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Report on examination of financial books and
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AUDITORS & ACCOUNTANTS

DUPONT BUILDING WILMINGTON, DELAWARE

July 18, 1935

Mr. W. H. Charles, President .
Stone Cabin cenaoiicmoa Mines, Inc.

1201 Chestnut Street :

Philadelphis, Pa.

Dear Sir:

In aceordance wlﬂz ywr request, we have made an examination of the
finaneial books and records of the Treasurer's office of the Stone Cabin
Consolidated Jines, Ine. for the period April 26, 1934 to December 31, 1934,
and present herewith our reyort which ineludes: (1) text of comments and
explanatory detail; (2) statement of financial eondition as at December 31,
1934; (3) analysis of changes in donated surplus--ipril 26, 1934 to
December 31, 1984. ‘ g

We did not examine the records of origimal emtry maintained at the
mine office nor the auditor's records compiled by the Los Angeles office. The
transaetions of those offices during the period covered by our examination
have been classified in this report in accordance with Momﬁon emmm
in the statements and analyses prepared by Mre. T. A. Frazer, the eaqpmr’é
auditci. it |

The following comments have to do with certain of ‘the items appearing on
the statement of financial eondition:




The following analysis is in sccordance with the explanations shown in the

aecounts kept by the Treasurer's office:

ACQUISITIONS--APRIL 24, 1931 (DATE OF INCORPORATION) TO APRIL 25, 1934:
Original cocet of various mining claims, together with
all improvements, machinery, equipment, tools, ete.,
aequired from W. W. Charles by resolution of Board of
Directors on April 24, 1931. The company issued in
payusat therefor 6,000,000 shares of its ecapital stock
(the entire authorization) having a par value of
$1,500,000.00, and assumed §10,000.00 of debts of
Pony Meadows Mining COMpPany + « « « « s s o« ¢ « o o o s « #l,ﬁl0,000.0D
Dovelopment Of Property « o o o o 4 & o s ¢ o o 5 & & o & & 38,611.62
Improvements and repairs to 10848 « ¢« « s+ s ¢« & + ¢« ¢ s o & 1,369.70
Construction of buildings, mill, @8« o & o & & o s o & o & &« 29,112.96
Cost of Hilltop Nevada Mining Company property acquired
for 220,000 shares of treasury stock, at par, and $500.00
eash, by resclution of Directors on June 30, 1933 « o « « » 55,500.00
m“elhm L] - L] - L 2 L] - L L - - L] . L] - . - L ] . . - L] L ] u’lo’
MALGOSIATAPRII;%.I%‘ 2 85 & 2 & B & 4 8 & " B R PN @B 1.“5.‘5’.51
ACQUISITIONS=--APRIL 26, 1934 T0 DECEMBER 81, 1984:
L.ﬂ..m&t'ﬂ'koaooootcooo-oooo 3710.93
Sinking winze, station and eross-cut,
250 oot ol "e s v i ailE s v 8 8 o 8 a s 7,021.586
Dtﬁlopmntnfproporty.-..--..-.-. 11,3‘8-03
Tk onTonl A0 GRIED « o o o« 5 ¢ 5 ¢ 5 o 5 » 196.83
Mill enlargement and construction . « « + « « o« 22,069.77
Cyanide unit construction « s « « o o s o o + » 35,725.54
Power line changes and new transformers . . .« . 1,638.11
Assay office construction and equipment . « . « 1,646.09
Mine equipment « o o6 s e W e e W e el e e 2,012.06
New bunk house and remodeling old bunk house . 1,383.50
Boarding house enlargement and equipment . . . 939.45
Iiving quarters for 00K . « ¢ o o o « s » & » 536.95
Miscellaneous ® % & % 5 3 8 8 " G s s e @ & @ 217.70
86,066.50

TOTAL COST AT DECEMBER 31, 1934 « o = o« » » o

Prodw tion started in January 1935.

It is

25781!499.81

necessary, therefare, that the

property aeccounts be carefully analyzed and reclassified in order that permanent

bases can be established for the purpose of accruing depreciation and depletion

reserves.

The cost of finished product cannot, of sourse, be fully stated unless



ﬁilli itﬂl are included therein. It is also desirable that development expenses
t;o aMMd into certain primary aceounts, such as explosives, engimeering,
labor, hoisting, tramming, pumping, vemtilating, lighting, timbering, tracks,
tools, ete. All of the vouchers, invoices, payrolls, cancelled checks, ete.,

in support of the acquisitions summarized above were at the western offices

and were not examined by us.

0f this amount, M.ﬁe was earried on the books as in use at the Treasurer's
office and $7352.00 ia use at the mine. The latter ¢onsisted prineipally of cots
and cot pads, fire extinguisher pumps and an electric 'rotr;gorator at the boarding

house.

AUTO TRICK~=$735.00;

This item consists of a Dodge truck purchassd in February 1954. Depreciation

BELATAE

was taken at the rate of 25] and smounted to $163.12 for the ten months ended
TR TACLY A H?
December 31, 1934. :

CASH ON BAND AND IN BANKS--$362.22:
Cash eonsisted of:

Petlty cash--western office T B O S SN I TR ’”om
Wilmington Trust Gmw--ﬂilminmn, Delaware . « « «» « « 248,34
The Continental Bank mad Trust Company of Hew York . « « « 84.39
The Pmlmiﬁ Company, etc., Philﬂdﬂmni‘ T T S 4.49

ﬂﬂ-ﬂ

Petty cash wes not counted. Cash on deposit with banks was verified by
eertifications received from the dspnsitoriog.

ACCOUNTS RECEI VABLE-~$73.62;

Ageounts receivable were as follows:
Gmtmmsmdﬂﬁmog......... *1.5‘

Credit due from Shell 011 COmMPAAY + « o + « » « o = & « » 12.52
Intereat receivable fram Sierra Pacific Power Company . . 59.62

73.68




The ﬂuamz of these items were certified to uws by Mr. T. A. Frazer,
who stated that supplies were priced at cost or less and that the value of -
unnlaoi prmﬁ was em«rntinlﬂy .utunwa on th- basis of information
aveilsble at December 51, 1934, ' ile made no verifications or tests of these

items,

mm:s-ia 006.53:
boposit o.commtn with nene mt:lonu. Bank, Reno, x.ﬁai--sz,ooo.o'e. and

Carson Valley mnk, Carson City, Nevada--§$é.53, remained unchanged during the
pericd. These aceounts originated from the Western office of the company @md
Mr. T. A Frazer wes unwilling to give an opinion reaspecting the pmﬁlnw of
the ultimate recovery of the amounts stated. Ve have offset the entire amount
by a reserve. We did not communicate with the receivers or liguidators of
these banks.

