


k Anaconda Copper Mining Company

; CAPITAL 5TOCK
December 31, 1935

o Authorized, 12,000,000shares, $30each . . . . . .  $600,000,000
) Issued, 8,919,086 shares, $50eack . . . . . . 445,954,300
OFFICERS
President . . . . . . . . . . CorNeLws F. KetLey
Vice-President . . . . . . . . . Jades R. Hossixs
Vice-Presidentand Treasurer. . . . . RoBERT E. DwvEr
Secretory and Assistant Treasurer . . . Davip B. HENNEssY
General Auditor . . . . . .. Jaues DicgsoNn
Assisiant Secretary . . . . . . . KEeENNETE B, Frazer
uhyw
w DIRECTORS
o
“ ANDREW J. MILLER CosneLius F. KELLEY
GraysoN M.-P. Murery Joax A. Coz
Janzs R. Hoesins Rosert E. Dwyer
WiLLiax D, TEORNTON Heruax C. BELLINGER
OFFICES

ANACONDA, MONTANA
BurTe, MONTANA
25 Broapway, NEw Yorx

PNYC 00010062




To the Shareholders of
Anaconda Copper Mining Company:

The consumption of non-ferrous metals during 1995 was substantially greater than in
the prior vear. Consumption of copper in the foreign markers established an all- “rime
record. In the domescsc market copper-consumption improved, materiaily over the preceding
vear; nevertheless. it remained abrormally low compared; with either the high year of 1929
or the average consumption for thefive vears immediately preceding 1929.

During the first haif of the vear, although. deliveries af <opper.in the domestic marker
were maintained at a normal ratip 1o consumptzon buvmg practicall v 'ceased :during May
and the first part of Junedue to thel incersainty that attended the continuance of the
National Industrial Recovery Act, and :he price of copper in thig: marker 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 adv: anced until at the close of the vear
it was 9.023¢ per pound; flo.b. refirery.

At the beginning of the year it became evident that there was an over-production of
copper outside the United States for fmexgn markets and. foreign. production was curtailed.
As a result, the stocks of réﬁned copper abroad whxch had, increased during the first half
of the year, were zhereaf:er materially: reduced The forexgn price of .copper, declined to
the equivalent of 6.13¢ a pound in February. thereafter ‘it advanced and reached the
equivalent of 8.73¢ in Octcaber and at the end of the year was quoted at the equivalent
of 8.373¢ {.0.b. refinery.

The World smelter production of primary copper during the year was 1,575,838 tons, an
increase of 16.7% over production of the'prior year. Of this total 372,738 tosis were domestic
duty-free copper and 1,203/100 tons were foreign. Refined primary copper. production
totalfed 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 19.6% 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 39.0%  =r
1934, Foreign consumption in 1935 increased 11.3% over the prior year and was the
highest on record, while coasumption 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 463,600
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t604; 4n {Acrease of 5219 T , 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 71.114 per ounce under
proclamation by. the Presidens of the Uhited States on April10th and agdin to 77.37¢ per
ounce on April Jith, and closed. the yedr at that tigure. Gold remained at $35.00 per
ounce. throughout theé vear. The price of foreign sxl»er, which reached a high of 81¢ per
ounce-in April, 1933, declined sharply during the latter half ‘of the vear, and closed the
yearat 49.75¢ periouniqe. The prices for non-ferrous metals averaged for che year somewhar
hxgher than the aVerages that prevailed during the pnor year.

Prxces of tha pnnmpal metals were reported by Engmeering & Mining Journal as follows:

Jan. 2 High Low Dec. 31 Average
Copper--Ducy Free {.0.b, Refinery~—Cents per ib....... 8.775 9.025 1775 9.025 8.649
* —=Export fioib: Reﬁnery——Cents per | 8.700° 8:7%0: 6.150 8.373 7.538

3,700 4.600 3.300 4:300 4.065i
3728 850 3.700 4350 +.328

Lead —New Y ork——Cents perib...
Zine . ~~St. Louis—Cetits perlb. ..

