SETTLEMENT AGREEMENT

AGREEMENT entered into this /[ z day of March, 1982
by and between the ARIZONA STATE LAND DEPARTMENT ("SLD") and
CYPRUS MINES CORPORATION ("Cxprus").

RECITALS:

A, ‘On June 8, 1976, SLD conducted Public Auction
Sales of Materials No. 3 (ground watex) on the front steps of
the Yavap?i County Courthousé'in Prescott, Arizona; covering
parcels Nos. 21-29751-08, 21-29761-08, and 21-29763-08. A
copy of the Notice For PublicAAﬁction Sale of Materialé.No. 3

(ground water) is attached as Exhibit A.

B. C}prus was the successful bidder at Public Auction
Sale of Materials No. 3 (ground water), based on its bid of
the appraised value of the waters, $5.00 per acre/foot. Aé a
result, Cyprus became the purchaser under Materials Sales 4
Agreements Nos. 29751, 29761 and 29763 for the waters described
in Exhibit A.

C. A dispute has arisen between the parties over the
duration and cost of the water subject to Exhibit A. As
Exhibit A indicates, the Notice of Public Auction Sale No. 3

(ground water) provided a 13-year term for the water beneath

Parcel No. 21-29751-08; a 20-year texrm for the wéter beneath

pParcel No. 21-29761-08; and a 20-year term for Ehepwater

beneath parcel No. 21-29763-08. SLD wishes to limit the term
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tion of Materials Sales Agreements NOs.

of each of the respective Materials Sales Agreements resulting

from the public auction to a maximum term of ten yearxs. In

addition, SLD claims a right to reappraise the value of the

water underlying those parcels and adjust the purchase price

accordingly. Cyprus is in disagreement with both positions

taken by SLD.

D. In oxder to avoid litigation and its attendant

risks, the parties have concluded it is in the best interests

of each to resolve these two controversies as follows:

COVEMNANTS:

1. The parties agree that Materials Sales Agreements

Hos. 29751, 29761 and 29763 are hereby modified so that each is

for a term of ten years.

2. The parties additionally agree the Materials Sales

Agreements Nos. 297531, 29761 and 29763 are modified so that

beginning February 1, 1982, the price to be paid prospectively

by Cyprus for waters pumped pursuant to each Agreement will be

$25.00 per acre/foot for the balance of the ten-year term of

each of these agreements. There will be no future modification

of the $25.00 per acre/foot price charged to Cyprus.

3. Cyprus and SLD release one another from any and

all claims arising with respect to the dispute about the dura-

29751, 29761 and 29763
and the previously-charged figure of $5.00 per acre/foot.

PDC000132



4. The parties agree that the adjustment of the

purchase price to $25.00 pér acre/foot shall also increase the

minimum annual payment to the SLD. The minimum annual payment

for sale No. 29751 shall be $10,753.53. The minimum annual

payment for sale No. 29761 shall be $7,621.50. The minimum

annual payment for sale No. 29763 shall be $14,920.25.

STATE LAND DEPARTMENT

7 .
DATED:W S’ , 1982

Raberz K. Lahe - 7
Deput¥ State Land Commission

DATED: ?Zw«[\ I7 ,v1982

CYPRUS MINES CORPORATION
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o LLdie 37 A.R.S5., notice is haoraoy - ”‘“'lﬁﬁmlngENT
=, thirough the Arizona State Land Department, hereby or.ors
for sale and will scll at public auction at 10:20 A. k. on Tuwesczv
June 8, 197G, at the front stevs .of the Yavapai County Courthcocusea

in Yrescoti, Arizoun, the rigzht to cxtract, pProcess and remove not
more thanp the osmount of wmaterials, namely jnround water, that may be
Jawfully 1removesd from the following described State lands, to wit:

PARCIL 21-26751-04:3

SWSWHY in Section 17, Township 13 Morth, Range 9 West, C&SRD&M, A
containinyy 10.00 acres, more or less.- The ground waters are appraised
at a net price of $5.C0 pcer acre foot, and improvements claimed by Lo
Cyprus Mines CorporaTion vpon said lands necessary for the -extraction,
removal or use of said waters subject to snle are appraised at
$22,618.00. -Said improvements consist of one wcll,

casings, and pumpgiw-
Paymont due at time of sale $51,021.54 4in cash or éushierfé checkA e
payable to the Arizona State Land Department plus:

A cash deposit of 32,150.68, pnayable in cash, cashier's check, money
order or certified check shall be paid at the time of sza2le for the )
riglit to remove said waters at five dollars($5.00) per acre font for .

a period of thirteen (13) years from and after the date of snale, subject
to the terms and conditions of *he sale, and such highcr rate o
bDe establiched LY the public auctiicn sale thercfor.
shall.be applied in payment of waters removed duxr
yenr period; provided, howaver, thiat any portion of the cash deposit
not credited in payment of waters extracted shall Hhecome the sole
property of the Arizona State Land Department upon termination of
the right to extract sz2id

as may
The cash deposit
ing tne thirte=sn (13)

waters LY reacson 2f any

dafaunlt of the ) :
purchuser. The successiul hidder shall guavanise payments of not less
than $2,150.68 teo the,State Land Department

Z during each year this saler
is in force and effedw. Sucl: minimum guaranteed payidient shall be made

anmpually, irrespzctive of lower withdrawal during any year. The
highest and best nidder shnll be determined on the Lasis of the bidder
wno oflers and poys forthwitlhh the cnsh deposit and payvs not less than
the appraiscd value for 21l facilities presently upon said laands for

. the cxtraction, removal, o©or use of said waters and who offers to.-pay

the highaos=st amount for ground waters to be removed. from ‘the Stiate
. lands described herein. ’ .