DEPOSITS WITH mm urmxm—-ﬁ.,m.ss-

These muu were omﬁM by Mnun with the utilities, and

were as renwm

Sierra Pacifie Power COMDBAY & & & o o & ayn 5 o & 5 & ﬁ.,ﬂo.w
Nevada Industrial Commisaion « « « o o« s o« s o« o o s & o 94,68

444,58

COMMON CAPITAL STOCE~-§1,500,000.00:

Security Roghtrar & Transfer Company, San Freneiseo, California, certified
to us that the entire eauthorization of 6,000,000 shares, par value of 25¢ per

share, was autltanding at December 31, 1934.

TREASURY STOCK=-$137,684.75:

Treasury stock at December 31, 1934 consisted of the following;

—




Open eertificate confirmed by Seeurity Registrar S0
~ and Transfer Company--reconciled Dy us « « « « o = o 486,385 shares
Open voting trust certificate, representing
balance unsald of the 330,000 shares purehased :
d_.\trilgpn‘iod...._-......-....... 9,000 shares
Voting trust certifieate §E-235, which was on hand :
aﬂomimdbrul-o..........-.-._. 100!m0mms

Tﬂm lnoo‘npnulo‘toc.oouOG‘.Q.C 59"5”*“3'

Of this total, 44,021 shares were reserved for the Ipnwnt of commissions
and bonuses, and 25 shares for issue to C. F. Clothier, Jr. and John A. Herris, Jr.,
trustees, to adjust error in company's records. The shares reserved for payment

of commissions and bonuses were as follows;

Ge Co Snyman eoe 40,321 sheres

: " & % ® &8 8 5 8 A ‘ - & & ® & 5 & & & 8
G. B. SBtreet + ¢+ s s 5 o ¢ ¢+ & 8 & ¢ o & 0 ¢ 8 s s s » ‘1| 225 shares
HE. M. Plerce « . P R O TR T S I L IO I T I S 1,2” shares
W. B. Aﬂlth s * a8 @ 07 PR TR T B B I 1: 250 shares
“logl shares

A%t December 31, 1934, there were 214,000 sharves under options, as follows:

Cptiened to Darrow & Belaski, Inc. at 26¢ per

share, expiring September 15, 1988 o s o o o o & o 200,@00““‘..
Optioned to Willard B, Austin at 26¢ per share,

expiring 30 days beyond payment by the eompany

of a {2,500 note payable 0 Mr. Austin « « « + o « o 14,000 shares

214'000 shares

We were 8lso. infommed by Mr. Graham C. Hoodward that Mr. G. Gs Sayman had
been given an option on 10,000 voting trust shares oui of the 330,000 shares
purehased during period, &t 5¢ per share (you will note thas only 9,000 of these
shares remain in treasury). Nelther this option nor the eption to Mr. Willard
B. Austin are recorded ian the minutes. |

One of m-mt important verifications that came withim the scope of our
engagement was the examination of all records having to do with the issuance pt
treasury stock during the period April 26, 1934 to December 31, 1934 for the

purpose of determining that all shares had been issued under proper author zations



iu(‘ Soenl

Of th dirlnliar- 0! tho compeny and that they had been fully accounted for.

Ml nﬂﬁc&tiw could not be aceomplished to our utiarution because of
tho Mt that no aomm inmtory of treasury stock wag available as at
April 28, _1954 from whieh we eould obtain a list of the certificates of treasury
sﬁok that were registered, at that date, in the names of Grahnn C. Woodward
nd/er Frank M. Kattenstroth, for the purpose of 1doat1ty1ng the disposition of
laeh certificates.

However, we did have avallable a balance sheet prepared by Alexander H.
Watt & Company, as at June 30, 1934, showing treasury stoek or 916,600 shares
at that date. Mr. Woodward obtained for us from the aceountants their wﬁrk
sheets showing the detail of this M stock, and from that detail we
verified the transaetions from July 1, 1954 to December 31, 1934. The following
analysis summarizes these transactions.

Shares
BALANCE, JUNE 30, 1954: e —
Shown by Alexander H. Watt & Compamy Feport . « . . 916, 600

Add: sShares reserved by Alexsnder H. Watt &
Company to pay commissions:
Miller, Murray & COMPANY « « « « « « s + o 7,838
Ge Co BRYMAN o "o ¢ s s s o o o s 5 s s o o« RB7,361 35,189
Total shares on hand &t June '50, 1984 < 4 ¢'s 4 o o ”1. 789

ISSUED--JULY 1, ;’34 TO_DECEMEER 31, lm:r

Sales (cash traced by us to cash book)
m“"”ti‘g W'ﬁ cw'lﬁ.ﬂt" L e T T S A

ag
:

Payment of FLaBLYLIEIOB 5 o 4 5 4 0 5 6 5 6 8 e 8 & 22,500
Commissiors and bonuses: '

Willard B, Austin ® 8 8 & ¢ 9 e 8 4 8 % B e s @ 400

Conrad ¥. cl’ﬁi.@‘. IPY #ale 9% o 4 0 & & 8 5.000

mm ‘ m.mki' Inc. L . - © L [ ] L] ® L . L d L] ® 1“.0%

George Grossman 8 8 8 ¥ 8 et s e ¥ e s 8o 100

L. P, Mahon@y s » s o s o s o o's »'s e e s 8 8 @ 1,000

Hilllr, Marray & COmMpPEAY « + o o » » Ve BTG & e e ?,m

He M PINOER + o s 6 6 5 % o 5 & &6 & % 9 % ¢ & @& 1,800

w. F. m‘ . % B 8 % B @ e R O® e R RO s e 1'000

Gn g- m * " 8 @0 " @2 0 ® & ® 8 & % & we w0 19,00.