Silver —~New York (\ot covered by !
Proc Cents per oL 53.000 81,000 49,750 45.750 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 454% 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 9834% 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: (a) $1,000,000 plus (b) twenty percént.(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 get income as published in the annual report of the Company for the respective
twelvesmonths period, subject to certain adjustrhents 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 maximim 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, 1948.
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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 {;c of 1934
and the 444% Sinking Fund Debedtures were similarly registered or the ‘\;e‘ww\[ork Si:ock'
Exchange:

Following steps begun in 1934 t0 simplify the corporate structure of the Company,
the asséts and business of six minor 100% owned subsidiaries were transferred in 1935 to
yvour Company, or other 1009, 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 wis below the minimum: provisions of the contrace wich that co‘mpamé‘ andasd a
part consideration. the facilities of the Elecrric Light' Department: which s;iippii“ed electric
lightand power tothe Cityiof dnaconda, Montaina, were transférred to the Power ‘to?nb,ény.

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
vear. The cost of sales, including all operating eéxpenses, development and maintenance
charges, repairs, administ-radve, selling and 'general expenses, and all taxes except
income taxes, amounted to $100.266,618.82, cdmpa:ed with $82,053,027.58 for the previous
year, resulting in .an operatirig incomne 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) $1,957,992:16; and loss on bonds retired $47,045.11;: 2
total .of $8.453,408.02, the balance was $19,969,916.72. Provision for depreciation and
obsolescence aad for depletion of timber, coal and phosphate lands was $8.390,015.79, and
the discount on bouds 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 vear. The,

consolidated net income after deducting minority share of $133,639.5Z, was $11,180,087.43.

Additional Federal income taxeg for prior years plus charge-offs on dissolution of sub-
sidiary companies, less a credit on dccount 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 4}4% Sinking Fund Debentures
materially improved the consolidated current position of the Company and its subsidiaries
as set forth in the consolidated balance sheet ar December 31, 1935. Cash on hand at the
close of the year 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
$67,856,820.28 for the prior year. Current liabilities were $10,016,210.18, compared with
current Habilities of $67,645,362.01, including notes'payable to banks, at the end of 1934.
The improvement in the net current pesition was $66,360,661.52.
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Theré wate Suithased and fetired durmg the vear. or held in the treasury at the close
of the year §1.232,000 par value of Twenty Year 35, Debentures of Chile Copper Company
and $108.000 par value of First Mortgage 3 Sinking. Fund Bonds of Butte, Anacenda &
Pacific Railway Company, a tosal of 31,360, 000.

The iniprovement 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 subsidiarv companies totailed
$67.720.661.32. Of this amount $82,325.000 is attributable to the proceeds of. the
debentures and the balance, §15.193.661,32, is accotnted for principally by earnings for the
vear plus depreciation charge in excess of expenditurés for plant.

Further advances were made o the Inspiration Consolidated Copper Company on its
promissory notes secured by First. \Iongage Bonds of that tompany, making its total
liability on notes to this Company as ofithe i c‘ ose.of ‘the yedr $7.643.000; on which interest
accrued as of that date ‘amounted: ro. 5557 r3 08, The Inspxranon Company tesuned
operations on a curtailed basis during the | j:ter part of the vear.

Capital expenditures during the vear amounted to $2.165,432.91, summarized as
follows:

Mines. Mining Claims, and Lands, : $63,628 41
Buildings, Machinery and Equxpment atthe plan:s of the

Company and itssubsidiaries.. 1,984,024.51
Acquisition of shares of stock of subsidiary compames ...... 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 cunces 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 33,776,871 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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4hld é6ncentrates dnd leased mines. Deliveries of zinc amounted to 197.143.190 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 id ziae cesidues and dross sold to
other compaiiies amounred t0.1.318.274 pounds of zine, 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 ami Refining

The Copper Smelting Plant at Tooele, Utah, of Imemacaonai Smelting and Refining
Company resunied operations in Qctober. 1933, on-otes received from the Mountain City
Copper Companv and coricentrates received from the Walkér Mining-Company, subsidiary
conipanies of the Incernational Smeiring and Renmng Company.

The Copper Smelring Plant of the Internarional Company at Miami, Arizona, operated
intermicrently; and. ity Lead bmettmg Plant at Tooele, Utah, and Lead Rehnery ar East
Chicago, Indiana. operated ona curtailed basis throughout the year.

Operatjons at the Raritan Copper Works division at Perth Amboy, New Jersey, were
at somewhat higher leveisithan in the prior'vear, The facrhtzes forthe treatment of secon-
dary terals and by-produgt metals at that plant operared thrdughout the year.

