g\rizona
State 3Ezmb LB epartment

1616 WEST ADAMS

PHOENIX, ARIZONA 85007

FIFE SYMINGTON ) M. HASSELL
GOVERNOR STATE LAND COMMISSIONER

January 14, 1997

Mr. Stanley Abrams

Santa Rita Ranch General Partnership
c/o SSR Management

1037 S. Alveron Way, Suite 100
Tucson, Arizona 85711

RE: Interim Groundwater Usage Between the Expired Water Agreement
No. 21-88316 and Pending Water Agreement No. 21-100766

Dear Mr. Abrams:

The purpose of this letter is to reguest payment for the groundwater
that was used between the referenced agreements. The interim water
usage occurred between October 1995 through November 13%%6 and is
summarized on the enclosed table. The groundwater withdrawn totals
€16.99 acre-ieet. Based on the appraised and auctioned value of the
water at $85.00 per acre-foot, the charges on the enclosed invoices
total $32,614.15. The amount due is split into two pavments (invoices)
for your convenience.

Based on a letter from Mark Schneider, General Manager ¢f the Santa Rita
Golf Club, dated January 3, 1997, we are aware that Mr. Schneider feels
the well meter was inaccurate in 1596. 1If Mr. Schneicer or the Arizona
Department of Water Resources prove the meter was inaccurate, please
submit the finding(s) to me pricr to May 31, 16%7. If the finding(s)
necessitate an adjustment, we will adjust the invoice marked account
receivable no. 24665, which is due on Junes 30, 1857. My raview of the
monthly reports for 1996 indicates the amount of water withirawn exceeds
the maximum annual water zllotment for the Type 2 Nen-Irrigation Water
Right (No. 58-107119.0000).

The groundwater withdrawn in December 1996 will be accounted for under
the pending agreement, as will withdrawals in 1287. Enclosed are the
withcarawal reporting forms for 1997.

If vou have any questions, please call me at (602) 542-3500.
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ARIZONA STATE LAND DEPARTMENT 1616 West Adams Phoenix, AZ §5007

Yo avoid payment of penalty and interest this payment must be
IN the OFFICE of the State Land Department O¥ or BEFORE the
DUE DATE. Date of POSTAL STAMP will not be accepted as time
of payment. Payment must be received by close of business on

31-mar-1997.
KE-LEASE NO: 021-100766-00
ACCOUNT RECEIVABLE NO: 24664
NAME REFERENCE NO: 6183
AMOUNT DUE: $ 26,307.08
DUE DATE: 31l-mar-1997

SANTA RITA RANCH GENERAL PTNSP
C/0 SSR MANAGEMENT

1037 S ALVERON WAY

TUCSON AZ 85711

PLEASE RETURN THIS PORTION WITH YOUR PAYMENT - THANK YOU
ARIZONA STATE LAND DEPARTMENT 1616 West Adams Phcenix, AZ 85007

KE-LEASE NO: 021-100766-00 ACCOUNT RECEIVABLE NO: 24664
LESSEE: SANTA RITA RANCH GENERAL PTHNSP
----- Billing-----
Code Description Amount
9 NON SCHEDULED ROYALTIES $ 26,307.08

$ 26,307.08
Billing Dates
From Through Date Billed Due Date Effective Expiration

0l-0ct-1955 30-nov-1996 10-jan-19%7 31-mar-1957

Santa Rita's monthly reports from October 1995 through Novenber 1996,
total 618.99 acre-feet. The auctioned and appraised value of the

~vater is $85.00 per acre-foot. Therefore, the amount due is as follows
.7518.99 acre-feet x $85.00 = $52,614.15.
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R ARIZONA STATE LAND DEPARTMENT 1616 West Adams Phoenix, AZ 85007

o aveid payment of penalty and interest this payment must be
IN the OFFICE of the State Land Department ON or BEFORE the
TUE DATE. Date of POSTAL STAMP will not be accepted as time
f payment. Payment must be received by close of business on

L0+ jun-1997.
KE-LEASE NO: 021-100766-00
ACCOUNT RECEIVABLE NO: 24665
NAME REFERENCE NO: 6193
AMOUNT DUE: $ 26,307.07
DUE DATE: 30-jun-1997

