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To the Shareholders of -
ANACONDA COPPER 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 vear, and in
the foreigh markets continued at a satisfactory level throughout the vear. 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 95,88+ 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 868,008 toms, including approximately 14.393 tons
imported from the Philippine Islands, Cuba, and in fluxing ores, were domestic duty
free, an increase of approximately 37%, over 1936. Foreign production established a new
high record, approximately 34% 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 689,058 tons, an increase of 3.8
over 1936 and amounted to 80.3%, of 1929. Foreign consumption amounted to
1,604;309 tons, an increase of 27.69, over 1938, exceeding deliveries in 1929 by +5¢%.

" Including secondary copper retreated by primary refineries, domestic deliveries amounted
to 808,095 tons, an increase of 5%, over the prior year.

Stocks of duty-free refined copper in the United States were reduced from 161,068
tons on January st to 99,578 tons on April 30th, but thereaiter 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 Jaguary st _
to 211,844 tons at the close of the year.

Production of zinc in the United States was 589,982 tons, an increase of 12.8¢%
compared with the prior year, and consumption amounted to 570,111 tons, an increase
of 1.4%. 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 commeodities, 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 18.773¢ 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
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 uncha;i edpat
77.37c per ounce. By the President’s proclamation of December 30, 1937, the pr%ce for
domestie silver mined on or after January 1, 1938, was fixed at appmximazelv 64lie per
ounce. There was practically no fluctuation in the price of foreign sijver thrc;uzho:;t fhe
%-ear, ld’l‘here was no change in the United States Treasury price of $35.00 per ounce
or gold.

March, averaged 13.018¢,

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

Jan. 2 High Low Dee. 31 Arverage
Copper-Duty Freef.o.b. Refinery-perib.... . .. 11.775¢ 16.775¢ 0.9006 9.500¢ 13.167c
CoppER-Export f.0.b. Refinery-perb.. . . .. ... 11625 17.150  0.325  9.500 13018
LEap -New York-perib............. .. ... 6000 T30 4730 4730 6009
Zive  =3t. Louis—perlb.. ..o .. . 5450 7300 5000 5.000 6519

SLvER ~New York (nmot covered by President’s

Proclamations)-peroz... ... .. 45.000 48.750 4750 44.750 $4.883

FINANCIAL

The gross sales and earnings of the Company upon a consolidated basis, (after
elimination of inter-company itenis), totalled 3233,916,332.07, an increase of
$73.033,797.92 or 43.4%,, compared with the prior year. The larger sales volume of
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, anrounted to 8181,739,984.57.

The income from operationswas........................, .. 35%,176,547.50
Other Income, including Dividends from non-consolidated sub-

sidiaries, Was. . ... .. e e 2.551.617.91
TotalIncome was. . ...... ... it i $54,728,185.41

Deductions from Income for Interest on Bonds angd Current

Obligations $3,041,675.72, Expenses pertaining to Noa-

operating units 8415,479.37, United States and Foreign In-

come Taxes 38,575,529.81, and Discount, etc., ou Bonds

and Debentures retired through sinking fund operations

R390,118.13, amounted to. . ... .. oi iy 12,42%,803.08
LeavingaBalanceof.............. ... ... ... i 842,305,362.38
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 secandary metal plants

$1,191,185.28, and Current Discount and Expenses oa )

Bonds and Debentures was $168,108.09, a totalof. .. .. ..... 10,573.323.20
Net Income, without deduction for depletion of metal mines,

WBE .+ v e s e e e B e $81,732,039.18
Of which Minority Shareamountedto................. ..., 344,177.28

Leaving Consolidated Net Incomeof. . ..........cocovnvnnes $31,387,861.95




The net income reflects sales of metals and manufactured products invoiced to
customers. Forward sales contracts are not reflected in ‘the income account. Jetals
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 31,191,185.28 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. 83.962,000 par value of the 41+, Sinking Fund Debentures of the Company-
were retired through the operation of the sinking fund ifor which 83,196,129 was on
deposit with the Trustee on December 31, 1936); 8320.000 par value were purchased and
held in the treasury; 84.000.000 of the serial notes of Chile Exploration Company were
paid: and 81,498,000 First Mortgage 3 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, 1938 in the.amount of 89,077,500 par
value had been deposited with the Trustee prior to December 31, 1936, for the redemption
of said bonds as of January 1, 1937.

