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To Our Shareholders: 
In 1970 the country experienced a 

general economic downturn and continued 
inflation which had an adverse effect on all 
phases of our business. The Company 
however, is deeply involved in those sectors 
of the economy which will benefit from 
a reversal of the 1970 trend . 

Prices of metals includ ing zinc, 
lead and silver were down in 1970 and the 
construction market declined as a result in 
part of the increases in labor costs. 
The extreme shortage of funds during 
the year forced interest rates to record 
hig h levels, curtailing capital expenditures 
and construction of all kinds. The Com­
pany's copper fabricating subsidiary, 
Mueller Brass Company, experienced a 
squeeze on its profit margins in 1970 when 
there was a severe narrowing in the spread 
between the cost of copper and the selling 
price of copper fabricated products. 

In 1970 the Company included in earnings 
its proportionate share of the profits of 
Federal Pacific Electric, an affiliated 
Company. This is the first period in which 
the Company has taken up its share of 
Federal Pacific's earnings and 1969 
has been restated to give effect to this 
change. 

For 1970, the Company recorded net 
income before extraordinary item of 
$7,036,106 equivalent to $2.58 per share of 
common stock after preferred dividend 
requirements. The extraordinary item in 
1970 in the amount of $1 ,219,000, after tax 
benefit , represented a provision for 
estimated cost and expense related to 
the discontinuance of a subsidiary, whereas 
t·he extraordinary credit item in 1969 totaled 
$10,167,628. The net income after 
extraordinary item for 1970 amounted to 
$5,817,106 or $2.06 per share . 

Net income for the Company in 1970 
before extraordinary item and before 
discontinued operations amounted to 
$7,758,598 or $2.89 per share as compared 
to $11 ,935,452 or $4 .55 per share in 1969. 

We have accepted the hard facts of the 
economy in 1970 and discontinued certain 
loss operations and unprofitable invest­
ments. Since all major operations are 
oriented to three basic areas of industrial 
activity: Natural Resources, Housing and 
Construction and Electrical Energy, the 
Company is in a unique position to benefit 
from a general economic upturn. 

The Annual Meeting 
of Stockholders will 
be held at 1 Chase 
Manhattan Plaza, 
New York, N.Y. 
Auditorium "A" on 
Wednesday, May 19, 
1971 at 2:00 PM 
Eastern Daylight 
Savings Time 
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The Company is engaged in the mining 
of copper, zin c, lead, coal, si lver and 
gold in th e Un ited States and Alaska. It has 
a signifi cant exploration program seeking 
new ore bodies, and the oi l and gas 
produci ng properti es in the United States 
and Canada. 

Your management is convinced that the 
time is not too far ahead when our national 
interests will have been sufficiently 
redefined to place greater value on those 
companies with investments in domestic 
natural resources. The fountainhead of an 
industrial ized society has always been and 
continues to revolve around availability of 
these resources . The traditional value 
placed on natural resource companies has 
evolve~ from a concept of limitless supply. 
We believe that time and events are in the 
process of changing this concept. As the 
instability of investments in the natural 
resources of foreign countries continues 
to become more evident and foreign 
governments continue to move toward 
more ownersh ip of their mineral wealth, the 
value of natural resources within the United 
States is apt to become correspondingly 
greater. 

Mueller Brass and Federal Pacific 
Electric have annual sales aggregating 
approxi mately $268,000,000, a substantial 
portion of which are directly or ind irectly 
related to the housing and construction 
industry. 

A comprehensive description of the 
products and operations of Mueller Brass 
and Federal Pacific Electric is given 
elsewhere in this report . 

As the country ach ieves its announced 
goals, one objective that all economists 
and political leaders of whatever persuasion 
uniformly agree upon is that there must 
be an upsurge in housing construction . 
The Federal Government has recognized 
the critical condition of housing and the 
crises in the cities which must be met with 
positive programs for urban renewal and 
development. Steps have been taken by 
the Department of Housing and Urban 
Development, to encourage the design and 
construction of innovative housing 
prototypes. The National Housing Act of 
1968 set the national housi ng need at an 
annual average of 2.6 million units in the 
1970's. Approximately 1.5 million dwelling 
units were completed in the year 1970. 
The availability of money for construction 
has been enhanced by the decrease in 
interest rates and early reports indicate a 
significant increase in housing starts 
during the year 1971. One cannot predict 
at. what point in 1971 or 1972 this program 
Wil l fully materialize. However, the 
ultimate direction is not debatable. As the 
predicted increase in construction 

materializes and the spread between 
domestic producer's price for refined 
copper and the selling price of fabricated 
copper and brass widens, the Company's 
earnings will reflect a significant 
improvement. 

The Company's investment in Federal 
Pacific Electric Company represents a 
major commitment and alliance with a 
company that is directly involved in the 
manufacture of electrical equipment and 
the distribution and use of electrical energy. 

There is no construction program 
whether it be industrial or residential wh ich 
does not use the type of products 
manufactured by Federal Pacific . Among 
the crises in the year 1970 experienced in 
many industrial centers of the country was 
the growing shortage of required electrical 
power. The unprecedented demand for 
additional electrical power has outpaced 
existing facilities and has required the 
updating and acceleration of programs 
for additional capacity. Federal Pacific 
Electric will participate in the expansion 
program of the utility companies to meet 
this demand. 

It appears from all forecasts that we are 
returning to an improved economic cl imate 
in 1971 . It may come later than 
the initial projection . In any event, we 
anticipate a corresponding improvement 
in the Company's earnings. We have built 
a base for more integrated operations -
one which is inherently related to the 
national interests and to those areas of our 
economy which must participate in the 
growth forecast for the Seventies. The 
Company is confident that this growth 
should be on a profitable basis for our 
shareholders, our employees and society 
as a whole. 