G. B. strm L] L ] L ) - - L] L] L] L] L] L L L] . L L ] la’m

Robert J. "m’ IJle ¢'s o s s 2 o s ¢ o' v v @ 750 u‘.m ”,.m

MI. DEC EMBER 31. 1938 . ¢« ¢ ¢ v v s 6 0 e . e 594,385

=



The asceuraey and propriety of the transactions recorded in the treasury
stock accounts and recards prior to July 1, 1934 were not satisfactorily verified
and we cannot certify, therefore, timt the 594,385 shares known o be en hand at
December 31, 1934 represented the exact number of sheres that should Nave been
on hand at that date. Ve see no way, satisfactory to us, of verifylng this
munip:ﬂn't except by & rmn et all trumﬁﬁa‘l in treasury stock since
the mmiiu of ‘the sompany. : _ ‘

For the period July 1, 1954 to Docab-r 31, 1934, we computed the commissions
earned on sccount of sales of stook and other financing on the hﬁﬁ-ghu to us
by Mr. Greham C. Woodward. On seles of stoek thews ﬁun were as follows:

1. On sales made by P. H. Chéarles:
264 in eash to P. H. Charles
154 in eash to G. C. Snyman
B

sty

mede by Plerce, Street, et al:
stock to Plerce, Street, et al
%0 G« C+ Snyman

sde by Robert J, Walbon, Jr.:
stoek to Robdi;;::m,a;ﬁ ;
to G. C« Snyman o i

made by Willard B. Austin:

f 500 shares to William H. Sayer:
stoek to wWillard B. Austin

cash to G. C. Snyman

ng‘

?
- g
&8s
Ere

H,

e

cE
o8

BBE

BE

of 1,200 shares to Robert wioé. Jr.:
stoek to Willard B. Austin
eash to G. C. Snyman

f 5,000 shares to W. L. Rickards:
stock to Willard 5. Austin
in cash to G. C. Snyman

§E KEE
Be EF

5. On purchase of 5,000 shares by Conrad F. Clothier, Jr.
7,000 sares were issued to him, the additiocnal
2,000 shares representing 40§ commission, in stock
Commissions and bonuses paysble in eash are commented upon in a subsequent
section of this report. Commissions and bonuses payable in stoek are analyzed
for the period July 1, 1934 to December 31, 1934 in the following tabulation,
whieh is based on the preceding rates of commission and on other information

obtained from the eompany's records.



5 &

payable To
Wllard B. A0BEIR o 4 o s v » s v s » o x & @ % B 6 % & g o
ﬁ@mra& Ps glﬁ%ﬁi@?g dPs » 5 % * 8 85 4 8 w6 B B B ¥ 8 & @
Dayrow & Eiﬁi&ﬁkig InGe 5 % % » 2 » 8 # s 9 &8 % b 4 6 @ »
Guorge HrOoBEmAD 6 8 & & B % % 3 3 % % % 6 6 ¢ & = w s
Le B» E@kﬁﬁ?@? % 8 ¢ @& # & B F ¥ & =& B B & ¥ U F F 4 & s 9
Willer-iurray & Coupany, 180s o 8 s » o » 5 2 & & & & ¢
H, WM, Plerse + « » I L A N I T R S
We Fo BaBEOD s s s 6 0 8 & o3 8 B ® B & & 8 B & % ¥ oW § op
Ge Co BHYHBL  » o & u & 2 ¢ & % & & » ¢ & B 5 6 5 ¢ ¥ 4 @
e Be SEPOBT 6 o o 4 s 8 w8 9% 5 B o 8 8 B B % & B b
Robart J. §51§QE, dBs »' s 8 6 5 5 2 8 5 % ¥ & & B % 6 b w

PobBlE e s s » 8 o8 5 ¥ F B & B & 6 & 8 B ¥ 6 F & B @
HOTE A ?aymm for services vendered in finapcing.

HOTE B: Bonus on temporary loans to oompany.

Bonus of 104 on
for sixty days.
of thia contract.

* & * E : 3 & E 3 & & E 3 E-d

e B & & & € ® & ¥ @&

Bonps On lLoans and Finapcing

Shares Owad

Total Paid or
Commission ipproval Approval Commisslone AL 8/30/1954 Ad justed Ghares
On Sales Shown Not Shown And Bonuses Shown By 7/1/1934 4o owed At
Gt s4oek In Minutes In Minutes Credited "Watt" Repord 12/31/1984 18/31 /1984
1,550 T ) [ XX % l,ﬁ%ﬁ (ERS ¥ @@& 1,&5@
2,@@0 l,ﬁ@ﬂ ﬁ DGO BY 3,@@@ ’ BH RO Y %,@@Q (XXX
Es By l?ﬁpﬁ ’3 EE 23 %7 1?@9%@ . LET AR 3*?5,@ whasw
:L AR R L EE B 1{}@ L XX RN 1&@ LEE N X 1
LES R B ] E«og’mm fHEBE 1,6@ R RS :Lgagﬁ) I X'E-E X ]
EER RN} LB N X I [ E N N X ] v'age ?’sﬁg ]@4 LE-R X X
2,485 $o40a 6w nen 2,488 eedne 1,800 1,828
LR RN l,ﬁ@ﬂ&?} HHEY 6 3»96{«){3 LR RS EMQQW LEREN]
2, 8%0 saesa 20,000 o 28,970 27,851 10,000 40,881
2,425 5,000 A 10,000 B 17,428 P 16,200 1,828
?ﬁ'{} B8ree B BE GG ) ?ﬁﬁ o 0ep ?5@ eee ey

smount recelived by eompany (§50,000) from sale of Seeurel 67 notes in aceo
7he contrect was & gned for the sompany by Greaham O. Hoodward,

HOTE C: Bonug on sale of §60,000 face amount of Secured 8% notes dated Cotober 1954, due October 1, 1936.

(Bee comments under subsequent seetion of this report).

rdence with eontract dated June 23

HOTE E: Mr. Grahem C. Woodward informed ue that the payment of these shares had been authorized by the directors. However,

HOTE F; Imeludes adjustment of 18 sheres, representing excess credit at June 30, 1934 on sccount of commisslons earned by Miller-iurrsy & Company, Ine.