TUnder 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 sunr of $1,000,000, plus 209, of the consolidated net income of the
Company as therein defined, for the year ended December 31, 1937, or approximately
87,277,000, 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 87,643,000 due from that company but all current interest payments have
been made.

Capital expenditures during the year amounted to $8,622,504.10, summarized as
follows:

Miges, Mining Clairnsand Lands. ........cocivenveen . 3 32121171
Buildings, Machinery and Equipment at the Mines, Smelting,

Refining and Manufacturing Plants of the Company and its

subsidiaries. .. .. ... e e et 8,972,810.86
Miscellaneous—Including subscription to stock of National

Tunnel & Mines Company and acquisition of shares of stock

of other subsidiary companies...........coiiiiiiiiitn 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 $1,058,738.12, accounted for by that
portion of the discount and premium applicable to 5% Debentures of Chile Copper
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Company redeemed on January 1, 1937, and discount and premium on First Yort
S c N R gage
3¢5 Sinking Funfi Bonds of Butte, Anaconda & Pacific Railway Company redeemeg on
August 1, 1987, in the amount of 8907,336.12: and loss of 3131,400.00 onvinvestment in
Anaconda Cogperclad Company, whose properties were sold and whose afairs were
liquidated during the vear.

The dividends declared and paid during the vear on the capital stock of vour Come
pany amounted to 315,180,091.50, or 31.75 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 cérporation, and Anaconda Copper Mining Company received 200,000 shares
in'exchange for 200,000 shares of Utah-Delaware Mining Company stock subseribed for
by it at 85 per share. To December 31, 1937 8650,000 had been paid upon this subserip-
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.& JMines Company. That company is now con-
-tructing a tunnel from a point tear the Tooele smelter in Utah to its Bingham properties,
to more thoroughly prospect its mining claims, to reduce the costs of pumping, hoisting
and transportation and to provide a conduit fordelivery of waterfor 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 66.78%, of total issue of
421,981 shares outstanding; and of Mountain City Copper Company from 1,437,134
shares to 1,462,234 shares, or 61.66%, 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 ag 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 & further shortage
of water the operations of the electrolytic copper plant at Great Falls were suspended
for the period, July 29, to August 31, 1987, and the operations of the zine plants were
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drastically curtailed during the months &f July; Atgust aad September. In order to fil

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 accurnulation of metal at the end of the vear.

The Polson Power Project of the Montana Power Company, having 2 continuous
capacity of 56,000 Kilowatts, will be ready for operation during the early Sunimer of
the current vear and no further shortage of poweér 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 vear
in both the domestic and foreign markets amounted to 1,072,289,658 pounds.
Zine: :

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 zine dross; 1,770,821 pounds retort zine
produced for our account by other companies; and 192,108,070 pounds were electrolytic
zine 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 8.533,455 ounces were produced from Company ores. Of the
— above total 2,246,236 ounces were contained in by-product materials sold to other
companies,
Cold:

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 preducts consisted of 108.062,552 feet of lumber: 5,361 tons treble-
superphosphate and phosphorie acid; 8.177 tons arsenic: 891.357 pounds cadmium;
145,925 pounds nickel sulphate: and 209,315 pounds copper sulphate.
Fabricating Planes:
The shipments of manufactured products from the plants of The American Brass

Company tincluding Toronto Plant) and Anaconda Wire and Cable Company amounted
to 744,661,851 pounds, an increase of 955 over those of the prior year.

Non-Consolidated Subsidiery 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 portioz 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 31,036,000 during the year 1937.