Chairman of the Board President 

March 22 , 1971 
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NOTES TO FINANCIAL STATEMENTS 

9 The $5.50 Cumulative Preferred Stock is redeemab le, at th e 
option of the Company, at $102 per share to October 31, 1972 
and at decreasing amounts thereafter, but at not less than $100 
per share. 

o In March , 1970, the Company declared a 3% stock dividend 
pursuant to which 69,707 shares of Common Stock were issued 
on April 22, 1970. In 1970, the Company purchased 94,300 
shares of its Common Stock for $2,193,336 and delivered 
32,500 of such shares (cost, $755,625) for acquisition of 
fixed assets. 

11 Under the Company's qualified stock option plan 167,092 
shares of Common Stock of the Company are reserved for 
issuance to key employees at amounts not less than the market 
price at the date of grant. Options for 109,124 shares are 
outstanding at December 31, 1970 at prices rang ing from 
$24.25 to $62.44 per share. Options are granted for five -year 
periods and are exercisable when granted, except for options 
outstanding for 19,109 shares which are exercisable only to 
the extent that previous options for the same number of shares 
are not exercised. No options have been exercised under the 
plan and 77,077 shares are available for future options. 

The following table summarizes the changes in the number 
of shares under option during 1970: 

Outstanding, January 1, 1970 ................... " 87,947 

Granted . .... . .. . ....... .. ..... ... . ... .. ... . .. . 88,332 

Exp ired or cancelled . ...................... . ... . (67,155) 
---

Outstanding, December 31,1970 ......... . ........ 109,124 

In January, 1969, the Company declared a distribution to 
common stockholders of one ten-year warrant to purchase a 
share of Common Stock at $66.00 per share for every two 
shares of Common Stock held. A total of 1,178,029 warrants was 
issued on February 4, 1969 and a similar number of shares of 
Common Stock has been reserved for issue upon exercise 
of the warrants. 

Transactions in additional paid-in capital were as follows : 

1970 1969 

Balance at beginning of year ...... $68,530,844 $50,855,469 
Fair market value of warrants 

issued to common stockho lders . . 17,670,435 

Excess of $100 liquidating value 
per share over $5 par value 
per share of $5.50 Cumulative 
Preferred Stock issued, (52 
shares.) 4,940 

Excess of market value over cost 
of 32 ,500 shares of common 
treasury stock issued in connec­
tion with the acquisition of fixed 
assets .. . . . . . . . . . 24,375 

Excess of market value over par value 
of 69,707 shares of Common 
Stock issued as a stock dividend.. 2,400,708 

Balance at end of year ... .. . .... . $70,955,927 $68,530,844 

1 ~ The Company and its subsidiaries have several penSion 
plans, principally noncontributory, cover ing substantially all of 
their employees . Aggregate pension expense for both the years 
1970 and 1969 amounted to approximately $1,340,000 which 
included amortization of prior service costs over thirty to forty 
years periods. 

The actuarially computed value of vested benefits for certain of 
the plans as of the date of the latest actuarial valuation exceeded 
the total of the pension funds by approximately $9,500,000 

15 Fully diluted earnings per share were computed on the 
assumption that the Company's 5% % convertible debentures, 
stock options and warrants were converted or exercised at 
the beginning of the year or at the time of their issuance and that 
average outstanding Common Stock was adjusted accordingly. 
It was assumed that the proceeds from the exercise of stock 
options and warrants were used to repurchase up to 20% of 
the Company's outstanding Common Stock. Any remaining 
proceeds were assumed to have been used first to retire 
outstanding debt and then to invest in commercial paper. 

Natural 
Resources 

NatL..re prov des the source of energy which 
rran developes and distributes to build and 
imp'ove society. 

The country's rate of economic develop­
ment is influenced by the needs of an 
expanding population and our continuous 
efforts to improve the quality of living 
conditions. The fulfillment of these objec­
tives is dependent on natural resources 
which must be discovered, preserved and 
used effectively. 

The Company participates in this effort 
through its production of - copper and 
copper products for residential and 
industrial construction - oil and gas for 
power and heating and - electrical equip­
ment, manufactured by our affiliated 
Company, Federal Pacific Electric 
for the distribution and control of 
electric energy. 

An aggressive exploration program is 
being pursued to increase our capability 

Continental Mine and Mill , Fierro, New MeXICO. 

to develop existing properties as well 
as to find new mineralized areas. 

Through an acquisition and construction 
program the Company significantly 
expanded its capacity to process copper 
ore in Bayard, New Mexico. 
In late 1967 the new Continental Mill was 
completed with a capacity to process 
approximately 3,000 tons of copper are 
per day from underground and open pit 
operations. In August 1970 the Company 
purchased the mill facilities, the mining 
properties and claims of New Jersey Zinc 
contiguous to our copper properties in 
Bayard. By the end of 1970 the construction 
of a second mill at an estimated cost of 
approximately $12,000,000 which is 
designed to more than double our capacity 
to process copper ores, was proceeding on 
schedule. The completion of this mill in 
early 1972 will be a major step towards 
developing the potential of our copper ore 
body and integrating the mining and 
fabricating facilities. A large stockpile of 
low yield are extracted from the open pit 
will be available for treatment at the new 
mill. The higher yield are is produced 
from the underground mine and will 
continue to be processed at the existing 
Continental Mill. 

3 
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Natural 
Resources 

In 1970 approximately 1,020,000 tons of 
copper ore were milled, and 587,000 tons of 
lower grade material were stockpiled for 
future processing. The expanded Bayard 
facilities will greatly increase our capacity 
to produce copper for our copper 
fabricating subsidiary, Mueller Brass 
Company. 

