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NATIONAL LEAD COMPANY

15 EXCHANGE PLACE, JERSEY CITY, N. J.

Report to be Presented to the Stockholders at their Forty-seventh Annual Meeting,
April 20, 1339, for the Fiscal Year Ended December 31, 1938

To the Stockholders of National Lead Company:

The following is a Consolidated Balance Sheet and Earnings Statement of National Lead Company and all of its
domestic subsidiary companies in which it owns all of the capital stock, for the twelve months ended December 31, 1938.
The dividends received from foreign corporations owned in part or in whole, domestic corporations not wholly owned, interest
on bonds and miscellaneous items not directly connected with current operations, are included in the item “Other Income”.

Dividends on National Lead Company Preferred and Common Stocks owned by the Company itself are not included in
this statement, either as dishbursements or as income.

Current Assets: ASSETS
L -1 e e $ 5,636,787.62
U. S. Government Securities {Market Value $1,243,241.74) . ... .. .o ivienen... 1,170,446.19
Other Marketable Securities, Domestic (Market Value $ 952,732.50)...... $ 608,012.68
Other Marketable Securities, Foreign (Market Value $1,879,820.69)...... 1,536,353.08 2,144,365.76
Accounts and Notes Receivable.....c.oviveiiiiennenrriinennenenennnnnn. $7,215,114.87
Less Bad Debt ReSeIVe. . ..o uiiueennriinriaenrreeresneeesnnennnnnns 737,830.20 6,477,284.67
Notes Receivable from employees. . ..oui ittt eriiiiiiiii it iiieitseerrrannnns 184,052.58
*Inventories (at Normal Prices, Excess at cost or market) .. .....ovvietiieninnenannnnnn. 20,421,395.01
Total CUTTEnt ABSBES. vt s vt ie e nen i s vt eeersnnananeesereesnneseeesennseeeeaensnasaanenis $36,034,331.83
Investments:
Securities of Affiliated Companies (at book value in no case exceeding cost) :
B3 4 T 2 L $5,524,719.42
0D =31 + O 8,667,239.42 $14,191,958.84
National Lead Company Capital Stock (29,883 shares Preferred A; 25,815
shares Preferred B; 3,210 shatres Common). (Market Value $8,663,431.50) .............. 6,950,229.77
Miscellaneous Investments (not listed on any exchange):
D073 T 14 (R $ 362,265.33
B30 3 - O P 127,718.55 489,978.88
B R B R oY ¢ 1 T 21,632,167.49
Fixed Assets:
Plant Properties and Equipment—Gross Property. ... ...cooiiviiiiiiiiiineeneienannnns $76,677,5685.59
Less: Depreciation and Depletion ReServe...........viivirieriinieiinnnenneernnns 29,818,432.89  46,859,152.70
Deferred Charges .....ciiiiiiiiiiiiiieiinaenenrinovennanes e e et eae s eean e et 326,247.68
$104,851,899.68

<

(8]

LIABILITIES -

Current Liabilities:

1 dited but not due........... ...t ettt $2,629,502.45
T ayable, audited but not due..----ww- s PRI 2.135,534.60
Dividend Payable February 1, 1939 on Class B Preferred Stock..........ooovviiiiinian, 116,193.00
Total Current Liabilifies.....vevvevreiineenereeunrioeesetnsconncsassasssossnsstosansvatans $4,881,230.05
Reserves: £4,797.284.02
Fire INSUTANCE ReSeIVEe. .. .ucvutonentonenstnseerseesnasorsssnosassanansasssnssensssa y X
Employers Liability Reserve. ....vovviiiiiniiiiiioiniiiiriiiiiiianeenareiarsceraanens 426,664.3g
Pension Reserve ......... e e eaat e e taa ettt e s et ahee et aaes 2,667,213.27 8057.710.61
Foreign Exchange and Miscellaneous.........oveiiiiiiieeriaineiniiarioiscrenoenan 166,542, ,057,710,
Capital Stock and Surplus:
Capital Stock: Authorized Issued
Preferred Class A—Par Value $100....... it iviriiiririioairesenses $ 25,000,000.00 $24,367,600.00
Preferred Class B—Par Value $100.. 25,000,000.00 10,327,700.00
Common—Par Value $10......ciciiiiiiiiinisiaiaiirorsrseeens Ceeees 50,000,000.00 30,983,100.00
$100,000,000.00 $65,678,400.00
Barned SUIFPIUS . vneeveeeeeesteaeeasoanaanassisssssservaresresssocsasstsossnnns PR $26,113,839.§2
Capital SUIPIUS .+ttt iiimnii it ia s aatsoa et e tncotstanesnaarraaatansss 120,719.20 02
Total Capital Stock and Surplus.........ccvvivieiiaia ity eererer e eeieiirecanen 91,912,959.
$104,851,899.68
DETAILS OF PLANT INVESTMENT
Dec. 31,1938  Dec. 31,1937 Increase
14,415.90
GIOSE PrODeTEY v vtiiiitmt e ieeenneatcanraoroonsansnsssonsssnneeriososs $76,677,585.59 $74,063,169.69  $2,614,
I:s)s Deprg:iatsiron and Depletion Reserve..........oviiiiiiiiiiiainaes 29,818,432.89 28,212,242.60 1,606,190.29

$46,859,152.70 $45,850,927.09  $1,008,225.61

# The present Normal Stocks of the Company are as follows:

49,88714 short tons valued at $0.03 per pound
1,12414 short tons valued at .21 per pound

266 short tous valued at .05 per pound oG NT.I-000018212

Stoeks in excess of these normals are valued at cost or market whichever is lower.
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CONSOLIDATED EARNINGS STATEMENT

1937
$91,947,302.89

1938
$65,229,969.84

2,240,127.43

75,968,165.83
$15,979,137.06
$18,219,264.49

1,077,962.50

49.207,295.63
$17,100,636.71

$16,022,674.21

CO8E Of GOOAB SO + o o v v v e oo oo
Gross Profit on Sales. ... ..ottt it it i,
Other Income .

