies and furnishing of services and in connection
with refining and smelting operations are not material in'amount and have not been elimipated.

NOTE C—COST OF SALES

The general practice of inventory valuation followed in the year ended December 31st, 1935 was ag follows:

In ascertaining consolidated income during the year 1935, the Consolidated Income Account was stated on the basis of last-in first-out, that is, apply-
ing current cost of metal production to sales to the extent of current production and sales in excess of current production were carried in the Con-
solidated Income Account at the inventory cost, such cost being the same as the inventory cost used for Balance Sheet purposes.

NOTE D—DIVIDENDS AND EARNINGS OF PRINCIPAL UNCONSOLIDATED SUBSIDIARIES

No dividends were paid to the Company by any unconsolidated subsidiary during the year 1935. The amount of the Company's proportion of the com-
bined net current earnings of the principal unconsolidated subsidiaries {Anaconda Wire and Cable Company, Mountain City Copper Company and
Walker Mining Company) and the four unconsolidated subsidiaries referred to in Note A amounted to $761,742.73.

NOTE E—INTEREST—INSPIRATION CONSOLIDATED COPPER COMPANY

There is included in Interest and Dividends interest on notes of Inspiration Consolidated Copper Company, in the amount of $438,085.00 for the year
ended December 31st, 1935. .
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POGSON, PELOUBET & CO. CABLE ADDRESS “‘CERTIFIED' NEW YORK
PERCY W. POGSON NEW YORK - 25 BROADWAY
MAURICE E. PELOUBET EL PASQO, TEXAS - MILLS BLDG.

LEWIS M. NORTON
SIDNEY W. PELOUBET

AGENTS

LONDON - KEMP, CHACTERIS, NICHOLS, SENDELL & CO.
36 WALBROOK, E. C. 1.

PARIS = TURQUAND, YOUNGS, KEMP & CO.
8 RUE DU HELDER

BERLIN - TURQUAND, YOUNGS, KEMP & CO.
UNTER DEN LINDEN 56

EGYPT - HEWAT, BRIDSON & NEWBY
ALEXANDRIA AND CAIRO

To the Board of Directors,

Anaconda Copper Mining Company,
25 Broadway, New York, N. Y.

We have made an examination of the Consolidated Balance Sheet as of December 31st,
1935, of Anaconda Copper Mining Company and of the other corporations whose accounts
are consolidated with its accounts as stated in Note A to the Consolidated Balance Sheet
(which other corporations are hereinafter referred to as consolidated subsidiaries) and of their
Consolidated Income and Surplus Accounts for the calendar year 1935.

In connection with our audit we examined or tested the accounting records of Anaconda
Copper Mining Company and its consolidated subsidiaries together with other supporting
evidence and made a general review of the accounting methods and of the operating and
income accounts for the calendar year 1935, but we did not make a detailed audit of the
transactions.

The practice of the Company and its subsidiaries with respect to the computation of
their net income or net loss without deduction for depletion of metal mines is, in our opinion,
in accordance with accepted principles of accounting in industries engaged in the mining
of copper, gold, lead, silver and zinc.

In our opinion, based on our examination, such Balance Sheet, Income and Surplus
Accounts, together with the notes attached thereto or appearing thereon, fairly present, in
accordance with accepted principles of accounting in the industries in which the Company
and its subsidiaries operate, consistently maintained by the Company and its subsidiaries,
the consolidated position of the Company and its consolidated subsidiaries as of December
31st, 1935 and the combined results of their operations for the calendar year 1935.

POGSON, PELOUBET & CO.,
Certified Public Accountants.

New York, March 12th, 1936.
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Falkeraine, Califoraia
lareh 13, 1337
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¥re. Je« Re Talkep, FTos,,
walkep uluing Ccompany
galg lake City, Utah -

B‘r‘ il 17 8 pooey

gucloesd pleass [izd M ine Progresd geport end Repors on Comeentration
Operations for $he 3irss peliow Ge Larch 1.9, Mareh 1, to 8, 1937, inclusive,

S0U sRERC o breakegzs was had iz t:e South orebody, Prrodustioa amounted to 843
* Assay of 1,501 copper.

CEETRAL ORIBIDY 893 Raise, from €26 prifs gouth, finger raise preparatory to mining

880 Stope, was alvanced 1l feet, breaking 4% tons, sarrying 0.30% copper. 694 Raise,

from 626 Drifs South, finger raise preparatory to mining 830 Stope, was edvasced 7
feet, breeking 27 toas, carryiung 1.28% copper. 95 Ralse, from 828 Drift South, finger
raiss preparatory to mining 630 sStope, was advanoed 3 foet, breaking 11 tons, sarrying
0.85% copper. 697 Raise, from 828 Drift South, nanway raise preperatory to amiaing 820
Stope, wus advanced 19 fee$, breaxing 7S tons, carrying 0,60% coprer.

A stdemripe in 1101 Cross-out Eas¥, saking dowa bask on statiom, broke 50 tons
of waste,
repazt stope breukage was had in 880, end 10808 Stopes as dataliled in the progrecs

[ ]

rotal Muiu 1a Boadings axounted to 40 fest; dreckige totaled 1,027 tons,
with Mine aseay of 3.14% eop;er, end 50 toas of wasts. »rroduetion emcuated to 898 tons,
with iilne Assay of 1,403 coppers '

YORTH CR2SODY 1017 Drift tiorth, from 1016 Cross-cut West, exploratory 4drift to develop
own susion of ors, was advunoed 30 feet, breaking 196 tons of waste, 10974 dalse,
from 1017 Drift North, chute and mansay ralse preparatory to miniag 1040 Stoje, was ad-
vanced 8 fess, brsaking Bl tons, carTying £,55% eapper. 100E£3s Drift Eorth, from 109YA
Raise, sud-lovel arift preperatory to nining 1040 3%0pe, was advinesd S8 feet, breaking

146 toms, oarrying l. coprer, 1008p Oross-ocut zaat, from 101Y Drift North, exploratory
eross-ent to R/U of vﬁi’-. D tvinsed @ fest, breaking 53 tons of waste. Orose~ -

out Zass, from 101f Drift North, exploratory eross-cut o develsp E/R of vein, was ad-
vaneod 3 feol, breaking 33 tons ef maste. 10173 Drift North, from 10974 Ralese, atope
drift preparstory to mining 1040 stape, Was advaincsd 18 fee$, breaking U1 tons, carryiang
1.40% eepyer. 10178 Drift Seuih, from 1097A Ralse, stope &rif$ preperatory o mnining
1050 stepe, was sdvaneed 15 feed, breaking 4B tons, carrying l.355% eopper. 101838 Ruise,
from 101588 Drift Rorth, finger raise prepayatory to miniag 1030 Stope, was advansed 30
feot, breaking 115 tons oarrying 0,Y0% ecopper. 10158s Raise, from 1016Be Drift Seutd,
fingsr reise preperatory %o aiaing 1030 Stepe, was adwvenced 31 feet, breaking 119 tons,
carrying 0.75% oopper.

st::o breakage wsa hed im 920, 1030, and 1030 Etope as desailed in the progress
Teporte

sotal advence ia headings emounted to 101 fech; breskage totaled 2,607 tons,
with Mine Assay of 1,38% eopper, and 281 tons of waste,. Produstion amgunted to 2,859
tons, with Line Assay of 1,454 copper, asd £08 toas of w:ste,

¥10 ORZECDY Stope breaksge was bod 4n 708D stope as detailed ia the progress report.
M

¥o advance w28 :ade in headings. Breakage totaled 164 tons, uith Xino Asary
of 1.18% coppere Frodwetion exounted te 6 tous, with Mine Aseay of 1.70% ceppere
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712 oREBODY 5080 Drift North, from 4530 Raise, exploretory drifs to develop north end
) above 400 level wzs sdvamced 3 feo, breakiag 10 toas, serrying 0.30% copper.
Stope Lreakage was had in 408 §8, 303 §3, 505B, and 8000 stepes as detailed
ia the progress repors, :

Total advence in headings smcunted to 3 feat) breakage totaled 1,558 toas,

with Mise Assay of 2,74% copper, Froductica emounted %0 1,839 tons, with kifins Assay
of 2.60% coppers ' A

PTUTR CATBcDY S4EB Drift South, from ¢868 Baiss, stope drift preperatory to aining
€55 ovope, was edvanced 38 feet, brecking 120 tons, osrrying 1.13% copper.

Stepe breakage was had a 619, 848, and 655 Stopes as detuiled in the preo-
gress repoTt,

Total odvanee in hesdings amoanted to 38 fest] breaksge totaled 7,958 tezs,
with Mins Assay of 1.1Y% ecopper, Producstion ampusted to 5,710 tons, with Mine Asssy

of 1.2%% copyer.

CEMNERAL

Total advance in headings of all deseripticns throughout the nine amounted
to £68 feed} breaksge totaled 13,360 toms, with Mine Assay of 1l.48% eopper, amd 531
tons of w=ets., Produstion emounted to 11,049 toms, with Miine ABsay of 1,545 copper,
and 208 tona of waste.

IHE MINE Station eutting and timbering of 9153 Raise om 700 level was eontinued. Re-
tinbering and elsanup of 794 was continued. Nessssery repairs to heist room ond shaf$ -
Simbers was made, and use of the 794 Raise for service atove the 700.1svsl was resumsd,

" Dewatering of the Pinte shaft wus started, and water lowered 13 sets below the 700 level.

mm KILL Opersted satisfestorily during the period, orushing en average of 1,366 tous

dry for the eight days oF & total of 10,920 tons for the period, & detailsd resums of

::% is given; o the attachsd metallurgical sheed. 3111 heads fOr vhe period aversged
eoppers '

THR TRL.AY Opereted satisfectorily during tbe pericd handling 1,852 buskets of soneen~
Trates oatbound, wwownting to 641,67 tous dry and 38,63 tons of back freight. Repairs
were as follows: pus 139 feet of 1-1/8" eable ovar Nes, 23 aad 50 Towe¥s, Pus ons
splice in Traction ROpS. Chanzed two coupliags on Hos. 39 end E£9 ToweTs, (reased all
saddles and {dlsrs,

HOHINE SHOP ade 1S feed sorews for the Leynsr mashines. Cut and threaded 5O pleses

oF 2° and o° pipe for various parss of the mine, Mads EO soft hamaers for dotashable bits,
Changsd belt om $he FOe 1 COMITesA0X. The eable idler, pump, and the hoist 1is being re-
paired at 794 wbeve the blast ococurred., 7The loeomotive 18 being repaired that was blasted
and will require abous 855 new parte after sslvaging wheels ead eenters, ste. Cemplotely
overhaulsd ROe 6 Camsron yuxp which was at the suxp a$ TOOA Winge. cut 10, 10 foot
pricrley podte £o= 20 mies. repaired 0 trum buckets. Mede wheel guzrd for the srarmel
pcresn i vhe Xill, . >
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To the Shareholders of
ANACONDA COPPER MINING COMPANY

THE demand for non-ferrous metals during the year 1936 in the United States
continued to increase above that of the prior year and with the demand that had been
established in foreign markets caused a rapid expansion of the industry. The monthly
consumption of copper during the year reached its peak in October in both the domestic
and foreign markets. Stocks of refined copper decreased materially and production was
substantially increased during the latter part of the year.

World production of primary blister copper totalled 1,799,940 toms, of which
604,340 tons were domestic duty-free, and 1,195,600 tons were foreign. Production of
primary copper in the United States showed an increase of approximately 627, over
that of the prior year. Production abroad was approximately the same. World produc-
tion of primary refined copper was 1,760,299 tons, the domestic duty-free copper
amounting to 621,371 tons and foreign to 1,138,928 tons.

In comparison with 1935 world consumption of primary copper amounted to
1,803,543 tons, an increase of 14.2%:; consumption of primary copper in the United
States to 663,466 tons, an increase of 59.6%,; and foreign consumption to 1,230,077 tons,
approximately the same as in the previous year. The consumption in the domestic
market, including secondary copper, totalled 7 64,560 tons, an increase of 44.7% compared
with the previous year.

Stocks of duty-free refined copper in the United States were reduced during the
year by 70,347 tons and refined stocks abroad by 62,897 tons, a total decrease of 133,244
tons. Stocks of refined copper at the end of the year, as reported by the Copper Insti-
tute, were 161,068 tons of duty-free and 192,255 tons of foreign. At these levels stocks
are normal and future demand must be supplied by production.

Production of zinc in the United States was 524,271 tons, an increase of 21.5%
compared with the prior year, and consumption amounted to 563,273 tons, an increase
of 23.1%,. Stocks of zinc on hand at the close of the year totalled 44,756 tons, the lowest
since June 30, 1929.

The trend of non-ferrous metal prices was definitely upward during the year.
The domestic price of copper was 9.025¢ per pound f.0.b. refinery at the beginning of
the year and was 11.775¢ per pound at the end. The price for export copper f.0.b.
refinery was 8.375¢ per pound at the first of the year and at the close was 11.600¢ per
pound. Zinc at the end of the year was 5.450¢ per pound St. Louis, compared with 4.850¢
per pound at the beginning. The price for silver mined in the United States remained
at 77.57¢ per ounce throughout the year and gold at $35.00 per ounce. The price for
foreign silver showed slight variation throughout the year and was 45¢ per ounce at the
close.
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The prices of the principal metals as reported by the Engineering & Mining Journal
were as follows:

Jan. 2 High Low Dec. 31  Average
Copper-Duty Free f.o.b. Refinery—perlb......... 9.025¢ 11.775¢ 9.025¢ 11.775¢ 9.474¢
Copper-Export f.0.b. Refinery-perlb............ 8.375 11.600 8.250 11.600 9.230
Leap -New York-perlb........... ... .. ... 4500 6.000 4.500 6.000 4.710
Zine -St.Louis—perlb.......... ... ... .. ... 4.850 5.450 4.750 5.450 4.901
SiLvER —New York-(Not covered by President’s
Proclamations)-peroz............... 49.750 49.750 44.750 45.000 45.087

CORPORATE CHANGES

The Chile Copper Company Twenty-Year 59, Debentures due January 1, 1947, of
which $26,574,000 were outstanding at the beginning of the year, were called on January
1, 1937, at the redemption price of 101. Funds to the amount of $25,000,000 for the
retirement of these Debentures were obtained through serial notes of Chile Copper
Company, guaranteed by Anaconda Copper Mining Company, payable to banks,
$2,000,000 annually from December 10, 1937, to December 10, 1940, and $17,000,000
December 10, 1941. Subsequently and before the close of the year notes of Chile
Exploration Company in like amounts similarly guaranteed were issued to the banks
in lieu of notes of Chile Copper Company. The remainder of the funds required was
provided from the treasury of Chile Copper Company. Through this financing sub-
stantial savings were effected in yearly interest charges.

The Anaconda Lead Products Company was organized in 1919, and produced at
its plant at East Chicago, Indiana, dry white lead by an electrolytic process under
patents acquired from the late Elmer A. Sperry. The total stock of the Company was
13,650 shares of which 10.999, had been issued to the Sperry interests in exchange for
the above patents. This stock was purchased for the sum of $80,000, in June, 1936.
Thereafter the Company was dissolved and its assets transferred to the International
Smelting and Refining Company.

In conformity with the steps being taken to simplify and integrate the holdings
of the Company, Andes Exploration Company (Delaware), Butte Electric Railway
Company, Mountain Trading Company, and New York and Hastings Steamboat
Company, all 1009, owned subsidiaries, were dissolved during the year and their assets
transferred to the parent Company or its consolidated subsidiaries. The assets of the
New York and Hastings Steamboat Company were acquired by Chile Steamship
Company Incorporated, a wholly-owned subsidiary of Chile Copper Company.

The substitution of natural gas and oil developed in the State of Montana for
other fuels, so impaired the market for coal that it became advisable to discontinue
operations at the plant of the Company at Washoe, Montana. The Milltown plant,
no longer needed in the operation of the Lumber Department, was discarded during
the year. These items, together with some mining prospects, carried on the books at
$637,081.32, were written off and charged to surplus.
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FINANCIAL

Gross sales and earnings of the Company upon a consolidated basis totalled
$160,882,734.15, compared with $127,678,576.68 for the prior year, an increase of
$33,204,157.47, or 26%. This increase was accounted for both by larger sales volume
and higher prices received for the products.

The cost of sales, including all operating expenses, development and maintenance
charges, repairs, administrative, selling and general expenses, and all taxes except income
and undistributed profits taxes, amounted to $129,811,064.67, compared with
$100,266,618.82 for the previous year.

The resulting operating income was. . .........ovveeeeveens $31,071,669.48
Other Income, including Dividends from unconsolidated sub-

SIAIAIES, WAS . « v v ieerve e niea s it 2,385,648.91
Total INCOME WaS. . v\ oo v v v eeeaneecrenreiassinnnns $33,457,318.39

Deductions from Income for Interest on Bonds and Current
Obligations $3,818,412.48, Expenses pertaining to Non-
operating Units $2,420,080.51, United States and Foreign
Income Taxes $2,975,917.76, and Discount, etc., on Bonds
and Debentures retired through sinking fund operations
$286,970.73, amounted to....... ... i 9,501,381.48

Leavingabalanceof . ...... ..o $23,955,936.91

Provision for Depreciation and Obsolescence and for Depletion
of Coal Mines, Timber Lands, Phosphate Deposits and Clay
Lands was $7,608,862.61, and Discount and Expenses on

Bonds and Debentures was $388,210.02, a totalof . ......... 7,997,072.63
Consolidated Net Income, without deduction for depletion of

metal MINes, Was. .. .vvvviveeerneiervnsastonsseoarasses $15,958,864.28
Of which Minority Share amountedto..........cooovvinne. 77,034.69
Leaving Consolidated Net Income of .. ......c.cvvienrevnnn $15,881,829.59

The Consolidated Net Income of $15,881,829.59 compares with $11,180,087.45 for
the year 1935. Sales of metals and manufactured products are included in the income
account as they are invoiced and delivered to customers. Forward sales contracts are
not included nor does the income account reflect the profit that may be derived from such
sales.

The dividends declared and paid during the year on the capital stock of your
Company amounted to $10,842,922.50, or $1.25 per share.

Charges to surplus for the year totalled $2,248,761.06, consisting of write-offs on
account of discarded plants and properties $637,081.32; adjustment through write-down
of assets of subsidiary dissolved $73,311.49; and discount and premium applicable to
5%, Debentures of Chile Copper Company redeemed up to and including December 31,
1936, $1,538,368.25.
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The principal subsidiaries included in the consolidated statements are Andes
Copper Mining Company and its wholly-owned subsidiary; Chile Copper Company and
its wholly-owned subsidiaries; Greene Cananea Copper Company and its Mexican
subsidiary; International Smelting and Refining Company, The American Brass Com-
pany, Anaconda Sales Company, Butte, Anaconda & Pacific Railway Company, Tooele
Valley Railway Company, Diamond Coal & Coke Company, and Butte Water Company.

The assets and liabilities of subsidiaries in which a majority but less than 75%, of the
issued stock is held are not distributed under the various headings in the consolidated
balance sheet, but the cost of the holdings in such subsidiaries is shown as a separate
item under “Investments”. The consolidated income account shows as a separate item
the dividends received from such subsidiaries. The principal unconsolidated subsidiaries
are Anaconda Wire and Cable Company, Mountain City Copper Company and Walker
Mining Company.

Current assets at the close of the year, including cash on hand of $16,282,190.76,
amounted to $82,268,579.93, compared with $76,588,329.97 for the prior year, and
current liabilities, including $2,000,000 of notes payable of Chile Exploration Company
due December 10, 1937, were $15,442,097.08, compared with $10,016,210.18.