The custom.smelting and reﬁmng operations, other than zine. 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 (mcludmg 2,127,392 pounds of Tead from own mines), 2,826, 513

ounces of silver, 63,974 oupces of gold, and certain by-product metals and marerials. The
foregoling production inclydes production from ores and concentrates received from the
Walker and' Mounrain:City Companies. . In addition production from materials treated on
toll was 76,679,238 pounds of copper,. 2,520,776 pounds of lead, 2.600,303 ounces of silver
and 6,132 otrices of gold. - Deliveries of lead during the year were 68, 808 6635 pounds, includ-
ing :the lead used in the manufacture of white léad at East Chicago, Indxana, 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 Tocele 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 approxxma:ely 176 acres of
patented agricultural lands which carry mineral rights. The property is equipped with
adequate structures and machmery for mining ore and carrving on Jevelopment work.
Shipments are made by truck from: the mine to existing railroad ‘faci ties, and thence by
railroad to the Tooele Copper Plant; A concentrator for the treatmert of lower grade ores
than are now being shipped, is.now being constructed at the mine.

b
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The International Smelting and Refining Company, a 1009, owned subsidiary of Ana-
conda owns 50.429% and 61.43% respectively of the stock of the Walker and Mountain City
Companies..

Fabricating Plants
The shipmeats of manufactured products of The American Brass Company, {(including

Toronto Plant), and of the Apaconda Wire and Cable Company totalled 531,102,747 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 suiphate.

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 waa 89,457,039 pounds of zinc, 28,185,811 pounds of lead, 1,693,956
metric tons of coal, 42,453 metric tons 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 heretoas a past of this report a Consolidated Balance Sheet showing
the financial condirion of the Company and sybsidiary companies. at the closé of bisiness
December 31, 1933, together with a Consolidated. income Account: and a‘Consglidated
Surplus Account for the year, certified to by Messrs. Pogsorn, Peloubet & Company, Certified
Public Accounrants. '

B

By Order of the Board of Directors.

CORNELIUS F., KELLEY,
President.

New York, N. Y., March 21. 1936.
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ANACONDA COPPER MINING COMPANY

and Subsidiary Companies

Consclidated Balance Sheet—December 31st, 1935

ASSETS
Fr‘(ED ASSETS:

Z ciaims, vater rights and ‘ands for metal producr*g and
12 p1ants—see n0te Giaon.... “

r lands. phosphate deposns ard day xELFd:—SEe note G 9.629.328.09

$290.925.572.17

reserve Iordepletion 1.870.911.20 7.638.418.19
Buudh gs a.nd machizery at mines, reduction warks, rerfineries, manufac-
rz plants, sawmils. foundries; warerworks. steamships and raiiroads
raileoadiconcessiots to the axtent of $988.719.88)—se¢ dote G $285.398.333.24
fservE of depreciation, 136:497.330.68 118.900.982.36
Patents. 6,105.00
Investments:
Sedurities of subsidiaries noc consolidated-—see notesC and F ... § 13,444.559.89.
Otbier'security investments—see note ¥. 13.525.853.01
Indebtedriess of subsidiaries not consolidated—not current.. 744129.03 © 29.714.341.93 B477.206,617.35 -
DEFERRED CHARCES:
Stripping and development § 7.729,643.81
Prepii 267.047.20
Defi 408,131.98
Discount and expense on bond: 5.064.495.86  13,469,318.63
CURRENT AND OTHER ASSETS:
Current sssets:
Suipplies on hand—see note E $ 12.289,332.82
Metals and manufactured products:
1n. process—see note D. 5.549,924.97
Finistied-~see note D.. 30,684.213.20
Accounts and notes receivable—trade, less reserve.. .. 8,489.376.26
Indebtedness of subsidiaries not consolidated—current. 296,352.07
Marketable securities—at cost (market value $816,659.28) . emmroccrnes 1.410,008.19
Cash 17.869.122.46  76,588,329.97
Other assets;

Inistailment. house and land sales and other accounts receivable, less
$ 1.049,697.31

reserve,
Advances to sundry mining companies. including advances of ores. less
tesarve. 290,076.33
Ores produced during dev period not being currently treated
during period of custailed operatic note H. 1.390,647.92
3.336,346.76

Cupriferois material held for future treatment—see note Lo
Nbtes receivable of Inspiration Consolidated Copper Co. and interest
dcerued thereon secured by First Mortgage Bonds of that company

ify the principal amount of $7,643,000 (being total amount of said
8.200.873.08

14,267.641.40  90.885,971.37

bonds issued}

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:
Authorzed —12.000.000 shares of the par value of 330.00 each
Lssued o e e coe e 3.919.086 shares $443,033.200.00

