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ACCESS STATEMENT

These digitized collections are accessible for purposes of education and research. We
have indicated what we know about copyright and rights of privacy, publicity, or
trademark. Due to the nature of archival collections, we are not always able to identify
this information. We are eager to hear from any rights owners, so that we may obtain
accurate information. Upon request, we will remove material from public view while we
address a rights issue.

CONSTRAINTS STATEMENT

The Arizona Geological Survey does not claim to control all rights for all materials in its
collection. These rights include, but are not limited to: copyright, privacy rights, and
cultural protection rights. The User hereby assumes all responsibility for obtaining any
rights to use the material in excess of “fair use.”

The Survey makes no intellectual property claims to the products created by individual
authors in the manuscript collections, except when the author deeded those rights to the
Survey or when those authors were employed by the State of Arizona and created
intellectual products as a function of their official duties. The Survey does maintain
property rights to the physical and digital representations of the works.

QUALITY STATEMENT

The Arizona Geological Survey is not responsible for the accuracy of the records,
information, or opinions that may be contained in the files. The Survey collects, catalogs,
and archives data on mineral properties regardless of its views of the veracity or
accuracy of those data.
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ARTZONA GEOLOGICAL SOCIETY DINNER MEETING

Tuesday, October 6, 1981
THE HILTON INN, 1601 Miracle Mile Strip

SPEAKER: Jim Quinlan, Kerr McGee Corporation

SUBJECT: The Geology of the Red Mountain Porphyry
Copper Deposit, Patagonia, Arizona
Dinner reservations must be made before
5:00 p.m. on the Friday prior to the
meeting date. _
SOCIAL HOUR 6:00 p.m. MEMBER'S DINNER $7.00

DINNER 7:00 p.m. NONMEMBER'S DINNER $9.00
MEETING 8:00 : wm. STUDENT DINNER $3.50
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probable loc, 30 , 29
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"Possible" core of orebody

-— U v

133
13h
138
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"

Final Depth (ft.)

5001
5194
5046
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14
22
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(after Still, Lowell,& Still, June 72)
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Exploration Department

- ‘ Western USA

March 3, 1976

j.‘*'(;°

FILE MEMORANDUM ~ | | /Q)"

Red Mountain
Kerr-McGee
Arizona

| telephoned Mr. Marion Bolton, Kerr-McGee Vice President Copper Project,
in Patagonia, Arizona, yesterday to inquire if they might now be ready to
entertain a joint venture program on the Red Mountain copper deposit.

Mr. Bolton sand no, not at this time, but would contact me if they decide

at a later date to a joint venture program.

WLK:1b

cc: RLBrown
TCOshorne
JHCourtrigh
FTGraybeal
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AMERICAN SMELTING AND REFINING COMPANY
TUCSON ARIZONA

December 23, 1974

fl T &P

W. L. K.

FILE MEMORANDUM:

Red Mountain (Patagonia)
Santa Cruz County, Arizona

A rumor dispersed is that James Quinlan, former Chief Geologist of

Lakeshore, has now joined Kerr-McGee as Project Chief for Red Mountain,
(Patagonia).

He was apparently hired by a VP in Oklahoma and has nothing to do
with the Tucson Office and Mr. Snyder.

A lesser rumor is that Russ Corn is moving back from the ''porphyry
uranium division'" to the copper division (Tucson).

JDS:1b

cc: FTGraybeal



RECEIVED
EXPLORATION SERVICES DIVISION v :
3422 SOUTH 700 WEST JUN 151973

SALT LAKE CITY, UTAH 84119 EXPLORATION DEPT.
June 14, 1973

A
Mr. W. L. Kurtz Cra
Tucson Office JUN 29 1973
RED MOUNTAIN AREA, ARIZONA

Dear Bill:

I have read with interest Mr. Stathis' report of March 30, 1973,
concerning a rock geochemistry study of the Red Mountain Area, Arizona,
I agree in general with the majority of conclusions and recommendations
presented in the report. I strongly concur with the recommendation
that similar studies should be undertaken in other alteration environ-
ments.

With regard to the Red Mountain study I certainly agree with the
suggestion that there is broad correlation between a number of trace
element distribution patterns and the area of live limonite which is
at least spatially related to the deep seated porphyry copper deposit.
The geochemical "target” 6000ft.E. is intriguing but lack of live limo-
nite and Mo presumably reduce its attractiveness to some degree. Con-
siderable additional data from Red Mountain and other alteration zones
are probably required before the potential significance of the ''target"
can be interpreted with any degree of confidence.

I agree with Mr. Osborne that this type of study would benefit
from geochemical attention to the enclosing unaltered rocks. 1In fact,,
as there is always the possibility that some geochemical patterns are
not restricted to the alteration zone and are related to processes other
than that of mineralization, routine extension of geochemical coverage
beyond the limits of the alteration zones is probably advisable. e

SR,

Another factor worthy of consideration is the influence that
supergene processes might have had on the surface geochemical patterns.
Some pre-existing bedrock patterns might have been destroyed and others
severely modified in the course of the moderate to severe weathering the
area appears to have undergone.

In dealing with spectrographic emission and also possibly x-ray
analytical data the possibility that the data might have been influenced
by variations in the bulk composition of the samples should be borne in
mind. Analytical procedures generally attempt to minimize these matrix
effects but their potential seriousness is shown in the attached table
from some work I did a number of years ago. In fact, I would strongly
recommend more detailed attention be given to the precision and accuracy
of the multi-element analytical techniques likely to be applied in future
rock geochemical studies,

Yours very truly,

VA -7
LDJ:db £ D "/M’"-

Encl. L. D. JAMES
cc:J.J.Collins/T.C,0sborne w/encl.

J.H.Courtright/w/encl.
G.J.Stathis w/encl,



Table 6 The effect of major element composition upon the apparent

concentration of the trace elements, in synthetic mixtures
(Adapted from Nichol and Henderson Hamilton(1962) by
Viewing (1963) ) ‘

Irace metal content 150 ppm.; germanium content 950 ppm.

spectrochemical result - negative; true content

true content spectrochemical result

+ positive;

Major element composition 7 !

Si0

| ;
2'F6203 A1203;Ca0;'MgO»Ti VIiCr iMn {Co |Ni |[Cu [Ge | Mo !Ag |{Sn | Pb | Bi

-0l -

| |
100 - had - bad +L|-o1 +206 +5.3i:+2.0 |+Ll-l1 +5-3 +6.6 +2.1 +L}--O +206 +3-3 +1+.0 +2-6

98.6 | 0.1 0.1 | 01 | 0.1 | +4e0+2.6142,3+1 .:§g£+lp.1 s 433 |+ 2|44, 0 [+2.0{+2.0 +2,0 +2.0
99.2 0.2 0s2 | 042 | 0.2 | +2.6 +1.3]+2.,0]+1.3 :&-2.6 b e Ol+103 [+1.1|+2.6 141.2|+2.0]+1.0 [+1.3
98.0| 05| 0.5 | 0.5 | 0.5 §+5.3 +2,014+2,0[41,3 iH?..e +400[ 4343 [+142(+3.3 +2.0{+2.0] 1.0 +1.3
9.0 | 1.0 1.0 { 1.0 ] 1.0 g+2.6 +1.2{4+2.0 +.2 +2.0 +2.61+1.3 +1.1;+2.0{ 1.0]+2.0{=-1.5} 1.0
92,0 | 2.0 2.0 | 2.0 | 2.0 [+3.3 |[+1e3i+16]+1 oL H2:0 #2.6|+2.6 |+111+2.6 [+2.0{+2.6(+2.6 [+2.6
80.0 | 5.0 5.0 | 5.0 | 5.0 {+2.0+1.3;+1:6{+1.3 §+2.0 H2,0142.0=~1.3|+1. '1_:_9 +2,0|+1.31 1.0
60.0 | 10.0 | 10.0 [10.0 [10.0 | +1.53 1.0 +1.3 +1.6 f+1.3 1214201131 1,0|+1.2{+2.0{+2.6 |+2.0
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AMERICAN SMELTING AND REFININGUCOM'PANY

_@S@_g EXPLORATION DEPARTMENT I?‘E(‘.‘ﬁ“,&b
120 BROADWAY, NEW YORK, N.Y. 10005 .. ) M/J}’ 16
| S 19
| | s Ploag, 7
T. C. OSBORNE ‘ : MAY ‘16 1 /VDEp]-
Air Mail

May 14, 1973

Mr. W. L. Kurtz
Tucson Office

Arizona
.Red Mountain Area

g

Dear Mr. Kurtzf

I have just now gotten to read Mr. Stathis' interesting re-
port of March 30, which you transmitted April 19.

I note that Mo and Pb and perhaps other metals are anomalous
in that general part of the alteration zone which overlies the
- Kerr-McGee deep ore. Ostensibly, this might suggest primary
leakage~type halos through 3000 fr. of rock, but since a mappable
capping of live limonite after chalcocite also overlies the deep ore,
it appears more reasonable to relate the trace metal anomalies
directly to the former near surface copper mineralization which is
reflected by the capping. Still questionable is whether trace element
‘work can detect deep ore beyond the limits of. the primaxy copper
zoning itself. ' ‘

In respect to some details of the work, I would have felt better
if a few samples of the volcanics had been taken outside the alter-
ation zone for comparison, and I also have some reservations about
the method of assigning anomalous levels, which apparently was sub=-
-jective rather than statistical. : '

Please arrange to send Lloyd James a copy of the report, as I
am sure his comments will be valuable. <

cc:Vé;Courtright
LDJames
SVon Fay




AMERICAN SMELTING AND REFINING COMPANY
Tucson Arizona

April 19, 1973

Mr. T. C. Osborne
Assistant Director of Exploration
New York Office

e %ﬂ\f

.'/‘

Dear Sir:

This transmits Mf. Stathis' report on A Geochemical Investigation of

the Red Mountdin Alteration Zone near Patagonia, Arizona''. The significant
findTngs of this study are stated in Mr. Stathis' covering letter to me.
His report is heavy on analytical data and various methods of obtaining

the analyses and I, therefore, refer you to page 1 and page 17 which
summarize the ''setting' and results,

As | have previously mentioned, the ''setting' at Red Mountain, Arizona,

is in many respects similar to the San Juan, Colorado, region. Stathis!
work and Graybeal's work suggest a literature search of enargite occurrences
(or arsenic occurrences) in the San Juans might well pinpoint areas in which
to initiate work. | am sending a copy of Stathis' report to Mr, Von Fay.

Very truly ypurs,
e/
W. L. Kurtz

WLK:1b
AEnc.

cc: JHCourtright “MKJ
SVon Fay - w/enc,
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Q? ,J%S xty five rock samples were collected from a 4 square mile

area of moderately to strongly altered, premineral, Paleocene, acid
volcanic rocks at Red Mountain near Patagonia, Arizona. The altered;
- acid volcanic rocks are about 1200 feet thick and overlie a major,
porphyry,

_primary,copper orebody which is 3400 to more than 5100 feet below the
-surface,

Fifty niné.elements were analyzed for, mostly by semiquantitative
emission spectroscopy and X-ray fluorescens¢methods, and 28 elements
‘were found to be anomalous. The trace element analysis of the altered
_ysurface rock indicated a concentration of arsenic, coypper, lead,

mblybdenum, and zinc and a conspicuous lack of antimony, beryllium,
bismuth, tin and tungsten. The ob&ious conclusions follows that_the
altered zone exposed at Red Mountain has a mesothermal, base metal
enviroment rather than a gre%ssen enviroment potential. The following
coﬁclusighs have been made with respect to the trace element distribution
at Red Mountain:

1. Arsenic, molybdenum and especially lead occur as anomalies
over the deep, Kerr-McGee primary copper orezone.

2. Boron, chromium, and gallium form halos close to the surface
projection of this-deep orezone.

3. Lanthanum, manganese, and zinc form fringe halos at some
distance away from the surface projection of the deep, primary
orezone.

L, There is a possibility of another deep copper target, on Red

Mountain and Kerr-McGee ground, located about 6000 feet east

of the recent, porphyry copper discovery.

(%;,, zq,dcg Jle e awcmaﬂ.&(>'



Summa®y and Conclusions con'td

* .

An increasing amout of future, copper expploration ventures by
ASARCO will be searching for deep, primary copper mineralization. An
approach similar to that used at Red Mountain should be helpful in
evaluating an altered area which might be interpreted to have a
geochemical enviroment favorable for primary zoning at depth.

RECOMMENDATIONS
1. Combiqed use of semiquantitative emission spectrometer and
X-ray fluorescense analyses 4 is recommended in order to evaluate
altered areas for possible, deep primary copper mineralization.

2; Studies similar to that conducted at Red Mountain should be

carried out in other known, altered enviroments i. e. epithermal
precious metals, greissen etc. in order to recognized what trace
elementx assemblage characterizes that enviroment and how these
elements are distributed,with respedt to known mineralization.
3. Laboratories offer#ing semiquantitative analyses should

be investigated as to method, reliability, and cost,
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' Laﬁoratory Comparisons Including Cost

Table 4 compares the list of elements scanned semiquantitatively by
Fluo-X-Spec Lab. (x-ray) and Skyline Lab, Inc. (emission spec.}. Choice of
these commercial laboratories is not meant to be an endorsement that they
are the best available for this work. The table is presented only to show
what elements were scanned and to compare degree of sensitivity between the

two analytical methods.

The -following table shows those elements analyzed at Red Mountain by analytical
methods other than x-ray or emission spec.

s

TABLE 5

SUMMARY OF RED MOUNTAIN ANALYSIS
BY METHODS OTHER THAN SEMIQUANTITATIVE

Element Analytical Method " Detection Limit Cost

ARSENIC Colorimetric 5 ppm $1.50
CHROM UM Atomic absorption "~ 5 ppm 1.50
COPPER - -Atomic absorption 5 ppm 1.00
FLUORINE - . Specific ion electrode 100 ppm 2.00
LEAD Atomic absorption 10 ppm 1.00
MANGANESE Atomic absorption 5 ppm 1.50
MERCURY Atomic absorption low parts per billion 2.00
MOLYBDENUM Colorimetric 1 ppm 1.00
ZINC ' Atomic absorption 5 ppm 1.00

NOTE: All analysis by Rocky Mountain Geochemical Corp. except for fluorine
(Skyline Lab, Inc.) and mercury (ASARCO-Salt Lake City).



TABLE 6

‘SUMMATQ AND COMPARISON OF THE .
SEMIQUANTITATIVE RETURNS FROM REN

MOUNTAIN

EMMISSION SPECTROGRAPH METHOD

Good Results for: _ Bad Results for:
Barium,boron,calcium, chromium, columbium, arsenic, nickel?,and zinc
copper, gallium, iron, lanthanum, lead,

magnesium, manganese, molybdenum, scandium,

silver, strontium, titanium?, vangadium, and

yttrium.