There were purchased and retired during the year $3,129,000 par value of 4147,
Sinking Fund Debentures of your Company and $5,000 par value of First Mortgage
Sinking Fund Bonds of Butte, Anaconda & Pacific Railway Company. The sum of
$3,196,129, an amount equivalent to twenty percent of the estimated consolidated net
income of the year 1936, was set aside and deposited with the Trustee for the purchase
of 4149, Debentures of the Company for the sinking fund and to the extent not so
used, to be paid into the sinking fund on August 15, 1937; and $7,913.21 remained in
the sinking fund of Butte, Anaconda & Pacific Railway Company First Mortgage
Bonds. The Twenty-Year 59, Debentures of Chile Copper Company outstanding at
the beginning of the year in the amount of $26,574,000 were called for redemption.
These items total $32,912,042.21. Of this sum $25,000,000 was, as previously explained,
obtained by bank loans; the net result being that the outstanding indebtedness of your
Company was reduced, or its reduction provided for, to the extent of $7,912,042.21 from
current cash.

The Inspiration Consolidated Copper Company paid in 1936 the current interest
payments on its notes, and in addition paid $336,868.08 of interest accrued prior
to January 1, 1936, reducing its indebtedness to your Company to $7,864,005.00.

Capital expenditures during the year amounted to $3,426,386.19, summarized as
follows:

Mines, Mining Claims, and Lands (lesssales)................ $ 288,566.60

Buildings, Machinery and Equipment at the Mines, Smelting,
Refining and Manufacturing Plants of the Company and its

subsidiaries (lesssales).............. ... .. . . ., 2,999,797.76
Miscellaneous-Including acquisition of shares of stock of sub-
S1diary COMPANIEs. o .y v vverrrennerrennsrrnnssonsenasnns 138,021.83
5
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OPERATIONS

The operations at the mines and the reduction, refining, fabricating and other
plants of your Company and its consolidated subsidiaries were conducted continuously
during the year, with the exception of the properties of the Mexican subsidiary of
Greene Cananea Copper Company which were closed down by a strike for two and
one-half months in the early part of the year. During the latter half of the year the
increasing demand for metals necessitated a rapid increase in operations, particularly
of the copper producing units, and by the end of the year the consumptive demands were
such that all metal producing and fabricating properties were operating, or were being
prepared for operation, on a normal basis, with the exception of the zinc plants in
Montana which were obliged by low temperature and shortage of water for power to
curtail output. (Note—Such conditions caused suspension of operations of zinc plants
for one month at the beginning of 1937).

Copper:

The production of metals from the mines of your Company and its consolidated
subsidiary mining companies through copper plant operations was 552,807,952 pounds
of copper, 6,508,847 ounces of silver, and 30,579 ounces of gold. The metal production
through custom smelting and refining operations is not included in the foregoing figures.
Including copper production from purchased custom ores and concentrates and secondary
metals the output was 651,365,607 pounds. '

Deliveries of copper for the year in both the domestic and foreign markets amounted
to 849,321,306 pounds. Deliveries of copper include not only the copper production
from the mines of your Company and its subsidiaries but also the custom, secondary and
purchased intake.

Zinc:

Production of electrolytic zine during the year amounted to 211,969,707 pounds, of
which 43,448,219 pounds were from Company mines, and the remainder from custom
ores and concentrates and leased mines. Deliveries of zinc amounted to 227,307,370
pounds, including the zinc delivered to the fabricating plants of subsidiaries of your Com-
pany and zinc used in the manufacture of zine oxide at the zinc oxide plants. The
metals paid for in zinc residues and dross sold to other companies amounted to 6,985,433
pounds of zinc, 27,227,017 pounds of lead, 330,321 pounds of copper, 2,899,867 ounces of
silver, and 6,405 ounces of gold.

Custom Smelting and Refining:

The custom smelting and refining plants, both copper and lead, of International
Smelting and Refining Company were operating at satisfactory levels at the close of the
year.
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The custom smelting and refining operations, other than zinc, produced from the
treatment of custom ores and concentrates and secondary metals 98,557,655 pounds of
copper, 67,629,153 pounds of lead (including 1,759,577 pounds of lead from own mines),
4,620,201 ounces of silver, 78,170 ounces of gold, and certain byproduct metals and
materials. The foregoing includes production from ores and concentrates received
from the Walker and Mountain City companies. In addition, production from materials
treated on toll was 132,193,838 pounds of copper, 861,251 pounds of lead, 1,513,666
ounces of silver, and 15,099 ounces of gold. Deliveries of lead during the year, including
that used in the manufacture of white lead at East Chicago, Indiana, plant, were
100,383,367 pounds.

Ores and Concentrates from Subsidiary Mining Companies:

The concentrator at the mine of the Mountain City Copper Company for the
treatment of the lower grade ores was completed and put into operation in August, 1936.
The mine was operating at normal capacity by the close of the year, its ores and con-
centrates being shipped mainly to the Tooele Copper Plant of International Smelting
and Refining Company for treatment. Recoverable copper production during the year
amounted to 25,054,996 pounds.

The Walker Mining Company operated its mine throughout the year, the concen-
trates being shipped to the Tooele Copper Plant for treatment. Recoverable copper
production amounted to 9,614,277 pounds.

( Fabricating Plants:

The shipments of manufactured products from the plants of The American Brass
Company (including Toronto Plant), and Anaconda Wire and Cable Company,
amounted to 682,287,179 pounds, an increase of approximately 289, over those of the
prior year. The demand for fabricated products increased steadily throughout the year.

. The American Brass Company and Anaconda Wire and Cable Company, through
their respective sales and research organizations, are constantly at work to widen the
field for the use of copper and brass products and to meet the more exacting requirements
of the trade.

Miscellaneous Products:

Miscellaneous products consisted of 97,541,356 feet lumber; 22,589 tons treble-
superphosphate and phosphoric acid; 7,442 tons arsenic; 853,018 pounds cadmium;
130,098 pounds nickel sulphate; and 359,266 pounds copper sulphate.

GROUP INSURANCE

The Board of Directors of your Company authorized the placement of group life
insurance with The Prudential Insurance Company of America for employees of your
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Company and those of its subsidiary companies operating in the United States and
Canada, under which joint contributions are made by the Company and each insured
employee. The plan provides insurance for all eligible employees, including officers,
without physical examination. More than 75%, of the eligible employees made appli-
cation, and the contributory insurance became effective July 31, 1936. During the
period when individual applications were being made by the employees from July 6th
to and including July 81st, 1936, the entire cost of the insurance was paid by the
Company. The amount of insurance to which each eligible employee is entitled is
approximately one-year’s wage or salary, the limitations being a minimum of 31,250.
and a maximum of $10,000. The charge to the employee is 60¢ per month per thousand
of insurance, the Company paying the cost above that amount. Employees covered
at December 31st, 1936, totalled 27,067, or approximately 96%, of the eligible employees.
The total insurance in force was $38,514,250.

EMPLOYEES

During the year 1936 the average number of employees of the Company and its
consolidated subsidiary companies was 36,377, of which 25,562 were within the United
States. The number of employees on the payrolls at the end of the year totalled
40,996 compared with 34,976 at the close of the prior year, of which 28,282 were within
the United States, compared with 24,650 at the end of 1935.

NUMBER OF SHAREHOLDERS

The number of registered shareholders appearing on the transfer books of the
Company at December 31st, 1936, was 106,745, as compared with 110,229 at the same
date of the prior year.

SILESIAN-AMERICAN CORPORATION

Principal production for the year of the subsidiaries of Silesian-American Corpora-
tion operating in Poland was 94,669,593 pounds of zinc, 22,298 980 pounds of lead,
1,750,909 metric tons of coal, 47,148 metric tons of sulphuric acid, and 18,703 metric tons
of superphosphate. Of the above 1,169,311 pounds of zinc and 4,774,652 pounds of
lead were produced from custom materials.

Although the currency of Poland has continued on a Gold basis, the products of the
subsidiaries of Silesian-American Corporation are sold in the World markets on the
basis of the Pound Sterling, which adversely affects such subsidiaries. Difficulties were
further increased during the year by governmental restrictions on the transfer or funds,
which still continue in effect. At current exchange rates the average price of zinc for the
year on the London market was equivalent to 3.34¢ per pound, and at December 31st,
1936, was equivalent to 4.38¢ per pound.
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The principal amount of bonds of Silesian-American Corporation outstanding at
the end of the year was $5,345,000, a reduction of $885,000 during the year.

FINANCIAL STATEMENTS

There is attached hereto as a part of this report a Consolidated Balance Sheet
showing the financial condition of the Company and consolidated subsidiary companies
at the close of business December 31, 19386, together with a Consolidated Income Account
and a Consolidated Surplus Account for the year, certified to by Messrs. Pogson, Peloubet
& Co., Certified Public Accountants.

By Order of the Board of Directors.

CORNELIUS F. KELLEY,
President.

New York, N. Y., March 27, 1937.
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ANACONDA COPPER MINING COMPANY 7
and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1936

ASSETS
FIXED ASSETS:
Mines and mining claims, water rights and lands for metal producing and manu-
facturing plants—see note G $290,832,622.07
Coal mines, timber lands, phosphate deposits and clay lands—see note [ 8 9,567,299.87
Less reserve for depletion ; 2,054,400.35 7,512,899.52

Buildings and machinery at mines, reduction works, refineries, manufacturing
plants, sawmills, foundries, waterworks, steamships and railroads (including

railroad concessions to the extent of $973,833.48)—see note G ooorceccrecies $284,687,354.28
Less reserve for depreciation 140,842,533.87  143,844,820.41
Patents 6,105.00
Investments:
Securities of subsidiaries not consolidated—see notes C and | $ 15,476,172.39
Other security investments—see note F 13,767,103.91
Indebtedness of subsidiaries not consolidated—not current 752,404.78  20,995,681.08 $472,192,128.08

CASH DEPOSITED WITH TRUSTEES—see note J:

Amount deposited December 30th, 1936, equivalent to 209, of estimated con-

solidated net income for 1936, payable as part of sinking fund for discharge of

Anaconda Copper Mining Company 424% Sinking Fund Debentures due 1950.. $ 3,196,129.00
Amount deposited December 10th, 1936 for holders of Chile Copper Company

Twenty Year 5% Debentures due 1947 called on December 1st, 1936 for re-

demption January lst, 1937, including amount required for payment of pre-

mium and interest—per contra. 9,524,950.00
Amount held in sinking fund for Butte, Anaconda & Pacific Railway Company
First Mortgage 5%, Sinking Fund Gold Bonds due 1944 7,913.21  12,728,992.21
DEFERRED CHARGES:
Stripping and development $ 7,378,550.13
Prepaid expenses 261,022.99
Deferred expenses 329,736.05
Discount, premium and expense on bonds and debentures—see note J......oooeeeee 3,204,387.21 11,167,696.38

CURRENT AND OTHER ASSETS:
Current assets:

Supplies on hand—see note E page 13 $ 12,997,040.65
Metals and manufactured products:
In process—see note D page 13 6,608,386.19
Finished—see note D page 13 33,775,538.81
Accounts and notes receivable—trade, less reserve 10,357,903.57
Indebtedness of subsidiaries not consolidated—current 865,024.26
Marketable securities—at cost {market value $1,208,259.35) . oo 1,387,495.69
Cash 16,282,190.76  82,268,579.93

Other assets:
Installment house and land sales and other accounts receivable, less reserve.... $ 952,959.99

Advances to sundry mining companies, including advances on ores, less reserve.. 305,598.25
Ores produced during development period not being currently treated during

period of curtailed operations—see note H 1,390,647.92
Cupriferous material held for future treatment—see note I oceommecee 3,151,282.25

Notes receivable of Inspiration Consolidated Copper Company and interest
accrued thereon secured by First Mortgage Bonds of that company in the
principal amount of $7,643,000 (being total amount of said bonds issued).....-. 7,864,005.00  13,664,493.41  93,933,073.34

$592,021,890.01

See explanatory notes, pages 13 and 14

N/
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( ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1936

LIABILITIES
CAPITAL STOCK of Anaconda Copper Mining Company:
Authorized—12,000,000 shares of the par value of $50.00 each

Issued 8,919,086 shares $443,954,300.00
Held in treasury or through subsidiaries.... 244,748 shares 12,237,400.00
Outstanding 8,674,338 shares $433,716,900.00
CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest.............. 4,543,706.38

BONDS AND NOTES OUTSTANDING:

Anaconda Copper Mining Company 414%, Sinking Fund Debentures due 1950—see note P [ $51,871,000.00

Chile Exploration Company—Serial Notes—payable to banks, due December 10th, 1938 to De-
cember 10th, 1941, interest 2%, to 814% (guaranteed as to both principal and interest by Ana-
conda Copper Mining Company) 23,000,000.00

Butte, Anaconda & Pacific Railway Company First Mortgage 5%, Sinking Fund Gold Bonds, due
1944 (guaranteed as to both principal and interest by Anaconda Copper Mining Company) see
note J 1,498,000.00 76,369,000.00

CHILE COPPER COMPANY 59 GOLD DEBENTURES due 1947—called for redemp-
C tion January 1st, 1937—see note J—per contra;

Not presented for redemption at December 31st, 1936 . $ 9,077,500.00
Premium and interest thereon , 447,450.00 9,524,950.00
RESERVES:
For repairs, renewals and replacements $ 338,802.76
For workinen’s compensation insurance, etc 638,816.18

For contingencies 275,000.00 1,252,618.94

CURRENT LIABILITIES:
Chile Exploration Company—Serial Notes—payable to banks, due December 10th, 1937 (guar-

anteed as to both principal and interest by Anaconda Copper Mining Company).......rrmuurreeeeees $ 2,000,000.00

Accounts payable—trade 8,525,827.45

Wages payable 3 1,302,040.23

Accrued taxes. 4,584,115.49

Accrued interest 671,455.41

Other accrued liabilities 192,707.04
Other accounts payable. 165,951.46  13,442,097.08
DEFERRED CREDITS TO INCOME 218,820.74
SURPLUS. 50,953,796.87
$592,021,890.01

‘ } See explanatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies
Consolidated Income Account—Year Ended December 31st, 1936

Gross Sales and Earnings $160,882,734.13

Cost of Sales—operating expenses, development, maintenance and repairs, administrative, selling and
general expenses and taxes except income taxes—sales to the extent of current production being
applied at current cost 129,811,064.67

Income from operations of mining, smelting, refining and manufacturing plants 8 31,071,669.48

Other Income—Dividends from subsidiaries not consolidated—see note D page 14 $ 1,562,197.14

—Other dividends and interest—see note E page 14, ... 558,151.46
—Miscellaneous INCOME....... o ormamroeeceeeeemereiie e 186,759.62
—Profit on sale of capital assets 78,540.69 2,385,648.91
Total Income $ 33,457,318.39
Interest on bonds, debentures and serial notes $ 3,818,412.48
Expenses pertaining to non-operating units, including expenses at Cananea during strike period............ 2,420,080.51
United States and Foreign Income Taxes—estimated (including $6,256.71 estimated surtax on
undistributed income) 2,975,917.76
Discount, premium and expense on bonds and debentures retired through sinking fund operations........ 286,970.73 9,501,381.48
$ 23,955,936.91
Provision for depreciation and obsolescence 3 7,525,374.16
Provision for depletion of coal mines, timber lands, phosphate deposits and clay lands (without
deduction for depletion of metal mines) 83,488.45
Discount and expense on bonds and debentures ‘ 388,210.02 7,997,072.63
Net Income, without deduction for depletion of metal mines...... $ 15,958,864.28
Minority share of income z 77,034.69
Consolidated Net Income, without deduction for depletion of metal mines $ 15,881,829.59

See explanatory notes, page 14.

Consolidated Surplus Account—Year Ended December 31st, 1936

Surplus, December 31st, 1935 . $48,2335,924.09
Minority Interest ) 72,273.25 48,163,650.84
Consolidated Net Income, without deduction for depletion of metal mines 15,881,829.59
8 64,045,480.43
Deduct:
Dividends Nos. 113, 114, 115, 116 and extra. 10,842,922.50

» $ 53,202,557.93
Mines and mining claims, plant, development and other expenses on coal mining properties and

sawmill written off, the projects being abandoned or discontinued $ 637,081.32
Adjustment through dissolution of subsidiary arising from write-down of assets transferred to a
wholly owned subsidiary. 73,311.49

Discount and premium on 5% Gold Debentures of Chile Copper ‘Company called on December
1st, 1936 for redemption January Ist, 1937, applicable to such debentures as were redeemed

up to and including December 31st, 1936 in accordance with offer to holders of debentures...... 1,538,368.25 2,248,761.06
Surplus, December 31st, 1936 $51,315,365.88
Minority Interest 361,569.01
Consolidated Surplus, December 31st, 1936 $ 50,953,796.87
12
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 31st, 1938

NOTE A—PRINCIPLES APPLYING IN CONSOLIDATION

In order to present the status of the Company's interest in subsidiaries where the interest owned (directly or through other subsidiaries) is 75% or more of the issued
stock, the assets and liabilities of said subsidiaries as they appear upon the books of said subsidiaries are distributed under appropriate headings on the Consoli-
dated Balance Sheet, except that four small subsidiaries more than 75% owned, the operations of which are not an integral part of the operations of the con-
solidated group, are carried as investments in the Consolidated Balance Sheet. The interest of minority stockholders of subsidiaries, the accounts of which are
consolidated, is shown on the Consolidated Balance Sheet. Accounts of subsidiaries in which the Company’s interest is less than 757, of the issued stock are not
consolidated and the shares owned in these subsidiaries are carried as investments in the Cousolidated Balance Sheet. The term “subsidiaries” is intended to
mean corporations in which a majority of the voting stock is owned directly by the Company or through other corporations in which the stock interest of the
Company is more than 95%,.

NOTE B—BALANCES IN FOREIGN CURRENCIES

Cash balances in foreign currencies (equivalent to 8528,408.96 in United States currency) are converted into dollars at rates not more favorable than those effective
at December 31st, 1936, Current assets and liabilities at the Toronto lant of Anaconda-American Brass, Ltd. are carried in Canadian currency and have been
converted into U. S. dollars at rates not in excess of rates current at December 31st, 1936,

Contingent liabilities existed at December 31st, 1936 (a) for acceptances covering foreiin sales of copper discounted in the ordinary course of business at various banks
on the greater part of which payments have already been received and (b} for exchange commitments most of which have been liquidated.

NOTE C—EQUITY OF COMPANY IN UNCONSOLIDATED SUBSIDIARIES

The equity of the Company in the assets of the principal unconsolidated subsidiaries (Anaconda Wire and Cable Company, Mountain City Copper Company and
Walker Mining Company) and the four unconsolidated subsidiaries referred to in Note A had decreased at December 3lst, 1938, to the extent of $304,552.02,
since the dates of acquisition as the result of profits, losses, distributions and surplus adjustments as shown by the books of said unconsolidated subsidiaries,
but the cost thereof as shown in the Consolidated Balance Sheet has not been adjusted for such decrease.

NOTE D—INVENTORIES OF METALS AND MANUFACTURED PRODUCTS

The metallic contents of copper ores, concentrates, and cupriferous materials, and zinc and lead ores and concentrates, while in treatment at reduction plants up to
the production of blister copper, electrolytic copper, metallic zinc and lead bullion, are classified as metals in process. Blister and electrolytic copper, metallic
zinfi:;ﬁlelt:gd bullion, and other products and me produced in connection therewith or therefrom, including stock in works at fabricating plants, are classified
as finished.

Inventory in process is calculated at “normal cost’ which is below the equivalent of current market for metallic content of such inventories.