The ore from the Company's Lead-Zinc 
operations at the U. S. and Lark mine in 
Lark, Utah is processed at our flotation mill 
in Midvale, Utah, which produces a con­
centrate that is then treated under a toll 
arrangement with other companies. Lead 
bullion is returned for refining at our wholly­
owned subsidiary, U. S. S. Lead Refinery, 
Inc. at East Chicago, Indiana and refined 
zinc is returned to the Company. Corroding 
lead, antimonial lead and various grades 
of refined zinc, together with bismuth , 
cadmium, tellurium, gold and silver are 
produced and sold by the Company. 
Prices of almost all metals were down in 
1970. An upturn in the demand is likely to 
have a corresponding effect on prices of 
prime metals and the resu lts of operations. 
The Company maintains an active explora­
tion program for the discovery of minerals in 
the United States, Canada and Alaska. Alone 
and in conjunction with other major com­
panies, the search for copper, zinc, lead, 
silver, gold, tungsten , molybdenum, gypsum 
and uranium ore bodies is being pursued. 
The exploration work includes geologic 
mapping, geochemistry, geophysics, aerial 
photography and drilling. 
The Company is currently engaged in 
exploration projects in Arizona, Nevada, 
Utah, California, Montana and Alaska. 

(b) Each unit consists of two shares of common stock and a 
warrant to purchase one share of common stock for $8.00. 

Th e major c lass ifications of properties. plants and 
equipment at December 31, 1970 were as follows: 

Depreciable properties: 
Mills, refinery buildings and equipment. ....... $ 
Mine buildings and equipment and oil and 

gas equipment .......... . ............. . 
Fabricating plants and equipment . .. . ..• . ... . 
Other ........... . ...................... . 

Depletable mining properties and oil and 

20.845,446 

34,991.531 
57.367.001 

3.991,731 

117,195,709 

gas interests .... ,....... . ...... . ......... 42,604,623 

Amortizable oil and gas well intangible 
drilling costs ..... , .. , . . . . . . . . . . . . . . • . . . . . 3,096,646 

Other capital assets . . . . • . . . . . • . . . . . . . . . . • . . . 7,127,808 

Less, Accumulated depreciation .. $55,351,102 
Accumulated depletion and 

amortization ......... ,. 23,530,938 
Reserve for losses on capital 

assets ...... , . . . . . . . . . 3,524,820 

170,024,786 

82,406,860 

$87,617,926 

Depreciation is based on the estimated useful lives of the 
respective assets. For the metal-mining and oil properties, 
depreciat ion is computed either on the basis of unit of production 
or a straight-line method. Depletion and amortization of intangible 
drilling costs are based on estimated recoverable units. 

5. The deferred credit resulting from the acquisition of Mueller 
Brass Co., representing the excess of net assets acquired over 
the Company's investment, is being amortized over a seven-year 
period ending in 1972. 

Long-term debt at December 31. 1970 comprises: 
5% and 5% % notes payable, due 1971-1976 ... $ 4,900,000 

5% % subordinated debentures, due 
1995, less $3,280,000 in treasury . . . . . . . . . . . . 17,439,900 

5% % convertible subordinated debentures, 
due 1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 60,000,000 

Long-term lease relating to Industrial 
Revenue Bonds, 5.3%-6% %, payable 
1973-1993 ............................... 35,000,000 

Other ...... , ... , ... , ...................... 74,032 

Less portion included in current liabilities 
117,413,932 

700,000 

$116,713,932 

Repayments on the 5% and 5V2 % notes aggregate $700,000 
annually in 1971 through 1974 and $1,050,000 annually in 
1975 and 1976. 

The 5%% debentures provide for annual payments to a purchase 
fund, in cash or debentures, of the lesser of $500,000 or 10% 
of consolidated net income through 1975, and, thereafter, for 
an annual sinking fund of 5% of debentures outstanding in 1976. 

The 5% % convertible debentures issued in February, 1968, are 
convertible into Common Stock at $67.33 per share and 
accordingly 891,134 shares of Common Stock are reserved for 
such conversion. Commencmg in 1976, the Company will be 
required to make annual sinking fund payments of $3,333,000 
in cash or debentures. 

In December 1968, Industrial Development Revenue Bonds 
were issued by the City of Port Huron , Michigan and the County 
of Itawamba, MiSSissippi in the aggregate principal amount of 
$35.000,000 for the purpose of financing plant expansion at 
Mueller Brass Co., a wholly-owned subsidiary. Approximately 
$7.000,000 of the proceeds were paid to Mueller Brass Co. in 
connection with the sale and leaseback of certain eXisting 
properties; the remaining proceeds, which were deposited with 
a trustee, are restricted to the payment of construction costs and 
related financing expenses. Mueller Brass Co. has entered into 
long-term lease obligations with the municipalities, which are 
guaranteed by the Company, and which for accounting purposes 
have been recorded as a purchase. Accordingly, the principal 
amount of the bonds has been reflected as long-term debt 
and the buildings, machinery and equipment to be constructed 
will be recorded as capital assets and depreciated over their 
useful lives. The leases provide for rentals sufficient to service 
bond interest and debt retirement. 

Under the terms of the 5% % convertible subordinated debentures, 
there are certain restrictions as to payment of cash dividends 
and repurchase of stock. At December 31,1970 the Company's 
retained earnings unappropriated is free of such restrictions. 

Provisions for federal income taxes reflect benefits from 
investment credit of $1,165,000 in 1970 and, in both years, 
the benefits resulting from the deduction for tax purposes 
of (a) additional depletion, (b) intangible oil and gas drilling 
costs, capitalized on books, and (c) expired or abandoned 
mineral lease costs charged to reserve for depletion on books. 

