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pqmcd b) Im'mcml smrcmcnts and thc rcport of your uudxtors Messrs Bnrmw W uic Guthrxe md Compfmv

i Earnmgq and Sales

LR ,The opnr,\txons of the: }enr xesulred in a net profi¢ of $2,780, 931 02 bcfoxe pro»mon for deprca ation, de—f
[ plenon and similar, charges. This is a significant figure, e\cecdmg that reported for any year since 1926. Afrer
~deducting. Sl,(lZ 168.71 in respect of depreciation;, dcpletxon prospecting expenses, 'md losses from abandon--"
_ment or sale of L.lpxt.ll assets, the company showed a consolidated net profic of $1,168,762.31 equivalent 1o
+:$1.30 per share on common stock outstanding in the. hands.of the public after pmvxdmn for dividends of.$6.00 -
.~ per share on the preferred stock. Depreciation-and depletion provxsmn for 1939 is more than-double thar for
1938 due to mcrc.tsed productmn and additional depreciable properties ,mquxrcd The charge for abandonments,
prospecting expenses, etc., is also Lonsxdcmbly larger this year, resulting in part from the deferment of certain =

" projects, continued devclopmcnt of which does not seem warranted at this time in view of the acquisition in -

11938 of additional oré reserves. For the first time the operating results include. the earnings of Northeast -
- Oklahoma Railroad ‘Company, the entire capital stock and funded obligations of which represent an invest-:
~ ment of $1,070,500.00. The net- inconie, after all charges, including interest of approxim: ately &,45 OOOOO
. receiv ed by your company on the foregoing obligations, was in excess of $81,000.00. ,
' “ The results for. the year vary so widely from those of the preccdmc,' year—when a net loss of $488, 732 68

- the resules for the year 1937 ure ‘patticularly compamblc Hence, in the following condemed st ucmcnt are -
B Y escnted the oper.mng results and avernge meta] prices for the past thrce vears: '

I L L S R 2T S 1> A
\ ,j‘?}:f'.:,\u sqles,..‘..-; ...... IO AR A $25 914,411.30 ©  $17,124,772.65 . §24,679,262.05
o Pmductlon md M: muf.lcturmq Costsh_. R S 21,104,655.86 - 14,948,000.72. . 21,232,491.33

Gross Opcxntmg Proﬁt 4,809,755.44.. " 2,176,771.93: . 3,446,770.‘72:

" Net. Opemtmg Incume

Northeast Oklahomq Railroad. Compmyt ;

zaz 482, 47* S ,46,313 28" 14 789 77‘};

2,760,931.02° © " 297;975.06 = . 1,354,946.03
1,612,168.71" 786,707.74" 1 966,165.21

Net Proﬁtoer:for Year A CULUSLIGS,T62.31  §488,732.08% . $388,780.82

' ---h;'.*Irzlzcs denore red ﬁgurcs

o "'Average Metal Prlces

“was sustained—that Lompqnson with 1938 is of little value; whereas, b) reason of the similarity of sales volume, . .

.;;::‘Sell ng, thppmg, Admuustmmc‘md Gencml E\pmses 1,972,485.18 . 1,925,110.15: " 2,106,614.46 S

Mmmg ‘and Mmufdcturmg Dwmons..l. s .. . 2,837,27026 : . 251 661 78 i ‘,4,1",,,3{‘40,156.26 R
Cliiiii L 0226,143.23 CNocIncluded} (NotOwned) = "~
30041349 2L6LT8  13H0156.26




S on

Ner sales for the ye'u' aggregated $25 914, 411 30 i comparxson with $17 124 772 65 in 1938 (an increase of o
I apprommatcly 519, and $24,679,262.05 in 1937. . Sales ronnage offabrxcated products mctezsed zbout 16% and-» 2
e of zinc concencrates md meml approx:m.ltely }00%

‘ The 1educt:on in tarx[f of 20% increased the. xmportnt:on of zidc, $0 that the p

i $4 50 from.
““'end of Seprember stood at $6.50. The increase in price is largely attributable to low i inventories of, domestic

‘ consumers who became: conccmed and’ somewh‘zt antrcxpared their requirements. . ‘During the Incter quarter@‘

ice of that metal ‘was onl;,

nd $6. 52 for 1937, The pnce of. Iead
“year. ‘Tt was. advanced 10 $5.50.in Septe,, ber and held at that level for the' remamder of the'year. The; average
rice for 1939 was $5.05 compared w1th'$4 74 for 1938:and $6.00 for 1937. Tt will be observed that, during .
the greater part of the year, metal prices were comparatively stable, which, as mentioned in previous reports,] L
“'has a favorable effect on operating resules, “Manufacturing operations were consistently ahead of the previous - .

