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GRASS VALLEY (Nevada Co.)

June 29.—General Manager Albert
Crase of the Idaho-Maryland Mines
Corporation testified here today in
the National Labor Relations
Board's hearing, the chief reason
for the closing of the old Bruns-
wick Mine in April was because of
highgrading by the employes. He
said the loss amounts to approxi-
mately $400,000 a year in the Idaho-
Maryland mines.
- The International Union of Mine,
Mill and Smelter Workers precipi-
tated the hearing through charges
the company closed the mine as a
move 1o block the activities of the
union in this district.

Theft Attempt is Described

Crase testified the final decision
to close the mine was reached after
an attempt was émade last March
26th by one of the miners to move
| five pounds of high grade ore from
| the property. He stated the high-
grade was found in the working
|clothes of the miner, whose name
was listed in the record as Jack
Cuffman,

H. A. Haws, former chief watch-
man at the mine, testified a car
drove up to the old Brunswick
shaft and a man asked for Cuff-
man, stating a relative had been
hurt seriously in an automobile ac-

cident. .
Watchman Is Warned

Haws, warned in advance by
Crase of the attempt to get the
gold from the mine, said he refused
to let Cuffman go near the car when
he came to the surface. He said a
watchman was present when the
man changed his clothes. When
'the miner left, the highgrade was
found in one of his stockings.
| Two pieces of the ore were in-
| troduced in evidence, one weighing
three ounces and estimated by
Crase to be worth $50.

On cross examination Crase was
asked if he believed all the men
at the old Brunswick Mine were
highgraders. 3\
Crase Expfeisds Sorrow '
“There were a lot of good men
at the mine,” he said. “I am sorry|
this thing ever came up. It hurt me
| more than anyone will ever realize.
That is the reason why I said the
mine didn't pay, when I closed it
down.”

Crase said no further operations
will be undertaken at the old
Brunswick. Any ore taken out will
be mined through the new Bruns-
wick workings.

In testifying as to the highgrad-
ing activities he said the old drain-
age tunnel at the old Brunswick
was broken into twice in 1936 by
highgraders to get the rich ore
from the mine.

Officials Testify

Witness Says Gold Thefts
Caused Mine's Shutdown

was asked by Astorney Bertram
Edises of the labor board.
“What are you going to do at
old Brunswick?"
“I don't know,” Cowley answered.
“You are not going to leave it
closed down, are you?”
“I could not say.”
Cowley said the ore in the old
Brunswick averaged $6.50 per ton
during 1936 .nd that the approxi-
mately 100,000 tons blocked out for
mining would give a profit of about
$1.50 a ton, exclusive of taxes and
other expenses not connected with
the operation of the mine.
Prospects Disappoint
Farmin testified the prospects at
the old Brunswick appeared good'
last Sept but in sub t
development work the results
disappointing.
He said the company is concen-
trating its development work at the
new Brunswick, which has the ad-
vantage of having the ore bodies
of the old Brunswick extending
down into it.
The witness testified it would not
be advisable to stope upward from
the 300 level at the old Brunswick
in the search for new ore bodies,
b of the possibility of con-
tacting excess water that would
flood the mine.

the

were

Glasses

The testimony of Superintendent
Jack Cowley and Chief Mining En-
gineer Rollin Farmin yesterday in-
dicated the value of the ore in the
old Brunswick Mine did not hold
up as well as was expected when
the mine was opened by the Idaho-
Maryland Mines Corporation in
1933,

Superintendent Cowley testified
the grade of ore ih the mine was a

little better than marginal, but last |
January and February it was noted |
the veins were pinching out. Hef
said the driving of raises did not
show any satisfactory promise of
continued values.
Plans Are Indefinite
Under cross examination Cowley’
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Idaho Maryland Steel Headframe - 1937

Emperor Gold Photo Collection
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Idaho Maryland stamp mill, offices, and covered garages -1937

Emperor Gold Photo Collection
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Idaho Maryland engineering room, main office, dry building in
background - 1937

Emperor Gold Photo Collection
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Idaho Maryland pipelines from mill and cyanide plant for tailings to
the tailings pond - 1937

Emperor Gold Photo Collection
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Idaho Maryland rear of stamp mill, headframe in background -1937

Emperor Gold Photo Collection
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Idaho Maryland carpenter shop, pole storage, mill and cyanide plant -
1937

Emperor Gold Photo Collection
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Idaho Maryland crushing plant with truck garages in background -
1937

Emperor Gold Photo Collection
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Idaho Maryland headframe, miners ready to be lowered

Emperor Gold Photo Collection
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Mine Office, March 1, 1938.

Mr. Errol lacBoyle:-

The following summary indicates the
condition of your various balances as they appeared on
the books of the company at December 31, 1937:-

Acet.No. Title of Account:

1202-1 Errol MacBoyle-General
1202-10 Ranch Expense and Capital Charges
1202-11 Ranch Income

Net Debit Balence (Owe to I.M.)
-\

J.T.McCarthy

1202-1 Covers your old airplane account,
General charges and credits, and
Fountaingrove items.

Balance
Debit Credit

39,976.85
127853. 54
26,357.04

127853.54 66,333, 89
61,519.65

127853. 54 127853.54
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March 18, 1938

The Board of Directors,
Idaho Maryland Mines Corporation,
San Francisco, Californisa.

Dear Sirs:

We have made an examination of the accounts and financial records of

JDAHO MARYLAND MINES CORPORATION

(A Nevada Corporation)
for the year ended December 31, 1937, and submit herewith our report which con-
sists of the following exhibits with supporting schedules and comments thereon:

Exhibit A--Balance sheet=--December 31, 1937
Schedule A-l--Statement of changes in properties, plants and
equipment, year ended December 31, 1937
Schedule A-2--3tatement of earned surplus, year ended December
31, 1931
Exhibit B--Statement of income and profit and loss, year ended
Dascember 31, 1937

SCOPE QOF EXAMINATION

The exemination was directed to the verification of assets, liabilities
and capital at December 31, 1937, and of changes in surplus during the year; end
to the verification of selected income and expense items as a test-check of the
accuracy of net income for the year, but we did not make a detailed audit of
all‘transactions. In connection therewith,we examined or tested accounting
records and other supporting evidence, obtained informgtion and explanations

from officers and employees, and made & general review of the accounting methods.
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COMMENTS RESPECTING OPERATIONS

Net income of $l,i24,804.65 for the current year, as reflected in exhibit B,
represents an increase of $385,9806.01 when compared with the net income of
$738,816,64 for the preceding year. Results of operations for the respective
years, showing increasss or decreases, are set forth in comparative form in the

following summary:

Year Ended December 31 Increase
Description 1937 193 Decrease

QFERATING REVENUES:
Bullion--less mint charges . . . . . $4,036,415.57 £3,558,055.83 £478,361.74
Custom ore and concentrates purchased,
less treatment charges . . . « . . 39,308.52 144,033.71. 104,725.19

Total operating revenues . . . . $§3,997,107.05 £3,414,020.12 §583,086.93

OPERATING EXPENSES:
Mining, hoisting and preliminary
BTURNEIIE Tl e, 38 o), e
Milling and ore treatment . . . .
Shipping expense on bullion . . .

$1,457,909.28 §1,261,503.02 £196,406.26
304,741.26 262,1786.40 42,562.86
10,483.40 9,471.86 1,011.54
Taxes, insurance and royalties . . 283,961.48 236,508.13 47,453 .35
Administrative and general expenses 335,201.03 273,086.32 62,114.71
Total operating expenses . . . . $2,392,296.45 $2,042,747.73 $349,548.72

Net income from operations--
before depletion and depreciation $1,604,810.60 $1,371,272.39 $233,538.21

OTHER INCOME--NET « « o o « o « = 11,209.90 13,103.14  24,313.04
TT.416,020.50 31,358,169.25 ﬁ"B‘LTzs 851,27
DEPLETION AND DEPRECIATION . » o « o « 370,215.85  509,352.61 139,136.76

Net income before Federal income
tax " = @ =& & 5 8 & & & & s 8 515245l804065 $ 8483816'64 *396’988I01

PROVISION FOR NORMAL FEDERAL INCOME TAX 121,000.00 110,000.00 11,000.00

. L] L] L] L]

Net income to surplus . . . . . . $1,124,804.65 § 738,816.64 §$385,986.01

Forbestown operations, which are included in the several categories above,
reflected a loss of $106,176.44 in 1937 and a loss of §47,888.81 for the two months
of November and December 1936. Income and expenses of the Forbestown operation
during 1937 are detailed as follows:

&IlliDﬂ.—-l&BB mil:l.t Oh&l'gﬁﬁ s & & ® & 8 &4 = 8 & & &« = @ $216,23T-54

Operating expenses:
Mining, hoisting and preliminary erushing . . . . . . $163,553.64

Milling and ore treatment . . . « « o o « o « o s oW 38,552.41
Taxes, insurance and royalties . « « « « + = o ¢ o & 42,100.99
Administrative and general EXpENSES . « « « « « = « o 48,948.42 293,155.46
Net loss from operations--before depletion and
depreciation . « o o s s s o o » e BT § 76,917.92
Depletion and depreciation . « o & « o &+ & & o ¢ o . . 29,258.52

Net 1088 - = - - - - - » ®m ®m & & ® & & =& = & & = » ilosllqs 144
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The increase of §24,313.04 in other income in the foregoing comparative summary

of operations is explained as follows:

Item 1937 1936

Interest on Grass Valley Bullion Mines notes § ...... $22,748.14
Reduction in compensation insurance reserve

BPORIRION o s e & e e WG et s e & W SENRTONTG e we
Adjustment of prior years' Federal income

taxes i el T b e et e
Interest peid SR | 4077 e e T
Ioss on operation of Loma Rica Ranch . .
Loss on abandomment of Loma Rica Orchard
Sundry items--net o i A TR A e

- 17’4‘04.45 19!574'53
. 5,899.81 13,736.38
2 PSP o B o O L
: s SAAEIRAE
2 2,176.42 9,363.46

. ] " . L]

TD"J&]. e & 8 ® ® ® & 8 & w & @ ° s s ﬁll’209n90 gl;,lo.’.l‘

Interest accerued on Grass Valley Bullion notes is carried now as a deferred
credit on the balance sheet, which change in procedure is explained on page 13
of this report. The basis for including the annuel adjusiment of the compensa-

tion insurance reserve provision is explained on page 13 of this report.

The decrease of £13%9,136.76 in depletion and depreciation, as reflected in
the foregoing comparative summary of operations is due to the use of lower rates
in 1937, principally due to the action of the Treasury Department increasing the
Compeny's ounces of gold reserves for computing depletion and depreciation on a
unit of production basis. This revision also reduced the amount of depletion

and depreciation taken in prior years, see schedules A-l and A-2 for details.

The increase of $385,988.01 in net income for the current year as compared
to the previous year includes the absgorption of the $106,176.44 loss on Forbestown
operation in 1937, while 1936 operations absorbed a loss of only §47,888.81

representing the loss on Forbestown operations for November and December 1936.
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COMMENTS RESPECTING FINANCIAL CONDITION

The financial condition of the Company at December 31, 1937 is presented in

detail in exhibit A and is compared with the financial condition at December 31,

1936 (after reclassification to conform to the classification used at December 31,

1937) in the following comparative balance sheet summary:

Beserigtion

CURRENT ASSETS:

T Cash on deposit and on hend .
Bullion in transit .
Gold specimen ore
Accounts receivable
Materials and supplies

Total current assets

CURRENT LIABILITIES:

~ Notes payable
Accounts payable
Accrued pay rolls, insurance and taxes
Provision for normal Federal income tax
Dividend declared T
Other payables .