Finished metals and manufactured products on hand at December 31st, 1936 (except silver and gold which are carried at market quotations or less), have been valued
(a) as to that part of the inventory which was equal to the quantity on hand at December 31st, 1935, at the inventory price of December 31st, 1935, such inven-
tory being carried either at production costs for year 1933 or for years following according to period in which accumulated and (b) as to that part of the inven-
tory which exceeds in quantity inventory on hand at December 31st, 1985 at production costs during the year ended December 31st, 1936. Inventory valua-

tions determined in accordance with the foregoing method were below market prices for the various metels and products at December 31st, 1936.
See Note C to Consolidated Income Account.

NOTE E—SUPPLIES ON HAND
Supplies on hand, including replacement parts as well as current supply items, are carried at cost.

NOTE F—INVESTMENTS—BASIS

Investments in securities of unconsolidated subsidiaries and other security investments are carried at cost or less, such cost being cash cost, or in the case of securities
issued in exchange for property transferred by the Company or a consolidated subgidiary, the cost of such property to the consolidated group after deducting
depreciation to date of transfer, and do not indicate current values. Other security investments include 338,000 shares of Inspiration Consolidated Copper Com-
pany carried at $10,914,107.51.

NOTE G-—PROPERTY, PLANT AND EQUIPMENT—BASIS OF VALUATION
(a) Propertyl;, Plant and Equipment of the Company are carried at cash cost or in the case of physical properties acquired for stock of the Company at par value of
such stock.

(b) Property, Plant and Equipment of suhsidiaries (the accounts of which are included in this Consolidated Balance Sheet) are carried at the difference between (1}
the investment basis for the respective subsidiary as set forth below, and (2) all net assets (other than property, plant and equipment) of such subsidiary
at the time when its accounts were first included in the Consolidated Balance Sheet of the C y and subsidiaries, to which is added the cost of subse-

uent acquisitions. Such investment basis is the cash cost to the consolidated group of the stgcﬂ of the respective subsidiary owned by such group, where

e same was acquired by the group for cash, or where the same was acquired by the consolidated group for stock of the Company, the par value of the
stock of the Company so issued, except as to properties of Andes Co;zP-;r Mining Company and Santiago Mining Company acquired by said companies respec-
tively for shares of their capital stock, which properties are included in the C lidated Balance Sheet at the original par value of the shares of those com-
panies issued therefor (i.e., 825 per share), amounting in the case of Andes Copper Mining Company to 1,000,000 shares and in the case of Santiago Mining
Company to 70,566 shares. Of said stock of Andes Copper Mining Company issued for property 998,036 shares were acquired by the Comgany and subsidiaries
at less than the original par value thereof and of said stock of Santiago Mining Company 85,431 shares were uired (in.1930) by the Company at less than
the original par vaft‘xe thereof. The 65,431 shares of Santiago Mining Company prior to their acquisition by the Company were carried in the consolidated
financial statements as outstanding minority interest at from the date when Santiago Mining Company was first included in such statements, Upon the
acquisition of such shares by the Company in 1930 the difference of $1,519,565.66 between the par value thereof and the cost of such shares to the Company
was transferred from minority interest to consolidated surplus. A The total amount credited to consolidated surplus on account of the difference between the
par value of the above mentioned shares of Andes Copper Mining Company and Santiago Mining Company and cost thereof to the Company and its sub~
sidiaries was $23,429,105.38,

(¢) It has been the practice of the Company, consistently applied to its own properties and those of subsidiaries the stocks of which have been acquired and the ac-
counts of which are included in the Consolidated Balance Sheet, to carry Property, Plant and Equipment as described above. Pursuant to the requirements
of the United States Treasury Department, valuations as of March 1st, 1913 of mining properties then owned have been recorded on the books for the pur-

se of computing the amount allowsble as a deduction for “depletion” in arriving at taxable income under the Federal income tax laws, but these vaguu
ave not been included in the published accounts of the Company.
The Company has consistently followed the practice of not deducting in any of i:cFublishpd accounts, any amount for depletion on account of metals mined,
and no such deduction is included in any of the firancial statements submit! herewith,
Depletion based on cost has in the case of timber, coal, clay and Shosphate lands, been deducted from income in the financial statements submitted herewith and
also from the cost basis shown in the Consolidated Balance Sheet.

(d) The values of Property, Plant and Equipment are shown on the bases above set forth and do not indicate current values which could be established only by

current appraisals.
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NOTE H—ORES PRODUCED DURING DEVELOPMENT PERIOD
Ores produced during development period not being currently treated are carried at cost of extraction which 1s less than a conservatively estimated realizable value.

NOTE [—CUPRIFEROUS MATERIAL

Cupriferous material held for future treatment is valued at United States Treasury Department valuation for income tax purposes, which is lesa than the value of
the recoverable metals contained therein at current metal prices after deducting treatment costs, both as estimated by metallurgists of the Company.

NOTE J—SINKING FUND KEQUIREMENTS

Under the sinking fund provisions of the indenture providing for the issue of the 434%, Sinking Fund Debentures of Anaconda Copper Mining Company, due 1950,
the Company was obligated on August 15th, 1936 and wiil be obligated on August 15th of each f'eu thereafter, to and including August 15th, 1949, to pay to
the Trustee, for the purposes of the sinking fund for the retirement of debentures, an amount equal to #1,000,000 pius 20%, of the consolidated net income of the
Company {as defined in the indenture) for the period of twelve months ended on the next preceding December 31st or in lieu of such payment, the Company
may deliver to the Trustee debentures to be received by the Trustee in lieu of an amount of cash equal to the purchase price of such debentures paid by the
Comﬁany in the acquisition thereof. Under these provisions there were deposited with the Trustee on August 15th, 1938 debentures of the par value of 33,129,000
in full satisfaction of the sinking fund payment due on_that date. There was also on December 30th, 1936 set aside out of the profits of the year 1936 and de-
posited in trust with Guaranty Trust Company of New York 83,196,129, being an amount equivalent to 20% of the estimated consolidated net income of the year
19?1?, tosl;e used either in the purchase of debentures for cancellation in the sinking fund or to the extent not so used to be paid into the sinking fund on August
15th, 1987,

On December 1st, 1936 the outstanding Chile Copper Company 5% Debentures were called for redemption. On December 10th, 1936 Chile Copper Company offered
to make full payment of principal, premium and interest due -fa.uuary 1st, 1937 on debentures presented at any time after December 10th, Of the total amount
of debentures covered by the call for redemption, 816,989,500 face value were presented for redemption before January 1st, 1987. The remaining debentures,
89,077,500 principal amount, were retired in accordance with the provisions of the call for redemption as of January 1st, 1937. The amount of 8821,951.08 included
in discount, premium and expense on bonds and debentures in respect of said 39,077,500 principal amount of debentures will be written off as of January 1st, 1997,

Under the sinking fund provision of the indenture providing for the issue of First Mortgage 5% Sinking Fund Bonds of Butte, Anaconds & Pacific Railway Company
the annual cash sinking fund requirements for 1937 will amount to 8105,000.

NOTE K—SURPLUS

Included in Consolidated Surplus are: (a) a credit of #21,908,539.72 arising from inclusion in Consolidated Balance Sheet of assets and liabilities of Andes Copper
Mining Company at the amounts shown on its books (see note G), (b) a credit of 81,519,565.66 arising from acquisition in 1930 of minority shares in Santiago
Mining Company issued for property and carried at their par value, said amount representing the excess of par value over aequisition cost, (c) a credit of
$20,816,158.49, being the excess of the proceeds of the issue of $,109,598.54 shares of stock of Company over the par value thereof and (d) a charge of
$11,907,498,50, being discount and expense on issuance, and premium on redemption of bonds, redeemed through funds obtained by issuance of stock above re-
ferred to. See paragraph (c) of Note G as to practice regarding depletion.

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 1936

NOTE A—BASIS

Principles applying to the Consolidated Income Account are the same as set forth in Note A to the Consolidated Balance Sheet. The equity of the Company ia the
income of four small unconsolidated subsidiaries more than 759 owned, the operations of which are not an integral part of the operations of the consolidated
group, amounted for the year ended December 31st, 1936 to $18,956.17.

Sales of metals and manufactured products are included in income as billed and delivered to customers. Undelivered sales contracts and purchase commitments are
not given effect to in the Income Account.
NOTE B—INTER-COMPANY SALES AND PROFITS

Sales to consolidated subsidiaries have been eliminated and the sales shown in the Cc lidated Income A t include only sales to others than the Company and
consolidated subsidiaries.

Inter-company profits, where these are material, have been eliminated in the Consolidated Income Account. The principal inter-company transactions are sales of
copper and other metals to manufacturing subsidiaries. The inventories of manufacturing subsidiaries include, so far as is ascertainable, no inter-company profit.

Any inter-company profits resulting from transactions in connection with purchases and sales of supplies and furnishing of services and in connection with refining
and smelting operations are not material in amount and have not been eliminated.

NOTE C—COST OF SALES

The general practice of inventory valuation followed in the year ended December 31st, 1936 was as follows:

In ascertaining consolidated income during the year 1938, the Consolidated Income Account was stated on the basis of last-in first-out, that is, appl(ging current
cost of metal production to sales {see Note A) to the extent of current production and sales in excess of current production were carried in the Consolidated
Incomi Acc)ount at the inventory cost, such cost being the same as the inventory cost used for Balance Sheet purposes. (See Note D to Consolidated Bal-
ance Sheet.

NOTE D—DIVIDENDS AND EARNINGS OF PRINCIPAL UNCONSOLIDATED SUBSIDIARIES

In the year 1936 the equity of the Company in the combined net current earnings of the princiPa.l unconsolidated subsidiaries (Anaconda Wire and Cable Company,
Mountain City Cop, Com| and Walker Mining Company) and the four lidated subsidiaries referred to in Note A amounted to 31,966,416.45.
Out of that equity was paid to the Company the amount of $1,562,197.14 in dividends by said lidated sub iea.

NOTE E—INTEREST—INSPIRATION CONSOLIDATED COPPER COMPANY

There is included in Income Account under the item “Other Dividends and Interest” interest on notes of Inspiration Consolidated Copper Company, in the amount
of 2388,519.15 for the year ended December 31st, 1936. Such interest has been paid during the year as well as $336,868.08 on account of interest accrued prior
to January 1st, 1936,
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POGSON, PELOUBET & CO. CABLE ADDRESS ‘‘CERTIFIED"' NEW YORK
PERCY W, POGSON NEW YORK - 25 BROADWAY
MAURICE E. PELOUBET EL PASO, TEXAS - MILLS BLDG.

LEWIS M. NORTON
SIDNEY W. PELOUBET
HOWARD L. GUYETT

AGENTS

LONDON - KEMP, CHATTERIS, NICHOLS, SENDELL & CO.
36 WALBROOK, E. C. 4.

PARIS - TURQUAND, YOUNGS, KEMP & CO.
8 RUE DU HELDER

BERLIN - TURQUAND, YOUNGS, KEMP & CO.
UNTER DEN LINDEN 56

EGYPT - HEWAT, BRIDSON & NEWBY
ALEXANDRIA AND CAIRO

To the Board of Directors,

Anaconda Copper Mining Company,
25 Broadway, New York, N. Y.

We have made an examination of the Consolidated Balance Sheet as of December 31st,
1936, of Anaconda Copper Mining Company and of the other corporations whose accounts
are consolidated with its accounts as stated in Note A to the Consolidated Balance Sheet
(which other corporations are hereinafter referred to as consolidated subsidiaries) and of their
Consolidated Income and Surplus Accounts for the calendar year 1936.

In connection with our audit we examined or tested the accounting records of Anaconda
Copper Mining Company and its consolidated subsidiaries together with other supporting
evidence and made a general review of the accounting methods and of the operating and
income accounts for the calendar year 1936, but we did not make a detailed audit of the trans-
actions. '

The practice of the Company and its subsidiaries with respect to the computation of their
net income or net loss without deduction for depletion of metal mines is, in our opinion, in
accordance with accepted principles of accounting in industries engaged in the mining of
copper, gold, lead, silver and zinc.

In our opinion, based on our examination, such Balance Sheet, Income and Surplus
Accounts, together with the notes attached thereto or appearing thereon, fairly present, in
accordance with accepted principles of accounting in the industries in which the Company
and its subsidiaries operate, consistently maintained by the Company and its subsidiaries,
the consolidated position of the Company and its consolidated subsidiaries as of December
31st, 1936 and the combined results of their operations for the calendar year 1936,

POGSON, PELOUBET & CO.,
Certified Public Accountants.

New York, March 15th, 1937.
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Walker Mining Company

PLUMAS COUNTY, CALIFORNIA
P. 0. Walkermine, California
Shipping Point Spring Garden, California
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KEARNS BUILDING, SALT LAKE CITY, UTAH

(Incorporated under the anl of the State of Arizona)
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Directors
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Officers

J. R. WALKER, President
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J. B. WHITEHILL, Secretary-Treasurer

Transfer Agents

J. W. ALLEN, Transfer Agent, 26 Broadway, New York City, N. Y.
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Jo the Stockholders of the
Walker Mining Company:

Your property was in continuous operation during the entire year. The
rehabilitation of the mine, which began in 1935 after a long shut down period,
was continued throughout the year.

Development was pushed, particularly on the 900 and 1000 levels beneath
the North ore body where large blocks of good grade ore were known to exist.
In addition to this, the 1082 winze, which is the main hoisting shaft for the
lower levels at present, was sunk an additional 187 feet, the total depth now
being 233 feet below the 1000 level. The winze reached the 1200 level where
development has just started. The total advance for the purpose of developing
ore was over a mile (5585 feet). In addition to this it was necessary to drive
8322 feet of new workings for the purpose of opening up and preparing additional
blocks of ore for mining,

This program of development has not only increased the tonnage and grade
of ore available for mill feed, but has maintained our supply of ore available
for mining.

New equipment has been purchased and installed in the mill, shops and
mins to the extent of $46,071.18 that has added greatly to the efficiency of
operation.

Ore Broken During the Year -..468,458 tons

The mill operated 359 days treating an average of 1264 tons per working day.
Ore Milled 453,794 tons
Concentrate Produced 21,998 tons

There were delivered and eold to the smelter, 22,210.46 tons of concentrates.

The total metal paid for was as follows:
9,614,277 lba. of copper; 268,140.89 ozs. of silver; 11,666.57 ozs of gold.

The cost of producing copper per pound sold, after deducting silver and goid .

credit and adding cost of smelting, freight and refining, was, before depreciation,
9.399¢ per pound. The average price received was 9.486¢ per pound copper.

‘It will be seen that the years operation resuited in a practical breakeven at
the price of copper prevailing during 1936.

With the physical condition of the mine and mill better than at the beginning
of the year, and the prospects for a higher price for copper, operations for 1937
should show a substantial profit.

The financial statements of your Company for the year ending December 31,
1936, are herewith submitted for your information.

Respectfully,
" J. R. WALKER,
President.

NOTE: The date of signing this letter is March 26, 1937. The price of copper,
Eastern Seaboard, is 16.5 cents per pound.
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Walker ‘Mining Company
BALANCE SHEET — DECEMBER 31st, 1936

ASSETS

FIXED ASSETS — See Note A:
Mines, mining claims and
development ..cemeemssorcnsmsssmmsnanas $1,323.871.18
Plant and equipment at mine,
mill, camp and shops and
aerisl tTAMWAY .cccimemesamiccsionsenn $1,629,694.72
Less reserve for depreciation...... 978,076.72 551,618.00 $1,875,489.18

EXPENSES PREPAID 1,489.90

CURRENT ASSETS:
Supplies on hand—at cost $ 124,352.72
Ores and concentrates on hand—at cost e Bene 354,305.38
Indebtedness of affiliates

Accounts receivable 7:218:89
Cash 8,570.42 498,072.42
&751051.50
LIABILITIES
CAPITAL STOCK:
Aunthorized—1,750,000 shares of the par value
of $1.00 each .
Issued and outstanding—1,749,308 shares. $1,749,308.00
CURRENT LIABILITIES:
Accounts payable—trade ... $ 57,485.70
Wages payable 23,428.25
Accrued taxes 5,266.71
Indebtedness to affiliates 54,214.38 140,385.04
SURPLUS ACCOUNT: S
Surplus December 381st, 1985 oo eeeneniencenianse $ 516,246.357
Net Loss of the year 1936, without deduction -
for depletion 3088789  485,358.46 L)
2,375‘051.50

NOTE A—Fixed Assets—Basis of Valuation:

Mines, mining claims, development and plant and equipment at mine, mill,
camp and shops and aerial tramway of Walker Mining Company are carried on
its books at cost, such cost being represented in the case of mines and mining
claims to the extent of $1,260,000.00 by par value of capital stock issued therefor
and in the case of all other fixed assets by cash cost thereof.

Depreciation has been written off on a unit of production basis.

In order to comply with the Government income tax requirements for the
purpose of computing depletion additional entries respecting the valuation of
the mining property have been recorded upon the books of the registrant; but
being made In compliance with the Regulations of the Bureau of Internal Revenue
only the result of such entries is omitted from the current statements.

The values of Fixed Assets are shown on the basis above set forth and do
not indicate current values which could be established only by current appraisals.




Walker Mining Company

INCOME ACCOUNT — YEAR ENDED DECEMBER 31st, 1936

Sales of Concentrates $1,220,012.58
Cost of Sales . 1,235,751.05
Operating Loss $ 16,738.47
Other Income $25,453.21
Interest paid 30.38 25,422.83
$ 9,684.36
Depreciation $ 40,572.25
Net Loss without deduction for depletion $ 30,887.89

To the Board of Directors,
Walker Mining Company.
Salt Lake City, Utah.

We have made an audit of the books and records of Walker Mining Company
for the year ended December 31, 1936, in the course of which we have visited the
Salt Lake City and New York offices of the Company and have satisfied ourselves
that the assets and liabilities are correctly stated in accordance with the bases
of valuation indicated in the Balance Sheet and Note A thereto, and have made
a survey of tramsactions sufficient to satisfy ours¢lves that the accompanying
Income Account for the year ended December 31st, 1936, is correct as stated,
but we did not make a detailed audit of the transactions.

The practice of the Company with respect to the computation of its net
income or net loss without deductior for depletion of metai mines is, in our
opinion, in accordance with accepted principles of accounting in industries engaged
in the mining of copper, silver and gold.

We have examined the minutes of Stockholders’ and Directors’ Meetings,
and the Balance Sheet and Income Account presented herewith are in accord with
thess minutes.

POGSON, PELOUBET & COMPANY,
Certified Public Accountants.
New York, March 22nd, 1987.
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ANACONDA COPPER MINING COMPANY

CAPITAL STOCK

December 31, 1937

Authorized, 12,000,000 shares, $50each . . . . . .  $600,000,000
Issued, 8,919,086 shares, $50each . . . . . . 445,954.300
OFFICERS
; President . . . . . . . . . Corneuvus F. KeLLEY
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To the Shareholders of
ANACONDA CoOPPER MINING COMPANY

THE improved demand for metals and metal products which characterized the
close of 1936 continued to increase rapidly during the first quarter of the year, and in
the foreign markets continued at a satisfactory level throughout the year. In the
domestic market, however, the rapid increase in demand halted in April and from thence
to the close of the year volume in the non-ferrous metal industries experienced the same
precipitous decline that characterized all the other heavy industries, as evidenced by the
drop in deliveries from 95,884 short tons in April to 18,103 tons in December.

World production of primary blister copper totalled 2,475,410 tons, of which
1,607,407 tons were foreign and 868,003 tons, including approximately 14,393 tons
imported from the Philippine Islands, Cuba, and in fluxing ores, were domestic duty
free, an increase of approximately 379, over 1936, Foreign production established a new
high record, approximately 349, over that of the prior year. World production of primary
refined copper was 2,411,382 tons, of which 850,134 tons were duty free and 1,561,248
tons were foreign.

