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~ NO. 11-35597), BOTH IN SECTION 30.

STATE LAND DEPARTMENT OF THE STATE OF ARIZONA
BEFORE THE STATE LAND COMMISSIONER

IN THE MATTER OF MINERAL LEASE ORDER NO, 134-2006/2007
RENEWAL APPLICATIONS FOR LANDS

DESCRIBED AS: DECISION AND ORDER

N2NENE EMPIRE NO. 46 (LEASE NO. 11-
35596), NENWNE EMPIRE NO. 47 (LEASE

E2L4 EMPIRE NO. 48 (LEASE NO. 11-79816),
N2SESW EMPIRE NO. 49 (LEASE NO. 11-
79817), BOTH IN SECTION 19.

ALL IN TOWNSHIP 17 SOUTH, RANGE 17
EAST, 69.93 TOTAL ACRES, PIMA COUNTY,

ARIZONA.
APPLICANT: CALIFORNIA PORTLAND
CEMENT CO.
FINDINGS OF FACT

The records of the Arizona State Land Department (the “Department”) reflect
the following facts:

1. California Portland Cement Co. filed renewal applications for the following
mineral leases located in Pima County: 11-35596, 11-35597, 11-79816 and 11-79817.

2. Lease No.’s 11-35596 and 11-35397 expired in Japuary of 1996, Lease No.’s 11-
79816 and 11-79817 expired in July of 2000,

3 Under prior mineral leases 11-35596, 11-35597 and 11-79817, there was no
reported mineral production by the Jessee, and under lease 11-79816, there were only
two months of production.

4. The Department, because of lack of human resources and other reasons, had
not until more recently, processed the mineral lease renewal applications. The
applications, as renewal applications, are stale and the issuance of leases as renewal
leases under A.R.S, § 27-233, does not advance the interests of the Trust, however a

valuable mineral deposit exists to support issuance of mineral leases under A.R.S. § 27-
254.

5, The issuance of the mineral leases and thc mining of the property has the

potential to generate up to two million dellars for the Trust, while preserving the land
for future uses.
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6. The Applicant has indicated an intention to accomplish removal of the mineral
resource within a fifteen year term. ‘
7. The conduct of mining is an activity that involves disturbance of the surfacc and
the Department will require that appropriate reclamation be assured.
8. The Applicant's proposed operation and reclamation plans are detailed in the
Applicant's Draft Mineral Development Report submitted to the Department.

9. The Department has reccived numerous comments regarding the proposed

mining operations, including comments from Pima County. Subsequently the State
Land Commissioner (the “Commissioner®) asked the County to elaborate on its
concerns and suggest recommendations. The County delivered letters dated June 30,
2006 and July 28, 2006, setting forth specific concerns and recommendations. The
Commissioner shared the County's letters with the Applicant and encouraged the
Applicant to respond to and address the expressed concerns. The Applicant did
deliver letters dated July 13, 2006 and August 13, 2006, responding to the County's
concerms. The Minerals Section of the Department has evaluated the comments and
concluded that the most sigaificant concerns that have been raised in the comments
can be addressed. The Minerals Section has recommended that the Department issue
the mining leascs, subject to addressing the most significant concerns,

CONCLUSIONS

There are valuable minerals present on the lands that have been applied for by
California Portland Cement Co. that meet the statutory criteria for issuance of mineral
leases. The Trust interest is served by assuring timely mining development that
secures revenue to the Trust, but results in appropriate reclamation at the end of the
mineral leases. The Trust interest is served by concurrent reclamation to the extent
practicable so that the reclamation obligation is fulfilled in a timely manner. The leases
should contain provisions that the leases would be terminated if mining production is
not achieved by the end of the second year. The leases should include a provision that
requires payment of 2 minimum guarantced annual royalty to secure revenues to the
Trust. The leases should contain requirements to address a number of significant
concerns that have been raised regarding the mining operations, which will require
amendments to the Mineral Development Report which includes the general mining
plan. ,

- RECOMMENDATIONS

Leases on the property applied for should be granted for a term of 15 years
from the transmission of the leases without remewal rights, The leases should contain
conditions to address operation, production, royalties and reclamation and other
matters including the following:
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! (1) Lessee shall have no right to renew the leases.
3
N (2) While engaging ip mining operations, the Lessee shall conduct comcurrent
4| reclamation in a manner satisfactory to the Department.
° (3) The Lessee shall accomplish appropriate and complete reclamation as
6|| determined by the Department during the term of the leases with the final reclamation
to be completed by one hundred and twenty days following the end of the lease term.
7|| Reclamation shall include minimization of visual impacts from scenic roads/highways,
i including contouring and landsecaping tailings to match the surrounding native
3 landscape and land forms.
9

(4) The Lessee shall provide the Department financial assurances for
10|| reclamation prior to issuance of the leases in an amount to be determined by the
Department. The Department shall have the right to periodically review the financial
11/} assurances to adjust the amount upward or downward as deemed necessary by the
12 Department.