“TPARCEL 21-29761-08: R ‘

.o ST T .. -

NWSENW in Scction 1 and SESESE in Section. 11, Township 15 North,
:_ Range g9 West, GLSRILNM, coataining 20.00 acres,-mmore or less . The

gcround waters are appraised at & net price of $5.00 per acre foot,

and improvements cloimed by Cirprus Mines Corporation upon said lands

necessary foir the extraction, removal or use of said

. to sale are auppraised at $104,297.00.,
t+wo wells with casings and pumps. -

e

waters subject
Said improvements consist of

[T

Payment duve at time. of sale $2,

705.66 in cash or cashier's check
payable to the

Arizona State l.and Department plus:

A cuash deposit of $1,524.30, payable in cash, cashier's check, money

¢+ orderiy or certificd check <shall be paid at the time of salce for the

. xight to rcmove said waters at five dollars ($5.00) per acre foot

. ®or a period of twenily (20) yuvars from and after the date »f sale,

+ subjcct to th2a tcorms and conditions of the sale, and suvuch hipgher

T xpte as may Le established LYy the pubilic auction sale therefor. The
cash deporit shall be appliecd in payment of watecrs rcmoved duaring
the tweniy (20) yaar period; provided, however, that any portion of
the cash Goepcsit not arcdited ia Savment of waters extractoed shall
Lecorne the uole preperty of the Arizona ftate Land Departimant upon

PDC000134



PULLIC AUCTION SALE ¥o. &
MATENTALS (GROUND WATER)
Pace 3 of 3

"the date of sale, subject to the terms and condivions of the
ﬁleibnnd zuch higher rzte as wmay be estnablished Ly the public
aucty Q\gnle therefor. The cash deposit shnall be applied in
paymcnt oL waters removced during the fifteen (13) year period;
provided hovweyxer, that any portion of the cash deposit not |
credited in payment of waters extracted shnll become the sole
property of the R}L&onn State Land Department upor terymination

of the right to cxtrﬁct\§nid waters by renson of any defuzult

of the purchaser. The successful bidder shall guarantce paymentis
of not less than $725.85 to the\§ﬁnte I.and Department during each
year this sale is in force and effect.’
payment shall Dbe made annuzlly, irregﬁec}ivc of lowes withdrawal
during any yealr. The hipghest and best bidder shnll be determined
on the basis of the bidder who of fers and piys\forthwith tnhe cas
deposit and pays not less than the appraised vaIUe\for all
facilities presently upon sa2id lands for the extraction,
or use of =zaid waters and who o

for ground waters
herein.
~—————

© If the successful bidder is not the owner of the improvements,
he must pay to the State Land Department ten per cent (10%) of
the appraised value of the impirovements at the time ol the s2ale
and the balance within thirty (30) days. The successful bidder
shall pay two per cent (2%) of the purchase price for the minimum
amount of water to be ecxitracted for contract administration - sale
related expenses, and two per cenwt (2%) of the first two hundred
. fifty thecusand dollars (S250,000) of the appraised value or the
 actunl cost 'of the zppraisal of tihe improvements, whichever 1is
grcéater, pursuant te A.R.S. 37-108 (6b), which 'shall be due 3n cash
. er cashiar's check payable to the Arizona State Land epartment at
the time of sale. < : ’ £ :

Such minimum.guarantced

2 removal,
ffers to pay the highest amount
to be removed from the State lands described

s

If the successiul bidder fails to pav said sum or execute the
=ale documents by said time, the deposit made at the time of

,the award shall be forfeited to the Stute l.and Dzpartrent as
.liquidated damages. . :

“he Arizona State Land Department

reserves the right to reject
2ny and all bids and to awa

rd the sale in the best interest of
the Staote. The successiul purchaser must agrce to indemnify ..
. the State of Arizona and 211 its employees and agencies for zny

"loss they may sustain by reason of unlawful removal of water Irom
‘the premises. : :

The specific indemnity clause is available together with all other -
sale conditions .and documents regarding this sale and may bLe -
obtaincd from the State Land Department, 10624 West Adams Street,
Phoenix, Arizona 85007. o ’ ‘ .

I A

(4) S 2 ey . .‘
ARDPREW L. BETTI‘K’. }
s STATE LARND COMMISSIONEH
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