IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER
FILED BY Kobeh Valley Ranch LLC {c/o General Moly
ON October 28 ,20 15

,Inc)

PROTEST

Comes now EUREKA COUNTY

Printed or typed name of protagtant

whose post office address is POST OFFICE BOX 694, EUREKA, NEVADA 89316
Street No or PO Box, City, Statz and ZIP Coée

whose occupation is  POLITICAL SUBDIVISION

and protests the granting

of Application Number 83399 filed on OCTOBER 28 ,20 15

by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.) for the

waters of M_EJNDERGROUN.D situated in  EUREKA

an underground source or name of stream, lake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO.
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THEREFORE the Protestant requests that the application be DENIED ©~ _ —°

Denied, issued subject to prior rights, £, as the Rase mﬁ?be
and that an order be entered for such refief as the State Engineer deems just and proper, e

> /7/ Ty
o o’ . t.
Signed #/%—/ %\_’_’4,.. -

- bl -
7 Agent or protestant

/\;{_J:__,GOICOECHEA, CHAIRMAN

.
e

Printad or tvped name, if agent

Address  POST OFFICE BOX 694
State of Nevada L E————

Street No. ar PO Box

County of EUREKA EUREKA, NV 89316
'C'iry, State and Z1P Coda
Subscribed and sworn to before me on  JAN. L .2, 2013 (775) 237-3262

Phone Number

by JJ. GOICOECHEA ligoicoechea@eurekanv.org

-

b : i
Signature of Notary Public Requirad

Notary Stamp or Seal Required

+ 330 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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Correcticns

Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Ewreka County et al. v, The State of Nevada, State Engineer, et
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Cowrt Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
{(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not waorked cooperatively with seunior water rights holders to resolve conflicts.

These Applications should be denied because, as configured, the proposed swells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications must, af & mininium, be postponed to allow the State
Engineer time to call for proofs of vested claims o be filed and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Apphcations should be denied since they are inappropriate while divection from the
District Cowrt is pending in Case Nos. CVi108-155, CVI1108-156, CV1108-157,
CVITI2-164, CVI112-165, CV1202-170 and CVI1207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Fureka. KVR asserts in
Exhibit C, aitached {0 each Application subject to this protest, these “new” 32
Applications are unnecessary but are being filed provisionally in case the original
applications under Ruling 6127 “are determinad by the District Court or the State
Engineer io have been denied on account of the Supremie Cowt Order....” Eureka County
asserls the Supreme Court’s Opinion requires the original KVR applications be denied.”
As such, BEurcka County agrees the correct course of action by KVR is to file new
applications if KVR wishes to proceed with Uving to acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Court direction on how to proceed, as it is a waste of tine and
resources for all involved.

These Applications should be denied because they do not include any attempt to resolve
the issues identified by the Supreme Cowrt Opinion or the outstanding issues the Supreme
Cownt did not address but nevertheless chose to reference 1 its Opinion, which highlights

el mans e E L irlare g digs gt
watons at 1ssue wnder these prot

a them which highlighis that pe

owere sent back foy correction and or have hand wiitlen

aaps changes are being pad forvward that do not exactly match

some of the previous applications.

* See BEureka County’s filings regarding this matter in the District Courl.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

the necessity of addressing all issues during KVR’s subsequent effort to secure water
rights for its project.”

7. These Applications should be denied because they do not include any design changes or
water management changes necessary 1o avoid conflicts with existing water rights or
impaimment of vested water rights. 1t is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support.  Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been able to
withdraw its protests with these entities because they made design changes oy water
management changes necessary to avoid conflicts with existing waler rights and to avoid
impatrment of vested water rights. This is the {irst time to our knowledge a mining project
has pushed forward its water right applications while prcdictintr there will be impacts and
conflicts, and drying up of water rights, but only “promising” (o {ix them at some time in
the future. Burcka County’s reply brief filed w it the Nevada supreme Court (al page 4)
in the above referenced case clearly deseribes how KVR can move forward i a manner
that removes conflicts and impainment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to climinate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency to eliminate the
conflicts, and work cooperatively with senior water rights holders to resolve conflicts.