World consumption of primary copper amounted to 2,293,362 tons, the largest on
record, an increase of 19.4%, over 1936 and exceeded by 16.75%, the previous record
made in 1929. Deliveries in the domestic market were 689,053 tons, an increase of 3.8%,
over 1936 and amounted to 80.39, of 1929. Foreign consumption amounted to
1,604,309 tons, an increase of 27.69, over 1936, exceeding deliveries in 1929 by 459%,.
Including secondary copper retreated by primary refineries, domestic deliveries amounted
to 803,095 tons, an increase of 57, over the prior year.

Stocks of duty-free refined copper in the United States were reduced from 161,068
tons on January 1st t099,576 tons on April 30th, but thereafter increased to 259,351 tons
on December 31st, notwithstanding curtailment of production due to decreased demand
and declining prices. Foreign refined stocks increased from 192,255 tons on January 1Ist
to 211,844 tons at the close of the year.

Production of zinc in the United States was 589,932 tons, an increase of 12.87,
compared with the prior year, and consumption amounted to 570,111 tons, an increase
of 1.49,. Stocks of zinc on hand at the close of the year totalled 64,776 tons.

The continually increasing demand in all markets was accompanied by widespread
speculation, (chiefly foreign), in all commodities, including the.non-ferrous metals,
causing a rapid advance in prices. The situation as affecting copper was met by increas-
ing production as rapidly as possible and by liberal forward selling, with the result that
actual consumers of copper were able to cover their requirements at average prices
below the higher quotations, and comparatively little metal, particularly in the domestic
market, was actually sold at the higher levels.

Although quoted at 16.775¢ per pound for a short period in March, the price of
copper in the domestic market averaged 13.167¢ per pound for the year and closed at
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9.9¢ per pound. Export copper reached a high of 17.150¢ in March, averaged 13.018¢,
- and closed the year at 9.5¢. Zinc advanced from 5.45¢ to 7.5¢ but dropped to 5.00¢ per

pound. The price for silver mined in the United States in 1937 was unchanged at

77.57¢ per ounce. By the President’s proclamation of December 30, 1937, the price for
- domestic silver mined on or after January 1, 1938, was fixed at approximately 641¢¢ per
5 ounce. There was practically no fluctuation in the price of foreign silver throughout the
3 year. ldThere was no change in the United States Treasury price of $35.00 per ounce
for gold.

The prices of the principal metals as reported by the Engineering & Mining Journal
were as follows:

Jan. 2 High Low Dee. 31 Average
CorpER-Duty Free f.0.b. Refinery-perlb.. ... ... 11.775¢ 16.775¢ 9.900¢ 9.900¢ 13.167¢
Corper-Export f.0.b. Refinery—perlb........... 11.625 17.150° 9.325 ~ 9.500 13.018
Leap -New York—perlb..................... 6.000 7750 4750 4.750 6.009
Zmc ~St.Louis—perlb....................... 5450 7500 5000 5000 6.519
SiLveEr -New York (not covered by President’s
: Proclamations)-peroz............... 45.000 46.750 < 44.750 44.750 44.883

FINANCIAL

The gross sales and earnings of the Company upon a consolidated basis, (after

' elimination of inter-company items), totalled $233,916,532.07, an increase of

> C $73,033,797.92 or 45.49,, compared with the prior year. The larger sales volume of
v metals and metal products and higher average prices account for this increase.

| The cost of sales, including all operating expenses, development and maintenance
charges, repairs, administrative, selling and general expenses, and all taxes except
income and undistributed profits taxes, amounted to $181,739,984.57.

The income from operationswas.. ., .. ..o iiivn. s $52,176,547.50
Other Income, including Dividends from non-consolidated sub-

SIAIATIES, WaS .« ot vttt ettt i ra e 2,551,617.91
Total INcome Was. . ..o vttt cr e e e e i $54,728,165.41

Deductions from Income for Interest on Bonds and Current
Obligations $3,041,675.72, Expenses pertaining to Non-
operating units $415,479.37, United States and Foreign In-
come Taxes $8,575,529.81, and Discount, etc., on Bonds
and Debentures retired through sinking fund operations
$390,118.13, amounted to. .. .. .. oot i i 12,422,803.03

| Leavinga Balanceof............ ... ..o i $42,305,362.38
‘ Provision for Depreciation and Obsolescence and for Deple-

tion of Coal Mines, Timber Lands, and Phosphate Deposits

was $9,214,029.83, Reduction to market quotations of

excess inventory at fabricating and secondary metal plants

$1,191,185.28, and Current Discount and Expenses on

Bonds and Debentures was $168,108.09, a totalof. .. .... ... 10,573,323.20
- Net Income, without deduction for depletion of metal mines,
R T O L P $31,732,039.18
Of which Minority Share amountedto...................... 344,177.23
- Leaving Consolidated Net Incomeof. ..............coovvinn $31,387,861.95
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The net income reflects sales of metals and manufactured products invoiced to
customers. Forward sales contracts are not reflected in the income account. Metals
accumulated by fabricating plants under purchase contracts and by refineries from
secondary metal intake, which were unsold at the close of the year, were written down
to market quotations resulting in a deduction of $1,191,185.28 from income. Silver and
gold were carried at market prices. Other metals were inventoried at cost, which was
below market price.

The funded debt of the Company and its subsidiaries was reduced $9,780,000 during
the year. $3,962,000 par value of the 4149, Sinking Fund Debentures of the Company
were retired through the operation of the sinking fund (for which $3,196,129 was on
deposit with the Trustee on December 31, 1936); $320,000 par value were purchased and
held in the treasury; $4,000,000 of the serial notes of Chile Exploration Company were
paid; and $1,498,000 First Mortgage 5% Sinking Fund Bonds of Butte, Anaconda &
Pacific Railway Company outstanding at the beginning of the year were redeemed on
August 1, 1937.

Funds for the redemption of the Twenty-Year 5%, Debentures of Chile Copper
Company remaining outstanding at December 31, 1936 in the amount of $9,077,500 par
value had been deposited with the Trustee prior to December 31, 1936, for the redemption
of said bonds as of January 1, 1937.

Under the terms of the Indenture covering the 414%, Sinking Fund Debentures of
the Company, there will be paid into the sinking fund on August 15, 1938, an amount
equivalent to the sum of $1,000,000, plus 20% of the consolidated net income of the
Company as therein defined, for the year ended December 31, 1937, or approximately
$7,277,000, or in lieu thereof, in whole or in part, debentures at cost. Debentures held
in the treasury at the close of the year to apply against this sum amount to $320,000
par value.

No payments were made by Inspiration Consolidated Copper Company on principal
of notes of $7,643,000 due from that company but all current interest payments have
been made.

Capital expenditures during the year amounted to $8,622,564.10, summarized as
follows:

Mines; Mining Claimsand Lands. .. .. ..o ova oo ovnion $ 321,211.711
Buildings, Machinery and Equipment at the Mines, Smelting,

Refining and Manufacturing Plants of the Company and its

SUBSIAIATIes. « . vt ot e s 6,972,810.86
Miscellaneous—Including subscription to stock of National

Tunnel & Mines Company and acquisition of shares of stock

of other subsidiary companies........ . coe i 1,328,541.53

Current assets at the close of the year amounted to $99,859,662.11 compared with
$82,268,579.93 at the close of the prior year, and current liabilities to $20,074,990.72
compared with $15,442,097.08. The increase in current liabilities is accounted for by
accrued taxes which amounted to $10,768,944.40 compared with $4,584,115.49 at the
close of the prior year.

Charges to surplus for the year totalled $1,058,736.12, accounted for by that
portion of the discount and premium applicable to 59, Debentures of Chile Copper
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Company redeemed on January 1, 1937, and discount and premium on First Mortgage
5%, Sinking Fund Bonds of Butte, Anaconda & Pacific Railway Company redeemed on
August 1, 1937, in the amount of $907,336.12; and loss of $151,400.00 on investment in
Anaconda Copperclad Company, whose properties were sold and whose affairs were
liquidated during the year.

The dividends declared and paid during the year on the capital stock of your Com-
pany amounted to $15,180,091.50, or $1.75 per share.

There has been no change in the list of principal subsidiary companies included in
the consolidated report.

CORPORATE TRANSACTIONS

On March 15, 1937, Utah-Delaware Mining Company, a wholly-owned subsidiary
of International Smelting and Refining Company, was consolidated with Utah Apex
Mining Company, the name of the consolidated corporation being National Tunnel &
Mines Company. International Smelting and Refining Company received in exchange
for its interest in Utah-Delaware Mining Company 328,200 shares of stock of the con-
solidated corporation, and Anaconda Copper Mining Company received 200,000 shares
in exchange for 200,000 shares of Utah-Delaware Mining Company stock subscribed for
by it at 85 per share. To December 31, 1937 $650,000 had been paid upon this subscrip-
tion, the balance of $350,000 being payable upon demand, but not later than December
31, 1938. The combined holdings, 528,200 shares, represent 509, of the total authorized
and issued stock of National Tunnel & Mines Company. That company is now con-
structing a tunnel from a point near the Tooele smelter in Utah toits Bingham properties,
to more thoroughly prospect its mining claims, to reduce the costs of pumping, hoisting
and transportation and to provide a conduit for delivery of water for irrigation, industrial
and domestic use. The tunnel will have an approximate length of 23,000 feet, of which
5,103 feet had been driven at December 31, 1937.

During 1937, the Company increased its ownership in the stock of Anaconda Wire
and Cable Company from 279,222 shares to 281,822 shares, or 66.789, of total issue of
421,981 shares outstanding; and of Mountain City Copper Company from 1,457,134
shares to 1,462,234 shares, or 61.669, of total issue of 2,371,427 shares.

OPERATIONS

To meet the increased demand, production of copper by the Company and its con-
solidated subsidiaries was increased progressively until in May an output of approxi-
mately 85,000,000 pounds, an increase of more than 1009, above the production of the
same month in the previous year, was reached. The general recession of business there-
after in the United States forced a curtailment in the production of its domestic mines.
During the month of January operations at the zinc plants at Anaconda and Great Falls
were suspended as the result of the extremely cold weather which prevailed, causing a
shortage of water available for power. These operations were resumed in February and
the mines, reduction, refining and fabricating plants of the Company operated con-
tinuously thereafter during the year, with the exception that due to a further shortage
of water the operations of the electrolytic copper plant at Great Falls were suspended
for the period, July 29, to August 31, 1937, and the operations of the zinc plants were
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drastically curtailed during the months of July, August and September. In order to fill
the commitments that had been made for the delivery of copper and zinc it was necessary
for the Company during this period to purchase the required metals on the outside
market. This resulted in a diminution of earnings during the third quarter, and likewise
caused an accumulation of metal at the end of the year.

The Polson Power Project of the Montana Power Company, having a continuous
capacity of 56,000 Kilowatts, will be ready for operation during the early Summer of
the current year and no further shortage of power is anticipated, even under the most
unfavorable weather conditions.

Copper:

The total output of copper by the plants of the Company aggregated 1,211,791,560
pounds. The metallic copper production, after deduction of 447,011 pounds (of which

129,132 pounds were from Company mines) contained in by-product materials sold to

others, was 1,211,344,549 pounds obtained from the following sources: 270,077,227
pounds were treated on toll for the account of others; 97,645,160 pounds were produced
from purchased ores, concentrates and secondary metals; leaving a net production from
the mines of your Company and its consolidated subsidiary mining companies through
copper plant operations of 843,622,162 pounds, compared with 552,807,952 pounds in
1936, an increase of 52.6%,. This copper production exceeded by more than 39,000,000
pounds, or 4.9%, the previous record production of the properties made in 1929.

Total deliveries of copper from all sources including purchased copper for the year
in both the domestic and foreign markets amounted to 1,072,289,658 pounds.

Zinc:

Total zinc production was 209,335,808 pounds of which 180,513,935 pounds were
from purchased materials and 28,821,873 pounds from the mines of the Company. Of
total production 10,811,431 pounds were contained in by-product materials sold to other
companies; 4,645,486 pounds were in the form of zinc dross; 1,770,821 pounds retort zinc
produced for our account by other companies; and 192,108,070 pounds were electrolytic
zinc produced by the plants of the Company. Deliveries of zinc (produced and pur-
chased) amounted to 213,454,581 pounds including zinc delivered to the manufacturing
and zinc oxide plants of the Company.

Lead:

The total production of lead was 107,908,357 pounds. Of this amount 505,272
pounds were treated on toll for the account of others; 97,557,707 pounds were produced
from purchased ores, concentrates, etc., and 9,845,378 pounds from the mines of the
Company. Of the aggregate production 24,643,873 pounds were included in by-products
sold to other companies and 83,264,484 pounds were produced in metallic form by the
plants of the Company. Deliveries of lead during the year, including that used in the
manufacture of white lead, were 95,976,461 pounds.

Silver:

The Company produced 17,825,832 ounces of silver, of which 1,758,547 ounces were
treated on toll for account of others, 7,531,830 ounces were produced from purchased
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ores and concentrates, and 8,535,455 ounces were produced from Company ores. Of the
above total 2,246,236 ounces were contained in by-product materials sold to other
companies.

Gold:

Gold production amounted to 197,844 ounces, of which 42,402 ounces were contained
in materials treated on toll for the account of others, 109,615 ounces came from pur-
chased materials, and 45,827 ounces from the mines of the Company. Of this amount
6,699 ounces were sold in the form of various by-product materials to other companies.

Miscellaneous:

Miscellaneous products consisted of 108,062,552 feet of lumber; 45,861 tons treble-
superphosphate and phosphoric acid; 8,177 tons arsenic; 891,357 pounds cadmium;
145,925 pounds nickel sulphate; and 299,315 pounds copper sulphate.

Fabricating Plants:

The shipments of manufactured products from the plants of The American Brass
Company (including Toronto Plant) and Anaconda Wire and Cable Company amounted
to 744,661,851 pounds, an increase of 99, over those of the prior year.

Non-Consolidated Subsidiary Mining Companies:

The Mountain City Copper Company produced 32,993,769 pounds of recoverable
copper from ores and concentrates shipped. The Walker Mining Company produced
9,823,851 pounds of recoverable copper from concentrates shipped.

SILESIAN-AMERICAN CORPORATION

The Silesian-American Corporation and its subsidiaries continue to be adversely
affected by exchange restrictions in Poland and Germany and by the maintenance of
Polish currency on a gold basis whereas the major portion of products must be sold in
World markets in competition with other companies operating in countries with depre-
ciated currencies.

The principal amount of bonds of Silesian-American Corporation outstanding at
the end of the year was $4,309,000, a reduction of $1,036,000 during the year 1937.

EMPLOYEES

During the year 1937 the average number of employees of the Company and its
consolidated subsidiary companies was 44,148, of which 29,769 were within the United
States. The average number of employees in the United States increased from 27,944
in January to 32,213 in June, but dropped to 25,025 in December.

GROUP INSURANCE

The Group Insurance in force at the close of the year amounted to $40,719,250,
covering 27,234 employees.

The amount of insurance paid to beneficiaries during the year was $511,500.
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NUMBER OF SHAREHOLDERS

The number of registered shareholders appearing on the transfer books of the
Company at December 31, 1937, was 107,596 as compared with 106,745 at the close of
the prior year.

The Directors regret to record the deaths during the year of Col. Grayson M.-P.
Murphy, who served as a Director of the Company from June, 1933, to the date of his
death, October 18, 1937; and of Andrew J. Miller, who served as a Director of the
Company from May 19, 1915, until the date of his death, October 31, 1937.

The vacancies caused by the decease of the above Directors have been filled by the
election of Mr. E. Roland Harriman and Mr. Harry H. Moore, respectively.

FINANCIAL STATEMENTS

There is attached hereto as a part of this report a Consolidated Balance Sheet
showing the financial condition of the Company and consolidated subsidiary companies
at the close of business December 31, 1937, together with a Consolidated Income
Account and a Consolidated Surplus Account for the year, Certified by Messrs. Pogson,
Peloubet & Co., Certified Public Accountants.

By Order of the Board of Directors.
CORNELIUS F. XELLEY,

President.

New York, N. Y., March 26, 1938.
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LEWIS M. NORTON
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AGENTS

EUROPE - KEMP, CHATTERIS, NICHOLS, SENDELL & CO.
LONDON AND PARIS

EGYPT « HEWAT, BRIDSON & NEWBY
ALEXANDRIA AND CAIRO

To the Board of Directors,

Anaconda Copper Mining Company,
25 Broadway, New York, N. Y.

We have made an examination of the Consolidated Balance Sheet as of December 31st,
1987, of Anaconda Copper Mining Company and of the other corporations whose accounts
are consolidated with its accounts as stated in Note A to the Consolidated Balance Sheet
(which other corporations are hereinafter referred to as consolidated subsidiaries) and of their
Consolidated Income and Surplus Accounts for the calendar year 1937.

In connection with our audit we examined or tested the accounting records of Anaconda
Copper Mining Company and its consolidated subsidiaries together with other supporting
evidence and made a general review of the accounting methods and of the operating and income
accounts for the calendar year 1937, but we did not make a detailed audit of the transactions.

The practice of the Company and its subsidiaries in computing their net income or net
loss without deduction for depletion of metal mines is in accordance with accepted accounting
procedures in industries engaged in the mining of copper, zinc, lead, silver and gold, and is in
agreement with long established and consistently maintained accounting practices and proce-
dures of this Company and others similarly situated, and the Company is advised by counsel
that such procedure is in accordance with legal requirements.

In our opinion, based on our examination, such Balance Sheet, Income and Surplus
Accounts, together with the notes attached thereto or appearing thereon, fairly present, in
accordance with accepted accounting principles and procedures appropriately applied and
consistently maintained (except that metals accumulated under purchase contracts by
fabricating plants and from secondary metal intake which were unsold at December 31st,
1937 were written down to market quotations at that date by a charge to income) the con-
solidated position of the Company and its consolidated subsidiaries as of December 31st, 1937
and the combined results of their operations for the calendar year 1937.

POGSON, PELOUBET & CO,,
Certified Public Accountants.

New York, March 18th, 1938.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidated Balance Sheet—December 31st,

ASSETS
FIXED ASSETS:

Mines and mining claims, water rights and lands for metal producing and manu-

facturing plants—see note G
Coal mines, timber lands-and phosphate deposits—see note G... $ 9,545,269.67
Less reserve for depletion 2,143,811.03

S SE—)

Buildings and machinery at mines, reduction works, refineries, manufacturing
plants, sawmills, foundries, waterworks, steamships and railroads (including

1937

$290,153,909.77

7.401,358.64

140,954,094.21

6,105.00

31,707,390.32 $470,222,857.94

railroad concessions to the extent of $945,122.66)—Se€ NOte Grvnvvnrrerrccccceeccions $289,344,000.65
Less reserve for depreciation 148,389,906.44

Patents.

