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AMF:RICAN SMF:LTINO AND REFIN/ I~O COMPANY 

SOUTHWESTERN EXPLORATION DEPARTMENT 

P.O. BOX 5795, TUCSON~. ARIZONA 85703 

March 24, 1969 
1150 N O R T H  7 T H  A V E N U E  

TELEPHONE 6 0 2 - 7 9 2 - 3 0 1 0  

Mr. W.T. HolIis, 
~anager Mining D~vision 
El Paso Natural Gas Company 
El Paso, Texas 79999 

Dear Mr. Hollis: 

We find that ,the map showing gravity contours of Lakeshore was 

by mistake not included with my letter of March 12. Accordingly, 

please find such ~ map enclosed herewith. 

Yours very truly, 

,JHC:Izb 
Encl. 

J.H. Courtright 

~.kk" 
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March 3, 1969 

~ornlban~¢ 
J. H. C. 

MAR 6 1969 

Mr. J. H. Courtright 
Chief Geologist 
Southwe stern Exploration Dept. 
American Smelting & Refining Co. 
1150 North 7th Avenue 
Tucson, Arizona 

Dear Mr. Courtright: 

When the Lakeshore property was submitted to your 
Company, El Paso Natural personnel requested a copy of your 
geological, geophysical, and metallurgical data that might be 
obtained during the evaluation of this property. If you have any 
such data, we again respectfully request a copy of it. We are 
particularly interested in induced polarization and any other geo- 
physical resuIts and metallurgical data from the copper oxide ore. 

We appreciate any consideration and time you give 
concerning this request. 

Yours truly, 

Manager 

Mining Division 

WTH:dg 
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COMPUTECH RESEARCH, 

• 

LIMITED j" H. c, 
t@~.R 4 'L969 

Subsidiary of GFI Co~nputsr Industries 

RICHARD F. HEWLETT CORPORATE OFFICE 
Chair~nan of the Board 7107 NORTH OI~CL:8 

TucsoN, A~azo~A 85704 
602 / 297-1141 February 29, 1969 

Mr. Harold Courtwright 
ASARCO 
1150 North 7th Avenue 
Tucson', Ari zona 

Dear Harold: 

I am writing in regards to the leaching results that 

ASARCO obtained from samples taken from the Lakeshore 

Property. 

We would l ike to have your permission to release 

these leaching results to Hecla Mining Company. 

11 

RFH:jg 

Sincerely, 

Richard F. H~wlett 
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 ;ii  lHeeia to Develop 
!Copper Discovery 1 
I 

Large Ore Body Is on Arizona 
Acreage Owned by E1 Paso; 

3, Hecla to Operate Mines. 

! ii!)i 
-.- ~ . B y  g WALL STREET JOURNAL ~2) ' f  R e p o r ~ e r  

H O U S T O N - - E 1  P a s o  N a t u r a l  G a s  Co. and 
I-Ieela i ~ i n i n g  Co., Wa l l ace ,  I d a h o ,  a n n o u n c e d  
the  s i g n i n g  of a g r e e m e n t s  to deve lop  a " m a j o r  - 
n e w  c o p p e r  d i s c o v e r y "  m a d e  b y  E1 P a s o  on  its : 
l a k e s h o r e  p r o p e r t i e s  n e a r  O ~ s a  G r a n d e ,  Ariz.  

T h e  d i s c o v e r y ,  a n n o u n c e d  l a s t  S e p t e m b e r ,  
h a s  b e e n  d e s c r i b e d  a s  one  of the  l a r g e s t  ore ' 
bod ies  d i s c o v e r e d  in  t he  U.S .  in  r e c e n t  y e a r s ,  

E l  P a s o  N a t u r a l  s a i d  a n  i n d e p e n d e n t  m i n i n g  : 
c o n s u l t i n g  c o n c e r n  h a s  c o n f i r m e d  t h a t  addi- 
t i ona l  d r i l l i ng  on  the  p r o p e r t i e s  h a s  r e s u l t e d  ~n : 
" s u b s t a n t i a l l y  i n c r e a s e d  e s t i m a t e d  r e s e r v e s , "  