8. Applications to Change §5575, 85577, 83579, 853581, 85582, 85583, 85584, 35585,
855806, 85588, §5589, 85591, 85592, 5503, 853594, 83500, 85507, 85598, 85599, §5603,
and 85604 must be denied hm,au:}(, they request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed 1s valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact umigation and stock watering water right holders, impact domestic well
owners and surface water flows in Kobeh Valley. According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact imigation and stock
watering water rights, domestic well owners and surface water rights in Diamond Valley,
Pine Valley and other adjacent basins, The owners of these rights contribute to the long-
term cconomice viability of the greater Eurelia community and such impacts will prove
detrimental to the health and welfare of Furcka County.

} “Begause we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court Opinicn, p. 16.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

These Applications should be denied because they threaten to conflict with or impair
water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetenmined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creck have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate all stream
waters tributary to both Pete Hansen Creek and Henderson Creek. Henderson Creek, the
principal east tibutary to the drainage basin, transports stream waters from the east {lank
of the Roberts Mountains and the westem slopes of the Sulphur Springs Range south of
Table Mountain. Several perennial springs situated in the stream systern as well as spow
melt waters, contiibute fo the stream system flow.” (Emphasis added.) To date, modeling
and data provided to the State Engineer do not prove thal pumping will not impact any of
the sources contributing to these creeks.

These Applications must be denied based on the record before the State Engineer that
praves the proposed use conflicts with or will impair and interfere with existing rights and
proteciable mterests in existing domestic wells in Kobeh Valley, and threatens (o prove
detrimental to the public inferest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964} is up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phrealophyte evapolranspiration) from the basin can be captured
by an appropriator. In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley {loor, with a reconnaissance-level
evapolranspiration estimale by the USGS of 15,000 acre-feet per year. Hydrogeslogic
mvesltigations and groundwater modeling by the applicant conclude the proposed use wil}
take decades before it results in captwe of a significant proportion of phreatophytic
discharge.  The valley floor plreatophytic vegetation will continue {0 ocour
notwithstanding the mine's pumping. Reporls issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage, The State
Engineer has previously denied applications seeling to  appropriate water fiom
groundwater storage and recognized that water sought to be appropriated from
groundwater storage is not a permanent water right. Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natwral groundwater discharge.
Eureka County would be more amenable to applications proposing pumping to more
cffectively capture groundwater drscharge, ss the patential for conflicts to prior rights and
sensitive resovrees 1s greatly diminished by hat encouraged practice,

These Applications must be denied because the proposed use conflicts with or will impair
and interfere with existing rights and proteciable interests in existing domestic wells in
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LL.C

Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely 1o reduce that
amount and alfect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underllow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it 1s USGS's opinion that data
are cwrently insufficient with which to determine the amount of inter-basin flow with any
fevel of certainty. Groundhwater modeling by the applicant's consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdawn into Diamond Valley from KVIUs project pumping,

north of Whistler Mountain, suggesting a hydrologic continuum between the two basins,
These previous hydrogeologic investigations and groundwater modcling undertaken by
the applicants consultan(s and entered into cvidence during the prior hearings in support
of the mine's groundwater vights applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as refatively impermeable.  Consequently, the groundwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
tvial. The locations of some of the points of diversion for these change applications
suggest signilicant secondary permeability exists in the vocks separating Kobelr and
Diamond Valieys, otherwise there would be little reason to propose constructing wells at
these locations. The most recent iteration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydraulic conductivity in the
mountains north of Whistler Mountain that is likely associated with the development of
secondary penmeability related to deformation of the rocks due to faulting. 1f the proposed
points of diversion are based on new data that support moderate to high values for
hvdraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
impacts of groundwater extractions so close to Diamond Valley need (o be specifically
assessed. Given the extent of the deformation of the rocks and multiple episodes of
fauliing, it 1s uniikely thal high secondary permeability is limited only to one area in the
mountains,