Total current lisbilities . . « « &
Working capital deficit

DEPOSITS
ADVANCES AND INVESTMENTS:
Grass Valley Bullion Mines:
Wotes and accounts receivable G
Acerued interest on notes
Grass Valley Bullion Mines Class B
stock
Advances to officer

® & ® & = B ° = w ® & @

« & % & 8 = &8 8 s 2w

" & & s ®© & & =

----------------

- - - - . @ = & & = a - - - L]

Advances to Granite Basin Mining Company

Treasury stock--held by Trustees
PROPERTIES, PLANTS AND EQUIPMENT-~-NET . .
DEFERRED EXPENSES

- . L4

DEDUCT:
Installment obligations payable after
one year
Acerued compensation payable in stock .
Reserve for compensation insurance
Deferred credit--accrued interest Grass
Valley Bullion Mines notes

- - - - - L] - - - L] - - L3 -

Net assets -

NET ASSETS ARE REPRESENTED BY:
Cepital stock
Capitel surplus
Earned surplus

Total capitel and surplus

- - - - - - - - - - - L
-------- . = ®

» 8 # ® 8 = ® 8 = = =

- - . - Ld

- $3,999,476.74

December 31, December 31, Increase
1937 1936 Decrease
§ 65,409.97 § 40,609.00 § 24,800.97
182,778.81 203,659.37 20,880.56
2,478.21 2,478.21 e
5,025.03 8,628.85 3,603.82
139,878.81 133,092.51 6,786.30
§ 295,570.83 § 388,467.94 § 7,102.89
§ 100,000.00 § 235,000.00 §135,000.00
54.,743.00 149,715.29 94,972.29
90,839.29 91,761.85 922.56
121,000,00 110,000.00 11,000.00
88,148.60 S uain 88,148.60
11,000.33 20,696.24 9,695.91
§ 465,731.22 § 607,173.38 §141,442.16
§ 170,160.39 § 218,705.44 $148,545.05
36,900.00 36,900.00 e 88
611,947.66 5117,825.317 94,122.29
64,533.60 30,975.84 33,559.16
1.00 To00n | e siaves .
61,519.65 Shaaa 61,519.65
3,341.99 5,521.20 2,179.21
22,408.53 545.33 21,863.20
3,236,339.32 3,007,671.08 228,668.24
32,645.38 13,104.69  19,540.69
$3,395,837.07 $605,639.67
$§ 18,703.61 § 20,420.40 § 1,716.79
10,582.52 9,912.65 669.87
131,499.98 138,574.54 7,074.56
64,533.60 sessos 64,533.60*
¥ 225,319.71 § 168,907.59 §% G 412,12 412,12
$3,774,157.03 §3,224,929.48 §549,227.55
§1,768,281.00 §1,755,781.84 § 12,499.16
1,324,783.31 1,324,783.31 Schis
681,092.72 144,364.33 536,728.39
$3,774,157.03 §3,224,929.48 §549,227.55

*This increase consists of $33,559.76 interest accrued in 1937 and not included
in current income, and $30,973.84 interest accrued in prior years which was eliminated
from earned surplus in 1937, see schedule A-2. \
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The decrease of $148,545.05 in working capital deficit during the year, as

shown by the foregoing summary, is explained in the following statement:

ITEMS INCREASING WORKING CAPITAL:
NHet income--sxhibit B e o s o o 2 8 o s & 8 v s s $1,124,804.65
Adjustment for items charged to operations which do
not arffect working capital:

Depletion and depreciastion--scheduls A-1 . . . . 8§ 370,215.85
Compensation insurance provision (charged to
operating expenses §115,152.70, leas $36,690.56

credited to other income) . . « ¢« ¢ o o « « & 18,462,14

Compensation for services payable in stock . . . 13,707.50
Sundry LtemB o+ « o ¢ o ¢ o o o o 0 s 0 0 0 o o o 309.94 462,695.43
Increase in working capital through operations . $1,587,500.08

Reduction in amount due from Granite Basin Mining .

CODIDANY o« ¢ o o o o ¢ o o o ¢« 2 o o o o o » s @ 2,179.21
Amount realized from sale of equipment, etc. . . . 1,420.47
Total items increasing working capital . . . . $1,591,099.76

ITEMS DECREASING WORKING CAPITAL:

T Dividends declared . . . . . o o o o o o o o o o+ $£1,057,383.90

Additions to properties, plants and equipment--
BCheduleA"l ® ® @ e ® @ & ® & s @ & v * ° & e = 134,678.82

Advances to Grass Valley Bullion Mines . . . . . . 94,122,29

Advances t0 OffICOr « v « « ¢ o o o o o ¢ o o o o o 61,519.65

Cost of compensation self-insurance . « « « « « « 51,188.09

Cost of treasury stock acquired . . . « « « « o & 22,404 .48

Increase in deferred €xXpen8es .« « « o « o o o o 19,540.69

Decrease in installment obligations payable after
ONE JEAT « o o o o o o o o o o o o o o o o o s o 1,716.79
Total items decreasing working capital . . . . 1,442,554.71
Net decrease in working capital deficit . . . . § 148,545.05

The individual items appearing on the balance sheet, exhibit A, are commented

upon as follows:

CASH ON DEPOSIT AND ON HAND--£65,409.97:

The several bank accounts and revolving funds that make up this item are as

follows:

Amsricen Trust Company--San FrenciscO. « « « « « « « « o $11,772:13
Bank of America, N.T.& S.A.--San Francisco . « . . « . & 12,450.917
Wells Fargo Bank & Union Trust Co.--San Francisco . . . 32,605.46
Bank of America, N.T. & S.A.--Grass Valley:

Rovolving fund . o o o ¢ o o o o o o o » « $5,032.23

Pay Toll 8CCOUNt o o o o o o o o o o o o o 1,674.99

Pay roll account--unclaimsd wages . . . . . 149,19 6,856.41
Bank of America, N.T. & S.A.~-Oroville . e e s s o ® 1,500.00
0ffice casn fund-~-San Francisco . . « « . « o s o o s 225.00

'I.btal 0..00.00‘...-'...‘....0 3659409097
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Cash book balances were reconciled with certificates received from the deposi-

taries and ocash on hand was counted,

BULLION IN TRANSIT--£182,778.81:

This is the amount received from the Mint at San Francisco in January 1938 for
bullion recovered from amalgam and precipitates allocated to 1937 operations. These

remittances were traced as bank deposits in January 1938.

GOLD SPECIMEN ORE--£2,478.21:

This is the assay value at §17.57 per fine ounce of gold for three specimens
of ore which were valued and set up in the accounts in prior years. Mr. MscBoyle,
Vice President, confirmed that these specimens were at the Mine Office, Grass

Valley, California.

ACCOUNTS RECEIVABLE--55,025.03:

Accounts receivable consisted of £1,671.56 due from employses, and £3,353.47
due from others. The latter amount includes an item of §2,382.22 which represents
the Mine Office's estimated recovery on gold and cash advances in comnnection with

the campaign against high-grading,

MATERTALS AND SUPPLIES--£139,878.81:

Materials and supplies are stated at cost and are based on quantities at
December 31, 1937 as shown by the perpetual inventory records. A physical inven-
tory was taken by the Compeny in November 1937 of all items except poles. Perpetual
records were adjusted to the physical inventory with a resultant reduction of
‘811,360.7} in the inventories as shown by the books.

The inventory at December 31, 1937 included $9,097.30 of equipment not yet
inastalled. This amount has been transferred from inventories to properties, plant

and equipment (see schedule A-1) for the purposes of this report.
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DEPOSITS-~$36,900,00:

These deposits consist of $6,900.00 deposited with the Pacific Gas and Electric
Company for a powsr line extension at Forbestown, and a certificate of deposit for
$30,000.00 issued by the Bank of America, N.T. & S.A., which is held by The Fidelity
and Casualty Company of New York as surety upon a self-insurer's bond for compensa-
tion insurance. Confimmations were obtained from both the issuer and the holder

of the certificate of deposit.

GRASS VALIEY BULLION MINES--$676,481.263

This item comprises notes and accounts receivable of $611,947.66, and

$64,533.60 acorued interest on notes. Changes in these items during the year

follow:
Balance Balance
December 31, December 31,
Description 1936 Additions 1937

$515,000.00 § 86,725.00 $601,725.00
2,825.37 7,397.29 10,222.66

§517,825.37 & 94,122.29 $611,947.66

30,973.84 33,559.76 64,533.60
Total o+ o ¢ o o o o« o o o . .o $548,799.21 $127,682.05 $676,481.26

Notes receivable e o s o o s 0 s o o s
Accounts receivable . . ¢ ¢ ¢ ¢ o o o o

Total notes and accounts receivable
Accrued interest onnotes . . . . ¢« . &

The notes bear interest at six per cent per annum. The entire amount of
accrued interest £64,533.60 appears as & contra item on the balance sheet under the
caption "Deferred Credit." It should be noted that interest has not been accrued
on the unpaid accrued interest. '

For advaences to and accrued interest due from Grass Valley Bullion Mines, the
Company holds as collateral deeds of trust on all of the properties, including
properties under purchase option agreements. Messrs. Errol MacBoyle and F. V.
MoNear, Vice Presidents and Directors of Idaho Maryland iiines Corporation, jointly
and severally have guarenteed §50,000.00 of these advances, Mr. licNear is Presi-
dent and a Director ofAGfaas Valley Bullion Mines. Ideho Meryland lines Corpora-

tion also holds options to acquire a controlling interest in the capital stock of

Grass Valley Bullion Mines.
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Grass Valley Bullion Mines advises that there are unpaid balances of
$127,958.00 on properties under purchase option agreements, of which £75,668.00
is payable in 1938. |

Company!s counsel advises that there is pending in the United States Circuit
Court of Appeals an appeal of the Empire Star Mines Company, Ltd., in a case
brought by it primarily sgainst Grass Valley Bullion Mines for an injunction to
restrain certa;n mining operations and for an accounting of the value of ore
removed by Grass Valley Bullion Mines from certain d;sputed territory, and that
in this litigation the Company was named as a defendant. - Judgment went for
defendants in the trial court.

Grass Valley Bullion Mines informed us that they now are mining this terri-
tory under the terms of a stipulation dated April 30, 1937 which also provides for
the impounding of proceeds in excess of $8.50 per ton of ore mined. At December
31, 1937 a total of $23,344.40 had been impounded with the Bank of America, N. T.
& S. A., at Grass Valley, California. '

The ultimate realization on the advances and interest and on the stock is
indeterminable pending disposition of the appeal and further developmsnt of the

propei'ties.

GRASS VALLEY BULLION MINES, CLASS B STOCK--$1.00:

This stock consists of 100,000 shares acquired without cost in 1934 as part
consideration for the first advance of $50,000.00 to Grass Valley Bullion Mines.

The stock is carried at a nominal wvalue of 81._00 in the accounts. Stock certi-

ficates were examined.

ADVANCES TO OFFICER--£61,519.65:

These are advances in 1937 to ir. Errol MacBoyle, Vice President and Director,
in connection with the operations of and erection of improvements upon company?'s

surface land ranches. In 1936 Mr. MacBoyle by arrangement with the Company and for
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its relief, undertook to operate these properties personally and for his own ac-

count. Company's officials advise that arrangements are being made for the early

discharge of this indebtedness.

ADVANCES TO GRANITE BASIN MINING COMPANY--£3,341.99:

The advances were made on open account to Granite Basin Mining Company.
Company?!s officials advised that the Granite Basin 1s not operating and whils the
collectibility of the account is indeterminable no reserve provision has been made
for loss thereon pending further efforts to collsot the account, The balance due
on this account decreased $2,179.21 during the year largely as the result of an
assignment by Mr. Tolman (President of Granite Basin Mining Company) to Idaho
Maryland Mines Corporation of a claim of $1,725.00 which he had against Grass

Valley Bullion Mines.

TREASURY STOCK--$22,408.53:

Treasury stock is stated at cost and represents 5,609 shares bought by
Trustees with Company's funds in the open market for the Companyts account. The

stock is held by the Trustees and is to be used for certain contractual obligations
of the Company which are payable in stock. Stock certificates aggregating 5,609

shares were inspected on January 6, 1938.

PROPERTIES, PLANTS AND EQUIPMENT--NET--§3,236,339.32:

Changes during the year in the severai classifications of properties, plants
and equipment, and the related reserves for depletion and depreciation are set
forth in schedule A-1 of this report. Reference to this schedule will reveal the
following pertinent information:

1. Expenditures during the year amounted to $134,678.82.
2. Capitalization of $141,687.02 representing expenditures for

opening Brunswick shaft formerly charged to expense. This
was an incoms tax adjustment in which earned surplus (see

schedule A-2) was credited.
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3. Reduotion of $116,057.17 in development costs at Forbestowm
due to the abandonment in 1937 of the Midas, Denver and
Carlisle workings. The amount written off was charged to
earned surplus, see schedule A-2.

4, Reduction in carrying value of properties, plants and equip-
ment of £370,215.85 for depletion and depreciation sustained
in 1937 on the bases used for Federal incoms tax purposes.