X~Ray FLUORESCENSE METHOD
Good Results for: Bad Results for:
Arsenic, copper, iron, lead, nickel, rubidium, Barium, chromium, gallium,
selenium, strontium, titanium?, uranium, and manganese, molybdenum,
zinc. vanadium, and yttrium
Note:

X-ray method does not report elements having an atomic number below 22,
i.e. beryllium, boron, calcium, mangnesium, and scandium,

Cannot evaluate the zirconium results by either method.

It is concluded that the emission spectrograph method is preferred
over the X-ray for geochemical studies similar to that conducted at Red
Mouﬁtaih. Arsenic and zinc are the only two significant trace elements
that the emission spectrometer is not sensitive to. However, the X-ray
method is quite sensitive to these two elements as proven by the Rocky
Mountain lab. checks (colorimetric ~arsenic and atomic absorption-zinc).
Total cost for 54 element X=ray scan (Table 4) which includes arsenic and
zinc is $5.00 as compared to Rocky Mountain labs total charge of $2.50

for combined arsenic and zinc analyses. This $2.50 arsenic-zinc charge

would be about average for most commercial labs using wet chemical analysis
methods. Therefore for the extra $2.50, the use of X-ray in conjuction
with emission spec. is recommended when the situation arises reguiring

Tegional geochemical studies of altered areas. The additional trace

elements that the X-ray scan is capable of analyzing, as compared to the
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emiséion spectrograph, is certainly worth the extra $2.50 per sample
charge. |

The X-ray method at $5.00 per sample is half the cost of the
emission spectrograph. The X-ray method alone is recommended for
possible use in routine property examinationzs work and reconnaissance
field stﬁdies. The X-ray method, as shown on Table 6, is considered
. accurate for arsenic, copper, lead and zinc. Commercial lab costs
for conventioﬁél wet chemical analysis for all 4 elements would be at
1eaét $4.00 per sample. The X~ray method is not very sensitive for
molybdenum, however, colorimetric molybdenum assays can be made by

most commercial labs at a cost of $1.00 per sample.

Finally, the reader should keep in mind that the comparisons shown
in Tables 2, 3, a®m 4, and 6 are based only on data from two, recommended
laboratories. It is beyond the purpose and scope of this report to hafe
ihvestigated other laboratories offering semiquantitative emkssion and
X8ray spec. analyses. The detection limits shownz on éable 4 and trace
element comparisons made on Table 6 are not meant to imply finite
limitations on what that particular analytical method is capable of,
but only serve to show what the capabilities are of the two chosen
laboratories, For example, The USGS laboratory reports emission spec.
results for more elements on a routine basis and at greater semnsitivity

(including that for arsenic and zinc!) thah does Skyline lab.
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- AMERICAN SMELTING AND REFINING COMPANY 6301972
Tucson Arizona

-

August 30, 1972

FILE MEMORANDUM

Red Mountain
Kerr-McGee

Dale Trubey said last week that Kerr-McGee has approximately
$1.5 million in the Red Mountain property and that options due
in 1975 total about $1.3 million.

He confirmed that eight drill holes intersect the ore zone, but
that orebody limits have not been defined. Tonnage estimate is
in the 200-400 million ton range and grade is better than 0.7% Cu.

Kerr-McGee geologists have recommended an additional sixteen (16)
diamond drill holes.

4. L
W. L. Kurtz ’é?

WLK: lad
cc: JHCourtright«”
RBCrist
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AMERICAN SMELTING AND REFINING COMPANY. \g72
Tucson v Arizona N\AR 6

March 3, 1972

Memorandum for J. V. Desvaux
New York Office i

Kerr-McGee |
Request for Information
Eminence, Missouri Area

Zeb Jones, in charge of Kerr-McGee's Tucson office, inquired whether
Asarco's drill data in the Eminence, Missouri area would be available.

In the past Kerr-McGee has made their drill data in southern Arizona
available to us (Dacite Plateau, Tyrone). Since we are currently
negotiating with Kerr-McGee to participate in exploration of their
Thunder Mountain area in the Patagonia Mountain, it would benefit us
if you can provide them with the drill data they want.

Please correspond with Mr. Dennis J. Ryan, Kerr-McGee Corporation,
Oklahoma City, if you can arrange this.

lo L

W. L. Kurtz A’i

WLK:1ad

cc: JHCourtright G



AMER ICAN SMELTINGﬂAND REFINING COMPANY
Tucson Arizona

February 22, 1972

F2L<i GV

Mr. J. J. Collins : | - %)“)H“KOW
New York Office : ’

Dear John:

- We should like to call to your attention the fact that Earth Sciences has

obtained a prospecting permit for Potassium on a block of ground that fits
exactly over Kerr-McGee's lode claims at Red Mountain. Earth Sciences is

staffed in part by professors of the Colorado School of Mines.. '

'Xéroxed below 75 their latest ad-in Geotimes.

/7 T EARTH
L 7T JSCIENCES

2 Divisien of

Golorado Central
Mines, Inc.

Consulting & Services in

MINERAL EXPLORATION

1101 Washington Ave.
Golden, Colorado 20401 303-279-7733

WS Sz

W. L. Kurtz"..//;”,{

WLK:lad{

cc: JHCourtright =&
- Denver 0ffice
Spokane Office
Vancouver 0ffice
Toronto Office
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AMERICAN SMELTING AMD REFINING COMPANY SEP 2‘5‘970
Tucson ) Arizona

September 23, 1970

T0: Mr. J. J, Collins
New York, New York

FROM: W, E. Saegart

Re: . Kerr McGee Red Mountain Project, Patagonia
District, Santa Cruz County, Arizona

Dear Mr. Collins:

| am enclosing a news release which appeared in this morning's
Arizona Dally Star describing Kerr McGee's deep copper discovery
at Red Mountain. This announcement is particularly distressing
to us since this is the property which Kerr McGee had proposed
for joint venture with ASARCO two years ago (reference is made
to my letter to you of July 30, 1268 proposing joint venture
exploration with Kerr McGee at Red Mountain),

| telephoned Zeb Jones, Kerr McGee's Southwestern Exploration
Manager, today inquiring about the nature of their discovery.
He advised that he is not at liberty at this time to discuss

their exploration results.

Very truly yours,

M. E. Saegart

EnCu t./
cc: J. H, Courtrigh

W. L. Kurtz
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"AMERICAN SMELTING AND REFINING COMPANY -//

Tucson Arizona _),f*-(:‘
October 3, 1968

OCT 41963

AIR MAIL

Mr. H. L. Goodenough, Comptroller
American Smelting and Refining Company
120 Broadway

New York, N. Y., 10005

TUCSON OFFICE
Accounting

Kerr~McGee Agreement

Dear Sir:

We refer to the second paragraph of your letter of
October 1, 1968, file M-796, and are glad you agree that the
suggested proration is impractical. You are correct that our
Exploration Department personnel submit time distribution
sheets and that we are, therefore, in a position to charge
any exploration project directly with its portion of salary
and salary overhead expenses regardless of whether the employees
concerned are assigned full-time or part-time to such project
or are working in the field or in the office. We assume you
will change Accounting Clause [l of the proposed Kerr-McGee
agreement to something workable.

As to your third paragraph, we disagree that we would
be "charging ourselves for management costs.,'" |If we are
committed to spend $450,000 on a project and do not fully
reflect our management and overhead costs against the project,
then we put ourselves in the position of having to spend more
than $450,000 to meet a $450,000 commitment.

Very truly yours,

"V(-G\-thx(

K. A. von den Steinen
Chief Accountant

KvdS/cj

cc: CPPollock
Harry Smith
JHCourtrighLﬁ§ﬁ
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_ ST g 3 . Mr. J. H. QOur’grighjc
' ’ ‘ ' : J- H.G. ‘
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| NEW pr ﬁcﬁﬁw i, 1953 .
‘ = | V -‘n E-
Hesies donaet =

M, Ko As von den Steinem Ghiéﬁ' Acemmﬁam
‘I’m&w ﬁmﬁe R

I heve rmweci your mmaz@m ‘E;e My, J, Eﬂ ceurwigh% ﬁﬁ‘&é’ﬂ September 27
uith ﬁfme coficernei. :
- \ ' (all)
We coneur with you thet it le "imac%m to prorate-a portion of/the
sélaries and expenses of the 'digtrict geologlst’ and aiso other employees whose
time iz not alloceble divectly to the project sud o portion of the expense of
meintaining snd operating the Tucson exploration office.” The intent behind this
clouse was to sllow for the project to be cherged for the time spent working on
the project vhile in the Tucson office or elsevhere by those geclogiste anid field
personnel who would not be working 100% of the time on this project. It is my
understanding that such persomnel in the Exploration ﬁ»ph do submlt & time dis-
trihuticn which can 'be used for this purpo

In mﬁy&et to chenglng the agmemm kel alﬁm? for & mgher overhead pers
centege, we féel this is not necessery. In thé firgt place it is not Asarco's

~ practice to loed exploration projects with managewms The yove case in which
we do so is usuelly goverasd by outeide @m%urem We eve vell swere thet the rates
used i such dSgrecments nevey cover the coste of afdminlistretion. In addition, we
connot see auy purpose in cherging ourseclves for munagement costs. Such would be
the case in the first ghese of “i::mg agre&m&m mieh calls for Asareo to lay cutb
all funds up to $150,000.

The 2% overhesd reate 1s intended 'm eovey all overhesd costs, 5 Hew Ysrls
and Tacson, a8 S.s the 104 pev ton figure. The former was suggested by Kerr-MeGee,
the latter by Me. E@lloelg. Bueh vabtes ave always open to negotiation st o later
date 31101116. they be de »ma- iﬂﬁﬁfﬂeiﬁlm% Rt

DRIGRIAL SIGNED

B L GOODENOUGH
ma; “HOL R
te: GCP.Pollogk

- HeBmith

- JB.Courtright
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AMERICAN SMELTING AND REFINING COMPANY
Tucson , Arizona
September 27, 1968
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" Mr. J. H. Courtright

TUCSON OFFICE
Accounting

With reference to the accounting clauses of the proposed revised
agreement between Kerr-McGee and Asarco, | consider it impractical to
prorate to the project, as specified in Clause 11, a portion of the
salaries and expenses of the ''district geologist!' and other employees
whose time is not allocable directly to the project and a portion of
the expense of maintaining and operating the Tucson exploration office.
Therefore, Clause 11 should be revised and the 2% overhead rate
specified in Clause 12 considerably increased. Even were we to attempt
to prorate the above expenses, the project still would not bear any
of the Tucson Office accounting expense, or, when the property enters
the development stage, of the Southwestern Mining Department adminis-
trative expense, Increasing the overhead percentage could be made to
provide for these.

| do not know how the 10¢ per ton figure in Clause 12 was
determined, but, if it is considered now as required to cover New York
Office expense, it should be further increased to cover also Tucson
Office expense.

With these exceptions, | believe we can live with the accounting
clauses. Actually, it would be just as impractical to attempt to
prorate Tucson Office exploration, accounting, or management office
expenses as it would be similar New York Office expenses., These all
should be combined and lumped into one overhead percentage figure,
Assuming that we spend $100,000 per year during the exploration
period, a 2% overhead figure would give only $2,000 which is entirely
inadequate., | believe the figure should be at least 5%, as in our

Hecla agreements, or even higher,
Y C o o

K. A, von den Steinen
Chief Accountant

KvdS/cj
cc: CPPollock
HLGoodenough

Harry Smith
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o Meld. d. Collins

@ i:=cn DEPARTMENT . W}%mﬁﬁr) "

-ASARCO

New York, qu.tﬁl]ﬁber 20, 1968

Ocr
- 4 1969
“Re: . Proposed Kerr MeGee Joint Venture,
' Red Mountaln, Santa Cruz County, Arlzona

In accordance w1th Mr. Pollock's memo. of September 11
-~ to, me, Tt e rev1sed the draft agreement submltted by Kerr McGee (K)
t‘ﬁand forward herew1th a copy of the proposed rev151on . The followw

lfing eomments may behelpful 1n rev1ewing the revised draft:

From our past experlence w1th K, I belreve it may be -

nz*ﬁfnecessary o enllghten them as 6 the dlfierences between an

.m‘ﬂffLOrdlnary Operating agreement in the oil 1ndustry and & Joint

'ff.{venture of the type we env1sage In “the formen numerous owners

';rrol acreage unlte to choose. ‘an 011 comoany as. ooerator , which
“performs 1ts management funCulons as a contraCuor would and for
-~ a management fee including a oroflt for sueh services. 1In our
“'fcase, we propose a joint venture which 1is in reallty a partnership

_(exceot for income tax purposes) restrlcted to a very small number

d"__(in this”case only two), with the "operator" functioning as a

‘f managing partner'and with'the management fee designed merely to

compensate for services and overhead without any direct. effort

- ofor a profit for the management service K's “operatln@ agreement”

‘tv"form shows some effort at adaptlng to the needs of a JOlnt venture
fas deserlbed above, and perhaos this . reflects K‘s experlence with
‘us 1n the Missouri area and after study of the drafts we had then

submlcted However, I found certalin changes desirable and’ kept

A"VVthese to a mlnlmum . Although the‘rev1sed draft subm;tteo herew1th

11fers in Varlous respects from our usual form of Jjoint venture



Mr., J. J. Collins 2. September 20, 1968

agreement, it's - one I think Asarco can live with and one that
should be acceptable to K. I comment below on some of the

features of the revised draft.

Since Asarco willl be spending all its own money during

The so-called Inlitlal Exploration, I think it should be unguestioned

that Asarco may make such expenditures as it in 1fs sole judgment
determines to be best. When the moneys are contributed by both
pafties, approval of "work plans" by both will be needed. Such
work plans'will be requiréd up to beginning of oommerciél produc-.
'tion, and thereafter approval will be requlred of expenditures

over $50,000.,

From our past experience I know K is insistent on retain-
ing its accounting procedure provisions (Exhibit B). I've elimin-
‘ated therefrom the provisions inapplicable to our situation. K
should be informed that all purchases willl be charged to the
parties when made and the inventories‘will belong to the parties
according to their proportionate interests. Inventory taking
will be mereiy informative and an auditing procedure,. VIf,thé
venture goes into commercial production, I note that the authority
of the "Operator" (Asarco) will not be as broad in making expend-
itures as under our usual form. Por example in Exhibit B, the
géneral language of Section II, paragraph 13, may not authorize

such expenditures as charitable contributions, advertising,

certain types of research work, etc. Prior to making any such
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Mp. J. J. Collins » 3 . Qeptember 20, 1968

expenditure approval of the parther should be obtained.