Investments:
Securities of subsidiaries not consolidated—see notes CandFum $ 15,684,234.10
Other security investments—see note F. 15,252,436.34
Indebtedness of subsidiaries not consolidated-—not current 770,719.88

DEFERRED CHARGES:

Stripping and development

Prepaid expenses

Deferred expenses

Discount and expense on debentures

CURRENT AND OTHER ASSETS:

Current assets:

Supplies on hand—see note E page 13 $ 15,687,282.05
Metals and manufactured products:

In process—see note D page 13 7,774,819.50

Finished—see note D page 13 51,364,458.85
Accounts and notes receivable—trade, less reserve. 7,147,572.58
Indebtedness of subsidiaries not consolidated—current 3,250,122.20
Marketable securities—at cost (market value $515,997 27 ) T, 943,531.37
Cash 13,691,875.56

QOther assets:

Installment house and land sales and other accounts receivable, less reserve........ $ 1,106,230.28
Advances to sundry mining companies, including advances on ores, less reserve.. 122,118.86
Ores produced during development operations held for future treatment—see

note H 1,329,298.51
Cupriferous material held for future treatment—see note I 3,047,069.54

Notes receivable of Inspiration Consolidated Copper Company secured by
First Mortgage Bonds of that company in the principal amount of $7,643,000
(being total amount of said bonds issued) 7,643,000.00

3 6,782,194.79
327,571.41
368,192.31

2,016,834.87 9,494,793.38

$99,859,662.11

13,247,717.19  113,107,379.30

See explanatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

w Consolidated Balance Sheet—December 31st, 1937

LIABILITIES

CAPITAL STOCK of Anaconda Copper Mining Company:
Authorized—12,000,000 shares of the par value of $50.00 each

Issued 8,919,086 shares 2445,954,300.00
Held in treasury or through subsidiaries 244,748 shares 12,237,400.00
Outstanding 8,674,338 shares $433,716,900.00
CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest............. 4,625,444.44

DEBENTURES AND NOTES OUTSTANDING:
Anaconda Copper Mining Company—4%4% Sinking Fund Debentures due 1950—see note Joe $ 47,909,000.00
Less held in treasury. 320,000.00
$ 47,589,000.00

Chile Exploration Company—Serial Notes—payable to banks, due December 10th, 1939 to De-
cember 10th, 1941, interest 214% to 814% (guaranteed as to both principal and interest by

) ( Anaconda Copper Mining Company) 19,000,000.00  66,589,000.00
RESERVES:
For repairs, renewals and replacements $  350,561.02
For workmen's compensation insurance, etc 845,262.04
For contingencies 275,000.00 1,470,823.06-
CURRENT LIABILITIES:
Chile Exploration Company—Serial Notes—payable to banks, due December 10th, 1938 (guar-
anteed as to both principal and interest by Ansaconda Copper Mining COMPANY). ..o wwrrmuwmerrrrmmmssress $ 2,000,000.00
Accounts payable—trade 4,920,463.41
‘Wages payable 1,078,988.87
Accrued taxes. 10,768,944.40
' Accrued interest 574,763.06

195,436.26
536,394.72  20,074,990.72

O

Other accrued liabilities.

Other accounts payable

DEFERRED CREDITS TO INCOME 245,041.20

SURPLUS 66,102,831.20
$592,825,030.62

See explanatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies
Consolidated Income Account—Year Ended December 31st, 1937

Gross Sales and Earnings.. $233,916,532.07
Cost of Sales—operating expenses, development, maintenance and repairs, administrative, selling and
general expenses and taxes except income tages—sales to the extent of current production being

applied at current cost 181,739,984.57
Income from operations of mining, smelting, refining and manufacturing plants, before deducting
depreciation and depletion 8 52,176,547.50
Other Income—Dividends from subsidiaries not consolidated—see note D page 14........ $ 1,741,190.10
—Other dividends and interest—see note E page 14 597,232.62
—Miscellaneous income. 213,195.19 2,551,617.91
. $ 54,728,165.41
Interest on bonds, debentures and serial notes % 3,041,675.72
Expenses pertaining to non-operating umnits ) 415,479.37
United States and foreign income and excess profits taxes—estimated (including $256,139.61 esti-
mated surtaxes on undistributed income) 8,575,529.81
Discount, premium and expense on bonds and debentures retired through sinking fund operations........ 390,118.13  12,422,803.03
. o $ 42,305,362.38
Provision for depreciation and obsolescence $ 9,114,754.77
Provision for depletion of coal mines, timber lands and phosphate deposits (without deduction for
depletion of metal mines) 99,275.06
Reduction to market quotations of excess metal inventory at fabricating and secondary metal plants.... 1,191,185.28
Current discount and expense on bonds and debentures. 168,108.09  10,573,323.20
Net Income, without deduction for depletion of metal mines. % 31,732,039.18
Minority share of income 344,177.23
Consolidated Net Income, without deduction for depletion of metal mines. $ 31,387,861.95

See explanatory notes, page 14.

Consolidated Surplus Account—Year Ended December 31st, 1937

Surplus, December 31st, 1936 $ 51,315,365.88
Minority interest.... 361,569.01° $ 50,953,796.87
Consolidated Net Income, without deduction for depletion of metal mines 31,387,861.95
$ 82,341,658.82
Deduct:
Dividends Nos. 117, 118, 119 and 120 15,180,091.50

$ 67,161,567.32
Discount and premium on 5% Gold Debentures of Chile Copper Company due 1947 called on
December 1st, 1936 for redemption January 1st, 1937, being that proportion applicable to
debentures called for redemption January lst, 1937 and not theretofore presented, and
discount and premium on First Mortgage 5%, Sinking Fund Gold Bonds of Butte, Araconda
& Pacific Railway Company, due 1944 called on June 15th, 1937 for redemption August 1st,

1937 ] 907,336.12
Tooss on investment in unconsolidated subsidiary whose properties were sold and whose affairs
were liquidated during the year 151,400.00 1,058,736.12
Surplus, December 31st, 1937 % 66,547,913.27
Minority interest : 445,082.07
Consolidated Surplus, December 31st, 1937 $ 66,102,831.20
12
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 3l1st, 1937

{OTE A—PRINCIPLES APPLYING IN CONSOLIDATION

In order to present the status of the Company’s interest in subsidiaries where the interest owned (directly or through other subsidiaries)
is 759, or more of the issued stock, the assets and liabilities of said subsidiaries as they appear upon the books of said subsidiaries
are distributed under appropriate headings on the Consolidated Balance Sheet, except that four small subsidiaries more than
75%, owned, the operations of which are not an integral part of the operations of the consolidated group, are carried as investments
in the Consolidated Balance Sheet. The interest of minarity stockholders of subsidiaries, the accounts of which are consolidated,
is shown on the Consolidated Balance Sheet. Accounts of subsidiaries in which the Company’s interest is less than 759 of the
issued stock are not consolidated and the shares owned in these subsidiaries are carried as investments in the Consolidated Balance
Sheet. The term ‘“‘subsidiaries” is intended to mean corporations in which 2 majority of the voting stock is owned directly by
the Company or through other corporations in which the stock interest of the Company is more than 95%.

NOTE B—BALANCES IN FOREIGN CURRENCIES

Cash balances in foreign currencies {equivalent to $812,475.10 in United States currency) are converted into dollars at rates not more
favorable than those effective at December 31st, 1937, Current assets and liabilities at the Toronto plant of Anaconda-American
Brass, Ltd., are carried in Canadian currency and have been converted into U. S. dollars at rates not in excess of rates current at
December 31st, 1937.

Contingent liabilities existed at December 31st, 1937 () for acceptances covering foreign sales of copper discounted in the ordinary
course of business at various banks on the greater part of which payments have already been received and (b) for exchange com-
mitments most of which have been liquidated.

NOTE C—EQUITY OF COMPANY IN UNCONSOLIDATED SUBSIDIARIES

The equity of the Company in the assets of the principal unconsolidated subsidiaries (Anaconda Wire and Cable Company, Mountain
City Copper Company and Walker Mining Company) and the four unconsolidated subsidiaries referred to in Note A had decreased
at December 31st, 1937, to the extent of $15,784.48, since the dates of acquisition as the result of profits, losses, distributions and
surplus adjustments as shown by the books of said unconsolidated subsidiaries, but the cost thereof as shown in the Consolidated
Balance Sheet has not been adjusted for such decrease.

NOTE D—INVENTORIES OF METALS AND MANUFACTURED PRODUCTS

The metallic contents of copper ores, concentrates, and cupriferous materials, and zinc and lead ores and concentrates, while in treat-
ment at reduction plants up to the produetion of blister copper, electrolytic copper, metallic zinc and lead bullion, are classified
as metals in process. Blister and electrolytic copper, metallic zinc, lead bullion, and other products and metals produced in connec-
tion therewith or therefrom, including stock in works at fabricating plants, are classified as finished.

Tnventory in proeess is calculated at cost which is below the equivalent of current market or metallic content of such inventories.

Finished metals and manufactured products on hand at December 81st, 1037 (except silver, gold and molybdenite which are carried
at market quotations or less), have been valued at cost on the last-in, first-out basis, and prices determined in accordance with-this
method were below market prices for the various metals and products at December 81st, 1937, except that metals accumulated
under purchase contracts by fabricating plants and from secondary metal intake which were unsold at December 31st, 1937 were
written down to market quotations at that date.

See Note C to Consolidated Income Account.

NOTE E—SUPPLIES ON HAND

Supplies on hand, including replacement parts as well as current supply items, are carried at cost.

NOTE F—INVESTMENTS—BASIS

Investments in securities of unconsolidated subsidiaries and other security investments are carried at cost or less, such cost being cash
cost, or in the case of securities issued in exchange for property transferred by the Company or a consolidated subsidiary, the cost
of such property to the consolidated group after deducting depreciation to date of transfer, and do not indicate current values.
Other security investments include 333,000 shares of Inspiration Consolidated Copper Company carried at $10,914,107.51.

NOTE G—PROPERTY, PLANT AND EQUIPMENT—BASIS OF VALUATION

(a) Property, Plant and Equipment of the Company are carried at cash cost or in the case of physical properties acquired for stock
of the Company at par value of such stock.

(b) Property, Plant and Equipment of subsidiaries (the accounts of which are included in this Consolidated Balance Sheet) are carried
at the difference between (1) the investment basis for the respective subsidiary as set forth below, and (2) all net assets (other
than property, plant and equipment) of such subsidiary at the time when its accounts were first included in the Consolidated
Balance Sheet of the Company. and subsidiaries, to which is added the cost of subsequent acquisitions. Such investment
basis is the cash cost to the consolidated group of the stock of the respective subsidiary owned by such group, where the same
was acquired by the group for cash, or here the same was acquired by the consolidated group for stock of the Company,
the par value of the stock of the Company so issued, except as to properties of Andes Copper Mining Company and Santiago
Mining Company acquired by said companies respectively for shares of their capital stock, which properties are included in
the Consolidated Balance Sheet at the original par value of the shares of those companies issued therefor (i. e., $25 per share),
amounting in the case of Andes Copper Mining Company to 1,000,000 shares and in the case of Santiago Mining Company
to 70,566 shares. Of said stock of Andes Copper Mining Company issued for property 098,036 shares were acquired by the
Company and subsidiaries at less than the original par value thereof and of said stock of Santiago Mining Company 65,431
shares were acquired (in 1980) by the Company at less than the original par value thereof. The 65,431 shares of Santiago
Mining Company prior to their acquisition by the Company were carried in the consolidated financial statements as out-
standing minority interest at pa from the date when Santiago Mining Company was first included in such statements. .Upon
the acquisition of such shares by the Company in 1930 the difference of $1,519,565.66 between the par value thereof and the cost
of such shares to the Company was transferred from minority interest to consolidated surplus. 'The total amount credited to
consolidated surplus on account of the difference between the par value of the-above mentioned shares of Andes Copper Mining
Company and Santiago Mining Company and cost thereof to the Company and its subsidiaries was $23,429,105.38.

(c) It has been the practice of the Company, consistently applied to its own properties and those of subsidiaries the stocks of which
have been acquired and the accounts of which are included in the Consolidated Balance Sheet to carry Property, Plant and
Equipment as described above. Pursuant to the requirements of the United States Treasury Department, valuations as of
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March Ist, 1913 of mining properties then owned have been recorded on the books for the purpose of computing the amount
allowable as a deduction for “depletion” in arriving at taxable income under the Federal income tax laws, but these values
have not been included in the published accounts of the Company.

The Company has consistently followed the practice of not deducting in any of its published accounts, any amount for depletion
on account of metals mined, and no such deduction is included in any of the financial statements submitted herewith.,

Depletion based on cost has in the case of timber, coal and phosphate lands, been deducted from income in the financial statements
submitted herewith and also from the cost basis shown in the Consolidated Balance Sheet.

(d) The values of Property, Plant and Equipment are shown on the bases above set forth and do not indicate current values which
could be established only by current appraisals.

NOTE H—ORES PRODUCED DURING DEVELOPMENT. OPERATIONS

Ores produced during development operations, held for future treatment, are carried at cost of extraction which is less than a con-
servatively estimated realizable value.

NOTE I—CUPRIFEROUS MATERIAL

Cupriferous material held for future treatment is at a valuation assigned to a certain part thereof by United States Treasury Department
for income tax purposes which is less than the value of the recoverable metals contained therein at current metal prices after
deducting treatment costs, both as estimated by Metallurgists of the Company.

NOTE J—SINKING FUND REQUIREMENTS

Under the sinking fund provisions of the indenture providing for the issue of the 414%, Sinking Fund Debentures of Anaconda Copper
Mining Company, due 1950, the Company will be obligated on August 15th, 1938 to pay to the Trustee under the indenture, for the
purposes of the sinking fund for the retirement of debentures, an amount equal to $1,000,000 plus 209, of the consolidated net
income of the Company (as defined in the indenture) for the period of twelve months ended December 31st, 1937 or in lieu of
such payment, the Company may deliver to the Trustee under the indenture debentures to be received by the Trustee under the
indenture in lieu of an amount of cash equal to the purchase price of such debentures paid by the Company in the acquisition
thereof. The Company has made all payments required under the indenture and has satisfied all other requirements from the
date of issue to December 31st, 1937.

NOTE K—FEDERAL INCOME TAXES

A determination of the amounts due for Federal income taxes for the tazable years up to and including that ended December 31st,
1933 has been made by the United States Treasury Department and any amounts due thereunder have been paid. Returns for
subsequent years have either not been audited or final determination of additional tax liability, if any, has not been made.

NOTE L—SURPLUS

Included in Consolidated Surplus are: (a) a credit of $21,909,539.72 arising from inclusion in Consolidated Balance Sheet of assets
and liabilities of Andes Copper Mining Company at the amounts shown on its books (see note G), (b) a credit of $1;519,565.66
arising from acquisition in 1930 of minority shares in Santiago Mining Company issued for property and carried at their par-value,
said amount representing the excess of par value over acquisition cost, (c) a credit of $20,816,158.49, being the excess of the proceeds
of the issue of 8,109,598.54 shares of stock of Company over the par value thereof and (d) a charge of $11,907,498.50, being
discount and expense on issuance, and premium on redemption of bonds, redeemed through funds obtained by issuance of stock
above referred to. See paragraph (c) of Note G as to practice regarding depletion.

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 1937

NOTE A—BASIS .

Principles applying to the Consolidated Income Account are the same as set forth in Note A to the Consolidated Balance Sheet. The
equity of the Company in the income of four small unconsolidated subsidiaries more than 759, owned, the operations of which are
not.an integral part of the operations of the consolidated group, amounted for the year ended December 31st, 1937 to 814,481.72.

Sales of metals and manufactured products are included in income as billed and delivered to customers. Undelivered sales contracts
and purchase commitments are not given effect to in the Income Account.

NOTE B—INTERCOMPANY SALES AND PROFITS

Sales to consolidated subsidiaries have been eliminated and the sales shown in the Consolidated Income Account include only sales to
others than the Company and consolidated subsidiaries.

Intercompany profits, where these are material, have been eliminated in the Consolidated Income Account. The principal intercompany
transactions are sales of copper and other metals to manufacturing subsidiaries. The inventories of manufacturing subsidiaries
include, so far as is ascertainable, no intercompany profit.

Any intercompany profits resulting from transactions in connection with purchases and sales of supplies and furnishing of services
and in connection with refining and smelting operations are not material in amount and have not been eliminated.

NOTE C—COST OF SALES

The general practice of inventory valuation followed in the year ended December 31st, 1937 was as follows:

In ascertaining consolidated income during the year 1937, the Consolidated Income Account was stated on the basis of last-in,
first-out, that is, applying current cost of metal production to sales (see Note A) to the extent of current production. (See
Note D to Consolidated Balance Sheet).
NOTE D—DIVIDENDS AND EARNINGS OF PRINCIPAL UNCONSOLIDATED SUBSIDIARIES
In the year 1937 the equity of the Company in the combined net current earnings of the principal unconsolidated subsidiaries
(Anaconda Wire and Cable Company, Mountain City Copper Company and Walker Mining Company) and the four unconsolidated
subsidiaries referred to in Note A amounted to $2,029,957.64. Out of that equity there was paid to the Company the amount
of $1,741,190.10 in dividends by said unconsolidated subsidiaries.
NOTE E—INTEREST—INSPIRATION CONSOLIDATED COPPER COMPANY
There is included in Income Account under the item “Other Dividends and Interest” interest on notes of Inspiration Consolidated
Copper Company, in the amount of $387,457.62 for the year ended December 31st, 1937. All interest due or accrued on these
notes at December 31st, 1937 has been paid.
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STATEMENT 1937

..eg{}g..._

Walker Mining Company

PLUMAS COUNTY, CALIFORNIA

P. 0. WALKERMINE, CALIFORNIA
SHIPPING POINT SPRING GARDEN, CALIFORNIA

OPERATING OFFICE
KEARNS BUILDING, SALT LAKE CITY, UTAH

— s

(Incorporated under the Laws of the State of Arizona)

—i{f-

CAPITAL STOCK

CoMmMoN—Authorized - = - 1,750,000 shares at $1.00 per share
Issued - - - - - 1,749,308 shares at $1.00 per share

— -

Directors

J. R. WALKER E. L. MAY J. 0. ELTON J. B. WHITEHILL
B. R. HOWELL J. F. DUGAN ROBERT E. DWYER

Officers
J. R. WALKER, President
ROBERT E. DWYER, Vice-President
J. 0. ELTON, Vice-President
J. B. WHITEHILL, Secretary-Treasurer

Transfer Agents

J. W. ALLEN, Transfer Agent, 25 Broadway, New York City, N. Y.
RoM WARBURTON, Transfer Agent, 820 Kearns Bldg., Salt Lake City, Utah
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To the Stockholders of
Walker Mining (ompany:

Your property was in full operation from January 1st to October 3lst, 1937;
from November 1st to November 15th, inclusive; on a shutdown basis; and from
Nfovembqr 16th to December 31st, on a curtailed basis approximating 15 per cent
of capacity.

Regarding development work, the total advance for all classes of  drifts,
crosscuts, raises, winzes, etc. for the yvear was 13,286 feet, of which: 5,736 feet of
work was necessary in order to block out stoping ore which had been developed
in previous years. 7,550 feet of all classes of work were driven for exploration
purposes. This is an increase of 1,965 feet over the development work done dur-
ing 1936. The development work placed more ore in the reserve during the year
than was mined.. 1082 Winze, which is the main hoisting shaft for the Jower
levels, was deepened for a distance of 163 feet, a station cut on the 1200 level, skip
pockets were started, and development work will be done on this level.

New equipment has been purchased and installed in the mill, shops and mine
to the extent of $128,379.54, and has added to the efficiency of operation.

Ore Broken During the Year ..... .. ..... 457,075 tons

The mill operated 336 days, treating an average of 1,330 tons per working
day.
Ore Milled ... ... ... v 447,050 tons
Concentrate Produced” .. ... ..... ... .. ... 21,116 tons

There were delivered to :the smelter 21,474.80 tons of concentrates, precipi-
tates and lime scale, with net recoverable content of copper 9,823,851 pounds, Sil-
ver 277,082 ounces, Gold 14,437 ounces.

The entire production of silver and gold was sold.. Sales of copper amounted
to 7,854,992 pounds at an average price of 13.9177c per pound, leaving 1,968,859
pounds on hand unsold at the end of the year.

The year’s operation resulted in a small op_erating profit, even though the
demand and price of copper sharply declined during the last few months of 1937.

The physical condition of the mine and mill is excellent, and the results of
1938 operations depend entirely on the demand for copper.