“vear, and the earnings from these divisions were the largest for any ye:tr in the Iasr ‘en :md represented the.
: )'m Uor pomon of the net earmngs for the year. : i

Taxes

U T.l\CS p.ud .md ncuued in 1939 were in excess of $775 000. OO or :lppro:umately 85c per share Of this
& tor al $243 OOO OO rcprescmed the provxsxon for mcome tues Socnl Securx ty taxes accounred for npprommately_ﬂ 5

D1v1dends o o >

R Dmdends h.ue béen regularly p:ud on preferred srock durmg the year, and just prxor to. the year-end a
- dividend of 20c per share was declared and paid on the common stock. In view of the substantial improve- -
. ment-i in the financial condition of your compary, it is hoped th’tt net e"trmngs durmg the forthcommg year‘

will warrant pwmcnts of d1v1dends on. the common sh1res - : :

Balance Sheet

; Nec workmg capltal at the year end amounted tor $6 987 188 57 :md the current ratxo ac December 31 1939
“was approxxmately 4.9 to'1. S :

2 In revxewmg ‘the’ balance. sheets it'is 1mportzmt to have in mmd the mdebtedness incurred. j just: prxor o
o the dose of 1938 in connection with the- acquisition of Cornmerce Mining and Royalty Company and Northeast -
i Okhhom1 Railfoad Compzmv _All of the outstanding’ shares of these companies were purchased on December - -
© 28, 1938 for a cash’ conmder.mon of $5,127,000.00 and an agreement to pay an additional $4,750,000.00, thhout-ﬁ 5
- interest, when as ‘and if realized from 60% of the operating profits of certain specified properties acquired in"
~the purclmse To ﬁn.mcc this purchase, your company increased its bank loans by $4,100,000. 00. During 1939 e
o this mdebtedness was! entxrely liquidated, and at the end of the year total bank loans stood at $2,500, 000.00, "
- of the same amount as puor to the ‘purchase of the foregomg properties. In addition, we paid approximarely ‘'
$484,000.00. on-the contmgent obhgatmn assumed in connecnon ‘with the acquxsmon leaving a balance of IO
$4,266, 176 57 payable out of future earnmgs : : o - P

The foregomg payments ‘were made possxble in part, by a reductlon in- 1nventor1es of $1 456 665 79 or;"'
1pprommntely’ 21%. The, reduction’in quantities.is substantially greater, the metal contént having been re-
duced from 76,320 tot at'the begmumg of the year-to 41,975 tons at the end of the yeat, or 34,345 tons, equiv-
alent t0 45%." . The® aggregate ‘values did not decline proportionately, largely because the larger percentage of
the inventories was'in_the form of ﬁmshed products This reducuon in mventones is in conformxty w1th EE
i pohcy made p0551ble by the 1cquxsmon of adequate ore reserves e ¥ oA -

Mmmg Operatlons e

: The mcreased demand for zinc products made poss1b1e the largest productwn of Icad and zine concentrates .
" in the hlstory of the company Ore received at our n:ulls in 1939 amounted t02 910 000. tons, of which our -

, .;Z’qgt er

i of the year the price declmed to $5 75, ¢h 'average price for the year being $5.11 compared with $4.61 for 1938_
ctuated berween $4.75 and $4.85 durmg the:fitst exghr months of the v