SANTA RITA RANCH GENERAL PTNSP
C/0 SSR MANAGEMENT

1037 S ALVERON WAY

TUCSON AZ 85711

PLEASE RETURN THIS PORTION WITH YOUR PAYMENT - THANK YOU

ARIZONA STATE LAND DEPARTMENTY 1616 West Adams Phoenix, AZ 85007

KE-LEASE NO: 021-100766-00 ‘ ACCOUNT RECEIvﬂBLE NO: 24665
LESSEE: SANTA RITA RANCH GENERAL PTNSP

----- Billing-----

Code Description Amount
S NON SCHEDULED ROYALTIES $ 26,307.07
$ 26,307.07
Billing Dates
From Through Date Billed Due Date Effective Expiration

)l-0ct-1995 30-nov-1996 10-jan-1997 30-jun-1997

>anta Rita's monthly reports from October 1995 through November 1996,
total 618.99 acre-feet. The auctioned and appraised value of the water
is $85.00 per acre-foot. Therefore, the amount due is as follows 618.99
icre-feet x $85.00 = $52,614.15.
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SUMMARY OF GROUNDWATER WITHDRAWAL REPORTS
FILED BY SANTA RITA GOLF CLUB

REPORTING MONTH/YEAR

NUMBER OF ACRE-FEET WITHDRAWN

OCTOBER 1995 23.06
NOVEMBER 1995 20.7
DECEMBER 1995 22.6
JANUARY 1996 20.38
FEBRUARY 1996 24.43
MARCH 1996 40.13
APRIL 1996 46.2
MAY 1996 49.75
JUNE 1996 69.82
JULY 1996 56.48
AUGUST 1996 62.07
SEPTEMBER 1996 42 .67
OCTOBER 1996 66.33
NOVEMBER 1996 74.37
TOTAL 618.99
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CERTIFIED DOCUNENT
oo Aot £2/5/7 7

@ertificate OFf Grandfathered Groundwater Right

COUNTY OF PIMA
STATE OF ARIZONA DEPARTMENT OF WATER RESOURCES

This is to certify that pursuant (o the provisious of
Title 45, Chapter 2, Arizona Revised Statutes

STATE OF ARIZONA

State Land Department
1624 West Adams
Phoenix., Arizona 85007

is granted
TYPE 2 NON-IRRIGATION GRANDFATHERED RIGHTS
inthe

TUCSON ACTIVE MANAGEMENT AREA

Jor 520 acre-feet of groundwater annually from January I through December 31. Groundwater withdrawn pursuant

to this right may be used for Non-Irrigation purposels). The location of the well(s]
where groundwater will be withdrawn pursuant to this right is as follows:

Arizona Department of Water Resources Well Registration Number and Location:

55-616071 - SWx SWh Swk Section 27 Township 16 South Range 15 East
of the Gila and Salt River Base and Meridian.

The use of groundwater under this right shall be in accordance with the laws of the State of Arizona and restrictions placed on

use by the Director of the Departinent of Water Resources pursuant to Title 45, Chapter 2, Arizona Revised Statutes.
MsAy
» 4 4

'%ﬁ‘

“gyﬁ?. &, CERTIFICATE NO. 58-107119

3

is granted this 8th  day of February, 1984

P

..-hnpnﬂ.

ARIZONA DEPARTMENT OF WATER RESOURCES

A// st —F)/Z ,
potlhedn . L Sl se i
/ Dirgctor

The Department of Water Resources must be notified if the above named person(s) changes his uddress or conveys ownership of the right to anather
person(s).
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STATE LAND DEPARTMENT
STATE OF ARIZONA

WATER AGREEMENT

Agreement No. 21- __99057

This Agreement between the State Land Department of the State of Arizona, acting through the
Arizona State Land Commissioner (hereinafter called the "Department') and

BIOSPHERE 2 CENTER, INC.. an Arizona corporation

(hereinafter called ""Buyer') is made this _17th day of September , 1997
The Buyer and the Department hereby agree as follows:

L That the Department does hereby convey to Buyer the right to WATER from the lands
described in Appendix A attached hereto, (hereinafter called "Premises') for the term and in
consideration of rents and/or payments as set forth herein and compliance by Buyer with provisions
of the Groundwater Management Act (if applicable), with the covenants and conditions contained
herein which Buyer hereby agrees to faithfully keep and perform, and with the terms set forth in the
Notice of Sale published on July 10, 1997 in regard to the public auction of water held
on September 17, 1997. If there is any conflict or inconsistency between the terms and provisions
contained hercin and the terms of public auction No. 21-99057 , the terms of the public auction shall
prevail.

