NOTES ON ANNUAL STOCKHOLDERS MEETING
oF
MOUNTAIN CITY COPPER COMPANY
AT
SALT LAKE CITY, APRIL 4th, 1958

3 A0 0O By Jay A, Carpenter
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According to my notes, President Elton reported asg followss

Nonw of Bhe 11 2/8 million pounds of copper of hand on January lst, 1938
has been sold, or none of the production of Januery, February and ilarch, leaving on
hand to date about 174 million pounds. | 2

The bank loans of $450,000, remain &8 on January lst, but the indebtedness
to International Smelting & Refining Co., has been incressed from §502,514.54 to
$618,000,00 at the present time, or & total of the two of §1,068,000,00, The bank
loen is &t a 2% rete, end the International at 23f.

In Harch there was produced 2,5 million pounds, but April production will
be cut to 0.7 million pounds, operating 5 days 2 week.

The hauling charge on ore and concentrate to idountain Home, Ldaho, the only
road open,is now $58.75 & ton for the 117 miles. The road to Elko,if the new cut off
is completed,will be but 82 miles and should reduce present hauling costs to $5,00,
as 10 ton trucks can be contracted on about a $8.,00 an hour basis.

The present trucking contract hag 24,000 tons yet to be hauled. Our
advance of $80,000 to the contractor to be repeid st §1.00 a ton, hes btut $4,000
yet unpaid,

The recent raise in freight retes of 10% will increase the freight rate
from Ely to Salt Lake from §$2.00 to $2.20 and the rate on blister copper from Salt
Lake to the Bast from $12,50 to §18.,75 & ton, therefore the need of & lower trucking
rate to the railroad,

At the mine the scale of pgy is 50¢ a day under the Butte seal®, which
varies with the price of copper. The peak pay last year for miners was J6.50,
and it is now $4.75. There is no union end most of the lsbor comes from Idaho
farm digtricts and is trained to underground work by the Company. An apprentice
‘nthod is used. After € months at mucking, the man is advanced to an apprentice
miner, and after 6 months more to & miner at miner's pay. 4t one time only 12 men

in the mine had ever worked at any other mine.
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The men are ccnzqntad, especially the married men, who rent the new 5

. & month
room lpartnlntl for $15.00 and pay but 1,04 & kw, hr. for electrieity for lighting,

cooking, refrigerstion, etc.

There are no new capital investments of any size contempleted at the mine
this year.

When questioned as to the late development work on the 700 hevel, and the
present ore reserves, he asked the stockholders to interview Ton Lyons, geologist
and direetor, end see the mine model,

When asked #bou‘b verious costs at the property he said the cost records
were all available.

The minutes of the last Director's meeting were reed, and lMr. Elton stated
the record of all of the past year's mectings were open to the stockholders.

4 vote of thanks was given the management by those present, and thé same
Directors were reelected without opposition.

My Notes on Mir. Tom Lyon's Stotements

The Compuny‘has drifted for. over 800 ft, on the new 700 Ft. Level under the
"600 Ft. Level Ore Body"in low-grade vein material. Near the end of this drift, &
raise to the 800 Level encountered abruptly &t 50 ft. up, the 600 Levcl eoppor sul-
" phide ore '%&y of milling grade, and was still in it at 25 fi. above the 600 Level,
Development work will, in time, tell whether the vein becomes lmpoverished at the
700 Level, or if another flat fault may have displaced the eontinuation of the 600
Ft. ore body with depth. |

Hotes on the Minutes of the Director's Meetings.

The Directorsin April, 1987, aspproved a contraet with the Intermetional
Smelting & Refining Co,, for the suelting of its ore and concentrate; and for the
refining and sale of the copper, :

The main points of this contract, as attached to the Director's minutes, are
as follows:

The contract is from April 1, 1957 to Merch 31, 1959, and thereafter until
canceled by one yesr's notice.