Jahuary through July.. Immiediately after the outbreak of war, the price rose rapxd!y and by:the el




its hfe S

3 Centml MxII recelved 1, 881 000 tons. . At the end of the year. thxs mill was handlmg over 10, 000 rons of ore- .
N bearmg rock per day. Production of Iend and: zinc corcentrates at-our mills in the ,Trx»Smtﬂ District of Ok!a- '
. homa Kansas and stsoun tomlled 193 697 tons in 1939 compared thh 104 305 to1 in

|

It is hazardous 0 a attempt to forecast the results for the commg y,.ar althounh present mdxcanons are
- that this may | be a successful year for your. company: Current prices of zinc and lead are higher than they were
Lotayear ago and the present rate of consumptxon indicates that there should be no immediate weakening in
Pl R T these prices. . However, so long as‘the’ present ‘low tariff on zinc obtains, any increase .in domestic demand S

Lo oteUeEe carries with icthe threat'of further importation of foreign metal, vhich would affect not only: the earnings

CINCINNA'I‘I Os=ro.
_' February 27,;19%0

'Wlth the approval of the Board of D1reccors., s

JOSEPH HUMMEL _]n
: Premlent

| 'WiLLI’AM R. DICE

Executive Vice President

- -of the company but the w‘lges of its employees. The results actamed in 1939 were in large measure attributable
Lt the excellent cooper‘mon .md fine spmt of loyalty shown by the entire personnel throughout the yc-u'

Your Dlreccors and Ofﬁcers feel that the results and accomphshmencs of the year ful]) [ustxfy thexr action :: L
. in expandmg the company's ‘mining operatlons——not only-from the standpomt of earnings, but in extendmg, :
“We arc consrantly smvmg to. eﬂ'ect operating efficiencies and to develop new prodncxs :md 1mprm ed.z,
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~records of thosewcom
‘decmcd 'lpptopnate SRR

BARROW WADE GUTHR!E & CO
; {EsTABLISHED s83) 0
ACCOUNTANTS ARND AUDITORS -
ONE NORTH LA SALLE STREET
CHICAGO ;

i

i In connection thcrewxch we have rev1ewed the system of mtemal com.ml and the ac-v

~ counting procedures of The Eagle-Picher Lead Comp'my and The Eagle-Picher Sales Compmy, ’
“and, without m.lkmq a dct'uled’audxr of the transactions, have examined or tested accounting
‘ ; ‘ther suppormng evxdence, by methods and to*t‘xe extent we -

anies. and:

Thc ‘1ccounts of The Eliqlcﬁl’xcher Mmmg and Smeltmg Company and’ Subsuh:mes :md

N orthe.tst Oklahoma Railroad Compmy, as-examined and reported upon by other independent
K accountmts, lmvc been mcluded in the accompzmymg consolidated statements. o

Inventorxes on hnnd ar December 31, 1939 were determmed by the compames of then' :
. 'agenrs and confirmed by them as to’ quantities and condition. A substantial pottion of the
-+ metal content of ores, metals and metal- bearing products’ represents estimates based on estab-
' lished metallurgical formulae. Quantitative tests of other portions of the inventories were =
' made by 'the independent accountants; insofar as was considered practicable but not to an
_extent chzu: could be consxdered substantml venﬁcanon ‘of the total 1mentor1es.

‘ In our- opmxon the accompanym J:4 Balance Sheet: and related Proﬁt and Loss and Surplus -
Accounts ipresent furly the consolidated financial position of the Compames at December, 31, - -
. ‘;’_;’1939, and the results of operations for the’ year then ended, in conformity with generally ac-

o v.Cepth acdountmg prmcxples apphed on a. basxs con515tent thh that of the- preccdmg year. e

" ACCOUNTANTS AND AUDITORS .=

L We eh:wc e\.lmch the Consohdated B'tl,mce Shccc of The E'igle Plcher Lcad Comp'my -
“and “Subsidiaries, as. at December 31, 1939, :md the relatcd Consohdated Proﬁt and Loss and
_Surplus Accounts for the year rhen cnded :




. i LNDLD
DECEMBER 31, 193

: .Emesxz

b Selling ‘ el $838,481.77
R NERI SN ,_'Trafhc Wuehmmnq md Qluppmq ST 233,697.41
G T General and Administrative. i 0 0821,973.30°
‘ 'B xd .chx Prmme