2. TERM AND AGREEMENT

From the date hereof and until the _16th day of _September , 2007 , the
Buyer shall have the right to extract, use, store, remove and dispose of the water found in the
subsurface of the Premises.

3. USE OF PREMISES

A. Buyer shall, within 30 days from the date of this Agreement, apply for the proper surface
lease, easement or permit allowing Buyer the right to use as much of the surface of the Premises as is
reasonably necessarv for the extraction, use, storage, removal and disposition of the water together

ZLWATER S YI(REN. 10/97) 1
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with the right of ingress to and egress from the Premises across other State lands along designated
routes previously approved by the Department and necessary to carry out the purpose of this
Agreement. Buyer shall not extract water prior to obtaining the necessary surface lease, easement or
permit from the Department. Buyer shall also be responsible for reimbursing any prier lessees for
reimbursable improvements subject to Title 37 of the Arizona Revised Statutes.

B. No reimbursable improvements shall be authorized or recognized by the Department no
matter by whom or for what purpose constructed insofar as the Buyer of this Agreement is concerned.
Nothing in this provision, however, shall interfere with any rights to reimbursement for improvements
which Buyer might have by virtue of its status as a lessee of the Department. Conditions for removal
of improvements shall be covered under the surface lease, easement or permit.

C. Buyer may use, with predetermined rental, any and all improvements existing on the
Premises and not removed or to be removed by a prior maker or predecessor of such improvements
which are owned by the Department. The nature and extent of existing state-owned improvements on
the Premises shall be determined by inventories or reports thereof in the files of the Department,

including the Department's inspection and reports of the Premises after removal of improvements by
a prior lessee, permittee or buyer.

4. USE AND OCCUPANCY

No one other than the servants, employees, officers of Buyer, or approved sub-contractors of the
Department shall have the right to enter upon the Premises to use, extract, store, remove or dispose of

the water therefrom. Buyer may assign its interest herein only with the prior written approval of the
Department.

5. CONDUCT OF OPERATIONS

Buyer hereby agrees to conduct its operations on the Premises in a workmanlike manner at all times,
and to protect the Premises and soils thereof.

6. RENTS AND PAYMENTS

A. In addition to the payments hereinafter provided, Buyer agrees to pay the Department
annually in advance the sum of $_N/A for rental of existing state-owned improvements on the
Premises as described in Appendix A attached.

B. The Department offered the right to use water at public auction on the basis of a minimum
advance payment of §__5,355.00 per year for the extraction of _63 acre feet of water per year
for __10 years, and a minimum payment per acre foot of water as follows:

Buyer bid an advance payment of $ _5,355.00 per year
(§_85.00 per acre foot) and Buyer agrees to pay annually in advance.

21-WATER S/93 (REV. 10197y 2

PDC000273



The Department and Buyer agree that the advance payments shall be first credit for Buyer
against payments due from Buyer for water used or removed, and that the entire portion of the advance
payments unused upon the termination or expiration of this Agreement shall be the sole property of

the Department. Buyer agrees that the advance payments shall be paid each year regardless of use or
removal of water.

C. Non-use of water during any year of this Agreement shall not entitle the Buyer to develop any
credits for the succeeding year. Buyer has bid and agrees to pay the Department $ 85.00 per
acre foot for each additional acre foot of water withdrawn over the minimum amount. (See No. 22
Other Provisions).

7. REAPPRAISAL

The Department may reappraise the value of the water sold under this agreement pursuant to
Arizona Administrative Code Rule 12-5-2007(F) or any applicable successor rule.

8. RELATED EXPENSES

There shall be a charge to the Buyer to cover contract administration/sales related expenses.
This charge will be assessed pursuant to Arizona Administrative Code Rule 12-5-2007(G)(2) or any
applicable successor rule.

9. WATER RECORDS METERING AND PRODUCTION REPORTING

A Prior to the extraction of water, the Buyer shall install 2 metering device at the well head
of each well or at a location other than the well head if approved by the Department. Metering devices
must meet the approval of the Department prior to installation, and shall be accessible for inspection
by agents, employees or officers of the Department during reasonable hours.