EMPLOYEES

During the year 1987 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 27,284 employees. )

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

7

PNYC 00010101




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 vear 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 18, 1913, 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. KELLEY,
President.

New York, N. Y., March 26, 1938,
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POGSON, PELOUBET & CO.

PERCY W. POGSON NEW YORE - 25 BROADWAY
, o8 YAURICE E. PELOUBET EL PASO, TEXAS - MILLS 8LDG.
LEWIS M. NORTON I
SIDNEY W. PELOUBET .
HOWARD L. GUYETT [

CABLE ALDRISS "CERTINRD" VKW YORE

LS. SENDELL & CO.

To the Board of Directors,

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

We have made an examination of the Consclidated Balance Sheet as of December 31st,
1937, 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 Belance Sheet
(which other corporations are hereinafter referred to as consolidated subsidiaries) and of their
Counsolidated Income and Surplus Accounts for the calendar year 1987,

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, zine, 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,
1987 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 1957.

. 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, 1937

ASSETS
FIXED ASSETS: '

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

facturwig plants—see gote G . 3290,153,909.77
Coal mines, timber L'mds and phosphate deposits—3ee DOLE e 3 9.545.269.67
Less reserve for depl 2,148,911.03 7.401.358.8%

Buildings and machinery at mines, reduction works. refineries, macufacturing
plants, sawmadls, {oundries, waterworks. steamships and rauroads (including
railroad concessions to the extent of 3943,122.66)—see note G.., . $289.344,000.65

Less reserve for depreciation 148.380,9068.44  140,854,094.21
Patents. 6,105.00
Investments:
Securities of subsidiaries not consolidated—seeaotesCand F..... . ... . ... 8 135,684,234.10
Other'security investments—see aote F. 15.252,486.34
Indebted. of subsidiaries not lidated—not current... ... ccocormvcnns 770,719.88  31.707.390.32 3470.222.557.94
DEFERRED CHARGES:
Stripping and develop . 3 8,782194.79
Prepaid exp e © 3275714l
Deferred exp e 368,192.31
Discount and exp on deb 2,016.834.37 2,494,733.38

CURRENT AND OTHER ASSETS:
Current assets:

Supplies ou hand——see note E page 13 3 15.687,282.05
Metals and manufactured products: R
{n process—see note D page 13, 7,774.819.50
Finished-~see note D page 13. 31,384,358.85
Al snd uotes receivable—trade, less reserve. 7,147.572.58
{odebted: of subsidiaries not lidated—current 3,250,122.20
Marketable securities—st cost (market value 35135,997.84) ... easerorsansenre 943,581,897
Cash. 13,601,875.56 399,3350,662.11

Other assets:
[nstallment house sad land sales and other sccounts receivable, less reserve....... 3 ' 1,108,230.28

Advances to sundry mmnceonpcm including advances on ores, less reserve.. 122,118.86
Ores produced during develop perations beld for future treatment——see
note H. 1,529,298.51
Cupriferous material heid for future ——see nOLE ! 3,047,089.34 .
Notes receivable of Inspiration C lidated Copper y secured by
First M Bonda of that company in the pnm:xpd amount of 37,845,000
(being wﬁ amousnt of said bonds issued). 7,648,000.00 13.247.717.18 1IL1uT.Ta

B39 w5 vt 52

See sxplanatory notes, pages 13 sad 14,
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) - ANACONDA COPPER MINING COMPANY
and Subsidiary Companies

Consolidated Balance Sheet—December 31st, 1937

. LIABILITIES
CAPITAL STOCK of \naconda Copper Mining Company: v

*Authorized=—12,000.0D0 shares of the par value of 350.00 each
Laued.

. 8,919,088 shares 1145.955.500.00

Held ia treasury or through subsidiaries. coo oo oeenn.. . 234748 shares

QOut-tanding

£525.444 .44

CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest...... ...