CONSOLIDATED PROFIT AND LOSS ACCOUNTS
;‘For Yearﬁ Ended December 31 1939 a.nd 1938 :

e -‘$25914411 30
21,104,655.86 ¢

; DLhreu mon TR e L .4',809,'755;44’ L

: 5795,306;383

. 234,530.34

©832,347.14° -

s Rccoxfcncsv...{.v...‘_’. L 78,332.70 - 4,972,485:18+% - - 62,926.29

STy

14,945,000, /21}

1,925,110.15

R BT N} T Opmnmo INcom. befoxe Depletlon md
! IR Deprcumon g

% .-o‘n}gn' I'\’r'éb\ _ RRTE TR S e
Royalties. oot los e 105,059.44 -
“Interest and Dwxdends..};‘ ..... RN 15,50802)

k . IR L i, Mmmg and Mmuftcrurmg ...... T o R : 2,337,270‘-’26 =
‘ LIS RS Norrhe'lst Oklahoma, Railroad Comp any. L 226,143.23

©3,063,413.49

3542326

©10,695.39°

. 89,999.47

o 136,118.12

o Lesies

\/Ixscdlmeous..‘..'".-.'f.".,.'.'._..‘.{k..V..‘..-.-~ ...... C32,907.35  153,495.00 .

302423450

Cremen

©3,216,908.49
192,673.99 00

6035827

| 136,349.47

© 387,779.%0.
48,536.66

. $1,168,762.31

*lzalics denote red figures

T 251,661.78

| 339,249.24

s




R R 'THE EAGLE-PICHER LEAD

CONSOLIDATBD BALANCE SHEETS

DECEMBJ,R 31 1939 DECE‘ {BER 31 1933

Cauh in Bzml“ and on ‘ S I 132 400 79"‘_ R S 1,:383 033 16
Ausunts and N te 82 498 631. 62 i 8 2,67.2'-816;38
\ 189,684 .87 - - 114,575.37
688,316, 4' 2,784,151.95
'310,939.51 " 2,377,376.98° . 322.414.63 2462 037. 32
, S o 5,831 TR R e ,\148 69
nventorics 6 ke T T e e .

bn con- i

SR lmshe(l Pr o

andlse

tal bo.mnr,r ] rodm s \‘}ﬂucd o
rice of metal content; w hich--
at Deceriber 31, pluqi manu-

at wsL or markc,
ever., was: lower:

fmunnm ‘costs ! on: Matcua]b m Process and . -l S A Co
“Finished Produets, oo 0 1 e 4252788 T4 . °5,778,043.75
Oth('r Merchandise for I\csalcfat CoSti UL h by 490,108.83 - = o : 36-2',882.83,;___ : o
e T AR R e B e - 4,742,867.57 0 o 0 20 6,140,926,58 v e dT 0
'fM:muf:\'cl.uring Supplics and S 502,168.02 . 5,245,035.59 « - 560 774.80 +6,701,701.38.
n S e 8,780,145 ()7 w0 10,752,840.55
O'lIIIRA\NI TS e M e : LT A TS
~Surplus’ Lqmpment 1\( pair P‘xrtq Supphcs, etc. e 193,644,490 T ' 147 183.92“
Employees” Loans aud Expepse’ Advanccs.. e oL 020,322:048 0 T 27,293,440
I\lxscdldneous Aucount%, Ad\ ances, ctc ..... Codeee.ie 716,145,840 230,112.81 " °35,859.84 210,337..ZQ

Fl\'lDASbITb v ; ‘ e
Mining Lands zmd Leases Ml]l%. Smeh.ers and Fab-
ncatmq Plants and Equipment; Railroad Propertics; .
“Pipe Lines; Automotive and Haulage ‘Equipment;
Warehouses; Frurniture-and Fixtures, etc. (mcluqu;f

S309,814 07 -excess . cost . of acquisition over book L ! P e R
o> value of net assets acquired). W Lo L. oL 32 431 046 67."" e 33,702,681.32:
Lms I\U-,Ll\’(,‘b for Dep]e‘uon Dcprccxatxon etc,. Lo 220,139, 376 53 i TiRe T 20,292,973.41 7
. : Co 0w 1220167044 . 13809,707.91 - .
(,(mqtructmn \\’or]\ in Progress. e DR b b 2104,546.740712,396,216.8877 . 128,890.75.13,538,598.66