‘A dividend amounting to $87,465.40, or bc per share on the outstanding stock,
was paid December 23, 1937.

Effective April 1, 1937, the company cancelled its contract for sale of ore and
concentrates and entered into a new contract under the terms of which the re-
coverable copper is returned to the company. At the same time an agreement was
entered into with the Anaconda Sales Company covering the sale of copper for the
company’s account: Since November 1s{ the Company has been practically on a
shut-down basis, sufficient work to keep the mine in condition and certain develop-
ment work having been done. Concentrates produced under these conditions have
been sold to.International Smelting and Refining Company.

The financial statements of your Company for the year ending December 31,
1937, are herewith submitted for your information.

, Respectfully,

J. R. WALKER,

President.
March 24th, 1938.
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Walker Mining Company

BALANCE SHEET—DECEMBER 31st, 1937

ASSETS
FIXED ASSETS-—See Note A:
Mines, mining claims and

development ......... ..., . .. $1,324,168.89 -
Plant and equipment at mine, mill,

camp and shops and aerial

tramway ... 0oL $1,629,576.06 -

Less reserve for depreciation ... 989,790.00 639,786.06 - $1,963,954.95 .
INSURANCE FUND DEPOSIT (securities at cost) 31,837.50 -
EXPENSES PREPAID .............0.c0co. 00, 995.26-
CURRENT ASSETS:

Supplies on hand—at cost ... .. ... ... . . . .. 216,852.07

Ores.and concentrates on hand—at cost ... .. . 218,332.40

Copper on hand-—at market—see note B ... .- 194,917.04-

Accounts receivable . . ... ... ... . ... . .. 5,344.72 -

Cash ... .. .. .. 13,440.49 - 648,886.72 .

$2,645,674.43 -

LIABILITIES
CAPITAL STOCK:

Authorized—1,750,000 shares of the par value
of $1.00 each Issued and outstanding—
1,749,308 shares . . ... ... ... ... ... .. ..

CURRENT LIABILITIES:

$1,749,308.00 -

. Accounts payable—trade ................ ... 42,805.64 -
Wages payable ....... ... .. .. ... . ... 4,199.21 .
Accrued taxes .. ............. . ... ... ... .. 12,136.33.
Indebtedness to International Smelting and
Refining Company .............. ... ... . 308,431.59. 367,5672.77
RESERVE FOR WORKMEN’S COMPENSATION
INSURANCE ... ... ... . . . i, 44,964.89
SURPLUS:
Surplus December 31st, 1936 .. ... . ... ... .. 485,358.46
Net income of the year 1937, without
deduction for depletion .......... ... ... .... 85,935.71
571,294.17
Dividends declared and paid ............ .. .. 87,465.40 483,828.77 -
$2,645,674.43 -
INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 1937
(See Note B)
Sales of metals and concentrates . ..... ....... .. ... .. ... . ... .. $1,713,567.40
Cost of sales:
Production cost .. ... . ... . ... .. . ... .. ... .. $1,773,297.17
Less copper on hand at December 31st, 1937—
at market—see note B. ... ... ... .... ... 194,917.04 1,578,380.13
Operating income without deduction for depreciation and depletion 135,187.27
Interest received—-—mnet ... ... ... .. .. 00 L. 908.05
136,095.32
Expenses pertaining to non-operating units ........ ... 11,875.26
Federal income taxes—estimated (No surtax on
undistributed income is deemed to be payable) ... . .. 6,329.57 18,204.83
117,890.49
Depreciation and obsolescence ......... ... . ... ... .. ... ... .. .. 31,954.78
Net income, without deduction for depletion. ... ... ... . ... . .. $ 85,035.71.

See explanatory notes on following page.
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Walker Mining Company

NOTES TO FINANCIAL STATEMENTS
NOTE A—FIXED ASSETS—BASIS OF VALUATION

Mines, mining claims, development and plant and equipment at mine, mill,
camp and shops and aerial tramway of Walker Mining Company are carried on
its books at cost, such cost being represented in the case of mines and mining
claims to the extent of $1,250,000.00 by par value of capital stock issued therefor
and in the case of all other fixed assets by cash cost thereof.

Depreciation has been written off on a unit of production basis.

In order to comply with the Government income tax requirements for the
purpose of computing depletion additional entries respecting the valuation of the
mining property have been recorded upon the books of the Company; but being
made in compliance with'the Regulations of the Bureau of Internal Revenue only
the result of such entries is omitted from the current: statements.

_The values of Fixed Assets are shown on the basis above set forth and do not
indicate current values which could be established only by current appraisals.

NOTE B—COPPER ON HAND

Copper on hand is carried at market December 31st, 1937, which is below cost.
Up to April 1st, 1937, the Company sold ores and concentrates produced to Inter-
national Smelting and Refining Company but since that date such production has
been treated on toll by International Smelting and Refining Company and the
refined metals returned to Walker Mining Company. Since November 1st the
Company has been practically on a.shut-down basis, sufficient -work to keep: the
mine in condition and certain development work having been done. Concentrates
produced under these conditions have been sold to:International Smelting and
Refining Company and included in the\item “Sales of metals and concentrates.”

To the Board of Directors,
Walker Mining Company,
Salt Lake City, Utah.

We have made an examination of the Balance Sheet as of December 31st,
1937, of the Walker Mining Company and of its Income and Surplus Accounts for
the calendar year 1937.

In connection with our audit we examined or tested the accounting records of
the Walker Mining Company, together with other supporting evidence and made
a general review of the accounting methods and of the operating and ingome
accounts for the calendar year 1937, but we did not make a detailed audit of the
transactions. .

The practice of the Company in computing its net income without deduction
for depletion of metal mines is in accordance with accepted accounting procedures
in industries engaged in the mining of copper, silver and gold and is in agreement
with the accounting practices. and procedures consistently maintained by this
Company and others similarly situated, :and the Company is advised by counsel
that such procedure is in accordance with legal requirements.

In our opinion, based on our examination, such Balance Sheet, Income and
Surplus Accounts, together with the notes attached thereto or appearing thereon,
fairly present, in accordance with acpepted accounting principles and procedures
consistently maintained and appropriately applied by the Company, the position
of the Company at December 31st, 1937, and the results of its operations for the
calendar year 1937.

POGSON, PELOUBET & CO.,
New York, March 15th, 1938. Certified Public Accountants.
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WALKER MINING COMPANY

WALKERMINE
PLUMAS COUNTY, CALIFORNIA

Iy
e T CHING

JISTRIBUTE
L. F. BAYER, MANAGER
WL i lawenifie L Lo I T
for the Period, Lay 9, to 15, 1938, Inc.
PERI0D MONTH TQ DATE
Estimated net smelter returns from
38,31 tons of dry concentrates @ )
3 67.89 for the period % 2,601,000 - v 6,679.,00
Less Labor $ 2,737.00 $  5,546,00
Supplies 911.00 1,610.00
Expenses ' 855.00 1,797.00
4,503,00 8,953.00
Credits 105, 00 4,398,00 225,00 8,728.00
5 1,737.00 5 2,249.00
7
Z‘ ; W
MANAGER /
Note:
Txtra expense for Period Dolly Gulch By-Pass & 88,85
Piute Ditech 52,18
Tailings Dam 176,15
Precipitates 213,32
Total $ 530,50 -
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Tor the Period, May 9, to 15, 1938, Inc.

OUTALY BLPLOYESS
Average number ner day 17.0

i@ MIIE  All mining operations were carried on in the Pi

THE MILL was operated satisfactorily during the period,

PERICD MONTH TQ DATE
Breakage and Grade 1,157 1.36 3,671 1,08
| Production and Grade 1,311 0.99 3,549 1.00
11lled and Grade ) : 1,365 0.951 3,603 0,946
Concentrates produced, tons 38,310 97.700
Copper produced, pounds 20,272 53,488
Copper recoverable, pounds 19,575 51,659
Estimated Estimated
Cost. Per Lb, Cost Per Lb,

Mining 10,6129 7.5882
}illing : 4,2717 3.6588
Tramway A 1.0097 0.9026
General Expense (Vialkermine only) 5.0415 2,2506
Shut-Down EZxpense (Pumping, Salvage, etc.) 4,0680 2,9307
Cost at Spring Garden 23,0038 17,3309
Cost Beyond Spring Garden _4.2418 4,1832

Total Cost: 27,2456 21,5141
Plant Facilities " 0.5364 0.4355
Gold end Silver Credits 7.5289 7.1113

Net: 19,1803 13,9673
DAILY EMPICYEES )

Average wage per day b 3.9759
Average number of -shifts per day 69,714

ute Orebody.
The mill was not operated ) .

on May 9th, 10th, llth, 12th, or 13th as no ore was available for milling purposes.

TZE WELTEZR A light rainfall was had during the period.

TTSCRIT=r™ The Chavyrolet Truck hew'~4 all mail and supplies in the camp.

Copper based on selling price of 10,000 ¢ per pound,

qtie| MIN 000011897
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F. 514 1.1536 5M

Walker Mine, Caif.,...... )2y 20,_1938

Following are the principal ad made in different mins workings
during tha period ending........ Jo8Y. 104 1938 .19 Walker Mine
PLACE et DESCRIPTION ADVANCE | TotaL |Tonsome | % cu |wasTe
PIUTE QREBODY
Raises
6738s R 609Cs DN lanway raise (6X6) preparatory
to mining 725 Stope. Advance
vas made in quartz, 12,0 12,0 39 1,20
Total: 12.0 39 1.20
Stoves .
725 Stope From 200 & 20N to 200 & 801 455 1l.24
7257 Stone From 199 & 40N to 200 3 OON 663 1l.44
Total: 1118 1.38
Sumary
Total footgge and breakage from raises 12.0 39 1.20
Total breakage from stopes 1118 1.36
Totel: 12,0 1157 1.36
GENERAL SUMMARY TOOTAGE 2D 2IEAKAGS
Total footage and breaksge from raises 12,0 39 1l.20
Total breekage from stopes 1118 1,36
Total 1 12,0 1157 1.36
STMARY FOOTAGE AMD BREAVAGE BY [OREBODIES
Piute 12,0 | 1157 1,36
Total: 12,0 1157 1.36
673Es R 609Cs DN Piute Orebody 20050N # 100258
IVE PRODUCTION DATA
Piute Orebody
ot SI00E _ leadings 39 1.20
o o 615 Stope 580 0.82
3 i U u.A?Y ol 725 Stope 317 1.24
RIS MATERAL s ‘4
" CRQTECTED 3t [CFYRIGHT LAW 7234 Stope 200 1.44
TTITLE 17.[U.S. COOE) 755 Stope 175 0,35
' Total: 1311 0.99
Tonnage adjustment for unaccounkable loés 1337
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F. 514 11536 5M

lr, J. R, Walker, Pres.,

Walksr Mine,
#2

Calif.,.

lay. 20, 1938

Following are the principal ad

made in different mine workings

during the period endl May 15, 1938 19 Walker Mine
PLACK i DESCRIPTION ADVANCE | TOTAL |TONs omrg | % cu |waste
Total tonnage produced during the period 1311 0,99
Total adjustment for unaccountable loss 1337
MILL CCLDCSITS iSIiV3 'Dryl] Tons % Cu | 0z Au | 0z 2
Heads 136p. 00 0.95] 0,036 0.74
Concentrates PB.31 26,46 0,82 20.31
Tails 1326.69 0.213 0.0135 | 0,31
a0 OLLECTIOH

ean0A G 1AL UTGUHEN | LOLLELH
'riz’lé%?;‘?—&g\%s%&t:tEn-u:;wEa'em' OF mo.\:.;réG
"33 HOT REPRODUCE OR DISTRIBU

THIS MATERIAL MAY SE
PROTECTED Y CO7YRIGHT LAN
(TITLE 17, U5 GO0
&
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uit OR DiSTRIB

HIS WAl 1AY 9E

PROTECTEC 8Y SOPYRICHT LAW
(TITLE 17, .3, COOE)

s
' RECAPITUIATION OF ADVANMCEMENTS
for the Period, iay 9, to 15, 1938, Inc.,
FEET PEZR MONTII
s e i PZRIOD TO DATE
Drifts 0 . 0
Crosscuts 0 0
Raises 0 0
Vinzes 0 0
Total: 0 0
STOPE PRERPARATION
Sub-Level Drifts 0 0
Stope Drifts o 26
Raises 12 15
Total: 12 4l
. PZRICD LCUTH TC DATE
TONS WASTE ¢S
DRITTS AD CROSSCUTS 0= -;'3 cU BROXEN = ‘70 CU
Broxen e} 83 0.82
Produced 0 83 0.87
RAISES AD VUTYZES
2rokan 39 1,20 59 1.06
Produced- 39 1.20 59 1.09
SIDESWIPES
Broken 0 0
Produced o} 0
STCPIS
Broken 1,118 1.36 3,529 1.09
Produced 1,272 0,99 3,407 0.99
TOTAL
Broken 1,157 1.36 3,671 1.08
Produced 1,311 0.99 3,549 1,00
\a"
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Nr. .o Re Walker, Pres.,

-y e e

PERICD - May 9, to 15, 1938, inclusive.

CONCENTRATION OPERATIONS

A record of the ball mill hours and all concentration operetions is here-
with given:

GRDDING TIME OF THE BALL MILLS

Total hours operated

PERIQOD 46,50 Total hours possible 192,00
MOMNTH Total hours operated 135,33 Total hours possible 768,00
Dry Tons hssay % Cu Ratio of Per Cent ILbs. Cu
DATE Milled Heads Tails Concts., Conctn. Recovery Produced
9 PILL DID MOT RUN THIS DAY - - - === == ==~-=-=-==~-=-~--°=°7
10 MITL DID NOT 0N TS DAY = = = = - - == - -~ - =- ===~ = =777
11 MIIL DID NOT RUN WHIS DAY - - - == =-=-~-=-=~-~-~-=--=~-"=~="="7"
12 ITIL DD NOT RN SIS DAY = = = = = - = ==~ - - = ===~ === 77
13 YL DID NOT R THIS DAY = = = = === - = -~ ==~ ~=-“~-=~-°~°~"
14 673 0.962 0.192 26,40 34,036 80,63 10,440
15 692 0,941 0,237 26,52 37.163 75.49 9,832
PERIOD 1,365 0.951 0.215 26.46 35.622 78.05 20,272
1,392 11ill Tonnage adjustment to compensate 2:> unaccountable 1lo08S.
LIONTI 3,603 0,946 0.209 27.37 36,878 78,49 53,488
3,675 ill Tonmnage adjustment to compensate 2% unaccountable losse.
Dry tons of concentrates produced the veriod 38,310
Dry tons of concentrates produced the month 97,700
REAGENT DATA
Tons Cre P’ounds Pounds Per Cost Per Cost Per
ZI'D Treated Gallons Total Ton of Ore Pound ~on of ore
Lime 1,365 2,300 1.68 . 0165 .0278
Pine 0il 1,365 43 335 .25 . 0769 0192
biinerec
Xenthate Z2-3 1,365 67 . 049 1305 . 0064
Xanthate Z-5 1,365 19 .014 «2718 . 0038
Sodium Sulphide 1,365 45 . 033 o 0448 « 0015
Grinding Bells 4" 1,365 1,750 1.28 .0290 L0371
Average grind 1,757 on, 48 mesh,
SERTT CARDEN TRUWAY
The tramway operated gatisfactorily during the period. A record of the
tonnage is given below:
Tram Buckets of Tons Tons Mo, Cars
Concts, Szizned Concts. Drv Back Freight Shipped
PERICD 0 0 1,8785 8
- ANT 4,6040
LONTE 0 0 A0

rOlLaL TN

‘" Sl = _‘U’_m <R3ITT OF /YOMING
¥ rerOCUSE OR DISTRIBUT
TS VATERIAL iAY BE ' ;
FROTECTED 5Y "GPYRIGHT LAW
(TITLE 17, U.S. CCOB)
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r. 423 3.10-37 2™ -
INTER-OEPARTMENTAL CORRESPONDENCE

InTERNATIONAL SMELTING & REFinine Company
MINING DEPARTMENT

818 Kearns Bumbine SaLt Lake Crity, Uran

SUBECT:  May 25, 1938
WALKER MINE

Mr. J. 0, Elton, Manager,
Off4ices.

Dear Sir:

Attached please find copies of report

covering operations at the Walker Mining Company for
the second period of May, 1938.

The high pound cost for the period, which
reflects a fairly substantial operating loss, was to
be expected on account of the seasonal run-off of water
whioh prevented mining any ore im the old workings.
In faot, due to lack of ore, the mill was not operated
May 9, 10, 11, 12 nor 13th, and only 19,575 pounds of
recoverable copper were produced. This oondition is
expected to continue until early in June, when the ore

in the extreme north end of the Piute -will be ready
for extraction.

In addition to the above handicaps, the
copper cost has been penalized about 3¢ per pound by
work on surface ditches, tailings dam, etc., to handle
the extraordinary amount of water draining from the
vicinity of the mine and camp. This work, however,
i3 most necessary and prevented much damage.

Yours _yery, Y,
i

John F. an.
JFD:H DEE/
Ene.
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Hay 2b, 19386

: e
| 3 DISTRIBUT
)enconda Copper Hining Gompany, TR Y GOPRIGHT LAW
25 Broadway, XHew York City. i

Doar iirie

Pericds ey 3th to Hay 15th, focl., 1938,
fneloned please £ind s copy of the report of operse

tiona at the Talker mine for the seocond reriod 1n Yay, together
eith 8 oopy of Mre Dugan's jetter of transmittal.

Tours very truly,

s/ence Je Ce Eltone

eg FLiCETIADIU
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ANACONDA COPPER MINING COMPANY

Butte,Montana

Geological Department
RENO H. SALES, Chief Geologist
M. H. GIDEL, Asst. Chief Geologist

New York, N. Y.
December 24, 1938.

Mr. Tom Lyon
820 Kearns Building
Jalt Lake City, Utah,

Pear Tom:

I have re-read your letter of December 8tk on pro-

posed Walker mine developments. Is it a fact that the 706 shaft
is down to the 1200 level? I had the impression that the 1100 was
the bottom. How far is the 1200 below the 10007

If the shaft is to the 1200 and there can be any
agsurance that the level will be pushed rapidly to the north, your
suggestion might be the best ons.

As you know, I hava.two things definitely in mind for
the Walker, one is the 900 drift north on the Piute, and the other
the determination of the behaviour of the north orebody below the

1000 where it now shows to the best adventage in 1017 drift. As

far as T am concerned, the important thing is speed but I want my
ideas to be whatever will Tit best with operating conditions.

Very truly yours,

§123—ca—o ¥§j%rt_2~=,o

RENO H. SALES

RHS: T
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Authorized, 12,000,000 shares, 850 each . . . . . .  $600,000,000
Issued, 8,919,086 shares, 850 each . . . . . . 445,954,300
OFFICERS
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To the Shareholders of
ANACONDA COPPER MINING COMPANY

DURIN G the year 1938, based upon data now available, the world consumption
of primary copper was 2,157,827 short tons, or 5.99, less than in the prior year. This
decrease was due to the unfavorable business conditions that prevailed in the United
States, where consumption of primary duty free copper declined to 415,132 tons, or
39.87%, less than in the year 1937. In foreign markets deliveries continued to increase,
a record apparent consumption of 1,742,695 short tons, or 8.6%, more than in 1937,
being indicated. The difference in the consumption of the foreign and domestic markets,
as compared with the year 1929, is evidenced by the fact that domestic consumption
decreased 51.6%, from the level of that year, while foreign consumption increased 57.5%,.

World production of primary blister copper totaled 2,150,984 tons, of which 578,076
tons were duty free and 1,572,908 tons were foreign. Production of duty free refined
copper was 571,388 tons, a decrease of 32.89, from 1937. Foreign production was
1,572,412 tons, or .79, higher than in 1937. World production amounted to 2,143,800
tons, a decrease of 11.19.