DEBENTURES AND NOTES OUTSTANDING:

Anaconds Copper Mining Company—+14% Sinking Fund Debentures due 1950—seenote J..___ . 3 47,509.000.00
Less held in treasury. 320,000.00

. R $ 47,589,000.00
Chile Exploration Company—=Serial Notes-—~payable ta banks, due December 10th, 1938 to De-

cember 10th, 1941. interest 2155 to 314, (guaranteed as to both principal and interest by

Apaconda Copper Mining Company) 15.000.000.00  66.339,000.00
RESERVES:
For repairy, renewals and repl 3 330,561.02
For workmen's compensation insurance, ete. 8435,262.04
For conti i T3.000.00  LiTDN28n

CURRENT LIABILITIES:
Chile Exploration Company-~Seriai Notes—-payable to banks, due December 10th, 1938 (guar-

anteed as to both principal and interest by Anaconds Copper Mining CompaBY) .. muummmeceucmsiesemascrcnsen 8 2,000,000.00
Aceounts paysble—-trade. : 4,920,463,31
Wages payable 1,078,988.87
Accrued taxes. 10,768,944.30
< Accrued interest 574,763.08
Other accrued liabilities. 154,436.26
Other ts payabl 536,394.72  20,074.990 T2
DEFERRED CREDITS TO INCOME 285,041.20
SURPLUS. 66,102.831 20
3392,925.030 652
—

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

3233,916,532.07
Cost of 3aies—perat.nw #vpenses, development, maintenance and repairs, administrative, selliog and
gepeca! expenses and taxes except income taxes—:ales to the exteat of current production bewng
applied at cusrent cost.

181.779.934.57
Income from operatioas of mining, smelting, refining 20d manufacturing plants. before deduecting
depreciation and depletion.

3 521765347 30

Other Income—Divideads {rom subsidiaries oot consolidated: note D page i 3 1LT41,100.10
—Other dividends and interest—see gote E page 14 397.282.62
—Miscell; 5 incowme. 213.193.19 2331517 31
3 34,728,165
Interest on bonds. debentures and serial notes 3 3,041,875 3 SuTISAL
Expenses pertaining to non-operating units $15,379.37
Trited States and foreign income and excess profits taxes—estimated (including 3236,139.61 esti-
mated surtaxes oo uadistributed i } . 8,573.529:81

Discount, premium and expense on bonds aad debentures retired through sinking fund operations. 390.118.13 12.422.303.03

% 42,305,362.38

Provision for depreciation and obsol 3 9IETIETT
Provision for depletion of coal mines, tizber lands and phosphate deposits (without deduction for

depletion of metal mines) 99.273.08
Reduction to market quotations of excess metal inventory at fabricating and secondary metal plants.... 1,191,185.28
Current discount and expense on boods and debentures 188.108.08 * 10.373.323.30
Net [ncome, without deduction for depletion of metal mines 3 31,732,039.18
Minority share of income. 34417728
Consolidated Net Income, without deduction for depletion of metal mines. 3 31.387.361 95

T

See explanatory notes, page 14,

Consolidated Surplus Account—Year Ended December 31st, 1937

Surplus, December 31st. 1936 3 51,915,365.88
Minority iaterest. 381.368.01 3 350,953.756.87
Consolidated Net Income, without deduction for depletion of metal mines. 31,387.861.65
. 3 82,331.638.32
Deduct:
Dividends Nos. 117, 118, 119 and 120. 13,180.091.50

8 67,181.567.32
Discount and premium on 3% Gold Debentures of Chile Copper Company due 1947 called 0n
December ist, 1938 for redemption January ist, 1937, being that proportion applicable to
debentures called for redemption Jaouary lst, 1937 and not theretofore presented, and
discount ‘?lffmum on First Mortgsge 3%, Sinking Fund Gold Boads of Butte, Anaconds

& Pacific Railway Company, due 1944 called on June 15th, 1937 for redemption August lst,
1987 . 507,336,12
Loas on i tin lidated subsidiary whose properties wers sold and whose affairs
were liguidated during the year. 151,400.00  1,058.736.12
Surplus, December S1st, 1937, $ 86,547,913.27
Minority interest $45,082.07