Sl LF- INsUR ANCE FU\’D Sk cmzmrq

UL S, Government Obhgatwns~at cost (M'lrkcttia,_'" I e VLTI ) L T A
T Valuo at Dccembex 31, 1939—-—~$136,4?5 94)., .10, S NI E - 129,256.84 0 0128,656.84

INVESTMI‘NTS : : - S

- LStock of wholly ow ned Subsxdxary not consohdated
" Investment in and advances to Affiliated Company .
“Sundry SGLur‘ltIGS'**{lt cost or. estxmated recoverable
va!ues

L 87,095.88

“. Prepaid Freight, Imurance ete.. 1201738 , A ,
.Royalty Advances. "0 R A Ll s 49,174,770 e 567 . S G
O*her Deferred Charges e Laeow 0 132,475.51 301 824 01 O 107 142 845 279 846 38 Al

PA’I‘I NTS GOOD\VILL,: : 1 00 o S Lo
. oo $22 050,402.58 . . §25020504.82 -

R Page EigZ;‘ '
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) TCOMPANY AND SUBSIDIARIES".TE».J?"'

s —As AT DECEMBER 31 1939 AND 1938

"LIABILIT’IES . DECEMI ‘
. e i 000008
362,005,

“Accounts P'1y4ble ...... v
Prcfcrrc-d Dzwdcnd Payabl'

Tas v e 4

1 0,339. 3.
. o ag,l()r'j\_

‘ f,Compenba,tx n'Awards, ete. S 5 g oO 368;‘, D

- Provision for I'ederal and btate T'v(es on- Incomc—— R R R B ' B
 estimated . L ?O) -12‘).02 e : 112 ()ao 71 SR
” Other Accrudd Lmbllmcq - 7() 626} 96 611 192 3() 228,950.01..7 39524570

Cu:.tcmzers Crmdxt Balances T ©40,080.48 T st SU
: ©1,792,956.50 - . - T 2,852,586.19
DI*FLRRID BAVI\ ‘I\IDLB’ILD\ESS ST e T »

Balance at December 31,1939 payab]e 3400 000 OO in L LT S T e e
1942 'and 82, 100,000, 00 meA943, L Lo © 2,500,000, 00 e S 4,800,000.00 0
CO\m\xGuNT PURumsr MONEY OBLIGATION: ‘ e FAUREE LT L ' 2 e

« Payable from income (as defined in purchase. ¢ = i
e a ic when, as aid - if realized) of ‘certain” specific ’ ‘ : o
- properties  formerly - owncd by Commerce Mmmg o e e T L
" and Royalty Company......... PR AU P S T 40266,176.57 ek " - 4.750,000.00 - 5
“RESERVES FOR SELF-INSURANCE: SR T ST O e TR Lp el - :
Workmen’s Compensation anbxhty; S UL I 21973759 0 LT B T s g 223 IEE
et Fire and Tornado Coverage. ..., ... .\ eesaiahe o 57,353, 5/: CU2FT,001 .46 - 48, 27) 6-' U282,502.30 v
L' RpsERVES FOR CONTINGENCIE AT § B DR
ﬁ‘ ' - Appropriated from Capital. Su:plus as df TJan. 1;1935 60(),()()()_00 SO e 600, 00000 .
i N Less Ch’trgcs To-January 12,0000 0. $296 126.60 S Talm e R TR 256.150.22 .
o : I"ox year. ended Dec 31 41 114 91 - B o0 41,976,387 e
: o : 339,241.51 7 260 7:)8 49 2‘)8 126.60 60 : 'v""i()l,S,’?‘?.-lO -
MNORITY Im*) REST IN CAPITAL AND SURPLU:: OF COM- : R I LT e
. MERCE MI\NG AND' ROYALTY CO\&P:\NY. B T LA S G T L 636048
CAmTu Stock: : S w L R T T : SR A S
B < Preferred 6% Cumu’latxve : = _
R _Par Value $100; redcemable ‘at $105 TR T s s T B e T
f St Authorized.and Outst’mdmg—~5 534 Shares. SLuih el UB383400.00 0 o P 555’40()_()0;) S
R Comnxon—~l’ar\alue 8107 ST T s TR T e T e : e
5 oo Authorized.. v et ], 000 000 Sharcs

