United States Department of the Interior @
Bureau of Reclamation L@ Y
RECEIVED
Water Rental and Forbearance Agreement ‘

with ’ JUN 2 5 2004

TLK Farms .
s LOC DEPARTMENT OF WATER RESOURCES

Reclamation Agreement No. 1425-04-WL-~10-0003

This Agreement is entered into pursuant to the Reclamation Act of 1902, as amended and
supplemented, for the purpose of meeting commitments of the Bureau of Reclamation
(Reclamation) under the Biological Opinions on the Operation of the Federal Columbia
River Power System and the operation and maintenance of Reclamation Projects in the
Snake River Basin above Brownlee Dam. This Agreement is by and between the United
States of America, acting by and through the Department of the Interior, Bureau of
Reclamation, represented by the officer executing this instrument on its behalf and

TLK Farms, hereafter known as the Lessor.

RECITALS

A. WHEREAS, Reclamation has commitments under Biological Opinions on the
operation of the Federal Columbia River Power System and the operation and
maintenance of Reclamation Projects in the Snake River Basin above Brownlee
Dam to provide flow augmentation for delivery at Lower Granite Dam.

B. WHEREAS, The Idaho Legislature authorized Reclamation to annually rent up to
427,000 acre-feet of storage water per year during the years 2002-2004 under the
provisions of Idaho Code § 42-1763B.

C. WHEREAS, In 2003, there was insufficient storage water available for rental by
Reclamation to meet the 427,000 acre-feet rental target. Therefore, Reclamation
conducted a pilot leasing program under which water right holders submitted
proposals to idle land and place their water rights in the State Water Supply Bank,
thereby increasing water flow downstream to Lower Granite Dam. Rules
governing the Idaho State Water Supply Bank, IDAPA 37.02.03, provide that
rentals shall be approved only for use in Idaho unless there is compliance with the
provisions of Idaho Code § 42-401(3). In order to avoid the complexities of
Reclamation seeking approval for out-of-state use, the water was rented by the
Idaho Power Company and used for hydropower generation in Idaho with the
result that additional water flowed to Lower Granite Dam for flow augmentation.

D. WHEREAS, Similar to 2003, it is expected that insufficient storage water will be
available this year for rental by Reclamation. Therefore, Reclamation is
conducting another similar pilot program (Program). Under this Program, water
right holders will forego irrigation of land and place their water right into the
Idaho State Water Supply Bank. As a practical way of ensuring that Reclamation
receives additional water, over and above the water flows that would otherwise be
available, a qualification was added requiring that the land to which the water
right is appurtenant was either irrigated last year or was in Reclamation’s 2003



program explained in Recital C above. Again, it is intended for Idaho Power to
rent the water from the State Water Supply Bank. '

Reclamation advertised a request for proposals to the public. In response, the
Tessor submitted a proposal for participation in the Program. The proposal shows
that the Lessor has a right to use water for irrigation purposes and absent this
Program was intending to irrigate with the water proposed for the Program.
Therefore, placing the Lessor’s water in the Water Bank during 2004 will result in
additional water in the Snake River at Lower Granite Dam, Oregon. This
additional water will be counted towards Reclamation’s obligation to provide
427,000 acre-feet of water at Lower Granite Dam.

AGREEMENT

NOW THEREFORE, in consideration of the mutual and dependent covenants herein
contained, the parties agree as follows:

L

A.

Land Accepted into the Program

The total number of acres accepted into the Program is4 73,4 acres. The land,
hereinafter referred to as the Land, accepted into the Program is identified as
“LL” on the map(s) included in Attachment A. This is the maximum number of
acres eligible for payment under this Agreement. Reclamation recognizes the
following conditions may exist: 1) additional acres may have been proposed in
the Lessor’s application, 2) the Lessor may have a right to irrigate additional
acres, 3) the Lessor may intend to irrigate additional acres in 2004 and is willing
to idle those acres, and 4) the Lessor may submit an application to the State Water
Supply Bank to lease water rights appurtenant to acres other than the acres
identified in this Agreement. Notwithstanding any of the conditions stated above
or any other conditions, under this “willing seller, willing buyer” Agreement, the
number of acres covered by the Agreement is limited to the number and location
stated in this section LA. of the Agreement.

If it is determined after the execution of this Agreement that certain acres are not
eligible for the Program because of a mistake, error, or misrepresentation in the

Lessor’s application, the land covered under this Program will be reduced
accordingly.

The Land may not be irrigated from any source, regardless of whether there is
another valid water right appurtenant to the Land. Water authorized to be
diverted under water rights, or portions of water rights, leased to the Water
Supply Bank may not be applied to lands that are not identified in this Agreement.
The Lessor may not water the Land for any reason; for example, testing
equipment, irrigating a cover crop, or dust abatement.

IDWR intends to monitor the Lessor’s idled lands. The monitoring will include
field visits, and the collection and analysis of satellite data and related pump and
flow measurements collected at IDWR’s discretion. The Lessor agrees to allow
the collection of data and access for field visits.
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HIL

Water Rights Appurtenant to the Leased Land

The Lessor agrees that this Agreement shall be submitted to the Idaho State Water
Supply Bank as an application to lease water to the bank, and that the Lessor 18
offering the water rights described in Attachment A to the bank by signing this
Agreement. The Lessor agrees that any additional information or requirement
IDWR may require to process or accept the application shall be furnished
promptly to IDWR, including but not limited to, the submission of a separate
application form if required. Failure to comply with IDWR requests for
information or other requirements is cause for termination of this agreement.

