. The . " - . FETEFEE i -l.uul
N e AR AR AR R B Y leante 3 siacllis by the

Pariie. L tnnl lhdse purposes ey be puraved

L .
prolitably.

"ate of Sale__ June 8, 1576

o " MATERIAL SALES AGREEMENT / U”jSH na
: . ' Pt 087%”

WITNESSETH this agreement by and between the State Land Department

of the State of Arizona, acting by, through and under the Arxzona

State Land Commissioner (hereinafter called Seller) and
Cyprus Mines Corporation

(hereinafter called Buyer) as follows:

That the Seller does hereby sell unto Buyer the right to remove
Groundwater
(hereinafter called materials) from the state lands described in the
supplement hereto (hereinafter called premises) for the following
term and in consideration of payment by Buyer of the following rents
and royalties and compliance by Buyer with the following covenants, .
and conditions which Buyer hereby agrees to faithfully keep and per-
form, viz:

1. From the date hereof until the 7th day of June
19 %6 , the Buyer shall have the right to sever, extract, use,
store, remove and dispose of the materials found upon or in the
premises within planes drawn vertically downward through the exterioxr
boundaries of the premises.

2. Buyer shall have the right to use as much of the surface of the
premises as is reasonably necessary for the extraction, severance, use,
storage, removal and disposition of the materials from the premises,
inciuding where applicable, the right to wash, screen, crush, sort or
otherwise mechanically process those materials, together with the
right of ingress to and egress from the premises across other state
lands 2long designated routes approved by the Seller and necessary
‘to enjoy the purpose of this sale.

The Buyer may use any and all improvements existing on the premises
and not removed or to be removed by a prior maker or predecessor of
such improvements. The nature and extent of existing improvement on
.the premises shall be determined by inventories or reports thereof in
the files of the Department, including the Department's inspection angd
repoxrt of the premises after removal of improvements by a prior lessee,
permittee or buyer.

3. The Buyer may construct inprovements and install such machinery
and equipment which are necessary for the severance, extraction, storage,
use or removal of the materials and Buyer shall have the right to re-
move such improvements,machinery and equipment from the prenises within
ninety (90) days after termination of this agreement, provided all
monies due the Seller pursuant to this agreement have been paid in
full and provided 2l1ll ccvenants and conditions have been fullfilled
by Buyer; improvements remaining on the premises beyond said ninety
(90) days after termination of this agreement shall be presumed to
bhave become the property of the trust which owns the fee of the land
wherein and whereupon those improvements so remain located. Upon
written application by the Buyer filed with the Seller before the
expiration of said ninety .(90) day period, the Seller may upon
Buyer showing a good cause therefor, extend said ninety (90) days
for an additional period not to exceed one hundred and twenty (120)

- days. Improvements made that may not be removed without the des-
truction thereof shall become the property of said trust upon termina-—
tion of this agreement; however, should the Buyer herein not be the
successful bidder at a re-sale of the materials made within one year
of the expiration of this agreement from the premises upon which use-
ful non-removable improvements made by the Buyer exist, said improve-
ments shall be treated as belonging to the Buyer.

Anything hcrein to the contrary notwithstanding, the right to use
the materials on thce premises must be based on a separate contract
with the Seller's permitting such use.
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4, No onec other than the servants, cmployeeéﬁ or officers of-the
‘Buyer or an independent contractor or its sorvants and cmployces,
while engaged in the performance of a written contract with the
Buyer shall have the right to enter upon the premises to sever,
extract, use, store, remove or dispose of the materials therefrom;
Buyer may assign its interest herein with the prior written approval
of the Sc¢ller. .

5. Rents and Royalties
A. In addition to the payments hereinafter provided, Buyer

agrees to pay Seller annually in advance the sum of S N/A
per acre for and as surface rental of the premises described hexein.

B. The Seller offered the materials at public auction on the
basis of a minimum advance royalty of S  2,98,.05 pexr year for

20 years, and 2 minimum royalty per unit of materials as
follows: : ‘
The Buyer bid an advance royalty of S 2,98,.05 rer yeaxr

and Buyer agrees to pay sald advance royalty annually in advance.
The Sellexr and Buyer agree that the advance royalties shall be a
first credit for Buyer against royalties due from Buyer for
materials used or removed, and that the entire portion of said
advance royalties unused upon the termination or expiration of
this agreement shall be the sole property of Seller. Buyer
agrees that said advance royalties shall be paid each year
regardless of use or removal of materials. The advance

royalties shall be a continuing credit during the entire term

of this agreement.