In the matteerf“Operatér's”~liability'fof wrongful
acts, I've maintained the position Asarco normélly assumes in
 ouf> usualifbrms of joint venture agreement. This is based
on the above-mentioned analysis that the parties are general
partﬁers with one designated as)a managing partner'to act for
both énd without any attempt to make a business or a profit
out‘of such maﬁagement. Accordingly, the employees of the
‘joint venture should be régarded as the employees of both parties,
for detefmihing rights and liabilities, even though nominally
’l:heV"Oper*a’cor'.1 will treat such employees as its own, and any
mistake, negiigencé or wrongful'éct‘(ho matter how wrongful)
of any such employees should be for the joint account and not

‘be borne solely by the "Operator! .

' AAgain, in the case of Seotion 13 (Transfer‘of Interest)
I adcept these provisions reluctantly because they are contrary to
- the basic viewyof our jbiﬁt'ventufe as a general partnership

in which each partner hasﬂa right to chooge his other partners
(delectus personae). I assume the chance of a sale of interest
is remote and each-will_ have a first refusal right, so I suppose

“we can live with the terms set forth in the draft.

I've added a simple arbitration provision (Section 26)-
so that the parties wili have a simple, guick and relatively

inexpensive way of determining any disputes which may arise. I



 Mp. J. J. Collins 4 September 20, 1968

ndte the agreement is silent regarding the effects of possible
breach, and»I don”t believe this'will constitute a hazard to
the'parties, since I've inserted a.preoautionary statement (near
the end of Section 15) that a termination for ény cause other
than the ones.provided for, shall not affect The ownership

interests of the parties in the venture.

I've_not‘examined Exhibit A and aséume Tucson will
affange to have done whatever title checking is deemed desirable.
" I've reviewed Mr. Bowditch's comments in his-memo.‘of August 30
- to Mr. Courtright, and wiﬁhout commenting thereon in detail,

note that his points have been -considered in the revision.

Harry Smith

enc.

w/a

ce: HLGoodenough

RRichter - w/a
=P JHCourtright - w/aly- A/ NE=
' WESaegirt - w/a - A/M
SIBowditch - w/é - A/M
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QPERATING AGREEMENT

THIS AGREEMENT, made and entered lnto as of the
day of s 1968, by and between KERR-McGER
CORPORATION, a Delaware corporation, and AMERICAN SMELTING'AND
REFINING CCMPANY, a New Jersey corporation. '

WITNESSETH:

THAT WHEREAS, the parties hereto desire to participate
in an unlncorpeorated joint program for exploration, development
and production in the Area of Interest herein designated within
the State of Arizong, such program being hereinafiter referred

to as the "project";
NOW, THEREFQRE, 1t is agreed:

1, Definitions

Az used in this Agreement, the following terms shall have

the meanings assigned to them in this Sectlon 1.

A. "Operator" shall mean American Smelting and Refining
dempany, herein designated as Operator under this Agreement when

not acting as an owner of an interest herein.
B. "Non-Operator” shall mean Kerr-McGee Corporation,

C. "Area of Interest" shall mean and include all of Sections
12, 13, 24, 25 and 36, T.223., R.15B., and all of Sections T, 8,
9, 10, 15, 16, ;7, 18, 19, 20, 21, 22, 27, 28, 29, 30, 31, 32,l33
and 34, T. 22S., R.16E,, Santa Cruz County, Arizons.



D. "Said Lands" shall mean all of the lands subject te this
Agreement in which the partles have an interest whether by thion,

claim, or lease as shown on Exhibit A atbached hereto.

E. "Exylaration" or "Exploration Operations” when used herein
shall refer to the activity or work of prospecting and searching
for ores and minerals omn, in, or under the lands and examining,
measuring, and sampling & mineral depoait when found to gain
knowledge of the size, shape, posltion, characteristics, and value
of the dep031t and shall incliude wide spaced drilling, close Spaced

drilling to point of mine shtudies,

F. '"Development" or "Development Operation” when used herein
shall refer to the aetivity‘Oﬁ‘wcrk of driving, drilling, or ex-
cavating an oﬁening'ar openings to and in a proved deposit of ores
or minerals in, on, or under the lands so asg to gain access thereto,
and the construction and equipping of a plant for cperation for the

purpose of mining and handling the same on a commercial basis.

G. "Producing" or "Producing Operations” op "Mining Operaticns"
whén used herein shall refer to the work of mining,'@xtracting,
handling, and sale of the ores or minerals discéveﬁ@d upon or wilthin
the lands and all other work incident thereto as may reasonably be
required in connection therewlth, and shall include periods of

suspension of operations after commercial production begingz.

H, "Mine" when used herein shall refer to any opening on the



lands, underground or otherwise, from which ore or minerals have

been or are intended to be reméved in commercial production.

I. "Salvage Value" of minerals and equipment shall mean the

value of such minerals and equipment debermined in accordance with
the accounting procedure, attached hereto asz Exhibit B, less the

reasonably estimated costs of salvaging the same.

J. "Initial Exploration Pericd" when used hereln shall refer
%0 the period not to extend beyond November 1, 1971, during which
the $450,000.00 expenditure contemplated by Section % hepeof is

being made by American Smelting and Refiningzcompanyn

2. Title Examination and Loss of Leasehold or Claim

The parties hereto havg been or will be provided with and have
examined or will examine sufficient title information pertaining
to interests presently owned in the area of interest. If for any
reason Title %o the interests heretofore opr heréaf@er acqguired
falls or is lost in whole or in part, such loss shall be borne
by thé parties without 1iability of one %0 the other and each shall
bear the loss equal to its contribution to the cost thereof or

investment therein 2% the time of title Ffajlure or loss.

3. Interest of the Parties

The parties hereto shall own the following undivided interesgsta
In the project and in the Said Lands and all properties that may

be cptiloned, leased. rented, purchased, located, or obherwlse ac-



quired pursusnt to this Agreement, and in all minerals in place
therein and minerals produged thereffam provided, however, that
the interest of each may be forfelted or increased as provided
in Section 12:
American Smelting and Refining Company - Sixty Per Cent (60%)
Kerr-MeGee Corporation - Forty Per Cent (40%),

After the expendituresvrequired during the Initial Exploration
Period all the costs incurreé under this Agreement shall be paid
by each of the parties in proportion to its interest as its interest
exisﬁé at the time such costs are incurred. All property in the
project other than the above mentioned interests in lands and
minerals in pl@ee and minerals produced, shall be owned by the
parties in undivided interests in pr@po:ticn o thelir contributions
to the cost thereof, and each party shall be entitled to clailm for
income %ax purposes the total expenditures made by such parby here-
under for exploration or development or both. After the Initial
Exploration Periag, at the request of either party, the parties
shall make such conveyances as may be appyropriate to evidence the
ownership iﬁter@st of esach of said parties in the sbove mentioned

intéerests in lands.

L Initial Exglorauion Expendlcures

Except as obherwise provided in thls peragraph, American

Smelting and Refining Company snall be the sole cantributor of
fundas for the first $450,000.00 expended hereunder. Upon execu-
tion of this Agreement, 1t shall be reguired %o eXpend in such



° | °

exploration and/or dewdopment operations hereunder és it may
determine inAita sole judgmeni, the sum of $100,000 or moré on
or before November 1, 1969. If American Smelting and Refining
Company has not withdrawn from the project in accordance with
Section 12 hereof on or before October 1, 1969, it shall be fem
quired to expend before November 1, 1970, an additionsal $100,000.00
or more in sald operations. If American Smelting and Refining
Company has hot wilthdrawn from the project in aceordance with
Section 12 hereof on or before QOctober 1, 1970, it shall be re-
gulired to expend before.November i, 1971,-1n said operations,

the difference between the total amount expended on the subject
properties prior to November 1, 1970, and $450,000.00. All ex-
penditures made pursuant to this paragraph shall be in ac@ordance
with the accounting procedures attached heretoc as Exhiblt B, ex-
cepting from such amount all rentals and royaltlies pald under
leases covering the Said lLands. During the Initial Exploration
Period such rentals and royalties shall be paid by Kerr-McGee
Corporation, and American Smelting and Refining Company shall re-
imburse Kerr-McGee Cérporatidn for sixty per cent (60%) of all

such rentals and royallies paid, as American Smelting and Refining
Cowmpany s shape thereof.

5. Work Plans

AfTer the Initial Explaration Period, work to be performed
hereunder for exploration or development of mineral deposits in
ﬁhe Avea of Inberest shall be in accordance with such plan or
plans (hereinafter called "work plan") as Operator shall proposé,

exploration and
it belng understood that work plans leading t¢ the dillgengfde»

velopment of the project will be proposed at reasonable intervals

-5



during the term of the projéct and at least once each year on

or béfore each annlversary date hereof and that Operator shall
consult with Non-Operator in the development of each work plan.
A work plan shall describe‘work to be performed, set forth
estimates of c@ats to be incurred in c&rfying out the work and
glve an estimated period of time requlred to perform the work.

Within thirty (30) days after proposal of a work plan in

writing to Non-Operator by Operator, N@ﬁ=0perator shall confirm
to Operator in writing 1ts approval or rejection of the W@rk’pland
The fallure to reply within the allotted time shall constitubte an
approval of the work plan. Upon appreval of the work plan by

Non-Operator, the work plan shall become effective,

6. Technical Committee

A commlittee comprised of technlical experta of the parties
heretce shall be established to review the sta@us’of exploration,
development and other technical matters of the Joint operatlon of
the properties from time to Time and shall offer advice %o the

Operator.

T. Access to Premises

Operator agrees that Nen-Operabtor shall have access at its

gole risk to the lands hereunder at any reasonable time to inspect
any operation, together with the right %o inspect all drilling

data, samples, cores, logs, and all other data pertalning to the

-6



lands obtained by Operator while conducting the project, and
upon reasonable request from Non-Operator, Operator agrees to
furnish copies of all logs, assay reports, maps, or othsr docu-

mente connected with the project.

8. Land Acguisition

All interests heretofore acquired and now owned by the parties
hereto or their‘agents within the Area of Inberest shall be sub-
ject to the terms of this Agreeméntc In the event that any partg
héﬁﬁonhereafter acquires or proposes. to acguire (hereinafter
referred to as the "acguiring party") during the term of this
Agreement or within one year thereafter, by purchase, lease, or
in any other manner any additlional mining lands or mining rights
in lands (hereinafter referred to as a "new mining right") located
within the Area of Interest, the aequirihg party shall notify
the other party of such acguisition by written notilce setting
forth in such notice a description of the lands, the terms and
conditions of the proposed acqguisition including é@ﬁt, the purpose
of such-acquisitian, such estimates and information as the acguir-
ing party may thén possess concerning ¢ he proposed exploration
6r other use of sueh new mining right, including an estimate of
exploration costs and all other pertinent information and dat%,
For a beriod of thirty (30) days after the giving of such n@ticé,
the party %o whom i% is directed shall have the right %o elect

to participate 1n the acquisition, cwnership and exploration of



such new mining right to the extent hereinafter set fefth by
giving to the acquilring party written notice of its eleection

so to participate, if the other party does not elect to

‘participate therein, such new mining right shall belong solely

to the acquiring party and the other party hereto shall have

no interest therein. If both of the parties hereto elect to
participate in such new mining right, and this Agreement is then
in effect, the same shall be acquired'and owned in proportion

to the respective interests of the parties in the project ata
the time of the acquisitlon and shall thereby become part of

the Said Lands for all purposes of this Agreement, and the
Operator shall pay any acguisitlion costs to the acqﬁiring party
and shall charge the game 28 & cost of the project and charge-
able to the parties in proportion to their interests in the |
prdject;<?nd if both of the parties hereto elect to participate
in such new mining right and this Agreement has been hevetofore «—
terminated, the Baﬁe shall be acquired and owned in the propor-
tion of 60% %o American Smelting and Refining Company and 30%
to Xerr-McGee Corporation as tenants in common, and e said
parties shall contribute to all the costs of acquisitian in
that proportion, but this Agreement shall not otherwise be re-
vived, excepting only the continued application of this Section.
8 as herein pr@vided'tO»saidperi@d after termination of this

Agreement.
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9. Surrender or Termination of Options, Claims or Leases
- Contributed to the Project.

All or any part of the Sald Lands may be withdrawn from
the project upon the written approval and concurrence of the
Operator and Non-Operabor. The Operateor at any time mey propose
the withdrawsl of any of the Sald Lands from the project by giv-
ing Written notlce of the proposed withdrawal to Non-Operator.
Within thirty (30) days after the giving of such notice, Non-
Operator shall confirm in wrlting to QOperator its approval or
disapproval of the proposed withdrawal, provided, however, that
if Non-Operator faile to give such timely written confiaﬁéti@l
of its approval or disapproval, 1t shall be deemed to have approved
and concurred in the proposed withdrawal. If Operator proposes a
withdrawal as aforesaid and if Non-Operator disapproves @f such
withdrawal and the parties cannot agree within 30 days after such
disapproval, the Operator shall have the authority to withdraw
such of Said Lands from the project without the conecurring approval
of Non-Operator. Upon camplyiﬁg with the foregoing requirements for
withdrawal, the Saild Lands proposed to be withdrawn from the project
shall be withdrawn therefrom, shall no longer be subject €o the
terms of this Agreement and are hereinafter referred toAas "with-
drawn lands.”. Any withdrawn lands which were initiazlly conbtribubed

to the project by a party hereto shall be returned to such contrib-
uting.party and thg parties hereto agree to execute such instruments

¢



as may be-neéessary to reconvey te, and revest in, such c¢ontrib-
uting party 41l of the right, title and interest of the other
party therein or thereto. Both of the parties shall retain their
respective undivided interests in any withdrawn 1ands which were
acquired by the project as a new mining right, except that if the
Operator has withdrawn any such new mining right without the approval
of the Non-Operator as above provided for, then sueh new mining
right shall be deemed withdrawn lands initially contributed to

the project by Non-Operator and the preceding sentence shall épply

thereto accordingly.

