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To the Shareholders of
Anaconda Copper Mining Company:

The consumption of nhon-ferrous metals during 1995 was substantially greater than in
the prior vear. Consumption of copper in the foreign markers established an all- <Time
record. In the domestic market copper consumption improved materiatly over the preceding
vear; hevertheless. it remained abnorma[lv low comparéd; with either the high year of 1929
or the average consumptxon for the five yeirs immediarely preceding 1929.

During the first half of the vear, although deliveries cf <opper.in the domestic marker
were maintained. at a normal ratio. to consumption, buvmg pracicall v ceased:during May
and the first part of June due to the uncertainty that attended the continuance of the
National Industrial Recovery, Act, ‘and zhe price of topper in this.marker, declined from
8.775¢ to 7.775¢ per pound, With the general increase:in business: diring the {ast haif of
the yearilarge sales of copper were made arid the price - adv: an{;et_:l until ag theiclose of the vear
it was 9.025¢ per pound; fio.b. refiftery.

At the beginning of the year it Became evident that. there was an over-production of
copper outside the United States for forexgn markets and, foreign, production was curtailed.
As a result, the stocks-of refined copber abroad; which had intcreased during the first half
of the year, were thereafter matérially: reduced. The forexgrz 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 October; and at the end of the year'was quoted at the equivalent
of 8.375¢ f.0.b. refinery.

The World smelter production of primary copper during the year was 1,575,838 tons, an
increase of 16.7% over production of the'prior year. Of this total 372,738 tons were domestic
duty-free copper and 1.203]100 tons were foreign. Refined primary copper production
totalled 1,530,745 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 consumption in the United States was only 50% 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%. Doméstic consumption totailed 465,600
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tons, é.n mcrease of 32 1% over the pnor year, and was greater than that of any year since
1929. Stocks of zinc in the United States decreased 36,072 tons, and were at the lowest
point since 1929,

The price for silver mined in. the United: States was raised to 71.11¢ per ounce under
proclamation by the President of the Uhited States on April'10th and again to 77.57¢ per
ounce on April 2$th, aad closed. the year at that fgure. Gold remained at $35.00 per
ounce throughout: the year, The price of foreign silver, which reached a high of 81¢ per
ounce-in Aptil, 1933, declined sharply during the latter half 'of the vear. and closed the
year at 49.75¢ petiounce. The prices for non-ferrous metals averaged for <he year somewhat
higher than the averages that prevailed during the priog year.

Prices of thé, pﬁm;ipél metalswere reported by Engineering & Mining Journal as follows:

Jan.'2 High Low Dec. 31 Average
Ccppe:—Dm:y Free .0, Refinery~Cents per b....... ~ 8775 9.025 1975 9.02% §.649
—Expory f.0:b: Reﬁnuy——Cents perib. 6.700 8.7%0: 6.150 8.373 1.538

Lead —Néw Y ork—Cenu perib...
Zinc . —St. LoufsCetits por b2 -

Sitver —Néw York Not. covered by Pres‘den:s
Prociathationsj—«Cents pér 0Z....o... e 53.000 81.000 49.750 49.750 64.273

3.700 4,600 3.300 4:300 4.065
3728 4830 3.700 4.850 +.328

CORPORATE CHANGES

The existing bank loans of your Company and its subsidiaries, which totalled
$39,549,120 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 434% 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 9814% and the commission to the underwriters was 3%. 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 percent (20%) of the consolidated net income
of the Company, as the same is defined in the indenture, for the period of twelve months
ended on the next preceding December 31st. Such consolidated net income is the consoli-
dated fiet income as published in the annual report of the Company for the respective
twelvesmonths period, subject to certain adjustmients as set forth in the indenture. In lieu
of :any such sinking fund payment, the Cpmpany may deliver to the Trustee debentures
to be credited at cost to the Company. There is a provision that the maximum amount
of sinking fund payments required shall be so limited that the total amount of debentures
issued need not be retired through the sinking fund before October 1, 1945,

4.
v




The shares of the capital stock of vour Company were registered on the New York
Stock Exchange and the Boston Stock Exchange under the Securities Exchange %::t of 1934
and the 414% Sinking Fund Debentures were similarly registered on l:'he ;\zewVYork Szock'
Exchange: ) )

Fo]lowing steps begun in 1934 ¢0 simplify the corporate structyre of the Company,
the assets and business of six minor 10095 owned subsidiaries were transferred in 1935 to.
your Commpany, or other 1005, 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 Montang when the
power used wis below the minimum: provisions of the contrace with that co‘m‘pam&ari‘d asa
part consideration the facilities of the Elettric. Light' Départment: which s@pp;{‘e&epecﬁic
tightand power tothe Cityiof Anaconda, Montaaa, were transferred to the Power “Cor‘npa‘.ny.

