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- Audit of the combined operation of the Toosls nm by Intarmational Seelting and bﬁnha Company and
the United States Sewliing Refining and Mining Company in rwtn of all dsts spplicable to combined operaticns
which would not noroelly be reviewed in metallurgical uuu previously sstablished. .

Inssenuch a® the opsration I» covered by contract, s Eynopsis ur-tw asoounting provisicos ie in-
cluded, with potations on revisions hich have besn made to the original agresamt.

As the contrsct is & toll contract providing for treataent cost based o ssvucste weights, saxpling and
assaying of msterials trested, the Auditor deemed it sdvisadle Lo madit mn of ore for U. 3. Company acoownt.
This sas done to the extent of 25% of lots taken into treatment.

Staterent of combined opcnuun (bmun A in aontx-ut) for Mnn-y 1959 es audited in detall, This
statement is prepared fm " d Losses® tut allocates the entire date
betwesn the two ™ tp tract m 4 based wm B wre -Mlod in detall.

In instances where products were scld ander one set of terws, examinations of the allooation of proceeds
between the companies wers zade and entries verifisd to the Journal. In the sase of lsad b\l.un. in vhich sotual
ingots were returped to sach company, andit was sede of the entire U. 3. Company llicn as to-weights shipped,
assay cowparisons and neial content computation.

Provisions of the contract relatirs to charges and credits for diluents sod finxes were checked in detail
and traced to applicable cost statemants,

Bo iaventories were cbserved and no audit of quantitiss was made.

The Auditor reviewsd the mathod of ion on the of Cost Production and Lossss.
. Costs se vsed on this statessnt, and oredit {cr treating U, S. Company material nn shecked xra statasents prepared
by the Cost Accounting L.

An index sppears on the follewing page.

B Co Joscdecn, Special l.mhl'dul Aooountant
dpri2 27, 2959
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STROPSIS OF CCPTRACT

Om"f REIISICNS )

STATRTYT CP COMBIEYD OFERATIONS, INCLUDINO D, 8. COMPANY OR2S TREATED
TOHEASE - U. S. COMPANY

PRODUCTS AXD SALES:
Lead Bullion
Copper Matte and Speiss
Deleaded 2ine Mare
Loaded Zine Oxide
Raw Zinc Pume

ALLOCATION CF FLOXDIO AND DILURT COSTS:
Lime and 9lica
Sulphur
Lesd DUvent
2ine Diluent
CADMIVM PLANT COST OF OPYRATION -
FETALLURGICAL INTENTCRY
STATRENT (F COST, TERATMNT, PRODUCTION AND 108SXS

ERRORS ARD DISCRIPANCIES

COmERTS

Lagoes

1t

7 %

&, inclusive
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3 nclusive

7
:. inclusive

8
3. inclusive
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STHOPSIS O CONTRACT

SSHIRAST

The combined operaticn of the Tocele Plant Dy the International Sweliing and Refining Corpany and the Unjted
States Szelting, Reflning and Vining Company is provided for under terwe of sgreseent htnm the tw mn.iu
dated August 1, 1958, In remorsndum of Mr. Re B. Caples, dated June 17, 1958, ooncerning this agreement
states *{It) 18 & toll contract between the Internmational Suelting and Refin: Conpeay snd United States
Srelting, Refining and Pining Corpany covering the treatmnt in the Tooele lead Treatmect Plant and Sag Trest-
ment Plant of lead snd lesd-sina smelting ores avd lead concentrstes, plue other metalliferous materials and
fluxing xaterials available to the United States Smlting, Ref and Mining Company, with return of metale
r thersiron, d among the products of the Toosle v,

Scpplementing the contract is ™Aprendix A® estatlishing the methods and prooedures 1o ®e followed in detersining
scelting costs snd metal mm"h.. applicable to th: varicus materisls to be treated under the contraet and

alloestion of the metale recovered among the products of the boo.h Plant. Included as supplemsnts to Appendix
4 are Bahidite A, B & Co

Exhibit A is 8 hypotbetical statenent shoving irestzant, production, metal losses and inventories of the combined
dom and all 1 of saxs bet the two oompani .

Bxhibit B contains Xypotbetical sxamples of various calculations relative to apportionsents of tormages snd wetal
content of products and losses to the ocontraciing parties. Such nmmm are huzpnm sm Behidit A,

Txhibit € contains Sllustrations of computing fluxing mnd dilusnt costs.

After pudlication of Appendix A and Exhibit A, B & C, certain changes in wording procedure ware deemed advie-
able and new drefts of Appendix A and Exhibite B & C were smubmitted. Ammu A the notation "raft
9-8-58*, A1l metallurgical accounting dats for August 1938 were prepared under mvhiom of the or
Appendtix A and Exhitits A, B and C. Effective with September 1958, all data were prepared wnder provisions eof
Schedule A and Rxhibits B & C per draft of 9-8-58. .