» 1934, renewed as at August 25, 1934
Beeretery. The minutes of the directors do not contain a record of spproval

the minutes do not show the authorization.



mm Wﬁe,ﬂv.ﬂ:
An enalysis of the changes in donated surplus during the p.r!.n& April 26,

1934 to December 31, 1934 is presented 1n exhibit B. ronwm the practice
established by the directors of the company in their previous amnual statements,
we have reflected in the mm surplus asccount the eost of finemcing, the
expenses of officers and agents, taxes and all other ﬂnmiaa, transactions that
4id not dir@tly represent development costs or equipment and eonstruction eosis.
Commencing in Jenuary 1956, when production was started, production costs
should be separately accumulated and profits or losses arising therefrom should

be reflected in the earned surplus accounts.

BANK ovmmjlg 292.08;

There was a mt book ouré.rnft in the umnta with The Farmers and

Merchants National Bank of Los Angcln. as follows:

Qutstanding Balance

:Buinm Checks, Per Shown By
“Confirmed List From Company's

By Depesitory T. A. Frazer Books
m acgount « + ¢ o s 8 ¢ 0 @8 * 170.3%4 ‘ *Lg“‘.!i : *1,5?5.59
Speeial agcsount #2 » % 8 & & % & @ 283.45 198.94 84.51
Total « « » o . o « s 8 @ .-- ® 2 453-79 'MG-!‘P 1!292-68

caneelled checks were not available for our examination.

These liabilities were as follows:




TO_DIRECTORS:
G B, Stroste-dne 11/9/85 « « « o + + s s s s » s & $10,000.00
. 0« Ce Ashley=-N0 TOIM o & & ¢ s = s s'a = s o & o z,m.oo

Ce Fo Clothier, Jre==no T@IM « « o » o s &« 2 & o » 900,00

'15‘,800-00
T0 _OTHERS:

Leslie P. Mahoney-=-due 1/’,“ o WP, NG, B FEFRRIYS 8,‘690.09
m@ Richt.r—-d‘IU 1/“/55 s 5 & & 8 & @ 8 = B 8 SOO.W
Willard B. Austin--due 13/“/56 * s s 8 8 5 8 % o8 » 2,506-@0
Benj. C. Charles--no term 8 8 % s B 8 8 8 s b e 400.00
P. H. Charleg==no t8rm + ¢ o s s = s s s ¢ ¢ » o & 300,00

6,200.00

9,400,00

These notes and loans were unsecured at December 31, 1934. With the exception
of the note payable to C. C. Ashley and the loan payable te P. H. Charles, neither
of whom have replied to our request for confirmation, these liabilities were
confirmed by certification received from the ereditors or by payments made by the

company subsequent to December 31, 1934.

NOTES PAYABLE--SECURED--$60,000,00:

In their meeting of September 11, 1934, the directors authorized the issuance
of sixty notes, face value of $1,000 each, to be sold by Darrow & Bielaski, Ine.,
to yleld the company & total of $50,000. The notes were to be secured by a deed
of trust ereating a lien on the mill and milling equipment of the company, as
speeifically desoribed in the indenture, and were to be pald out of 50f of the
mint returns of the product of the eompany's mine end mill.

Pursuent to this suthorization, & deed of trust was created under date of
September 20, 1934 between the company and The Continemtal Bank and Trust Company
of New York, Trustee, and on Oc¢tober 2, 1934, the sixty notes were forwarded to
the trustee for certification. The entire authorization was sold by Darrow &
Bielaski, Tne., and the proceeds of $50,000 were placed to the company's eredit
pefore December 31, 1934. |



The indenture specifically stated that "all obligations of the company,
other than current aceounts payable, payroll, and operating expenses incurred
in the normal operation of the ecompany, will, by instrument in writing by the
campany prior %o or upon the execution of this instrument, be subordinated to
the notes secured by this indenture and shall be defsulted as to payment se
long as eny of the motes intended to be hereby secured are outstanding, ete.".

The followiag obligations were subordinated, in compliance with the above
requirement:

Charles C. ashley o o ¢ s w's & o & &« § 2,300.00
Grahem C. Woodwerd, Trustee . . . . . » $10,750.00
Willard B AS3IR + + s & s s s o » « « § 2,500.00

In addition to these debts, there existed, at September 20, 1934, comtracts
requiring the payment of $5,100 on acecount of sales of product for future delivery,
and notes payable to Leslie P. Mahoney--$2,500.00 and william Rishter--$500.00.
These obligations, aggregating $8,100.00, were not subordinated. Whether they
should, or should mot have been mﬂm, upon whether or mot they
represented "current aceounts payable, pamu and operating expenses". So far
as we can determine, these obligations were similar in nature to those that were
subordinated, and it therefore follows that either all of the items herein listed
should have been subordinated or none of them. In our opinion, mone of them come
within the meaning of the phrase sbove quoted and therefore all of them should
have been subordinated by written instrument.

The indenture also ineluded a provision that no salary or ethei' e’mhnua:ﬁon
should be paid ¢¢ any efficer or direetor of the company so long as amy of the
seccured notes were outstanding. No such selaries had been paid from September 20,
1934 to December 31, 1934. -Emr. cash eommissions on account of sales of
treasury stoek and other nmi:g had been paid and/or eredited to Wr. Gs Ce
Snyman and Mr. Grehem C. Woodward during that period. Although these commission
payments did not represent compensation for their services as officers and

directors, there is a possibility that they eould be construed as coming within

the intent of the phrase "other compensation paid to officers and directors".



I% will be noted that we have included in exhibit A, as a deferred charge,
$7,600 of $he $10,000 discount on the sele of the 6f Secured Notes, representing
the portion of the discount that was applicable to the period January 1, 1935
% Detober 1, 1955, The balance of $2,500 has been stated in exhibit B as
gest of finaneing spplicsble %o the period ended Docember 51, 1954.

The Continental Bank & Trust Company certified to us that $60,000 face
BERED &F thous notes ware aubetmdins.at Dosobor 51, ASBA: and Ahst ne PurdE
were them in the Sinking Fund for redemption of the notes. Fire insurence in
the fase amount df $25,000 had'been assigned to the frustu.

ACCOUNTS PAYABLE~~$13,825.46:

‘The accounts included in this caption represented balances owing to trade

orediters on open acecount. ie did not confirm these balances by correspondence.
ire To 4. Frazer certified to us that §12,805.61 of this total represented the

full 1iebility on open aecounts payable q\‘t._‘mm 31, 1934, contracted by the
Western office at or prior %o that date, miur 'Grehem C. Woodward similarly
certified to us respecting the remainder of §1,017.85 contracted by the Treasurer's
office.