All rentals of the Lessor’s water rights out of the water bank shall be subject to
Reclamation’s approval.

With respect to the water rights covered by this Agreement, the Lessor warrants
that the Lessor has the right, title, and interest necessary to enter into this
Agreement; and that there are no agreements, leases, licenses, liens or
encumbrances which would prohibit the Lessor from placing the Lessor’s water
rights into the Idaho State Water Bank; and that to the extent necessary, the
Tessor has obtained any consent or approval necessary to authorize the execution
of this contract.

The Lessor shall immediately notify Reclamation if there are any changes in
ownership, or any encumbrances or liens placed upon, any of the real property or
water rights covered by this contract during the term of the Agreement.

Payment

By signing this Agreement the Lessor offers to the Idaho State Water Supply
Bank the water rights described above for a total lease price of $ _50,.27¢. 4 .
This amount is based on $ /0. ¢ per acre of land idled. The Lessor understands
that the amount the Lessor will receive from the Idaho State Water Supply Bank
is 90% of the total lease price. Ten percent will be retained by IDWR for
administrative costs of operating the Water Supply Bank, pursuant o the Water
Supply Bank Rules.

Payment as shown in section IIL.A above is based upon a dollar amount per acre
of land idled, regardless of the diversion rate or maximum diversion volume
allowed under the water right, the historical diversion rate or consumptive use
under the water right, or the diversion rate or diversion volume approved for lease

by IDWR.

Pursuant to the Water Supply Bank Rules, IDAPA 37.02.03, after the water rights
are leased, payment is to be made by the Water Supply Bank to the Lessor.
Lessor agrees to accept the following intended plan for payment by IDWR: One
half of the estimated payment will be made on or about July 30, 2004, and the
remainder will be paid after the irrigation season ends and final verification of
program compliance is complete. Reclamation will enter into a separate contract
with IDWR to make payment to the Water Supply Bank for this purpose.
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IV.

E.

Term, Termination of Agreement and Remedies

The Agreement shall become effective on the date of the last signature hereto and
shall extend through December 31, 2004.

At Reclamation’s discretion, this Agreement may be terminated upon:

(1)  Failure of the Lessor to abide by the terms and conditions of this
Agreement;

(2)  Refusal of the Lessor to allow Reclamation or IDWR access to the Land to
monitor compliance with the Agreement; '

(3)  Application of water by the Lessor (o the Land during the period of this
Agreement, except in emergency situations where the application of water
is required for public safety reasons;

(4)  Discovery of fraudulent information submitted in the Lessor’s
Application.

If this Agreement is terminated for any other reason prior to its ending date, the
Lessor shall reimburse Reclamation for a prorated portion of the amount stated in
Section IIL.A of this Agreement, as determined by Reclamation.

Miscellaneous

The Landowner or Lessor is responsible for all taxes, assessments, soil
conservation measures such as weed and erosion control and other obligations
related to any of the Land covered by this Agreement.

The Landowner will indemnify and hold harmless Reclamation from any loss or
damage and from any liability on account of personal injury, property damage, or
claims for personal injury or death, or property damage of any nature caused by
the Landowner or any person, firm or corporation acting on the Landowner’s
behalf related to or arising out this Agreement.

Water Right Ownership

This Agreement shail not be used as evidence of ownership of water rights in the
Snake River Basin Adjudication.

Officials Not to Benefit

No member of or delegate to Congress or the Resident Commissioner shall be
admitted to any share or part of this Agreement or to any benefit to arise
therefrom, but this restriction shall not be construed to extend to this Agreement if
made with a corporation or company for its general benefit.

Covenant Against Contingent Fees
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The Lessor warrants that no person or agency has been employed or retained to
solicit or secure this Agreement upon an agreement or understanding for a
commission, percentage, brokerage, or contingent fee except bona fide employees
and bona fide commercial agencies maintained by the Lessor for the purpose of
securing business. For breach or violation of this warranty, Reclamation shall
have the right to revoke this Agreement without 11ab111ty or in its discretion to
require the Lessor to pay the full amount of such commission, percentage,
brokerage, or contingency fee to the United States.

Signatures
Print name(s): TLK @m& ; Inc. - 7??’/?@,{} Keﬁfﬂé/zg
Mailing address: Y75 £, /ZPMN.’, 247%Y ;4/0/7)9{. T & 3647

Phone: .

Signed-«:/ MMEZ%W for TiLK Carms / e
d J

Signed

Title: }0 red

Date: é/ /‘?04

& .
On this (ﬁ day of M 2004, before me th under51gne Notary Public in and for
said county and state, personally appeared ,é'_[( 1143 , known to
me to be the person whose name is subscrlbed to w in mstrument and ﬁéknowledged to
me that he/se executed the same.

In WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal, the day
and year in this certificate first written.

Notary Publjc in and-for Idaho
Residing at; /e O W
Commission Expires: 3‘_ 2/ O 5

Tt i Sl T e e
2

C“‘ IS ALZOLA
iy Pubiic
:‘)é,..l,.1 ﬂslagho

P R e e
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For the Bureau of Reclamation

_— @,ﬁa/ y

egional Director, Pacific Northwest Region
Date: %/
s 22 day of foci
On this day of pes , 2004, before me the undersi fned Notary Public in and for
said county and state, personally appeared nneth » known to

me to be the person whose name is subscribed to within instrument and acknowledged to
me that he/she executed the same.

In WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal, the day
and year in this certificate first Wl‘l’ftfﬂnuu., .

'
«\ Liajo(oj '1’1/ /
Sy el ., K
§ s STARY ot%uhllc in and for Idaho
g-é

\

Ay
] :" _ % 3 Residingat; Ada County, Idaho
§ 3 <7 . :{ § CommissionExpires: /, 7/2007
% 1‘6 Pys‘ 0 C);?
‘.’¢' J‘]..."...“.."‘.\:}- \‘s

A TE 0F o

""llun“"
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Page 1

{DAHO DEPARTMENT OF WATER RESOURCES
Adjudication Claim Repert 2-2379

WATER RIGHT NUMBER: 2-2379

Owner Type
Original Owner

Original Owner

Original Owner

Criginal Owner

Attorney

Qriginal Owner

Original Owner

Current Owner

Original Cwner

Attorney

Criginal Owner

Original Owner

Name and Address
THE TRAVELERS INSURANCE CO

, 1D
JEANETTE C RICE

1D

ROBERT C RHEAD
800 W CHINDEN
MERIDIAN, ID 83842
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IDAHO DEPARTMENT OF WATER RESOURCES
Adjudication Claim Report 2-2379

Priority Date:  09/03/1965

Basis: License

Status: Active

Source Tributary

SNAKE RIVER COLUMBIA RIVER

Beneficial Use From To Diversion Rate Annual Volume
IRRIGATION 3/15 to 11115 23.670 CFS 6,400.00 AF

Total Diversion: 23.670 CFS 6,400.00 AF

Location of Point(s) of Diversion
SNAKE RIVER L4 (NW1/ANW1/ANW1/14) Sec. 1, Twp 065, Rge O7E, B.M.
ELMORE County

Place of Use
IRRIGATION
Twp Rge Sec | NE | NwW | SW I SE |
| NE | NW | SW | SE | NE JNW | SW | SE | NE | NW | SW | SE | NE | NW | SW | SE | Totals
055 07E 23 | 400 ] | | 40.0 0j 160.0
| I | I {
055 O7E 24 | ] 40.0 400 | 40.0 40,0 40.0 40.0| 10.0 400 35.0] 3250
! | I I |
055 O7E 25 | 29.0 300 40.0 4001 38.0 400 40.0 400|400 40.0 40.0 400| 40,0 400 | 538.0
I | ! | I
055 O7E 26 | | | | 40.0 38.0 400 118.0
| | [ I I
058 O7E 35 | 30.0 39.0 | 40.0 | | I 109.0
| ! ! ! |
0SS O7E 36 | }10.0 20.0 | 1 | 30.0
I | i I !
Total Acres: 1280
Conditions of Approval:
1. 016  See remarks for additional conditions of approval.

Remarks:

Comments:
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IDAHO DEPARTMENT OF WATER RESOURCES
Adjudication Claim Report 2-2379

Dates and Other Information:

Claim Received Date: 12/4/1989
Enlargement Use Priority Date:
Enlargement Statute Priority Date:
State or Federal: s

Owner Name Connector:

Water District Number:

Generic Max Rate Per Acre:
Generic Max Volume Per Acre:
Swan Falls Trust or Nontrust:
Swan Falls Dismissed:

DLE Act Number:

Carey Act Number:

Mitigation Plan: False

Combined Use Limits:




REAL PRCPERTY

The real property located in Elmore
County, Idaho, and particularly
described in Exhibit A that is attached
hereto and by this reference made a part
hereof.

PERSONAL PROPERTY
The personal property located in Elmore
County, Idaho, and particularly
described in Exhibit B that is attached
hereto and by this reference made a part
hereof.

1. TERM. The initjial term of this lease shall
commence on January 1, 1996, and shall end on Dacember 31,
1998, unless soonex terminated as provided herein. 1If the
jessee has not completed harvesting of the crops grown on
the leased premises by December 31, 1998, or any other year
of this lease after notice of termination as provided
herein, then the term of this shall be extended to the date
that harvest is completed, except the winter wheat crop. In
the event lessee has planted a winter wheat c¢rop that is
growing on the demises premises at the end of the term of
this lease, owner shall pay to lessee all of lessee's out-
of-pocket expenses for planting and fertilizing said crop.

2. OPTION TO RENEW. If at the expiration of the
jnitial three-year term of this lease, lessee shall have
fully performed all of the terms and conditions of this

lease, lessee shall have the option to extend or renew this
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jease for an additional three-year term commencing January
1, 1999. Lessee shall give owner written notice prior to
June 30, 1998, of his election to extend and renew this
lease for an additional three-year period. If a new rental
rate cannot be agreed upon by owner and lessee by Auqust 31,
1998, for the additional three-year term, then this option
to renew shall be null and void and owner shall have the
right to lease the demised premises to any other party.

3. RENT. The lessee shall pay to the owner as rent
for said premises the sum of Ninety-Seven Thousand Five
Hundred Dollars ($97,500.00) per year for each year of this
lease as follows:

(a) The sum of $12,500 on December
31, 1995, 1996, and 1997,
unless this lease is sooner
terminated as provided herein.

(b} The sum of $42,500.00 on or
before April 1, 1986, 1997,
and 1998, unless this lease is
sooner terminated as provided
herein.

(¢) The sum of $42,500.00 on or
pefore October 31, 1996, 1997,
and 1998, unless this lease is

gooner terminated as provided
herein.