Stocks of duty free refined copper in the United States increased from 259,351
tons on January 1st to 369,809 tons on May 31st, but decreased to 289,755 tons on
December 31st, a net increase during the year of 30,404 tons. Foreign stocks decreased
from 211,844 tons at the beginning of the year to 167,413 tons at the end of the year,
a net decrease of 44,431 tons. World stocks decreased 14,027 tons.

Production of zinc in the United States declined 22.6%, compared with the prior
year to 456,523 tons, and consumption declined 30.59, to 395,252 tons. Stocks of zinc
on hand at the close of the year were 126,604 tons, an increase of 61,271 tons during
the year.

Prices of all non-ferrous metals declined in the early part of the year but subse-
quently recovered these losses and were higher at the close of the year with the exception
of zinc, which was adversely affected by the decrease in import duty provided for in
the Reciprocal Trade Agreement with Canada.

The domestic price of copper declined from 9.9¢ per pound at the beginning of the
year to a low of 8.775¢/ on May 19th, but advanced to 11.025¢ on October 14th and
was unchanged to the end of the year.

The price for domestic silver of approximately 6414¢ per ounce remained unchanged
during the year. On December 31, 1938 by Presidential Proclamation this price was
continued in effect to June 30, 1939, with the exception that instead of applying to
all silver mined to that date, it applies only to silver delivered to the mints on or before
June 30, 1939. The price of foreign silver, 44.75¢ per ounce in effect at the end of 1937
continued to March 28th, when on two successive days it decreased 1¢ per ounce, and
remained at 42.75¢ per ounce during the rest of the year.
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The U. S. Treasury price of $35.00 per ounce for gold was not changed during the
year.

The prices of the principal metals, as reported by the Engineering and Mining
Journal, were as follows:

Year
Jan. 3 High Low Dee. 31  Average
Corprer-Duty Free f.0.b. Refinery-perlb.. .. ..... 9.900¢ 11.025¢ 8.775¢ 11.025¢ 10.000¢
Coprer-Export f.0.b. Refinery-perlb............ 0475 11.125 7.850 10.150  9.695
Leap -New York-perlb...................... 4750 5.100 4.000 4.850 4.739
Zmve -St.Louis—perlb............ ... ... 5.000 5.050 4.000 4.500 4.610
SiLver ~New York (not covered by President’s
Proclamation)-peroz.................. 44750 44.750 42.750 42.750 43.225
FINANCIAL

The gross sales and earnings of the Company upon a consolidated basis (after
elimination of inter-company items) totaled $144,206,554.97, a decrease of $89,709,97 7.10
or 38.4%, compared with the prior year.

The cost of sales, including all operating expenses, development and maintenance
charges, repairs, administrative, selling and general expenses, and all taxes except
income and undistributed profits taxes, amounted to $115,449,517.66.

The income from OPerations Was............oveenreonnrnnsy $28,757,037.31
Other Income, including Dividends from non-consolidated sub-

SidiaTies, WaS. . ... vvvvcre e 855,233.54
Motal TNCOTIE WS . - .« o v vveveeeeananoneres s $29,612,270.85

Deductions from Income for Interest on Debentures and Serial
Notes $2,703,713.10, Expenses pertaining to Non-operating
units $3,617,185.52, United States and Foreign Income Taxes
$4,216,861.44, and Discount, etc., on Debentures retired
through Sinking Fund Operations 57 3,908.23, amounted to.  11,111,618.29

LeavingaBalance of ...........oooiuiiiiiie e $18,500,652.56
Provision for Depreciation and Obsolescence and for Depletion

of Coal Mines, Timber Lands and Phosphate Deposits was

$8,513,618.92, and Current Discount and Expenses on De-

bentures was $150,521.99, atotalof . ........ ...l 8,664,140.91
Net Income, without deduction for Depletion of Metal Mines,

T R e $ 9,836,511.656
Of which Minority Share amountedto...................c-- 293,897.04

Leaving Consolidated Net Income of s $ 9,542,614.61

The net income reflects sales of metals and manufactured products invoiced to
customers. Forward sales contracts are not reflected in the income account. Inventory
valuations were below market prices for the various metals and products at December
31, 1938.
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The funded debt of the Company and its subsidiaries was reduced during the year
by the retirement through the operation of the sinking fund, of $6,903,000 par value
of the 414% Debentures of the Company, and the payment of $4,000,000 of the serial

notes of Chile Exploration Company; a total reduction of $10,908,000; leaving the total
funded debt of the Company and its subsidiaries at December 31st, 1938, at $57,686,000.

Under the terms of the Indenture covering the 4149, Sinking Fund Debentures
of the Company, there will be paid into the sinking fund on August 15, 1939, approxi-
mately $2,780,000 in cash, or in lieu thereof, in whole or in part, debentures at cost.

All interest due or accrued on notes of Inspiration Consolidated Copper Company
at December 31, 1938, has been paid, and the principal amount was reduced by £600,000
during the year 1938, leaving a balance of $7,043,000.

Capital expenditures during the year amounted to $3,968,843.62, summarized as
follows:

Mines, Mining Claimsand Lands. . .........c..oomvennoenn $ 98,373.89

Buildings, Machinery and Equipment at the Mines, Smelting,
Refining and Manufacturing Plants of the Company and its

SUDSIAIATIES . « « « c e v e e eme e a e 3,701,322.26
Miscellaneous—Including acquisition of shares of stock of other
subsidiary companies. .. ... ... 169,147.47

Current assets at the close of the year amounted to $93,980,397.59 compared with
$99,859,662.11 at the close of the prior year, and current liabilities amounted to
$15,038,186.47 compared with $20,074,990.72.

C : The dividends declared and paid during the year on the capital stock of your
Company amounted to $4,337,169.00, or 50¢ per share.

There has been no change in the list of principal subsidiary companies included
in the consolidated report.

CORPORATE TRANSACTIONS

During 1938 the Company increased its ownership of the stock of subsidiary com-
panies as follows:

Owned by Company Dec. 31, 1938

Shares
Purchased Shares Percentage
Anaconda Wire and Cable Company. . . .. 3,200 285,022 67.54
Andes Copper Mining Company......... 10 3,502,462 97.77
Greene Cananea Copper Company....... 100 491,822 98.36
Mountain City Copper Company........ 700 1,462,934 61.69

The Company paid the balance of $350,000.00 due upon its subscription to shares
of National Tunnel & Mines Company.

The American Brass Company of Illinois, The American Brass Company of Ohio,
The American Brass Company of Pennsylvania and Waterbury Homes Corporation,
all subsidiaries of The American Brass Company, were dissolved during the year as no
longer necessary for the conduct of the Company’s business. -

5

MIN 000005170




OPERATIONS

Copper:

The total output of copper by the plants of the Company aggregated 805,532,333
pounds. The metallic copper production, after deduction of 25,922 pounds (of which
13,793 pounds were from Company mines) contained in by-product materials sold to
others, was 805,506,411 pounds obtained from the following sources: 135,443,510 pounds
were treated .on toll for the account of others; 36,391,076 pounds were produced from
purchased ores, concentrates and secondary metals; leaving a net production from the
mines of your Company and its consolidated subsidiary mining companies through
copper plant operations of 633,671,825 pounds (154,208,961 pounds domestic—479,462,864
pounds foreign), compared with 843,622,162 pounds (277,850,047 pounds domestic—
565,772,115 pounds foreign) in 1937, a decrease of 24.9%.

Total deliveries of copper from all sources including purchased copper for the year
in both the domestic and foreign markets amounted to 790,083,357 pounds.
Zinc:

Total zinc production was 172,242,137 pounds of which 137,157,985 pounds were
from purchased materials, toll zinc returnable 34,757,278 pounds, and 326,874 pounds
from the mines of the Company. Of total production 11,681,268 pounds were con-
tained in by-product materials sold to other companies; 4,137,238 pounds were in the
form of zinc dross, and 156,423,631 pounds were electrolytic zinc produced by the
plants of the Company. Deliveries of zinc (produced and purchased) including zine
delivered to the manufacturing and zinc oxide plants of the Company, amounted to
150,393,070 pounds.

Lead:

The total production of lead was 64,163,568 pounds. Of this amount 1,863,435
pounds were treated on toll for the account of others: 58,911,333 pounds were produced
from purchased ores, concentrates, etc., and 3,388,800 pounds from the mines of the
Company. Of the aggregate production 11,229,826 pounds were included in by-products
sold to other companies and 52,933,742 pounds were produced in metallic form by the
plants of the Company. Deliveries of lead during the year, including that used in the
manufacture of white lead, were 60,829,021 pounds.

Silver:

The Company produced 11,036,178 ounces of silver, of which 1,014,294 ounces
were treated on toll for account of others, 5,039,076 ounces were produced from pur-
chased ores and concentrates, and 4,982,808 ounces were produced from Company
ores. Of the above total 765,438 ounces were contained in by-product materials sold
to other companies.

Gold:

Gold production amounted to 151,670 ounces, of which 40,818 ounces were contained
in materials treated on toll for the account of others, 83,220 ounces came from pur-
chased materials, and 27,632 ounces from the mines of the Company. Of this amount
3,509 ounces were sold in the form of various by-product materials to other companies.
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Miscellaneous:

The principal miscellaneous products consisted of 68,883,318 feet of lumber:
40,702 tons treble-superphosphate and phosphoric acid; 4,850 tons arsenic; 591,326
pounds cadmium, including 65,355 pounds produced on toll; 58,096 pounds nickel sul-
phate; and 155,513 pounds copper sulphate.

Fabricating Plants:
The shipments of manufactured products from the plants of The American Brass

Company (including Toronto Plant) and Anaconda Wire and Cable Company amounted
to 450,384,131 pounds, a decrease of 39.5%, from the prior year.

Non-Consolidated Subsidiary Mining Companies:

The Mountain City Copper Company produced 13,065,832 pounds of recoverable
copper from ores and concentrates shipped. The Walker Mining Company produced
1,188,271 pounds of recoverable copper from concentrates shipped. Operation of these
properties was suspended at the end of May, but production was resumed on November
1st at approximately the same rate as that in effect during the first five months of the
year.

The National Tunnel & Mines Company produced from company and leasing
operations 378,649 pounds of copper, 3,089,774 pounds of lead, 1,110,026 pounds of
zine, 113,950 ounces of silver, and 4,416 ounces of gold.

SILESIAN-AMERICAN CORPORATION

The operations of Giesche Spolka Akcyjna, a subsidiary company of Silesian-
American Corporation in Poland, were conducted at a loss of 998,026.88 zlotys for the
fiscal year ended March 31, 1938. Exchange restrictions both in Poland and in
Germany remained in effect throughout the year.

The principal amount of bonds of Silesian-American Corporation outstanding at
the end of the year was reduced to $3,210,500.

EMPLOYEES

During the year 1938 the average number of employees of the Company and its
consolidated subsidiary companies was 36,302. Of these 21,168 were within the United
States, compared with 29,769 in 1937. The number of employees in the United States
averaged 24,468 in January, decreased to 18,000 in July, but increased to 23,948 in
December.

GROUP INSURANCE

The Group Insurance in force at the close of the year amounted to $39,060,780,
covering 25,036 employees.
The amount of insurance paid to beneficiaries during the year was 3502,950.
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NUMBER OF SHAREHOLDERS

The number of registered shareholders appearing on the transfer books of the
Company at December 31, 1938, was 107,917, compared with 107,596 at the beginning
of the year.

FINANCIAL STATEMENTS

There is attached hereto as a part of this report a Consolidated Balance Sheet
showing the financial condition of the Company and consolidated subsidiary companies
at the close of business December 31, 1938, together with a Consolidated Income
Account and a Consolidated Surplus Account for the year, certified by Messrs. Pogson,
Peloubet & Co., Certified Public Accountants.

By Order of the Board of Directors.

CORNELIUS F. KELLEY,
President.

New York, N. Y., March 25, 1939.

MIN 000005173




y

POGSON, PELOUBET & CO.

PERCY W. POGSON NEW YORK - 25 BROADWAY
MAURICE E. PELOUBET EL PASO, TEXAS - MILLS BLDG.
LEWIS M. NORTON

SIDNEY W. PELOUBET

HOWARD L. GUYETT

CABLE ADDRESS ''CERTIFIED’ NEW YORK

AGENTS

EUROPE - KEMP, CHATTERIS, NICHOLS, SENDELL & CO.
LONDON AND PARIS

EGYPT - HEWAT, BRIDSON & NEWBY
ALEXANDRIA AND CAIRO

To the Board of Directors,

Anaconda Copper Mining Company,
25 Broadway, New York, N. Y.

We have made an examination of the Consolidated Balance Sheet as of December 31st,
1938, of Anaconda Copper Mining Company and the other corporations whose accounts are
consolidated with its accounts as stated in Note A to the Consolidated Balance Sheet (which
other corporations are hereinafter referred to as consolidated subsidiaries) and of their Con-
solidated Income and Surplus Accounts for the calendar year 1938.

In connection with our audit we examined or tested the accounting records of Anaconda
Copper Mining Company and its consolidated subsidiaries together with other supporting
evidence and made a general review of the accounting methods and of the operating and income
accounts for the calendar year 1938, but we did not make a detailed audit of the transactions.

The practice of the Company and its subsidiaries in computing their net income or net
loss without deduction for depletion of metal mines is in accordance with accepted accounting
procedures in industries engaged in the mining of copper, zinc, lead, silver and gold, and is in
agreement with long established and consistently maintained accounting practices and pro- -
cedures of this Company and others similarly situated, and the Company 1s advised by counsel
that such procedure is in accordance with legal requirements.

Inventories of metals and products and supplies held in the Company’s plants and ware-
houses are based on physical inventories taken by the Company, with the exception of certain
warehouse stocks which are not significant in amount. Inventories of finished metals and
products, consigned or in transit, are based on reports and statements of consignees or respon-
sible third parties acting as the Company’s agents. We have examined the records, reviewed
the related procedure and tested the prices and computations and have received certificates
from Company officials as to quantities and condition of inventories but our examination did
not include physical tests of quantities.

In our opinion, based on our examination, such Balance Sheet, Income and Surplus
Accounts, together with the notes attached thereto or appearing thereon, fairly present, in
accordance with accepted accounting principles and procedures consistently maintained and
appropriately applied, the consolidated position of the Company and its consolidated subsidi-
aries as of December 31st, 1938 and the combined results of their operations for the calendar
year 1938.

POGSON, PELOUBET & CO.,
Certified Public Accountants.
New York, March 14th, 1939.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consolidated Balance Sheet—December 31st,

ASSETS

FIXED ASSETS:
Mines and mining claims, water rights and lands for metal producing and manu-
facturing plants—see note G
Coal mines, timber lands and phosphate deposits—see note G $ 9,539,419.05
Less reserve for depletion 2,193,014.42

Buildings and machinery at mines, reduction works, refineries, manufacturing
plants, sawills, foundries, waterworks and railroads (including railroad con-

cessions to the extent of $916,229.53)—see note G $291,625,265.15
Less reserve for depreciation 155,157,482.61
Patents. . ooecceecenrmeanraneneeen
Investments:
Securities of subsidiaries not consolidated—see notes CandF. e $ 15,853,381.57
Other security investments—see note F 16,186,749.03
Indebtedness of subsidiaries not consolidated—not current.......ooerroovoeccvcs 861,734.06

1938

$290,230,937.26

7,346,404.63 .

136,467,782.54
6,105.00

32,001,864.66 3466,953,004.09

DEFERRED CHARGES:
Stripping and development

Prepaid expenses
Deferred expenses
Discount and expense on debentures

CURRENT AND OTHER ASSETS:

Current assets:

Supplies on hand-—see note E $ 14,376,073.14
‘etals and manufactured products:
In process—see note D 7,005,586.41
Finished—see note D 46,686,537.76
Accounts and notes receivable—trade, less reserve. 7,298,298.96
Indebtedness of subsidiaries not consolidated—current 1,880,997.87
[ SL Y.} YOO, 16,732,903.45

QOther assets:

Instaliment house and land sales and other accounts receivable, lessreserve...... 8  898,804.30
Advances to sundry mining companies, including advances on ores, less reserve.. 139,023.73
Ores produced during development operations held for future treatment—see

note H. 1,286,996.62
Cupriferous material held for future treatment—see note H 3,047,005.32

Notes receivable of Inspiration Consolidated Copper Company secured by
First Mortgage Bonds of that company in the principal amount of $7,043,000
(being total amount of said bonds outstanding) 7.043,000.00

3 6,546,983.05

217,208.78
556,237.50 ;

1,589,045.90 8,909,470.23

$ 93,980,397.59

12,414,829.97 106,395,227.58

See explanatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1938

LIABILITIES

CAPITAL STOCK of Anaconda Copper Mining Company:
Authorized—12,000,000 shares of the par value of 350.00 each

Issued 8,919,086 shares $445,954,300.00
Held in treasury or through subsidiaries 244,748 shares 12,237,400.00
Outstanding 8,674,338 shares $433,716,900.00
CAPITAL STOCK AND SURPLUS of consolidated subsidiaries owned by minority interest...... 4,674,137.68

DEBENTURES AND NOTES OUTSTANDING:
Anaconda Copper Mining Company—424%, Sinking Fund Debentures due 1950—see note J.____..... $ 40,686,000.00 4

Chile Exploration Company—Serial Notes—payable to banks, $2,000,000, due December 10th,
1940 and 313,000,000, due December 10th, 1941, interest at 3% and 344% (guaranteed as to

both principal and interest by Anaconda Copper Mining Company) 15,000,000.08.  55,686,000.00
RESERVES:
For repairs, renewals and replacements.....ooooovooveorrciccenns 3 485,840.95
For workmen’s compensation insurance, ete 843,302.58

£75,000.00 1,604,143.53

For contingencies....