COBMLSSIONS PAYARLE-~§l,785.59:

The following summary presents an analysis of the commissions payable in

ecash at Decembsr 31, 1954.

Ge. C. Snyman G. C. Woodward

Balence at June 30, 1934:

Per Alexander H. Watt &Compemy report « o« o« o $ cionan § ssenne

Credited--July 1, 1934 to December 31, 1934:

See analysis snd comment on this item inm
subsequent seetion captioned "Cash

commission on sales of treasury stock, ete." 8,540.00 500.00

Cherges--July 1, 1954 to December 31, 1954:

Checks drawn for payments to G. C. Snyman,
P. H. Charles and Thomas Moreh « « « « « » 6,809.41
Checks drewn t0 Ge Co WOOAWEPE .+ o ¢ o o o » & 445.00

m. at m@.r 51. 193‘ e & 8 & 8 8 5 8 % @ g!maﬁﬂ 55-90




5y

i3 mm& y: a.m.s: lma %0 Ge Ce Snyman includes $1,000.00 to be paid
%o Thomas Moreh by iir. Snymen, in accordance with contract dated June 23, 1934,
previously deseribed in Note D, pege 8 of these comments.

. We asked Mr. Snymen and Mr. Wocdwerd to eonfirm to us the balances of
conmissions owing to them at December 31, 1934, as shown by their records.  Mre
WM'I certification was m ag:'mat with the buanco shown in the preceding
uﬂv!u. Mr. Snyman's urﬂtmuu was presented to us without signature for
emu‘iam with our conpntatm Dirfuroneen existed in both the balance owing
in cash and the number of shares owing on ¢ommissioms payable in stock (see
comments under treasury stock). We attempted to locate these differences by
comparing our computations with memorands furnished by lir. Woodwerd, but could not
reconeile. We have used our own canputation, therefore, end the balances shown

were not substantiated by lir. Snyman.

Taxes payeble were as follows: e

Federal Capital Stock Tax as at June 30, 1958 ' . « « + « » $1,089.15
Federal Oapim s*“k Tax as &t m 50. 1m b S Vud 1,310.06
Revenue stamps [per T. A. FrazZoT) « o« o ¢« s = s s s » o o 387.50
WQWMM,QOOMHMM 2 e 8 8. 8 8 & 8 s & 60.00
State and eounty texes acerued at mine (per T. A. Frazer) 448.34

ﬂlﬁﬂass

LIABILITY ON BQUIPMENT PURCHASE CONTRACT--$4,500.00:

hscording to a letter dated Mey 4, 1985, signed by T. A. Frazer, there was
a lisbility at December 51, 1954 of $4,500.00 on aceount of the purchase of
Merrill-Crowe Precipitation Unit. The total price of this unit was $7,582.00,
of which §3,082.00 was paid on November 3, 1934. Mr. Frazer certified %o us
that there were no additional liabilities of this nature ai December 31, 1934,
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LIABILITY ON CONTRACTS FCR FUTURE
Yol 5F PRO DU CIS==35, 100,00
The following contracts were recorded in the Treasurer's office as
cutstanding at December 31, 1934. They each ecovered 50 ounces of gold %o be
delivered within one year frem the dates shown.
Guaranteed Total
L\ e : - Purchaser Priee Per Qunece Lisbility
April 5, 1954 7. Reed Collingwood $40.00 $2,000.00
June 28, 1934 Fleurette B. Lloyd g:.ea - 1,600.00
July 7, 1934 Jemes H. Beattie .00 1,500.00
g imm

These comtraets were sold at $20.00 per ounce, a total sales price of
§5,000.00. Of the discount of §2,100.00, we have shown, on exhibit A, $812.00 as
unamortized discount appliecable subsequent to December 31, 1954, and have ineluded

$1,288.00, in exhibit B, as cost of financing for the period emded that date.

LOAN PAY ABLE TO GRAHAM C. WOODWARD, TRUSTES--§5,750.00:

At April 26, 1934, this nnbint} Ssawntel W $10,750.00. Sinee that date,
$5,000.00 has been liquidated by the issusnce of 20,000 shares of treasury stock
at 25¢ per shere. The balance of §5,750.00, at December 31, 1934, was confirmed
%o us by the trustee who informed us that the liability was due snd payable, bore

no interest and was unsecured.

ACCRUED WAGES PA wl 765.48;

This liability is stated at the amount certified to us by Mr. T. A. Frazer.

ACCRUED INTEREST PA «59¢
This smount was computed by us, exeept the interest paysble %o lir. C. Ce
Ashley, which was certified to us by Mrs T. Ae Frazer. The details were &s

follows;:



ji1dard B, AUSEIN « s + s s 6 s e e e n 0 s e s e $§ 75.00

Ls Ps m" ¥k w E s FE O N e s bR e 75.00

William RIGHEST « o o o ¢ ¢ ¢« ¢ o o o s ¢ ¢+ & & ® 13.12

Ge Be SEPOBT 5 5 & % ¢ & 5 8 8 w5 B B E 3 sws 86.68
g 5 2 ; 2 g R T U
5. Co ASHLEY o« o o« o 5 ¢« o 5 & ¢ » 5 2 ¢ o % & » s » "?.u
m CAP ITAL W TAXES:

Due June 30, 1938 s o 4 ¢ ¢« W a4 sl A s s e 8 s . 174.26

m m. 59. 1m & & @ & 8 -8 e € ¢ s 8" ¢ 9" @ “.m

i 985.59

The following mnta_ have to do vith certain of the items appearing on the

analysis of echanges in donated surplus.

l‘R DE PWES __ SAIE‘S OF

UST

The f.blloung sumeary mlm this profit.

oF

SALES: _
521,000 shares at 5¢ per BhEre + o o ¢ & o« o s & = #1‘,050.09
COST:
330,000 shares at w prm . . s e s @ . ’ 9,000.00
miﬂ Walter ROWSONM + o & o o o s o ¢ & & s = ¢ & 1,000.00
Revenue StAMDS 4« » o « « & o s & ¢ o 5 & s s & & 24.88
10,0“'“

Less: Cost of 9,000 shares on hand at
: December u. 1’“ (9.060 F- 4 ‘.0305’?3) LI 275440

9,751.48
HET PROFPIT o » @ o # ¢ & & o o & s s s & o s & s o » 6,298.52
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CASH