Is%ucd (_nd Outst'mdmg 900 OOO Sha.res

400 000

'; ;_ 9,000,000.00 9,553 400 oo 9,000 ooo oon ou ;_

. U\
B o4 |
Jl

Balance at January - 1 .‘f"].‘..'. ’ *:1,308,760‘.96‘ _'f'! ‘i‘i»,3'77.693'.67_,3f'
,’I‘ransfcrrul from Reserves for Normal Metal In- e LR PR SRR
; "'521',067’.2‘)_‘,'

.;,B'zlance at December 31

Earned Surplus since: ]anuary
., Balance-at January 1
dd or deduct:
Transferred.
‘ventory Price F luctuatlon
Sundry ad]uqtments . ’ ; '

“Net Profit- or Loss for year—-per Proﬁt and Loss :
Account :

- TT1.898.760.96

579,745.40

.°17168,762.31

P 1,748,507.80

LRI vaxdends paxd and acerued: ZTNREREP RS

b e Preferred  u v S il v e S 132,934.00

o Cornmon T2 oy Calesntion 176,315.20.

T T ST T B e T 209,849.20 - RN
o e Balance at December 31~-~-~_- S T1539,258.60 3,438, 019.56 15,49 ‘2418,306 450
I L " §22,090,402.58 . $§25,021,301.82 -

i (‘ONTINGENT LxABILxTILs—See Page Ten e R ‘

E " *lealics dcnotc red ﬁgures R Page Nins...
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, ral and’ Smtc income mxes for}e.lrs not yet e‘mmmed b) the respecm'e t.umg‘zmrhon- :
\ ties: ~ Federal taxes for all years to 1937, irclusive, have been closed: except as to The -
- Eagle-Picher Mmmg and Smeltmg Compmy, for whzch the ye'u's 1936 :md 1937 have,
. been e\'unmed but not yet closed .

3. Penqu pcr':onal m;ury suits and mmor 11t1g1uon Imbxlxcy whereunder is underermm— =
AR .the but is'not Lons:dered sxgmﬂcant v :

4 Order promu]gared by Nmomd quor Relatxons Board pendmg on .zppeal to [he Umted ‘ .
“Staty cuit. Co vuf Appe.lls, I‘lghth Clrcmt Imbxlxty whereunder is dlmcult to’ ' S
_ estxm.m,., . : N :

5. :Agrcement to mdemmfy former sh.xxmholders of Commerce Mmmg and Royaltv Compmy
‘ for_ acts performed on: behalf of said compzmy, ]mbxlxty whereunder is wholly’ contmgent

"6. Suic pendmg in’ the Umted Smtes stmcr Court at Cmcmnnn whereunder claimants
" Useek to recover some sixteen mllhon dollars on two principal causes of ‘action:  One -
-+ cause of action alleges failure to account for sulphur content of lead aad zinc sulphxde

“concentrates produced from Indian leases. - The Company contends that it has fully ac-

* counted therefor, smctly in accordance withithe terms of thc léases and on a basis that
““has been-in geneml use in' the District for seventy-ﬁve years. The other principal cause
" of action allegcs trespass. on certain Indian lands prior to 1922. The Company contends P

that it was in possession of the lands under a valid lease and that it made full accounting

rhereunder and comphed with all requirements thereof. 'The United States Department -

of Interior on behalf of the Indians, upon expiration in 1922 of the lease now actacked,
_granted to the Company a new lease on the same property for a period of twenty-five
years, whereunder the Company has since operated and accounted. It is significant -
‘ that the validity of the new lease was upheld by the United States District Court for the i~
Northern District of Oklahoma, which decision was affirmed- by the United States Circuit
Court-of Appcals, Tench Circuit. Similar suits involving the same issues were instituted -
1in" 1933 in the United States District. Court at Kansas City (Mo.) in the name of . the. .';-i
United States and at-the request of the Dep1rtment of Interior. ~ The Atrorney General,
after “investigation,  dismissed these: suits. without pre;udxce. The present action. was"
brought not by the Government but by an individual; as "next friend”’, who seeks to
recover on behalf of the Indians. _Company's counsel is ‘of the opinion that the case can
be successfully defended, although because of’ rhe amount mvolved vxgorous prosecu-
tion. by the plzuntxﬁ' is antxcxpated

Page Ten =