5. Reduction of $440,303.02 in the reserves for depletion and
depreciation in order to conformm to the revised depletion
and depreciation bases edopted by the Treasury Department
for income tax purposes. The reduction of $440,303.02 was
credited to earned surplus, see schedule A-2.

Mining claims, development coats, plants and equipment at Grass Valley, ocon-
gstituting the largest single unit of properties, plants and equipment, are stated
at amounts (representing a portion of the aggregate costs) agreed to by the
Treasury Department for depletion and depreciation purposes as at December 31,
1931, with subsequent additions and acquisitions stated at cost, leas depletion
and deprecistion which is on a unit of production basis for most items.

The mining properties, plants and equipment at Forbestowvn are stated at cost
less depletion end depreciation, and after writing off the aforementioned develop-
ment costs ($116,057.17) of certain workings abandaned in 1937. Certain of the
properties are under purchase option agreements, titles to which may be acquired by
additional payments of §244,500.00, payable in the form of royalties based on
pgrcentages-of returns on all ores mined on the premises. If the Company decides
not to exercise its options in respect to any of these properties, the amounts
paid to the sellers of the abandoned properties would be forfeited as rental and
any development work applicable thereto would be written off. Royalties of
$20,495.68 paid in 1937, which reduce the balances due under purchase option agree-
ments, have not been capitalized as the royalties were charged to expense, the
workings being considered in an operating stage.

Union Hill mining properties and plant, at Grass Valley, are stated at the par

value of capital stock issued therefor with subsequent additions at cost. The

properties are inoperative and no provision has been made for depletion and depre-

ciation.

10
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Airport and airplane and ranch properties, buildings and equipment are stated
at cost, less depreciation.

The properties of the former Idaho Maryland Mines Company to which the
Company succeeded were still encumbered as of record on December 31, 1937, for
first mortgage bbnds with a face value of 31,000,000.00, all of which are owned

by and are in the possession of the Company.

DEFERRED EXPENSES--$32,645.38:

Deferred oxpenses consist of prepaid operating expenses of £25,861.82 and
£6,783.56 prepaid insurance, etc. Prepaid operating expenses represent the cost
of hoist cables, mill liners, etc. which are being written off over a period of

months based on the estimated life of the items.

NOTES PAYAHLE TO BANK--$100,000.00:

These are three per cent unsecured notes payable to the American Trust-Company,
San Francisco, and were confirmed by the bank. Interest on the notes was paid to

December 31, 1937.

ACCOUNT'S PAYABLE--§54,743.00:

Amounts due to these creditors were checked in detail and reconciled with the
general ledger control accounts. Precsution was taken to ascertain that all lla-

bilities of consequence were included in accounts payable.

' ACCRUED PAY ROLLS, INSURANCE AND TAXES--$90,839.29:

These accruals at December 31, 1937 consisted of the following:

ACCTued PAY TOL18 o « o o o o « o o o o o s s o = o o $55,241.72
Unclaimed wages e 6 6 o 5 o o e 8 s a8 s s e e 8 s s . 149.19
Acerued County and irrigation district taxes . . . . & 7,024.51
Accrued compensation insurance-~-Forbestown . . . . . . 1,612.38
Accrued social security taxes . .« ¢ ¢« o ¢ ¢ o ¢ o o 9,070.74
Accrued capital stock tax--payable in July 1938 .. . 17,500.00
Sundry 8cCruals8 « « o o « ¢ o ¢ o o o o o o s a o o o 240.75

mtal a 6 ® ¢ e @ ®» & o @ & ®© &6 v S » & & + ¢ s o gé 90 2 83 9 Ld 2 9
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PROVISION FOR 1937 NORMAL FEDERAL INCOME TAX--$121,000.00:

This ropresents estimated normal Federal income tax based on ths taxable
earnings of the Company camputed for the current year. No provision is con-

sidered necessary for excess-profits tax or surtax on undistributed profits.

DIVIDENDS DECLARED--£88,148.60:

This is the dividend of five cents per share declared by the Directors on
Dacember 22, 1937 and payable on January 25, 1938 to stockholders of record

Januery 15, 1938.

OTHER PAYABIES-—£11,000,33:

Other payables consist of the following:

Unclaimed dividends © e e e o o o 8 s s e o s s s
Mortgage on ranch properties--installments payable
within one year . ¢« ¢« ¢ ¢ o ¢ ¢ o o o o o o o o o o 4,166.00
Accident compensation--instellments payable within
ONB YEBT « s o « o o ¢ o o o o o » o o o6 o o s o o o 5,185.06

$ 1,649.27

'I.btalaoocoo.--o.-ooou-cooo-$llg°0°o§3

INSTALIMENT OBLIGATIONS PAYABLE AFTER ONE YEAR--$18,703.61:

Installment obligations are segregated as to installments within one year and

subsequent to one year as follows:
Payable Payable
: Within After
Description Total One Year One Year

Mortgage on ranch properties,
etc- e o 8 5 & B 6 o o o s 8 o $15,888050* $4’166.00* 511’722150
Accident compensation . . . . . 12,166.17 5,185.06 6,981.11

Total o« « o « « +» « « «» o £28,054.67 §9,351.06**§18,703.61

* Includes $700.00 due on property purchase installments for Harder
property.

**Tncluded in "other payables of £$11,000.33" next preceding.

ACCRUED COMPENSATION PAYABLE IN STOCK--$10,582.52:

This represents an accrual of $9,375.02 based on the par value of §1.00 per

share of Company's unissued stock payable to Errol MacBoyle, and an accrual of

12
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$1,207.50 based on the cost of treasury stock to be issued to G. S. Borden.
These obligations are payable in stock pursuant to agreements for services with

Messrs. MacBoyle and Borden.

RESERVE FOR COMPENSATION INSURANCE--£131,499.98:

The Company is a self-insurer for compensation insurance covering its employees
at Grass Valley and this is the reserve provision for accident awards which may

occur in the future. Changes in the reserve during the year are summarized as -

follows:
. Accident Silicosis Total
Descrigtion Reserve Reserve Reserve

Balance, December 31, 1936 . « . . « « « «» $125,732.87 $12,841.67 §138,574.54
Provision during year--based on commercial
1 11

mtes e 6 o o & o v e » o ¢ & & o o o o, 03 355-59 797.11 115 152-70
5229,083.43 $24,638.78 $253,727.24

Accident paymente and expense costs
17.68 51,188.09

during current year . . . . c ¢ o o o o 91,170.4)
§177,91.8.05 §24,621.10 $202,539.15

Transfer to current income and earned
Bu].'plus* ® o o & & o o o & & ©o s o » o o 71,039017 (XX XXX] 71)039.17

Balance, December 31, 1937 . . . . $106,878.88 $24,621.10 §131,499.98

* In 1937 the Company adopted a basis for the accident portion of the reserve
whereby 30 per cent of the current year's provision plus the balance remaining
of the fourth preceding year, which amounted to £36,690.56 in 1937, would be
taken up as "other incame" in the current year. Since the basis used in 1936
was 30 per cent of the preceding year's provision plus the balance remaining
of the fourth preceding year, it was necessary to eliminate 30 per cent of the
1936 provision, or §$34,348.61, and this amount was carried to earned surplus,
see schedule A-2,

In addition to self-insurance the Company has accident compensation insurance

under a poliey which covers any one accident, that may result in claims in excess

of $5,000.00 but not to exceed $300,000.00;

DEFERRED CREDIT--£64,533.60:

This represents accrued intersst to December 31, 1937 on Grass Valley Bullion
Mines notes which appears as a contra item in exhibit A. Of this amount §33,559.76

acerued in 1937 and was not included in current incoms, and $30,973.84 represents
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amounts accrued in prior years which had been included as income in those years
and carried to earned surplus. This latter amount was transferred from earned
surplus (see schedule A-2) in 1937. The exclusion fram operations and earmed
surplus of accrued interest on this indebtedness was approved by the Board of

Directors.

CAPITAL STOCK--81,768,281.00:

The capital stock is $1.00 par value and consists of 2,500,000 authorized
shares; of which 1,765,779 shares are issued and 2,502 shares are held for con-
version of predecessors' stock, or a total of 1,768,281 shares. The 1,768,281
issued shares at December 31, 1937 consisted of 1,762,672 shares in the hands
of the public and 5,609 shares of treasury stock held by Trustees to be used for
contractual obligastions payable in stock. In January 1938, 300 shares of the
treasury stock were issued for contractual obligations.

The imsrican Trust Compeny, Registrar, confirmed that the equivalent of
1,768,281 shares of Idaho Maryland Mines Corporation stock were issued and out-
standing as of December 31, 1937.

Outstanding cepital stock increased from 1,755,781 189/225 shares at December
31, 1936 to 1,768,281 shares at December 31, 1937, through the retirement of a
189/225 fractional share and the issue of 12,500 shares to Errol lMacBoyle pursuant

to an agreement for services entered into in 1932.

CAPITAL SURPLUS--$1,324,783.31:

This item requires no conment as there were no changes in capital surplus.

BARNED SURPLUS--{681,092.72:

The changes in earned surplus during the year ended December 31, 1937 are set

forth in schedule A-2.
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GENERAL COMMENTS

The National Labor Relations Board has filed a petition with the Unites States
Circuit Court of Appeals for the enforcement of the Boardts order directing the
reinstatement of some sixty men laid off om April 15, 1937, at the closing of the
old Brumswick shaft, and the compensation of soms seventy-three men for varying
poeriodsof time, on the grounds that the shut-down was a lock-out of these men.

The Company contends that the Bogrd wag without jurisdiction and that the evidence
taken before the Board 4id not warrant the order.

No provis:lon has been made in the balance sheet at December 31, 1937 for any
liability in the event the Board's order is upheld. The liability is impracticable
of present estimation as it depends on many factors as to which proof would have to
be taken before any final award could be made.,

Federal income tax returns through the calendar year 1935 have been examined
and closed by the Treasury Department.

The accounte and financial records of the Company at December 31, 1937 were in

agreement with the statements and figures contained in this rsport.

We wish to express our appreciation of the courtesies and assistance extended

to our representatives by the directors and employees during the course of the

e

examination.
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‘D CAPITAL

CURRENT ASSETS:
Cash on deposit and on hand . . . .

4 100,000.00

Bullion in transit--net proceeds rec : : : : « e a o @ 54,743.00
Gold specimen ore--at assay value . . . . . « . o o o 90,839.29
AQOOMtB receivable--employees' 3106 e ® © o © o o s o 121.000000
33'353.4" . L [ L [ ] L ] L . o o . e o ® » L] - . o L] 88’148.60
Materials and supplies--at cost . . , ., .. . . ¢ ¢ o 11,000.33
Total current 4886t8 . - « « o o ¢ ¢ o o o o o o ¢ 465,731.22
DEPOSITS: it
Certificate of deposit—-self insurer . . .. . . . . .« § 11,722.50
Power 1ine Aeposit . . . . ¢ o ¢ ¢ o b 4 s o e o s e e 6,981.11
Total deposits s o o e © o @ olfter one year e ® 18’703.61
ADVANCES AND INVESTMENTS:
Grass Valley Bullion Mines: R 9,375.02
Notes and accounts receivable . . , , . .. ... . 1,207.50
Accrued interest on notes--contra
Grass Valley Bullion Mines--100,000 itock . . « - . « . 10,582.52

at nominal value . . . . . . . . .
Advances to officer . . ¢« . « ¢ ¢ VER . . 4 - e o 131,499.98
Advances to Granite Basin Mining Com™
Treasury stock--5,609 shares at cost
to be used for contractual Obligadeg notes--contra
Btock . . ¢ ¢ ¢ ¢ e 4 o a4 e e

. 64,533.60
Total advances and investments |,500,000 shares:
on predecessors!
PROPERTIES, PLANTS AND EQUIPMENT--LESS « « ¢ o ¢ s « & $1,768,281.00
DEPRICIATION: e e o s o s o e 1,324,783.31
Mining claims, development costs, pli . . . . . c o e o 681,092,772
Graasa Valley . - . ¢ ¢ & o o o &
Mining claims, development costs, pli . « o+ « « o o« o &« 3,774,157.03
Forbestown . . . . . ¢« ¢ ¢+ ¢ &
Union H1ll mining properties aund pla

Airport and airplene . . . . . . . .
Ranch properties, buildings and squi]

Properties, plants and equipmen

DEFERRED EXPRNSES:
Prepald operating expenses . . . .
Prepaid insurance, etc. . . . « . .