F o l l o w i n g  t h e  a n n o u n c e m e n t  b y  t h e  two !. 
c o m p a n i e s ,  G o l c o n d a  M i n i n g  Corp . ,  Wal lace ,  - 
I d a h o ,  w h i c h  h o l d s  661,000 s h a r e s  of H e c l a ' s  
4,945,000 s h a r e s  o u t s t a n d i n g  a n d  is i t s  l a r g e s t  . 
s h a r e h o l d e r ,  s a i d  i t  w o u l d  o p p o s e  t h e  t r a n s a c -  
t ion.  
Oppos i t i on  F r o m  H e c l a  H o l d e r  

G o l c o n d a  s a i d  i t s  v i ce  p r e s i d e n t ,  H. F .  lying- = . ' :  :i'=:/~i;. n u s o n ,  w h o  is  a m e m b e r  of t h e  H e c l a  boa rd ,  
: told t h e  H e S l a  d i r e c t o r s  a t  a m e e t i n g  y e s t e r d a y  

_ t h a t  G o l c o n d a  o p p o s e d  t h e  a g r e e m e n t s  b e c a u s e  
" " p r e s e n t  p r o j e c t i o n s  i nd i ca t e  t h a t  t he  p r o p o s e d  

'" :~i] t r a n s a c t i o n  m a y  r e s u l t  i n  d e c r e a s e d  e a r n i n g s  :}i 
~'~ : p e r  s h a r e  fo r  H e c l a  fo r  t h e  n e x t  f ive y e a r s . "  •,'~', 

N£r. lV/agnuson a l so  to ld  t h e  H e c l a  b o a r d  
'i,7~(C' j t h a t  t h e  t r a n s a c t i o n  r e p r e s e n t s  ' %  r a d i c a l  de- : -  .,,'. : 
• t p a r t u r e  f r o m  a l o n g  s t a n d i n g  H e c l a  c o r p o r a t e  . 

il i" .!I l:~l~oYwLrd Boyd ,  c h a i r m a n  of  ElsaidPaSO,the and  L. 
I 5. R a n d a l l ,  c h a i r m a n  of H e c l a ,  ag ree -  

m e n t s p r o v i d e  t h a t  H e c l a  wi l l  o p e r a t e  the  min-  
i ng  p r o p e r t i e s  a n d  wi l l  a d v a n c e  all  f u n d s  nec  . . . .  
e s s a r y  to p u t  t h e m  in to  p r o d u c t i o n .  The  two 
c o m p a n i e s  s a i d  it  is e s t i m a t e d  t h a t  th i s  will  re- 
q u i r e  in i t ia l  e x p e n d i t u r e s  of  a b o u t  $100 mil l ion,  
w h i c h  wi l l  be  r e c o u p e d  b y  H e c l a  o u t  of f u t u r e  
r e v e n u e  f r o m  the  p r o p e r t i e s .  ! 

W i l l i a m  H.  Love ,  p r e s i d e n t  and  g e n e r a I !  
m a n a g e r  of  Hec l a ,  s a id  the  c o m p a n y  w o u l d n ' t  
c o m m e n t  o n  t h e  G o l c o n d a  s t a t e m e n t  b u t  sa id  
t he  c o m p a n y  w o u l d  go a h e a d  w i t h  the  agrce-II  

' m e n t  b e c a u s e ,  " w e  be l i eve  i t ' s  v e r y  i m p o r t a n t  
~. fo r  u s  a s  f a r  a s  t h e  l o n g - t e r m  e a r n i n g s  and  i ~.:,. 

.i:i:.ii!i!.i growth of t h e  c o m p a n y  a r e  c o n c e r n e d . "  1.!~:!!!7 

~/i)~:i!:~ H e  s a i d  G o l c o n d a ' s  o w n e r s h i p  of Heclal(!.% ~ [  

. ~': '{ s t o c k  ts  ' a b o u t  13.5%. t::: 

i{{ ' : : / .  '$-.J:5:;.'{/*~ ' "i i:- ." ' : .  '" : ; ;  :' " . & .  ';~,i .... ; . . . . . .  

? 