The extraordinary items comprise: 

Provision for loss on investment and 
estimated expenses relating to the 
discontinuance of a subsidiary's 
operations, less related tax benefit 

1970 1969 

of $1,181,000 . . ... ... . .. . ..... ($1 ,219,000) 

Gain from sale of investment in 
Clevite Corporation, 
less related tax of $4,645,592 ... . 

Settlement of civil antitrust actions, 
less related tax benefit of 

$10,863,852 

$4,545,592 ................... (696,224) 

($1,219,000) $10,167,628 

21 
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NOTES TO FINANCIAL STATEMENTS 

) Inventories comprise: 
1970 1969 

Ores, metals in process and 
on hand ... .... .... . . . ....... $21 ,665,915 $17,088,526 

Fabricated finished products, in 
process and raw materials, at 
lower of cost (principally last-i n, 
first-out method) or market. . . . . . 24,343,007 21,667,805 

Supplies, at cost. . . . . . . . . . . . . . .. -U48,205 4,320,687 

$50,757,127 $43,077,018 

Company mined ores , metals in process and on hand, principally 
from production at the U. S. and Lark Mine, are carried at the 
average market prices of the respective metals at the time of 
production at the mine or at market price at the end of the period, 
whichever is lower, less the estimated cost of further reduction 
processes. From this segment of the operations, the gross value 
of production rather than gross sa les has been used in the 
determination of income. Under this method of valuation, 
such metal inventories include an indeterminable amount of 
unrealized profit. Gains or losses resulting from the sale of such 
metals at prices different from the average price of the respective 
metals in inventory, including losses arising from any reduction 
to market at the end of the period, are shown separately in the 
consolidated statements of income. An amount equivalent to 
accumulated .net gains from metal price fluctuations has been 
appropriated from retained earnings as a reserve against 
possible future declines in metal prices, 

Ores and concentrates from the Continental Mine and Mill at 
Fierro, New Mexico, and purchased ores are stated at the 
lower of cost or market. 

Other investments at December 31 , 1970 comprise: 
Per-

centage 
of 

Shares, Out-
Warrants stand- Market 
or Units ing Cost Value (a) 

Cyclops 
Corporation, 
Common . ... 38,400 1.9 $1,669,598 $ 926,400 

Cudahy Co., 
Common .. . . 280,980 11.5 2,877,804 5,163,000 

Cudahy Co., 
Preferred ... . 1,200 .3 28,819 25,200 

Phoenix Steel 
Corporation, 
Units (b) .... 300,000 14.7 3,065,000 1,800,000 

Gould, Inc. , 
Warrants . ... 98,702 1,974,040 629,225 

Total investments ..... $9,615,261 $8,543,825 

(a) Determined on the basis of prices at December 31, 1970 as 
quoted on the major stock exchanges or over-the-counter. Such 
market value does not purport to represent amounts realizable 
from sales of such large blocks of stock, warrants or units. 

Oil & Gas 

The Company has under lease in the 
United States and Canada approximately 
742,350 undeveloped acres. It is on 
undeveloped acreage that the Company 
pursues a drilling program, a major part of 
the funds for which are obtained from 
outside sources. Most of the undeveloped 
acreage under lease is located in many 
diverse areas. However, in late 1969 and in 
1970 the Company acquired interests in two 
large tracts of land on which drilling 
programs are in progress. 

One area in Richland County, Montana, 
consists of more than 18,000 acres 
(approximately 28 square miles) in which 
the Company owns approximately a 50% 
working interest. Since starting this venture 
in late 1969 the Company participated in 
drilling three wells, two were producers 
and one was dry. Development in 
this area has been relatively slow because 
of the depth of the wells and difficulties 
encountered by the previous operator. 
The Company has recently taken over as 
the operator of this joint venture. Work 
is underway to evaluate and confirm 
additional drilling locations. 

The second area is in Martin County, 
Texas and consists of approximately 21 ,000 
acres of oil and gas leases (approximately 
33 square miles) in which the Company 
has about a 37.5% working interest. 
Three wells have been completed in this 
area, although not conclusive the 
results are encouraging and the Company 
has a continuous drilling program 
underway to fully evaluate the area. 

At the year-end the Company owns 
varying percentages of working interests in 
152 producing oil and gas wells, which is 
an increase of 39 wells or 34.5% over 
December, 1969. The Company also has 
royalty or mineral interests in 1,371 oil and 
gas wells, which is 32 wells more than 
those held at the end of 1969. The total 
production of oil and gas equivalent 
attributable to the Company in 1970 
amounted to approximately 1,169,000 
barrels as compared to 1969 production 
of approximately 1,081 ,000 equivalent 
barrels. 
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Th e consolidated financial statements include the accounts 
of the Company and its majority-owned subsidiaries except as 
hereinafter stated. 

Effective December 31, 1970 the Company decided to discontinue 
the operations of Stereodyne, Inc., a majority-owned subsidiary 
purchased in March. 1969. The result of such subsidiary's oper­
ations for the year ended December 31, 1970, net of a related 
tax benefit, are shown as a separate item in determining the 
consolidated income before extraordinary items. The write off of 
the remaining investment and advances to this subsidiary and 
the provision for additional estimated costs and expenses to be 
incurred in phasing out such operations, net of related tax 
benefit, has been charged to 1970 income as an extraordinary 
item. (See Note 8). The consolidated financial statements at 
December 31, 1969 have been restated to ref lect the accounts 
of such subsidiary on the equity method, and its net loss has 
been set forth separately. Net sales of discontinued operations 
were $2,745,000 in 1970 and $3,095,000 in 1969. 