Consolidated Surplus, December Sist, 1987 . § 68,102.31.20

e TR———




NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER S$1st, 1937
NOTE A—PRINCIPLES APPLYING IN CONSOLIDATION

[o order to present the status of the Company’s interest in subsidiaries wh,
15 73¢% or more:of the issued stock, the assets and liabilities of saj
:tr:i:gt:g under nppm;f)riahtefeadings on the Consolidat small subsidiaries ¢ than

wned. the operations of which are not an iategral part of the operations of i ! } more <2
Cunsolidated Balance Sheet. The interest of mmporit ockh%elde?s of ?ﬁé?@fﬂiﬁ}‘?ﬁ:ﬁgﬁ:& 2;2 ,f;f;g"{,“ ‘"""IF;"’;S’
wiom on the Cotsolidated Balance Sheet. Accounts of subsidiaries i which the Company's interest is fes. f;,e copsol ;t,- .
iscued stock are not mnsol}da_te\_i_ and the shares owned in these subsidiaries ate carried as investments in the C Su;iadrf “:i 'Bvir boe
Sheet, The term “<ubsuliaries” i3 intended to mean corporations in which a majorits of the vnting stock _-.m»w 'e&“‘i 3 2nce
the Cumpany or through other corporations in which the stock interest of the Company is more thaa 95'»"‘) owaed directly by
NOTE B—BALANCES IN FOREIGN CURRENCIES i i

Cash balances in fore:gn currencies (equivalent to $812,475.19 in Uaited States currency) are converted int 11
favorable thao those effective at December 31st. 1937, Current assets and liabilities at the Tomnm‘ p:m"u a2t more

3 1 ] bili { Anacuada-Amercan
Brass. Ltd., are catried ia Cunadiagn cusrency aad have been converted ioto U. 3. dollars at rates aot i i

) > = oot 1o excess of 1
December 31st, 1937, ¥ fates curreat b

ere the interest owned (directly
d subsidiaries as they appear upon

or through nther subsiiliaries)
ed Balance Sheet, except. that four

the books oi saud subsidiaries

Contingent liabilities existed at December 31st. 1937 (al for acceptances covering foreign sales of copper discounted in the ardinary
course of business at various banks'on the greater part of which payments bave already been recerved and (b) for exchanye now-
miitments most of which have been liquidated. A

NOTE C—EQUITY OF COMPANY IN UNCONSOLIDATED SUBSIDIARIES

The equity of the Company in the assets of the principal unconsolidated subsidiartes {Anaconda Wire and Cable Compaay. Mouatain
City Copper Compasiy and Walker Mining Compaoy) dnd the four unconsolidated subsidiaries referred to in Note A bad decreased
at December 31st. 1937, to the extent of 315.784.48. since the dates of acquisition as the result of profits. losses, distributions agd
surplus adjustments as shown by the books of said unconsolidated subsidiaries, but the cost thereof as shown in the Consolidated
B;lance Sheet bas oot 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 treats
ment at reduction plants up to the production of blister copper, eléctrolytic copper, metallic zine and lesd bullion; are classified
as metals in process. Blister and electrolytic copper. metallic zine. lead bullion, and other products and metals produced in connece
tion therewith or therefrom, including stock in works at fabricating plants, are classified as finished.

Iaventory in process is calculated at cost which is below the equivalent of current market or metallic content of such inventories,

Finishéd metals and manufactured products oo hand at December 31st, 1937 (except silver, gold and molybdenite which are carried
atmarket quotations or less), have been valued at cost ou'the last-in. first-out basis, and prices determined in'accordance with this
meéthod were below warket prices for the various metals and products at December Sist: 1937, except that metals accumulated
under purchase contracts by fabricating plants and from secondary metal intake which wers unsoid at Decemmber 31st, 1937 were
written down to market quotations at that date. .

See Note C to Consolidated Income Account.

