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PEND OREILLE MINES & METALS COMPANY

Spokane, Washington

TO OUR SHAREHOLDERS: March 30, 1964

We submit the Annual Report for year ended December 31, 1963, including
balance sheet, statement of income and retained earnings, statement of operating
costs, and audit report by LeMaster & Daniels, Certified Public Accountants.

COMPARATIVE OPERATING STATISTICS

1963 1962 1961

LTon8 ore MIHE. ..o ravinnemrenspssamanenamrsrmassryon 651,922 619,946 742,934
Pounds lead in concentrates.........coocceeeeee.... 10,007,664 9,526,354 13,013,437
Pounds zinc in concentrates...........oooooooeeeeoo... 33,394,046 31,593,977 31,858,414
Receipts from sale of concentrates......... s $2,604,234 $2,132,685 $3,000,827
Stored lead concentrates.........ocooeooeeoeeeii . (424,242)
Other InCome......ooeeeeeeeeee S— 86,474 13,519 74,862
Div. from Reeves MacDonald Co................. : 264,561 279,811
LIOBBE. 5ccunasnssrsssinisimmnsinasstonmmmmonnanson sssmmmsmammmesammses 2,307,544 2,192,075 2,324,688
Income before Charges......c vumsmsnissamsmenmmmnns 383,164 278,690 606,570
Depletion and depreciation.........oocoeeeoeeeeee.... 376,006 379,213 400,765
Provision for income tax.......oocoooooooeeeeeceeeeeeo. 13,785 39,684 100,985
Claim for refund of Fed. Income Tax.......... 62,786
INEE INCOME | J08R ) ciimmsssssmmusmssmiosinnsmntmmmmnenss (6,627) (77,421) 59,010
E. & M. J. average metal quotations:

Lead per pound, New York................._. 11.14¢ 9.63c 10.87¢

Zinc per pound, E. St. Louis.................... 12.00c 11.62¢ 11.54c¢

During the first six months of 1963 the metal prices continued at the low levels
that prevailed in 1962, but in July a gradual improvement of prices began, result-
ing in lead advancing from 10.75¢ to 12.50c, and zinc from 10.55¢ to 13.00c at
year end. The lead price advanced an additional Y4c early in January, 1964,
making the quotations 13c per pound of lead and 13c per pound of zinc, which
are still in effect.

A shortage of skilled underground workers prevented your property from being
operated at capacity, but a total of 651,922 tons ore were mined and milled,
compared with 619,946 tons the previous year. The metal content of concen-
trates amounted to 10,007,664 1bs. lead and 33,394,046 lbs. zinc. Operating costs
per ton ore were $3.253 compared with $3.264 the previous year.

The gross value of the concentrate production amounted to $2,604,234.18
compared with $2,132,685.16, an increase of $471,549.02 in receipts.

The gross income for the year amounted to $383,163.92 before write-offs,
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compared with $278,689.87 the previous year, and the operation resulted in a net
loss of $6,627.18, compared with a net loss of $77,421.30 the previous year.

Underground development expenditures amounted to $299,577.27, and con-
sisted of 6926 feet drifts and raises, 11,324 cubic feet station excavation and 46,-
974 feet diamond and longhole percussion drilling.

Expenditures for plant and equipment amounted to:

Surface ... $ 32,457.75
Undersround: ....summcssmsionsss 124,161.61
Total o $156,619.36

REEVES MACDONALD MINES LIMITED

There 1s included in this report the Balance Sheet and Operating Statements
for this company of which Pend Oreille owns 59.4% of the outstanding shares,
and we quote the following excerpts from its annual report, recently distributed:

“Your property was operated at capacity until May 5 when a strike
closed the mine and mill for the remainder of the year. The Union de-
mands were unacceptable to the company and notwithstanding strenu-
ous efforts to bring about a settlement, it was not until December 20 that
negotiations with the Mine-Mill Union were completed and ratified for
a new agreement, ending the strike. The new agreement expires No-

vember 30, 19635.

During the operating period we mined and milled 145,966 tons ore
from which 11,198 tons concentrates were produced, having the follow-
ing metal content:

15,042 ozs. Silver
3,120,802 lbs. Lead
9,646,111 lbs. Zinc

55,895 lbs. Cadmium

The gross income amounted to $18,932 and after charging the
amount of $17,168 for shaft sinking and exploration expenses, the net
income amounted to $1,764.

Development work consisted of 1,361 feet of drifts, 999 feet of raises
and 1,477 feet of longhole test drilling.