Pollowing i3 a Lrief synopels of the August 1, 1958 sgreezent pcﬂ.nnin; %o -uu-meu ascounting provision.
In the synopeis, 83 well as in the andit report, stbreviations will be used as folls

b ol p 1 Soelting md mmu Company
0. 8. Corpany - mm !utn Smelting, Refining and Mining Company

Corbined Companies - International and U. 8.

Cospany
Combined Opsration - Toll operstiom in m:ncuw -ua humtund Operation
7»010 Plant « Lead Swelter and Slag Treatmant Plant

Jamage - Yaterial sod Delivery

Ve 8. Company t5 deliver lead and lead-sinc smelting ores, lead 8014 and silver,
and othar metalliferous msterial suitable for treatasnt up to & meximm W ot 9,000 dry tons per wonth
excluding e¢old slag. If mors than 9,000 tons are availstle U. 3. shall offer sase to Interpationsl snd Inter-
pational shall accepl and tres! sich sxcess on the terms hareof to the extent of the then availahble capacity of
the Tooels Plan®, JIf plent caprcity is not available U. . Company may disposs of material slembere or hold
to te deliversd in rubsequent wonths. U. S. Company allowed to store «xoess towmage at Toosle for ues in making
up sabsequent deficiencies, tut to be charged for cost of storage and rewoval. * If V. 8. Compeny rv,

galarly bas
svailable more than 9,000 tons per moath, and Internationsl can obtain mors than plant capscity d.l::, provisions
ownership

provide for mtual agresment on increase of plant capacily. Rach party to retain its right, ti

to the »etals contained in the materials furnished by it and recovered wpop trestaemt. bauvu-: of ores to be
sade in open-top, bottem dmp rallroad cars, 7.0.B. International, Utah, o\lm, ldgd nn N boroe Yy
shipper. Freight and iransportation tax obligations u‘mhrvu-m # N
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CONTRACT - Comtinued )

Betum of Notals
International to retwm to U. 8. Company metsls recoversd from U, 8. s matoriale in m- of {1) lead
tullion, (%) slag treatzent plant fure, (3) deleaded m. (b) deleaded plat lead fuse, (5) mcr -m, (s)‘
copper apeles, (7) ~adniue Nae, or any other

iﬂl
forn of anodes cast in U. S. Company molds. The product l‘tu!wh, otier thn lead NJ.L\m .y Mwa
copper, cadmium, lead, xize, silver and gold, in 38dition to lesser ascamts of varicus impurities, The recov.
ories of puch metals and their distritution among the products (x to 7 sbove) are u u a neorduu
with procedures illustrated in Appendix A. The amount of each produst delonging to
to be returned F.0.3. cars or trucks at the Tooele !hnt. or, in liew tbereof, such Mou -y npcu agrement
of the parties be #old Sogather with products of 0 sod the pr of sech sale distrituted to tde
parties in sccordance with such estizate., AdJustomts between the parties which may Ve necessary ss & result
of differcnces betwesn amounts of setals returnable to the U, 8, Carpeny sod amounts sctuslly retuwrned in proe
ducts as esstimated to be tade st end of each calendar year or at such other times as agresd wpon.

Recorde and Rocorte

International to raintain audilahle records of all transacticns IM satters pertaining to the oontract. Inter-
nstional $o fumish rcnthly reparts to U, 8. Copany on tost of opmuun, matsrials trested, recoveries of

retals, mstallurgical inventuries, distridution of recoversd metals in plant products or any emr necessary
reports. .

Ssmoldng

U. S. Corpany matertals to be weighed, eampled and solsture determined by a Pullio Secpler, or dy Internstional at
the Tooele Plant, and the walghts, moistures and samples so obtained shall be accepted by both parties. 1If a
Putlic Sacpler 1o used, the cost ohall de for leeemt of the U, 8. Company. Smapling of esch oar of D, 8.
Coppany materisl reguired, tut corposita samples ray be used on up to 10 tarloads of or¢ or five ocarloads of
concentrates or other materials. Pour szples rwnlnd. one for International, one for U. 8. Cowpany, one for

shipper and ene for reserve. Internatioral required o farnish U. 8. Coapeny weights, moistures and sasples
of yaterials received for treatrent for aceount of International.

Prodacts preduced for U. 8. Corpany, ameept lead bul.uuu. shall be wighed and lnphd and moisture detersdnation
wsde at degiinstion to which such products may te shipped. Lesd talliom for the U. 8. Compeny to be weighed and
u:plcd n \h Tooele Plant. Where products r-mmblo to !;13. Company are hurdul.od du those of uur-

" 4 sold Ay of portion, I o
advise U. !. Company snd the ne'iv!.ng yhnt of the ump malyals of the M.u belonging to U. S.
Company, such weight and metal coptent o be deductsd from total deliveries in order to determine Internstionalts

portian. If the intermingled products are sold under one et of terny, Intermational to mitmit to U. 8. Company

one copy of each settlevent nent togsther with statement of asount doe U. 8. Company, and checks in paywent
thersof fer U. S. Cormpany's . . L

Astarig

Rach party to ksve its assay sanples of all ~aterials delivered or products produaed, nnyu or muqud and
the rartles shall axchange the rasulis. The sverages of botk pru n-ﬂu to h used if assays
designated splitting 1imite (ses agresavol for tai

S

ampire,
Jend Bddion Ootien . >
Us 8. C w2y require International to deliver, to U, 8. Company, 300 tons lead allien 0ed from Intere
natie ralerials, per ponth under Lerns of April 1, 1938 sgreeamt betwesn Internatis cmi md Anerican Sweliing-
and Refining Corpany, sxcept that ths lead content t w1l be Mbyv 8. Capary (returpabls to lnterns
- o contract). . .