NOTE E--SUPPLIES ON HAND

pplies on hand. including rep parts as well as current supply items, are carried at cost.
NOTE F—INVESTMENTS—BASIS
Iavestments 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 ti ferred by the Comp. ora lidated 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 Lospirstion C lidated Copper Ci 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 ot in the case of physical properties acquired for stock
of the Company at par value of such stock.

(b) Property, Plast and Equi of subsidiaries (the of which sre included in this Consolidated Bal Sheet) are carried
st the difference between (1) the investment basis for the respective subsidiary as set forth below, and (2) all net assets {other
than property, plaat and equi } of such subsidiary at the tima when its were first included in the Consolidated

Balsnce Sheet of the Company and subsidiaries, to which is added the cost of subseq quisiti Such in t
basis is the cash cost to the consolidated group of the stock of the respective subsidiary owned by such group, whers the same
was acquired by the group for cash, or whers 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 propetties of Andes CS&T Mining Company and Santiago
Mining Company acquired by said pani pectively for sbares of their capital stock, which properties are inciuded in
the Consolidated Balance Sheet at the original par value of the shares of those companies issued therefor (i. e., 325 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 70,388 shares. Of said stock of Andes Copper Mining Company issued for property 998,036 shares were acquired by the
Company and subsidisries st 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 st less than the original value thereof. "I’hce es.-_ssxl sinres of Santisgo

Mining Company prior to their soquisition by the Company were carried in the lidated fin &3 out-

standing minority interest at par from the date whez S Mining Company was in such Upon

the acquisition of such shares by the C in 1930 the diff of $1,519,565.66 between the %,;‘vxlua thereof and the cost

of such shares to the Company was transferred from minority interest to consolidated surplus. total amount credited to

lidated surplus on of the difl betweex the pur value of the sbove mentioned shares of Andes Copper Mining
Company and Santiago Mining Company and. cost thereof to the Company and its subsidiaries was 323,429,105.38, .

(¢) Tt has been the p of the Company, consistently applied to its own propesties aad those of subsidisries the stocks of whxcg
have been scquired and the of which are included in the Ci idated Balance Sheet to carry Property. Plant ao

Equi a3 described above. P t to the requi of the United States Tressury Depastmest, valuations as of
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Mateh Ist, 1913 of mining properties then owned have been recorded on the books for : i

) 3 laing 1es taen ed 0 the purpose of computing t

g}owabie as-a deduction for “depletion” ig arriving at taxable intome under the Faderal Ezcgge tax lawg. bLtgtbies:?:ﬁz’;i
Have not been-included in the published actounts of the Company.

The Company bas consistently fojlowed the practice of not deducting in any of its published accounts, any amount for depleti
ok account of metals mined. and 0o such deduction 15 included in any of the fnancial statements submitted herew‘zhe.p s

D:plet}on_bh‘se‘d on cost has ig the casé of timber, coal aad phosphate lands, been deducted from income in the nancial statements
subaitted herewith and also froms the cost basishown in the Cuasolidated Balance Sheet.

13 The values of Property, Plant and Equipment are shown on the bases abave set forth azd do.oot indicate current values shich
could be-establizhed 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 'ess than a coge
servatively estunated realizable value.

NOTE I—~CUPRIFEROUS MATERIAL .

Cupriferous material beld for future treatment is at & valudtion assigned to a certain part thereof by United States Treasury Department
{or incotze tax purposes which is less tHaa the value of the recoverable metals contaned therein st current metal peices after
deducting trestment costs, both as estimated by Metallurgists of the Company.

NOTE J—SINKING FUND REQUIREMENTS

Under the sinking fund provisions of the indenture providiog for the issue of the 4147 Sinking Fund Debentures f Anaconda Coppet
Mining Compaay, due 1950, the Compasy will be obligated on August 13th, 1938 to pay to the Trustee under the indeature, for “he
purposes of-the sinking fund.for the retirement of debentures, an amount equal to 31,000,000 plus 20 of the consolidated net
inc¢ome of the Cowpany (as defined in the indenture) for the period of twelve months ended December $15t. 1987 or in jieu of
such payment, the Company may deliver to the Trustee under the indenture debentures to be received by the Trustee under tne
indenture in lieu of an amount of cash equal to the purchase price of such debentures paid by the Company in the achuistion
thereof. The Company has made ail paymeats required under the icdenture and has satistied all other requirements froca the
date of issue to December 31st, 1987, .