Total deferred expenses . . . .

$4,465,207.96
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IDEHD MARYLAND MINES CORPORATION
(A Nevada Corporation)

Statement of Earmed Surplus,
Year Ended December 31, 1937

Ba]-anoe. J&nﬂary l’ 1937 e e o & » * e . e e e » e e LI

Redustion in prior years! depletion end depreciation--
income tax adjustments--schedule A-1 ., . . . . . . . .

Expenditures for opening Brunswick shaft formerly charged
to expense, now capitalized--income tax adjustments--
BcheduleA-loooo.ooro-oo-oooo.oooo

Reduction in prior year’s reserve provision for
compensation murance . L L) L] . e o L ] [ ] L[] L L[] [ ] L ] L] L]

Dsvelopment costs of certain Forbestown workings
abanﬂmed m 19}7-—83]195\118 A”l 5 o &6 o © » & o s s o o

Transfer to Dsferred Credit of interest accrued in prior
years on Grass Valley Bullion Mines notes . . . . . .

Surplus after adjustments . . . . . ¢« « ¢« ¢ ¢ ¢ o &

Net income for 1937--see income statement . . . . . . «

Dividends declared in 1937--60 cents per share . . . . .

Earned surplus, December 31, 1937 . ¢ « « ¢ ¢ « « &

$440,303.02

141,687.02

34,348.61

Schedule A2

$ 144,364.33

616,338.65

$ 760,702.98

$116,057.17
30,973.84 147,031,01
§ 613,671.97
1,124,804.65
$1,738,476.62
1,057,383.90

§ 681,092.72
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- JDAHO MARYLAND MINES CORPORATION
(A Noevada Corporation)

Statement of Income and Profit and Loss,
Year Ended December 31, 1937

OPIRATING REVENUES: '
Pullion--1688 mint ChATEES « « « « « « o « « « o « » $4,036,415457
Custom ore and concentrates purchased-~less treatment

Charges e ® 6 » e & o & & e o e @ & 2 o s s ° s 39’508052
Total Operating.revenues - - e e - ] . e & *» s o - 33’997,107.05
OPERATING EXPRISES: :
Mining, hoisting and preliminary crushing . . . . . . $1,457,909.28
Milling and ore treatment . . . ¢ ¢ ¢ o ¢ ¢ o o o o 304,741.26
Shipping expense on bullfomn . ¢ ¢ ¢ ¢ o o ¢ o o o & 10,483.40
Taxes, insurance and royalties . . . . « « ¢« « « & & 283,961.48
Administrative and general exponses . . . . . . « o 335,201.,03
Total OPOJ.’atins expenSOB e o *« & 8 & o o & o » 2.392’296.45
Wet income from opsrations--before depletion and .
depreciation . . ¢« ¢ cc0 c 0 o 0 e 0 0 0 s 0 £1,604,810.60
OTHERINGOME—-NM‘ s © & o s ® @ & o & v e S 2 2 s s 11.209.90
 $1,616,020,50
DEPLETION AND DEPRECIATION .« -« ¢ ¢ ¢ o ¢ o o ¢ o s 06 s - 370,215.85
Wet income before Federal income tax .« « « « . « $1,245,804.65
PROVISION FOR NORMAL FEDERAL IRCOME TAX . o . + « « & 121,000.00

Net income to surplus e e e e e e e e §1,124,804.65
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NORMAN MSLAREN,C.P. A 'L-\/IGLAR E N’ GOODE & G O. OFFICES

P.G.GOQDE.C.P. A A.C.A. LOS ANGELES

N.L.MSLAREN,C.P, A, - i
A G Cerlyfed Public Accountants SANTA BARBARA
SELDOMN M, WILSON,C.P. A. —

D.J.W. PATRICK.C.P. A, CORRESPONDENTS IN THE
J.B.SCHOLEFIELD, C.P. A A.C.A. 444 CALIFORNIA STREET PRINCIPAL CITIES OF UNITED STATES

JAMES A.RUNSER,C.P. A, AND ABROAD
ARTHUR A.WENDER,C.P. A. SAN FMNGISGO

GEORGE E.MILNER,C.P. A.
Isarch 15, 1938

The Board of Direetors,
Idsko arylend flimes Corporation,
Zan Franeiseo, California.

Boar 3iro:

%“® have made an exemination of the balaneo cheot of Idaho Harylend Mimes
Corporation (A Nevede Corporation) as at Docember 31, 1937, and of ths statonents
of income =nf profit and loss and earned surplus for the year 1937. In cconnoetion
thoxsmith wo oxemined or testsd accounting recordc of tho company and othsr support--
ing cvidence and obtained information and oxplanations from officers and smployees
of tho company; we elss E3do a genoral Feview of the scesunting mothods apd of the
operating and ingoro acgounts for the yoar, but wo did not make a dsteiled aufiit of
tho transactions.

The Hational Labor Rolutions Board has £ilsd a potition with the United States
Cirenit Court of Appenls for the cnfurcexomt of the Board's ordor directing the re-
instatement of como sixty mea lzaid off or April 15, 1937, at tho closing of the old
Brunswick shaft, and $hs componsation of ceme soventy-thyee men for varying porfods
of timz, on the groumd that the shut-dewn was a loskout of those mem. The coupany
conteonde that tho Beard was withont jurisdiction and that the svideneo taken bsfore
the Board did not warrant the ordsr,

Fo provicior bas been mude in tho baluncs cheet at Deecmber 31, 1937 for aay
1ligbility in tho event the Board®s order is upheld., The liability is impraoticable
of precent cstimation aa it dopends on many factors as t0 which proof wuld have o
be taken defors sny finel award could bs mado.

In our opinion, bassd upon sueh cxamination, the accomponying balanes sheot and
roletod stetements of income and profit and lose and carxned suwrplus, as amplified and
explained by the accompanying noteos and forogoing cormemts, fairly precent, in aceord-
ance with aseopted prineiples of accounting consistontly maintained by the company
dering the yenr undep review, its posities at Degexder 31, 1937, end the rosults of
operation for the year onded that date. %

CERTIFIED PUBLIC ACCOUNTANTS.
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Al
“PITAL
CURBMUT ASSETD:

Gaph on doposit and on hend . . -
pullion in transit--not proceods rot * °
¢old spseimen ors--at assay valuge .> * °
accounts rocoivable~-employess 8,61 - -
Materials and supplies--at cost .-

Total curreont assets e o o o

Cortificate ¢f Geposit--self insurer
Pouwsr line deposit . . . . :

Tﬂtal deposits o . o LI 4 o o * ® o

ADVAFCES ARD INVESTSERNTS: ifter one

Crass Valley Bullion Hines--note 1:
Notes and aecounts retoiveble . . .
Acerued intercst on notes--contra , . .

Grass Valley Bullion Mines--100,000 ¢ . .
ﬁtmnalv&lne s 6 e & ® & ® &

Afivances to oifiecer~--note 2 . . . . gtock

Advanees to Granite Basin HMining Com)

Troasuyy stock--5,609 shares at cost-IR
bo used for contractual obligatioms

« o 8 o o

s o & o & 8

« o 8 o o ¢

Total afvances and investments .., ,,tes--contra

PROPERTIES, PLANTS AND EGUIPHENT--LESS
DEPRECIATION--n0%e 3¢

tdning claims, development costs, plafo5°9,00° gharoes:

Grass Velley .« « o« ¢ o o o ¢ o o

Kining claims, dovelorment costs, pld °
m“am * [ L] L] L ] L] L ] - L ] L ] L] ‘.

Union Hill mining properties and plen °
Adrport and mirplame . . . . ¢ o . .
Buneh propertics, buildings and equiy ° ° °

Properties, plants and equipmen€

DEFERRED EXPEFRSES:
Prapaid ogera?ing ©XPORSA8 . . . . .
Prepaid insurance, etc.

* L]
L I
*

Total deferred sxponses

. o

.on predocessors?

e @

§ 108,000 .00
54 |7&3 000
90,839.29

121,000.00
m ) 1680 60
11 ,000 ‘}3

11,722.50
6.981011

§  9,375.02
1,207.50

§1,768,281.00

1,324,783.31
661,092.72

b3 465,731 022

18,703.61

10,582.52
1}1 .699 .,8

64,533.60

3,174,157.03

§4,465,207.96

o s - T e —
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IDARD MARTLARD HINBS GORPORATIOR

(A Pevada Corporation)

Balanes 3hsot Kotes

BOIE 1:

For advancss to and accerued interest due from Orass Valloy Bullion iiimes, the
company bolds 3z collateral deads of trust on all of the proparties, including
properties under purchase option agroamsnts. YMessrs. Errol lecBoyle amd F.9.
Eeiloar, Vies Presidents and Directors of Ideho Maryland HMines Corporation, jointly
and ceverally have guaranteed 50,000.00 of thess advances. Kr. icfear is President
and a Director of Grass Valley Bullion Mines. Idako iMarylapd iines Corporation aleo
holds options to acquire a controlling imtercst in the capitsl stogk of Grass U
Bullion liines. :

In 1937 the company advanced $94,122.29 to Crass Yalley Bullion ines. Iatsrost
of $33,559.76 accerusd in 1937 on tho motes roceivable is carried as & deferred credit
in tho balenceo sheet and has not boen ineluded in surrent inconc. Orass Vellsy
Bullion Kines advises that there are wnpaid balunces of $127,958.00 on propsrtiss
under purchase option agrecments, of which $75,668.00 is payable in 1938.

Company?s counsel edvices that there is pendingz in the United S5tatos Cireunit
Court of Appeals an appeal of the Empire Star Xines Company, Ltd., in a case brought
by it primerily against Grass Valley Bullion Mines for an injunction to restrain
certair nining operations and for an accounting of tho value of orc removed by Grass
Valleoy Bulliom ¥M¥ines from certain disputed territory, amd tkat in this litigation the
compeny was nar=d as a defendant. Judgnent vent for defendants in the trial court.

The ultimate reslization on the advancos and interest and on the stoek is ine
doterminable ponding disposition of the appeal and further developunent of the
properties.

ROIT 2:

Thege are advaneos in 1937 to Errol YacBoyle, Viece Precident and Dirscotor, in
connection with the operations of =nd oroetion of improvarents upom company's sur-
face land ranches. In 1936 r. MecBoyle, by arramgement with tho company cad for
1ts relief, undertook to operate those proportics psraonally and for his ovm aecount.
Company®s offieiels advise that arrangemonts are being mado for the early discharge
of this indsbtodness.

NOEE 3:

Hining olaims,dovelopment cozts, plunte and cquipmsnt at Grass Valley, comnstitu-
ting the largsst single unit of propsrtics, plants end equipmsnt, are stated at
anounts (representing a portion of the egmregate costs) agrsed 0 by the Troasury
Dopartment for dopletion and depreciation purposes as et Docember 31, 1931, with sub-
sequent additions and acquisitions stated at cost, leas depletior and dspreciction on -
a wnit of production basis.

The mining propertics at Forbsstown, $263,586.30, arc stated at cost less deple-
tion and dopreoiation, and after wariting off t0 carned surplus dovelopment eosts of
$116,057.17 of certain workings sbandomef in 1937. Certain of the propertics are
undsr purchass option agreemen$s, titles to which may be eoquirsd by additionnl pay-
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IDAHO MARYLARD EINES CORPORATION
ovada Corporation)
Balenee Sheet Kotes

NOIZ 3: (Continued)

ments of $244,500.00, payuble in the form of royalties based on percontages of returas
or all ores mined or the premises. If tho company decides mot t0 excraise its options
in respoet to any of these propsrties, the amounts paid to ssllers of the abandoned
propertios would be forfelted es rental and any dovelopment wrk appliczble theroto
would bo written off.

Unfon Hill Mining properties and plant,at Grass Velloy, sre stated at the pamr
value of sapital stock issued thorofor with subsequant additions at cost. The
propertioc ars inoperative apd no provision hes beon made for depletion and depreecia
tion. A

Adrport and aeirplene and ranch propertics, buildings emd equipmunt are stated at
ecoss, loas depreciation. ’

The properties of the former Idaho Herylend lilnes Company t0 which the qompany
suscesded were still enoumbered as of rscord on Degember 31, 1937, for firet mortgage
bonds with s face valus of $1,000,000,00, all of which are owned by and are im the
posecession of the company.