13 (5)  Lessee must comply with applicable regulatory requirements, inchrding
an ADEQ Stormwater Pollution Prevention Plan, and permitting requirements
14|| (including AZPDES General Permit, NPDES Storm Water Multi-Sector General
Permit, Pima County Air Quality Permit), and any other applicable state, federal or
13/ locallaws. Lessec shall comply with Pima County's lighting codes (dark sky codes).

16 (6)  Lessee sball pay a minimum annual royalty of $60,000.00. The advance
17|| royalties shall first be a credit for Lessee against royalties due to Lessor for material
used or removed, however the entire portion of advance royalties unused upon the
18|| termination or expiration of the Leases shall be the sole property of Lessor. Lessee
shall pay said advance royaltics each year regardless of use or removal of materials.
19/} The advance royalties shall be a continuing credit during the entire term of the Leases.

20 (7)  If there is no production by the end of the second year of the Leases, the
21(] Leases shall terminate.

22 (8) Lessee shall conduct invasive species monitoring during mining
operations and Lessee shall implement measures to limit non-native species invasion

23|| into the area as determined by the Department. In the event non-native invasive

94| species are introduced into the area, Lessec shall undertake appropriate corrective

and/or mitigation measures as determined by the Department.

25

()] Lessee shall follow, and assure that its agents and subcontractors follow,

26| applicable trapsportation laws and ordinances pertaining to operation of trucks on

27 roadways and Lessee shall consult with Arizona Department of Transportation to
address safety issues.

28
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(10) Overburden piles from mining shall be placed'and maintained (with
riprap if necessary) to prevent erosion sediment from entering washes that drain into
Davidson Canyon.

(11)  Lessee shall prepare a drainage report which ideutifies appropriate steps
that will be taken to control runoff, minimize erosionm, maintain water quality and
otherwise prevents any adverse impacts on perennial surface flow.

(12) The Department is concerned about depletion of groundwater resources
in the area of the mining leases. Lessee shall not develop any groundwater on the
leased land. Lessee has represented that it intends to acquire water needed for its
operation from commercial off-site sources. Lessee’s water usage on-site shall be
restricted to no more than an annual average maximum of 12,000 gallons per day.

(13) A siren shall be sounded prior to all blasting. Notice of siren sequences
will be posted at the quarry site and distributed to residences in the vicinity.

(14) Lessee shall provide reasonable notice to residents in the area in advance
of all blasting,

(15) Lessec shall fence the quarry sites and a cattle guard will be installed at
the entrance to the quarry to prevent livestock from entering the mined area.

(16) Lessee shall monitor the first production shot with sensors set at
positions determined by Lessee¢ to measure seismic impact upon structures in the area
and provide the information from this monitoring effort to the Department,

(17)  Lessee shall conduct blasting pursuant to all applicable regulations and
laws, multiple delays will be employed so that not more than one hole goes off at a time
and a noiseless trunk line shall be used to minimize noise.

(18) Lessee shall submit a more detailed reclamation plan as directed by the
Department staff subsequent to issuance of the Mining Plan of Operation and before
reclamation activities commence.

Additiopally, other conditions relating to operations will be finalized prior to
offering the leases. :
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ORDER

Upou consideration of the facts and recommendations listed above, it is
ORDERED that California Portland Cement be granted mineral leases on the lands
covered by Renewal Application No.’s 11-35596, 11-35597, 11-79816 and 11-79817,
each for a term of fifteen years, subject to the inclusion in the leases of the conditions
contained in the Recommendations of this Decision and other conditions deemed
necessary by the Department.

This Order is effective immediately.

MARK WINKLEMAN |
State Land Coninissi

Copy of the foregoing mailed/
delivered this 22nd day of
November, 2006, to:

Certified No. 91 7108 2133 3931 8305 9518 CALIFORNIA PORTLAND
CEMENT COMPANY
2025 E FINANCIAL WAY STE 200
GLENDORA CA 91741

Certified No. 91 7108 2133 3931 §305 9525 DECONCINI MCDONALD
YETWIN & LACY PC
¢/o JOHN LACY & MICHAEL URMAN
2525 E BROADWAY BLVD STE 200
TUCSON AZ 85716 5300

Copy to:  Attorney General's Office, Natural Resources Section/attn: Theresa Craig
Natural Resource Division/Minerals Section/attn: Mike Rice
File No. 11-35596
File No. 11-35597
File No. 11-79816
File No. 11-79817