Capital Expenditures for 1963 were as follows:

Surface e $ 2,893.31
Underground .....occoooomeee 47,312.60
BOIRL sscnisssmsrormsnstinmtmmmmnsanmss $50,205.91
Outside Exploration .................._.. 12,311.43
f e - ) $62,517.34



GENERAL

In connection with the dividend of 10c per share, amounting fo $238,-
813.60, that was paid on May 10, 1963 the Company's tax advisors have
determined that only 19.283% of the dividend is taxable as dividend in-
come. The remaining 80.717% should be treated as having been paid
out of capital and is non-taxable as dividend income. Under the Federal
Internal Revenue Code the non-taxable portion of the dividend should ke
applied as a reduction of the tax basis of the shares upon which the
dividend was paid.

It should be noted that the above percentages are subject to review
by the Internal Revenue Service. Should the final determination result
in significant changes, the stockholders will be so advised.

The financial position of both companies at year end, compared with the
previous year, follows:

PEND OREILLE REEVES
1963 1962 1963 1962
Current ASSets ....occeeeeeeeeenn.... $2,267,139 $2,267,760 $689,214 $798,931
Liabilities ..oovoooeeeeececeeeeeeeee. 207,578 191,087 62,068 128,488
Working Capital .................... $2,059,561 $2,076,673 $627,146 $670,443

The consumption of lead and zinc increased substantially both in United
States and the Free World and metal sales have continued strong so far in 1964.
With the outlook for present general business conditions continuing favorable in
the months ahead we expect the prevailing metal prices will hold and perhaps
improve, so that we can anticipate a very substantial improvement in operating
results for 1964.

Respectfully,
JENS JENSEN,

President




PEND OREILLE MINES & METALS COMPANY
Balance Sheet at December 31, 1963

ASSETS
CURRENT ASSETS:
(OF TS M5 0 ¢ W o 70 ) < S $ 465,073.01
U. S. Treasury obligations—at cost plus accrued
interest (market value $1,307,987.72) .cccississcsimmicsosssssassomnsunsasases 1,302,615.97
DUE FIOME BERBLEOT . ..o e s essvsmavaesnassmmatsndoasetsanmmennanmnnif o sapamasaTansasa 196,450.07
Other accounts receivable... ... o eemmeammam e e 10,257.29

Operating supplies—at lower of cost or market......ccooeeoeeeoeeeeeeeeeeee 281,101.12

Propaid INSUTBIICR ... emeeeremsmmsmmesramssenmsnmsasins bk sbrss s AR RS 11,641.08
TOtal CUITEt ASSOES. oo eeeeeeecceeeeeeeeesameeeemmesmseeeseeansmmaanenannas 2,267,138.54
INVESTMENTS:
Reeves MacDonald Mines, Ltd. (a Canadian sub-
sidiary) : 1,389,000 shares of stock—at cost........ $ 574,565.42
Shares of other mining companies—nominal value 1.00
574,566.42
PROPERTY, PLANT AND EQUIPMENT:
Mining property, development and
land o $3,633,958.99
Less: Accumulated depletion and
72000100 4 V221 5 10) ¢ AR 1,682,622.47
1,951,336.52
Buildings, plant and equipment...... 6,291,956.21
Less: Accumulated depreciation.... 4,868,024.08
1,423,932,13
3,375,268.65
$6,216,973.61
ACCOUNTANTS

PEND OREILLE MINES & METALS COMPANY
Spokane, Washington

In our opinion, the accompanying balance sheet and statements of income and
contributed capital present fairly the financial position of Pend Oreille Mines &
Metals Company at December 31, 1963, and the results of its operations for the
year then ended, in conformity with generally accepted accounting principles applied
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20,296.07
35,915.56
97.970.00

6,009,395.76

$6,216,973.61

LIABILITIES
CURRENT LIABILITIES:
Accounts PAYabIe ..o sanas $ 123,396.22
PAYIOll PRYADIE. ........ e mreasamsnennbsinemssasssnosi e RS A s s
| 007213 (03 0 B 10 )l 72 % <o TSSO
Pension plan Costs PAVADIE....ccmsmmsmumssisessisicssmasssasivsmmsraonmsmasssessase
Total current lHabilities. oo e eeeeeeeeeeeeeeeeeeeeeneennneenn e eeeeeesaasaecenaas 207,577.85
CAPITAL:
Capital stock of a par value of $1.00 a share:
Authorized ...coeeeeeeeeneee.....3,000,000 shares $3,000,000.00
LIRIEIGH. wsovssnisssmepsivrussivasaase 561,764 shares 561,764.00
.2,438,236 shares  2,438,236.00
TIEARIIY BIOCK. ..o v cnsnunamnsuonses 50,100 shares 50,100.00
Outstanding ........-cwsisssssmssss 2,388,136 shares 2,388,136.00
Capital contributed for shares in excess of par
value, less charges thereagainst.........ccccooreeeeene. 3,621,259.76
CERTIFICATE

on a basis consistent with that of the preceding year. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we con-

sidered necessary in the circumstances.
| LEMASTER & DANIELS

March 16, 1964 Certified Public Accountants




PEND OREILLE MINES & METALS COMPANY

Statement of Income, Year Ended December 31, 1963
INCOME FROM SALES:

Gross value of concentrates sold, less smelter charges.............. $2,863,286.02
Less: Transportation Charges.....ccooeeeeeeeeeeeeeeeeemeeceeeeceeeaenenenns 259,051.84
2,604,234.18
Deduct: Direct operating Costssssssissmsisssrisisrssssvassss 2,121,247.57
Gross profit on sales before depletion and depreciation 482,986.61
GENERAL AND ADMINISTRATIVE
EXPENBES AND TAXES. ..o s 186,296.36
Income before undernoted items........cooceooemceemceeeneemnaae.. 296,690.25
OTHER INCOME:
Interest, rents, gains and diSCOUNTS......oeemmeeeeemeccieceeeeeeeeceeeane 86,473.67
Income before depreciation, depletion
ang 1NCOME: TRXOEL. ssssvismiusssimsississsssiss usassssisasessaussines 383,163.92
PROVISION FOR DEPRECIATION AND DEPLETION:
| D123 0] <1 P21 0 1o ) o AR, $310,775.66
I [ 2 1052 U o O Oy 65,229.88 376,005.54
Income before Income taxes.....coooeeoomueemeceemmneemniceeeeeeeneeeees 7,158.38
PROVISION FOR FEDERAL INCOME TAXES. .. oo 13,785.56
NET LOSS FOR THE YEAR.......... o eeeeeecereececenenasseconnesesansansns S 6,627.18

STATEMENT OF CONTRIBUTED CAPITAL
Year Ended December 31, 1963

BALANCE, JANUARY 1. 1903.....ccimmsisinscomrsnisisnsssmrissossinsscsanse $3,866,700.54
DEDUCT::

Dividend paid at 10c per share.........ooooooommmmommoe $238,813.60

Net loss for the year ended December 31, 1963........................ 6,627.18 245,440.78
BALANGE, DECEMBER: 51, 1963, amnmsmnimrassmssinnssimsasesst $3,621,259.76

OPERATING COSTS
For the Year Ended December 31, 1963

TonSs Ore MIlled.. ..o e e e ee e e m s enee e s mmnne 651,922
Amount Per Ton
DevelopMent . ccaisummimmsmnnmmimimiitias i ssisiessssissmse $ 299,577.27 $0.460
1% 58 0V o - 1,038,851.24 1.593
% 01 U o= 510,119.71 0.782
Other Direct Operating Closts......ccocinsninssnsssimmatesasaissosusyasinsss 272,699.35 0.418
Total Operating CostS. ..cummeemcreeeieceecee e cemeeeceeeceneeeasee s 2,121,247.57 3.253
Administration and General EXpenses.....c.ccoouomiimmcceieccciecceeeeeeeaeees 33,475.30 0.082
Taxes; Otherthan INCOMC . ..cuimmsisissssvissnsssssssssissonnisssssssmsnsussosas 132,671.04 0.204
WOEAL (COSEE. ..o emrnrtsnmmmsemrrransbmssasasssheinsmessassensannsonnnnanshesmssnd $2,307,393.91 $3.539




REEVES MACDONALD MINES LIMITED

Statement of Income and Earned Surplus
For the Year Ended December 31, 1963

INCOME FROM PRODUCTION:

Gross value of concentrates produced less smelter charges......................... il $666,717.61

L.e38 transportation CharZes......cuuimamessunsismiinissismsissiia st ssseiss 56,208.26

| 610,509.35

Deduct cost of production (including strike €Xpenses) ......cc..ccccccciieecceemaneaeeinnans 942,113.35
Gross profit On ProducCtion.. ... ... icoiieaee e emceaeeecemaeeeeenmeaaaeneaaeeaaaans $ 68,396.00
GENERAL AND ADMINISTRATIVE EXPENSES. .. oo 57,944.24
Profit before undernoted I1tems.....ccoo e eeeeemiooeeeeee e e e neees $ 10,451.76

OTHER INCOME:

Interest on bank depOsit .. commmmmrsimssmms st i Sy RS A S F PR TASS 8,480.57
13,932.3?;
DEDUCT:

Shaft siniking and exploration eXPenses: ... caurnmmmsnmrr s e 17,168.43
Income before taxes On INCOME. .. ... o oeeeiiieeeicceeecaeceeeeeeennesnneane e ensananns - 1 ,763.';6

PROVISION FOR INCOME AND MINING TAXES.......oeeememaeeeennnanneeaaee nil
Net income for the year.. ...t eeene e ae e e e cn e neee 1 ,763.9(;
UNAPPROPRIATED EARNED SURPLUS AT DECEMBER 31, 1962................ 73,036.56
UNAPPROPRIATED EARNED SURPLUS AT DECEMBER 31, 1963................ $ 74,800.46;

OPERATING COSTS
For First Four Months, 1963

Tons Ore Milled... ... e e e ee e e mae e ee e e mmaenae 139,762
Amount Per Ton
L (7 o T — $ 208,702.48 $1.493
MIBRE ... .ocoiiins i s s R aaas st aA e st SATAS SRS ST A s 126,750.75 0.907
Other Direct Operating Costs. ... oo eemiemeeeeeeeeeemceeeeeeeemeeeeeeeaneeenes 63,439.98 0.454
Total Operating Costs...cuwiussmmsimsiams itz $ 398,893.21 $2.854
Administrative and General Expenses.... ... 14,508.08 0.104
ProBDerty L aXe8i. . ot e b 4,800.00 0.034
TOtAl B8 cmniaerinsase RUss S TS AR $ 418,201.29 $2.992




REEVES MACDONALD MINES LIMITED

Balance Sheet as at

ASSETS
CURRENT ASSETS:
Cash on hand and in bank.....ooooooeiiin $ 522,401.60
Accounts receivable ... oo 10,619.13
Stores on hand, valued at cost....ooiieeee 145,855.04
Prepaid €XPenses ......cceceoeeccoemsercemermermeemennnnennes

10,337.81

$ 689,213.58

BUILDINGS, PLANT AND EQUIPMENT — at cost 2,259,807.14
Less accumulated depreciation (see note 1 below) 1,891,907.38

367,899.76

MINING PROPERTIES:
At cost less realizations and amounts written off

(including those acquired for shares and valued
by the directors at $2,000,000) ...coereeeeeereeeaeeneee

1,997,332.87

DEFERRED CHARGES:

Mine shaft preparation at cost, less amounts writ-

ten off (see note 2 below) ...

NOTES:
1.

91,558.36

In years prior to 1963 depreciation was pro-
vided at the maximum rates allowable for in-
come tax purposes. In 1963 no provision has
been made. Had the previous policy been con-
tinued in 1963 the charge against income for de-
preciation would have amounted to $97,489.

Charges to income for amortization of shaft
sinking expenses have not been related to pro-
duction, but have been the amounts claimed

for tax purposes.

$3.146,004.57

December 31, 1963

LIABILITIES
CURRENT LIABILITIES:

Accounts payable and accrued liabilities........occooooooooooooeeeeeeenn. $

SHAREHOLDERS’ EQUITY:

Share Capital:
Authorized 3,000,000 shares of $1.00 each,

62,067.61

1ssued and fully paid 2,338,000 shares...........ccooooomeoeeeeeen.. 2,338,000.00

Capital Surplus:
Arising from conversion of no par value shares
to par value shares in year ended August 31, 1938

Earned Surplus:
Appropriated for expenditures made on
property, plant and equipment.............__.___._. $450,000.00
Unappropriated ..o 74,800.46

T R = — e i

ON BEHALF OF THE BOARD:

JENs JENSEN, Director

JosErPHINE WHITEHOUSE, Director

221,136.50

524.800.46

$3,146,004.57

AUDITORS REPORT TO THE SHAREHOLDERS

We have examined the balance sheet of Reeves MacDonald Mines Limited as
at December 31, 1963 and the statement of income and unappropriated earned sur-

plus for the year ended on that date and have obtained all the information and
explanations we have required. Our examination included a general review of the
accounting procedures and such tests of accounting records and other supporting
evidence as we considered necessary in the circumstances.

In our opinion, according to the best of our information and the explanations
given to us and as shown by the books of the company, the above balance sheet and
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the accompanying statement of income and unappropriated earned surplus are
properly drawn up so as to exhibit a true and correct view of the state of the affairs
of the Company as at December 31, 1963 and the results of its operations for the
year ended on that date, in accordance with generally accepted accounting principles

applied on a basis consistent with that of the preceding year, except for the changes
referred to in Note 1.

Vancouver, B. C.
March 2, 1964

HeLLiweELL, MacrLacHLAN & Co.
Chartered Accountants
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