Heidin treasury or through subsiciaries... ... )

Outstanding....
CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest..., £.367,154.73
BONDS QUTSTANDING:
Anaconda Copper Mining Company 412 Sinking Fund Debentures due 1950-—sse note ] $33,000,000.00
Chile Copper Co. Twenty-year 5% Gold Debentures due 1947-~see note J.....ooioooocooeens 26,374,000.00
Butte. Anaconda & Pacific Railway Co. First Mortgage 3 Sinking Fund
Gold Bonds, due 1944 (guaranteed as to both principal and interest by
Anaconda Copper Mining Company)—s2e 00t J.o.oociveiiecnnnnn $1.588.000.00.
Less held in treasury. 85.000.00 1.503.000.00  83.077,000.00
RESERVES:
For repair, re is and repl s §  390,800.83
For workmen's compensation insurance, etc 532.391.29
For contingenci 2735.000.00

For deferred payment under power contract in connection with curtailment of operations:.... 450,000.00 1.648.191.22

CURRENT LIABILITIES:

Accounts payable—trade. $ 5.008,913.46

Wages payable 720,720.89

Accrued taxes. . 2,590,877.79

Accrued interest. 1,323,745.86

Othier accrued liabilities 193,597.89
Other accounts payab 17835429 10,016.210.18
DEFERRED CREDITS TO INCOME 242,490.20
SURPLUS. : 48,163.630.34
$581.531.907.37

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 Earning 3127.678.576.68

Cost of Sales—operating expenses, development. maintenance and repairs. administrative,
sellirig and general expensesand takes except incomme taxes—sales to the extent of current,

produdtion being applied at current cost.... 100.266.518 32
Incotge from Qpex;a:ions of mining; smelting, refining and manufacturing plant&....cccmuerncce.n m
Other Income—Interest and dividends—see note E. § 8341183

—Miscells income. . 248724.29
~~Profit on salé of mpital;asets._... 128.497. 7 1,011.266.38
Total Income. . ; . $ 28.,423.324.7%
Intersst'on bonids and current obligations. S 4.044,434.87
Expenses: pertaining to non-operating units . 2,403.935.88
United States and Foreign Income Taxes- imated 1.957.992.16
Loss on bonds retired . 704511 8.453,108.02
$ 19.969.916.72
Provision for depreciation and obsol $ 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) 70.338.12
Discount and experise on bonds 266.173.96  8.656,189.75
Net Income without deduction for depletion of metal minea. ' $ 11.313.726.97
Minority share of income. 133.639.52
C lidated Net Income. $ 11.180.087.45

See explanatory notes, page 14.
Consolidated Surplus Account—Year Ended December 31at; 1935

Surplus, December 31st, 1934 $37,248.060.14
Minority laterest (deficit). 4.003.44 37.252,063.38
Consolidated Net Income, without deduction for depletion of metal mines. e eieenee 11,180.087.45
$ 48,432,151.03
Deduct:
Additional Federal incotne taxes for years 1926, 1928 and 1929, lesa refund, and interest
accrued therson, $§ 496,196.63
Patent riglits and expenses in connection therewith of a wholly owned subsidiary written
off on dissclutioa of 97,736.68
$ 59393331

Less adjustrment of reserve for deferred payment under pOWer COBIIACE —wm e oo 325.433.12 268,500.18

Surplus, December 31st, 193§....... $48,235,924.09
Minocity Interest (surplus) 7227325
Consolidated Surplus, December 31st, 1935 $ 48:163.650.84
; ———
12
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 3tst, 1933
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(b e xekeds

i
) AT AN mmm Vald
adicr at: Bt e

parie as well as curreat supply items. are carried at cost.