4. RIGHT TO TERMINATE. The lessee shall have the
option to terminate this lease at the end of any calendar

year of the lease, if the irrigation main line becomes
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unusable, by so notifying the owner in writing on or before
September 1 of the year in which the lessee desires to
terminate this lease.

5. RIGHT OF NOTICE. In the event owner decides to
sell the demised premises, it shall first provide written
notice to lessee of its jntent to sell the property and the
price and terms on which it intends to offer the property.
Lessee shall have thirty days after receipt of the written
notice from owner within which to make a written offer to
purchase the property. If owner does not accept lessea’s
offer to purchase the property, then lessee may offer the
property for sale to third parties. Any such sale by owner,
except to lessee, shall be subject to this lease and any
extensions or renewals hereof.

6. RIGHT OF FIRST REFUSAL. In the event the owner
should receive a bona fide offer to purchase the leased
premises during the term of this lease or any extension or
renewal thereof, and the offer to purchase is satisfactory
and acceptable to the owner, then the lessaee shall have the
right and privilege to purchase the premises at the same
price and on the same terms of the offer so made. This
right shall be extended to lessee by the owner giving writ-
ten notice of the offer to the lessee by registered or

certified mail, return receipt requested, to the lessee's

FARM LEASE - 4
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address as provided above, which notice shall require the

lessee to accept the offer in writing within fifteen (15)

days after the mailing of said notice to lessee. If the

lessee electd to meet such offer, he shall give the ownex

written notice thereof and closing of the sale shall be

according to the offer, whereupon the owner shall convey to

lessee fee simple marketable title to the premises. The

failure of the lessee to accept the offer to purchase within

the fifteen days shall nullify and void the privilege to

lessee, and the owner shall be at liberty to sell the

premises to any other person, firm or corporation. Any auch

sale by owner, except to lessee, shall be subject to this

jease and any extensjions or renewals hereof. This right of

first refusal shall be in addition to the right of notice OB
provided for in Paragraph 5 above. i'gh;:sg;ghﬁagsz;;s;i:Z:u:g:ij:; ﬂﬁgeinpgﬁzfc

graph 5 and Owner is actively marketing the property subsequent to such notice.
7. NECESSARY REPAIRS OR REPLACEMENTS . It ims

understood by the parties that the following repairs need to
be made prior to the 1996 farming season in order for the
leased premises to be farmable.
(a)} Pull and repalr the river pump
not pulled and repaired in the
last three years.
It shall be the responsibility of the owner to make the

above repalirs or provide replacements at its own cost. It

is understood that owner may not be able to meke the above
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repairs or provide necessary replacements because of a lack
of funds and adequate time within which to make the repairs.
1f the above repairs or replacements are not completed by
owner by March 1, 1996, then lessee will make the necessary
repairs or provide necessary replacements and bill the owner
for the same. If the owner does nct pay lessee for said
repairs and replacements within fifteen days of billing by
lessee, lessee may deduct the cost of such repairs and
replacements from the next lease payment or payments due
from lessee to owner.

8. USE, MAINTENANCE AND REPAIR OF IRRIGATION
EQUIPMENT. The owner shall supply the irrigation equipment
described in "Exhibit B" and by this reference made a part
nereof. The lessee acknowledges there is sufficient
irrigation equipment to irrigate the leased premises. The
lessee shall provide drip oil for all electric motors and
shall check all of said motors and pumps at least two times
each day and shall maintain a proper olil supply in said
pumps. The owner ghall maintain all irrigation equipment at
its own expense, provided however, that lessee shall repair
or replace all irrigation equipment damaged or lost by him,
his employees Or agents. If any necessary repairs or
replacements to the main irrigation system axe not made by

the owner within 24 hours after the need for such repairs or
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replacements become known to it, then 1n that event, the
lessee shall have the right to make the necessary repairs or
replacements, and the cost and expense thereof shall be
borne by the owner and the owner ghall immediately reimburse
the lessee for any expenses paid by the lessee in making any
such repairs or replacements. However, it is expressly
understood and agreed that any repairs or replacements to
the main irrigation system necessitated by the negligent
acts of the lessee, his agents, servants or employees shall
be made promptly by the lessee at his own expense, and in
the event of his failure to do so within 24 hours after the
need for the repairs or replacements, the lessee shall
immediately reimburse the owner for any expenses pald or
incurred by the owner making such repairs or replacements.
In the event that the lessee gshall make any payments,
perform any acts, Oor cause any acts to be performed for or
on behalf of the owner that the owner should have performed
pursuant to this lease, then the lessee may deduct the cost
thereof or the reasonable value thereof together with
interest from the date paid at the rate of 12 per cent per
annum from rent when next due. Lessee shall prepare and
submit to owner on or before June 30 and November 30 of each
vear of this lease an jtemization of all costs and expenses

made for repairs and replacements for which lessee meeks
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reimbursement from owner. If lessee uses his own employees
to perform any labor necessary to make the repairs and
replacements, owner shall reimburse lessee the actual hourly
wage paid to each of lessee’s employees to make said repalrs
and replacements, plus eighteen per cent (18%) of said
amount. Lessee shall notify owner of this option when taken
and shall give a full accounting of all amounts paid or of
the reasonable value of the acts so paid or performed.
Lessee shall make no repalrs or replacements of a non-
emergency nature on owner's behalf without the prior written
approval of owner, which approval shall not be unreasonably
withheld.

9. LABOR AND EQUIPMENT. Excapt as provided herein,
the lessee agrees to furnish at his own expense all labor,
machinery, equipment and implements necessary to till, farm
and cultivate the demised premises and to harvest the crops
produced thereon, all of which shall be done in a good and
farmer-like manner and according to usual course of
husbandry.