Sales ...............

Total Gross Income. .. ... ... i i e ennn
Administrative, Selling and Other ExXpenses...........cvovuieniecacannnensn

1,682,818.56
2,151,855.38

$ 9,497,639.12
¢ 4,886,951.43

1,719,558.83
1,923,660.37

$ 9,174,277.15
$ 4,283,140.36

Depreciation and Depletion. ... ..c.ovueiiii ittt iranr e eann,

*Taxes

Total Net Income. ..o vviiitininiiiiiiieiiricieenecanansnns

Dividends on Preferred Stock:

Outstanding—

1,961,323.00
$ 2,925,628.43

$1,496,551.00
464,772.00

1,961,323.00
$ 2,321,817.36

$1,496,551.00
464,772.00

Class B...iiriiiii it ianitnenncneeennn
Amount Earned on Common Stock...........

[0 T - NN

Amount Earned Per Share of Common Stock Outstanding...

$.945

$.750

ANALYSIS OF CONSOLIDATED SURPLUS

1937
$23,842,094.03

1938
$25,220,172.46

Earned Surplus—at beginningof year......... ... oiiiiiiiiaa
Add: Net Income Twelve Months....... ... . i it

4,886,951.43
$28,729,045.46

119,400.00

4,283,140.36
$29,622,712.82

Deduct: Dividends Paid During Year—
Preferred Stock Outstanding—

**Surplus Adjustment .....oiiiin it it i i

1,961,323.00
1,547,550.00

$ 3,508,873.00

$1,496,551.00
464,772.00

1,961,323.00
1,547,550.00
$ 3,508,873.00
$26,113,839.82

$1,496,551.00
464,772.00

[0 T 2 - A
Common Stock Outstanding.......ceeiriieriieeierrrineritennronassnns

L0 Y N A

Total Dividends Paid..........c.o v,

Earned Surplus—End of Year.. ..o oottt iniiiiiriiitiiineiineaas

$25,220,172.46
120,719.20
$25,340,891.66

120,719.20
$26,234,559.02

Total Surplus .

Capital Surplus—End of Year.. oo vvtiiiiiiiriainiiiiiiiiiarancerennnnns

* Includes provision for tex on undistributed profits.

that one-half of this dividend, equivalent to
It was treated this way on the books of National

share on its common stock, of which $238,800.00 was
Inc.,

Ine., that the total dividend should be included as income.

Cons.,
Cons.,

paid a dividend of $2.00 per

Ine.,

We were advised by Patino Mines & Enterprises,
$119,400.00 was to be considered am a return of capital—the other half as income for the year.

In 1938 the Company was advised by Patino Mines & Enterprises,

Since this iz 1937 income, the adjustment is made directly to Surplus.

received by National Lead Company.

Lead Company.

¢* On December 23rd, 1937, Pstino Mines & Enterprises, Cons,,

e=3

NATIONAL LEAD COMPANY b

COMMENTS ON FINANCIAL STATEMENTS

NET Net Income for the year, after deduction of depreciation,
INCOME {axes, and all of the expense incurred in the operation of the
business, amounted to $4,283,140.36. After payment of the usual
dividends on Preferred Stocks outstanding, amounting to $1,961,-
323.00, there remained a balance of Net Income applicable to the
Common Stock of $2,321,817.36 equal to 75¢ per share on the
number of shares outstanding during the year—38,095,100 shares.

EQUITY IN CON- While final figures are not yet in from all of our
TROLLED COMPANIES forejon subsidiaries, the Company’s equity in un-
divided profits or losses in foreign subsidiaries or controlled com-
panies not wholly owned, is estimated to be 7¢ per share on its
Common Stock. As stated in last year’s report, earnings of the two
German companies are not included in our figures.

Ner working  Neet Working Capital amounted to $31,153,101.78,

CAPITAL with a ratio of Current Assets to Current Liabilities
of 7.4 to 1.

inventory  The usual practice of inventory valuation has been fol-
VALUATION

lowed this year. The Normal Stocks are valued at the
fixed prices provided for and the excess stocks are inventoried at
cost or market, whichever is lower. As stated in previous reports,
the Bureau of Internal Revenue does not accept the Normal Stock
method of inventory valuation. For tax purposes, the inventories
are therefore revised to conform with Government requirements.

NON-RECURRING
PROFITS OR LOSSES

There were no non-recurring profits or losses dur-
ing the year.

UNEMPLOYMENT INsuraNCE AND These taxes, including both State and
FEDERAL OLD AGE BENEFITS Federal, which amounted to about
$100,000.00 in 1936 and approximately $300,000.00 in 1937, rose
to approximately $400,000.00 in 1938, and will continue to rise as
the rates increase.

PENSION
RESERVE

The year 1938 was the first year in which compulsory re-
tirement at the age of seventy became effective, This
brought about an abnormally large number of retiring employees, for
whom annuities had to be bought, and accounts for the unusually
large decrease in the Pension Reserve appearing on the Balance Sheet.

H. T. WaRsSHOW, Vice President and Comptroller.
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