On April 23, 1969, the Company acquired approximately 22% 
of the voting stock of Federal Pacific Electric Company (FPE) 
and as of October 15, 1969 had increased such ownership to 
approximately 40%, gaining effective control through a majority 
representation on the Board of Directors of FPE. At December 
31, 1970 the Company owned 1,385,994 common shares 
representing 50.2% of the outstanding common stock of FPE, 
and 42.8% of the outstanding voting stock. 

An evaluation of the assets of Federal Pacific Electric Company 
and subsidiaries was made as of the date of effective control for 
purposes of determining the Company's underlying equity in the 
net assets of FPE at such date. Accordingly, FPE's net assets 
were reduced by $6.023,000, representing losses incurred by 
FPE In its fiscal yea r ended June 30, 1970, as follows: (1) write 
ofts of obsolete inventory and accounts receivable ($3 ,018,000, 
net of tax benefit). (2) losses on discontinued operations 
($742,000, net of tax benefit), (3) losses on abandonment of a 
product line and liquidation or sale of subsid iaries related to 
discontinued operations ($1.899,000, net of tax benefit) and (4) 
other write offs and provisions accruable as of October 1969 
($364,000, net of tax benefit). The consolidated income 
statements reflect the Company's equity in the net income of 
FPE (adjusted for such losses) since October, 1969. The 
consolidated financial statements at December 31. 1969 have 
been restated to reflect such equity in net income from the date 
of control (October, 1969) to December 31, 1969. 

The carrying value of the Company's investment in FPE is in 
excess of the Company's share of the underlying equity. Such 
excess amounted to approximately $18,200,000 at December 
31, 1970, and is not being amortized because this represents 
intangible assets which are considered to have continuing value 
over an indefinite period . 

Summary consolidated financial information related to FPE and 
its subsidiaries as of their fiscal year end June 30, 1970 and 
for the 6 months ended December 31 , 1970 and 1969 follows: 

As of June 30, 1970 

(In Thousands) 

Current assets . . ...... . . . . .. . . . ... . ... .. . . . $1 05,221 
Property plant and equipment, net . . . . . . . . . . . . . 31,114 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 10,417 

$146,752 

Current liabilities . . . . ... .. ... . ...... . . . .... . 51 ,364 
32,635 
10,833 

94,832 

Long term debt .. ... ... . . .. ..... . . ...•..... . 
Other liabi lities,minority interest, etc ..... . ..... . 

$ 
Net assets ........ .• .. . .. . ........ . ........ $ 51,920 

Revenues ......... . ... . 

Income (loss) from 
continuing operations . . 

Loss from discontinued 
operations . ...... . .. . 

Income (loss) before 
extraordinary loss ..... . 

Extraordinary loss .. . ... . 

Net income (loss) ... . . . 
Preferred stock dividends .. 
Net income (loss) applic­

able to common stock .. 

Six Months Ended 
December 31, 

Year Ended 1970 1969 
June 30,1970 (Unaudited) (Unaudited) 

$160,833 

$ (306) 

(742) 

(1,048) 
(1,899) 

(2,947) 
641 

$ (3,588) 

(In Thousands) 

$82,060 

$ 2,526 

2,526 

2,526 
317 

$ 2,209 

$78,047 

$ 1,810 

(235) 

1,575 

1,575 
324 

$ 1,251 
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1970 

Net income .................................................... . $ 5,817,106 

Equity in earnings of Federal Pacific Electric Company ............... . (1,539,788) 

Losses of and write-off of investment in discontinued subsidiary .. ...... . 2,583, 173 

Depreciation, depletion and amortization ..... ...... ... . ... . ........ . 3,986,387 

Amortization of mine development costs ....... . ... .. ............... . 995,649 

Amortization of deferred credit .......... . ...... ..... . ............. . (670,016) 

Provision for deferred federal income taxes ......................... . 4,000 

Disposal of capital assets .. .. ......... .. . ... •................ . .... 440,970 

Disposal of investments .......... ... .......................... . .. . 4,400,000 

Issuance of treasury stock for fixed assets ....................... . . 780,000 

16,797,481 

Additions to properties, plants and equipment, net of transfers 
from construction fund deposits .... .... ....... .. ......... ...... . 6,341,458 

Expenditures for mine development . ............ . ................. . 1,589,056 

Additions to investments ......... . ................. . . . .......... . 4,014,350 

Decrease in non-current portion of long-term debt, exclusive 
of additional debt issued ................................. .. .. .. . 3,203,968 

Purchase of treasury stock .................................. .. ... . 2,193,336 

Cash dividends ....... . .............. . ......................... . 3,297,938 
Other, net ............... . ..................................... . 1,719,640 

22,359,746 

Increase (Decrease) in working capital comprising: 

Increase (Decrease) in marketable securities, time deposits and 
certificates of deposit .. .. ......... ... ......................... . (17,086,252) 

Increase in inventories .............. . ... .. .................. .... . 7,680,109 

Decrease in receivables ............. . ...... .. . .................. . (1,190,276) 

Decrease (Increase) in federal income and other taxes . .............. . 6,596,275 

Other ...................................... . ......... ...... ... . (1 ,562,121 ) 

($ 5,562,265) 

See notes to financial statements. 
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1969 
(Restated Note 1) 

$22,097,351 

(391,644) 

3,815,172 

1,469,512 

(670,016) 

1,873,000 

521,964 

30,354,580 

59,069,919 

5,293,844 

3,586,610 

48,095,721 

1,948,500 

1,529,489 

3,314,804 
1,223,863 

64,992,831 

11,311,923 

1,172,370 

(16,627,409) 

(3,359,674) 

1,579,878 

($ 5,922,912) 

Housing&. 
Construction 

The Mueller Brass Co., a wholly-owned 
subsidiary, is one of the leading and most 
diversified fabricators of brass, copper and 
aluminum products. Originator and major 
manufacturer of copper solder type fittings, 
it is a principal producer of copper 
tubing, valves and related products 
which are widely used in plumbing, heating, 
refrigeration and air-conditioning for 
residential, industrial and commercial 
construction . Mueller is one of the prime 
producers of brass rod, forg ings, screw 
machine products, bronze castings, 
aluminum forgings and impact extru-
sions which are used in a wide range of 
commercial and industrial applications. 