Amnnd.ix A (praft 7—8-58) of th qﬂmt ihdudn both cost and uuu‘uiuk umuu pm-. Provisions
directly d with retal adit, of are as toum, quoted
verbatim: :

Fetallupsicel Inveptory
A snvm.en of all -uumm- raterials and fluxes on hard in the lesd smell

of the Toosle Plant shall be sade by Intermaticnal and sertifisd to by v pre
start of opsrations under the sgrsesent. A elallar inventory sod certification shall be made as of Decssbar
Alst of sach ysar, and the adjustrents referred to in 6 and 7 af the agreement apd hereinafter

dsscribed aball be based upon the next following sertified mstallurgical inventory.

PN e -




CONIRACT - Continued

v 3 sne -t

Upon completion of the weighing, sarpling and moisture determination as provided in m 13 nf the ment,
the materials may be eond.na;d and put into process sach month i8 such proportiocs ss may be mur;’t: pro—'

duce the desired bulllon snd elag wuy-h. A monthly -umm miu -nym of eath corpany?’s materiale "‘ 1

. trested or put into cess vill o e classes ting
* smelting coate and DAL Fecovesstle m mn- t.o sach pnﬁy'o materials. b for use in alioes
il ) 8

‘The usual metallurgical -eeounf.u. pethods will be used to estadlish mdluruul input, in yrouu, Mcuen,
zeasured slag losses and unsccounted for lonu from the treatment of meterials furnished by sach party and
comingled ss above provided.

31 v L

An estirate of the in-process invemtory will be made as of the end of each aonth during the term of the agrement.
t. ¢ verin 1 a

At the end of each cslendsr quarter, umumu of ths metal contants of tullion returmed to each pArty mrtu
such quarter ahall be made through the return of metals in tullion in or
by paysent for such metals in cash using the aritimetical average of the metal prices for sach wonth of the
quarter, with preper deductions from such prices for further trestment costs end transportation; provided,
however, that payment to lnt'muonu tor oxcess Anthmy i1 U, S. Company tullion shall be made only to the

oxtent that it for 1 to purchase antimony for the purpose of mak: sach speoifi~
cation bullion. i . =
3 2 »
Wbenever & cortifisd metallurgical 8 deacrided agraph-1 of this App A sball be made, sppro-

priste sdjustaents in th
next preceding certifi otallirgical inventory. ALl factors cutlined wnder paragraphs A above in the deter-
sination of such provisional allocatione shall be followed $n wuch computations, except thet the certified
wetallurgical inventory shall be used in place of the estimated. innan.

In addition to the foregoing metallurgical 1sions, dd for allecation of fluxing and
diluent coste, computed frem metallurgical nututten. umm mu mﬂw:u ars as follows:

Q) Senp Iron ~ If scrap iron is nesded for beiter furnace operstion '.ho ecost of it will de included
in smelting cost, ht if used a3 & [lux, the eeut ¥i1l be charged against the satsrials requiring
sane, and the tonnage shall bs included in treatnent tomnage for the party requiriag such flux.

(2) Limesand or Lime Rock - A charge will be mads to sach party's meterial vreated for the lise flux
roquired for thet material to procuce blast furpace slag having the srrently desired inscluble

to lize ratio.
{3) Silicecus Flux ~ A charge shall be made to either party for eilica required in fluxing thet pm"-
paterial to produce lesd blast furnace slag of the curren desired Credit

iy snalywis,
sllowed to one party Af excess sflics is ecntained in that party's saterials, to the extent um.
such excess is required for fluxing the second party's materials. The amount of this charge or
eredit shall be based on the loxwst cost of avalladle silicecus matarials.

() Mﬁw-moenltn!tmthgnwlotmumduh”u&lmtolwuu '
the sinter plant and sinter cottrell treater, divided by e total wnits of sulphur
the msteriale treated, and shall de divided between the parties in the same proportiom that the
anounts of sulphur contained in the materials treated for eash party bear to each other. The
remaining 508 of the sinter and sinter eottrsll costs will be divided between the parties oo the .
basis of the tolal tomnage of saterials sintered for each. .. . ,-;_.qé;.x R

(5) Lead Diluent - If materisle treated in the sintering snd blast furcace operation .
of 37S lead coptent, a supply of diluent will be necessary to reduos the average below 378, 1If
only one -party's -mm ncndl 378 \hat party ‘dn pay for the diluent bhave
of diluent sdded to his trestment tounage. th partiest materdal exoseds 378 then ssch will
besr the cost atnlmdmnt mt»wuuummumumwmm.