JASIS:

srsdliddced subsidiaries and other sécurity investments are carried at cost of lem. such coet being cash cost, or:
.in :n:haue far -peaperty (ransderred By the Company or 4 consolidated subsidiary, the coet of such proderty to the
ucting desreciation to dace of Lransfer. aad do not iodicate curreat values, Other security iavestments iaciude shares of
o \Capper Cumpa.ny casried at' $10,914,107.58,

IND EQUIPMENT—-BASIS OF VALUATION

ne Company are carried 4t cash'coet or i the case of physicul propertiss acquired for seock of the Company ac
(b) Propery i i i {the of which are included in thi Balace Sheet) are carried it the difsreace

6&::16( Lhe r-o-:v.w« subsidiaty ;: mfonh below, and (2) ul neL aswets (other than propesty. plant and equipmens)
were first included ia tbe Conaclidated Balance Shert of the Company aad ewbsdiaries. (o vr.lc'x

v was 3cquired by the group for :urL of where the same was acquired by the consolidated gro p
e of Lhe stock 6f the Compeny, ucepa. o Dropertiea of Andes Cnop« Mining Compaay and Santago
<ompanies ruotwvdv £5r snares Of Lheif clouw Rock, which' propesties are incicded ;o the Conscidated
Pas.iralpe of the shares'of those companies isued therefor (ie., 825 pet ahiarel, amouating (o the case of &rdﬂ
and iz the case of Sentiago Mining Com: 10 70,588 shares. Of xaid stock of Aades C
036 shizes were acquired by the Company tubsidizrien at lewt LB2q the oriqinal par value zne-al
g 431 ahares were dcquired (ic 1930) by the. Compeay &2 la- than the originai par value thereos.
rior to theit acquintion by thie Company were carried in the consolidated finandial statem
date when Sadtisgc Miziag éammy mﬁmmciudd in cuduuumenu Upen the acquist:
ba diffe auumsu«ba Lhe par swaiue thereof and the con of such shares 10 the Comoa
tedisurplus. The total asioint creditad Lo consolidatad surplus oa account of the, diference
of Andes Conper Mising Company 1ad Sentiago Mising Company aad cost Lthereot 13 :3¢

wently 1vo!nd o its own i thooe of : the rtocks of which have beea a

as of M.
é ¢ amount allowzble ad a deduction for " deol-etwq in arriviog ak wsable indome uades
inciuded in the published accouncs of she Comtpeny.
the pﬁmet of not dedu.cl.nu any amauni for dedletion on acrount of metals mined in 2oy of ite puslied
included in any of the Anancal statements submistied hervwity,
e case of timber, ceal. tiay and ohu%hate landy. bees deducted front incosme in the Azaccial satements subm.ciad
[Seia ahown iz the Conaolidated Sheet.

the ve 9&0? oa the bocks =t T e
ubsidiaresaa o(m< mume mlm:t LEONS O] were acquired by the Company was dedo
i ed B: gt‘): nm‘ not m;luged ia depréciation ¢
tegaing Mmkdz;ed Buuet Shee includes such aceum on in the depreciation reserve.
ich such fized dseeca Are casried. zor does it afect consolidaved-surplus, of aoy item owder tag
e resrve.
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Cenain transfery between the accounta ~Mines and \t\ g Claims”
wtfect 10 (n tas Consolidated  Balance Sheet. astse entirely
w8ien Propeny, Plant and Equipment are urre‘d nor Go Laey Aliec
reserve.
s of Propervy. Plant j:
iy oy current apprasais.

“Plant and Equipment.” and
i riiers Secween Lhese LAree 1csounty and 4o A0t e 8L Imeunt
¢ conscudated surpius or any wem otrer t.'xan :\xed assets md cdepra

"Reserve for Depcaciation” have betn aven

.t The .d Equipitient dr¢ shown o the bases dbove set forth and do ot indicate current values which cold Je established
NOTE H—)RES PRODUCED: DURING DEVELOPMENT PERIOD
Or:s_?;:ﬁuced durag deveiopment Serod not HEdg currentiy Lreated aré sactied at Cuseof eXUraction which iy less than a conservatively estimated rea'uzanie

NOTE {—~CUPRIFEROLS MATERIAL

id Por future treatment s valued ar United States Treasury Dwm-nam valuzlion for'income tax. purposes. ¥hich :s angraximately
recoverable Melais contained tRerea at Curtant meEtAl pnces alter dLAUCLINE. LIRALMENt <Osts, BOLa a3 estimated by metmlurnss of

um-u af tha mdr—xmu :os-z—vnw thé 358, 2 Sinking Find Debentures of Anaconda Cooper ‘vLm(‘( C‘)m’a=4
Afr"’-l v‘u}{) and on .ngun 13eh f T3l year therwz:r 10 49d acidding Adgysc-isen,
amous, et $1:000,000 plug 2097 o e