To offset the economic pressures caused 
by a narrowing of the spread between the 
cost of copper and the fabricator's selling 
price, Mueller Brass carried out major 
programs to reduce all types of operating 
expenditures and intensified its efforts 
to improve operating efficiency and 
productivity. 

Hot Billet Being Placed in Position for Extrusion. 
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Housing&. 
Construction 

Fulton , MIssIssippi Tube Mill 

8 

Significant operating improvement will 
be realized in 1971 with the completion of 
the brass rod mill expansion program in 
Port Huron, Michigan late in 1970 and the 
start of production at the Company's new 
copper tube mill in Fulton, Mississippi . This 
new tube mill is one of the largest and 
most efficient of its kind in the world 
and will make it possible for the Mueller 
Brass Co. to significantly increase its tube 
production while making substantial 
reductions in manufacturing costs. This 
program will enable the production of a 
more comprehensive range of tubular 
products and permit the entry into markets 
whi ch are expected to expand substantially 
as the pent-up demand for housing and 
re lated construction materializes. 

In Port Huron the brass extrusion billet­
melting and casting system, one of the 
largest in the world was put into operation 
late in 1970. This installation is five times 
the size of any of Mueller's existing units 
and is capable of melting 60,000 pounds 
of brass chips an hour, and casting, at one 
time, five 12 inch diameter, 35 foot long 
logs. Bil lets from these logs are processed 
through automatic gas-fired billet heaters 
to a 6300 ton extrusion press which by 
mid-1971 will be producing up to one 
ton of brass rod per minute. Additional 
fin ishing equipment has been installed 
which operates at speeds up to 240 feet 
per minute, automatically straightening, 
po lishing, cutting and chamfering rod 
up to 1112 inch in diameter. 

Current Liabilities: 

Accounts payable ..... ... . .... ................ ... . . . ............ . 

Accrued salaries and wages .... ... . ........ . ..... . .. . ............ . 

Federal income and other taxes .. . . . .......... . .......... . ........ . 

Current portion of long-term debt (Note 6) ........................... . 

Other current liabilities ... . . ..................................... . 

Total current liabilities ....... . ............... . ............. . 

Deferred credit resulting from acquisition of Mueller Brass Co. (Note 5) ..... . 

LOlly -term debt (Note 6) .. . ........................ . ............... . 

i.Jeferre<i federal income taxes (Note 7) ..... .... . .. ........ ........ . .. . 

Preferred Stock, par value $5 per share, 500,000 shares authorized, issuable 
in series: $5.50 Cumu lative Preferred Stock, $17,875,900 liquidating va lue 
($100 per share), 178,759 shares issued (Note 9) ....... . ............ . 

Common Stock, par value $1 per share, 10,000,000 shares authorized; 
2,425,765 shares issued (Notes 6, 10, 11 and 12) ..... . ......... . .. . .. . 

Add itiona l paid-in cap ital (Note 13) ..... . .............. . ........... . . . 

Retained earnings: 

Appropriated (Note 2) . . . . .. . ......................... . ...... ..... . 

Unappropriated (Note 6) ........ . .. . .............. . .............. . 

Less, Treasury stock, at cost (Common Stock: 1970, 94,300 shares; 1969, 
32,500 shares; Preferred Stock: L200 shares in 1970 and 1969) 
(Note 10) ... . ............... ... . . . . . .... _____ __ . ___ _ . ___ .. _ 

Total stockholders' equity. _ .... _ . . __ ___ . _ . ___ _ ... _ . _ . _ . _ .. _ . 

1970 

$ 7,717,581 

2,765,214 

3,695,704 

700,000 

4,574,703 

19,453,202 

837 ,521 

11 6,713,932 

5,257,933 

893,795 

2,425 ,765 

70,955,927 

2,879,277 

27,759,870 

104,914,634 

2,967,200 

101,947,434 

$244,210 ,022 

1969 
(Restated Note 1) 

$ 8,817,982 

3,052,144 

10,291,979 

700,000 

3,024,254 

25,886,359 

1,507,537 

119,917,900 

5,286,324 

893,795 

2,356,058 

68,530,844 

2,654,714 

27,935,672 

102,371,083 

1,529,489 

100,841,594 

$253,439,714 
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Current Assets: 

Cash ... ........... . . . .. .. ... .. ... . ........... ... .. . ......... . . 

Time deposits and certificates of deposit ....................... . ... . 

Marketable securities, at cost (market value, December 31, 1970, $1 ,814,000) 

Due from construction fund trustee (Note 6) ............. . . .......... . 

Accounts and notes receivable, less allowance for doubtful 
accounts, (1970, $935,366, 1969, $309,397) . . ......... .. . . .. . . .... . 

Inventories (Note 2) . .. .. .......... ..... . ........ .... ........... . . 

Other current assets ........ .... ...... . ..... . .......... . ......... . 

Total current assets ......... .. ............................ . 

Investments: 

Federal Pacific Electric Company (Note 1) .......................... . 

Discontinued subsidiary (Note 1) ...... . ......... . . .. . ...... . .. .. . . . 

Other, at cost (Note 3) .................................... . ...... . 

Properties, plants and equipment, at cost (Note 4) ................. . .... . 
Less, accumulated depreciation , depletion and amortization 

and reserve for losses on capital assets .... . . . . ... .... ... . . . 