• ~ '  :~An 0 p i r d o n  F r o m  E l  P a s o  N a t u r a l  

' . i"" '~:~' ~ r .  B o y d  of E1 P a s o  N a t u r a I  dec l ined  to 
" ' "  " " : : ~ :  ; ~ '  / c o m m e n t  on  G o l c o n d a ' s  oppos i t ion .  H e  sa id l  
:: • .": ..... :.~ . . .  . . . . . . "h°weve r ,  t h a t  ' ~t . . . .  ~s m g m f m a n t  t h a t  t h e  n / a n -  

: '  ....... ~ i : ' : : .  :v,:',:.;t: ':~1 a g e m e n t  a n d  d i r e c t o r s  of  H e c l a  c o n c l u d e d  t h e  
.. ...... ,i:;: - v e n t u r e  is in  t h e  b e s t  i n t e r e s t s  of  t h e  c o m p a n y  

";(:?": ' "7. ":' "; . . . . . . .  .' t a n d  tha t  a c o m p e t i t i v e  m i n i n g  c o m p a n y  t h i n k s  
::'::2= : .  : .  :" : " ~  ' i t  is  n o t  in  H e c l a ' s  i n t e r e s t . "  
' "- / . . . .  " : T h e  l a k e s h o r e  p r o p e r t i e s  a r e  o w n e d  jo in t ly  

! b y  E1 P a s o  N a t u r a l  a n d  T r a n s A r i z o n a  Re-  
" " s o u r c e s  Inc., a s u b s i d i a r y  of N a r r a g a n s e t t  

W i r e  Co. N a r r a g a n s e t t  w a s  a c q u i r e d  b y  E l  
. . . . .  " =~ ..::':i, . .  P a s o  N a t u r a l  in  O c t o b e r  196T. 

A s  p a r t  of the  a g r e e m e n t s ,  the  t w o  c o m p a -  
• - h i e s  s a id  H e c l a  wi l l  a c q u i r e  T r a n s A r i z o n a ' s  

• ' 50% i n t e r e s t  in  t h e  c o p p e r  p r o p e r t i e s  in ex-  
c h a n g e  fo r  one  m i l l i o n  s h a r e s  of H e c l a ' s  c o m -  
m o n  s tock,  s u b j e c t  to a p p r o v a l  b y  s h a r e h o l d e r s  
of bo th  H e c l a  a n d  T r a n s A r i z o n a .  

" " " :: E l  P a s o  N a t u r a l  sa id  t he  r e p o r t  of  the  inde-  
' ~" p e n d e n t  m i n i n g  c o n s u l t i n g  c o m p a n y  c o n f i r m e d  

: t ha t  the  d r i l l ing  o p e r a t i o n s  on  t h e  l a k e s h o r e  
p r o p e r t i e s ,  w h i c h  h a v e  b e e n  c o n t i n u e d  by  El  

• P a s o  o v e r  r e c e n t  m o n t h s ,  h a v e  i n c r e a s e d  the  
e s t i m a t e d  r e s e r v e s  to 472 mi l l ion  tons  cons i s t -  

, i ng  of  24 mi l l ion  tons  of t ac t i t e  su l f ide  ore ,  av -  
u.:.:., e r a g i n g  1.69% c o p p e r ;  241 mi l l i o n  tons  of  p'or- 

.. . . . . . .  pl~yry su l f ide  ore ,  a v e r a g i n g  0.70% c o p p e r ;  a n d  
207 mi l l i on  tons  of  c o p p e r  oxide  ore ,  a v e r a g i n g  

" - .. ,. ~ :.... ~ 0.71% c o p p e r .  

"" " T h e  l i m i t s  of t he  o re  b o d y  h a v e n ' t  y e t  b e e n  
/: .~~ : j : ,  :. ,- ..... a s c e r t a i n e d , "  Mr .  B o y d  sa id ,  
: '~.'::~: .:i" . . . . . . . . . . . .  - M'r. R a n d a l l  s t a t e d  t h a t  t he  t r a n s a c t i o n  wil l  

m a k e  H e c l a  " o n e  of  t h e  c o u n t r y ' s  i m p o r t a n t  
• :~"::?~<~:~' ;:' ~ ': : '  : ' c o p p e r  p r o d u c e r s . "  Hec l a  is  a l a r g e  d o m e s t i c  

' % ' ~  " :  ' : "  " I  s i l v e r  p r o d u c e r  a n d  h a s  i n t e r e s t s  in lead,  z inc  
c o p p e r  p r o p e r t i e s .  

