SETTLEMENT AGREEMENT

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

RECITALS:

A. oOn June 8, 1976, SLD conducted Public Auction
Sales of Materials No. 3 (ground water) on the front steps of
the Yavapai County CourthouséAin Prescott, Arizona, covering
parcels Nos. 21-29751-08., ;;;29761—68, and 21-29763-08. A
copy of the Notice For Public Auction Sale of MaterialéiNo. 3

(ground water) is attached as Exhibit Aa.

B. Cyprus 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. As a

result, Cyprus became the purchaser under Materials Sales

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 watexr subject to Exhibit A. As

Exhibit A indicates, the Notice of Public Auction Sale No. 3
(ggound'water)‘provided a l13-year term for the water beneath
parcel No. 21-29751-08; a 20-year term for the water beneath
parcel No. 21-29761~68; and a 20-year term for fheﬁwater

beneath parcel. No. 21-29763-08. SLD wishes to limit the term
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of each of the respective Materials Sales Agreements resulting

from the public auction toc a maximum term of ten years.

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.

p. 1In order 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 :

IS

1. The pa

rties 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. 29751, 29761 and 29763 are modified so that

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

by Cypxus for waters pumped pursuant t

o 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-

tion of Materials Sales Agreements Nos. 29751, 29761 and 29763

and the previously—charged figure of $5.00 per gcre/foot.
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O
The paxties agree that the adjustment of the
purchase price to $

4.

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.

annual payment for sale No.

The minimum

29763 shall be $14,920.25.

/ .
DATED:WJ[(,L, Sl , 1982

STATE LAND DEPARTMENT

Raberz K. Lahe - K
peput¥ State Land Commission

DATED: W [\, 11

, 1982 CYPRUS MINES CORPORATION
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. 1PUDLIC AUCTION SALZ OF MATERIALS - APR S 1982
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PN 37 A.M.G., notice is heaeruuo, - SR Cee e DEVELgPMENT
L Arizona, through the Arizona State Land Department, hereby or.cors
or snle and will scll ot public avection at 10:20 A. K. on Tuesco-s
‘une 8, 197G, at thc front steps of the Yavapai Couniy Courthcusa

n Prescott, Arizowun, the rigzht to cxtract, preocess and remove not
sore than the smount of wmaterinls, namely imrround water, that may be
tawfully removed from the following described Statec lands, to wit:

ARCHEL 21-25751-048:

-

S5WSWHNW in Scction 17, Township 13 Morth, Range 9 West, G&SRDIM,

~ontainin; 10.00 acres, maore oxr less.

. R
The ground waters are appraised

at a net price of $5.C0 per acyre foot, and imprevenments claimed by ' =
Cyprus Mincs CorporaTion vpon said lands necessary for the -extraction,
removal or use of said watlers subject to sale are appraised at . .
$22,618.00. -Said improvements consist of one well, casings, and punmp. -
Paymcont due at time of sale $1,021.54 in cash or cashier's check .
payable to the Arizona State Land Department plus: )
A cash deposit of $2,150.G68, pnayable in cash, cashier’'s check, money
order or cexrtified chieck shall be paid at the time of sale for the
right to remove said waters at five dollars (85.00) per acre font for
n period of thirteen (13) years from and after the date of snle, subject
to the tecrms and conditions of the sale, and such higher rate wmay

ns Tmay

y The cash dcecposit
oved during tne thirteesn (13)
that any portion of the cash deposit
Bot credited in payment of waters extracted shall LYecome the sole
property of the Arizona State iand Department upon terymination of

tho 1right to extract s2id wat=2rs Ly reasorn 21 any cdefarvlt of the

Be establiciiza by the public aucticn Sale therecfor.
shall.be applied in payment Qf waters rem
year period; provided, howaver,

purchuser. The successiul Widder shall guarantitee puayma3nts oY not. less
than $2,150.68 to the,State Land Depariment during each year this sale:
is in force and effedt. Such minimufm guaranteed payvient shall be made
annpually, irraspactive of lowe

r withdrawnl during aay
highecst and best sidder shanll be detxermined on
wno ofloers and poys forthwith the cash deposit and payvs not less than
+the appraiscd value for all facvilities presently uvpon said laands for
the cxtraction, removal, or usc of said waters and who ofifers to. pay
" the higho=st amount for ground watiers to be removed. from -the Stitate
. lands dcscribed hecrein. ’ . : .
* PARCEL 21-28761-048: : e :

s .