10. TAXES. The owner shall pay all ad valorem taxes
ljevied and assessed against the leased premises and property
during the term of this lease.

11. ELECTRICAL POWER. The lessee shall pay all
electrical power bills for pumping water for irrigation
purposes on the loased premises.

FARM LEASE - 8
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12. CGOVERNMENT WHEAT PROGRAM. Lessee shall have the
right to participate in the federal government's wheat
program as the operator for each year of this lease. Lessee
shall be entitled to receive all government payments for the
wheat program for each year of this lease.

13. LIABILITY INSURANCE. Lessee shall cause to be
written and keep in full force and effect a policy or
policies of insurance in the form generally known as public
liability, insuring the lessee and owner against any and all
claims and demands made by any persons oOr property recelved
in connection with or arising out of the operations on the
leased premises or for any injury or property damage off of
the premises caused by lessee, or lessee's sublessees,
agents and instrumentalities of lessee or legsee's
sublegssees, or for any other risk insured against by such
policies, each class of which such policies shall have been
written within limits of not less than One Million Dollars
($1,000,000.00) for damages incurred or claimed by any one
person for bodily injury, or otherwise, plus Five Hundred
Thousand Dollars ($500,000.00) damages toc property. All
such policies of the jessee shall name the lessee and the
owner, as thelir respective interests may appear, as the
persons insured by such policies; and the original or a copy

thereof of each such policy or policies shall be delivered
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by the lessee to the owner promptly upon the writing of such
policies, together with adequate evidence of the fact that
the premiums are paid in full force and effect.

14. CARE OF PREMISES. The lessce agrees to take
reasonable precautions to guard against the growth or
introduction of noxious weeds on the leased premises. The
lessee agrees to take reasonable precautions to guard
against erosion and washing of the land during irrigation.
Any damage to the leased premises or property caused by the
fault or negligence of the lessee, his agents or employees
shall be repaired by the lessee at lessee's expense within
ten days after the damage is inflicted.

1%. COMPLIANCE WITH LAWS, RULES AND REGULATIONS .
Lessee agrees to observe and comply with all rules,
requlations and laws now in effect, ot which may hereafter
pe enacted by federal, state, county, municipal ox any other
agencies 6r authorities having jurisdiction over the
premises. Lassee agrees not to commit any waste, or to
suffer any waste to be committed upon the premises during
the term hereof. Lessee shall comply with all local, state
and federal laws, ordinances, rules and regulations that
pertain to any aspect of the agricultural business on the
premises including, without l1imitation, all laws,

ordinances, rules and regulations pertaining to the above or
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below ground storage, use, transport, sale, spillage,
abandonment or disposal of agricultural chemicals, liquid
fuels, petroleum products, solid wastes, hazardous wastes or
toxic, flammable or hazardous materials of any kind, and
shall defend, indemnify and hold owner harmless with respect
to any claim related thereto.

16. NO LIENS. Lessee shall mnot permit or cause the
imposition of any lien, financing statement or encumbrance,
regardless of cause or reason, On the leased premises or any
improvements thereon.

17. HOLD HARMLESS. The lessae agrees to indemnify and
save harmless the owner from all liability of every lind or
nature whatsoever and to every person Or entity whomsoever,
arising from any act or omission of the lessee or his
employees, servants, agents or representatives In the course
of, or in any way ralated to, the farming operations and
work to be conducted by the lessae under this agreement.

The lessee agrees to defend the owner in any claim or action
prosecuted against the owner with respect to any such
liability and the lessee agrees to bear the cost and expense
of such defense, including all attorney fees.

18. SUBLEASE OF IRRIGATION PIPE. It is understood
that the lessee may use some of his own handlines on the

leased premises. If lessee uses his own handlines of the
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leased premises, he shall provide the owner with a liat of
the lessee’'s handlines he 1s using on the premises. The
lessee may sublease any of the irrigation pipe leased from.
the owner not needed by lessee in his farming operation,
with the prior consent of the owner, which consent will not
be unreasonably withheld. Any such sublease of irrigation
pipe shall be in writing with a description of the pipe.
The payments received for the rental of the irrigation pipe
not needed by the lessee pbecause of the use of lessea's own
irrigation pipe shall belong to the lessee. The payments
received for the rental of the other irrigation pipe not
needed by the lessee shall first be used to repair the
irrigation pipe and the irrigation main line, as necessary.
Any money remaining after the repair of the irrigation pipe
and irrigation main line, shall be paid 10% to lessee and
the balance placed in a reserve fund to be used for future
major irrigation system repalrs. Lessee shall account to
owner for all rent received for the jrrigation pipe and all
money spent on the repair of said pipe. All such irrigation
pipe 80 subleased by lessee shall be returned to owner's
winter storage site at the end of the farming season, or

properly stofed in the field near the farm where the pipe

has bsen OIr will be leased.
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19. RIGHT OF FREE ENTRY. The owner or owner's agents
shall have the right of free entry upon the leased premises
at any time during the term hereof for the purpose of
examining the premises to determine whether or not the terms
and conditions of this lease are being fulfilled and for any
other purpose incidental to this lease.

20. ENVIRONMENTAL DAMAGE NOT CAUSED BY LESSEE. Owner
shall indemnify and hold lessee harmless from any and all
costs, damiages Or 1iability of any kind for any
environmental damage or clean up under federal, state oI
local laws, not caused by lessea, his agents or employees.