]
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CRUTRACT - Contimed

{6) Zine Diluent - If materisls, including necessary soelting fluxes and lead diluents, result in produc-
tion of blast furnace slag exveeding 22X sinc cxide, s diluent will be necessary to lower the slag
grade below 22§ sinc oxide. The party vhoss vaterisl causes the sxoess will bear the cost of the
diluert and have the msterial sdded to his treataent tormage, or 1f boitb cavas the uoui then doth

will supply the diluent and have his own tonnage added to materials treated.

SONTRACT_BEVISIO8S

In letter of Mr. G. A. Burt to Mr. K. L. Johnson, dated July 23, 1958, he states: ®The following cutline of sam-
pling and acesying procedures atiached hersto confirms our agreswsnt covering the handling of the varicus
smalting raterinls being shipped by U. 3. cw to ‘l‘wdl l.nd -A.nin‘ ore shipped by Internstional to the
vidvale M1, In some cases the p

th the of Augost 1, 1958 tut in order
to avoid duplicsticon of effort md save opcnung oout-, tho parties have mitually agreed to thess arTangmaents,

subject to change al any time by mutual agresmant”

Driefly, the zateriale coversd by this letter and terms applicable therstio are as followss
I - Kldvale Lead Concentrates:

Weights - Intermational rncdvcd weights and mofsture determination Lo govern.
Swpling - U. 8. Conpany pipe sarpling to govern.

Sarples - One for Internstional, one for 0. 8. one reserve
Asoays - Each perty to assay.

g and .
Repaats vhen in excess of splitting limits, RExchange of samples
sizilar to cold slag procedurs.
I1 - Midvale Swelter Secondery Fruducte:
Weights - International received weights and molsture determinations.
Sempling - U. 8. pipe sazple 1f poseidble. If erusting required U. 3. Company sasple to govern. .
Sariples - One to =ach pacty and one for reserve.

Assays - Each party to assay. Repeat and axchangsd -qu provisions, (Ses letter for
exception om specific metals)

IIT ~ 0. 3, Corvany Custom Faterials:
Weights ~ Internstional received welghts and moisture determination.

Senpling - Intermational’s pipe or mill sampling to govemn.

Sapgles - If U. 8. Company accepts smelter assays no saaple mailed unless requested. Otherwise
one sasple to cuteids assay firm, one kept by Intemational and one U. S, Company
Zor wrpire uas,

~ If shipper accepts smelier assay, mumaucanv- assays govern,

compared 3 U, 8. Compeny using agre
needed.

Assays

If not, assays to be
ed 2imits. U, 5, Cowpany to call for umpire if
(!9. lettor for metals mnd, and axceptions on lp-une netals).
17 - U. S, Company - Pattery Plates:
Hedghts ~ Tooele CAty scale ticket weights or from reputsble Salt Lake City scales.
Sarpling - Internstional eanpling will govemn,
Sanples « lNone unless requasted.
Aseays - Intermational's assay to govern.

V, T & Vb

- apply to Midvale Mill. See audit on thst operstion,

The provisions of Appendix A, Exhibit C, relative to allocation of lime flux costs hnn hcn superseded by o
;ontm“r;pv:::d on page 11 of the Pebruary 1959 Cost $ aptitled "Allocati
uent Cosf

Muu num‘ lnd
Por coument on this revision ses section of this sudit "lloeation ot Ruxing end
Coste™,

of both have nade revisions in midu‘ at settiement ansays for U, S. Cowpany lsad
bullion shipped. See conment under "Products « Ballion®,




¢

statemant, &3 followst
1) Sintering w-nun N

2) Dlast Purnaoce
i bs::‘l‘ 'Krntmt'.rhm. :
o Plan

5, mglml |

The stateaent is & summary of treataent, production and losses of the -utu- plu:t mr‘uw 'y nl;»e\- 1o pounh"
of material, povuds of lead, copper, sine, antisony, bismuth and nﬂu, r-and gold. - ALl !
datawere allotated between the U, 8. Cocpany and International. . S ! .

In suditing the Statement of Combined Operations the Auditor u-—d m& memau eu noﬁm, mmu.
dnventories, were Tegulerly covered on periodic metallurgical socounting sudits and for that resson were unh
ded from this sudit, except for examination of receipts from the U, 8. o Ab the Tequest of the U, 8,
Compeny, International reports menthly to the U. S. Company a statesmnt of ores treated for its acoount, by
lots, Inermich as the total of these lots enter the statewant of Combined Operations, as sudit of tbese lote
39 made to the extent of 25% of lote trested. The larger porun i NM at the Sintering Plant and the ;
talance abl the Blast Purnsca. The sudit duuond run t‘ro-ln um.- a8 yeported tc the U..8.
Company and those taken into the atat . . .