B. Buyer shall keep accurate books and records showing all water extracted from Premises.
The Department shall have the right to examine such books and records of Buyer during reasonable
business hours, and Buyer shall maintain all such books and records for one (1) year after termination
of this Agreement.

C. On or before the 15th day following each full month of this Agreement, Buyer will report
to the Department the total quantities in gallons or acre feet (325,851 gallons) of water extracted from
the Premises during that immediately previous full month; such report shall be made irrespective of
water use or extraction. At any time the minimum number of acre feet purchased is exceeded, the
Department shall compute the payment due from Buyer and such payment shall be due and payable
within thirty (30) days of the mailing of the statement by the Department.

21-WATER 3/93 (REV. 10/97) 3

PDC000274



D. The Arizona Department of Water Resources requires an annual report of groundwater
pumped from non-exempt wells within Active Management Areas. The Buyer should file the annual
report and pay the filing fees to the Arizona Department of Water Resources in a timely manner.

10.  DISPOSITION OF ADVANCE PAYMENT

In the event of termination of this Agreement for any reason, the unused advance payment shall

become the exclusive property of the Department. Any rights the Buyer may otherwise have, shall be
forfeited.

11.  WATER QUALITY

The Department makes no guarantee with respect to water quality or the suitability of the water
for buyer's purposes.

12. PROTECTION OF ALL DANGEROQUS WORKINGS

Buyer agrees to fence all dangerous workings and otherwise appropriately protect livestock,
humans and property.

13.  RIGHT TO LEASE RESERVED TO THE DEPARTMENT

The Department reserves the right to assign, lease and issue permits for the use of the premises
both surface and subsurface to other persons for use or purposes not inconsistent with Buyer's right
herein.

14. SUBJECT TO EMINENT DOMAIN OR CONDEMNATION PROCEEDINGS

If at any time during the duration of this Agreement, the whole or any part of the Premises shall
be taken for any quasi-public or public purpose by any person, private or public corporation or by any
governmental agency having authority to exercise the power of eminent domain or condemnation
proceedings pursuant to any law, general, special or otherwise, this Agreement shall expire on the date
when the Premises shall be taken or acquired, and all compensation and damages awarded for rights
or interests in the Premises being condemned and all compensation and damages awarded for rights
or interests in severance which may accrue to the remaining Premises shall be the sole property of the
Department; however, in the event of such taking, advance payments prepared and unused by Buyer
shall be returned to the Buyer to the extent, if any, that such taking makes it impossible for Buyer to
enjoy the rights hereby purchased.

JEAVATER S/93(REV.10/97) 4
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15.  HOLD THE DEPARTMENT HARMLESS

The Buyer agrees to save, hold harmless and indemnify the Department and all of its agencies,
officers and employees against any and all claims, costs, damages, expenses or charges arising out of]

incidental to, or resulting in any way from Buyer's operations pursuant to or in violation of this
Agreement.

16 TERMINATION AND RESTORATION

Upon termination of this Agreement for any reason, Buyer agrees to leave the surface of the land

in a reasonable condition as close to original conditions as possible, in accordance with safety practices
in the area in which the Premises are located.

Well closures, temporary or permanent abandonment of wells shall comply with rules and
regulations established by the Department of Water Resources and any special stipulations agreed to
by this Department and Buyer.

17. PAYMENT FOR LOSS OR DAMAGE

Buyer shall promptly pay the Department (and lessees of the Department where applicable) for
any loss to the Department or its lessees caused by the Buyer or by Buyer's servants, agents, employees
or contractor to the premises, its grasses, forage, crops and improvements.

18. TERMINATION BY THE DEPARTMENT

Upon thirty (30) days prior to written notice to Buyer, the Department, shall have the right to
terminate this Agreement at any time for the failure or neglect of the Buyer to perform any of the
provisions hereof. Failure to make payments when due or failure to report timely and accurately shall
be reason to terminate this Agreement immediately.

19. NOTICE OF AUTHORITY TO CANCEL THIS CONTRACT

This contract is subject to cancellation pursuant to A.R.S. §38-511.