‘The gold content to be paid for if over 0.02 oz, per ton, at 91% recovery,
at U. 8. prife; the silver content at 95% recovery at U. 8. price; the copper econtent
at 973% rteowufy less § lbs. per ton ore, at sale price obtained, The copper econtent
is to be determined by wet assay method, and the copper is to be turned over to the
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Anaconda Sales Co., as electrolytic copper within 100 days from receipt of ore.
The average asgay is to be taken if the difference does not exceed 0,01 oz. gold,
0.10 oz,, silver, or 0,1% copper.

The base suelting rate is to be $5.90 & dry ton of ore (ore or concentrate)
based upon 50¢ an hour for eommon labor at the smelter, and upon liquid gas as fuel
at 10¢ to 124 per one million Btu,

err each 10¢ increase in hourly wsge, 504 is to be added to the smeliing
rate, with fractions in proportion. ZThis cost per labor hour is to include actual
wage, plus all overhead cost of lebor, such as sccident compensation, hospital,
old age, unemployment, vacations, ete.

For each 2¢ reise or drop in fuel prices, 10¢ i& to be added or subtracted
from the smelting charge. ;

Qﬁote: With a 50¢ base for lsbor, and 504 increase for esch D¢ variation,
indicates the base is prediaatsd‘on 5 hours labor charge per ton smelted, or $2.50
e ton, likewise the fuel charge is figured at 5 million Btu. or 50¢ a ton.)

This smelting aﬁ&rgé ig just to the form of matte, as tiiere is a separate
converting cherge to blister, of 0.4¢ per 1lb. of metal copger produced,

To refine the b&hater:‘at the Perth hmboy, New Jersey plant; ile charge
18 that of freisht fron Salt Lake, being §12,50 & ton in April, 1957, and & rate of
$20,00 per ton of refined copper, based on labor at 52,54 an hour, with a 15¢ var-
istion per ton for each 1.0¢ iariation in lsbor cost, and based on coal of 14,000
Btu, et $4.48 e ton with a 40¢ varistion for each §1.00 variation in cost per toy,
or on fuel oil of 18,500 Btu. st 2.864 a gallon, with a 70¢ veriation for each 1¢
variation in cost per gallon.

(Notet This indicates a labor cost of 15 hrs. per ton of copper for
refining, end 800 1lbs, of ¢oal, or of §7,90 for labor and $1.80 for fuel.)

The rate is to be determined for each calendar month, and to be spplied
the following month,

The Aneconda Seles Co. is mede the sales agent at & commission of §1.50
per ton of copper sold to the American Brass Co., (a subsidiary of Anaconda) or
$2.50 if sold to others, (The average amounts to 0,1$ per 1b. of copper)

The above contraet ig & trestment, not a purchase contract, and the Company
assumes all cost of reduction to metal, requiring a 100 dey period, before sale of the
‘copper can be made, Previously a direct sale had been made to the International
Smelter at Salt lake,
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In the April, 19857 meeting, & resolution was passed giving suthority to
issue querterly to eech stockholder, a coneise statement showing the balance
pheet and income account., (This has never been carried out.)

At a Mey 15th, 1937, meeting, the contract with International Smelting
wae formally ratified, end arrangements confirmed to list the stock on the New
York Curb,

At & September let meeting, the President reported & production of 1%
million pounds under the new contraet of 4pril lst, with 0.5 million pounds unsold,
snd estimated at 1%¢ a pound value.

At & September 80th meeting, it wes amnounced that with the price of copper
falling to 12¢ production rate would be cut 20%,

It was stated that during the last two ysars the Company had spent $45,000,00
on the Idako roeds, 2nd an authorizstion was given to advance up to §5,000.00 =
month for 4 months for Nevada rosd construction.