It vas noted that in the Blast Furnace section of the stetsment an u- ot Morray Slag® we tmud. and an ’

terpationsl whieh

allocation mads batwsen the U, 8. Coxpany and Internaticoal. This slag ws punhnoa by In w
bills the U. 8. Company lor its pertion of purchase cost. The mom.un of slag between ihe corpenies was iy
made on the besis of the 4;7 pvundl of lh%r. ores and cadmiua flue dust tr-m at e Nast Purmace.,. e

f4ve zain divisions in this

W ¢

basis for this allocatd 4 in the s Dot was ““‘htbhu.lmt..:.ﬁu
e DR NEE DI X
Audit of the Ststeaent of Combined Opsrations eonnd ﬁu first rm Mn sbove -nonsod 'm Cadxdun Plnt? :
s not in operation mr.\ng Tetruary 1959. m ware fownd to be in
accordanee with terms of ) and Jnove and’
unaccounted for losses. '\‘nm,ent umaps frv- tau five main ‘:mmu- of this u»—t were ochecked to
ocombdn N

Cost Statezents for use in allocating cosis between the

JOKNAGE
The contract provides for treating & saxiwum tonnags of 9,000 tons per month for the U. 3. Campany with certain
provisions for storing axcess over this Lonnage, or for smlarging pl.n 'MW- Daring Pebrwary 1959 the
following dry tons were treated for the U. 8. Company: e . .
i

Sintering Plant
Blast Purnace
Slag Tresting Plant

Totel

Total toansges for other nunths of the combined operation are as followe:
1958

August

TR

S
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Lesd Rllion

Each party shares in the production of lead tallion 23 determined by the agresd method of mua‘ produtt allo- -
estion. During Pebruary 1937 production vas 7,088,264 pounds of tullion. Of this amount U. 8. Smelting Corpany’s

portion s 5,506,725 pounds and Internatiomal’s portion 1,578,479 pounds. lm.hdod in thess weights are lead,
silver, gold, lntbmv and dismmth.

The contract provides for aseaying by btoth parties, ueing the following splitting limite:

€ Leai o0 T .
£  Copper .02 S
Ors. Silver 30 . B
Das, Gold 01 [

S Antimony +08 -

$ . Biswth : 02

This almo pruvides for the uet of an urpire shen results vary hy more than the above awousis. The local manage-
zants kave revised this procedurs as followse:

Arsay determinations are mods on the following metsls: coppsr, antimony, tumsth, arsenic, tslluriumm,
silver, gold, and other vetals in totsl, except lead. After sstilement assays are agresd uwpon for ald
metale except lead, the lead asray 1 urhoa at by deduoting the total assays of other metals from
100%. The contract doos not specify splitting limits on aresic tellurium snd POthers®s By smibsequent
agreement a 3plitting 1imit of .02% was established for sach of these setals. Silver and gold assay
determinations ars wade for esch lot shipped. Assay determinations on all cther metals are sade froa a
monthly composite sawple of shipwent. In erriving at sattlement assaye for any particular wetal the
origing) asswy of each purty is averaged with that of the other party. If outside of the splitting
1init sach party 8 hie ssssy. 17 pot then within the limit the semple of ssch party is axchanged
for that of the o Party and an sssay determination is mads co such axshanged sample. If the .
"Exchange® aesays sre still ontside the split’ing limit, then no further aseay determination 4s sade, -
ut the mean of Internmaticnal's repeat and exchange assays are sveraged with the mean of U. 3. Cowpany's
ropeat and exchenge sssoys. Although silver and gold are asraysd in cunces per ton, s conversion is
rads to percentage in arriving ai lead assay. ?or Pobruary 1959 the settlement assays for U. 3. Coampany

txllicn were as [cllowst

Copper +009%
Antimony 1.4 +
Dleaxvth . . -
Arsenic ) «100
Telluriun J0L2 -
Silver and Gole ',mg%l
ver Go; . .
98
Lead to Palance 28,018
Total 200,000
———

Thwe, even though the contract provides for assay on lsad, with provision for uq:‘rsun and umpire, the above
method 1r used a3 a substiinte.

The contrect provides for an ajjustment of current deliveries of wstal in tallicn as follows; ™At the end of
each calendar quarter sdjustrents of the metal contents of bullion returned to na party during such quarter
shall be wade thuongh the return of metals in tullion in subsequent -shipments, if pnoued, or by paymmt for
such retals in cash veing the arithzetical aversge of the metal prices for each momth of m, -m
proper deducticns from such prices for further treataent costs and mn-pmmu F

The sontract also provides, under sppendix 4, for inal allocations of —m., mdnnn and wetal’ lonu whenever
8 certified rmetellurgical inventory shall be made, and adjustments m fo) wtmeu brvubt about thereby.
To date na certified inventory has been takan, ‘s ,,

Prom the inceptinn of the esntract to the end of Pedruary 1959 there Mvv been no cash paymeots for wotals oved L4
one party tc ihe cther. lowever, pa;nnh !n ind have been rade. In respest to ma, & sufficisot inventory
has heen available te meet deficd sed by more for either party than »as produced by that perty.