Ty

COMMISSIONS ON SALES OF
TEASURY STOCK, BIC.--§9,040.00;

An anslysis of the eash commissions credited during the perioé July 1, 1934

%o December 31, 1934 is presented in the following tebulation:

GREDITED 70 G. C. STOMAN:

. 204 on sale of gold futures eontract %o
L I-tlncmtti..-..-...-a-...-.. #m.w
. 104 on $50,000 received by compeny from ’
. gale of seeured notes (The econtract referred to
in Note D, page 8 of these comments provided for
commissions of 105 in cash and 107 in stoek).
The minutes of directors do not contain a record
‘““Mﬂﬂf““ﬂ@l%*-o-oq-ao--o 5,000.00
Guarantee to Thomas Morch, per contraet referred %o
hpmadingltu.'........_......- 1,&00.00
Commission on sales of mm stock R E R 2!m.00

“,m.m
GREDITED TO G. C. WOODWARD:

On conversion into treasury stock of §5,000 of
the ljability to Grahem C. Woodward, Trustee.
(The minutes of directors do met comtain a
record of authorization for the payment of
this commisaion) pemasinn HEEEE 9 ,‘,.;" e s o » 500,00

The total commissions paid an sales of \M;-‘“."mm cash
ecommissions and stoeck esommissions) was 40% during the period July 1, 1934 to
December 51, 1934, ~For list of rates at whieh commissions were oredited, see

page 7 of these comments.

STOCK COMMISSIONS
= UHY STOCK

" ]

ON SALES OF

0 . i.;..

The following analysis shows ia detail the number of shares of stock eredited
%o sach individual for commissions apd/or bonus Guring the period April 26, 1984
%o December 31, 1954. We have previously stated that we were unsble to satis-
factorily verify the transactions recorded in the treasury stock assounts prior
%o Jjuly 1, 1984. Therefore, the credits for the period April 26, 1934 to
June 30, 1934 have been shown separately in this analysis, from the eredits for

the period July 1, 1934 to December 31, 1954.



. Shares
July 1, 1934 Total

P p shares to Shares Total

Apr- 26, 1934 Dec. 31, 1934 Apr. 26, 1934 Value
i e gt o %o ‘s'. bage 8 to at W per

J‘une 30, 1934 of Comments) Dec. 51, 1934 Share
Willard B. Austin . . . 1,650 1,650 $ 412.50
Qonrad F. Clothier, Jr. 800 A 3,000 , 5,800 - . 950.00
Darrow & Bi.lani Ince ssese 175'009 175,%0 “.7&-@
George Grossmen . « s+ T 100 100 25,00
Ls Pe Mahoney « « « « » sesse 1,000 1,000 250.00
W & Co. Incs. W.m B emsee g 3 77,”‘ v 19,355.!5
n. H' Pim‘ L - ) - L] (R 2 N N ] a.‘zﬁ g.“s 606.25
We Fo Raskob o o o o o« sosee 1,000 1,0& 250.00
G. C. Bnm « 8 8 8w 47.351 c 32,970 '?0,521 17,5800‘5
Ge Bs Street o s « o » ssaes 17,‘35 17,‘35 4.35‘0”
Robert J. Wialton, Jr. » ssses 750 760 187.50
S me 4 S o s e s e T SR T
Totals + 8 BOMER mgm ‘ 235!380 mgm g’!mlom

The above items noted 4, B, and C were recorded in the books through journal
entries at June 30, 1934, and the purport of the explanati ons for these entries
was as given in the following comments:

NOTE A: Commissions on sale to Flew
eontract. S

B. Lloyd of gold futures

NOTE B: Bonus of 50,000 shares as required in memorandum of agreement
r between Miller-iMurray & Company, Inc., and the company

dated December 28, 1933, said agreement having to do with
the appointment at that date of Miller-iurray & Company,
Inc., as dealers for the sale of treasury stock. Under
this agreement, the dealers were to receive an additional
50,000 shares at the rate of one share for every 10 sheres
paid for by them. On this basis, the company's records
showed & eredit for 27,351 shares (10f of 273,513 shares
sold), which we rad.mod to 27,533 shares as a result of
our communication with the dealers. This brought the
total eredit up to V7,383 shares, the number shown in the
Preceding analysis.

NOTE C: This eredit is based on the resolution adopted by the
Girectors at their meeting on December 23, 1953, which
stated that Mr. sayman should be compensated with
100,000 shares, of whieh 20,000 shares were to be delivered
to him at once, and 80,000 more shares as 800,000 shares
were sold and paid for by Miller-Murray & Compsny, Inc.,
or by any other contact which Mr. Snyman might obtain.
The 47,351 sheres were credited on the basis of 20,000
‘shares payable at the date of the resolution and :
27,351 shares, representing 104 of the 275,515 shares
sold by Miller-jMurray & Company, Inc.



The adjustments to close the agreement with Miller-Murray & Company, Ine.
were made @s at June 30, 1934, and the adjustments for the bomus to G. C. Snyman
on account of that agreement were made as at the same date. The largest part
of these adjustments was applicable prior to April 26, 1934, and the several
‘aceounts affected should have been adjusted before the preparation of the
.annual report as at that date. Had they been so reflected, stock commissions
would have been correspondingly less than the amount shown (#87,701.00) in
‘exhibit B.

‘gmoum ON SALES OF TRMSURYI SI‘OGK-@b .556-49'

w e
Thiu item raprssnnu ‘the disenuat at whinh trunry stmk was sold %o

-nuor-mrray & Company, Inc., undnr ths agromnt retcrrod %o in tho prcecdug
qoomnts. hsra were 2?3 513 sh.reu sald to that company at 18¢ per share,
'huh was 13¢ per share under par, a tem disomt of $35,5566.49. As was the
case wﬁth stock commissions (see prueecu.ng seetion of thsso cmnta), the
1a:rgut part of this disecount was wma\ﬁu p:.'hur to April 26, 1934 and should
have bm given ortmt to before the pmuatitm of the annual roport as at

th‘t date.

EXPENSES OF OFFICERS AND AGENTS--$4,148.62:

We did not examine vouchers in support of the checks drawn in payment of
these expenses. .According to minutes of direetors under date of September 29,
1931, Mr. We We Charles was suthorized to draw upon the treasury of the company
for his reasopable expenses on company business, not exeeeding $1,000.00 per
month, without being required to account for the expenditure thereof. This
authorization has never beea rescinded ia any subsequent minutes of the directors
and, therefore, Mr: Cherles' expenditures of §$2,993.60 during the period under
sudit, being within the maximum authorization, were properly peid by the company.