year. “he i
the Lasis of the bidder

- NWSENW in Scction 1 and SESZSE in Section 11, Township 15 North,
Ranpe 9 West, GLSRBLEN, coataining 20.00 acres,-more or less. The
T ground wateors are appraised at x net price of $5.00 per acre feoot,

and improvements claimed LY C;

yprus Mines Corporation upon said lands
neccessary f{or the extraction, removal oOr use of said
to sale are appraised at $104,247.00.

two wells with coasings and pumps.

L

wnters subject
Said improvements consist of .

(TR I

Paywment due at time.of =ale $2,705.66 1in cash or cashier's chechk
payuble to the Arizona State lLand Department plus:

A cash deposit of $3,524.30, payable in cash, cashier's check, money
4 ordey or ccrtificd check =hinll be paid at thae time of saie for the
. 1ight to rcmovc said waters at five dollars (S5.00) per acrec foot
. for a period of twenty (20) yueaxs from :und after the date of sale,
- subjcct to thz2 tcocrms and conditions of the sale, and such hipgher

T oapte as may Le estabtlished LY +he publkilic auction sale therefor. The
cashh deposit shall be applied in

payment of watervs removed during
the twenty (20) year period; provided, howevey, that any porition of
ther cash duepesit nox cyediterd AN payment of waters cextracted shall

Lecorne the sole prepery of “he Arimona Statce f.and Departmant upon
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the dante ©of sale, subjcct to the terms and condivions of the

ihlginand zuch higher rate as wmay be estabLlished LYy the public

avety snle therefor. The cnsh deposit shall be applied in

payment oL watcers removed during the fifteen (15) year period;

provided hovweyer, that any portion of the cash deposit not |

credited in payment of waters extracted shnll become the sole

property of the Rfigpnn Stnte Land Department uporn teryminntion

of the right to extrjct\;nid waters by reason of any defuult .
of the purchaser. The successful bidder sh2all guarantce paymenis LT
of not less than S725.85 to the. State land Department during each

year this sale is in force and effect. Such minimum.guaranteced

payment shall be made annuz2lly, irrespociive of lower withdrawal

during any yeai. The highest and best bidder shall be determined

on +“+he basis of the bidder who offers and pi}s\gorthwith the cash
deposit and pays not less than the appraised vaIba\;or all -
facilities presently upon said lands for the extraction, removal,
or use of z3aid waters and who offers to pay the highest amount
for ground waters to be removed from the Staite lands described
hercin. ’

11 the successful bidder is not the owner of the improvements, T
yhe must pay to the State Land Depariment ten per cent (10%) of -
the appraised value of the improvements at the time oI the sale

and the balance within thirty (30) cays. The successfiuvl bidder

shall pay two per cent (2%) of the purchase brice for the minimum
2mount of water to be extracted for contract administration - sale
relnted expenses, and Iwo per cent (2%) of the first two hundred

. fifty thcusand dollars (S250,000) of the appraised value or the

. actual cost of the zppraisal of the improvements, whichever is
grcater, pursuant to A.R.S. 37-108 (6b), which 'shall be due Jin cash

- er cashiar's chack payable to the Arizonn Sitate Land epariment at
the time of sale. A ’ ' ks .
If the suvccessful bidder £3i1ls to pay said sum or execute the
sale documents by saidc time, the deposit made at the time of

, the award shall bLe forfeiited to the Stute J.an¢ Departrent as

.liquidated damages. . :

5 - , .

" The Arizona State Land Department reserves the right to reject
2ny and all bids and to award the sale in the best interest of
the Stote. The successfiul purchaser must agrce to indemnify .

.the State of Arizona and =211 its employees and agencies for any

loss they may csustain by reason of unlawful removal of water Irom

‘the premises. ‘ :

J The specific indemnity clause 15 available together with all other -

I sale conditions and documents regarding this sale and may be -
- obtainced from fhe State Land Department, 1624 West Adams Street,
Phoenix, Arizona 85007, © ) ' - -

:16521Z412Q?é2%

TANDREW L. BETT'.',j{, :
. STATE LAND COMJIISSIONER

'Kl
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