At & September ¥0th meeting the mine productlon under the new contract
was given et 2.8 million pounds in April, 5,0 million in Hey, 8.0 in June, 2,2 in
July, 8.7 in August end 2,5 in September, or 17 million pounds totel, ( later figures
were 2.8 in Uctober, 1,7 in November, and 1.7 in December) @ the 17 million, 7.48
miliion had been sold for $1,000,000,00 (15.85¢ a 1b,), with 5 million contracted
for at #725,500,00 (14.5¢), and with 4,5 millior pounds unsold.

| The profit for the yesr from Jenmuary lst to Auguet Slst was given es
$848,000,00 with §23,000,00 to be deducted for deprecistion end §210,000.00 for
depletion, leaving $615,405,00 from which would be deducted §91,000,00 for Federal
Income Tax, leaving & net balance of $524,405,00. However, due to the uncerteinty
of the copper market, no dividend was thought advlissble,

At a meeting on December 2nd, the President steted that the expenditure
for the yesr in fixed assets would total $545,000.00 which ineluded new buildings,
tailing disposel, payment on Black Fock claims, patenting claias, water supply, ete.

It was estimated that by the end of the yesr there would be accumulated
11,2 aillion pounds of unsold copper at & cost of $89%,000.00 (8¢ & 1b.),

A resolution was passed as followst "Rhersas the surplug profits are now
in excese of $600,000,00 and by December lst will greatly exceed this, therefore a
254 per shere dividend is declared payable December 23d, 19237, and the President 1is
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directed to borrow the necessary cash needed, paying up to 4% interest.”

At & December 27th meeting the President reported a losn of $450,000,00
at 2% rate, with $150,000,000 each &t the Continental and First Netional Banks
of Selt Leke, and $100,000,00 at the Welker Bank of Salt Lake, and §50,000.00 at the
Mnglo-American at 8an Franciseco, with slso, §145,000.C0 from the Internstionel
Sueltings

On March 25th, 1988, the ennuzl report for 1987 was presented, and a
stetenent made that to date there was now 18 million pounds of copper unsold, and the
loan from the Intermationsl Snmelting Co. had been increased to $618,484.00,

The selient features of the ammual report can be stated as follows:

The year's production is given ag 26,148 tons of direct shipping ore (assey-
ing sbout 26% copper) and 150,222 tons of milling ore agsaying 8.264% copper. Fronm
the milling ore there was produced 45,480 tong of concentrate assaying 22.485%
copper. 1Ihese figures show a concentrating ration of 2 7/8 tons of mill ore inte
one ton of concentrate, with & saving of 94 2/5% of the copper content.

Practically all this tonnage of crude ore and concentrate was shipped out,
giving & net production of 35 million pounds of copper, with an almost negligible
content of silver and gold,

The company in April, 1927 changed from the policy of gelling direct to
the smelters, to that of paying all costs of shipping, smelting end refining, and
selling the copper through the Anaconde Sales Compsny. 4t the end of the year there
was ebout 11 2/5 million pounds of eopper unsold, or % months production, which is
valued 'g& coet®; or $969,271.85, indicating a cost of 8,34 & 1b, Adding to this
valuation, that of SB,?OG‘GBO.GO for copper sold, gives a production valued at
‘5,6801000.00 for the yesr., This gives a value of about $25,80 & ton of ore mined, at
& gpelling cost of 11,154 per pound of copper.

The cost of mining and milling is given as §1,120,820,45, with a slightly
greater cost of $1,228,863.64 for smelting, refining and transportation, giving a
Mﬂ. cost of $15,07 & ton for these iteme. In addition to these items are, amnong
others, "Federsl income taxes," estimated et §187,74%,88, and "Depreciation” set
at §154,608,75, The "Net Income without deduction for mine depletion® is given as
§1,059,298.67, or $6.,80 a ton on the 156,000 tons mineds This amounts to about 20%

of the gross, which is an excellent margin of ﬁrofit on & 11,15¢ copper merket,
¢
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A dividend of 254 per shere on the £,3871,427 shures of stoek accounted for
sssz-,cm'rs of this Net Income, and & leng liet of improvements mede during the year
is gim, which probably accounted for mueh of the balance of its ¥or instance, "an
NM&% to the flotation depertment me:"eéieﬂ the capacity of the aill fraom 300
tons to spproximstely 450 per day, | |

iy | Current liebilities are high, totaling §1,030,489.98, boc&use‘ of le?ul made
onnmm copper, but the current sssets including this unsold copper, totel ‘
61,4&1,450.91, or an excess over current liabilities of over & third of & milliony
or M‘ a ";ﬁlmro.