ROTR 4:
Outstording eapital stock inereased from 1,755,781 shares at Dessmber 31, 1936

to 1,768,281 shares at December 31, 1937, through the issus of 12,500 shares to
Trrol) MaeBoyle pursuant .to an agreement for sorvices antersd into in 1932,
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IDAHO MARYIAND MINES CONPORATION

(1 Nevads Corporation)

Statenent of Incoms snd Profit and loss,

Year Ended December 31, 193]

"t

OPERATING REVENUES:

~ .
(e i ;:_ .‘7(‘\
2 f'.’r;_&“bﬁ’(v r'k_e ‘{y"'./) ERVE AN PR WS ¢ Y

mlion“leﬂsmtehﬂrses e ® o = 8 & @ @ & & o * @
treatment

Custon ore and concentrates purchased--less

Qhﬁ!‘@eﬂoeo.-...-oo...--
Total oporating Yevapues .« o « « « o
OPERATIEG EXPEISRS:

Bining, hoisting and preliminary crushing
41lipe and ore treatmemt . . . . . .
Shippinz expense on bullienm . . . . .
Taxes, insurance and royalties . . .
Adninistrative and goneral expenses . .

e ¢ ¢ 2

e ¢ o & o

Total Oporating oXpolSes « o ¢« < o« o o s ¢ o

Fet inceme from operations--before deplstion
dopreciation . « . ¢ o o ¢ 4 o e e s o o .

m moﬂ.m - - - -* L] L] * e * L] L] L

DEPLETION AND DEFREGIATION « « o ¢ o o o o

Ret income befors Federal income tax

PROVISICN FOR MORIAL FEDERAL INCOME TAX . .

Net inccoro €0 SUrPIUB . « o o « o o

¢ & o 0 @
s & & o

and

$4,036,415.57
39,308.52

§1,457,909.28
304,741.26
10,483.40
283,961.48

335,201.03

83,997,107.05

2,392,296.45

$1,608,810.60
11,209.90

§1,616,020.50
370,215.85

81,245,804.65
121 ,000.00

§1,124,804.65

P S mT A T A o m—
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IDAHO MARYLAND HIINS CORPORATION

{A Nevada Corporation)

Statement of Rarned Surplus,
Year inded Decembor 31, 1951

Bﬂlance.;anuﬂryl.lsz?................. 31&4.36&.33

Reduction in prior yeoarst doplotion and deprecistion--
mm@m@dmmenﬁs ¢ & & ¢ o » ¢ © & & s s e+ & 0o @ 3440.305.02

Expenditures for opening Brunswiock ghaft formerly charged
t0 oxpense, now capltalized--inceme tax afjustment . . . 141,687.02

Reduction in prior year's roserve provision for
eampensation INSUPENCE .« o v . ¢ 4 2 v e o s s e o s e 34,348.61 616,3538465

8 760,702.98

Dovelopment costs of eertain Forbestorm workings abandoned
ml’s? --o--.-..-o..'ooonoco...c&16'057‘17

Transefer to Dsferred Crodit of interest acorued in prior

years on Grass Valloy Bulllion }iines notes . « « « « « 30,973.84 147,031.01

Surpluc after aQJusStmERts « 4 <« o o ¢ ¢ o . o o o $ 613,6711.97

Hot incone for 1937--sec incomne statoment . « « « « o o o 1,124,804,65
41,738,476.62

Dividends Geclared in 1937--60 cents per 6ha®s « o « + « 1,057,383.90

Bernod surplus December 31, 1937 . . « o« ¢ ¢ o o & § 681,092.72

T . e —
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:. ‘:. ::OLOADREE.NC.:. :.:.C. A LOS ANGELES

Lowis e e Cerlyz‘ed Public Accountants SANTA DARBARA

SELDON M, WILSON,C.P. A, ——

D.J. W, PATRICK,C.P. A, CORRESPONDENTS IN THE
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JAMES A.RUNSER,C.P. A, Sl\N FRANGISGO

ARTHUR A.WENDER,C.P. A,
GEORGE E.MILNER,C.P. A,

March 13,1939

The Bosxrd of Directors,
Ideho Marylend Mines Corporation,
San Francisco, California,
Dear Sirs:

We have made an examination of the balance sheet of Idaho Maryland liines
Corporation (A Nevada Corporation) as at December 31, 1938, and of the statements
of income and profit and loss and earned surplus for the year 1938. In connection
therewith ws examined or tested accounting records of the company and other support-:
ing evidence and obtained information end explanations from officers and employees
of the company; we also made a general review of the accounting methods and of the
operating and income accounts for the ysar, but we did not make a detalled audit
of the transactions.

In our opinion, based upon such examination, the accompanying balance sheet
and related statements of income and profit and loss and earmed surplus, as asmplified
and explained by the accompanying notes, fairly pressent, in accordance with accepted
principles of accounting consistently maintained by the company during the year under

review, its position at December 31, 1938, and the results of operation for the year

ended that date.

CERTIFIED PUBLIC ACCOUNTANTS.
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IDAHO MARYLAND MINES CORPORATION

(A Nevada Corporation)

Balance Sheet Notes

NOTE 1:

For the notes receivable and accrued interest due from Grass Valley Bullion
Mines, the company holds as collateral deeds of trust on all of the properties,
including properties under purchase option agreements. Messrs. Errol MacBoyle
and F. V. McNear, Vice Presidents and Directors of Idaho Maryland Mines Corpora-
tion, jointly and severally have guaranteed $50,000.00 of these advences.. Idaho
Maryland Mines Corporation also holds options to acquire a controlling interest
in the capital stock of Grass Valley Bullion Mines,

In 1938 the notes receivable increased $71,275.00 through advances to Grass
Valley Bullion Mines. Interest of $38,509.18 acerued in 1938 on the notes
receivable is carried as a deferred oredit in the balance sheet and has not been
included in current income. Grass Valley Bullion Mines advises that there are
unpaid balances of §70,190.00 on properties under purchase option agreements, of
which $57,290.00 is payable in 1939.

Companyts counsel advises that the action brought by BEmpire Star Mines
Company, Ltd. against Grass Valley Bullion Mines, in which Idaho Maryland Mines
Corporation was joined as a defendant, has not been settled. In this action
the Empire Ster Mines Company, Ltd. asked for an injunotion to restrain certain
nining operations and for an accounting of the value of ore removed by Grass
Valley Bullion Mines from certain disputed territory. Judgment went for the

defendants in the United States District Court but was reversed by the United States

Circuit Court of Appeals. It is anticipated that a judgment of about $62,000.00
will be rendered against Grass Valley Bullion Mines., No money judgment is asked
against Idaho Maryland Mines Corporation.

The ultimate realization on the notes and interest and on the stock is not
determinable, pending further development of the properties.,

NOTE 2:

Mining claims, development costs, plants and equipment at Grass Valley are
stated at amounts (representing a portion of the aggregate costs) agreed to by
the Treasury Department for depletion and depreciation purposes at December 31,
1931, with subsequent additions and acquisitions stated at cost, less depletion
and depreciation on a unit of production dasis.

The mining olaims at Forbestown are stated at cost and are owned in fee.
In December, 1938 the Forbestown projeoct was abandoned and all leases and options
were surrendered, with a resultant loss of $213,046.11 which was ocharged to earmed

surplus,

Union Hill mining propertieé and plant at Grass Velley are stated at the par
value of capital stock issued therefor with subsequent additions at cost. The
properties are inoperative and no provision has been made for depletion and depre-
ciation.
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IDAHO MARYLAND MINES CORPORATION
{A Nevada Corporation)
Balance Sheet Notes

Alrport and airplane and ranch properties, buildings andé equipment are
stated at cost, less depreciation.

The properties of the former Idaho Maryland Mines Campany to which the
company succeeded were still encumbered as of record on December 31, 1938, for
first mortgage bonds with a face value of $1,000,000,00, all of which are owmed
by and are in the possession of the company.

NOTE 3:

Outstanding capital stock increased from 1,768,281 shares at December 31,
1937 to 1,780,781 shares at December 31, 1938, through the issue of 12,500 shares
pursuant to an agreement for services emtered into with Error MacBoyle in 1932.
The 1939 annual payment of stock on this agreement will be paid out of treasury
stock held by the Trustees as shown by the halance sheet.
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IDAHO MARYLAND MINES CORPORATION
( A Nevada Corporation)

Statement of Incoms and Profit and Loss,
Year Ended December 31, 1938

OPERATING REVENUES:

Bullion-~1ess mint Charges « « « « o o o « o « « o $4,555,373.92
Custor ors and concentrates purchased--less
troatmont chArge8 . « o ¢ o o ¢ ¢ o o s o o o o 44,529.48
Total operating revenuUBs .« « o« « o o o o o o o _ $4,510,844.44
OPERATING EXFENSES:
Mining, hoisting and preliminsry crushing .. . . $1,757,670.01
Milling and ore treatment . o o« « « o ¢ o o o o o 342,485.05
Shipping expense on bullion o « o o o ¢ o o o o o 10,866,49
Taxes, insurance and royalties . ¢« « « ¢« ¢« ¢ ¢ & & 315,440,07
Administrative and general @XpenSSE « ¢ o ¢ o o o 419,219.71
Total operating ©XpoNREESE o« o « o « s o o o o o - 2,845,681,33
Net income from opsrations--before depletion
and deprociation . . ¢ ¢ ¢ o o o o o e o o o 81,665,163.11
O'IHERINOUME—-NET................. 71418.9
51,733,551.50
DEPLETION AND DEPRECIATION ¢ ¢ ¢ o o ¢ o o o ¢ o o & 428,135,50
Net income before Federal income t8X « o . . . 81,308,446.00
PROVISION FOR FEDERAL INCOME TAX ¢ o o o o o ¢ o » o . 115,000,00

Het income t0 SurpluB ¢ « o o o o ¢ ¢ = ¢ o o o §1!122!446§00
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IDAHO MARYLAND MINES CORPORATION
( A Nevada Corporation)

Statemsnt of Earned Surplus
Year Ended Dacember 31,193

Balanee, January 1, 1938 o« ¢« o « ¢ ¢ o o s o o ¢ o s s 6 o s s s o
Loss on Forbestown project abandoned in December 1938 . . . . . .

Net 111001!19 for 1938-"899 mcome Btatmnt ¢ o o o o & 0o o 0o v o s
Dividends declared in 1938--55 cents per share-—-(dividends of 60¢
per share were paid in 1938 of which 5¢ per share was declarsd

1n Deeembar 1937) [ ] L L * L L] * L . L d L L L L] e, o * L] L] - L] [ ] L

Earned surplus, December 31, 1938 eee ¢ o ¢ ¢ ¢ o « o o o o

$ 681,092.72

213,046,11
5—4'65 ,046, 61

1.193’446000

$1,661,492,61

915,257.70
§ 686,234,91
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ARTHUR A.WENDER,C.P. A,

GEORGE E.MILNER,C.P A, March 21 » 1939

The Board of Directors,
Idaho kiaryland Mines Corporation,
San Francisco, Califoraia.
Dear Sirs:
Yie have made an examination of the asccounts and financial records of

IDAHO MARYLAND MINEB COHPORATION

(A Nevada Corporation)
for the yeer ended December 31, 1938, and submit herswith our report which consists
of the following exhibits with supporting schedules and commsnts thereon:
Exhibit A--Balance sheet--Dacamber 31, 1938
Schedule A-l--Statement of changes in propertles, plants and
equipment, yoar ended Dscember 31, 1938
Schedule A-2--Statement of earned surplus, year ended December
31, 1938
Exhibit B--Statement of incoms and profit and loass, year ended
December 31, 1938
Accounts reflecting assets, liabilities, capital and surplus were examined
or tested as of December 31, 1938 and tests were made of accounts recording incoms
and expense to determine the results of operations for the year esnded December 31,
1938, but ws did not make a detailed audit of the transactions. Accounting
rocords and other supporting svidence vere examined or tested ani information and

explanations were obtained from officers end employees, and a general review was

made of the accounting methods.
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COMMENTS RESPECTING CPERATIONS

Operations for the year ended December 31, 1938, which are detalled in exhibit

B, reflect a net income of £1,193,446.00, or an increase of £68,641.35 when compared

with the net income of §1,124,804.65 for the year ended Tecember 31, 1937, as shown

in the following comparative summary:

Year Inded December 31 Inersase
Deseription 1958 193 Decroasge
OPERATTNG REVENUES:
Bullion--less mint charges . . . . . $£4,555,373.92 £4,036,415.57 £518,958.35
Cusiom ore and concentratea purchased--
less treatment charges . « « « « « 44,529.48 39,308.52 5,220,96
Total operating revemues . . . . . $4,510,844.44 $3,997,107.05 £513,737.39
OPERATING EXPEHSES:
Mining, hoisting and preliminary
cmﬂhi‘ﬂa " 2 % B8 ® % & 8 & & ® & » $1'757'6?0l01 sl.4§7.9ﬂ9.28 5299’760.73
¥%illing and ore treatment . . . . . . 342,465.05 304,741.26 37,745.79
Shipping expense on bullion . « . « » 10,866.49 10,483.40 383.09
Taxes, insurance and royalties . . . 315,440,07 283,961.48 31,478.59
Administrative and general expenses . 419,219.71 335,201.03 64,018.68
Total operating expenses . . . . . §2,845,681.33 §£2,392,296.45 §453,364.88
Net income from operations--before
depletion and depreciation . . . §1,665,163.11 §1,604,810.60 § 60,352.51
OTHER INCOME==RET 4« + o o o o s o = & & 71,418.39 11,209.90 60,208.49
§i,733,551.§6 EI,ETE,ﬁZO.;E 5120,53i.00
DEPLETION AHD DEPRECIATION WA ) 428,135.50 370,215.85 57,919.65
Net income before Federal income tax §1,308,446.00 §1,245,804.65 ¢ 62,641.35
PROVISION FOR FEDERAL TNCOME TAX . o 115,000.00 121,000.00 6,000 .00
Net income to surplus . . . . . . $1,193,446.00 §1,124,804.65 § 68,641.35

Yorbestown operations, which are included in the several categories above, show
a loss of £119,526.62 in 1938 as compared with a loss of £106,176.44 in 1937, or an
increase of £13,350.18, us set forth in the comparison that follows:

Increase
Description 1938 1937 Decrease
HH-I:IOH"-W m CHAK}K."': o & o a & & 8@ $296_!221023 $216’237.54 5793983:69
CPERATTNG SES:
Mining, hoisting and preliminary crushing . £235,943.27 §163,553.64 £72,389.63
#il11ing and ore treatment . . . . . . 8% 50,870.31 38,552.41 12,317.90
Taxes, insurance and royalties . « « « « » 53,219.03 42,100.99 11,118.04
Administrative and general expenses . . « . 42,122.70 48,948.42 6,825.72
Total Operating eXDONSES .« « « « « « o« 1382,150.51 1293,155.46 533??55:3?
Net loss from operations--before
depletion and depreciation . . . . « § 85,924.08 § 76,917.92 § 9,016.16
DEPLETION AND DEPRECIATION < « « « « « o « «  33,592.54  29,258.52  4,334.02
Net loss e 1 gr | §119!526.62 ;106l175.44 3132350.13
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A comparison of the first summary with the Forbestown summary reveals that the
bulk of the inerease in the several operating revenue und expense items in the first
summary resulted from the (Graass Valley operation. loreover, the increase of
§60,352.51 in net income from operations (before depletion and depreciation) is
attributable wholly to Orass Valley operations as Forbestown shows an increase of
$9,016.16 in net loss from operations. The increase of 184,018.68 in administra-
tive and general expenses is due principally to an increase of $44,944.88 in com-
pensation payable in stock and to a legal expease of §22,500.00 in connection with
$he National Labor Relations Board action. The expense for compensation payable
in stock was larger in 1938 by reason of the expense being based on the cost of
treasury stock to be used for the contractual obligation, while 1937 expense was
charged with the £1.00 par value of unissued stock used for that year's obligation.

The foregoing summary of operations shows a £60,208.49 increase in other in-
come which is explained as follows:

Increase
Ttem 1938 19317 in Income

Reduction in compensation insurance

TESOrve ProviBion « « o « ¢ o « « o « v = » «» $47,302.97 £36,690.56 £10,612.41
Gain on sale of fixed assets . . « « v « = « =« 10,399.62 167.06 10,232.56
Cash A4800U0E8 BAKML .+ ¢ « ¢ = =« ¢ o v o = o o 3,407.18 3,291.63 115.55
Adjustment of prior years! Federal income taxes 4,508.05 17,404.43 21,912.48
TAESINIE DBIR  « v o c s e 0 v s mmn oo 22039 5,098 3,600.42
Sundry items——=net . . ¢« ¢« ¢« « o s ¢ 2 0 s o o 8,091.96 5,635.11 13,727.07

Other income--net « . « « » « o o o o « o §71,418,39 §11,209.90 §60,208.49

The item "reduction in compensation insurance reserve provision" represents 30

per cent of the current yearts provision plus the balance remaining of the fourth
preceding year, which was the basis adopted by the company beginning in the year
1937. Gain on sale of fixed assets (£10,399.62) for 1938 arose principally' from

the sale of the airplane.

Depletion and depreciation increased $57,919.65, as reflected in the summary of
operations on page 2, which is attributable in part to additions to properties, |
plents and equipment during the year and in part to an increase in the amount of

unit depletion and depreciation resulting from the increase in ounces of gold pro-

ducad.
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COMMENTS RESPECTING FINANCIAL COIDITION

The fineneial position of the company at December 31, 1938 is presented in
detail in exhibit A and is compared with the financial position at December 31,

1937 in the following comparative balance sheet swmary:

Bescrigtion

CURRENT ASSETS:
Cash on deposit and on hand . . .
Bullion in transit
Gold specimen ore
Accounts receivable
Materials and supplies . . . . .

Total current assets . « « « « &

CURRENT LIABILITIES:
Kotes payable
Accounts payable
Acexued pay rolls, insurance and ’ama
Provision for Federal income tax . . .
Dividend declared
Other payables

Total current liabilifies . . + « «
Yiorking eapital
DEPOSTITS
ADVANCES AND INVESTMENTS:
CGrass 8y on
Notes receivable

Open account
Acerusd interest on notes

- - - - - - -

. L] L] L] -
L] L] L] L] L]
. L] L] L L]

- Ll - - - - - - - - - -

- - - - - - -

- - - - - - - - - -

- - - - . - - - - - - -

" ® ® & @ & s = 8§ ®

nes:
- . - - - - - L] - -
- - - Ld L - - - - - - -

Grass Valley Bullion liines Class B stock

Advances to officer
Advances to Granite Basin Eining

Company
Treasury atock-—hald by Trustees . . .

PROPERTIES, PLANTS AND BQUIPMINT--NET . .
DEFERRED EXPENSES

- & ® ®» & ¥ & W e &8 5w =

a 8 @& & ® &8 & & & 8 =

DETUCT:
Installment obligations payable after
m mr - - - - - - - - - - - - - -
Accrued compensation payabls in stoek .
Reserve for compensation insurance ., .
Deferred credit--acerued interest
Grass Valley Bullion iines notes . .

Net assets

NET ASSETS ANE REPRESENTED BY:
Capital stock
Capital surplus
Earned surplus

- - - - . - - - - - -

- - - - - - . - = -

Total capital and surplus . . « « »

December 31, December 31, Increase
1938 1937 Sekrware
§ 307,287.09 § 65,409.97 £241,877.12
184,310,.83 182,778.81 1,532.02
2,476.21 2,478.21 i
10,790.12 5,025.03 5,765.09
136,295.74 139,878.81 3,583.07
$ 641,161.99 § 395,570.83 §£245,591.16
s Aasawnew $ 100 .000 .00 3100 ’lm .00
53,318.35 54,743 .00 1,424.65
113,217.27 90,839.29 22,377.98
115,000.00 121,000.00 6,000,00
saenew 88’148‘60 35,148.60
26,193.59 11,000.33  15,193.06

§ 307,729.01 § 465,731.22 §158,002,21
§ 333,432.98 § 70,160.39 §403,593.37
30,000.00 36,900 .00 6,900.00
673,000.00 601,725.00 71,275.00
R 10,222.66 10,222.66
103,042,178 64,533.60 38,509.18
1.00 1.00 LALECLE e

7:323.35 61,519.65 52,196.30
csessas 3,341-99 503‘1’,9
77,225.03 22,408.53 54,816.50
2,814,247.17 3,236,339.32 422,092.15
51,764.,61 32,645.38 19,119.23
4!092. 3 l92 53,99?,4?zu14 ; 92!560.15
L R s 18'?03'61 s 18.105061
55,527.40 10,582.52 44,944 .88
141,667.52 131,499.98 10,167.54
103,042.76 64,533.60 38,509.18

$ 300,237.70 & 225,319.7. § 74,917.99
£3,791,799.22 §3,714,157.03 ¢ 17,642.19
$1,760,761.00 $1,768,281.00 § 12,500.00
1,324,763.31 1,324,783.31 BB
686,234.91 681,092.72 5,142,19
$3,191,799.22 $3,774,157.03 3 17,642.19
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The inoreasse of {403,593.37 in working capitel during the year, as showmn by

the foregoing summary, is explained in the following statemsntd:

ITEXNS INCHEASING WORKING CAPITAL:
Netmeom--em itB e & & © 4 & & 5 o & o & s s 8 . slgl939446.°°
Adjustment for items charzed to operations which do
not affect working capital:
Depletion snd depreciation--schedule A-1 . . . . . 8428,135.50
Compensation insurance provision (charged to
operating expenses £108,677.03; less £47,302.97
cradited to other fncomB) & o o ¢ ¢ o ¢« ¢ o o o o 61,374.06
Compensation for services payable in stock . . . . 58,652.38
§§4§,131.94

- 10,399.62 537,762.32
@1,73Tf§687§§

42,500.00
52,196.30

Lesa: Gain on sale of fixed assets8 . « =« ¢ =« « &
Inocrease in working cspital through operations .
Procesds from sele of Lockheed airplane . . . . . &
Reduction in amount due from officer--net . . . . .
Deblt balance in OGrass Valley Bullion kiines current
account at December 31, 1937--note 1 . . « ¢ « « 10,222.66
Collection of Granite Basin Mining Companry account . . 3,341.99
Proceeds from sale of Torbsstown plant, etc. . . . . 2,335.50

L ] L] L] »

Total items increasing working oapital « . « « o« . 81,841,804.77

ITEMS DECHEASTIG VORKING CAPITAL:
Dividonds cdeclared and Paid . « o « o o« o o o ¢« o « o £975,257.70
Additions to properties, plants and equipment--

SChEAULE A=l ¢ o o « « o ¢ o o 8 o ca o o o e o o o 281,797.97
Advences on notes receivable to Grass Valley Bullion

Mineﬂ-..ooooa.-n-..-.oo..o.o 71.275-00
Cost of treasury stock acquired (includes £56,000.00

rocoived from officer and applied on his open

aoco‘mt) @« & & ® & & & 2 @ & 6 o ¢ & v s 5 s & o 56'024.00
Disbursements under compensation self-insurance . . . 51,206.52
Inerease in Geforred @XpPeNsSesS « ¢ « » o o o o ¢ o o o 19,119.23
Payments on mortzage (portion classified as payable

aftor one year at Dacember 31, 1937) « + « « = « « o 11,722.50
Industrial Accident Commission awerds (portion

clasgiried as payable after one year at Decemberxr

31,1937)—n0t92..........---...
Cost of dismantling Forbsstovm plant e o o o o o o

6’ 981.11
4,827.37

Total items decreasing working capital . . « « « « 1,438,211.40

Not increase in working capital . « o ¢ « o « o o § 403,593.31

NOTE 1: During 1938, collections exceefied disbursements in this account, and resulted
in a eredit balance of £8,436.48 at December 31, 1936. The credit balance
has been classified as a current liability on the balance shest at Decembsrx

31, 1938.