21. DEFAULT. If default or preach be made by any
party to this lease, then the non~-defaulting party shall
have all of the rights and remedies avallable at law or in
equity, and all such rights shall be cumulative.

22. SEVERABILITY. In case any one or more of the
provisions contained in this lease shall for any reason be
held to be invalid, illegal or unenforceable in any respect,
such invalidity. illegality or unenforceability shall not
affect any other provision hereof and this lease shall be
construed as if such invalid, illegal or unenforceable

provision has never pbeen contained herein.
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23. GOVERNING LAW. This agreement shall be governed
by the laws, including conflicts of law, of the State of
Idaho as an agreement between residents of the State of
idaho and to be performed within the State of Idaho.

24. GRAMMATICAL USAGE. In construing this agreement,
feminine or neuter pronouns shall be substituted for those
masculine in form and vice versa, and plural terms shall be
substituted for singular and singular for plural in any
place in which the context so regquires.

25. HEADINGS. The headings contained in this
agreement are for reference purposes only and shall not in
any way affect the meaning or interpretation hereof.

26. ENTIRE AGREENENT. This agreement embodies the
entire agreement between the parties hereto and there shall
be no oral agreements existing between the parties relative
to the subject matter hereof. This agreement may only be
amended by written document execntad by all of the parties
hereto.

27. SURVIVAL OF TERMS. The indemnities, representa-
tions and warranties of the parties contained herein shall
survive the expiration or other termination of this lease
and shall remain in full force and effect thereafter.

28. ASSIGNMENT. This lease shall be binding upon the

respective heirs, successors and assigns of the parties.
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Except as herein provided lesseo ghall not assign or sublet
all or any part of his interest in the leased premises under
this leage without the owner's prior written consent, which
consent shall not be unreasonable withheld.

29, ABANDONMENT. Lessee will not vacate, abandon,
surrender or cease to farm the leased premises during the
term of this lease. 1f lessee does BO, in addition to the
other remedies given to owner, the owner shall have the
right to take possession of and treat as abandoned any
property left on the premises by lessee, but only after
thirty days' written notice to lessee to remove said
property.

30. SURRENDER. Upon the termination or earlier
expiration of this lease, lessee will surrender the leased
premises in the same or better condition as received,
ordinary wear and tear expected. Lessee, at his expense,
will repair any damage to the premises arising from the
removal of any Crops, improvements or personal property
owned by lessee. LeBsee will indemnify owner against aﬁy
loss or lability resulting from leansee's delay in
surrendering the premises, including without limitation, the
claim of any succeeding tenant based upon lessee's delay.

31. REPORTS. Lessee shall provide owner with semi-

annual written status reports concarning the leased premises
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including, but not limited to, expenses of operation and
expected future expenses. Leesee shall also immediately
notify owner of any material changes or occurrences on or to
the premises or personal properiy located on the premises.

32. CROPS TO BE PLANTED. Lessee shall follow good
farming practices in his crop rotation and will use the same
type of crop rotation on the leased premises as 1if the same
were owned by lessee. Lessee shall not follow beets on
beets oxr potatoes on potatoes. l.essee shall grow some
alfalfa and wheat on the leased premises. Lessee shall
submit to owner an itemization of the crops he proposes to
plant on the demised premises prior to April 1 of each
farming season for approval by owner, which approval shall
not be unreasonably withheld. ILessee shall provide owner a
yleld report of crops grown on the premises by November 30
of each year of this lease.

33. ATTORNEY'S FEES. In the event it becomes
necessary for aither of the parties hereto to place this
jeagse in the hands of an attorney for enforcement of thelr
rights hereunder after default of the other party, or to
bring suit for enforcement of their rights hereunder after
gsuch default, then the defaulting party agrees in such case
to pay a reasonable attorney's fee incurred by the other

party, in addition to the other damages allowed by law.
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34. COVENANT. The owner hereby covenants that the
lessee performing the terms and conditions hereof shall
peacefully and quietly have, hold and enjoy the said leased

premises and property during the term hereof.

35. HEIRS AND ASSIGNS. The terms and conditions
hereof shall extend to and be binding upon the heirs,
administrators, executors and assigns of the respeactive

parties hereto.
IN WITNESS WHEREOF, the said parties have hereunto set

their hands the day and year in this agreement first above

written.

SNAKE RIVER RANCH, LTD.,
a California limited
partnership,
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STATE OF COLORhno )
) 88.
COUNTY OF /)

on this /3% day of ,f/at/fﬁégg, 1995, before me, the
undersigned, a Notary Public in and for said state, person-
ally appeared , known to me to be one of the
partners of the pa tnership known as SNAKE RIVER RANCH,
1LTD., a California 1imited partnership, and the partner who

suhscribed said partnership name to the foregoing instru- i
ment, and acknowledged to me that he executed the same in .o ”}&
said partnership name. . A
PRGN
IN WITNESS WHEREOF, I have hereunto set my hand ana¥ .
affixed my official seal, the day and year in this cett].l’fi\JT 9,
cate first above written. . N L

STATE OF IDAHO, )
) ss.
COUNTY OF ELMORE, )

On this [7‘Lday of Novembec , 1995, before me, the
undersigned, a a Notary public in and for sald state, person-
ally appeared TERRY L. KEPTTERLING and LIRDA K. KETTERLING,

p‘nd wife, known to me to be the paersons whose names
o "ai- to the foregoing instrument, and acknowledged

_‘ \t.o me théﬁ i;l’sey executed the same.