6. (1) Bu}er id and agrees to pay Seller the following .
royalty for the materials used, removed or disposed from the .
pPremises during the term of this agreement, viz:

water $5.00 per acre foot

Borrow - ; Sub-=Seal
Select ; ABC & MA
Cover ;s Material
Undifferentiated ; Other

(2) Buyer agrees to pay Seller beginning with the first day
of the third year and each remaining year of this agreement such
additional royalty which when added to the royalty agreed in para-
graph 6 (1) above will equal the market value of the material for
the subject year. -

*(3) Market value shall be determined as follows:

On or before sixty (60) days before the end of the first year
of this agreement, the Seller shall appraise the material for its
then current market value; that appraised value shall represent the
market value of the material for the third year of this agreement;
on or before sixty (60) days before the end of the second year, the
same process shall be followed and the appraised value shall re-
present the market value for the fourth year, and succeedingly the
same process shall apply throughout and until the expiration of this
sales agreement. The Seller shall advise the Buyer within thirty
(30) days of said re-appraised value and Buyer shall pay royalty
on the basis of said value for the third year of this agreement
in the same manncr as if said new value had been the original
accepted royalty price bid. The same procedure shall be followed
for each yeax therecafter. The Seller reserves the right not to
reappraise in any given year and in that event the current royalty
shall continue to apply. Buyer shall have the right to appeal from
said appraisal pursuant to Arizona Revised Statute 37-214; during
the period of any appeal, the prior royalty shall be paid and any
necessary adjustment shall immediately be made after the conclusion
of such appeal.
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. 4., On or before the 15th day following dach full month of
‘this agrcement, Buyer will report to Seller the total gquantities
(in gallons or acre feet 1f the material is water, and in tons,
if the materials are solids) of materials used or removed from
the premises during that immediately previous full month; such
report shall be made irrespective of whether or not any of said
materials have becen removed. The Sellcr shall compute the
royalty payment due from Buyer and such payment shall be due and
payable within thirty (30) days of the mailing of the statement
by the Seller. :

7. A. The Buyer shall keep accurate books and records showing
all materials used or removed from the premises; the Seller shall
have the right to examine such books and records of the Buyer
during reasonable business hours, and Buyer shall maintain all
such books and records for six (6) months after termination of
this agreement or such longer period as may be prescribed prior
to the expiration of this agreement by the State Land Department.

B. Special provisions relating to water:

When the materxrials sold hereby specifically include water to
be palid for on a water basis, the following provisions shall apply
to said water: -

(1) The Buyer convenants and agrees to submit monthly reports
to Seller of all water used or removed from said lands, and Buyer
will meter or otherwise accurately measure the quantity of the water
used or removed and will keep and maintain records accurately re-
flecting said production and such records shall be open to inspection
by the Seller during regular business hours.

) (2) Buyer understands and agrees that its right to remove
water from the leased premises pursuant to this agreement and to
. the sale thereof, shall be to the extent that the same is lawful,
and further, -that the Seller has not made nor does it hereby make
any representation 2s to the gquantity that may bec so removed law-
fully, noxr to the quantity that may be extracted and used upon the
leased premises, save only that Buyer may extract, use and remove
such water to the full extent that a private party lawfully may
do without liabiiity.

(3) For the purposes of this sale and where the material
so0ld does not specifically provide a charge for water, the Buyer
may use upon the prenises water found upon or in the premises, and
the royalty to be paid according to this agreement for the materials
has been calculated to include the value of said water.

8. The Buyer hereby agrees to conduct its operations on the premises
in a workmanlike mannexr at all times, to protect the premises and soils
thereof and including, but not limited to: .

A, To keep the premises free of all litter, refuse, trash,
garbage, junk or other debris. ’

B. To take precautions as necessary to protect the safety of
persons oOr property upon the premises.

C. To comply with 21} flood control regulations from time to
time applicable to the premises.

D. To comply with all other rules and regulétions prescribed
from time to time by the Seller.
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9. Upon termination of this agrcement, the Buyer herecby
agrees to leave the surface of the land in a reasonable condi-
tion in accordance with pood safety practices in the area in
which the premises are located, and unless otherwisec specificd
by the Seller, such restoration shall include:

A. The sloping of the side banks of an excavation resulting
from the operation to a reasonable safe grade.

B. The back-filling into the excavation of all unused waste
material to a uniform level on the floor of the excavation.

C. Top s0il and overburden shall be stockpiled and back-
filled reasonably into the excavated area in a manner to aid re-
vegetation.

D. Removal and restoration of “the surface of any new haul
roads constructed on state land by Buyer, which roads the Secller
does not elect to retain upon notice by Buyer.