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 expenses, development and maintenance
charges, repairs, administrative, selling and''general expenses, and all taxes except
income taxes, amounted to $100.266,618.82, compared with $82,053,027.38 for the previous
year, resuiting in an operating income of $27,411,957.86, compared with $17,096,508.06
in 1934. The total income, including other income of $1,011,366.88, amounted to
$28,423.324.74. :

After deducting from income the following items: interest on bonds and current obliga-
tions $4.044.434.87; expenses pertaining to non-operating units $2,403,935.88; United States
and foreign income taxes (estimated) $1,957,992:16; 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 and for depletion of timber, coal and phosphate lands was $8.390,015.79, and
the discount on bonds was $266,173.96, a total for these items of $8,656,189.75, and the re-
sultant net income on a consolidated basis for the year (without deduction for depletion of

metal mines), was $11,313,726.97, as compared with $1,960,093.75 for the prior year. The,

consolidated: net income after deducting minority share of $133,639.52, was $11,180,087.45.

Additional Federal income taxes for prior years plus charge-offs on dissolution of sub-
sidiary companies, less a credit on 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 434%, Sinking Fund Debentures
materially ithproved the consolidated current position of the Company and its subsidiaries
as set forth in the consolidated balance sheet at December 31, 1935. Cash on hand at the
close of the 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 vear, Current liabilities were $10,016,210.18, compared with
current liabilities of $67,645,362.01, including. notes'payable to banks, at the end of 1934.
The improvement in the net current pesition was $66,360,661.52.
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There wete purihased and retired during the year. 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 Burte, Anacénda &
Pacific Railway Comipany. 2 totalof 31,360,000. ‘

The improvement of $66.360,661.32 in the net current position on a consolidated basis.
and the decrease of $1.360,000 in the funded debt of the subsidiary companies totatled
32, -Of this amount $52,525.000 is atwibutable to the proceeds of the

$67.720.661.3
debentures and the balance. $13,195.661,52, is accolnted: for principally by earnings for the
vear plus depreciation charge in excess of expenditures for plant.

Further advances were made to the Inspiration Consolidated Copper Company on its
promissory notes secured by First Morigage Bonds of that company, making its total
liability on notes to this Company as of tie V\c}'@ose;of the year $7.643.000; on which interest
accrued as of that: date amounted to §357.873.08. The Inspiration Company tesumed
operations on a curtailed basis during the ‘m;;ex% part of the vear.

Capital expenditures during the vear amounted to $2,165,432.91, sumrmarized as
follows:

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

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

$2,165,432.91

Seme————

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 goid.

Copper deliveries for the year in both the domestic and foreign markets amounted to
828,389,950 pounds. After allowing for custom, secondary, and purchased copper, the
deliveries were in excess of production and resulted in a decrease of 53,776,871 pounds in
stocks of copper on hand. Deliveries were approximately 36% over the deliveries of the
prior year.

Zinc

Production of electrolytic zinc during the year amounted to 212,055,670 pounds, of
which 49,235,857 pounds were from Company mines, and the remainder from custom ores

6

PNYC 00010065




and &bncéntrates and leased mines. Deliveries of zinc amounted to 197.143.190 pounds
including the zinc used in the manaufacture of zinc oxide at the zinc oxide plants 2[ S :
Chicago, Indiana and Akron, Ohio. The metals paid for in ziac residues and dross Vo[da:o
other comparies amouared to.1.318.274 pourids of zine. 27,103,467 pounds of lead: 348,149
pounds.of copper, 2,374,131 ounces of silver and 6.132 ounces of gold.

Custom Smelting and Refining

The Copper Smelting Plant at Tooele, Utah, of International Smelting and Refining
Company resurmed operations'ln QOctober, 1935, on-ores received.from the Mountain Chy
Copper Company and ¢oncentrates received from the Walker Mining Company, subsidiary
companies of thie Incernational Stneiting and Renmng Compdny.