20. BONDING

A performance or cash bond in the amount of § N/A will be required within
thirty (30) days of the date of this Agreement. Assignment of this Agreement will not relieve the

assignor of any obligation as principal under the bond, unless the Commissioner approves the posting
of a replacement bond.

2E-WATER SA3(REV. 10197 5
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21.  ATTORNEYS' FEES AND COST

In the event a dispute between the Department and Buyer results in legal action, the prevailing
party shall have the right to recover reasonable attorneys' fees and costs incurred in the proceeding.

22. OTHER PROVISIONS

Type 2 Water Right Certificate No. 58-107072.0000 is for 63 acre feet, and Buyer may not
withdraw in excess of 63 acre feet without a water right authorizing such withdrawal.

ADDITIONAL CONDITIONS

Department reserves the right to relinquish to the United States land needed for irrigation works
in connection with a government reclamation project and to grant or dispose of rights of way and sites
for canals, reservoirs, dams, power or irrigation plants or works, railroads, tramways, transmission
lines or any other purpose or use on or over the Leased Land.

THIS DOCUMENT is submitted for examination and shall have no binding effect on the parties

unless and until executed by the Department (after execution by the Buyer), and a fully executed copy
is delivered to the Buyer.

IN THE EVENT OF A DISPUTE between the parties to this Agreement, it is agreed to use
arbitration to resolve the dispute but only to the extent required by A.R.S. §12-1518; and, in no event

shall arbitration be employed to resolve a dispute which is otherwise subject to administrative review
by the Department pursuant to statute or Department Administrative Rule.

2EAWATER S/93 (REV. 10/97) 6
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IN WITNESS HEREOF, the parties hereto have signed this Water Agreement effective the day and

year set forth previously herein. BIOSPHERE 2 CENTER, INC.

O Zb-L/(\/ 7~u/uum>u 1/ 5/ G
\

Buyer (philip Lemanski) Date

STATE OF ARIZONA, o

Arizona State Land Commissioner Buyer Date
Buyer Date

By:(?tf/”’)-%ﬁq/é /-5-77 .

/ o Date Highway 77, Mile Post 96.5, Biosphere Rd.
Address
(SEAL) Oracle, Arizona 85623
City State Zip
IL-WATER 5/93 (REV. 10/97) 7
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STATE OF ARIZONA LAND DEPARTMENT

1616 W. ADAMS

HOENIX, AZ 85007

KE LEASE NUMBER: 021-099057-00-000

“MENDMENT NUMBER : 0

LEGAL DESCRIPTION

. eh e e e e e e e o am e = e = o e e

RUN DATE: 7-oct-1997
RUN TIME: 14:21:14

Page 1

c.cC. ACREAGE

0.0 10.000

TOTALS 0.0 10.000
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CERTIFIED DOGUMENT
&W@ﬂ&/)f/ 77

et o s,

@ertificate OF Grandfuthered Groundwater Right

STATE OF ARIZONA DEPARTMENT OF WATER RESOURCLS

This s to certify that pursuund (o the provisions of
Title 45, Chapter 2, Arizona Revised Statutes

STATE OF ARIZONA

STATE LAND DEPARTMENT
1624 viest Adams
Phoenix, Arizona 85007

is granted
TYPE 2 NON-IRRIGATION GRANDFATHERED RIGHTS
in the

TUCSON ACTIVE MANAGEMENT AREA

fur 63 acre-feet of groundwater annually from January 1 through Decenmber 31. Groundwater withdrawn pursuunt

to this right may be used for Non-Irrigation purposels). The location of the wellls|
wihere groundwater will be withdrawn pursuant (o this right is as follows:

Arizona Department of Water Resources Well Registration Number and Location:

55-615720 ~ SW% NW4 SWy Section 14 Township 10 South Range 14 East
of the Gila and Salt River Base and Meridian,

The use of groundwater under this right shall be in accordance with the laws of the State of Arizona and restrictiuns placed on
use by the Director of the Department of Water Resources pursuant to Title 45, Chapter 2, Arizona Revised Stutuies.

CERTIFICATE NO. 58-107072

is granted this 10th day of APRIL, 1984

ARIZONA DEPARTMENT OF WATER RESOURCES

A
//”//1"' I ,_ ® () o ,;-’»}/

// Director

The Depuariment of Water Resources must be notified {f the above named person(s) changes his address or conveys vwnership of the right (o anvilics
person(s).
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