. - E1 P a s o  N a t u r a l  is a d i v e r s i f i e d  n a t u r a l  g a s  
...... /!')'::' : . '  7?? ' i t r a n s m i s s i ° n  c o m p a n y  s e r v i n g  c u s t o m e r s  in 11 
" : "  ~':'{:'~"~:'"~' . . . .  : ' " W e s t e r n  s t a t e s  t h r o u g h  a 21.000-mile p ipe l ine  : .. ~ / ' .  :i. • : .  , - ,  

°~ .d / / . ;  

n e t w o r k .  ] t  a l so  h a s  i n t e r e s t s  in p e t r o c h e m i -  
" : " ca ls ,  p l a s t i c s ,  f i be r s ,  t ex t i l e s ,  a g r i c u l t u r a l  " " 

"~ " ' - : t c h e m i c a l s  ~¢ire f a b r i c a t i o n  oil  a n d  g a s  pro-  :~;~:~:~,~ ' 

~: .. d u c t m n ,  m i n i n g ,  a n d  t h e  u s e  of  n u c l e a r  explo-  . ,--~:c, 
~.,':~:,~z,,I " fo r  industrial" ~ " ~:(~ ' ~  • , " ,  ~ roves  p u r p o s e s .  .. ,.~,, 

?. , 

. . ' , .  
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C~ E. Zelson 

Co P. Pollock 
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/ 

T~ A.> $~dd~n i/ 

F o W o ~._rchib~!d 

~h~shm.~e Jo_.n.= V~cnturs ...... .o,:oI 

For your i~o~s;~-hion I am att~ohlng a c..~y ~ tJze 
Jo-~t V~ntur~ F~opo$~! wc ~mi!o4 to E1 Faso ~i~ttt~A Gm~. C::.~;~;~rO: 

reQort of Jm~m~y l, 1969 ~dth pages 7 t]~ouzh ll dei{{÷~S. 

~uo>,~t~,~ bi~s, E I P~so~s reaction~ ~tc. 

a 

n, .! / / 

At tac?z~nt<-~ 
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A M E R I C A N  S M E L T I N G  A N D  R E P I N I N G  C O M P A N Y  

120 8 R O A  D W A Y  

NI=W Y O R K ,  N . Y .  1 0 0 0 5  

C H A I  It ~II, A N 
J~nua~ 15, 1969 

Er. ~ ' r u s  L. Per1~ns~ Sc~ior Vice Prcsident 
E1 Paso Natural Gas Compc~ny 
P. O. Box ~92 
E1 Pas6, Tex~ 79999 

Dcar P~. Perl~ins : 

Ln accordance ~t. your !~e~ o£ ~.ce~D .... 2~,~ 1968 to ,-"~. J. H. 
Ceurtrizht ~ ~-:e have ex~o~ned the i1~or.nation you have made availab!e to 
us ~und have endeavored to develop the opt~_~ plan for e:cploiting ~ue 
L~:e Shore ore hod~. l"Te have exc_~.~ned the possibility of recovcr~ this 
ore by undergrcu~nd methods ~ud b~ ~ open pit ~ning~ the latter is the ~.ost 
attractive. From the information you have ~ven us~ ~e have estL~.=ted s~n 
ore resettle of 100 ~.cLl!ion tons of e:~de ore assa~h~.g .9 copper a~nd 200 
million tons of sulphide ore &ssa~q~ .~i copper. ~.'.~e estLr~te 2~ yea~s 
for ~.Jine preparation and pl.~nt construction follo~;ed by 12~ years to treat 
the o:dde ore reserve. ~.'fe estL~ate that six yc~rs after the begL~g of 
production~ sulp.~ide ore ~zouid be available ~nd that the rose.co wol~d be 
e::-haustcd Ln n~neteen years. Ve ~ntieipate ~ o=dde ore production of 
22~5'~0 tens per day %;1-zich wou~d produce 4,200 tons per month of refined 
copper. Six ~.~Id one-half years after the begirm~ng of r~u~n~ng~ we ~ntici- 
pate a sulphide ore production of w~'O~ OOO tons per day ~.fnich ~¢ould produce 
approxLnately 6~200 tons of copper per month. Over the life of the ~ne~ 
production would therefore be 4~200 tons per month for the first six and 
one-half ~'cs~s of production; I0~00 tons per month for the next s-~x years 
of production ~d 6,200 tons per month for the final thirteen years of 
production. 