All of the items charged to G. C. Snyman were earmarked on the ecompany's
records as iravel cxpenses.
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GENERAL
. .The deteils contained in the financial records maintained by the Treasurer's
office were inadsquete to permit us to readily verify the transactions relating o
sales of tressury stock and the payment of commissions and bonuses thereon.
Commission records were available for only a part of the period and they were in
memoranda form only.

. The reeords and supporting date covering the costs incurred at the mines for
development, comstruction, machinery, equipment, operations, ete. were maintained
at the Western office. INone of the transactions covering these costs were taken
up eurrently on the Treasurer's office records, At irregular intervals journal
entries were furnished by the Western office $o0 record the net changes, in the
various accounts, and these changes were thu reflected in the Treasurer's office
lédger in totals only. Similarly, the Treasurer's office rendered a monthly
gtatement to the Western office, comsisting of a chronological recapitulation
of the items shown in its eash book and journal, We were informed by Mre We We
Cherles that the Western office ledger, attho end of every month, reflected the
eomplete picture of the company's financial eondition and thai the Treasurer's
offiee was looked upon as a financing office, interested only in such records as
were necessary to eontrol that particular phase of the company's activities.

It is our opinion, however, that the complete and final ageounting records
should be located at the Treasurer's office, and that the mine office should be
subjeet to dally or weekly econtrol through detailed reports, to be furnished by
4%, covering purchase commitments, payrolls, cesh disbursements, etc., and that
these reports should be taken wup eurrently in the Treasurer's office records,

The mine office account on the Treasurer's office ledger should at all
$imes show the balance of essh in the revolving fund available at the mine and
4the mine office reports should be the bases for reimbursements of that fund by
the Treasurer's office. We have not overlooked the fact that the eompany has

been hard pressed for cash to meet expenditures for operations and development.




The change of accounting eomtrol here suggested would not be rendered inefficient,
however, because of that situation. As a matter of fact the finamcing of
operations ¢ould be more effiociently undertaken by the Treasurer's office if the
exact status of the eompany's finanees were sontinuously available o those %o
whom sush information is most necessary.

We also suggest that the minutes of the directors be reviewed and action
taken to bring them into conformity with the facts where conflictions or
differences exist. We noted, for instance, that tle nlm.-y of Mr. T. A. Frazey,
as approved on January 14, 1932, was not to ;xcud $150.00 per month. We under-
stand that $200.00 per month was pald during at least the latter part of the
period reviewed in this report. We also noted that certein important trensacti ons
respecting commissions and bonuses were not covered by authorizations., The final
dlsposition of certain proposed contracts was not found in the minutes, sueh as
the contract with John W. Fry & Company, dated December 2, 1933 (see minutes of
December 12, 1933) and contract with Lyon, I‘?Rn& Company mentioned in minutes
of July 10, 1934. TS

We were informed by Mrs W. W. Charles that mo fidelity bonds were in force
on any of the officers or employees of the company.

It was noted that sales of treasury stock since December 31, 1934 had
reduced the numbers of shares in the treasury to a point that was only slightly
in excess of effective options.

We have found it necessary to comment at unusual length upon the results of
our auddlt, the scope of our examination and the exceptions to our verifications.
e have not intended that inferemces should be drawn therefrom that the differences
of omission and commission noted herein resulted from anything other then overe
sight.We feel, however, that such important records should have been given more
eareful and experienced attention. The changes recently made in the accounting
system at the Treasurer's office, if followed exactly as instructed, will cure
all of the defects heretofores present in those records.
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Bxhibit A AL :

ﬂﬁM‘&mm condition as presented in exhibit A

§1,822,882.49

119,178, 94

PR, 041,45



ASSETS LIABILITING, CAPITAL AND SURPLUS

$ ABTITE .

CAPTTAL AND SURPLUS:

uining property, buildings, machinery, Gommon eapital stock, &uthorized~-

%%ﬁi’&z, H00Ll8, 8%Cs ¢ o 4 4 o 6 » w @ $1,721,499.81 6,000,000 shares, par value 25¢
Furniture snd LixPUTBS o o o 4 0 s 8 B 995,60 ; wach, all 1s8u8d » & o o o o ¢ » $1,600,000.00
AUt BPUGYE o o o 4 5 % 8 5 6 e 6 s & B 5 B 4 755,00 ‘ iess: Held in treasury--B94, 585
Less; Regeprve Tor depregiation o+ » « » 155,12 ghares, less 44,046 shares
' Bol.88 , veserved for payment of
‘ $1,723,077.29 gommissions on sales of
T ABSHIS: : treasury stock, ete. Of
= the balance, 214,000 shares
ash on hoand and in bazks . o o o & v @ @ s6R.22 ars under option » o s - 187,584.75
Asoounts receivable o . ¢ o o s 6 0 8 0 @ V3.68 $1,562,415.26
vnfinighed produet o mill « 4 + o o 5 o @ 3,509.97 Donated surpluge-exhibit B ¢« + » » 260,447.24
§i§%3 iﬁ. ﬂ%ﬁ?@k & & = £ ® B v B 3 B2 @ B %,?‘2@.6’7 . ‘ ' @:’uéﬁgpaﬁﬁﬁ‘%g
\ 8,685.48
i CURREWY LIABILITIED:

T Bank overdraflt @ % 8 6 v 8 b » @ 1,892.08

Casgh in suspended banks o o+ s s ¢ o 8 0 » 2,006,653 Hotes snd loans paysble--unsecured:
Less  RNesevve Tor losg8 o o e Q,@&é@gg To Birectord o o s e 6 0 5 & 2 » 3.%,2%%3«‘3‘3@
UL T o Bogbab To othars + & s ¢ # » 8 s % & » 532@@0@0
peposits with public utilities . o 1,444 .58 v Notes payabls--gecuped;
1,444,568 Yufler indenture butween the
‘ amgsm'miaﬁ and The Continental
DEFERRED CHARGES: Bapk & Trust Company of New York,