Bond and construction fund deposits (Note 6) . .. . ............. ........ . 

Deferred charges and other assets . .. .. . . .. ....... .. . .... . . . .. . ..... . 

See notes to financial statements. 
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$ 

1970 

3,189,423 

6,973 ,762 

2,137,183 

1,306,281 

24 ,936,754 

50,757,1 27 

790,397 

90,090,927 

39,582 ,460 

9,615 ,261 

49,197,721 

170,024,786 

82,406,860 

87,617,926 

1,798,838 

15,504,610 

$244,210,022 

1969 
(Restated Noto 1) 

$ 4,566,823 

2,395,000 

23,802,197 

1,935,189 

25,498,122 

43 ,077,018 

812,000 

102,086,349 

36,848,891 

1,497,203 

12,280,662 

50,626,756 

153,695,734 

79,583,828 

74,111,906 

13,376,999 

13,237,704 

$253,439,714 

The completion of an automatic coil 
handling system by mid-1971 , coupled with 
other techniques in material handling will 
increase capacity and result in an inte­
grated facility that will make it possible 
for the Mueller Brass Co. to substantially 
improve its market position . Final 
completion of this project will also permit 
Mueller to intensify its efforts to 
further penetrate the brass and copper 
alloy tube markets. Market potential, which 
the company could not achieve previously 
because of lack of production capacity, 
exists for all oy tubing used in such diverse 
applications as heat exchangers, plumbing 
goods, condensers in utility power plants 
and shipboard applications, and water 
desalinization plants. 

As demand for Mueller Brass Co. 
fabricated products declined in 1970, 
aggressive marketing programs were 
initiated which resu lted in tooling orders 
for the largest number of new forgings and 
industrial bronze castings in the company's 
history. The increased sales developed by 
this additional tooling as the business 
climate improves in 1971 will further solidify 
Mueller's reputation as a leading producer 
of brass forgings and bronze castings. 

With fifteen warehouses and twenty-six 
sales offices, the Mueller Brass Co. has an 
effective national marketing and distribution 
system. With the addition in 1970 of 
increased production capacity, the 
company will be in an excellent position 
to participate in the business that will 
develop in 1971 from the recovery in 
housing and the upturn in general business 
activity that is anticipated. 
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CONSOLIDATED STATEMENTS OF INCOME AND 
RETAINED EARN INGS UNAPPROPRIATED 

for the years ended December 31, 1970 and 1969 

Sales and va lue of production (Note 2) ..... .... ...... . . . .... . ........ . 
Royalties and other operating income .... . . . . .... .................... . 
Interest and dividends ....... .. .. . ........... . ... . . . .. . ...... . . . . .. . 
Amortization of deferred credil (Note 5) ...... .. .... . ... .............. . . 
Gain on metal price fluctuations (Note 2) ... . ... ... ..... . ............. . 
Equity in earnings of Federal Pacific Electric Company (Note 1) .......... . . 

Cost of sales, production and operating expense ........ . .............. . 
Selling, administration and general .............. . ..... ....... ..... .. . 
Exploration, dry holes and delay rentals ............. . .. . ...... ... .... . 
Interest expense .. ....... . ............ . ........................... . 
DepreCiation, depletion and amortization (Note 4) ..... ... . . .. . . . .. .. . ... . 
Provision for income taxes, includ ing deferred taxes of $1,177,000 in 1970 

and $1,873,000 in 1969 (Note 7) .. ........ ... . . .................. . 

Income from continuing operations ... ....... .. ........ ..... .. . 
Loss from discontinued operations, net of related tax benefit of $450,191 in 1970 

and $5,821 in 1969 (Note 1) ................... . .......... . .. .. . . 

Income before extraordinary items ............. .. .. . . ..... . .. . 
Extraordinary items (Note 8) ..................... . ................... . 

Net income ...................... .. . . .... , ............... . 
Retained earnings unappropriated, beginning of year ........ ..... .. . .... . 

Deduct: 
Cash dividends declared: 

Preferred Stock, $5.50 per share .. ........... . ... . ...... .. .. . 
Common Stock, $1.00 per share ... . .... . ...... ... .. .. . ..... . 

Fair market value of warrants distributed to common 
stockholders (Note 12) ....... . ............................. . 

Market value of Common Stock issued as stock dividend (Note 10) ... . 
Excess of liquidating value over proceeds on Preferred Stock 

issued pursuant to former Mueller Brass Co. option plan ........ . 
Amount appropriated to reserve for metal price fluctuations (Note 2) .. . 

Retained earnings unappropriated, end of year ..... .. .................. . 

Earnings per average outstanding share of Common Stock (adjusted for 3% 
stock dividend in 1970) after preferred dividend requirements: 

Primary: 
Income from continu ing operations .. ... . .. . ... .... . .. ..... .. .. . 
(Loss) from discontinued operat ions ........... . .. . . . .. . .. . .... . 
Income before extraordinary items .. . . .... . ........... . ........ . 
Extraordinary items ................. . ..... . ... .. ... . . ....... . 

Net income ............ . . .. ........ . ........... ... . . ... . 
Fully diluted (Note 15): 

Income from continuing operations .. . .......... .. ............. . 
(Loss) from discontinued operations .................... . . . .... . 
Income before extraordinary items ......... .. ...... .. ..... ... . . . 
Extraordinary items . .. ........... . ......... .. . .... .. .. . .. . .. . 

Net income .... . .... ......... .......... .. ......... . .. .. . 

See notes to financial statements. 