The Copper Sme!:mg Plant of the Internacional Company ar Miami, Arizona, operited
intermictentlys and its Lead Smelting Plant at Tooele, Utah, and Lead Refinery ar East
Chicago, Indiana, operated on a curtailed basis throughout the year.

Operations at the Raritan Copper Works division at Perth Amboy, New Jersey, were
at somewhat higher levelsithan in the prioryear, - The facilicies for'the treaément of secon-
dary metals and by-produgt me:als at that plant operaited :hro ghotut the year.

The cL(stom smelting and reﬁmng operations, other than zine: produced from the treat-
ment of custom ores and t:oncenrrazes and secondary metals 48,711,854 pounds of copper,

. 52,042,186 pounds of lead (mcludmg 2,127,592 pounds of lead fromiown mines), 2,826, 513

ounces of silver, 63,974 ounces of gold, and certain by~product metals and marerials. The
foregoing production includes production from ores and concentrates received from the
Walker and Mountam iCity Companies, . In addition production froth materials treared on
toll was 75 619 238 pounds of coppet, 2,520,776 pounds of lead, 2.600,503 ounces of silver
and 6,132 ounces of gold.  Deliveries of lead during the year were 68,208,665 pounds, includ-
ing the lead used in the manufactire of white lead at East Chicago; Indiana, plane,

Ores and Concentrates From Subsidiaries

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

Shipments of ore from the mine of the Mountain City Copper Company, located in
Elko County. Nevada, commenced in October. The company holds unpatented mining
claims covering approximately 470 acres and, in addition, owns approxxmazely 176 acres of
patented agricultural Iands which carry mineral rights. The property: is equipped with
adequate structures and machinery 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 Tocele Copper Planti A concentrator for the treatmert of lower grade ores
than are now being shipped, is now being coastructed at the mine.
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The International Smelting and Refining Company, a 1009, owned subsidiary of Ana-
conda owns 30.429% and 61.43 % respectively of the stock of the Walker and Mountain City
Companies.

Fabricating Plants

The shipments of manufactured products of The American Brass Company, (including
Toronto Plant), and of the Anaconda Wire and Cable Company totalled 531,102,747 pounds,
compared with 425,516,899 pounds in the prior year. an increase of approximately 23%%.

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 nicke! 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 Srates.

NUMBER OF SHAREHOLDERS

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

SILESIAN-AMERICAN CORPORATION

Principal production for the year of the subsidiaries of Silesian-American Corporation
operating in Poland was 89,457,039 pounds of zinc, 28,185,811 pounds of lead, 1,693,956
metric tons of coal, 42,453 metric 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 hereto as a part of this report a Consolidated Balance Sheet showing
the finaneial gondirion of the Company-and subsidiary companies. at the close of business
December 31, 1935, together with a Consolidated Iacome. Necount and a ‘CorsSlidated
Surplus Account for the year, certified to by Messrs. Pogsor, Peloubet & Company, Certitied
Public Accounrants.

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
Consolidated Balance Sheet—December 31st, 1935

ASSETS

FI‘{ED ASSETS: .
Z ciaims, water rights and ands for metal produci"g and
i 27 21305 —s8e 1088 Ginceveerecocnrenne