NOTE K—~FEDERAL INCOME TAXES

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

NOTE L—SURPLUS

Included in Consolidated Surplus are: (a) a credit of 321.909.539.72 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 31.319,365.66
arising from acquisition in 1930-of mipority shares in Santizgo Mining Company issued for property and cartied at their par vajue.
said amount representing the excess of par value over acquisition cost, (¢) a credit of 320,818,158.49, being the excess of the proceeds
of the issue of 3.109.508.54 shares of stock of Company over the par value thereof and (d) a charge of 311,907,498.50, being
discount and expense on 1ssuance, and premium oa red ion of boads, red d through fuads 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 381st, 1937
NOTE A—B4sIS

Prigeiples applying to the C lidated Income A t are the same as sét forth in Note A to the Consolidated Balance Sheet. The
equity of the Compeny in the income of four smalf unconsolidated subsidiaries more 12 75% owned, the operations of which are
not an integral part of the operations of the lidated group, i for the » - ended December 31st, 1937 to 314.481.72.

Sales of metals and manufactured products are included in income as billed 2nd delivered to customers. Undeliversd sales contracts
and purchase commitments are oot given effect to in the Income Acooust, )

NOTE B—INTERCOMPANY SALES AND PROFITS

Sales to lidated subsidiaries have been eliminated snd the sales shown in the Consolidated Income Account include only sales to
others than the Company and tidsted subsidiaris

Intercompany profits, where these are material, have been eli
transactions are sales of copper and other metals to
include, so far as is ascertainsble, no intercompany profit.

d in the Consolidated Income 3 ¢, The prin¢ipal intercompany
i bsidiaries. The i ies of £ g subsidiaries

and have not been eliminated.

- Apy intercompany profits resulting from t ctious in ioa with purch and sales of lies and furnishing of services
L g v

and io connection with refising and smeiting operations are not
NOTE C—COST OF SALES
The general practice of inveatory valuation followed in the year ended December S1st, 1837 was as follows:
In ascertaining consolidated income during the year 1837, the Consolidated Income A t 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. :Jee
Note D to Cousolidated %nhm Sheet).
NOTE D—DIVIDENDS AND EARNINGS OF PRINCIPAL UNCONSOLIDATED SUBSIDIARIES
the year 1937 the equity of the Com in the combined net current b of the principal iex
o (.\n}aéonda W’uem?iq Caglc Compaay, ﬁounuin City Copper Company and Walker Mining 6ompgny) and the four unconsolidated
subsidiaries referred to in Note A amounted to 32,029.957.64. Out of that equity there was paid to the Compasy the amount
of $1,741,190.10 in dividends by said usconwlidated 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 tas‘;ﬁ.’l.ﬂ for the year ended December 31st, 1987. All interest due or accrued ca these

Bdotad subsidi

notes at December 31st, 1937 has been
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ANACONDA WIRE & CABLE COMPANY
LOCATION Oé MANUFACTU!"“Q PLANTS

ANDERSON, IND. ) MARION, IND. v ORANGE, CALIF,
GREAT FALLS, MONT. . . MUSIESON, MICH., . . PAWTUCKET, R, §.
HASTINGS-ON-HUDSON, N. Y. CAKLAND, CALIE... T .. SYCAMORE iy

. A SN

g . 7 'SOME OK.TME INDUSTRIES SERVED: . .

Automotive © EachicalEquipmenkc . Radie -~ * Telaphone and Telagraph
Avistion indusirial Pawer Plants-". .. Railscad | 5 Transmision Equipment

Metal Pabricating:
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