1970 

$152,167,483 
6,504,645 
1,685, 147 

670,016 
224,563 

1,539,788 

162,791,642 

134,746,924 
8,990,525 
1,463,220 
4,769,797 
3,986,387 

1,076,191 

155,033,044 

7,758,598 

722,492 

7,036,106 
(1,219,000) 

5,817,106 
27,935,672 

33,752,778 

976,575 
2,321,363 

----

$ 

3,297,938 

2,470,407 

224,563 

5,992,908 

27,759,870 

$ 2.89 
(.31) 
2.58 
(.52) 

$ 2.06 

$ 2.55 
(.18) 
2.37 
(.30) 

$ 2.07 

1969 
(Restated Note t) 

$166,957,310 
4,837,252 
3,472,642 

670,016 
1,505,511 

391 ,644 

177,834,375 -----
13~ i b87,608 

9,630,405 
1,697,193 
4,940,723 
3,815,172 

8,727,822 

165,898,923 

11,935,452 

5,729 

11 ,929,723 
10,167,628 

22,097,351 
28,331,480 

50,428,831 ------

$ 

981,496 
2,333,308 

3,314,804 

17,670,435 

2,409 
1,505,511 

22,493,159 

27,935,672 

$ 4.55 

4.55 
4.22 

$ 8.77 

$ 3.64 

3.64 
2.55 

$ 6.19 
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Accountants' Report 
To the Stockholders, 

United States Smelting Refining and Mining Company: 
We have examined the consolidated balance sheet of United States Smelting Refining 

and Mining Company and Subsidiaries as of December 31, 1970 and the related consolidated 
statements of income and retained earnings unappropriated and source and app lication of funds 
for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the ci rcumstances . We previous ly 
examined and reported upon the consolidated financial statements of the Company and 
Subsidiaries for the year ended December 31 , 1969, which have been restated as described in 
Note 1 to financial statements. 

In our opinion , the aforementioned financial statements present fairly the consolidated 
financial position of United States Smelting Refining and Mining Company and Subsidiaries 
at December 31, 1970 and 1969 and the consolidated results of their operations and consolidated 
source and application of funds for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

2 Broadway, New York, N.Y. 

March 22 , 1971 
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Electrical 
Power Equipment 

The Company owns approximately 50% 
of the outstanding Common Stock of 
Federal Pacific Electric Company. Federal 
Pacific designs, manufactures and markets 
equipment for the distribution, control and 
utilization of electric power. Its products 
range from circu it breakers to protect the 
electrical circuits in homes to sophisticated 
electrical distribution and control equipment 
in use in some of the world's largest build­
ings. Industrial plants, apartments, hospi­
tals, office buildings-any structure utilizing 
electric power is a potential customer for 
Federal Pacific Electric panel boards, fuses, 
circuit breakers, safety switches, electric 
heating and cooling equipment, switch­
boards, switchgear, motor control centers, 
liquid-filled and dry-type transformers, 
and power capacitors. 

The year 1970 was one in which major 
changes were made in the organization of 
Federal Pacific Electric. In order to provide 
stronger and more effective control of 
operations, five separate divisions were 
established - each a rational business unit 
responsible for marketing, manufacturing, 
and engineering and fully accountable for 
operating profits. 
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Electrical 
Power Equipment 

Reductions in personnel at all levels were 
effected along with the discontinuance of 
the unsatisfactory operations of Federal 
Pacific Electric's wholly-owned subsidiary, 
Machinery Electrification, Inc. The benefits 
of these changes are already evident and 
will continue to be realized in 1971 and 
subsequent years. 

The sale of Federal Pacific Electric's 
interest in its majority-owned Italian sub­
sidiary, SACE, to Brown Boveri Company, 
Ltd ., coupled with a long-term agreement 
between SACE and Federal Pacific Electric 
allows Federal Pacific the benefits of 
ongoing engineering developments and 
the continuance of a reliable source of 
certain parts and sub-assemblies now 
supplied by SACE. 

Cornell-Dubilier Electric Co. is a 99% 
owned subsidiary of Federal Pacific Electric 
which manufactures capacitors, relays 
and other components of the electronics 
industry. In a difficult year for the electronics 
industry in general , Cornell-Dubil ier, 
profiting by the results of expense control 
and profit improvement programs, has 
made a creditable showing compared to 
the industry. Its Taiwan facility is now in 
full production and further expansion is 
planned in the immediate future for this 
operation. 

FPE-Pioneer Electric Ltd. is a Canadian 
Company, approximately 61 .5% owned by 
Federal Pacific Electric. FPE-Pioneer 
together with its 100% owned Canadian 
subsidiaries manufactures substantially the 
same products as Federal Pacific in six 
provinces of Canada, and it also has a 
100% interest in an Australian subsidiary, 
FPE-Australia, Pty. Ltd., and in Federal 
Pacific Electric Caribbean Limited . FPE­
Pioneer Electric Ltd. continues to gain 
stature in a very vigorous electric utility 
market of Canada and is increasing its 
ability to respond to the commercial, 
residential and industrial construction 
markets of Canada. 

It is expected that the demand for Federal 
Pacific Electric 's products will increase 
substantially as a result of economic 
factors including, a pent-up demand for 
new housing which could put the rate 
for residential construction near 2 million 
units per year. The impetus for projected 
growth is being assisted by the efforts of 
Federal, State, and Local Governments 
to clean up the blighted areas of our cities 
and provide adequate, low-cost housing, 
both of conventionally built houses and 
also of rapidly growing factory-built 
houses. Another factor is the increase in 
preference for electric heating for homes 
and industrial buildings. An electrically 
heated home uses about ten times the 
dollar value of FPE products as does a 
house heated by other fuel. Finally, we 
anticipate substantial increased business 
as a result of capital expenditures that the 
electric utilities must make in the coming 
years. It has been reported that the 
electrical energy requirements of this 
country for the next ten years will equal 
the total consumption in the nation since 
the invention of the electric light bulb. 
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