Mo statement is made 85 to ore reserves, As to development work om the
10‘#"1@, er 700 Level, the report states: "The vein was cut December lst, By Jamuary
1st m toet of drifting hsd bees sccomplished, The vein developed to thatldat;s m : ;
101 Mt and similar in asppearance to the vein developed on the 600 Level ahoves |
“!“he ériﬁ, however, had not quite reached & point far enough westward to be beyond
the Mu‘bed poeition of the ore body ag developed on the 600 Level."

| Gost Lata for the 1987 Qperations.

' From the cost sheets I took the following duta:

: &;uare set stoping of 185,789 tans, gave & cost to chutes on mine levels ofy
“L&hw, ﬁ.&e; Supalies 66.6¢3 'Fxpenses! 50¢;"totaling $2.52 being the direct cost.
lmtther Makdm vas §2.84 for operating, with 18¢ for repairs, or $2.5&, Of the
1,59 labor, 649 was for Ainers, 60¢ for mickers, 3¢ for shop labor, 5¢ for super-
iﬂﬁﬁi‘muﬁ‘, ete., The indireet cost for stoping, or "iiscellaneous™ is given ap 78¢
which added to $2.52 gives $3.31 total, or $450,000,

Development work; to find ore and prepere for mining it :-
On the ™200 Lo_vel“ ore body" $210,000,00 Tone ore produced 24,839

On the "600 Level * * ¥ 44,000.,00 " " " 50
By Shaft Sinking (260 Et.@:§$L8L)) 84,000.00 " " ~= none
By Top Slice Preparation on  loicl
200 Level

_44600,00
M?,BOQ&O being both direct and indirect
charges, (Footeage of he:dings driven on'm and 600 Ore Bodies" dsvelopment weec
not given :tn feet,as usual in most reports, but expressed only in tons of ore produced
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This expenditure of $289,600 on the totel 160,000 tons of ore mined, gives
& development cost of $1,80 a ton.

Under the head of "Producing Ore" is given, evidently, the total expenditure
to deliver the broken ore from chutes or facee to the surface ore bins, The cost per
ton is divided into "Labor, 11#, Supplies, 5¢; 'Expenses' 5Z¢; and iiscellaneous, 204"
totaling 88¢. (Based on the 160,000 tons of ore from stoping and development, the
total cost per ton figures out at $5.50 a ton, delivered on the surface with about
one~third of the cost for development and two-thirds for mining.)

The rather unusual charge termed "Expense" is the pro-rate charge of some
18 "Redistributable Charges" such as 8hops, Electric Power, Hoisting, Steel Sharp-
ening, Air Compression, otor Haulsge, Pumping, Ventilation, Sempling, Asseying,
Safety, etc, The total cost of "Electric Power" wae given as $61,000,00 for the
year, with $5%,207.00 to the Idaho Power Co. (This for 160,000 tous, gives a totel
cost for power for all wmining, milling, and surface plent use, of 38¢ & ton. 4
power bill for ome month, gave & cost of slightly under 1.0¢ per kw, hr. used.)

The total cost of "Pumping® was given as §18,418.00 divided into labor,
‘8’;!3‘2.00; electric power, $5,680.005 repairs, $5,600,00; etc. (In shaft sinking
over %00 gallons a minute was pumped to the surface.)

The total cost of "Hoisting and Lowering® was given as $62,02%,00, with
laebor at $42,000; power at $9,750.00; repairs at ¢8,000.00; etec. (This is a high cost
of neaﬂyliw per ton of ore)

Direct costs of milling, under "Mill Operation" ere divided into Labor, 355.6¢;
Supplies, 56.4¢; and "Expenses", 58,64, or a total of $1.08 per ton for the 130,282
tons milled,

0f the "Expenses", 21.4¢ was for power, 5.6¢ for hesting, 8.7¢ for lebor-
atories, stec.