NOTE 2¢ All Industrial Accident Commission awards were classified as current liabi-
lities on the balance shest at December 31, 1938.
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The individual items appearing in the balance sheet, exhibit a4, are commented

upon as follows:

CASH ON DEPOSIT AND ON HAND--2307,267.09:

The several bank accounts and revolving funds that male up this item are
clasgified ag follows:

General accounts:
Vells Fargo Bank & Union Trust COe=~
San Fl‘anci.sco ¢ » & & & & & ° ¢ o o o $M7,228.22
American Trust Company--San Francisco . . 91,800.57
£239,028.79
Dividend account:
The Bank of California, H.A.~-3an Franeisco .« « « « « 50,000.00
Compensation insurance fund:
Bank of America, N.T. & S.i.--San Francisco . . « « . 9,353.91
" Bank revolving funds:
Bank of America, N.T. & S.A.--Grass Valley:
mlvmgﬁmﬁ..........-..%5,096.26
Pay roll account .« o ¢ ¢ o » o o o < o 1,910.13
Bank of america, H.T. & S.A.--Oroville . . 1,500.00

8,506.39
Cash on hand:
Suan Francisco office fund . . « & o ¢ o « § 225.00
Undoposited receipts .« « ¢ ¢« o o o o o 175.00 398.00
Total L ] - [ ] - L ] L ] * ® L ] - - ® - L ] [ ] L J .%-327’28?.09

Bank balances were reconciled with certificates received from ths depositaries

and cash on hend was countad.

EUVLLION IN TRANSIT--$184,310.83:

This is the smount received from the Iint at San Francisco in January 1939 for
bullion recovered from amalgem and precipitates allocated to 1938 operations. These

remittances were traced as bank deposits in January 1939.

GOLD SPECIMEN ORE-~-$2,478.21:

This is the assay value at {17.57 per L£ine ounce of golé for throe specimens of
ore which were valued and set up in the accounts in prior yesrs. lr. Errol MeoBoyle,
Vice Prasident, confirmed that these specimsns were at the mine office, Grass Valley,

California.



M% LAREN, GOODE & CO.

ACCOUNTS RECEIVABLE--$10,790.12:

Accounts receivable consisted of £1,392.50 due from employees, and £9,397.62
dus from others. The principal items comprising the latter amount are £3,073.34
due from Oro Fino Consolidated lines, %$2,104.50 due from several individuals for
sale of buildings, etc. at Forbestowm, and a £3,124.57 ostimated recovery on gold

and cash advances in connection with the campelgn against high-grading.

MATBRIALS AND SUPPLIES-~£136,295.74:

laterials and supplies are stated at cost and are based on quantitles at
Decembar 31, 1938 as shown by the perpetual inventory records. A physical inven-
tory was taken in November 1938 and the pex;petnal records were adjusted to the
physical inventory with a resultant rafuction of £5,416.05 in the inventories as
shown by the books. Extensive tests were made to establish the clerical accuracy
of the inventory.

The inventory at December 31, 1938 ineluded $8,474.60 of equipment mnot yet
installed, which was tranaferred from inventories tc properties, plants and equip~

ment (sse schsdule A-1) for the purposes of this report.

DEPOSITS~-# 30,000.00:

This is a cortificate of deposit i1asued by the Bank of America, N.T. & S.A.,
and is held by The Fidelity and Casualty Company of New York as surety on a sslf-
insurerts bond for compensation insurance. Confirmations wers obtained from the
issuing bank and the holder of the certificate of deposit.

In December 1938 the deposit of £6,900.00 with the Pacific Gas and Elsetric
Company for a power line extension at Forbestowm was charged off to "loss on Forbes-

tomm projeet abzndoned.”
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GRASS VALLEY BULLION MINES--£776,042.78:

Changes during the yoar in notes recoivablo and accrued interest on notes are
set forth bdelow:

Notes Acecrued
Daacrip_tion Beceivable Interost Total

Balance, December 31, 1937 . $601,725.00 & 64,533.60 £666,258.60
Advances and interest
acerved in 1938 . . . . . .  71,275.00  38,509.18 109,784.18

Balance, December 31, 1938 . $673,000.00 £103,042.78 £776,042.78

The notes bear interest at six psr eent per annum. The entirs amount of the
accrued interest, £103,042.78, appears as a contra item on the brlance sheet under
the caption "Deferrsd Cradit.® It should be noted that interest has not bsen
acerued on the unpaid interest.

There was a credit balance of £8,436.48 in the Gfass Valley Bullion iiines open
account at Docember 31, 1938, which is included in the item "Other Payables" on the
balance shset. This account had a debit balance of £10,222,66 at December 31, 1937
and appeared in the balance sheet at that date under the asset caption "Grass
Valley Bullion Mines.®

For notes receivable and accrued interest due from Grass Velley Bullion lMines,
the compsmny holds as collateral deeds of trust on all of the propsrties, including
properties under purchase option agreements. Iiesore. Errol MacBoyle and F. V.

' Mcldear, Viece Presidents and Directors of Idaho Marylend Mines Corporation, jointly
and sevsrally have guaranteed $50,000.00 of these advances. Idaho Marylend lMinos
Corporation alsc holds options © acquirs a controlling interest in the capital
stock of CGrass Vallsy Bullion iines,

In 1938 the notes receivable increased £71,275.00 through advances to Grass
Valley Bullion ines. Interest of £38,509.18 accrued in 1938 on the notes
rececivable 1s carried as a deferred credit in the balance sheet and has not been

ineluded in current income. Grass Valley Bullion kiines advises that there are
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unpaid balances of {70,190.00 on propertias under purchase option agreements of which

857,290.00 is payable in 1939.

Campany's counsel advises that the action brought by Empire Star liines Company,
Ltd. against Grass Valley Bullion iiines, in which Idehc Meryland Mines Corporation
s joined as a defendant, has not beson settled. In this action the Empire Star
¥ines Compeny, Ltd. asked for sn injunction to restrain certain mining operations
and for an accounting of the value of ore ramoved by Crass Valley Bullion iiines from
cortain disputed territory. Judgmsnt went for the defendants in the United States
District Court but was reversed by the United States Circuit Court 61’ Appeals., It
is antiecipated that a judgment of about £62,000.00 will be rendered against Grass
Valley Bullion iiines. No money judgment is asked against IGaho lMarylaend Mines
Corporation.

The ultimate realization ocn the notes and interest and on the stock is not

determinable pending further development of the properties.

GRASS VALLEY BULLION MINES, CLASS B STOCK--£1.00:

The stock econsists of 100,000 sharss acquirad without cost in 1934 as part con-
sideration for the first advance of £50,000.00 to Grass Valley Bullion }ines. Stock

certifiocates wore oxmmined.

ADVANCES TO OFFICER=-~(9,323.35:

This 18 the dalance due from Errol iimcBoyle, Vice President and Director, in
connection with advances for the operation of and erection of improvements upon
company’s surfacs land ranches. Collections during 1938 included an amount of
§56,000.00 as the value assigned to 8,000 shares of the companyts stock acquired
from i‘r. MacBoyle. The stock is included in the item of treasury stock on the
balance sheet.

TREASURY STOCK~--577 2225.03¢

Treasury stock is stated at cost and represents 13,313 shares bought by ilessrs.

Zook and Freuch, as Trustees, for tho ccmpany’s account. The stock is held by the
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Trustess and is to be used for certain contractual obligations of the company which
are payable in stock. Stock certificates aggregating 13,313 shares were inspected
on Jamusry 12, 1939.

In the current year 8,004 shares were purchased, incluiing 8,000 shares acquired
from Errol MacBoyle, and 300 sheres were issued to G. S. Borden fbr compensation

payable in stosk.
The 1939 annual payment of 12,500 shares of stock under Mr. MacBoyle’s agree-

ment will be paid out of treasury stook.

PROPERTIES, PLANTS AND EQUIPMINT--NET--£2,814,247.17:

Changes Guring 1938 in the several classifications of properties, plants and
equipment, and the related reserves for depletion and depreciation, are set forth
in schedule A-~1 of this repori. Reference to this schedule will reveal the follow-
ing pertinent infonmagion:

1. Additions of £241,797.97 in 1938 to properties, plents and equip-
ment.

2. Deplotion and depreciation of £428,135.50 charged to operations.
3. Transfer from Forbestowmi to Grass Valley of plant and equipment
with a cost of £73,109.56 and accumulated depreciation thexreon
of $26,029.15, or a depreciated value of $47,080.21.
4. Abandomment or sale of properties, plants and equipment with a
cost of £297,905.82 and accunmlated depletion and Gepreciation
of £62,151.20. The {297,905.82 includes $244,255.66 of
Forbestown propsrties, plents and equipment abandoned in
Dacember 1938.
There was a loss of {213,046.11 on the abandonment of the Forbestcim project
which was charged to earned surplue; see schedule A-2. ‘The cost, accumulated
depletion and depreciation, amount realized, and loss on abandonmsnt of the prop-

erties, plant and equipment are summarized as follows:
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Development
Mining Claims Costs Prior Plants,
(Paymente to Operating Buildings and
Description on Options) Poriod Equipment Total

COBt * o & & O e e o ° o o o $71,657.52 234.038.2} $138'559.91 é244’255.66
Accumlated depletion and

dopreciation . « + o o o . 911.65 2,933.32 36,757.24 40,602.21
Depreciated value . . . £70,745.87 $31,104.91 $101,802.67 £203,653.45
Amount mal’.zed, e§°o e = o o eassene XXX 2,334.71 2,354.71
Loss on items abandomed £70,745.87 £31,104.91 { 99,467.96 £201,318.74
Pmr lma deposit - -* [ ) [ ] L ] L] »> L] - * -« L ] L ] L ] [ 2 - * * L] - L] L ] L ] - L J 6,900.00

Dismantlement @XPENES o+ « « « o o o ¢ s o o o o o o o s s s 0 o o @ 4,827.317

I'Otal 1088 on abandmnt--schsdula A-Z » & & & @& » 8 & = » & 321.32046.11

Plant and oquipment transferred from Forbestown to Grass Valley are not inclufied
in the foregoing statement, ag thess items were transferred at nat depreciated value
wvithout gain or loss thereon.

¥ining claims, dovelopment costs, plants and equipment at Grass Velley are stated
at amounts (representing & portion of the aggregate costs) agreed to by the Treasury
Department for depletion and depreciation purposcs at Dacember 31, 1931, with subsge-
quent additions and acquisitions stated at cost, leas depletion and depreciation on
a unit of production basis.

The mining claims at Forbestoun are statsd at cost and are owmed in fes. In
December 1938 the Forbestown project was abandoned and all leases and options were
surrenderad.

Union BHill mining properties and plant at Grass Valley are stated at the par
value of capital stock issued thersfor with subsequent additions at coss. The
properties are inoperative and no provision has been made for depletion and deprecia~-
tion.

Atrport and airplane and ranch properties, buildings and equipment sre stated at
cost, less deprecimtion,

The properties of the fommer Idaho Maryland iines Company to which the company
"succeeded were still encumbersd as of record on December 31, 1938, for first mortgags

bonds with a face value of £1,000,000.C0, all of which ars omned by end are in the

possession of the company.
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DEFERRED EXPENSES--851,764.61:

Deferred expenses consist of prepaid operating expenses of £36,920.73 and
£14,843.88 prepaid insurance, etc. Prepaid operating expenses represent the un-
amortized portion of the cost of hoist cables, mill liners, locomotives, underzround
pimp:l.ng system, etc. which are being writton off over a period of months on the esti-

nated life of the items.

ACCOUNTS PAYABLE-~TRADE CREDITURS AND OTHMRS--(53,318.353

Amounts Gue to these croditors wers checked in detail and reconciled with the
general ledger control accounts. Precaution was aken to ascertain that all lia-

bilities of comnsequence were included in accounts payable,

ACCRUED PAY ROLLS, INISURANCE AND TAXES--£8113,217.27:

Theze accruale at Decembsr 31, 1938 consisted of the following:

P&y mlls--second h&lf Of Deoember e o o o » {",‘ 60,098.58

County and irrigation district taxes . . . « ¢ o o « & 8,7170.17
Unemploymont insurance--employor and eAployee .« « . . 19,806.74
°1a a@ bmfita tax“ do. e o o o 7,749.“9
cﬁpital Stock tﬂx“p&y&ble in J'u-ly 1939 ® ® o e ® e @ 16,500 .00
Sundry EQOI"\I&].B e ® e @ © & & O & © & 6 & ¢ & &8 & °o @ 292.29

Rtal [ ] - L] * L ] -* * L [ ] - - L] * L] L) R J * L 3 * L J - L ] 5‘%1125217.27

PROVISION FOR 1938 FEDERAL DNCOME TAX~--£115,000.00:

This reprosents ostimated Federal income %ax computed at 16 1/2 per cent of
taxable earnings of the company for the current year. No provision is considered

necessary for excess-profits tax or surtex on undistributed profits.