10, Operator's Powers and Righbs

Operator shall have full, complete and exelusive'con—
trol, charge, and supervision of Sald Lands and 811 other
real and personal property included in the project, and all
exploration, development and mining'operations condunted
thereon. Operator agrees that it will a?tempt t0 explore, develop
and operaté said 1énds to the best of itg ability and in acc¢ordance
with the terms and conditions éf any wérk plan which may be applilc-
able théreta, using modexrn techniques and good'and egonemical mining
practice;‘ All p@rformance‘and operations by Operator hereunder
ghall be'conducted with due regard for the development and preser-
vation of-Said Lands as a workablé mine or mines and in keeping

with the applicable federal and state mining laws and regulations;

=10-



provided, however, that it 1is understood an& agreed that Operator
shall not'be liable to Non-Cperator for inadvertent mistakes,
errors, or omissions,bor for any act or omission to act if done

or omitted in good faith, or for any negligent or wrongful

conduct of any of Gperatof“a repfesentatives or employees provided
it be not in recklessgdisregardﬂof'Noanperator“s rights hereunder,
and all‘claims; liabilities, losses, damages and expenses by reason
of injury to pérs@n including death, or demage to property, arising'
out of Opeérator's performance of its obligations as Operator here-
under or any mabtter connected therewlith, shall be deemed a cost of
the project and chargeable to the party or the partie§ in accord-
ance with their proportlonate responsibility for cgntribution

th costs hereunder, even though any such damage or injury be eaused‘
by the gross negligence or wilful wrong of any employee, representa-

tive or agent of Operator.

11. Operator's Dutles and Obhligations

Operator shall have the following duties and obligations:

' (2) To manage, direct, and control all exploration,
development, and mining operations in and under Said Lands in a
prudent and workmanllke manner, and in accordaince with the terms
and conditions of each work plan 1f any is applicable thereto,
and each lease and agreement affected thereby and all laws and

valia régulatiens pertaining to the mining claims. Operator shall,

~11-



pefore incurring any item of expendifture not previocusly included
in a work plan and chargeable to the Joint account in excess of
$50,000, mecure the approval of Non-Operator; provided, however,
that consent or approval of Non-Operator to the opening of a mine
shall constltute approval of all costs and expenditures incident
to the opening and equipping of said mine for commerclal production,
ineluding initial working capital which may be reqguired. When
in the Judgment of Operator, the products from Said Lands cannot
be produced and sold at an operating profif (i,e;; without regard
to amortization of capitalized items) by reason of low prices or
otherwise, or such products or the metals derived therefrom cannot
readlly be s0ld ab prevailing prices so that an unreasonable in-
ventory would otherwlse accumulate, mining operations in Saild Lands
shall be suspended or‘curtailed vntil such condition prqmpting
suspension or curtailment hasz, In the Judgment of both Cperator
and Non-Operator, ceased to exist or has been sufficiently alleviated.
(b) To keep true and correct books, accounts, and records
of operations hereunder and to permls at all peasanabie times, the
inspection, examination, and auditing thereof by Non-Operator.
(¢} To keep Saild Lands free from liens and encumbrances
occasioned by operations hereunder, except only the lien herein-

after granted to Operator.

{d) To furnish Won-Operator on or before the 25th day of

each calendar month with a statement of minerals produced from the

~12-



lands during the preceding calendar month, and the receipt of any
proceeds of Non-Operator's share of minerals produced when sold
by Operator.

{e} After the Initial Bxploration Period, to pay for the
joint account of the parties hereto all rentals and royaltiles
payable under the terms of eachh lease or agreement and charge
same to the Joint ascount, as provided in the Accounting Procedure
attached hereto as Exhlbit B,

(£} To pay all costs, expenses, and liabilities accruing
or resulting from exploration, development, producing, and all
other operatiaﬁs, including maintenance in vericds of shut down
and including all additions to and r@plé@ements of capital assets,
and to account €0 Non-Operator in accordance with the provisions of
said Accounting Procedure; prévid@dg however, that if any provislons
of sald Accounting Procedure conflict with any provisions herecf,
this Agreement shall.be déamad to control.

At 1te option, Cperator may requre Non-Operabozr to
advance its proportionate share of =said coats'hereund@r, according
to the following condition: On or before éhe 15th day of each
calendar month, Operator shall submit to NOn»Gperator an itemilzed
estimate of such cog@s for the succeeding calendar month, prepared
in accordance with the terme and @@ﬂdi@i@ﬂs'@f an approved work plan
1f applicable., Within ten (10) days after submission, Non-Operabtor

shall pay to Operabor its proportionate part of such estimate,
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Should Non-Operator refuse or fall to pay its proporticnate
part of such estimate, the same shall bear interest at the
rate of seven per cent (7%) per annum from the date of submission
until pald, and Operator shall have the right at its option,
such default continuing and without Operator being deemed %o
have made an electlon of remedies, %o foreclose the lien pro-
vided herein upon the interests of Non-Operator. Adjustments
between estimates andactual costs shall be made‘hy Operator at
the close of each calendar month and the accountse of the parties
aéjusted.acc@r@ingly,

(g} ‘Po account for and digtribute monthly to Non-Operator
any income recelved by Operator for Non-Operator's account from

whatever gource received,

12, Withdrawal and Termination

(a) During the Initial Exploration Period, American Smelting
and Refining Company shall have the right to withdraw, oh or be-
fore November 1, 1969 or November 1, 1970, provided it has made the
expenditures for the applicable p@fi@d as set forth in Section 4,
upon delivery of written notice to Kerpr-MeGee Corporation of
notice of withdrawal at least thirty (30) days prior to the date
of withdrawal., Uﬁon such withdréwal this Agreement shall temninate,
all properties contributed to the project by bhe parties hereto
shall‘revert to the contributing party and neither American Smelting

and Refining Company nor Kerr-McGee Corporation shall have any
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. further obligation or 11ability hereunder except that Amerlcan
Smelting and Refining Company shall remain liable for all amounts
chargeable to 1t with respect to any work completed or contracted
for by it on the subject properties.

{b) After the Inltial Exploration Period, either party
hereto shall have the right to voluntarily withdraw from the
projecﬁ and terminafe its interest in and under this Agreement by
giving written notice of such withdrawal to the other party. In
the event of a voluntary withdrawal all of the rights and obliga-
tions of the withdrawing pa?ty'ﬁnd@r this Agreement shall terminate
ag of the date of the glving of notice of such withdrawal and all
right, title and interest of the withdrawing party in and to the
Said Lands, the project hereunder and all other property, real
or persocnal, on or appertaining thereto, shall be deemed to have
beén transferred to the non=withdrawing party,.provid@d, however,
that:s (1) the withdrawing party shall remain liable for all
amounts chargeable to it pursuant to an efﬁective work plan includ-
ing costas incurred pursuant to such work plan after the effective
date of the withdrawal but not in excess of the most recent cost
estimabes, and all liabllities accrued to date of withdrawal to
the extent chargeable to 1t a3 owner of an interest in the projéct;
and (2) the withdrawing party shall remain obligated to execute
and deliver such instruments as may be necessary to f@mmally effect

the transfer of 1ts interest in the Said Lands and all other property,
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real or pérsonal, on or pertalining thereto, to the non-withdrawing
party.

{¢} Subject to the terms of Section 8 and excepting any new
mining rights belanging aelély to the ac@uiring party pursuvant
thereto,a withdrawing party shall not conduct or become a party
to any expl@rati@n‘pragram or pf@speebing vénture nor obtain any
interests ﬁithin the Area of Interest {£dr a period of one year
f%am fhe actual date of its‘wiﬁhdrawalg and for guch period shall
hold confidential any informabion acquired pursuant to this

Agreement.

13, Transfer of Interest

No conveyance, assignment, or other transfer of eibher party’s
oﬁnership interest in the project 3ha11 be made other than by sale

for 1awful money of bhe United States un@n accepfance of a bona

fide mffer and unless same shall cover the entire undivided such
interest of The assslgnor or geller, it being the intention of this
| provision to maintain the unit 6wn@rship; &evelapmentg and opera-
tion of The project and the lands covered hereunder. The sale of
& lesser inlerest Than seller's sald entire undivided interest
or any transfer other than by sale as aforesaid of tne wh@le or
part of a party's interest may be made only upon securing the
prior written @@nsent.@f the @ther party hereto, and any attempted
transfer in violtion hereof shall be vold.

Hé‘éssigﬂm@nt of any Interest shall become effective or be

binding upon the Opevrator until the first day of the zecond calendar
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month following &héc'in which the asslgnor or assignee shall

have furnished the Oparatar.with an execubed or photostatic copy
therecf, %together with the proper post office address of assignee,
Any interest assigned shall be subject to the terms of this Agree-
meht, and any assignment of interest, whether it be eXpressly so
Qstated or not, shall operate to impose upon the assignee the
propertionateApart or share of any unpald obligations theretofore
chargeable hereunder to.sald assigned 1nte:est, and shall operate
to make such assighee a party hereto from the effective date of
such asalgnment, in placs of the assignor and liable thersafter

in place of the assignor for the performance of all obligations
heréunder on the asslgnor's part to be performed (including the
terms of this Seetion 13 which shall continue to apply te each
assignee) but such assignment shall not operate to relieve the
asaignéd intereat or the assignor from any liability or obligation
which accrued prior to the'effective date of sugh assigoment, and
such assignor shall continue 11&&1@, jointly and severally with
Such assignee, for such last mentioned accruals.

In the event that either party hereto recelives a bona fide
offer in lawful money of the United States, which 1%t is willing
to accept for the purchase of its @Wn@?éhip interest in the project,
from a person, firm, or corporation ready, willing, and able to
purchase same, the party recelving such offer shall immedlately
give written notice thereof to the other party herebo, including

in sald notice the name and address of the offeror, the price
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offered, and all‘oth@r pertinent terﬁs and conditions of the
offer. The other party hereto, Ffor a peried of thirty (30)
days following receipt of sald notlice, shall have the prior
and preferred right and option %o purchase the selling party's
interest at the price and according teo the terms and conditions
specifled in sald offer and may ezercise such right by giving
written notice to the selling party within said 30-day period.
If, however, such right and optlon 1is not exercised by giving
written notice thereof within said thirty (30) days after the
recelpt of the above-mentioned notlice, the party receiving said
offer may accept same énd camplete'said sale to the offeror
in accordance with said offer within sixty (60) days after the
expiration of sald 30-day perlod; provided, that if the selling
party fails to accept sald offer or to complete said sale within
said 60-day period, the preferred right and option of bthe other
party hersunder shall be considered as revived and the party
which received said offer shall not complete said sale to said
offeror unlegs and until sald offer ﬁas again been presented to
the other party hereto, as h@f@im&b@%@ provided, and said other
party has again falled %o elect to purchase on the terms and con-
_ ditions of sald offer,

There éhall be no preferential right to purchase in those
cases where elther party wlshes to dispose of 1its interest by

merger, reorganlzation, conscllidation, or sale of all 1ts assets,
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or a sale or transfsr of 1ts interest to a subsidiary or parent
company, or subsldiary of a parent company, or ©o any company
in which either party hereto cwns a majority of the stock,
where the transferee assumes the obligatione hereunder of such

party and thereby becomes a party to this Agreement: and in any

such case there shall not be appllicable thereto the foregoing
requirementz that the transfer of interest shall be only by sale

and in consideration of lawful money of the United States.

14, Insurance
Operator shall at all times comply with the requlrements

and maintain full coverage under the applicable Workmen's

’ Compensation and/or Employer's Liability Laws of the State of

Arizona and all costs applicable to the coverage and the pro-
tection provided th@r@by‘shall constitute a part of costs of
operatlons and shall be charged to the joint account,

Cperator shall carry wilth a reputable insurance carrier
general personal Injury and property damage public liabllity
Insurance, naming each of the partles hereto as insured, with
limits of not less than $100,000.00 as to any cne person and
$300,000.00 as to any one accldent, and prapgrty damage insurance
with & limit of not less than $100,000.00 for each accident and
$300,000.00 for any number of accidents.

Cperator ghall also carry with & reputable insurance carrier

automobile public liability insurance, naming each party hereto
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as insured, with limits of not less than $100,000.00 as to
any one person and $300,000.00 as to any one accident, and
autbomoblle pr@perty'damage insurance with 2 1imit of not less
than $25,0@0,0@.f©§ gach accident and premiums therefor shall
be considered as &perating expense dlrect to the applicable
automotive eguipment.

A1l premiums pald for insursnce hereunder shall be charged
to the joint account as provided in the Accounting Procedure,
provided that Operator may, in lieu of carrying the above
specified insurance, elect to be self-insured as to such insur-
ance coverage, and in that event Operator may charge the joint
account an amount egual to the premiums which Operator would
have had to pay in order to obtain the above specifled insurance
and Cperator will bear, without charge @h@r@for t0 the Jjoint
account, any liabilibies which would have been fully compensated

by such insurance had Operator caprried the same.

15. Term _

This Agreement shall terminate upon the fallure of American
Smelting and Refining Company to meet the requirements of Sec-
tion 4 above. Upon such termination all properties contributed
to the project bﬁ the parties hereto shall revert to the con-
tributing party and neither American Smelting and Refining Company
nor Kerr-McGee Corporation shall have any‘furth@r obligation or

1iability hereunder except that Am@rican‘Smelting and Refining
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Company shall remain liable for all‘amounts chargeable to 1%
with'respect to any work completed or contracted for by it on the
sublect properties, and except ﬁhat American Smelting and Refining
Company shall became liable to Kerr-McGee Corporation in the sum
of one dollar payable on demand if the former has performed no
work hereunder on the subject properties.

Arter the Iniltial Exploration Pericod and subject to the
right of withdrawal as herein provided, this Agreement shall
remain in force and effect as to all the lands covered hereby
not abandone@ or surrendered elther: {a&) for and during the term
of any mining lease or leases cévering same and all extensions
and renewals thereof, or (b) for as long as minerald can be mined
at an operating profit from any of the mining claims included
within the project,; whichever period is longer. It is agreed,
however, that such Termination of this Agreement shall net reilsve
any party hereto from any liability which has accrued or atbtached
prior to the date of such terminatlon,

Except as otherwise provided in Section 12 and the first
paragraph of this Ssgtlion 15, terminatign 0£_thi$ Agreement for
any cause shall not affect or impalr the respective undivided
cﬁnership interests of the parties as they may exist at the time
of such termination, in Said Lands and all property located thereon
or otherwise belonging to the project.

Upon termination of thls Agreement, and the partles retalining
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thelr interests 1n the project on such termination, the Operator
shall provide for the salvaging, liquidation, and other distribu-
tion of assets and properties in accordance with the interests

of the parties hereto at that btime.