In respect 1o cther petals, spe:lﬂuuy bissuth, gold and silver, thers have been some deficiencies, Thus, at
Petruary 22, 1952 the V. 8. Corpany owed Intermationsl 8,889 pounds of bissuth and 191.!36-1;2 ounes, ,0f. sllver,
Internationsl in turn owed the U, 3, Carpany 449.829 cunces of gold. ﬂm‘fi :

contract provislon should be spplied requiring cash payzent to Internationals’ The same would apply to uu 8,889
pounds of biazmth. Comversely, Internstionsl should pey for the gold m the U, & Company.

e - - e -




IERUCTS - Contlaued
1234 Bud'ion ~ Contimed ’

Fessrs. W, . HeSenns and G. A. Purt wers consulted regarding u.xumun of -mx balances between the two
corpanirs. foth sere in agrecrrent that cash settlemente made 1o the near future as it sswmed un-

likely that. payments in kind could be rede, A suggestion vas msde thal such differences as axisted on April

10, 1559 bs liquidsted o coincide with the expeoted taking of & ocertified inventory st that time. Mr.
erma stated that he would consult with Mr. Puge Jehnewn of the U. S‘ Muv roparding w-au for thase
s

At March Ji, 1959 the balances were:
™ed by U. S. Company Lo Internatioral - Blammth
- Mlver
Owed by Internationsl to U. 3. Company = Cold

ERE I
’h-n »§11 apparently be nd difficulty for International to nh\m any 1sad it may ows to the U, 5. Cospany in

quent monthe but repayrent 4n kind by either company in respect to other metals 10 less nrul.n or
irprilatlia. H

Or. April 23, 19%% tr. McFenna conferred with Pr. Rugo Jolmson regarding cash ntumnh for metal owed by on
campary to the other. 1'r. ¥cherna informed the Auditor that Mr, Johnson agresd tha euh uqumzm lbudd
e prafersly after the taking of the expected cartified inventory on W 1, 1 time

z of revised sllocations dus to uss of & certifisd inventery su euu uhht should be
rade um hu.er Fart of May 1959.

.
Avdit of lead tullicn shipmente was mede only on shipments for acoomnt of the U. S. Company.’ ALY dsta were in
$ood crder and were properly mmcorded in "Lead Bullion Productisn auu-m I1. s. m,‘hm' . .

. 3
CopueF Yatte gnd Spiess : T

Copper astte and opciss are Szelting Plent prod d 10 the Beck
preparad ot Anecunds vith entry cr-d.lunl Internstional. At Toosle proper sales entries are made for sach
product. The Statement cf fonbined Operations, mm Furnsce Smelting section provides an allocation of
these products tc U. 8. Company end I This al) 4 ides & basis for computing settle-

smte for U, 8. Conpany” s share of each product. The jJournal muho [ utq charging salss for the U. S,
fompany portion and vrediting ihat coopany.

Works. Setilements are

Audit disclosed Lha' propsr settlenent terns were used in cosputing the U. 8. Company portion of sales noomn‘
o the contract vhieh provides that vhen one set of terms le nsed for satire shipment International is
cozpute the share of the U. S. Coxpany and tender pAymmnl for same, B

Delended Zine Pume 8 . :

Ve

Deleaded tinc fuma sales ware gate Lo American Zine Cospany, Mational Zine Company and The Anaconds Company. This
fume is stored as producel and zaintaihed ap an identifiable finished inventory on plent reports. In this re-
spect AL is Afferent than copper natite and speles which is not carried on phnt inventories as finished pro-
ducts, tut whieh are considered as such only when shipped. Comsequently these ppor mm are carrisd on
the Statesent of Combized Operstions as production items and as such are alloosted to the cowbined companies snd
the eubiiw amownt due the U. S. Cospany 1s settled for. Deleaded 3inc fume is produced ia greater quantity then
10 scld which requires thot a first-in first-out meihod be applied in spportioning the nlo Mn-: the cowpantes.
Tha sale made in Fetruary 1957 sas sccounted for by stock remsining frem 19! and & portion of
Jasmary 1959 production  Bach company's proportionate smownt of production for thess -m.n- is therefors deducted
trom prior laventory belunging to each to arrive at Lor sale. ping. ntry 1s then made
crediling the U. 8. Coxpany for its share and charging Deleaded 2ine I-c hl.u ..1-«

'nn Ioed mnn-ueng have agreed that International may clais 1008 of ldn u American Zine qux (tod2 buu)

pany, terme for sale to these
uu of these two sales are therefore deducted from opvanm sonths
proration i3 made to the combined coxpanies.

S i E

Leaded Zinc Oxide Jales’

Leaded sinc oxide, sinller to deleaded sinc fume $0 #01d from inventory co & tsn&.—h first-out basie relative to
alloention o the combined cozpanies. During Pebruary 1959 a sale of 3,000 pounds was made. The sale was

allocated to the two companies on the basis of each one's pngertmu share of a-pu-m 1958. Meum. A
portion of that wonth's production still remsined on hand st -bmry 2,.1959., . .