OTHER PAYABLES--$26,193.39:

The items included in this category are as follows:

Industriasl accident awarxdis to:

E.C.ASlin .0-.-0.-..0-..-8461.60

Allan BETBIASE o ¢« « « o ¢« o o o o o a o« o« 6,315.15

Edt‘lﬁl’ﬁ s. Hall ® ® o o & ¢ 6 ° v s 6 s o @ 3’762.28

Hmld M. Hogg e & & © o & o o * & » o o 49786.60 815’525.63
Grass Velley Bullion Mines--open accmmt .. 8,436.48
Unolaimed dividends . o« « ¢ « o o s « o o o 2,431.28

'mtalovocoooilootocto

$26,193.39
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The industrial accifient awards are paid in installments and approximately

£11,700.00 of the {15,325.63 is payable subsaquent to Decembsr 31, 1939.

ACCRUED COMPENSATION PAYABLE IN STCCK--£55,527.40:

This i3 tho accrual at December 31, 1938 for compsnsation obligations vhich
are payable in stock pursuant to agreements for services with Errol liscBoyle and
G. S. Borden. The acerual is based on the cost of treasury stock to bs iassued in

1939 to these individusls.

RESERVE FOR COMPENSATION IDNSURANCE--£141,667.52:

The compahy is a self-insurer for compensation insurance covering its employees
&t Crass Velloy and this is the ressrve provision for accident awards wvhich may

occur in the future. Changes in the reasrve during the year are summsrized as

follows:
Aecident Silicosis Total
Descrigtion Raserve Reserve Reserve

Balance, Decembser 31, 1937 « « « « » « » o {106,878.88 ¢ 24,621.10 $131,499.98
Provision in 1938--based on commereial
103,206.14 470.89 10

mtas . L 4 L ] - * - L] L] L ] [ L J L) L ] - L ] L ] L ] 5 8 677‘03
¥210,085.02 $30,091.99 T260,177.01

Acoident payments and expense costs in
49,241.08 1,965.44 513206.52
2‘1350833-94 g 28’3—-2305; £1080,970.49

Adjustuent of reserveo-~-transferred to

19}8 ® * [ ) *® * ® L ] L ] L ] L] * * L] - * *
current $nCAMB* . . ¢ . e e o o o 0 o » 47,302.97 sevesse 47,302.97

Balance, December 31, 1938 .. .. . $113,540.97 £28,126.55 5141,667.52

*This is 30 per cent of the 1938 provision plus the balance remaining
of the fourth preceding year, which basis was adopted by the compeny
beginning in the year 1937.
In addition to salf-insurance the company has accident compensation insurance
under a policy which covers any one eccident, that may result in claims in exceoss of

£5,000.00 but not to exeeed ¢300,000.00.
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This represents accrued intersst to December 31, 1938 on Grass Valley Bullion
mines notes which appears as a contra item on the balance sheet. 0f this amount
$38,509.18 acerued in 1938 and was not inecluded in current incame, and the balance

rapresents amounts accrued in prior years.

CAPITAL STOCK--£1,780,761.00:

~ The capital stock is £1.00 par value and consists of 2,500,C00 authorized
sheres; of which 1,778,573 sharaes Are issued and 2,208 shares are held for conver-
glon of predscessor's stock, or a total of 1,780,781 shares. The 1,780,781 issued
shares at December 31, 1938 consisted of 1,767,468 shares in the hands of the
public and 13,313 shares of treasury atock held by Trustees toc be used for contrac-
tual obligations payable in stock. In the ensuing yesar 12,800 shares of the
treasury stock will be issued for contractuml obligations.

The American Trust Company, Registrar, confirmed that the equivalent of
1,780,781 sbares of Idaho Maryland ﬁunee Corporation stock was issuod and outstand-
ing as of December 31, 1938.

Outstanding capital stock increased from 1,768,281 shares at Dacembor 31, 1937
to 1,780,781 cheres at December 31, 1938, through the issue of 12,500 shares, pur-

suent to an agreement for esrvices entered into with Errol iaeBoyle in 1932.

CAPITAL SURPLUS~-£1,324,783.31:

Cepital surplus requirses no camment as there were no changes during the year.

EARED SURPLUS-~3686,234.91:

The changes in earned surplus during the year ended Decembsr 31, 1938 are set
forth in achedule A-2. The chargs of {213,046.11 to earned surplus for "loss on
Forbestoun project abundoned in Daecembsr 1938" is explained on pagss 10 and 11 of

this report.
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GENERAL COMMENTS

Foderal incoms tax returne through the calendar year 1935 have been exemined

and cloged by the Treasury Department.
The accounts and finamcisl records of the company at December 31, 1938 wers in

agreament with the statements and figures contained in thia report.

tie wish to express cur approciation of the courtesies and assistence extended
to our representatives by the diractors and employeas during the course of the

examination.

T u i
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IDABO MARYLAND MINES CORPORATION

(A Nevada Corporation)

Statement of Earned Surplug
Year Ended December 31, 1938

Bolance, January 1, 1938 . ¢ o ¢ ¢ ¢ o ¢ ¢ e o o s o o o o o

Loss on Forbsstown project abandoned in Descember, 1938 . . .

Netmmforl938--aeeexhibitn ® ® e @& o 4 o & 8 & » @

Dividends declared in 1938--55 cants por share (dividends of
60 cents per share were paid in 1938 of which 5 cents per
ghare was declared in December, 1937) e o s o o e o e o o

Earned surplus, December 31, 1938 . . ¢ o« o« ¢ « o « o »

Schedule A-2

§ 681,092.72

213,046.11

§ 468,0486.61
1,193,446.00

£1,661,492.61

975,257.70

§ 686,234.91
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IDAHO MARYLAND MINES CORPORATION

(A Wevada Corporation)

Statament of Income and Profit and Loss
Year Ended December 31, 1938

OPERATING REVEUES:

Bullicn-leﬂﬂ mt OhBrgeS ® ®© o o & o o ¢ v e o o - M.555’373092
Custom ore and concentrates purchased--less
treatment CHETEE8 . . «. « o « 2 o ¢ s s o o s o o 44,529.48
Total oporating revenues . . . . « « + ¢ ¢ o o $4,510,844.44
OPERATING EXPENSES:
Mining, hoisting and preliminary crushing . . . . . §1,757,670.01
Milling and ore treatment . . . . . ¢ ¢ o . s o oo . 342,485.05
Bhipping OMBG On bmiOn e @ . L] e ®» & @ L . o L 10.866.49
Paxes, insurance and royalties . . . . « ¢« s + ¢ o o 315,440.07
Administrative and general 0Xpenses . . . . . « o o 419,219.71
Total oporating @Xpenses . . « v « « « « « o o ' 2,845,681.33
et income from operastions--before depletion
- and depreciation . . . . . . . 0 o . e 0 o o $1,665,163.11
mm’Mo-..-.-.........-. 71’418.3’
£§1,736,581.50
DEPLETTION AND DEPRECIATION . « « ¢« o o o o o o o o o o 428,135.50
Net income before Federal income %aX . . . . . £1,308,446.00
PRWISION FOR me mom TAX . [ ] L ® » Ll L e« @ L] - us,ooo.oo
Mot income 0 BUXPIUS . ¢ ¢ o ¢ ¢ o o o o s o &« £1,193,446.00
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NORMAN MFLAREN,C.P. A, OFFICES

r.c.::-izi.uc.::.:.c.a. LOS ANGELES
N.L. LC.PA - . . A
e Certified Public Accountants SANTA BARBARA

SELDON M, WILSON,C.P. A,

OJ W PATRICK.C. P A, CORRESPONDENTS IN THE
J.8.SCHOLEFIELD, C.P. A_A.C.A. 444 CALIFORNIA STREET PRINCIPAL cm:s“g:otirgfzo STATES
JAMES A.RUNSER,C.P A, SAN FrANCGCISCO

ARTHUR A.WENDER,C.P. A,
GEORGE E.MILNER,C.P A,

March 12, 1940

The Board of Directors,
Idaho Maryland #ines Corporation,
San Traneisso, California.

Dear 3irs:
Yo have oxmmined the balemee choet of Idaho liaryland Mimos Corporation as

of Deespber 31, 1939, cnd the statoments of incomns and surplus for tho yoay then
ended, have reviewed the system of internal eontrol and ascounting proeodures of
the company and, without meking a detmiled awdit of ths transactions, have ex-
amined or tested accounting records of tho compsny and other supporting ovidenee,
by mathods and %o the extent we desme2d appropriate.

In our opinion, ths acoompanying balence sheet snd related statoments of
incoms and surplus present f£airly the pesition of Ideho lNaryland dines Corporation
a¢ Deoecember 31, 1939, and the results of its operations for the year, ir conformity

with gonerally aecepted ascounting principlos applied on a basis comsistent with

that of the precsding year. W ;

CERTIPIED PUBLIC ACCUURTANTS.
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TDAMO MARYLARD XINES CORPURATION
A Novada Corporation)
Balanes sheot Notes

NOIE 1:

The company holds as collateral for the notes recelivable and acerued ingerest
due from Orass Valley Bullion Hines, deeds of trust on the properties, including
proporties undor purchace option agreenments. Messrs. Lrrol ilze Boyle and F. Y.
ticNear, Vice Prasidents and Directors of Idaho Maryland iines Corporation, jointly
and severally have guarantesd $50,000.00 of these edvunces. ldsho Hayylend Kines
Corporation alsy holdsoptions to acquire a controlling interest inm the eapital stoek
of CGrass Valley Bullion ines,

Thore was no change in tho amount of notes receivable during the ysar. The
intorest of $540,135.34 acerusd upon the notes in 1939 is earried as & deferred credit
in the balemce sheet and has not bson included in current income. Grass Valley
~ Bullicn Mines advises that there ere umpaid balaness of 24,900.00 on propsrties
under purchase option agreements, of which ¢23,900.00 is paysbls in 1940,

In March, 1939, the Idaho Maryland Mines Corporation purchnsed a $61,569.62
judgment of Pmpire Star iinss Company, Ltd., egeinst Grass Valley BEullion Iiimes.
Payments of $28,000.00 were received during the year from Grass Valley Bulliom Hiames,
leaving a balanee of $33,569.82 due on the judgment at Dsesmdor 31, 1939.

The ultimete realizetion on the notes and intsrest is not deotorminable, pending
furthor desvelopmant of the propsrties.

HOTE 2:

Hining clainms, developrsnt costs, plents and eguipment of $2,414,356.18 ropre-
ssnt operating properties at Grass Valley snd arc stated at ampunts (represcnting a
portion of tho aggrssate costs) agreed to by the Treasury Department for dopletion
and deprecistion purposses at Decermber 31, 1931, with subsequont additions and ae-
quisitions stated at cont, less depletion and deprociation on a wnit of production
basis.

The mining elaims of 563,386.22 are carried at cost and consist of Forbestowm
and other properties vwhich are inoporstive 8t present.

tnior ¥ill mining propertiees and plant at Crass Vellcy are stated at the par
value of ecapitel stoek isuued thsrefor with subssquont additions at cost. The
proportiecs are inoperative and no provision has been imade for deplestion and deprs-
eiation.

Ajrport and airplane and ranch properties,buildings and eQuipment are stated
at coct, less depraciation.
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IDAHO EARVLAND XIME3 CORPORATICH

Hevads Gorporation

Statemnsnt of Incoms end Profit amd Loss,

Year Ended Degsmber 31, 1939

OPERATIRG RLVENUES:

wim“lesamtwaoooooocoo.o
Custonm ors snd concentrates purchased--less
$rogtment CHErEEE o o o o ¢ ¢ ¢ 0 ¢ o ¢ » o o

Tomommtmgmmms e ¢ ¢ & s 0 o & o o

OPERATING EXFENSES:

‘Hining, holsting and preliminery crushing

Hming m& om mamt [ ] L [ ] * L ] * L J o [ ] * »
Shipping exponso o bullion o ¢« ¢ ¢ 0o o 0 0 o o
Taxse, insurance and royalties « ¢« ¢ o o o ¢ o o
Adminigtrative apd goneral 6XPSREEE o o e ¢ ¢ o

Totol oporating CGEPRNE28 o o » « 0 ¢ ¢ 0 o o

Net incomo from opsrations--before dopletion
ana &memtiﬂn L ] * [ ] [ ] L ] * (] (-] [ ] * ® L 2 L

omg m% %T ® e » L] *® L ] s o L] o @<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>