a NEWS
Asarco and Cyprus Amax Improve Terms of Combination
and Invite Phelps Dodge to Negotiate Improved Deal
Announce Payment To Shareholders of $5.00 Per Share Upon Closing
of Two-Way Combination

Denver, CO and New York, NY, August 25, 1999 - Cyprus Amax Minerals
Company (NYSE: CYM) and ASARCO Incorporated (NYSE: AR) today jointly
announced that they have improved the terms of their own combination
transaction. In addition they have written to Phelps Dodge outlining their
willingness to negotiate with Phelps Dodge on terms included in the letter.
According to the letter, Asarco and Cyprus Amax would be willing to proceed with
a three-way combination with Phelps Dodge if its proposed exchange ratios are
increased, if Phelps Dodge fully underwrites the risk of antitrust problems with its
proposal and if the contract terms mirror those of the Asarco/Cyprus contract.
Asarco and Cyprus Amax said the exchange ratios they would require were
.5300 of a Phelps Dodge share for Asarco holders and .4055 of a Phelps Dodge
share for Cyprus Amax holders. The letter to Phelps Dodge is attached.
The two companies also said they have decided to improve the financial terms of
their own combination by including a special payment of $5.00 per share to the
stockholders of the combined Asarco Cyprus Incorporated. The special payment
would be paid to stockholders as soon as possible after consummation of the
merger. Asarco and Cyprus Amax emphasized that they were proceeding with
their two-way combination which, subject to stockholder approval, will close on
September 30, 1999.
Speaking together, Milton H. Ward, Chairman and Chief Executive Officer of
Cyprus Amax and Francis R. McAllister, Chairman and Chief Executive Officer of
Asarco said “Our response to Phelps Dodge evidences our intent to secure the
best value for our shareholders whether through a three way combination
including Phelps Dodge or through consummation of the merger previously
announced. We have presented very simple terms to Phelps Dodge which we
believe recognize the contributions our two companies make to a three way
combination. The proposal previously communicated by Phelps Dodge fails to
reward our stockholders for the values derived from the Asarco Cyprus
transaction. Our proposed exchange ratio gives recognition to the fact that our
shareholders would be contributing approximately 50% of the value of a three
way combination.
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“We intend to move forward to complete our own merger transaction as soon as
possible and as a sign of confidence of our ability to achieve cost reductions of at
least $200 million annually, Asarco Cyprus will make a special payment to
shareholders when the merger closes. This special $5.00 per share payment
reflects the Boards’ and managements’ confidence in their ability to deliver
benefits from the merger. Asarco Cyprus is expected to have in excess of $1
billion in cash at the time of closing and the Boards of both companies have
agreed that Asarco Cyprus will pursue the sale of Cyprus Amax’s investments in
Kinross Gold and its Australian coal holdings and Asarco’s specialty chemicals
business. We would expect the sales to be completed within six months after
closing. Proceeds are expected to approach $1 billion and cash taxes would be
minimized due to tax benefits from the sale of the Kinross shares. Proceeds
would be used to pay down debt and improve the liquidity of the company.”
Messrs. Ward and McAllister stated that they and their respective Boards are
committed to maximizing shareholder value and will continue to do so after the
merger is completed. In order to ensure that Phelps Dodge or any interested
buyer is able to present a bona fide proposal to acquire 100% of the stock of the
Company, during the first 90 days following completion of the merger,
stockholders will have the right to call a meeting to redeem the rights plan. In
addition, change in control provisions in any employment contracts entered into
by the Company will be waived for that same 90 day period.
Actual results may vary materially from any forward-looking statement the
Company makes. Refer to the Cautionary Statement and Risk Factors contained
in Cyprus Amax’s and Asarco’s 1998 Form 10Ks.
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August 25, 1999

Mr. Douglas C. Yearley
Chairman, President and
Chief Executive Officer
Phelps Dodge Corporation
2600 North Central Avenue
Phoenix, AZ 85004-3050
Dear Doug:
We and our respective boards have considered your revised proposal to acquire
our companies. We have the following issues with your proposal:
1. The exchange ratios proposed in your August 20 press release do not allocate
to Cyprus Amax and Asarco holders a fair share of the value created by uniting
their two companies. We are prepared to negotiate a transaction with Phelps
Dodge that would provide our holders with .4055 shares of Phelps Dodge
common stock for each Cyprus Amax share, and .5300 Phelps Dodge shares
for each Asarco share.
2. In order for us to proceed with Phelps Dodge, you must make clear that Phelps
Dodge will undertake all actions necessary to secure regulatory approval for
your proposed transaction including any divestiture or similar action required,
and will provide credible assurances that such regulatory approval will be
forthcoming. The statements in your letters concerning antitrust issues are not
sufficient on this point.
3. You have not proposed a form of contract for your transaction. We would be
prepared to proceed on the basis of representations, warranties and covenants
made by Cyprus Amax and Asarco to each other in their merger agreement,
with similar representations, warranties and covenants made by Phelps Dodge.
4. Your letter did not indicate whether your proposal was subject to due
diligence. A due diligence requirement introduces substantial uncertainty as to
your proposal. We would expect, as part of our effort to close our pending
merger or any potential transaction with you as quickly as possible, that you
would not require any further due diligence with respect to either Cyprus
Amax or Asarco.
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We strongly believe that the combination of Cyprus Amax and Asarco, without
the effect of combining further with Phelps Dodge, provides greater value to
Cyprus Amax and Asarco holders than your August 20 proposal, poses fewer
regulatory issues and can be completed more quickly. Accordingly, we will be
proceeding to present that transaction to our stockholders and to closing on
September 30, 1999. We are prepared, however, to negotiate a transaction that
involves all three companies that satisfies all the foregoing requirements. For your
information, we are attaching to this letter a copy of the press release Asarco and
Cyprus Amax issued today concerning our response to Phelps Dodge. We also
want to advise you that apart from this communication, neither party has waived
any of its legal or other rights, or rights or obligations under our merger
agreement.
Sincerely,

Francis R. McAllister
Chairman and Chief
Executive Officer
ASARCO Incorporated

Milton H. Ward
Chairman, Chief Executive
Officer and President
Cyprus Amax Minerals
Company