"J\

: e N wrmizss WHEREOF, I have hereunto set my hand and
%t e ffIxe my Qtﬂcial seal, the day and year in this certifi-

43
i‘f-":/ céve \f rsg_ abo;le written. ( .
: \\ o ;‘E;@C !M m;f
NG o st

l . pral—
f A .z\“‘ Notary (ablic for 1d

r“—l

ing at Mountain HOme, ID
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EXHIBIT A

Township Five South, Range Seven East, Boise Me-
ridian, Elmore County, Idaho:

SG§§ion Twenty-three: The East Half of the East —
Half.

gection Twenty-four: The South Half of the South-
east Quarter; the Southwest Quarter, the west Half
of the Northwest Quarter.

section Twenty-five: The Northeast Quarter, the
West Half of the Southeast Quarter, the West Half.

section Twenty-six: The Northeast Quarterx of the
goutheast Quarter, the South Half of the Southeast
Quarter.

gection Thirty-five: The North Half of the North-
east Quarter, the Northeast Quarter of the North-
wegt (marter.

TOGETHER with an easement for irrigation faclli-
ties across State of Idaho Land (Easement § 2884,
as amended) described as the Westerly Forty (40)
feet of Section Thirty-six, pownship Five South,
Range Seven East, Boise Meridian.

TOGETHER with a right-of-way grant for pump site,
inlet canal and irrigation facilities (§1-01G773,’
as Amended) across U.$. lands.

AND TOGETHER with all water rights, ditch and
canal rights appurtenant to sald property., includ-
ing all esasements required and used in connection
therewith, and TOGETHER with all irrigation equip-
ment and fixtures for the irrigation of said land,
including but not limited to the personal property
hereinafter described, and TOGETHER with the tene-
ments, hereditaments and appurtenances thereunto
pelonging or in any way appertaining, but subject
to patent reservations and recorded casements.
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EXHIBIT B

(1) Irrigation water system and other im-
provements to the Premises which include
pumps and motors, buried delivery sys-
tem, solid set and hand line sprinklers,
together with miscellaneous other irri-
gation equipment used in connection with
the irrigation of the farm.

(2) All buried main lines, with attachments.

(3) Three metal grain silos, with approxi-
mately 60,000 total bushel capacity.

It 1s understood by the parties that
lessee will not be using the potato
storage building, the shop building or
the scale and scale house, and that the
same are not a part of sald lease.
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FARM LEASE AMENDMENT

This is an amendment to that lease dated November 17" November, 1995 between Snake
River Ranch, LTD., a California limited partnership (Owner) and TLK Farms, Inc., 2
Idaho Corporation.(Lessee) The following terms and conditions are added or modified:

Paragraph 1 — TERM The new term shall begin January 1, 1999 and end December 31,
2001.

Paragraph 3 — RENT - The lessee shall pay to the owner as rent for said premises the
sum of Ninety one thousand two hundred and fifty dollars ($91,250) per year for each
year of this lease as follows:

a. The sum of $6,250 on December 31, 1999, 2000 and 2001 unless this
lease is sooner terminated as provided herein.

b. The sum of $42,500 on or before April 1, 1999, 2000 and 2001 unless
this lease is sooner terminated as provided herein.

c. The sum of $42,500 on or before October 31, 1999, 2000 and 2001
unless this lease is sooner terminated as provided herein.

Paragraph 7a ADDITIONAL REPAIRS OR REPLACEMENTS - It is understood by the
parties that the following repairs and replacements need to be made prior to the 1999
farming season in order for the leased premises to be farmable:

a. Pull and repair two river purnps not pulled or repaired in the past two years.

b. Replace portions of the Irrigation system as is outlined on Exhibit C and
Drawing A. Such repairs to cost a maximum of $85,000 and generally be as
outlined on the attached exhibits. Lessee to supervise such work.

Jt shall be the responsibility of the owner to make the above repairs or provide
replacements at its own cost. Itis understood that owner will not be able to fund the
necessary repairs and replacements until it has completed a refinancing of the property.
Lessee may make the necessary repair and replacements and bill the owner for the same.
Until owner has reimbursed Lessee for such repairs and replacements Lessee may deduct
the cost of such repairs and replacement from the next lease payment or payments due
form Lessee to owner until Lessee has been repaid in full,



All other terms and conditions of the Farm Lease shall remain in effect.

Date

Snake River Ranch, Ltd.,
A California limited partnership

TLK Famms, Inc,
A Idaho Corporation
Terry ﬁKctterling—Ppesig;t

Lessees

March, 1999

I~y



EXHIBITC
REQUIRED IRRIGATION SYTEM REPLACEMENTS 1989

&

Section  Size Length Cost/ft Escavation/ft Risers Included Total Cost
A 6 1320 0.76 0.91 8.8 1 3 2,262
B 8 860 1.32 1,03 4.4 1 $ 1,580
C 10 660 2.07 115 4.4 1 $ 2,154
D 12 1320 2.08 1.27 8.8 1 $ 5,668
G 12 1320 2.08 1.27 8.8 1 $ 5668
H 10 1320 2.07 1.15 8.8 1 $ 4,308
L 15 1320 464 1.45 88 1 $ 8,096
M 12 660 208 1.27 4.4 1 $ 2,834
N 10 1320 2.07 : 1.15 8.8 1 $ 4,308
L1 18 1500 7.64 1.63 0 1 $ 13,906
R1 18 1320 764 163 0 1 $ 12236
R 12 1320 2.98 1.27 88 1 $ 5,668
s 10 1320 207 1.15 8.8 1 $ 4,308
R2 12 1320 2.98 1.27 8.8 1 $ 5,668
TOTAL 16680 $ 78662

Section goes from letter to next letter.