s, rimoer lands. phosphate deposnsar‘d day xanda——-see note G !, S 9.629.328.09

bt

Les:. reserve for-cepletion 1.970.911.20 7.658.418.19
‘g5 and machizery at mines, reduction works, refineries. manufac-
Slants. sawmyils, foundries; wagerworks. :zeamsmps afid railroads
g eailrgud concessions 1o tié extent of $988,719.83)—see rote G 5283.398.333.24
Liss .esehe for degreciatioh: 136,497.350.68 148.200.982.36
Patents. 6.105.00
Invgstmcnts:
Sgdurities of subsidiaries not consolidated—see notesCand F ... § 15,444.350.89.
QOtfer 'security investments—see note F. 13.525.853.01
Ird‘ebtedness of subsidiaries not consolidated—not current.. ....ocoennceee 744.129.03 © 29.714.341.93
DEFERRED CHARGES:
ing and development § 7.729.,643.81
d ekpenses. 267.047.20
: ed éxpenses 408,131.98
Discbunt and expense on bond 5.064.495.66
CUREENT AND OTHER ASSETS:
Curnn: dsaets;
Supplxes on hand—seenote E. $ 12,289.332.82
Meétals and manufactured products:
1n process—see note D 5.349.924.97
Finished-—see niote D 30,684.213.20
Accounts and notes receivable—trade, lese reserve.. . 8,489.376.26
Indebtedness of subsidiaries not consolidated--current. 296,352.07
Marketable securities—at cost (market value $816,699.28) .o ocoormnurnes 1.410,008,19
Cash 17.869.122.46  76,588,329.97
Other assets:
Ins!allment house and land sales and other acoounts receivable, less
reserve, 3 1.049,697.31
Advances to sundry mining companies. including advances on ores. less
tesarve 290,076.33
Ores produced during dev 1t period not being currently treated
during period of curtailed operatic note H. 1.390,647.92
Cupriferous material held for future treatment—see note [._ —  3.336,346.76
Nbtes receivable of Inspiration Consolidated Copper Co. and interest
dccrued thereon secursd by First Mortgage Bonds of that company
in the principai amount of $7,643,000 (being total amount of said
bonds issued) 8.200.873.08

B477.206,617.35 -

13,469,318.65

14,267.641.40  50.885,971.37

See explapatory notes, pages 13 and 14.
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ANACONDA COPPER MINING COMPANY
and Subsidiary Companies
Consolidated Balance Sheet-—Decamber 31st, 1935

LIABILITIES

CAPITAL STOCK of Anaconda Copper Mining Company:

Authorized—12.000.000 shares of the par value of 330.00 each f
38.919.086 shares $443.934.200.02
12.237. 0

OULSEANAINZ i e+ o

CAPITAL STOCK AND SURPLUS of subsidiary companies owned by minority interest.... £557,164.73

BONDS QUTSTANDING:
Anaconda Copper Mining Company 41:%% Sinking Fund Debentures due 1950-—s¢e note ] $33,000.000.00
Chile Copper Co. T'wenty-year 3¢ Gold Debentures due 1947—see note J ... ovvioreneremioenecnne 26,574,000.00
Butte. Anaconda & Pacific Railway Co. First Mortgage 37 Sinking Fund
Gold Bonds, due 1944 (guaranteed as t6 both principat and interest by
Anaconda Copper Mining Company)—see 10te J.o e $1,588,000.00.
Léss held in treasury. 85.000.00 1,503.000.00  83.077,000.00
RESERVES:
For repairs, r is and repl 1 § 390,800.63
For workmen's compensatian insurance. etc. - 532.391.29
For contingenci 275.000.00

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 intersst. 1,323,745.86

Other accrued liabilities 193,597.89

Other payable. . 17835429  10,016.210.18
DEFERRED CREDITS TO INCOME. 242,490.20
SURPLUS. : 48,163.630.24

$581.531.907.87
[
See explanatory notes, pages 13 and 4.
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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,
sellivig and g.eneral expensesand takes except incotme tiaxes—sales to the extent of current.

production being applied at current cost.... 100.266.518 32
Incorme from operations of mining, smelting, refining and manufacturing plant&.....oee..o... m
Other Income=Interest and dividends—see note E .8 6341483

—Miscell income. S 21872429
~~Profit o sale of capital assets.... 1284977 1.011.366.38
Total Income. . 3 28.423.324.74
Intereston bondg aad current obligations. ; S 4.044,434:87
Expenses pertaining to non-operating wnits . 2.403.935.38
United States and Foreign Income Taxes—estimated 1.957.992.16
Loss on bonids retired : . 47.04511 8.453,408.02
§ 19.969.916.72
Provision for depreciation and obsolescence. $ 8,315.457.67
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  8.836.189.73
Net Income without, deduction for depletion of metal mines. ’ 3 11.313.726.97
Minority share of income. 133.639.52
oo N o Smw s

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

Surplus, December 31st, 1934, $37.248,060.14
Minority laterest (deficit). 400344  37.252,063.38
Consolidated Net Income, without deduction for depletion of metal MiNes me oo 11,180.08745
$ 48,432,151.03
Deduct:
Additional Federal income taxes for yeaxs 1926, 1928 and 1929, less refund, and interest.
accrued therecn § 496.196.63
Patent rights and expenses in connection therewith of a wholly owned subsidiary written
off on dissolutioa of 97.736.68