The foregoing ass~.nes construction oi" a vat leach~g plant plus r../~ne 
preparation ~nd a~cciliar~j facilities at a cost of $7h~000,000. ~ ~a~onal- ~ 
$60j000~000 would ~ .... ~=~n~ ~_th +h~ R+h y~ +~ ~o.~d~ a w~,~ 

c ton ~ne~ day concentrator. Total capital cost ms ~dioated at $134,000,000. 
Because of the lack of detail design of mine and treaL~.ent facilities &nd ~ L,~* W; 
present rapidly ~' o" ~ .m~mnu cost of const~otion, ! would add a contingency of 

"~< ~.,o~.~.~,g capital estimated ,,C00~000 bringLng the total to $i60~0CG~000 plus .... :~ 
a ~  $!4~000~000. 

We hs~-e considered the feasibility of constructing smelting ~-ud ref=,_m.ing 
-,~c_~_~,Ic~ for ~he ~ndicatcd tor~age of ~ ~~ ~ ~a~g c o , . c e n ~ a ~ , . . ,  a s  co~:pa2e. , / ,  t o  ';-~,-, .L.:.~ 
these i~n facilities ~,:e now have aw~iiab!a ~n the south~.;ess. ~ne additional 
$!;0 to ~:dn pr, r-~ r',-,n ,, ~'"~,~'; . . . .  ~nd acid ,pg~'~u~... reouir£d for ~ne construction of a ...... ~. ~n _ 
pl~nt is not justified sLnce =:e ~#~ll have tkis capacity as well as the 
~cl;huric acid (req'o/rement= 900 tons per day) availzb!e at cc~etitive rates. 
1<e wo~!d be ~ll~ng to supply you ~_th refined co~gcr in ~ny proportion up Lo 
5~ of the then current production. 
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~ne foregoing outlines our ihinl~ing ass'~ng that the ore body has 
bccn de.rAted ~ud ~hat the torLnagcs av~,~i!ab!e are only those that have 

~'~d • ;,~,.,~, the fault ~.u- been ou~,~ to date As you I~o',~, e:~!oration .... ~ of 
dicates the possibility of a deep-seatsd~ hizh-grade s'alpi'ide ore body 
~@Ach could be ve~# substc-utial. ~.~nilc ~-~e are ~.~g to proceed 
promptly ~.~_t~: the detailed engineering ~nd const~action work to bri~ng 
the prcsen~ ore hod~ into produetion~ it se~ to us that efforts should 
be concentrated on cndeavo~-c to dc!~.~.t the ore body ~..est of ~he fault 
~nd that eenst~action p!~ns should be kept fluid %mtil ~.~e ~o~.. • more about 
~uis deep-seated ore. For that reason, ~..~e -.,~ould propose, say~ up to 
eighteen months for further ~,~!orato~j drilling p~tieulc~ly of Cqe area 

~-zost of the fault. In any event~ our proposal ~.'ou!d be a ~Lm:~r~ tmder- 
t~dng ~nd could be modified up~.:ard as the result of ~'~ther ~,.-p!oraticn. 
On the other hsm~d~ I &,n sure you realize that all ~nfavors:o!e cont~gencies 
such as ezccessive gro~d ~-[ater~ disappointLng d~ilino ~ results s~d ex- 

cessive " ~ " -" ~moun~o of internal ~.~aste have not been el~,n~na~ed. Sho"~Id ~aoh 
contingencies develop ~ze would~ of cours% not ~sh to continue ~.~th an 

tuneoonon~o program. 

in light of the foregoingj I m~. attacbdcag hereto a proposal to E1 
Paso Natural Gas Company for a joint ventl~e for the e~'~loitati~u of ~ne 
Lmke Shore copper deposits. I think you are well aware we are intensely 
interested ~u a joint venture ~_th you mud feel ~hat we have m~ningj 
milling, smelting end refining capacity s~nd know-ho~,~ equal to that of any 
other company in the indust~j. Our 5~uterest is ~derlined by our proposal 
to obligate o~selves to substantial advance royalties against ore rese~¢es. 