16. Disposition of Production

Each of the parties hereto shall have the right %o take in
kind or separately dlspose of its proportionate share of all ores
and/or minerals produced from Sald Lands. Any extra expendlture
incurred by reason of the takling in kind or separate disposition
by any party of its proportionate share of the érea and/or minerals
so produced shall be borne by such party, and such party shall be
" required to construct, operate, and maintain, all at its own
expense, any and all facilities which may be n@ceasary to recelve,
store and dispose of its share of production at the rate it 1is
produced.' In the event Non-Operator shall a1l to make the arrange-
ments necéssaﬁy to take in kind or separabtely dispose of its pro-
porticnate share of sald ores and/or minerals, Operator shall have
the right, subject to revocation at will by Qon=®p@rat©r, te pur-
chase for its own account or sell to others such share at not less
than the market price prevailing in the area and not less than the
price which Operator receives for its own share of the ores and/or
minerals produced; provided that contracts of sale executed by
Uperator Tor N@né@@erator“s share of ore and/cr minerals produced

shall be only for such reasonable perlods of time a3 are consigtent
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with the minimum needs of the industry under the circumstances,
but in no event shall any such conbract be for a pariod in excess
of one ysar. ‘

Ir Nonacperat@r is not.taking its share of such eres and/or
minerals in kind, any proceeds recelved by @peratdr for Non=
Operator snall.be distributed or accounted for monthly ¥o such
party; provided, hoﬁever, that Operator shall be entitled to re-
tain and apply any proceeds of preduction accrulng to Non-Operator
on any unsatisfled expenses chargeable against Non-Operator as

herein provided.

17. Taxes
Operator shallnpay, as the same become due and payable,

all taxes 1évied or assezsed agalnst salid jointly owned minihg

préperty, and the pr@ducti@n‘therefr@m, and against all personal

property acquired in operatians hereunder including but n@ﬁ limited

to ad valorem, production, severance, seles, use, and like %taxes,

Non-Operator shall reimburse Operator for 1is proportionate part

of the total taxes'a@ pald and the expenses incurred in comnection

with the rendériﬁg and payment'thereaf in accordance with the

Accounting Procedure.

18. Rentals, Advance Royaltles, end Assessment Work
After the Iniftlal Exploration Period, Operator shall pay any

and all rentals, delay rentals, advanee royalbies, royalties,
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payments out of production and other obligations which may become
due and payable under and by virtue of the mining leases, option
agreements, and other agreements affecting said jointly owned
mining property and shall charge the Joint account.

Operator agrees to establish good and customary practices
In the matbter of processing said payments, but as stated in Section
10 hereof and without limiting the generality of the limitation of
liability of QOperator therein stated, Opefator shall n@t'b@ e
gponsible on account of failure to pay any such payment or for
any error in said payment, If such failure or error should be the
result of any clerical mistake, error or oversigh®; or any failure
of the malls or other means of transmission of the payment or by

reason of any cause beyond its control.
Operator agrees to do and perfoim or cause to be done and

perforined, within the time reguired by law, the annual labor or
assessment work on or for the beneflt of the unpatented mining
claims herelnbefore described, necesaary to comply with the law
of the United States and the Stabte of Arizona, and upon completion
of the annual labor for any particular year, (Operator shall record
within the requ%ggghstatut@ry period, an affidavit showling sald
work o have been performed. Operator shall charge Non-Operator
for its proportionate share of the cost of all agsessment work
performed after the Initial Exploration Period.

It is understood that if this Agreement 1s terminated as to
any claim at any time prior to ninety (90) days previous to ex-

piration of the then existing annual labor year. Operator shall
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be relieved from doing the assessment work for that claim For that
annual labor year. So long as an exempbtion of annual labor or
assessment work is aubthorized by law, Cperabor, may, at its option,
file such notice or claim for exemption as may be required by law
for all or any part of sald mining claims for and on behalf of

and in the name of Non=0perator,_and Non-Operator does hereby

appoint Operator its agent for that purpose.

19. Operator's Lien

Nen-Operator hereby graﬁts to Operator a lien upon its re-
spective‘interest in the project together with the Jjointly owned
egquipment and other pr@perfy and its interest in all production
a8 security for payment of custs chargeable to it, together with
any interest payable thereqn. Operator shall have the right to .
bring any action at law or in equity to enforce colketion of such
indebtedness with or without foreclosure of such lien., In addi-
tion, upon default by Non-Operator in the payment of costs charge-
able to 1t, Cperator shall have the right to collect and receive
from the purchaser or purchasers thereof the proceeds of Non-
Cperator's share of production, up to the amount owing by Non-
Operator plus interest at the rate of seven per cent (7%) per
amum until paid; each such purchaser shall be entitled to rely
. on Opéraﬁorés statement concerning the existence and amount of

any such default.
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20. Change of Operator

Operator may resign from 1ts duties and obligatibns at any
time upon written notice of not less than 180 days given %o
Non-Operator. If Operatur (1) shall become bankrupt or (2) should
transfer its interest in the project {(which requires compllance
with requirements of Sectlon 13 hereof), it shall cease to be
Operator and Non-Operator shall become Operator without need of
any further action; provided, however, that In the event of a trans-
fer of the Operator's interest in the project made in comnection
wilth a corporate re=arg&nization, consolidation or merger or made
to & wholly-owned subsidiary or parent company, the transferee
of the Operator shall assume the position of Operator.

Subject to the foregoing, if American Smelting and Refining
Company ceases to be the 1n1tial Gperator hereunder or if at any
time while acting as initial Operator hereunder, through transfer
or dilution pursguant to the terms hereéf, the interest of American
Smelting and Refining Company sta@ed in terms of percentage in
the project should be reduced to something less than that of Kerr-
McGee corp@rat;@ng other than in connection with a corporate re-
organization, consollidation, merger or transfer to a wholly-owned
subsidiary or parent company, then in that event XKerr-McGee
Corporation shall assume the position of Operator.

The Operator, upon ceasing to act in such capaclity, shall

deliver to 1ts successor The cugtody of all of the asgets, recopds,
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books and other property, both real and personal, of the Project.
A successor Operator, duly appointed in accordance with this
Agreement, shall assume the respon&ibilities‘and duties of, and
shall have the rights granted to, the Operator pursuvant to this

Agreement.

21. Relatlonship of the Parties

The ownershilp of the parties in the Said Lands and
all other property, real and perscnal, located there@n or be-
longing to the project hereunder, shall be and is as tenants in
common, and the iiability of the parties shall be several and
net Joint or collective. It is not the purpose or inbtention of
this Agreement to cireabe, and same shall never be construed as
creating, a joint venture, mining partnershlp, ccmmercial partner-
ship, or other partnership relations. Each party shall bz re-
speﬁaibl@ only for its obligations as herein set forth and shall
be ligble only for its proportiocnate gharé of the cost of explor-
ing, developling and operating Said Lands.

Each of the parties hereto elécta to bé-excluded frqﬁ
- the applicéti@n of all of the provisgions of Sub=Chapter X of Chapter
1 of Subtitle A of the Internal Revenue Cecde of 1954, and Operator
is hereby directed, and hereby agrees, to file such elegetion with
appropriate partnership returns for the first year in which this

Agreement is in effect.
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22, Laws and Regulations and Force Majeure

This Agreement shall be subject %o all valid applicable laws
and official rules and rvegulations, and in the event this Agree-
ment orp any of the provislons hereof, or the operations contemplated
hereby, are found to be inconsistent with or contrary to any such
valid laws or official rules or regulations, the latter shall be
deemed to conbrol, and this Agreement shall be regarded 28 modi-
fied accordingly, and, as so modified, to conbinue in full force
and effect.

In the event of Operator being rendered unable wholly or In
part, by force majeure, to carry out its obligations under this
Agreementbntner than to make payment of amounts due hereunder,
1t is agreed that the obligations of the Operstor so far as they
are affected by such force majeure shall be suspended during the
contiinuance of any liability so caused, but for no longer period,
and such cause, so far as it may be done by means normally employed
in performance and at comparable expense, shall be remedied with
all reasonable dispatch. |

The term "force majeure”, as employed herein, shall mean
Acts of God, st§ikes, lock~outs, or other industrial disturbances,
unavoldable accidents, unconbtrollable delays in transportation,
inabillty to cbtain necessary materlals in open market, any state
or federal laws or regulations, or other matters beyond the reason-
able control of the Operator, whether similar to matters herein

specifically enumerated, or not, provided, however, that performance
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shall be resumed within a reasonable time after such cause has
been removed; and provided, further, that the Operator shall not
be regquired against ité will, to adjust any labor dispute or to
question The walidity of or to refrain from Judiclally testing
the validity of any state or federal order, regulation, or law,
This Agreement shall not terminate because perfermance hereunder
is prevented or delayéd by reasqnlaf any cause provided in this

parsgraph.

23, Notices
All notices hereunder shall be in writing. For the purpose

of receiving notices as required by this Agreement, the parties
degignate the following addresses:

American Smelting and Refining Company

P. 0. Box 5795

Tucson, Arizona 85716
with copy to:

Amerlcan Smelting and Refining Company

120 Broadway
New ¥York, New York 10005

Kerpr-McGee Corporation
Kerr-McGee Building
Oklahoma City, Oklahoma 73102

These addresses may be changed upon written notice.

24%. Information to Parties: Confidentlality
Operator shall keep Non-Operator informed, at reasonable in-

tervala, of the progress and results of drilling and other explora-
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tory and develcpment work performed hereunder. The parties hereto
agree to treat all data, reports, records and obher information

relating to the Area of Interest as confidential,

25, Furnishing of Data, ete, on Tenmihation.

Each party shall, as soon as possible following termination
pursuant to Section 12 or 15 hereof, complete the discharge of ail
of its proportional share of acerued or outstanding obligat ions
to the other party or Vo third parties invurred under this Agree-
ment and not pr@vigusly‘meﬁ=  Either party, up@n»temmination and
upon discharge of the above mentioned obligations, may, if it so
chooses, quitelaim to the other party its interest in the Said
Lands and any property located thereon or belonging to the Project
or in any portion thereof. Updn termination of tThis Agreement,
each of The parties shall be entitled to all information acquired
under the Project, including coples of all maps, data, and reports
whieh can be r@pm@duced and which have not theretofore been

furﬁishedg

26, Arbitration

in case of any dispubte or difference between the parties,
the same shall be determined oy a&bitratianvproceedings in TucSOn,
ﬂ:izona in accordance wit? the rules of the American Arbitration

Agsociation.
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27. BRemoval of Operator for Cause

In the event of any material breach by Opsrator, Non-Opsrator
may elect %o terminate oéerator”s right o act as such hereunder
oﬁ account thereof, but in such case’H@n~0perator shall first give
to Operator a written notice of its intention so to elect, specify-
ing the particular default or defauits relied upon by it. Operator
‘shall have a reasonable time {(which in any case shall not be less
than ninety days) after receipt of such notiée in which to cure
such specified default or defaults, and if such default or defaults
are cured, there shall be no breach hereunde? with rzepect to such
default or defaults. No walver of and no failure or neglect on '
the part of Non-Operator to give notice of a default or defaults
shall affect any subsequent default or impair Non-Operator's rights
resulting therefrom. If Operator should dizpute that a breach has
occurred, it shall sc advise Non-Operator and the guestion shall be
determined by arbitration as provided in Ssction 26 hereof. If
the decision of the arbitrat@r(a> shall be that Operator was in
breach, then 1t shall have the reasonable time aforesaid after sald
decision within which %o cure the default or defaulés before Non-
Operator may terminate the right of Cperator to act as such hereunder,
and if such default or defauvlts be cured, there shall be no breach

hereunder wWith respect to the aamme .

In the event of such termination of the right to act as Operatorg
the Opefatur ghall be under no further obligation or liabllity here-
under as’ Operator to N@néaperater from and after the date of such
terminatien exceﬁt for 1ts l1iabilities and obligatioﬂé as Operator
already accrued t@.the date of such termlination, such Operator shall
become don-Cperator, the formuer N@nu©perater shall become Operator,

This Saction shall continue applicable %o all successors of Operator.
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28, Headings for Convenience Only

The headings used in this Agreement are for convenience only

and shall be disregarded in construing this Agreement.

29, Miscellaneous

(a) This Agreement, and all the provisions herecf, shall inure
to the benefit of, and be binding upon, not only the parties hereto,
but also thelir respective successors and assigns.

(b} This Agreement shall be executed in two or more copies with

each such executed copy to be considered an original.

IN WITNESS WHEREOF, the parties hereto have duly executed this

Agreement effective as of the date first above set forth.

KERR-McGEE CORPORATION

ATTEST: ;
By . .
Vice Pregident
Secretary
AMERICAN SMELTING AND
REFINING COMPANY
ATTEST .

By

Vice President

Agsistant Secretary



B . .
s . o .
.

STATE OF OKLAHOMA )
s &g.3
COUNTY OF OKLAHOMA )

On the day of ,» A.D,, 1968, personally

appeared before me, s who, being by me

duly sworn, 4id say, that he is a Vice Presldent of KERR-McGEE
CCRPORATION, and that sald instrument was signed in b@h&lf of

sald corporatlon by authority of its by-laws, and saild

acknowledged to me that said corporation

execubed the same.

My Commission Explres:

STATE OF NEW YORK )

s 88.:
COUNTY OF NEW YORK )
On the ___ day of s> A.D., 1968, per-
sonally appeared before me; s who,

being by me duly sworn, did say, that he is the Vice President of
AMERICAN SMELTING AND REPINING COMPANY, and that said instrument
was signed in behalf of said corporation by authority of its by-laws;

and said acknowledged to me that sald

corporaltlon executed the same.

My Commission Expires:




'*'EXHIBIT A

Kerr—McGee Corporatlon and American Smeltlng and Reflnlng Company.
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LR, @
Date of -
Location

Contributor ' Locator Claims

Kerr-McGee 0il

’ Oops No. 3~
- 'Industries, Inc.

thru 5 - .

. +

Kerr-McGee Corporation 1/24/63

Kerr-McGee Corporation:?‘Kerr-McGee pil v.f3/18/65 - Hank 26, 37;
- - : . Industries, Imc. - - .38, 41

‘Kerr-McGee Corporation Keri-McGee 0il  10/19/62 Hank 1-2,

' Industries, Inc.

fKerr-MCGee Corporation Kerr-McGee 0il  1/23/63 - Hank 32 thru 35
- : ' » . . Industries, Inc. e

~

;Kerr-McGee Corporation  Kerr-McGee Oil . 12/2/62<74Terry No. 1

Industries, Inc.

f Contributor Claims

v;j{fpiux'l thru 5,
st 11, 15, 16, 18
: ’FfA123 25

" American Smelting andf Qﬂ:7-,
| Refining Company . = .