Another diviBion given wes 92.4¢ for operating end 13.3¢ for repairs and
replacements.

Another labor division indicuted a total crew of 24 men, inecluding repair,
shop, and superintendence. Thie for 860 tone a day is 1 man, or 1 shift,for 15
tons milled,

Of the supplies, reagents cost 18¢ a ton, steel balls 9¢, repair parts
5.8¢, ete,

The indirect, or "Miscellaneous" charge for milling amounted to 0¢,
giving e total milling charge of §1.06 plus 30¢ or §1.56, The nill ore averaged
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8.26% copper, 0.£60 oz, silver, and 0.0088 os. gold, with an Llusoluble eontent of
50.%%iron; 16.5% and sulphur 16,688, The tallings ssseyed 0.628% coppery T2.T%
insoluble; 9.82% iron snd ©,58% sulphur,

The metal lose in cuncentrating wes B.4% of the copper, £6.67f or the
silver, and 87.27% of the gold, :

The "Mlecellanecus" account totaled $814,000.00, or $1.34 per ton of ore
mined, Sous of the subdivisions of this account weres

Belt Lake Office, Sularies, seoounting, purchasing, ete. §19,000

Mine office &t aine 198,000
Engineers office st aine 7,268
Henagers office st miney Suisries, Bebor, Auto 15,102
Camp malnterance .
 loads &7 ,000
Insurance, fire, group £,4400
: Tuxes ' 88,812
Adainistrationg-Reports auditing, advertising, director's
fees 2,880

Listing Stock, certificates, trensfer fees 13,518
Capital stock tax 20,000
*This "ifi poelleneous® cost wes pro-ruted beck, giving approximstely to "square set
stoping und development™, 76¢, to "producing® 20¢ and to "ailling", 56¢.)
Expenditures charged to cepital sccount totaled $593,000.00, divided Lnto
¥ew Buildings, $152,784,00; Cemp Bquipment, §55,000.00; Mine Equipment,$68,000.00;
#111 Constructlon, $47,000.00; Tailings Dispossl, §16,000,00; and Hlasek Hoek
(an adjolining group of claims) option $52,844.00.
The %6,000 tons of ore shipped without allling everaged sbout 20.85%
copper, O.4 o3, sllver, and .008'6mg gold. The 44,619 tons of concentrate, LZ.6
$ coppor, 0.58 oz. ellver and,01 oz. gold, The crude ore as shippec, contained 2,04%
moisture and the concentrate 8,5%.
In the "Teurs Gost of Sales"; the total cost of hauling is

given as $289,000,00 or $4.10 a ton
and the totel cost of freight to the suelter 489,000,000 or §2.88 a ton
§478,000,00

Suelting, freight, refining, selling and delivery 149,896,060
ﬁ’m ,M.OO
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Cost of Mining and Milling (without Depreciation or Depletion) $1,017,000.00
(This shows a greater cost to msrket & 22,57 copper product, than to produce the
same at the minel)
In the "Cost per Pound of Copper Produced"-

Mining and Milling 5,08 ) 4.5¢
Transportation to Smelter 1.4a¢§
Deprecietion($£08,000) " it 654
Smelter Treatment 1.50¢
Freight and Refining - T 1.67¢
Total 8.10¢
Less Gold and &ilver Credit _»018¢
(Selling cost iz sbout .l# edditionsl) Net 8.078¢