$ 59393331

Less adjustment of reserve for deferred paymeat under power contract....—. 325.433.12 268,500.19

Surplus, December 31st. 1935..._ $48,235,924.00
Minority Interest (surplus) 7227325

Consolidated Surpiun, December 31st, 1935 $ 48:163.650.84
) e ————
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NOTES TO CONSOLIDATED BALANCE SHEET—DECEMBER 3tst, 1933

NOTE A—~PRINCIPLES APPLVING IN CONSOLIDATION
d

s juterest i subsidiaries Where Lre incerest niméd. ‘directly or through ather e i

43 of S21d slitsidiamey asLniey 20pear spon i€ Sooky of waud suhs:dm:\e:aa!r:;ul;mé‘xi lz;!j’nd,ezsa s
2 Sheet, except b mail subsidianes more vvan IS gemed; the operatiod: “mich-are ot an 18gT:
Lhe operationy ot zhe caﬂsouda(ed :'qupr are :: ed A8 investmefLy 1 L Consalidalsd Ealznce Sheet, Th 1 ‘;‘ 3'
1diarey. che 3¢ theCaonsolidated. Bilance Sheu Accountd of subsids mu A
iriterest ni.iess EhaA solidated; nd theisnares owied in ¢ e cartad. 2.
soidated Balanc : qdad” to'mean corporaugas "lhh:h a
the Company or L‘UC\aih oL e sEock 1gtersst o the COmpany 13 more ¢

~.urparmons in which

NOTE B—~BALANCES IN F’OREIC\ CURRENCIES «
Casny balarca in foreign currencies zequivalent to $366.665.69 in United States curtency) are converred into dollars it 2 -
Sse sFective at December 3 ok 1935, Curpact asets snd nadiies sbine Toronio slant of \m::"ndzlf\men“un e':a:f: e e o g
curren:)’ and haye beer :unwned 1. ouz.rx at tales not 1a exdess of rates clrranr at December Jlst. 1935, it
Co; ,u,ud at D r 935 fo# ac CE4: Covering. f::mzn sales of S0l per discay if thelordinary: Ea 3 Y
vangus, Bz.aks.on the u By of wm:a T aave diready Beemtedeivediand fozmnzniz comrm(np::u o ot mfi' m:f«'fié’lw?'léﬁ

¢ mpany:rxxhe,xmuc h 2o b 1 arte anda Wire and Casle Con M. in City C
i Campanw :md \ne,;glx dnclm!o dat i +d ¢ ote Alhad. Oiacen Jise. 1035,
ce'the diites of arqlisition 1 e r:w Lpf el : s¢tiButions;as shown BY Thebooks of sud uges: daged
J'-‘ ¢ gy idjugted for sudh decrease. : !

e caxwi 00l ushuwn n z‘xé ‘Consglia,

2l : nrac(ind Jlead o L dj et 1: 2in o
tallic rerc: dni By are; clasu; 34 metd) m Drocess, Bnlslg’.; d PV
‘s‘nmduceé ge-4 cnpaecu.en Lhmwﬂh or thereiram, including stock 11 pan‘fg

2 p!te’" loct
SLer.Cop| el
q‘!hcm. and deber siroe

ek uwbeldw the «tmﬁlem of gutrent miarkes for metailic content ot‘ wch inventoties;
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ndduwudﬁcd syubsidiazies and ocher security investments are carried at cost or les. such coet being cash cost, or:

exchange for property tnmle:m by the Company or & consolidated subsidiary, the coet of such property 1o the

Feciation to dace of transfer. aad do not sodicate curreat values, Otber security ifivestments 1aciude shares of
paay caeried at 8‘0914.107.“

A2 {5 EQUIPMENT—-BASIS OF VALUATION
pmedt of the Compeny are cartied 3t cash oot of iG the case of physical properties acquired for stock of the Compaay at