?I°*“f;if,f»7°f‘ff %?.E*Tffgfu1 Rockne T

. MINING CIATM LEASES . =

£

| Date of '

Lessor  Instrument Claims

' Contributor

| .
! |

. . Kerr-McGee Corporation Albert Des 6/12/65 . Blue Eagle No.

ooy .7 Saulles et ux -

I e =8 SRR & ':*Z?fy. Old Boy Roger
. Albert Durward TR

i Llnk et uk _ '“ u, Log Cabin

T e

-Recording

Data

Dkt 41

pp 428-430

Dkt 59
pp 175-78

Dkt 39

§-24, 26 28, 30-31lpp 577- 600

Dkt 41 :
pp 431- 434v

Dkt 40
pg 400 |

Recording
Data

“ Recording

Data

" pg 40

Bk, 24

- pg 260

Bk, 27.. -
pg 40 ‘
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< MINING CLAIM LEASES (continued)

‘Contributor

o

" Lessor

Date of

Instrument =

Recording .

Claims:

Date

. st. Lduis

. Darfee

. North Star

Heaveysidé

: “‘ Elmor
”' 'Heaveyside No. 2
- Charlotte

R Cowboy'

."La_Tuna No. 1

~ Red Hawk No. 3

~ Red Hawk No. 1

- Red Hawk No. 7

" Red Hawk No. 6

i: Red Hawk No. 5. .
Red Hawk No. &4

" Red Hawk No. 2

.* 8t, Patrick No. 4

pg 41

Bk. 19 . |

pg 360
Bk. 19

pg. 363 ¢

Bk. 19
pg 361
Bk. 19

‘pg 365

Bk 19
pg 362

Bk. 27

pg 39

Bk 24

pg 258
Dkt 3
pg 181
Dkt 3
pg 184
Dkt 3
pg 182

Dkt 3

pg 188
Dkt 3
g 187

Dkt 3
pg 186

Dkt 3
pg 185
Dkt 3
pg 183

kt 30
pg 506

. I

Bk, 27




wowos o MINING CLATM q"SES (contlnued) -
- . | | R Date of e Recording
Contributor Lessor Instrumentnff Claims : Data __

Kerr-McGee Corporation  Albert Des 6/12/65 - 8t, Patrlck No. 3 Dkt. 30,
et Lo - Saulles et ux’ v ‘ pg 505
: & - Border Slde. Dkt 30
S Albert Durward ' pg 383
R “Link et uxi;‘ Hope No. 1 ~ . Dkt., 30
L E : | - pg 379
K ’S(continued)~ Hope No. 2 Dkt 30
L5 - | ~ pg 380
S . Hope No. 3 - Dkt 30
B ! pg 381
e "~ Hope No. & Dkt 30 .-
i | pg 382
gy Blue Eagle No, 2 Dkt 31
T o ‘ pg 94
o . Blue Eagle No., 3 Dkt 30
S : . pg 507
S Esther Dkt 30
i : pg 508
e ~ South Red Dkt. 30 -
i . Mountain No. 1 pg 348
o ~ South Red Dkt 30
S . Mountain No. 2 pg 349
B ‘South Red Dkt 30
Co Mountain No. 3 pg 350
o ~“South Red Dkt. 30
T - Mountain No. 4 pg 351
D ‘South Red ' Dkt 30
w - Mountain No. 5 pg 352°
A ~ South Red =~ Dkt 30
" ~ Mountain No. 6 pg 353
. i - South Red Dkt 30
: Mountain No. 7 ©pg 354
South Red : Dkt 30
o+ Mountain No. 8 ' pg 355
~ United Verde Dkt 31
= No. 1 pg 91
- United Verde Dkt 31
‘v No. 2 pg 92
"~ United Verde Dkt 31
. No. 5 pg 93

- St. Patrick
" No. 1 .

St. Patrick No. 2
o ¥ R = © United Verde No. &
NI R i S “ United Verde No. 3



C =¥ MIN)G CLAIM LEASES (continuel)
; e g L 'jﬁ

: oy BT ... ‘Date of L " Recording .
v:Contrlbutor LR Lesspr\‘ 'ZInstrumentf.~ Claims - Recgzging5
= e = ' e T
- Kerr-McGee Corporatlon Helen Bohn, 6/12/65 Invincible, ‘aka Bk 27

; Doris K. Slebold - Invincible No. 1- 255
‘Albert Des Saulles . 0 )

- Lime Bank No. 2 Bk 27

| ;  et ux '?aka Inv1nc§ble2’ pg 257 .

: Kerr-McGee'Corporation Albert Des Saulles Lime Bank > Bk 24 .
S : | ' :f: et ux ' 6/12/65 ' g 528
v o ‘Donna Marie Bk 24
| ' pg 610

3 L Lime Bank No. 3 Bk 24

T id : pg 536 |

' Lime Bank No. & Bk 24 .
3 pg 537 .
“Lime Bank No. 5 Bk 24
= _ -~ pg 537 -
- Powder House Bk 24
* : : - pg 543
:.Reed Tunnel Bk 24

v ... pg 542
Iron Bank - Bk 24 -

B .- pg 524

iLKerf-MéGee Corporation Albert Des  '
L U e »fﬂ“‘Saulles,et ux.

+~Ten Grand Dkt 14

Nos. 1-12 . pp 80-91

" Ten Grand Dkt 30

= No. 13-B pg 594

. Ten Grand Nos. . Dkt 30
14-B, 15-B, pp 595-597
and 16-B. -
Ten Grand Nos. Dkt 14
17-30 PP 96~ 109
Ten Grand No, 31 Dkt 14

- Kerr-McGee Corporation '~ W.D. Roper, - 10/10/65

R T A.G, Frost,
cie Gila Investors,

;' Inc.,

s -Marie Roper,
3_H121 Earl Strong, ;
... Rafel Scroggins, .
<", Mary Harris,
ij Leona Lines,
Rodolfo Gabaldon,

- Spencer Hoopes, - pg 110
" Eunice Collins, Ten Grand No. 32 "Dkt 14
,Ruskin Lines, - pg 111
" John Boyd, Ten Grand Nos. - Dkt 14
Gherald Hoopes, 33-40 ~pp 112-119

Ten Grand Nos. Dkt 14
- 41-46 .~ pp 120-125
Ten Grand No. 47 Dkt 30
e D pg 561

“*?giDon\Welker, .
 -.." Grant .Godfrey, .
‘~;;R?Ym9nd'G°dfrey:i




o \“T;‘?~

-Kérr-McGee Corporationf”
. S : ' " Frank Vagquez

Date of

" " Lessor . Imstrument
: Y
e
- James Yanez,

et ux,

’v 'ﬂ1iMa:1in.E.'Widge:  ;’94

- A-6

o//6s

- MHJNG CIATM LEASES (continudl).

Claims '

A"vTén Grand Nos.

48=50
Ten Grand Nos.
51-57 - B

“ Ten Grand Nos.

58-78

| . Ten Grand Nos.

79-84

- Ten Grand Nos.
- 85-88

Ten Grand:Nos.
89-103

Ten Grand Nos.

104-126

127-128
Ten Grand Nos.
129-130

11JTen Grand Nos.
~ 131-136
" Ten Grand Nos.

137-138

Ten Grand Nos.
139-142

Tres Pobres
Nos. 1-8

Ten Grand_No,

143

“Red Castle

1-9 incl.

- .‘Ten Grand Nos.

-~

~ Recording

Data

Dkt 14

pp 127-129
Dkt 14

pp 130-136
DKt . 30ML
PP 540-551
Dkt 25

pp 178-183:
Dkt 30ML

~pp 578-580

Dkt 29

pp 155-169

Dkt 29 -

pp 170-19:

Dkt 29

pp 372-373

Dkt 29

pp 374-375
Dkt 29
pp 376-381
Dkt 30
pp 549-550.
Dkt 38

pp 455-458"

Dktv31
pp 75-82
Dkt 38

| . P8 459

Dkt 30
pp 395-403
. imel.



EXHIBIT "B
ACCOUNTING PROCEDURE
{JOINT OPERATIONS)

I. GENERAL PROVISIONS

1. Definitions

"Joint property" as herein used shall be construed to
mean the subject ares covered by the agreement to which this

"Accounting Procedurs” is attached.

2. Statements and Billings

Operator shall bill Non-Operator on or before the last
day of each meonth fo} its proportionate share of costs and ex-
penditures during the preceding month. Such bills will be accom-
panied by statements, reflectinglthe total costs and charges.
Statements shall ineclude all charges and credits to éhe Joint
account, summarized by aporopriate ¢clagsifications indicative of
the nature thereof, except that charges and'credits to the jJjoint

account for capital expenditures shall be shown in detail.

‘3. Payments by Non-Operator

Eseh party shall pay its proportion of all such bills
within Tifteen (15) days after receipt thereof. If payment is
not made within such time, the unpaid balance shall bear interest

at the rate of seven per cent (7%) per annum until paid.



L, Adjustmenss

Payment of any such bills shall not prejudice the right
of Non-Operator to'protest or questlion the correctness thereof,
SubJject to the exception noted in Paragraph 5 of this Seetion I,
all statements rendered to Non-Operator by Operator during any
calendap year shall conclusively be presumed %o be true and correct
after twenty-four (2%) months follewing the end of any sueh
calendar year, unless within the said twenty-four (2%) month
period Non-Operator takes written exception thereto and makes
claim én Operator for adjustment. No adjustment favorable to
Operator shall be made unless it is made within the same pre-
Scribed period. Failure on the part of Non-Operator to make claim
on Operator for adjustment within such period shall establish the
correeﬁness'there©f and preclude &he filing of excep%ionehth@yeto

- O maklng of claims for adjustment therecn,

5, Awdits
Non-Operator, upon notice in writing to Operator, shall
have the right to audit Operator's accounts and records relating

60 the accounting hereunder for any c@lendar year within the twenty-

four (2#) month period following the end of such calendar year,
provlded; however, that Non~Operator must take written exception
‘%0 and make cisim upon the Operator for all diserepaneies disclosed

by said auwdit within 2aid twenty-four (2&)'month perieod.



IT¥. EXPLORATION, DEVELOPMENT, MINING AND
' OPERATING CHARGES

Subject to limitations hereinafter prescribed, Operator shall

charge the joint account with the following items:

1. Rentals and Royalties

Delay or other yentals, when such rentals are paid by
Cperator for the joint account and are not charged to the con-
tributing party; royalties, when not pald directly to royalty

owners by the purchaser of cres or minerals produced.

2. Labor

A. Sealaries and wages of Operator's employees directly engaged
on or in connectlon with the Jjoint property in the exXploration, de-
velopment, maintenance, mining and operatians thereof, including
salaries or wages pald to geologists, mining enginesers and other
employees who are temporarily assigned to and directly employed on
or in connection with the joint property, prorated for the time
devoted to such worlk, \

B. Operator's c@ét of hqliday, vacatlon, sickness and disabil-
ity benefits, and oth@r‘customary allowances appllcable to the
salries and wages chargeable under paragraphs 2A and 11. These
- cos8ts may be charged on a "when and as paild basis" or by "percentage
aasessment" on the amount of salaries and wages chargeable under
‘paragraphs 2A and 11. If percentage asseSsment is used, the rate
shall bé bazed on the Operator's cost experience.

C. Costs of expenditures or contributions made pursuant to



as&esﬁménﬁﬁ imposed ﬁy gaﬁernmental,aa%h@?iﬁy'whi@h are applic-
able bto Gﬁaraﬁerﬁa iabor cost of salavies and wages as provided

under paragraphs 24 and 11.

3. Employee Benefita

Operator's current cost of established plans for eme
pleyees' group 1ife insurance, hospitalizabien, pension, re-
tir&ménﬁs‘atoak pmrshase;’th?ift, bonus, and other benefit
plans of a'iike nature, applicable %o Operafor’'s labor

coBt.

4, Material _

Material, eguipment, and supplies purchased by Operabtor
for use of the Joint property. So far as 1t is reasonably
practical and consistent withA@ffici@nt and economical operation,
only such material shall be purchased for arAtransférr@d to the
Joint ﬁvgp@rty as may bhe required for prompt use; and theuaceumu-
;gtioﬁ‘of_surplus gtocks shall be avoided unless prudent manage-
ment indlcates otherwisze. No such items of property shall bé_
furnished by Operator but all thereof shall be purchased from

third parties, unless the parties mutually agree obtherwise.

5. Transportation
Transp®rtati@n of employees, equipménn; material and
supplies necessary for exploration, development,“maintenance,

mining and operationsz of the joint property.

B3
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6. Services

A, The copt of contract services and ubtilities procured from
ocutgide sources other than services covered by paragraphs 8 and
12 of this Section II.

B. Use of and sefvice by Operatoris exclusively owned
egquipment and facilitieg as provided in paragraph 5 of Sectilon

III entitled "Operstor’s Exclugively Owned Facilitles.”

7. Damages and Losses to Jolnt Property and Equipment

All costs or expenses necessary to replace or repalr
damages or losses incurred by fire, flood, storm, theft, accident,
or any obther cause whether or not occasicned by gross negligence h
or wilful wrong on the part of the Operator's employees, represent-
atives or agents. COperator shall furnish Non-Operstor written
notice of damages or losses incurred as soon as practicable after

report of the same has been received by Operator.

8. Legal Expense

| All costs and expenses of handling, lnvestigabting and
gettling litigation or claims arising by reason of the Jjoint oper-
atlonsg or necessary to protect or recover the Joint property, in-
cluding, but not limlted to, attorneys! fees, court costs, cost
of lnvestigation or procuring evidence and amounts paid in
Bettlement or satisfaction of any such litigation or e¢laims; pro-
vided, (a) no charge shall be made for the services of Operabor's

legal staff or other regularly employed perscnnel (such services

B-5



being considered o be Administrative Overhead unde? Section IX),
except by agreement with Non-Operator., and (b) no charge shall
be made for the fees and expense of outside attorneys unless the
employment of such attorneys ls agreed to by Operator and Non-

Operator,

9. Taxes
All taxes of every kind and naturse asseséed or levied
vpon or in connection with the properties which are the subject
of this agreement, the production thep@f@gm,or>thg operation
thereof, and which taxes have béenrpaid by the Operator for the

bénefit of the parties he;etoe

10.  Insurence Premiumg
| Premiuma paid for insurance reguired to be carried on

the joint property for the protection @f.the parties; provided

that Operator may, in lleu of carrying the above specified insur-

ance, elect to be self-insured 83 te such insurance coverage, and

in that event Operator may charge the joint account an amount |

equal to the premiums wh;ch Operat or would have had to pay in order

to obtain the above specified insurance and Operabtor will bear,

without charge therefor to the jolnt account, any liabilitigg“which
| would have been full éamﬁeﬁﬂat@d by sueh iﬁsuranée had Operet or

carried the same,




1l. ’Diﬂtrict and Camp Expense (Field Supervision and Camp Expenses)

A pro rata pottion of the salaries and expenses of
Operator's district geologist and other employees serving the
JoinL prooerty and other propertics of the Oparauer in the aame
operating area, whose %time is nok all@cabed direcbly %0 the
groperulesg and a pro rata poralon of the ccat of malntaining
and operating an office known as Operator? 8 Tucson exploration
office (or a comparable office if locatbion changed)a and necessaiy
‘subcfficcs (1f any) ., maintained for the convanience of the above-
described office, and a1l necessary camps , 1nc1uding housing
favrilities for empl@yees if required, used in the conduct of the
op@ratiena on the joint pr@pewty and @ther properules operated
in the same locality. ‘The expense of, less any revenue from,
these facilities should be inclusive of depreciation or a falr
monthly rental in 1ieu'ef depreciation on the investment., Such
' charg@s shall be aﬂp@rslon@d @@ all pr@p@rti@s served on some
equitabie bagis consistent wi@h Operator's accounting practice.