(The ennual statement gives the cost of the 11 2/% million pounds on
hand as ‘ 8.50¢)
| Conments on Costs snd Frofits.
The annual report shows & production oft
26,148 tons of direct shipping ore and
M $ % miiing ore,
156,570 tons total. ,
The "Net Production® is given as 35 million pounds of copper, or 210 lbs.
per ton or an average of 10.5% copper.
This is & very rich eopner ore compared with the ores mined in Ely averaging
1.0 to 1.5% copper}
The total costs of 2 1/% million dollars, amounts to about $15.00 a ton,
- & very high cost compared with§l.50 to $2.00 at Ely!
Even at 104 copper, the 10.5% ore would net $21,00, leaving over a 25%
nergin of profit, or at the rate of over a 85¢ dividend & year.
However the 26,148 tons of shipping ore produced 40% of the eopper, while
the 150,222 tons of milling ore (or 5 times this tonnage) but 80%. It took 3 tons
of milling ore to produce the same number of pounds of copper &s 1 ton of the shipping
ore. At the cost of $5.50 per tondolimed to the surface, and $1.55 for milling, the
3 tons of mill ore converted into concentrate of the same copper content =8 the
shipping ore, would entail an expense of 5 times $6.85, or $20.55, while the shipping
ore's only expense was mining, or $5.50 & ton. Thie saving in cost of $15,00 a ton
on the £6,000 tons, or 16 2/5 of the ore mined, can be credited for about 40% of

the million dollar profit for the year,



ey s

-10-

Another viewpoint, ile thet the total cost, without incone taxes, depreciat-
ion &nd depletion, per ton mined for 1987, was §2,549,684,00 for 156,570 tons, or
$15.00 a ton.

To have hed the sane copper eontent 1f all the ore had been of the milling
gf&dﬁ, 34§9f euppir, there would have had to be mined 52,000 more tons at $6.50
end ?a,bao more tons milled at §1. Bs, et a total cost of &pproximetely $391,000.00
more, xhia would have 1nnreased the total eost to approximntely@i,?ﬂb,000.00 and
lovured the pro!its about $¢00,060'00, With 88 million pounds of copper, this nnuld
have 1nersassd the cost to 1a¢ per pound of copper,

: L drop to an aversge 6% copper ore, which is in general a very high coprer
aontqn@ﬁn&ll ore, would have reduced the net copper production to 19 million pounds
of copper, ‘end with last yeer's expenses, giving & eost of 14.3¢ per pound of copper,
which ioui& have been more than last yeaf;s‘average price.

.‘Of'eOnrae‘iﬁ tines of adverpity expenses could be reduced, end likewise
last ‘year's high development costs lowered, bui the necessarily high wining costs,
tﬁ&jthe high trensportetion end marketing ecosts due to the low eoncentrating ratio,
and dist;ncb from merkets, will always keep the total costs per ton of ore mined at
a high relative rigure. » :

The ennuel report failed to give the most import&nt figure, that of tons
of o#e_in Pgight", An outside enginei;,}regggzzgg in #arch, 1987, for 1listing on
the New York Card, iatiﬁnted the proved, probable and possible ore at thet time, at
Be&,?ﬁO'tbhs of 11% copper content. Roughly, based on last year's costs, sale prices
and-prﬁfifl, thin ore would indicate close to five million profit, or $2.00 a share
in 4 years tinme.

Thie estimate included the "600 Ore Body™ which is below the enriéhed zone
of secondary deposition from surface leaching, or in the primsry sulphide ore. This
or§ body will probably bresk a mill ore of 5% to 8% copper content.

This is the type of ore to be expected if founa below the 600 Level, or
with greater deph. Since the dcvelopmsnt work on the '600 Ore Body"™ in 1937, which
probably included the new 700 Level work, (costing §44,000.00, or a possible
2,200 feet at $20.00 & foot) produced t§§ ‘§O tong of will ore®, there wes probably
no additional tonnsge developed over Béeion’s estinate, and with the 700 Level barren

todate. On the 200 Ore Body there was probebly a consicerable tonnege developed,



but the enmual report states thet the development of the main ore body én the 200,
500 end 400 Levele was completed during the yeer, and todate the 700 Level hes
developed no ore, Teking the sbove into considerztion along with the length and grade
of pay ore decreasing with depth, there are signs that the 1life of the mine will be
limited to lese then a decede st the present rete of plant capecity of 400 tons

& day, unless the unexpected heppens, 2¢ {8 so frecuently related of mines, but which

occurs so infreguently.