e flsubudhrles {th of which are included in this C i Bahact Sheet) are carried it the difareace
Bags foe her-a-:uvu baidiary a1 sev forth beiow. and (2) ali net aseets (other than propesty. plant and equipment)
{ime vh(q ity accoutits 'ere arst m:Iuded in toe Comactidated Balance Sheer c[ :he Campany aad bsidianes, m wrch
Kjlient acquistions, Such invescment basiuig the cash com to mc consolidated group of the stock of the r e
bere Lhe sime was dcquired by the group for cash, or where the seme was acquicsd By the :anseudued Iroup
vuuc ol LhQ :v.cck of e Company, sxcept as to mn«uu o«' Ande Cooo« Mining Company 2ad Santago
pectively. for shares ef their apital ook, R properties ace inciuded 1o che Consdldated
Lxe -hm ‘of those comipanies imued therefor (u.. )25 per shase), amouating in the case of Ardes
and s the case of Santiago Mining Cngrav 19 70.568 shares. Of xaid stock of Andes Caoper
ahiizes were acquired: by the Comosay fubiidizries at less (haa the original par value thersof
65,431 shares were :_c« uired (i x'ua) by the Company &t less than the originai par value thereor.
were

Dany and cost thereat Ls 13e

red

@ It

, Sogaimently applied 1o its own thoes of the stocks of which have been a
-dm Com}q nmi Balance Sheet, te carry Pru v, Plant u:d Equipment s described above. P
drdud Sae reasury Deunmunr.. va]uauou as of Mu::} Ix, 1918 of muning 28 | pe:‘ua :u.c: o‘m:ehndz
jpirsoes of camput; asa ' in arriving at waxable indome uader L
igthess valuse u’ Mb«nxncluded in the pub of tbe €

the pruucc of hot deducting any amoust for depletion on account d metals mined in 2oy of its publaned
iniscladed xay of the fnancal statements submitied Berewitk,

v and phuahau {udl. been deducted from lncome in the Srandal satements subm.iiad

&

'Mm‘u{ Llusbu coal, ela
o basy mows (o the Consalidated B ) ro s books

X idi ‘published, ¢ jon regerve, shown o the bocks -t The

‘“‘k‘c°ﬂ"£‘ny s of the.dage £ ciicms he o were scquired by the Company was ded., ed

 of those|companiesia e Comlzd.n Balasce Sheet a5d was ot included ia desreciation &
i ce Sheet inciudes such accumulation in the depreciation reserve.

ich such fized dsseta an u.rned. ace does it afect consclidated-surplus, of aay item otaer sag Loe

Teserve.
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Cmnn transfers between the accourts “Mines and Mi
ect 0 10 (3 Consolidated: Balance Sheet. T4 nstsL en
a( wHien Propenty, Plant md Equipment are carned nor Go s
caton raserve.
.3 The vaiues of Property. Plant 3nd Equipment are shown o tae bases dbove set. forth 2ad do dov indicate 4 25 a i3t
S urtent Spprasate 3 cats crrent: valyes which con'd Ye establisned

. “Plant and Equipment.” and R:serve {or Depesciation” ‘nve bem zneu
iy 3 tracsiers sesween trese ¢ acipurnty and do not aidect musung
e conscudated surpius cr any wem otner thaa fxed assets md <epras

NOTE H—ORES PRODUCED: DURING DE“ELOPV{E\T PERIOD:
Ores_or uced during deveiopment Jered not Yaiog currently treated are carried at.cose of exuraction which i less than a conservatively estimated rea'uasie

e.

NOTE {—~CUPRIFEROUS MATERIAL
< .L;m:erau.-l arerial e for?

sture trearaent is valued at Uited States Treasury Dcummm valuzuion forincome tax.ourposes. ¥huch i3 3o
aiue of e recoverable metdis contained tRerma 3t curent @

12t prices after deducuiag Lreatment b ey
...e C\.rr-paay. metai gnces ucuag Lreal <O3Ls, Boea as estimaced by metalurnists of
NOTE J=SINKING FUND REQL!RE\{E\TS
& 1derthe suing faad. sravisinas of the mde-uare crwe nuhe $55.000:000.4 34 Sinking Fund Debentures of Arzcnnda Coopet \Lmr‘ Camm‘w
Companyisall ve . »z ted 3n. Augy: iy nd an-Adgu; ek ar ucn year theteaizer, 105 ing Augyst yHen,

T":sze!.‘ tor-tite o

1

ne st k:mnunq mr me retirEment 8 debendurn 3. lmbu'ﬂ equal (L EIR 900000 piysi 20

1 theiadentyrs) foF the Deq Sf twelye m;
to te

ary 3y
e Fifree o eben‘uew 4:«;::\& by the Truslee wa .xeu of &8 Amount of cash eQulL w ue ;mr:»aue
€1 gaid by treCampzny 19 the acauisitisn therfol.