10. The Buyer shall promptly pay Seller (and lessees of Seller
where applicable) for any loss to Seller 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; the
Buyer further agrees to promptly furnish and file & bondg with Seller
4in such reasonable amount as required by the Seller in order to
guarantee payment of any such loss and restoration of the surface
of the land subject to this agreement.

11. Provided Buyer is not in default in any of the terms and o
conditions hereof, the Buyer shall have the right to terminate
this agreement upon any annual anniversary date thereof by giving
the Seller not less than thirty (30) days prior notice in writing
of Buyer's intention to do so. .

12. Upon thirty (30) days prior written notice to Buyer, Seller
upon finding bad faith on the part of Buyer shall have the right to
terminate this agreement at any time for the failure or neglecct of
the Duyer to perform any of the provisions hereof. Failure to pay
royaltiées when due shall bte presumed to be bad faith.

13. In the event of termination by Buyer or Seller, the unused
advance royalty paid shall become the exclusive property of the
Seller. ’

14. The Buyer agrees to fence all dangerous workings to protect
"livestock, humans and property.

15. The Buyer agrees to save, hold harmless and indemnify the
Seller and all of its agencies, officers and employees against any
and all claims, costs, damages, expenses oOr charges. arising out of,
incidental to, or resulting in any way from Buyer's operations
pursuant to or in violation of this agreement.

16. The State of Arizona reserxrves the right to assign or other-
wise lease or permit the use of the premises to others for uses or
purposes not inconsistent with Buyer's right herein.

17. This agreement is subject to existing laws of the State of
Axizona and rules and regulations of the Seller and any laws and
rules and regulations hereinafter enacted or adopted by Seller and
in no cvent shall the State Land Department or any of its officers

oxr personnel be liable for damages or otherwise under the provisions
hereof. ' ’
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i8. It is expressly understood and agreed that there is reserved
to Seller the right to lease, under existing law or laws hereafter
enacted, so much of the surfacc and subsurface of the lands covered

by this agrcement as is not actually used or necessary for the pur-
poses of this agreement. -

19. If at any time during the duration of this dpgreement, the
whole or any part of the premises shall be taken for any quasi-
public or public purpose by any person, private or public corpora-
tion 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 so 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 re-
maining premises shall be the sole property of Seller; however, in
the event of such taking, advance royalties 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, and Buyer shall have the right to receive any and all .
awards or payments made for any buildings or other improvements law-
fully placed on the premises by the Buyer with the approval of the

Seller; improvements shall include materials processed and stock-
piled on the premises taken.

20.

DESCRIPTION OF LAND CONTAINED IN SUPPLEMENT ATTACHED HERETO
AND MADE A PART HEREOF.
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e 2. If the ~aterials are used for road maintenance, the
Buyer shall report si . production quarterly, ¢ imencing the 15th
day of the fourth month this agreement is in force and effect;
such report shall be made irrespective of whether or not any .
materials have been removed from the state lands subject to this
agreement.

3. If the materials sold herein are used for a construc-
tion project built pursuant to a written contract between DBuyer and
an independent contractor, the royalty rate established in accordance
with Paragraph 6 shall apply during each calendar year snid contract
is in force and effect instead of each year this agreement is in
force. Buyer agrees to comply with Section 908.00 of the Arizona
Department of Transportation Construction Manual, as approved by
the Sellexr from time to time, and Buyver further agrees that Buyer's
agents, servants, employees and independent contractors shall comply
therewith. If the then current market value of the material is
greater than the amount provided for herein, the Buyer shall require
i1ts subcontractor to pay said current market value, and the same
shall be paid to Seller during the term of the subcontract.

4. To the extent legally permissible and Paragraph 15
notwithstanding, the Buyer hereby agrees to indemnify, hold and save
Seller harmless against all loss, damage, liability, expense, costs
and charges incident to, or resulting in any way from the use,
condition or occupation of the land. :

22, It is understood that any revaluation and royalty rate
changes for the Arizona Department of Transportation will be
determined on the Agreement date year basis referred to in Paragraph

6 rather than on the calendar year basis referred to in Paragraph
21.B.3.

23. Notwithstanding other provisions herein, the following
shall be applicable to government sales only, viz:

Thexre shall be a charge of 2% of the value of materials
extracted to cover contract administration/sales related expenses,
based on materials removed, to be billed along with the billing of
the material. - ’

24, Other provisions:

N
o}
N

IN WITNESS WHEREOF, the Buyer and Seller have set their hands

and seals as of the day of oy 19 .

ARIZONA STATE LAND DEPARTMENT

S EAL . By
’ STATE LAND COMMISSIONER
SEAL By
Its e
6
4
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