G/_c-f,

3/10/99,3:00 PM Irrigation System .xls



FARM LEASE AMENDMENT #2

This is an amendment to that lease dated November | 7% November, 1995 between Snake
River Rench, LTD., a California limited partnership (Owner) and TLK Farms, Inc., a
idaho Corporation.(Lessee) and a Farm Lease Amendment dated March,1999. The
following terms and conditions are added or modified:

Paragraph 1 - TERM The new term shall begin January 1, 2002 and end December 31,
2004,

All other terms and conditions of the Farm Lease as amended in 1999 shall remain in
effect.

Snake River Ranch, Lid.,
A California l{i_qnitad partnership

PN
( By_-" \{h\,("ﬁy/d
C/ " Owner

TLK Farms, Inc,
A Tdaho Corporation

Terry ﬁ Kettcrling—Pres':%:ent

L.essees

Date : 16" of May, 2002
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FARM LEASE AMENDMENT #2

This is an amendment to that lease dated November 17™ November, 1995 belween Snake
River Ranch, L.TD., a California limited partnership (Owner) and TLK Farms, Inc., a
Idaho Corporation.(Lessee) and a Farm Lease Amendment dated March,1999. The
following terms and conditions are added or modified:

Paragraph | — TERM The new term shall begin January 1, 2002 and end December 31,
2004.

All other terms and conditions of the Farm Lease as amended in 1999 shall remain in
effect.

Snake River Ranch, Ltd.,
A California hmlted partnership

TLK Farms, Inc,
A Idaho Corporation

g

.. Ketterling-Pg€sident
Lessees

Date : 16" of May, 2002



Mr. Terry Ketterling
President

TLK Farms, Inc.

Mountain Home, Idaho 83647

January 12, 2004

Dear Mr. Ketterling;

Snake River Ranch Ltd., a California limited partnership owns a ranch of approximately
1280 acres located on the Snake River in Elmore County, Idaho. As part of that ranch
holding we own certain water rights allowing us to draw irrigation water from the Snake
River.

Currently TLK Farms, Inc. is the lessee of the property pursuant to a lease dated
November 17", 1995 and amended as of 16™ day of May, 2002. We are providing you
written permission to put all or a part of the water under our water rights for 2004 into the
Idaho State Water Supply Bank.

Snake River Ranch Ltd.
A California li 1ted partnership

@%f&/

Maraging General Partner



EXHIBIT A

aTownship Five South, Range Seven East, Boise Me-
ridian, Elmore County, Idaho:

Saczion Twenty-three: The East Half of the East —
Half.

section Twenty-four: The South Half of the South-
eagt Quarter; the Southwest Quarter, the West Half
of the Northwest Quarter.

section Twenty-five: The Northeast Quarter, the
wWest Half of the sontheast Quarter, the West Half.

section Twenty-six: The Kortheast Quarter of the
goutheast Quarter, the South Half of the Southeast

Quarter.

gection Thirty-five: The North Half of the North-
east Quarter, the Northeast Quarter of the Noxrth-
west Quarter.

TOGETHER with an easement for irrigation facili-
+ies across State of 1daho Land (Easement § 2884,
as amended) described as the Westerly Forty (40)
feet of Section Thirty-six, Township Five South,
Range Seven East, poise Meridian.

TOGETHER with a right-of-way grant for pump site,
inlet canal and irrigation tacilities (§1-01G775,

as Amended) across U.8. lands.

AND TOGETHER with all water rights, ditch and
canal rights appurtenant to said property, includ-
ing all easements required and used in connection
therewith, and TOGETHER with all irrigation equip-
ment and fixtures for the irrigation of said land,
jncluding but not 1imited to the personal property
herelnafter described, and TOGETHER with the tene-
ments, hereditaments and appurtenances thereunto
belonging ox in any way appertaining, but subject
to patent reservations and recorded easements.

.

FARM LEASE - 19
JRE (HTARETTENLING ¢ LEA
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FARM LEASE

PARTIES: SUBJECT:
SNAKE RIVER RANCH, LTD., CASH FARM LEASE
a California Limited
Partnership,

Owner,
and

TERRY L. KETTERLING and
LINDA K. KETTERLING,
husband and wife,
Lessees.
(7% Novemses

LEASE, made this day of A/QUE , 1995, between
SNAKE RIVER RANCH, LTD., a california limited partnership,
whose address is P.O. Box 130, carbondale, Coloradc 81623,
hereinafter designated as the "Owner", and TERRY L.
KETTERLING and LINDA K. KETTERLING, husband and wife, Oof 475
gast 16th North, Mountain Home, Idaho 83647, hereinafter
designated in the singular and by masculine gender as the

vLegsea".

WITNESSETH: That for and in consideration of the
covenants and agreements herein mentioned to be kept and
performed by lessee, the ownexr does hereby lease, let and
demise unto the lessee the following described real and
personal property located in Elmore County, 1daho, upon the

following terms and conditions, said property being

described as follows: ELMORE COUNTY, IDBHC 38
Request of
290167
FARM LEASE - 1 Sasembe, 17 7795
Bock Page

JRE ¢ ST\YRTTERLING tLEA

T

DOLUKES RORTECH

3y Wik ZK Lo hhe
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