!
A
1
¥

»

(IR B -




PLOOTCTS - Conlirxed
Leaded Zinc Ovide $ley - Contimed Co

This zaterial 15 $01d on the hasis of §10.00 per owi, P.0.B., 4, -uah. mwn
emmissions ond discounts are decucted, A statement is sumitted Lo the u. 8. Compeny showing full detadl,
Inscpuch a8 it 18 6014 on ¢t hesls, regerdless of sstal content, the net returm is werely prorsted on & dry

welght tarle to determine each company®s portion. detailed record io saintained, however, of metal content

rmin:nl; in inventory. 12 salea were made on sny other basis than per owt, tb. information would still be
available.

A1l records pertaining to sale of lssded sinc oxide were found to be correct, and emiry erediting the U. 9,
account ¥as verified.

32 Zinc Fune

This fume is recorel Irom the ezeter prior Lo the 89, Mo & 7 of this saterial is regulsrly
earpied, howevtr, an order »as rocisved from the Arerican zm Company of mmu for shipeent to Hallitmrton
01X Well Cerentinz Company, Duncan, Oklshors, The material was -sold at 7.32¢ p'r pound and vas shipped eollect,
- Sizdler Lo procelare on lewdad u.ne ozdde eale, the net return ws pronwl ach ecapany on & tornage besls,
although A net distributicn is availadtle.

The net amcunt due the ', 8. Corpony for this materin) sas noted on the same statesent submitted for deleaded
sinc oxife. The entry to Joumel was verified 17 the Auvditor.

4 13t
The cotputation of lire fluxirg cort and sllocalion of same is reported on 31 of the Petuuary 1959 Cost
8

Latexents. The pethod as herein used differs frem that as muznm in Abit © of the comtrast. Briefly
the method illustrated in the exhibit takes into account the deficienoy of either party's Ca0 eontent in proe
duslng 8 required slag grade. This defiziency is then aultiplied By & m'- por unit of Ca0, the unit cost
being the delivered cost cf lice flux, the cost of sinter mnd cottrell and 808 of blast furnaoe cost, all
d.i.'.ﬂt-\ Ly the ezcese units of €20 (Ch0 1083 In301.)s The method as used sccoante for the smlting cost of

the 1ite fateriad used on & per ton Laels, added Lo Lhe sotual purchase cost per tom.

e Au']d:ur l::, u;iud tbct the managesents of the U. 3. Company and Internaticnal sgresd upon the method pre-
be. used.

The computation of Insol., deficicncy war zade sceording to the method illustrated in Rzhibit C. It was noted
that the estlsated ccet of & unit of sllica as used in the wxhidit vas 22¢. The same estimated cost wes used
in corguiing the Pebrusry 1555 charge. Insidentally, for that sonth Ioternaticoal was mu iy $32.78 tor
ite insol. daficiency and ¥, S. Company vas credited with the same asount.

After allowing for proper charges for lime flux, the balancs of the blast fumace cost was allocsted to the
ccapanies on & tormage treated basis and the Lotal cost for esch company, sdjusted by the insol. oharge or
credit was entered on the blast Jwnace cust statemsnt an the official cost to each ocowpany. .

Moosrs, . J. MeKearna and S0 A. Purt wvers consulled regarding use of 224 .per unit estimated silioa credit, Mr.
Purt stated thnt 'his price vas as accurate 8o any available and that it would contine to be used as final
until & more accurats me would hiscome availabla,

Saehur

The computsticn of Lhe apporticnment of the Sintering Plant cost based 508 on silphur cuntent of materisl trested
and S0% besed on t<ral tounsge of raterial trested wae in sccordance with mtue& provisions & mmmarised in
this sudit. ALl deta were cheched and the cost allocation 'as trsosd u Shuriu Plant cost statement.

Lea o4 L

mm\u hhnnry 1959 the coubined sinter feed averaged 34.)62%, feed of ll- 3, Cospany IV.MBI 29258 M Intere
25,4278, A1) axcluding lesd dnucnt added, . Including some slag added as dilvent the respective
ieummn wers 34.130%, 39,8208 and 25.A27%. It 1s appavent hat the ent was necessary to reduoe the high
084 percentage caursd by treatment of U. S. materials. A ssttlmment was prepared showing the entire value of
this slag vsed 1; the U. S. Corpany. A portion was treated st the Elast Purnace and wvas included ss & portion
or its ?.rul.zmt unmgo oL that plant. The portion trested at the Sintaring Phnt s ladeled u ouch op the
of P » Andioating su use 88 & diluent,

e s -




AULCATICN OF FIULIG AND DIUTYT C0979 - Coutdmued
Jead Diduept - Continued

The sntire turray Slag Durp was purchazed from the Americon mlunc and Rafining Company and is earrhd s an
ascet account on Inlernational's bhookn, desipnated as Miurray Nlag Dusp™. When remcvals are meds for treste
zent at the Tooele Plant the sccount S» credited and ore wresuu debitad. Under terms of schedule in effect
wlth the U, S, Cozpany the settlexment value was orsdited to the International Ore Purchased Account and ehu‘od
to the B. 8. Compaauy, the entire revoval for the month, including that later transferred to nn U, 8. Capany, -
having been charged to the ore purchase account and ecredited to Murray Slag M.