Attached to o~ proposal mud to this letter are ~.~o reports ~;b~ch, 
although incomplete because of lack of t~me and detailed data~ provide the 
basic information upon ~4hich our estLmates ~nd conclusions ~.,~ere based. 

Undoubtedly~ you ~.zlll have some questior~s regard/~ug t~his proposal ~ud 
~-,-e have people from our operating and eng~ueer~ug department available for 
discussion at any t~me agreeable to you. As is custo~g, any f~,aal agree- 
merit ~,zould be subject to approval by our Board of Directors. 

attacb~,~ent s 

Veer truly yours, 
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Lakeshore Joint Venture Proposal 

i. We shall need a short period of, say, 30 days for our attorneys 

to check titles and leases to the property. 

2. If we find them satisfactory~ as we e~ect, then on or before 

the e~iration of said 30-day periods we shall pay you a cash s~m of 

$10,000, 000 as a minimum advance royalty. This advance royalty is based 

on our estLTmtes of reserves developed by you to date, of 100 million tons 

of oxide ore containing .9% copper and 200 million tons of sulphide ore 

containing .81% copper. This advance royalty will be chargeable against 

a production royalty of one-quarter cent per pound of copper contained 

in electro,con copper, cement copper, and copper concentrates recovered 

from the ore bodies as they are ku~own to date, and such production royalty 

will be payable pro~tly (.r.onthly or quarterly) after production of said 

products. 

3. We should have an interim period, the length of which we 

can mutually agree upon, but not to exceed, sayj 18 months, for further 

necessary work to be done prior to proceeding with actual construction 

work for co~v~ercial production. We have in mind an intensive drilling 

program to deber~mi~ue possible extensions of the o~e~ud~ and eng~neez~ 

studies and plaguing for development and operation. If you ~sh we shall 

cooperate ~,ith your perso~el and arrive at a work program having our 

j oint approval. 

4. On .or before the expiation of the above period for 

additional ~¢ork and pla~uing~ we shall advise you ~¢hether we are prepared 

to proceed ~th equipmont of the property for co~.~ercial production. 
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if we do so advise you, we shall proceed with due diligence to develop and 

equip the property for such operation and s~hall advance all funds~ includLng 

necessary :.;orking capital, required therefor, and s,hall manage and operate 

the property. 

5. If co~ercial production is delayed beyond 4 years after 

we advise you that we propose to put the property on an operating basis, 

we shall pay you as a delay rental, a monthly sum of $20,000 in advance 

for each month thereafter until such production begins. 

6. After co~aercial production beginS, 90% of the net profits 

will be divided between us until reimbursement of your and our pre- 

production advances and expenditures, in the same proportion as the 

respective amounts thereof, plus an amo'.~ut equal to interest at the rate 

of 6% per annu~.~ on such respective ~mo~uuts outstanding at the end of each 

accounting period. During such reimbursement period, the other 10% of net 

profits ~-lll be paid to you. Alsoj during said reimbursement period, 

all capital ex?enditures for equipping the sulphide plant for operation 

;rill not be chargeable to operating costs "out ~lll be advanced by and be 

reimbursed to us ~om ou~ share of the 90% of net profits. Thus, your 

10% of net profits ;.~ll not be unduly diminished if ~e should decide on 

a t~..~o-stage prod-ram for equipment of the plant, namely an oxide plant~ 

follo~-ed after a fe~.¢ years by a sulpDzide plant ~.~hen the sulp,hides are 

reached. 

7. Until reimbursement of all advances and ex?enditures is 

co~...-pleted, ~.,Te shall be responsible for all costs. After such reivfoursements: 

~ye shall divide the work-ing intcL~est ~lth you in the proportion of 65% to 
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Asarco and 3~% to E1 Paso, we sPmll each be responsible for costs in the 

sama proportion, and we shall each bmve a right to take the ~ueral 

production in kind in the same proportions as our said participating 

interests. 

! 