v oF g, [or itiie Higue of Chile: Copper Co; 57 Debemum requires the tedémdtion of canzeilye
ot’debenures 10 4 ‘eal] forl redemption of ca.nceu;uan of 31067000 principal’amoyst ot deoentures againg
480, 1 depplie ecermber ST 0935,

L’udeﬂth smmnx“ﬁmd Brovision Sf Lhe sRdektire sroviding for che'issue of Firsd \(nrmes Sigking Fued. Honds of Butte: Anaconds & Pacific Rail-
way Co, the dnnugl cass stoking zuad‘ ba muuier 193 %alf armoliot to $£02,000;

NOTE ?\.-—SL RPLLS .
locicded in Cwnschdaced Surplus.are: raj A credit of $21.909,539.77 'ansmx from inclusion i ;? Cunsohduzd Balsnce Sheet of assers and liabilities of Andes
Coprpér: Mining Comipany at the amodnu snown oft 1ts biogks: “see Note (). ihyia credit of $1.519.565.66 annag from acquisition it 1930 6¢ Aunonty
Mmm( Company issued fdr property dad carred at their oﬁr value. sud amount represenung the sxcass of par value Sver zcsus
agast edit.or $20,816.13849. being the excesy of the procesds of the ruue of 3.109.598. suharu of atock of Company gver the sar «alue
L‘(emx and': dx A-charge of $11,907,398. g discount Xnd expense v througt fuads
D asy oF K'above refi w. See DaragTILa (¢ ol 'Note G'as 1o pnsucn reatdm: dealeuoz N

NOTES TO CONSOLIDATED INCOME ACCOUNT—YEAR ENDED DECEMBER 3ls7, 1938
NOTE A~-BASIS

Baais i3 saina ay ses forth in Note A to.Consolidated Bxlance Shm The equnv of the Companyin :he income o! four small subsidiaries mors chan ©
ow;\c;i the ogsnucm of waich are fict anintegral par roup, for the yeas ended Decamber 3lat, Lo.vs
0 L2456

NOTE B—I\TER CO\(PA\Y SALES AND PROFITS

Sajes e beenieli ed and the salex shown in the Consolidated Income Accouat include only sajesto otherstiaa
Compmi' and cnuschdu:d iubsldaanes.

Intercompany profits, where these acs mauml have been eliminated in :he Cnn;uhdated Income Account. The principal intar<ompany tracs.
are saiesiof cpper and other metdls 1o 1aciude 30 far a3 15 ascertanadie.
o iatericompany profit: .
ny nrems resulting lrom aind sales of supplies and furnishing of services and ia conaectisn
with fefitung aod smeiting: operations are act n-mem.l in amouat znd have act m edmiraed,
NOTE C~-COST OF SALES
The geneml aracuice of iaventory valuation foflowed in the year ended December Jist, 1935 was 4 follows:

12 aucertainifg cotisolidated income aunnl the year 1935, the Consolidated Income Account was stated o the besis of last-in first-out. that i 3oply-
rrent cost of metal arodUcion Lo daler to the extent of current producticn and sales in excese of current production were carmed in the Luas
wud.ned Incoma' Account 2y the iavestory com. suck Sost being the same as Cha iaventory cost used {or Balaace Sheet purposes.

NOTE D—DIVIDEVDS AND EARNINGS OF PRINCIPAL UNCONSOUIDATED SUBSIDIARIES

No dwxdend: were pudto, the Company by ddy uticonsolidated subiidiary dunn; the yemn 1935. The amount of the Company's proportion 2f the com-
n«s uet, cucrent earfungs of the Anaconda Wire and Cable Company, Mountan City Copper Company and

: alker Mining Cumpaay) and’ the four Usconsolidzied: subsidiaries rcieavd to iz Note A unowed 10 $761,742.73.

NOTE E—!&TEREST-—INSFIRATIOP{ CONSOLIDATED COPPER COMPANY

There is iaciudéd (n laterest and Dividends intarest on notes of {aspution Coasclidated Copper Company, in the amount of $433.085.00 for the year
ended Deceniber Slst, 1935
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To the Board of Directors,

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

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

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

transactions.

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

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

POGSON, PELOUBET & CO.,
Certified Public Accountants.

New York, March 12th, 1936.
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