12, Administrative Overhead on E;gl@ratioh; Development and Mining
Cperations

During exploration and‘de#elopment opsrations only,
Operator may charge o She Joint account each moﬁtn ag its in-
~ direct and overhead expense, a sum which shall be equal to 2% of
thé'toﬁal amount of all moneys expended and the costs and expenses
incurred during that month with respeect to all operations and activiw
ties conducted by Operator under and in accordance with the provisions

of this agreement except:

&7



a. Rentals and royaltles as provided for in Section II,

Payragraph 1.

b. All litigation and cilaims and legal expenses as pro-

vided for in Section II, Paragraph 8.

¢. All taxes paid on the mineral interest.

d. All salvage credits.

The above specifiec overhead rate may be amended from time to time
by agreement between Operator and Non-Operator if, in practice, it

is found Go be insuffident or excessive.

In operating the joinﬁ property aftér commerclal produc-
tlon begins, Operator may charge to the joint account each month ,
as 1its indirect and overhead @xpénses for sald month, ten cents
(10¢) per dry sh@rt ton (2,000 pounds} of ore milled; provided,
however, that the total of said charges per calendar year shall
not exceed One Hundred and Fifty Thousand Dollars ($150,000).
This charge for indirect and overhead expense shall be in lieu
of'ahy charge %o the joint account for any part of the compensa-
tion or salaries'paid to officers of Oyeratqr, to accounting and
purchasing personnel in Operator's headquirter's office or &o any
other personnel In the service departments of Operator's head-
quérter"s office; 1t béing understood however that travel expense

incurred by any such 0fflicers or headguarter's office personnel

B-8



while on trips made for the benefit of or on business of the joint
account and/or the joint properﬁy shéll be fully reimbursable to
Operator as a direct expense incurred in the operation of the
Joint property. It shall also be in lieu of any charge to the
Joint account for any part of the cost of1maintaining and operat-
ing Operator's headquarter's office or for any part of the cost
{other éhan travel expemnses incurred) of legal services of a
routine nature, not involﬁing claims or litigation, performed by

Operator's legal department (or by counsel generally retained by

Operator) at its headguarter®s office. In this connection, it is
noted that Operator's headguarter's office is located at New York
City, New York, and references in this Exhibit B to Operator's

headguarter’s office shall mean Operator’s said New York office.

13. CQOther Expenditures

Any expenditures, other than expenditures which are covered
and dealt with by the foregoing provisions incurred by the Operator L
for the necessary and proper exploratlon, development, maintenance,

mining and operation of the Joint property.

ITI. BASIS OF CHARGES TO JOINT ACCOUNT

1. Purchases

Material and equipment purchased and service procured shall

be charged o the joint account when purchased or paid for and at thé

‘price paid by Operator after deduction of all discounts actually

received,
. B-9
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2. DMaterial Furnished by Operabor

‘Material required for opeéeraitions shall be purchased
fdr direct charge To Joint account whenever practlcable and

Operator shall not furnish such material from Operabor's stocks

without prior approval of the terms thereof by Non-Operator.

3. Operator’s Exclusively Owned Facilities

The following'rates shall apply to service rendered to

the Joint account by facilltles owned exclusively by Operator:

A. Water, fuel, power, compressor and other auxiiiary services
ét rates commensurate with cost of providing and furnishing such
gervice to the Joint account but not exceeding rates currently

prevalling in the field where the joint property 1s located.

B, Automotive eéuipment at rates commensurabte with cost of
ownership and operation. Automotive rates ghall include cost of
01l, gas, vepairs, insurance, and other eperatiﬁg expense and
depreciation; and charges shall be based on use in actuallservice
ocn, or in connection with, the joint account operations. Truck

and tractor rates-may include wages and expenses of driver.

C. A féir rate sﬁall be chavged for the use of Operator's fully
. owned maéhinery or equipment which shall be ampie to cover malnten-
ance, repairs, depreciation, and the service furnished the Joint
property; provided that suech charges shall nobt exceed those currently
prevailling in the area where thé jgint~properﬁy 1s located.

1
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D. A falr rate shall be charged for laboratoryservices per-
formed by Operator for the benefit of the joint account, provided
such chafges shall not exceed those currently prevailing if per-

formed by ocutside service laboratories.

E. Whenever requested, Operator shall inform Non-Operator in

advance of the rates 1t proposes te charge.

F. Rates shéll be revised and adjusted from time to time when

found to be either excessive or insufficient.

IV. DISPOSAL OF EQUIPMENT AND MATERIAL

The disposition of major items of surplus material shall be
subject ﬁc mutual determination by the parties hereto; previded
Operator shall have the right to dispose of normal accumulations
of Junk and scrap material either by transfer or sale from the

joint property.

V. INVENTORIES

1. Perilodic Inventories, Nobtice and Representations

At reasonable intervals, inventories shall be taken by
Operator of the Jjoint account material, which shall include all

such material as 18 ordinarily considered controllable by operators

of mining properties. Written notice of intention to take
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inventory shall be given by COperator at least thirty (30) dayé
before any inventory is to begin so that Non-Operator may be
représented when an inventory is taken. Failure of Non-Operator
to be represented’at an inventory shall bind Non-Operator to
accept the inventory taken by Operator, who shall in that event

furnish Non-Operabor with a copy thersof.

2. Special Inventoriles

Speclal inventories may be taken, st the expense of the
purchaser, whenever there is any sale or change of interest int
the jolnt property; and 1t shall be the duty of the party selling
to notlfy all other parties hereto as gulckly as possible after
the transfer of interest takes placea In such case, both the
seller and thé purchaser shall be represented and shall be

governed by the invenftory so taken.
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AMERItAﬁ SHELT!NG AND REF!N!NG CGNRANY
Tucson Arizona

Septamber 5, 1968

"d.d. Colling, Chief Geologist,
"ASARCO - New York Office

Red Mountain. ‘Kerr=McGae Joint Venture
Santa Cruz County, Arizona

Dear Sir:

Encliosed ﬁ!th Mr. Bowditch's comments are two coples of the
proposed Asarco-Kerr-McGee operating agreement on the latter's Red
Mountain property !neated naar Patagonta, Arizona.

The terms of this contract were outlined and the exploration
possibilities discussed in Mr. Saegart's Yettars of July 30 and
August 5.

In brief, Asarco may acquire a 60% Interest by spending $453 000
over a period of 3 years. The [nitial rlsk !nvolves the expenditure
of $120,000 during the first yesr.

The exploration oquetive wotild be the Paleozoic ltmestones
which may unconformably underlie the alteréd and mineralized volcanics
and Intrusive porphyries of Red Mountain. This unconformity was first
recognized in the Flux area, one mile SW, and later In the Hardshell
area, & miles southerly, where the limestones underly!ng volcanics
contaln extensive silver mineralization. -

In view of the Iagﬂf'autant of the Red Mountain alteration zone
containing low grade but pervasive primary cnpper mineralization, the
llm?stones at depth, i they exist. represent a substantial ore poten-
tia , _

It Is recommended ihéi: the terms of tiife‘unclosed agreement be
approved and & mining authorization In the amount of $125,000 be
requestod.

Yours very truly,

o J.H. Courtright
JHC: 1zb :
Encl.
¢¢:  KvdSteinen

WESaegart

§iBowdltch



BTO:,:h:Mr; Js’H;'ﬁOUftrTght:d’
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‘ " AMERICAN SMELTING AND REF INING COMPANY et SEP 35— 1968
. Tucson BRI S Arlzona, VR

Auéug;&?o;f 1968 .

.,;\'

‘ Proposed Kerr McGee J0|nt Venture.*
[?-Red Mountain
ey 5anta Cruz County, Arlzona

In his letter of August 5 to Mr. Pollock Mr. Saegart omtllned the'bi
terms of the’ proposéd Joint Venture agreement with Kerr-McGee in the Red
Mountain area near Patagonia, and stated that Kerr-McGee wou]d prepare a
draft. of ‘the proposed agreement.

Th|s has now been done, and 1 atta- hree copies to this memorandum,

" so that you can send two to New York: for study and suggestions there,” While

longer and more detailed than most of the joint-venture agreements which |
have seen that have been prepared in New York lately, it follows' the same '
general princnpals,~and in many cases uses nearly ldentlcal language.ﬁs

;the follownng comment5° _

1) Asarco is of course a New Jersey corporatlon (page 1).

'iZ)v I wonder if the dlstlnctlon between I'%Exploratlon" and
. "Development!® (page 2) is necessary, and, if so, if it
gorresponds to the deflnltlon of the Internal Revenue Servnce.

0 3) . There is no SpeCIfIC mentlon of "or|g|nal plant" “beglnnlng
: of operatlons" and provnsuon For worklng capital, as |n our
Hecla agreement.‘ :

L) “In Artlcle 13 - Transfer of Interest (page 11) there is a
provision that no transfer of ‘interest shall be made nother SRR
Jthan for Tawful money”, yet, ]ater, mergers, transfers to . S
sub5|d|ar|es, etc,, aré mentloned This, of course, does not . ’
necessarlly involve cash Should this be clarnfned? ' )

5) In Artlcle 14 - lnsurance (page 12), there is prOVston that
" insurance premiums are chargeable to the JOlnt ‘account, *
Should. this. be amplified to. state that premiums during the
-Initial Exploratlon Period are a legltlmate part of ASARCO's
expense?

6) . In Artlcle 16 - DlspOSItlon of Product|on (page lh) ‘there is
- 'no mention of sale to an Asarco smelter and the usual protectlon
we' proV|de our partners |n such cases. :




7)

8)

9)

SiB:kc

on pagé’f6, firgt'li

.

P

itjisit should. be !

In Article 23 - Notices (page 20) possibly the Tucson

and New York addressgs'Qf‘Asar;o,should‘be reversed in order,

In the Accounting Procedure Appendix - Exhibit “B" -
Section 12 on page 6 provides for an "overhead" charge

of 2% of expenses during the exploration period, with
later overhead charges to be negotiated, New York might
prefer a higher percentage, and particularly to spell out
the percentage to be used after the exploration period, at

this timey o ’ . B i
A 9 Dol

. S. 1. Bowditch

Attachment : R ' | E
cc: WESaegart, w/att.
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AMERICAN SMELTING AND REFINING COMPANY
Tucson _ Arizona CAUG 19 1968

August 5, 1968

Mr. C.P. Pollock

American Smelting and Refining Co.
120 Broadway

New York, New York 10005

PROPOSED KERR-McGEE JOINT VENTURE,
SANTA CRUZ COUNTY, ARIZONA

Dear:Sir:

This is in reference to my letter to Mr. J.J. Collins dated July 30
and our telephone conversation of August Ist concerning the subject Joint
Venture. The possibilities of an Asarco Kerr-McGee Joint Venture at Red
Mountain have been further explored with Messrs. Zeb Jones and Russel
. Korn, local representatives of Kerr-McGee.

A Joint Venture incérporating the terms as prescribed below, has
been verbally authorized by Kerr-McGee's principal office in Oklahoma City.,

PROPOSED RED MOUNTAIN JOINT VENTURE TERMS:

Kerr-McGee's exploration expenditures to date total $300,000. With an
expenditure of $450,000 Asarco would earn a 60% equity in the property,
with Kerr-McGee retaining a minority 40% equity. Asarco could earn this
equity over a .three year exploration period by making the following
expenditures: ’

1St YeaAr.eresseoeovsasesovoncsannes $100,000 or more
2nd year..eeeece.. heseaenenansen ...5100,000 or more
3rd YeaAl...eweeeeeorenaeans eee.....Balance of $450,000 total expenditure.

We would have the right to terminate the agreement any time during the
three year exploration period with a 30 day written notice providing that
the minimum exploration commitment for that year had been satisfied.

f

The annual rentals for the 215 claims under lease-option to Kerr-McGee
total approximately $30,000. Asarco would be obligated ‘to pay 60% of these
rentals during each year that the Joint Venture is in effect.

During the three year exploration period, Asarco would be responsible
for the performance and recordation of assessment work on all of the claims
included in the Joint Venture agreement. These would include 130 Kerr-McGee
focations, 215 claims on which Kerr-McGee holds valid lease-options and 12
Asarco locations which comprise the balance of our Flux property. Prior to this



Mr. C.P. Pollock -2- | August 5, 1968

Joint Venture proposal by Kerr-McGee, the Southwestern Mining Department
and the Southwestern Exploration Department had jointly decided to abandon
the remaining Flux claims. Since they are contiguous with the Kerr-McGee
property and since the Joint Venture minimum exploration commitments are
more than adequate to complete the assessment work requirements, we have
incorporated the Flux claims into the Joint Venture property.

Following the $450,000 expenditure by Asarco during the exploration
period, expenditures for exploration, property or development would be
shared by Asarco and Kerr-McGee on a 60-40 basis. Profits of course would
also be divided with the same percentages. ~

The agreement would include a provision whereby property acquired or
located by either company within the immediate vicinity of the existing
claim groups would automatically be subject to the terms of the Joint
Venture agreement. The area which would be affected by this provision
would include all of sections 7, 8, 9, 10, 15, 16, 17, 18, 19, 20, 21, 22,
27, 28, 29, 30, 31, 32, 33 and 34 in T22S5, RI16E and all of sections 12,
13, 24, 25, and 36 in T22S, RI5E. If the Joint Venture continues beyond
the three year exploration phase, the two companys by mutual agreement
could reduce the acreage included in this provision.

A draft agreement Incorporating the Joint Venture provisions described
herein is to be prepared by Kerr-McGee for Asarco's preliminary examination.
This draft will be forwarded to you together with our comments and recom-
mendations.