Pleat Purnace Slag for Tebrusry 1959 24d not exceed 225 sino axide and for that resson the contract Provision for
eine dlueat vas ineffestive

2ATYY Hi or v
Myrendix A atates "Cost of operstion of the tadmium plant shall bs allocated betwean the parties on the basis of
Ju tolal eadnduz cortent of materials treated for each™, Since the inception of the eomtract this plsnt hae

ted only eme month, namely Decenber 1958, For that month, the Auditor was informed that the plant eost
n- allceated o3 the contrsct baeds.

oaALLY At

As ncted in the aynopels of the contracl & certified inventory should be taken at December 31 of each yesr. This
was not dons et Deserber 31, 1‘35». Whes conmdted about “his contract provision Mr. MeKenna stated that an

dnvetory of this nalure will Le taken on ¥ay 1 or 2, 1959 with all items of inventory sdjusted to 8100 A.K., Kay
1, 1959. .

The Stateyents of 5282, Treairert, Production and Losses sre prepared in the ssae nanner as wnder the prior spers~

1o exzept for :rear)wrluen er trestrent tonnages, metal content, costs and toll revenues applicadle to tm
treatment of U. S. Company material, In the contract between the corpanies vertain items of sxpmnse are t

borne 100% ty Internatiopal, theredy being luded from all ion to the des cn & tormage dasie. amn;
scwe of these excluded costs sre: (1) pmnmn for wzployees retiring prior to August 1, 1950. (2) taxes
property not used in the cozbine? operation, (3) corporation franchise tazes, (4) 25% of the salaries and

expengea of lnlesv.ational's Ore Purchesing Deparicent in Salt lake City, (5).all costs in comnection with saking
seitlepenia for ora2 and zanzenireies purchased for accvunt of International (508 of salaries and expanses of -
this dejartuent to be Jsenad as ¢05% of raking settlesents), (4) umpire sssays and Toosle lsboratory costs
chargesble to *he purchase nf ores for Internstlonal, (7) outside property axpenses, (8) use and occupancy
ingurance preaiuns of prexitmd on property not vesd in the ccobined operstion, () Internstional Geological

Deparizent expense, and {1C) legal firm retainers and other legal axpenes not applicable to the combined opers-
tion.

To properly show the true coet of truun; all ssterials the Cost Accounting Departaent allocates all costs, ine
cluding those iiemized above, to both Internationsl and U. S. Cozpsny materiale. In this respect the cost dala
arsprepared as though the 9, Company saterial vas & custom material sbeorbing its proper ehare of all costs.
Consequertly the tolls o od {or the U. $. Company portion of irestsent eost based oo contraet) are taken as
eredits to the cost of cperation. This procedure is similar to Lhat used in the tr of sine
on toll st the Montans 2ine Plants of The Anaconda Company. In that operatiom,hovever, tolls are not d-uni.utd

o0 & plant tonnage tasls, it on & fixed cosl per ton of material trested, sdjusted by labor, power and other
costs,

To record the dlstribution of 4olal trestzent ccols including the ten enusersted above, to materials of both
coepani=s, the Cost Accounting Department preperes a supplementary “Cost Basis® memary of uuu for both the
Llesd sad Slag Treating Plants. Ia current mat. m» Mou, including alloestion ot same L0 both companies

wepe traced to respective cost, Lrestzent, prod and lose As these t ts are covered
under work progracs of metallurgical audits previcusly nubum Auditor did not imclude any farther
vorificaticn of dsta, The statement on the 8lag Treating Mant dm-d 8 loes of $164.53 for Ptlmnry 1959,
A Lead Plant estimated profit statement showed a lose of 36 23174 tor hbrury 1959, n.u statement sssuced
salo of lesi at the Zast Si. Louls price of 11.383¢ per pwnd [} mud i bu.aur muag Journal.
.oan ci

Ln &

lio errérs or ‘\honrlnd!l of importance were noted during sudit of the statements and nrk sheets used in pre-
parstion of pullieded metallurgical reporte covering the cosbined operstion.




ZOED

A high degree of accurscy vas evident on &ll reports reviswed doring the
" Accounting Staff sppears to de well gqualified for his perticular tasiks.
¥arcallus CAark, Jaxes lougy, TS Porter, Chester Whitehouss, Alax Jbome and
been inforwed that Mr. David Yurnsu, s forrar employse of the
added to the present staff, st least part tine. He stated thet the
cint in cone of sizkneas or other ) and that 1
15 hoped that Mr. Pumsu’s retwrn ¥ill Alleviate shis situation.

Y

The tnitdstion o tbe ccabined opersiion has throwy an imsensely larger quantity of work wpon the. metallurgl
sccounting deparizeat. A 2runing Copy Machins has been of inestimeble yalus in seving typist and elerisal
help, and xay de of more use in this respsct s the o!\mkq e d. X

Fine cooperation on the part of mmmumuumrmmmmm'uwmt.
. . L . :