£ 1 ne nsm
5 {0F Yhe pericd of (uve e the m s of I ey
ben{ue:‘ o Ite ‘:q:ned by the Trustee ta Uew of ag FURGUAL 3T ash quu o ine ;:urc.zxe shce
acqum:mp tnerest.
ahe tsgue, of C%\ﬂv Cobper Co, 555 Debentires recuires e redemntion ar o
1ty c:uI for! reds o8 !935 of. 31'967.000 princyoal amouat of deoentures against
5" 31938

(0 pm isioa
i cass staking
PLUS

!nduded i Co whthud Surplus are: fa) A crednt, of $21. 900 530 .J arising from mc’uuou int Corsolidated Balsnce Sheet of zssets and liabilities of Andas
Cipper ung Comipany at the dmouhty sndwen ot sy ee Note ). b eéd of $1.519. 65 66 ariag from acquiution 1 1930 of runonty

n‘dmvm' {‘pr ¢l mu: of. Firsd Mt u.ze 5% Sigking Fund Bonds of Butte: Anaconda & Paciic Ral-
ALy for 1938 %Ail-amalich to $102.000;

$Hi; uxp Lung. Cqmgzny ,sgﬁed for property an; t carr'e:l aL it na: vzl sud amount representing the excess of par value sver i
i credip-of $20.814./ 1Kg the excess of (he nroceed: of Lne ssue et 3. \09 308.. 54, shazes of stock of Company over the s
4 fnarge of $i1, 901.40 50 Scx discouct IAd ex and boods, througs.

obu‘med s o stoek abave Teierted: e Jee PArSRIANE \u ux Mne Gas 1o pracuce ren:ﬂmz depletion.

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 31st, 193§

NOTE A~-BASIS

Baais (3 sama ag ses forth in Note A to.Consolidated Balance Sheet The eﬂunv of the Campany in :he income of four small subsidiaries more chan
ow;\cd tre oixoerauom of wach are aot ax kategral part of th of the d grodf for the year ended December Jiat, Lo.vs
1 3LIHILE

NOTE 8—INTER.COMPANY SALES AND PROFITS

Sajes to conwlidatad ubmdianes have been; elimicated and the sales shown in the Consolidated Income Account include only slesto otherstn
Compady and consclidated ubsidiaries.

Intercompany profits. where these ars mzurial have been eliminated in v.he Cnn;ohdned Income Account. The peincipal interwompany transac
are saies of cdpper and otier Merals L 1aciude 30 far as 15 ascerianable,
uo mler-\:cmmﬂy pznﬂ:. .

Any i lting [ro with b aad sales of supplies and furmiahing of services aad in conaection
wneh refinng uﬂ smelu.u opmuau are oot mund s amount and have oot been eliminated.

NOTE C~COST OF SALES
The general practice of inveqtary valuacion (oflowed in the year ended December Jist, 1935 was s follows:

14 aucertainifig consolidated income du.nn( ihe veasr 1935, the Cansolidated Income Accgunt s stated on the basis of last-in firg-out. L‘*xa apply-
nLcoat of metal frodyction Lo waley Lo the extent of Current production aad sales iy excess of current Production were cart RUSES
Sbeet purposes.

iTacome’ Account 'at the ioveatory cos. suck cosk being the 1ame 33 LUa inventory cosy used for

NOTE D—DIVIDENDS AND EARNINGSE OF PRINCIPAL UNCONSOULIDATED SUBSIDIARIES

No dividénda were pad'ta the Cummny by ddy unconsolidated wbiidiary durm: the yeus 1915, The ;moum. of the Company's proportion of the com-
bined. et curreat earfungy onda Wire and Cabie Company, Mountan City Copper Company and
Walker Mining Compaay) ud v.hc faur Uncdoaclidzted subsidiaries mezﬂ 1o iz Note A mowed 10 3761 74273

NOTE E—!\-YERESY‘-(\SP!MTION CONSOLIDATED COPPER COMPANY

Tkere l! iaciudéd sn [aterest and Divideads interost on notes of {nspumtion Conmlidated Copper Company. ia the amount of $438.085.00 for the year
et Decestiber $1st, 1935
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PARIS « TURQLAND. ¥
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HERLIN - T7R774ND
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ALEXANDRIA-AND CAiRQ

To the Board of Direciors,

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

We have made an examination of the Consolidated Balance Sheet as of December 31st,
1933, 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 Accnunts 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 supporzing
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 Accountanis.

New York, March 12th, 1936.
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