Very truly yours,

[v.£ <G AN
W.E. $aegart -

WES:1zb

cc: JHCourtright <&l
S1Bowditch
JEKinnison
3

9
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August 5, 1968

HMr. C.P. Pollock

American Smelting and Refining Co.-
120 Broadway

Mew York, New York 10005

PROPOSED KERR-Mch E" JOENT VCH?”QE
SANTA CRUZ COUMTY, ARIZOMA

Dear Sif'

This is in raference to my letter to Mr. J,d, Collins dated July 30
and our telephons conversation of August Ist concerning the subject Joint
Venture. The possibilities of an Asarco Kerr-McGee Joint Venture at Red
Mountain have been further explored with Messrs. Zeb Jones and Russel
Korn, local representatives of Kerr-McGee.

A Joint Venture Incorporating the'terms as prescribed below, has
been verbally authorized by Herr-McGee's principal office in Oklahcma City.

PRGPOSED RED MOUNTAIN JOINT VENTURE TLRMS:

Kerr-MeGea's exploration expenditures to date total $300,000. With an
expenditure of $450,000 Asarco would sarn a 60% equity in the property,
with Kerr-McGee retaining a minority 40% equity. Asarco could earn this
eguity over a2 three year explorstion period by making the following
expenditures:

‘St y‘:ar. S 8 3 8 &2 P UGN I NS AR RSN S!OO ODG Or more
znd Ypar.lOl..lﬁul..l'l.l.l.l'.'l'.$1oo 0\0 D’ mDrD
3rd year...,.......................Ba}ance of $450,000 total expenditure.

We would have ths right to terminate the agreament any time during the
three vear exploration pariod with a 30 day written rotice providing that
the minimum exploration commitment for that year had been satisfied.

The annuzl rentals for the 215 claims under lease-option to Kerr-icGae
total approximately $30,000. Asarco would be obligated to pay 60% of these
rentals during each year that the Joint Venture Is in effect.

During the thres year exploration period, Aszarco would be responsible
for the performance and recordation of assessment work on all of the claims
included in the Joint Yenture agreemznt. These would include 130 Kerr-Mcfice
locations, 215 claims on whibh Kerr-McGee holds valid lease-options and 12

‘Asarco locations which comprise the balance of our Flux property. Prior to this

—_ - . i
- -~
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Joint Venture proposal by Kerr-McGee, the Southwsstern Mining Department .
and the Southwestern Exploration Department had jointly decided to abandon
the remaining Flux claims. Since they are contiguous with the Kerr-McCea
property and since the Joint Venture minimum exploration commitments ars
more than adequate to complete the assessment work requirements, we have
incorporated the Flux claims into the Joint Venture property.

Following the $450,000 expendlture by Asarco during the exploration
period, expenditures for exploration, property or development would be -
shared by Asarco and Kerr-}cGee on a 60-40 basis. Profits of course would
also be divided with the same percentages, '

The agreement would include a provision whereby property acquirad or
located by elther company within the immediate vicinity of the existing
claim groups would automatically be subject to the terms of the Joint
Venture agreement, The area which would be affected by this provision
would include all of sections 7, 8, 9, 10, 15, 16, 17,18, 19, 20, 21, 22,
27,-28, 29, 30, 31, 32, 323 and 34 in T225, RISE znd all of sections 12,
13, 24, 25, and 35 in T225, RI5SE. if the Joint Venturs continues beyond
the three year exploration phase, the two companys by mutual sgreement
could reduce the acreage included in this provision,

A draft agreement incorporating the Joint Yenture provisions described
herein is tc be prepared by Kerr-Mcfee for Asarco's preliminzry sxamination,
This draft w:il Lie forwardsd to you together with cur comneats aml recom~ .
mendations,

Very truly yours;

WES:lzb

ce:  JHCourtright
SiBowditch
JEKInnisen
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AMERICAN SMELTING AND REFINING COMPANY
Tucson : Arlzong : o
July 30, 1968 > J.H. C. :

, AUG 19 1968
: Hr. John J. Collins, Chief Geologlst : B
L . ASARCO = New York Office

Red Mountaln - Kerr<McGee Hng. Co.
Sants Cruz County, Arlzona

Pear Sir:

The local exploration staff of KerreMcGee have proposed & Jolnt
exploration program for a deep driiling test of their Red Mountain property
near Patagonia in Santa Cruz County, Arizona., Kerr-McGes has been drilling
In this area for a number of years In &n effort to develop copper reservas
in the siliceous rocks which are locally exposad. This exsloration has
defined large tonnages of 0.2% copper (primary). In addition, they have
developed & thin enriched chalcocite blenket underlying a rather thick
teached zone. The net result Is a relatively small tonnage of ore In the
enriched zone end a large waste to ore ratlo which inhlbits exploitation.

The Kerr-iclice geologlsts have provided us complete data covering
thelr Red Hountain exploration to date. This Information has besn evaluated
and summarized In the sattached memorendum from J, E. Kinnlson., The

' exploration objective for a jolnt exploration program, as suggested by
Kerr=lcGea, would be to test for better mlinerallzation in the palsozole
carborate sequence whlich may underlie the area.

The Flux Mine is located 8 llttie more than a mlle southwsst of the
area containing Kerr-McGee's extensive drilling, Cretaceous sediments in
the Flux Hine ares dip stespiy to the southwest and are unconformably
overizin by tertiary volcanles which dip gently to the northeast. As shown
on the diagrammatic section accompanying Hr. Kinnison's memo, this
unconformity dips beneath Kerre-McGee Red Mountain prospect area. Paleczole
limastones should therefore exlist benesath the unconformity within the large
area of hydrothermal alteration In the exposed silicecus voleanie and
fntrusive rocks. :

The depth to the uncenformity surface In the Red Mountaln area
cannot be accurately predlcted. We would hope that these underlying rocks
could be intersected at depths between 2500° and 3506° in drill holes located
between Red Mountain and Alum Guich.

This preposal represents exploration in the ‘'ieng shot" category
because the propossd terget Is only inferred to exist through geslogical
projection and because of the depth involved., On the positive side, the
Red HMountaln area exhibits & vary large zone of pervesive alteration and
mingrallzation. |f the carbonate rocks underlie this zone within reasonable
depths they weuld constitute a favorable environment for ore grade concentra-
tions of chalcopyrite.



Hr. Collins, | o2 ' 7-30=-68
fead Mtn. = Kerr<dcGee

The KerrelcGes Red Hountaln proparty conslsts of 130 Kerr-NeSee
locatliens and 215 clalms on which they hold lesse-options. Ths leasses
carry 5% net mine value royaltles and annual rentals totalling approxi-
mately $30,000, These leases contaln 10 and 20-ysar options to purchase
(until 1975 and 1983). The total upset price on all 215 claims is approxi~
mately $1,500,000, '

The offer which has baen preposed by Kerr-McGae would permit ASARCO
to obtaln up to a 50% equity Interest or more, depending upon ths extent
of exploration monies expended. To date, Kerr-HcGee has spant between
$200,000 and $300,000 exploring this property. By matching this total,
ASARCO could obtalin a 50% Interest. The Inftial commitment by ASARCO could
be for & lesser amount with proviglons for additional subsegquent expenditures
untll the Kerr-McGee's total is matched. _ )

. In addition tﬁ an exs!erét!an coomi tment, ASARLOD would also be
obligated to share the annual reatal payments on the lessed clalms. The
assessment work for 1968 has slready been completed.

Mr. J. H, Courtricht was present during our fnitial dlscussions with
the local Kerr-McBee staff. He and | both feel that although the risk Is
high the exploration objective offers the possibilities of large rewards,
We believe that two deep holes would constltute & bare minlmum test for the
objectives which have been described above. Hr. Kinnison has plotted
locations (In red) for two holes to test for minsralized sedimants beneath
tha unconformity. The cost of these holes Is estimated at $110,000. One-half
of the 1568 rental payments amounts to epproxlmatsly 515,000, The total
initial commitment then for one year would bs $125,000.

If ASARCO Is interested In @ Joint venture with this general framework
and If you agree that thls exploration cbjectivas Is valld, we will proceed
to draft an agreement with herrcﬂcsee. The basic¢ underiylng data Including
Kerr-Hehee drilling results, surface geochemlcal samplling, mapplng, property
maps and individuasl leass cptuon agreements arg avallable and can be
transmitted In the event ASARCO wishes to becomaz Involved In thls exploration
program, ,

Yours very truly,

WES: lmi W. E. Saegart

encl, :
o

cc: JHCourtright, w/encls
JEKinnlson

..



AHMERICAN SMELTING AND REFINING COMPANY
Tucson Arizona.

July 26, 1968
T0: W. E. Saegart

FROM: J. E. Kinnison

RED MOUNTAIN EXPLORATION
KERR-McGEE, SANTA CRUZ COUNTY, ARIZONA

INTRODUCTI ON

Kerr-McGee, who has been drilling in the subject area for the past
several years, has given us exploration maps and drill logs of Red Mountain,
situated slightly to the northeast of our old Flux Mine. They propose a
joint venture and further drilling. Informal conversation of recent date

‘with their geologist in charge of the southwest, Russell Korn, indicates terms

along the following lines: We could obtain a 50% interest by spending an
amount equal to that which Kerr-McGee has already invested. By exceeding this
amount, we can also obtain a controlling. interest and thereby operating control.

The Red Mountain alteration zone has been known to Asarco for many years.

- The alteration is strong, but appears to be pyritic in its general nature.

The principal area drilled out is confined to the western slope, in and
adjacent to a molybdenum anomaly. Mr. Korn states this area-~ about 6,000 x
3,000 feet-- contains numerous thin quartz stringers and intense sericite
alteration. Kenyon Richard, in his report on the Sunnyside Breccia Pipe area
south of Red Mountain (1951) indicates several very small breccia pipes on the
western slope, although some lie outside of the molybdenum anomaly.

The geologic and topographic features are generalized on the attached
map, with a cross-section though the area of principal interest.

There is a reasonable probabi]fty that Paleozoic limestones.lie beneath

Red Mountain. These limestones might have been better host rocks for mineral-

ization than the volcanics and porphyry above which grade about .2% copper.
Thus, this very low-grade copper might be increased to about .9% copper,
perhaps similar to Mission in grade and tonnage. The point now is one for
management to determine--is Asarco interested in the expensive exploration
required in searcing for possible deep ore--which in this case | estimate to
begin at a depth of 2,500 to 3,500 feet? | should point out that there is no
certainty that the Paleozoic limestones, if found beneath Red Mountain, would
be raised to a grade approaching 1% because of being better host rocks.

| estimate drilling and related costs to be $110.000 for two holes. Also,
we would have to pay part of an annual claim rental, as Mr. Saegart has
discussed in his transmittal statement. :



Mr. Saegart, 2, o 7/26/68

DISCUSSION

Kerr McGee has drilled three deep diamond drill holes which will average
about .2% copper, in various igneous rocks. These holes all were bottomed at
approximately the same depth, which is about 1,000 feet below the elevation
of the town of Patagonia, to the Horth. The majority of their drill holes are
confined to that area within or adjacent to the molybdenum anomaly on the
western slope of Red Mountain. Elsewhere, their holes are in small scattered’

- groups, each group testing a particular area thought by them to represent

better mineralization.

In the deep holes, | see no progresive increase in grade with increasing
depth--which is the proposition put forth to us. There is, however, a quite
different objective in searching for the Paleozoic limestones.

For reference | have used J. H. Courtright's report on the Flux Mine and
Kenyon Richard's report on the Sunnyside areas, both done in 1951.
Mr. Courtright recognized an important unconformity between Pre-ore low-dipping
volcanics near the Flux, and steeply dipping Cretaceous sediments beneath.
This unconformity dips toward, and must lie below, Red Mountain.

As 1| have shown on the attached map with cross section {compiled from
Courtright's data), this unconformity should extend below Red Mountain, although
the depth to it and its actual depth at any location can only be inferred.

The Paleozoic limestones should lie within the alteration zone beneath the
altered volcanics of Red Mountain, and they have not been penetrated by Kerr
McGee's drill holes. These limestones could be better host for primary
mineralization, as they are at Mission and lmperial.

This is a valid exploration objective, but it is inhibited at the very
beginning by the drilling depth required to locate the uncenformity, and
determine what rocks lie beneath it. Taking advantage of topography, | have
selected two principal drill locations and one alternate location, which are
lower at the drill site collar than the collar elevation of the Kerr McGee
deep holes. The depth of drilling which we would have to anticipate lies
between 2,500 to 3,500 feet. | have discussed this with Mr. Wojcik and we
have determined that several methods of drilling are available for these depths
in these rocks, but that all methods average out to about $15 per foot assuming

3,500 feet total depth. This cost includes direct contract cost, water, overhead,

supervision, and other miscellaneous expenses. The technical details will not
be listed at this time.

A simplified tabulation of estimated expense is:

ROAd WOINK vt it i eetineeennsenanseccersennsseees S 1,000
Engineering and geology....cveeeeunnnnnn RN 4,000

Drilling to 3,500 feet, 2 holes ........ ce.se. 105,000

TOTAL $ 110,000



Mr. Saegart, 3, 7/26/68

The uncertainties for this exploration are numerous. The most
critical are as follows:

1. The depth to the unconformity, below which the Paleozoic limestones
would lie is not known, nor can it be confidently projected. Surface mapping
by Mr. Courtright in the Flux Area indicated a dip on this surface of about
50°, but he has pointed out that drill holes, put down many years after his
report, intercepted this unconformity at a more shallow depth than a 50°
projection would indicate, thus  suggesting that the unconformity flattens

-in the direction of Red Mountain. This would be in accordance with the more

shallow dips of the Wieland Canyon andesite, which }s about 20° northeast.
This lower angle of dip is shown in the cross section on the attachment.

2. The Cretaceous section is not well known, at the Flux or anywhere else

in southern Arizona, and we do not know the stratigraphic position of the beds
at the Flux Mine with respect to the base of the Cretaceous. However, the
same thickness is indicated both at the Flux and also near Hardshell. The
outcrops show in the Hardshell group of claims (att.) that the Cretaceous

beds lie on the Paleozoic strata near American Peak, in the southern part of
the claims. : »

3. The entire Paleozoic section, or parts thereof, may have been

removed by intrusive rocks.

4, Unknown faults that could occur anywhere beneath the unconformity.
may duplicate the Cretaceous section in the Red Mountain Area.

5. There is no guarantee that the Paleozoic limestones would have been
more receptive to copper mineralization in the Red Mountain Area. Many
tactite deposits are spotty and low-grade. Our Mission and Imperial ore
bodies are exceptions.

: /
) y /

\ el
T v Zoadn

John E. Kﬁnnisbn
JEK:1ab }
Attachment W/
cc: JHCourtright =gy
WESaegart (2) extra
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