ﬁ-ﬁ trustes s &« s v o v 8 @ 8 @ g&,%@@o@
imexpired Insuranee o« « » » ¢ o 2 5 v o o B22.08 Avgounts payedle + o & » s 6 8 s @ 3&’5,%@3&6
unamortized diseount on gold fubures Gommissions paysble o« o ¢ e 8 o 1,785,569

eontrasts o 5 5 o 0 s 6 e 8 @ e w8 4 812.00 Federal, state and eounty taxes
mmamortized diseount on seewed notes . . '?,ﬁfiﬁo@@ ’ PEBYEBIE o s 4 6 9 o & 6 ® » 8 @ 5,694.99
' 1§, 884,08 Lisbility on equipment purchase
sontracy 4 B 8 & 8 ® 5 & % @& @ %Q%@@n{}
Liabilisy on eomiracis for fubure
delivery of proluess « o o o+ o o 5,100.,00
loags payable te Grshanm (. Woodward,
%rwt%“*mﬁﬁemﬁé & » B » @ @ 5,?&&‘
Asorued wages Bysble . o o s o+ 2,766 .48
Aserued interest payable . ¢ s o 988 .59
hoorued insurance pay@ble o ¢ o e 181l.78
119,178.9%4

A2, 00043

CERTIFICATE: we have made sn examination of the finaneial books and rectrds oldtone
gabin Consolidated winmes, Inc., as at December 51, 1934, subject o the @am&aﬁ;@ gdtained

in our report dated July 18, 1935, we certify that, in ocur cpinion, the above E‘%&%ﬁm’i}
 eorrectly reflests the financiel ewéﬁﬁ;mﬁ of the sorporation at December 31, t%%éw




Exhibit B

. SIONE CABIN CONSQLIDATED MINES, INC.

in Donated Surplus

§, APRIL 26, 1934~
N BY PUBLISHED RE

a 9 ® % = ® ® “w'm‘“

less: Adjustments made by Alexander H.
Watt & Company at June 30, 1934
" presulting from the omission of
eertain commissions on sales of
treasury stock that should have
been included in such prior period $ 5,643.75
Adjustments to show liability te
gonrad F. Clothier, Jr. and John
A+ Herris, Jr., Trustees, on
ageount of 25 shares of treasury
stock owing to them at April 286, '
w..oooonoooonoo 6.85 3,850-00

w NG APRIL 2‘. 1984==ADJUSTED o o o 406,555-98
INCREASES:
Royalties received from lessor of
wm;mm’"""""’ 461.90
Estimated mint value of unfinished product . 5,257.54
Interest on deposit with Sierra Pecifiec
Power COMpany e s = » o & o & s » o B59.52
mmﬂma............ 102.11
Profit on purchases and sales of
voting trust certificatés . . « « o+ » 6,298.52

yaluation, at 25¢ each, of 9,000 shares
of voting trust certificates on hand
at December 351, 1934 . o & 5 s o s & o 1,975-& 12,155.99

418,789.97
DECREASES:

cost of finaneing:

Ccash commissions on sales of treasury

.mk' m. - L ] L ] L] L] L » L L ] L ] L ] L 9.0‘0.00
Stock commissions on sales of treasury

gtock, @tCe s s o 4 s s s 0 0 s v 8'?,?91.00
piseount on sales of treasury stock . 35,556.49
Amortized discount on sale of secured

”ml.‘.'tt...l‘ll. 2.5&0'@
Ilwaim notes + o« + & & o 628.51
Interest on other indebtedness « « « » 716.81
Revenue stamps--secured notes . « « » 60.00
Trustee fee and counsel fee--secured

m” L] L ] - L ] - - a - o - L ] L] L L L ] 600000
Amortized diseount on gold futures
o Gmu PUETIIPRE U T o T e S R 1.28‘.00 138.090-31

Forwarded ¢ « ¢« o« s & o o & o o o m,@%.sl "10'73’-’?
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STONE CABIN CONSOLIDATED MINES, INC.

Analysis of Changes in Donated | lus
April 26, 1 December 51,
mm mnwm ® & @ L] L [ » * L] - - »
DECREASES (CONT'D):
Brought forward « » « ¢ « o o ¢ o o » &« $138,090.81
Expenses of officers and sgents:
We We Oharlal s« & ®» ® 8 % & ® 8 ® & 0 ‘ 2,9“-%
G.G.Snymﬁn.........-.-. 956.91
Cs Fu Clethler, Il & ¢ o s » & s & @# 56.72
G-C.?i’oodmd.-.-.-....-- 1‘105?
—  4,148.62
Teehnieal axpenses:
L.sa-l and accounting « « » « o s o o o 766.16
Engineering + o s ¢ o s s s & 2 s o 762.15
mee—— LR
Taxes:
Franchise tax--State of Delaware . . « 75.00
Federal Capital Stock Tax at '
June 30, 1934 . o o s s s s b 2 0 1.‘100“)
gtate and Omty $BX8S » « » s » o 3 0 597.79
——— . 2,027
gtock transfer expense, etc.:
gecurity Registrar and Transfer Co. . 287.54
Cost of stock eertificates . » + » » 125.00
gorporation Trust Company of imeriea . 151.95
564.49
Test runs at mine, experimental, etc.:
Cost of mining--July, August, December 1,749.09
gost of milling--July, August,
December « » o o s s s ¢ & » & s v » 3.‘55-20
morimtal SXPENSBE o+ » o+ s = 1"29-“
Sampling eXpenses. ¢« « »« + o s 0 o » @ 980.04
Depreciation--Dodge truck o« « « ¢ o 183.12
mw of watchman e &8 ® & & ® s 8 @ 200,00
—  7,175.30
All other decreasss:
Stationery, printing and postage  + « 363.07
Rent of Philadelphiﬂ office .+« + + » o« 355.00
Telephone and telegraph « « « « » o o 707.12
Annusl meeting 5 o 8 & 8 8 ¥ v * & @ 260.63
Publicity o+ » s o = o o ¢ » s s s ¢ o 320,00
Antieipated loss of cash in suspended
banks o+ ¢« o s ¢ s & 2 4 s 2 0 8 s 2,008.53
Hlscellanaousd « « ¢ 5 ¢ & 8 » & & & » 540.06
43553.41

BALANCE, DECHMEER 31, 1934--exhibit A . .

Exhibit B
@

$418,789.97

158,342.78

gso!uv.u