CURRENT LIABILITIES:

Chile Exploration Company—Serial N otes—payable to banks, due December 10th, 1939 (guar-

anteed as to both principal and interest by Anaconda Copper Mining Company)......ccoccoereccereems $ 2,000,000.00 e
Accounts payable—trade. 4,557,530.64
Wages payable 1,173,074.05
Accrued taxes 6,419,698.55
Accrued interest.. 490,712.66

Other accrued liabilities. 254,037.24
) 143,133.33 15,038,186.47

Other accounts payable

DEFERRED CREDITS TO INCOME . 230,147.39

SURPLUS. 71,308,276.81
$582,257,791.88

See explanatory notes, pages 13 and 14.
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ANACONDA CoPPER MINING COMPANY
and Subsidiary Companies

Consolidated Income Account—Year Ended December 31st, 1938

Gross Sales and Earnings.. ... $144,206,554.97

Cost of Sales—operating expenses, development, maintenance and repairs, administrative, selling and
general expenses and taxes except income taxes—sales to the extent of current production being
applied at cost on the basis of last-in, first-out (Metals delivered in 1938 from that portion of
metal inventories adjusted to market at December 31st, 1937 are reflected in Cost of Sales at such
market value, the difference between purchase cost and market, amounting to $653,888.10,

having been deducted from income in the Income Account of the year ended December 31st, 1937) 115,449,517.66
Income from operations of mining, smelting, refining and manufacturing plants, before deducting
depreciation and depletion $ 28,757,037.31
Other Income—Dividends from subsidiaries not consolidated 3 3,345.06
—0Other dividends and interest : 598,030.93
 MiSCEllAMEOUS IIMEOMIE. o oe.eeeeeeeecececrmeecareanmea s e rnamsens e ne oo eoscarm et s s oo o 251,857.55 855,233.54
. $ 29,612,270.85
Interest on debentures and serial notes $ 2,703,718.10
Expenses pertaining to non-operating units 3,617,135.52
United States and foreign income and excess profits taxes timated.. ..o 4,216,861.44
Discount and expense, and premium on debentures retired through sinking fund operations................. 573,908.28  11,111,618.29
X $ 18,500,652.56
Provision for depreciation and obsolescence. . $ 8,464,515.53
Provision for depletion of coal mines, timber lands and phosphate deposits (not including depletion
of metal mines).. 49,108.39
Current discount and expense on debentures. 150,521.99 8,664,140.91
Net Income, without deduction for depletion of metal mines.......o oo 8 9,836,511.65
Minority share of income. 293,897.04
Consolidated Net Income, without deduction for depletion of metal mines. $ 9,542,614.61

Consolidated Surplus Account—Year Ended December 31st, 1938

Surplus, December 31st, 1937 $ 66,547,913.27
Minority interest 445,082.07 $ 66,102,831.20

Consolidated Net Income, without deduction for depletion of metal mines 9,542,614.61

8 75,645,445.81

Dividends Nos. 121 and 122 4,337,169.00
Surplus, December 31st, 1938.... $ 71,812,401.91
Minority interest. .. ... 504,125.10
Consolidated Surplus, December 31st, 1938.. . $ 71,308,276.81
12
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 31st, 1938

NOTE A—PRINCIPLES APPLYING IN CONSOLIDATION

In order to present the status of the Company'’s interest in subsidiaries where the interest owned (directly or through other subsidiaries)
is 759, or more of the issued stock, the assets and liabilities of said subsidiaries, as they appear upon the books of said subsidiaries,
are distributed under appropriate headings on the Consolidated Balance Sheet, together with adjustments to property, plant and
equipment as described in Note G, except that four small subsidiaries more than 75% owned, the operations of which are not an
integral part of the operations of the consolidated group, are carried as investments in the Consolidated Balance Sheet. The
interest of minority stockholders of subsidiaries, the accounts of which are consolidated, is shown on the Consolidated Balance
Sheet. Accounts of subsidiaries in which the Company's interest is less than 75% of the issued stock are not consolidated and
the shares owned in these subsidiaries are carried as investments in the Consolidated Balance Sheet. The term “subsidiaries” is
intended to mean corporations in which a majority of the voting stock is owned directly by the Company or through other corpora-
tions in which the stock interest of the Company is more than 95%,.

NOTE B—BALANCES IN FOREIGN CURRENCIES

With the exception of properties in Canada the accounts of plants and properties located in foreign countries are carried in both United
States currency and local currency, United States currency being the standard for purposes of the Company’s financial statements.
As transactions are reflected in the accounts of these plants and properties at approximately the current rates of exchange at the
date of the transaction, the balances expressed in United States dollars reflect the balances in foreign currencies at the cost thereof.
Cash balances in foreign currencies amounted at December 31st, 1938 to $828,114.12.

Current assets and liabilities of the Toronto plant of Anaconda-American Brass, Ltd. are carried in Canadian currency and have been
included in this Consolidated Balance Sheet at the same dollar amounts in United States currency. If the net current assets of
Anaconda-American Brass, Ltd. had been converted into United States currency at the rates of exchange prevailing at December
31st, 1938, they would have been reduced in the amount of $3,753.40.

NOTE C—EQUITY OF COMPANY IN UNCONSOLIDATED SUBSIDIARIES

The equity of the Company in the assets of the principal unconsolidated subsidiaries (Anaconda Wire and Cable Company, Mountain
City Copper Company and Walker Mining Company) and the four unconsolidated subsidiaries referred to in Note A had decreased
at December 31st, 1938, to the extent of $119,316.82 since the dates of acquisition as the result of profits, losses, distributions and
surplus adjustments as shown by the books of said unconsolidated subsidiaries (without, in the case of mining companies, making
any provision for depletion of metal mines), but the cost of the shares of said subsidiaries owned by the Company as shown on the
Consolidated Balance Sheet has not been adjusted for such decrease.

NOTE D—INVENTORIES OF METALS AND MANUFACTURED PRODUCTS

The metallic contents of copper ores, concentrates, and cupriferous materials, and zinc and lead ores and concentrates, while in treatment
at reduction plants up to the production of blister copper, electrolytic copper, metallic zinc and lead bullion, are classified as metals
in process. Blister and electrolytic copper, metallic zinc, lead bullion, and other products and metals produced in connection
therewith or therefrom, including stock in works at fabricating plants, are classified as finished.

Inventory in process is calculated at cost which is below the equivalent of current market for metallic content of such inventories.

Finished metals and manufactured products on hand at December 31st, 1938 (except silver, gold and molybdenite, which are carried
at market quotations or less), have been computed on the last-in, first-out basis. Inventories are carried at December 31st, 1937
inventory valuations, except in the case of accumulations, which are valued at current costs. Inventory valuations determined in
accordance with the foregoing method were below market prices for the various metals and products at December 31st, 1938.

NOTE E—SUPPLIES ON HAND
Supplies on hand, including replacement parts as well as current supply items, are carried at cost.
NOTE F—INVESTMENTS—BASIS

Investments in securities of unconsolidated subsidiaries and other security investments are carried at cost or less, such cost being cash
cost, or in the case of securities issued in exchange for property transferred by the Company or a consolidated subsidiary, the cost
of such property to the consolidated group after deducting depreciation to date of transfer, and do not indicate current values.
Securities heretofore classified as marketable, carried at cost of $943,531.37 and which were currently quoted on certain stock
exchanges at December 31st, 1938 at $570,379.57, have been reclassified and included with other security investments as the
Company has no present intention of disposing of them, Other security investments include 333,000 shares of Inspiration Consoli-
dated Copper Company carried at $10,914,107.51.

NOTE G—PROPERTY, PLANT AND EQUIPMENT—BASIS OF VALUATION

(a) Property, Plant and Equipment of the Company are carried at cash cost or in the case of physical properties acquired for stock
of the Company at par value of such stock.

(b) Property, Plant and Equipment of consolidated subsidiaries {except as to mining properties of Andes Copper Mining Company
and Santiago Mining Company acquired by said companies respectively for shares of their capital stock, the basis for which
is described below) are carried at cost to the subsidiary, plus or minus, as the case may be, the difference, if any, between the
investment basis of the proportionate interest owned in the respective subsidiary (as set forth below) and a like proportionate
interest of the net assets of such subsidiary as shown by the books of such subsidiary at the time when its accounts were first
included in the Consolidated Balance Sheet of the Company and subsidiaries, to which is added cost of subsequent acquisitions.
Such investment basis is the cash cost to the consolidated group of the stock of the respective subsidiary owned by such group
or where such stock was acquired by the consolidated group for stock of the Company, the par value of the stock of the Com-
pany issued therefor. Mining properties of Andes Copper Mining Company and Santiago Mining Company acquired by
said companies respectively for shares of their capital stock, are included in the Consolidated Balance Sheet at the original
par value of the shares of those companies issued therefor (i. e., $25 per share), instead of the acquisition cost of such shares
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owned by the consolidated group. The total of the amounts credited to surplus of the Company and to consolidated surplus
on account of the difference between the par value of the above-mentioned shares of Andes Copper Mining Company and
Santiago Mining Company and cost thereof to the Company and its subsidiaries was $23,429,105.38.

(c) It has been the practice of the Company, consistently applied to its own properties and those of subsidiaries the stocks of which
have been acquired and the accounts of which are included in the Consolidated Balance Sheet to carry Property, Plant and
Equipment as described above. Pursuant to the requirements of the United States Treasury Department, valuations as of
March 1st, 1913 of mining properties then owned have been recorded on the books for the purpose of computing the amount
allowable as a deduction for ““depletion™ in arriving at taxable income under the Federal income tax laws, but these values
have not been included in the published accounts of the Company.

The Company has consistently followed the practice of not deducting in any of its published accounts, any amount for depletion oa
account of metals mined, and no such deduction is included in any of the financial statements submitted herewith.

Depletion based on cost has, in the case of timber, coal and phosphate lands, been deducted from income in the financial statements
submitted herewith and also from the cost basis shown in the Consolidated Balance Sheet.

(d) The values of Property, Plant and Equipment are shown on the bases above set forth and do not indicate current values which
could be established only by current appraisals.

NOTE H—ORES AND CUPRIFEROUS MATERIAL

Ores produced during development operations, held for future treatment, are carried at cost of extraction which is less than a conser-
vatively estimated realizable value.

Cupriferous material held for future treatment is carried at a valuation which was assigned to a part thereof by United States Treasury
Department for income tax purposes, such valuation being less than the value of the recoverable metals contained therein at current
metal prices after deducting treatment costs, both as estimated by metallurgists of the Company.

NOTE I—SURPLUS

Included in Consolidated Surplus are: (a) a credit of $23,429,105.38 referred to in Note G above, (b) a credit of $20,816,158.49, being
the excess of the proceeds of the issue of 3,109,598.54 shares of stock of Company over the par value thereof and (c) a charge of
$11,907,498.50, being discount and expense on issuance, and premium on redemption of bonds, redeemed through funds obtained
by issuance of stock above referred to. See paragraph (c) of Note G as to practice regarding depletion.

NOTE J—SINKING FUND REQUIREMENTS

Under the sinking fund provisions of the indenture providing for the issue of the 424% Sinking Fund Debentures of Anaconda Copper
Mining Company, due 1950, the Company will be obligated on August 15th, 1939 and on August 15th of each year thereafter, to
and including August 15th, 1949, unless the debentures are sooner redeemed, to pay to the Trustee under the indenture, for the
purposes of the sinking fund for the retirement of debentures, an amount equal to 81,000,000 plus 209, of the consolidated net
income of the Company (as defined in the indenture) for the period of twelve months ended on the next preceding December 31st,
or in lieu of such payment, the Company may deliver to the Trustee under the indenture debentures to be received by the Trustee
under the indenture in lieu of an amount of cash equal to the purchase price of such debentures paid by the Company in the
acquisition thereof. The Company has made all payments required under the indenture and has satisfied all other requirements
from the date of issue to December 31st, 1938. The amount of the payment which the Company will be obligated to make to the
Trustee under the said indenture on August 15th, 1939 will be approximately $2,780,000.00.

NOTE K—FEDERAL INCOME TAXES

Federal income taxes for the taxable years up to and including that ended December 31st, 1933 have been determined by the United
States Treasury Department and any amounts due thereunder have been paid. Negotiations are now pending with the United
States Treasury Department for settlement of asserted Federal income and excess profits tax deficiencies for subsequent years.
The amount payable can not be stated until a settlement is concluded and no provision has been made for such taxes in the
accounts for the year 1938,

NOTE L—CONTINGENT LIABILITIES

Contingent liabilities existed at December 31st, 1938 (a) for acceptances covering foreign sales of copper discounted in the ordinary
course of business at various banks, on the greater part of which payment has subsequently been received, and (b) for exchange
commitments most of which have been liquidated.

The City of Jersey City, New Jersey, is attempting to impose taxes on the intangible personal property of certain consolidated sub-
sidiaries having their principal corporate offices in Jersey City. A liability may exist in respect to such taxes, the amount of which,
if any, can not be determined at this time and for which no provision has been made.

So far as is known there are no other contingent liabilities of material amount. All known Labilities are provided for in the Balance
Sheet. ’

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 1938

Sales of metals and manufactured products are included in income as billed and delivered to customers. Undelivered sales contracts
and purchase commitments are not given effect to in the Income Account.

Intercompany sales and intercompany profits where these latter are material have been eliminated in the Consolidated Income
Account.

In the year 1938, of the combined net loss (without, in the case of mining companies, making any provision for depletion of metal
mines) of the principal unconsolidated subsidiaries (Anaconda Wire and Cable Company, Mountain City Copper Company and Walker
Mining Company) and the four small unconsolidated subsidiaries referred to in' Note A, there was attributable to the Company
$98,187.28. There was paid to the Company the amount of $5,345.06 in dividends by one of the four small unconsolidated subsidiaries.
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STATEMENT 1938

Walker Mining Company

PLUMAS COUNTY, CALIFORNIA
P. O. WALKERMINE, CALIFORNIA

OPERATING OFFICE
KEARNS BUILDING, SALT LAKE CITY, UTAH

es 0
(Incorporated under the Laws of the State of Arizona)

L 2K 2K J

CAPITAL STOCK

COMMON—Anthorized - - - 1,750,000 shares at $1.00 per share
lssued - - - - - 1,749,308 shares at $1.00 per share

soe 0
Directors
J. R. WALKER E. L. MAY J. O. ELTON J. B. WHITEHILL
B. R. HOWELL J. F. DUGAN GEORGE E. BAGLIN
Officers

J. R. WALKER, President
J. O. ELTON, Vice-President
J. B. WHITEHILL, Secretary-Treasurer

Transfer Agents

J. W. ALLEN, Transfer Agent, 25 Broadway, New York City, N. Y.
ROM WARBURTON, Transfer Agent, 820 Kearns Building, Salt Lake City, Utah.

Anngal Meeting: May 2and, 1939, at 3 P. M. in Phoenix, Arizona,
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" To the Stockholders of

Walker Mining Company:

Your property was on a curtailed basis from January lst to May 31st, 1938; from
June lst to October 31st. inclusive, on a shutdown basis; and from November lst to
December 31st on an operating basis.

Development work was carried on during only three and one-balf months of the
vear, of which one and one-balf months was on a restricted basis, Despite this limited
amouat of work, however, more ore was developed than was produced. Major explora-
tion projects started-during the year were the deeper exploration of the North and Central
ore bodies on the 1200 level. and the exploration of the area north of the Piute ore
body on the 900 level.

The total advance for all classes of drifts. crosscuts, raises, etc.. for the year was
1,924 feet. of which 1,171 feet of work was necessary in order to block out stoping
ore which had been previously developed.

There were no major expenditures for equipment or construction during the year.

Ore broken during the year 75,160 wet tons

The mill operated on a curtailed bagis 155 days, treating an average of 431 dry tons
per working day. ,

Ore Milled 66.822 dry tons
Concentrates Prodoced 2,516 dry tons

There were delivered to the smelter 2,463 dry tons of concentrates and lime gcale,
with net recoverable conteat of 1,188,271 pounds of copper, 44,273 ounces of silver
and 2,029 ounces of goid. :

The entire production of silver and gold was sold. Sales of copper amounted to
878.742 pounds at an average price of 9.7678¢ per pound, leaving 2.278,388 pounds
on hand and unsold at the end of the year.

The year's operation, under adverse economic conditions with beavy shutdowa and
starting-up expenses, resulted in a loss of $88,338.42, after all charges except depletion.

The phbysical condition of the mine and mill is excelleac, and the resules of 1939
operations depend entirely on the demand for copper.

The financial statements of your Company for the year ¢iding December 31, 1938,
are herewith submitted for your information.
Respecttfally,
. J. R. WALKER,
Presideat.
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Walker Mining Company

BALANCE SHEET — DECEMBER 31st, 1938

ASSETS

FIXED ASSETS—See Note A:
Mines, mining claims and

development _ __ $1.324,527.71
Plant and equipment at mine,

mill. camp and shops and

aerial tramway —--$1,642,396.56
Less reserve for depreciation._.  994,764.20 647,632.36

INSURANCE FUND DEPOSIT (securities at cost)
EXPENSES PREPAID

CURRENT ASSETS:
Supplies on band—at cost 169,208.95

——
Ores and coacentrates on band—at cose _______ 209,738.98
Copper on hand-—at markete—gee note B___ 229,042.61
Accounts receivable 5.298.86
Cash 8,.660.24

$1.972,160.07

31.837.50
1,305.72

621,949.64

) LIABILITIES
CAPITAL STOCK:

Authorized—1,750,000 shares of the par value
of $1.00 each Issued and outstanding —.

1,749,308 shares
CURRENT LIABILITIES:

e’c:omm pg:blo—tndc f%%{;}

ages paya . .
Accrnedpa taxes 6.012.47
Freight and refining 3.818.55
Indebtedness to International Smelting and

ining  Company 397,157.5% .

RESERVE FOR WORKMEN'S COMPENSATION
INSURANCE

SURPLUS:
Surplas December 31st, 1937 ——— 483,828.77
Net loss of the year 1938, without
deduction for depletion : 88,338.42

$2,627.252.93
e

$1,749,308.00

447.266.14

35.188.44

395.490.35

$2,627,.252.93
R

INCOME ACCOUNT — YEAR ENDED DECEMBER 31, 1938

(See Note B)

Sales of metals and concentrates ——— e
Cost of Sales:
Copper.on hand at December e, 1937—
at market—see note B S 194,917.04
Production cost including expenses during sus-
peusion of sad incident to resumption of
Operations :

266,720.88

461,637.92
Les copper on hand at December 31st, 1938—
at market when produced—-see note B __ 229,042.61

S 158,394.19

232,595.31

Operating” loss, before deducting depreciation and

etion
Interest paid to Internationa] Smelting and
Refining Compaany 8,225.79
Other interest received—net 759.90

74.201.12

7.465.89

Depreciation and obsolescence

Net loss, without deduction for depletion

See explanatory notes on following page.

81.667.01
6,.671.41

————————
$ 8833842
T
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Walker Mining Company

NOTES TO FINANCIAL STATEMENTS
NOTE A—FIXED ASSETS—BASIS OF VALUATION

Mines, mining claims. development and plant and equipment at mine, mill, camp
and shops and aerial tramway of Walker Mining Company are carried on its books at
cost, such cost being represented in the case of mincs and mining claims to the extent of
$1.250.000.00 by par value of capital stock issued therefor and in the case of ail other
fixed assets by cash cost thereof.

Depreciation has been written off on a unit of production basis.

In order to comply with the Government income tax requirements for the purpose
of computing depletion additional entries respecting the valuation of the mining property
have been recorded upon the books of the Company: but being made in compliance with
the Regulations of the Bureau of Internal Revenue only the result of such entries is
omitted from the current statements.

The values of Fixed Assets are shown on the basis above set forth and do not
indicate current values which could be established only by current appraisala.

NOTE B—COPPER ON HAND

Copper on hand is carried at market when produced, which is below cost. Subse-
quent to November lst, 1937, the Company was practically on a2 shut-down basia,
sufficient work to keep the mine in condition and certain development work having
been done. Concentrates: produced under these conditions have been sold to International
Smdting and Refining Company and included in the item “Sales of metals and concen-

trates.”  As of November 1st, 1938, operations were resnmed and the production of the.

Comﬁufly subsequent to that date has been treated on a toll basis by International Smelting
and Refi . C e R

S

ining Company. .

—_— R
To the Board of Directors,
Walker Mining Company,
Salt Lake City, Utah,

We have made an examination of the Balance Sheet as of December 31st, 1938,

of the Walker Mining Company and of its Income and Surplus Accounts for the
calendar year 1938.

In connection with our audit we examined or tested the accounting records of the
Walker Mining Company, together with other supporting evidence and made a general
review of the accounting methods and of the operating and income accounts for the
calendar year 1938, but we did not make a detailed audit of the transactions.

The practice of the Company in computing its net income without deduction for
depletion of metal mines is in accordance with accepted accounting procedures in industries
engaged in the mining of copper, silver and gold and is in agreement with the accounting
practices and procedures consistently maintained by this Company and others similarly
situated, and the Company is advised by counsel that such procedures is in accordance
with legal requirements.

In our opinion. based on our examination. such Balance Sheet, Income and Surplus
Accounts, together with the notes attached thereto or appearing thereon, fairly present,
in accordance with accepted accounting priaciples and procedures consistently maintained
and appropriately applied by the Company, the pasition of the Company at December
31st. 1938, and the results of its operations for the calendar year 1938.

POGSON, PELOUBET & CO.,

Certified Public Accountaats.
New York, March 14th, 1939,
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