In light of the applicant’s most recent groundwater model, there are regions of suspacted
high hydraulic conductivity in the nmountains between Diamond Valley and Kobeh Valley
that provide potential conduits for groundwater flow between the basins, Despite all the
postining by KVR and #is consulunts during the hearing process {or the applications

considered in Ruling 6127 that inter-basin groundwater flow between Kobelh Valley and
Diamond Valley is tavial, the applicant’s consultants subsequently posited that

groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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Exhibit <A™
FEureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LI.C

206T as well as declines in the flow in Nichols Spring,” 1f Diamond V alley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow {o Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

. These Applications should be denied because they include no Monitoring, Managemeit

and Mitigation (3M) Plan developed to the satisfuction of all potentially affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Courd
concluded that *. . . allowing the State Engineer to grant applications conditioned upon
development of a future 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
fair hearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Court
Opinion, . 15

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights will occur as a consequence of KVR's /\ppllcmlom Consistent with (he
Supreme Courl’s Opinion interpreting NRS 533.370(2) at this time, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed to the satisfaction
ol all potentially affected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mifigation will be funded
in perpeluity, or until there is no longer any potential for future impacts,

Any proposed management, monitosing and mifigation plan to address known and
potential impacts from the applicant's proposed pumping must be developad with
supporting analybical data prior to any approval of the Applications, consistent with the
Supreme Cowt Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specifie, attainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

Thase Applications shouid be denied becanse KVR cannot show it has thie mfention in
good futh or finaneial ability to construct the work and apply the water (o ih; mended
benelicial use with reasonable diligence as required by NRS 533 370(1)c). The woiks

f Technica! memorandumn prepared by Interflow Hydrology, April 24, 2012,
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt Hope Mine Project. Despite its purported intentions, KVR by ifs actions has
plainty demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best, In late 2007, General
Moly’s stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the moiybdenum oxide price
was $5.30/b. General Moly’s latest presentation on its website® highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is §9.35
par pound molybdenum.” Since the original permits were granted, the proposed project
has:

o lostmillions of dollars in stock value,

s needed to tap into funds reserved for equipment purchases,

e Jaid off personnel,

e closed its office in Eurcka,

o deferred construction of the water-supply wells, pipelines and other infrastructure

neaded to divert the waler, and
o postponed the purchase of equipment essential to puiting the water 1o beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sulficient funds to do the prescribed monitoring, much less put the
water o beneficial use. The company’s ability to finance the project and usce the water is
l‘iciﬂ'il"}ui ed by an unrealistic contract price for their product at a time when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eurcka County expressed concemn the project was speculative as far back as 2006 when it
protested KVR s nitial appheations for the M Hope project. General Moly’s primary
backer at that time has since been convicted of operating z criminal conspiracy, found
guilty of murder and executed. The project has languishied for seven years since General
Moly's stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights te frrigate the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6]’9! These rights were applied f@r and
aranted despife testimony by KVIR that they are . L. ot in the ferming business.”” KVR
has sinew pm*mn 1t was meapable of pnttmb its m“iir?fim rights to benefiaal use this vear
cven though all the wells and pumping equipment at the Bobeal Ranch are in place. KVR
requested and was granted extensions of time despite the Stale Engineer’s assurances to

* hitp://investor.eeneralmoly.com/phoenix. zhtml?c=181598& =irof-irhome, last accessed 171372016
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

Eureka County no extensions would be granted. This failure to simply resume irrigation
of established ficlds at the Bobcat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems shiowing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recenily received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytlime soon based on moly demand and the world economy.
How long ts the State Fngineer and other potential appropriators of the water resource
supposed to wait for such a speculative venture to bear fruit? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put to use by others.

- The Applications should be denied or consideration of the Applications delayed untit the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, is complete.

Propagation of the cones of depression from cach of the proposed points of diversion must
be adequalely determined, using real data and hmited assumptions, prior to consideration
of the Applications. Wot all of the proposad points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

. i accordance with the Furcka County Code and the Fureka County Master Plan, Eureka

County requires the ability o continue to review all hydrologic data offered in support of
the Applications, The applicant has acknowledged Eureka County should be involved in
the review of ali hydrologic data offered in support of its project and Fureka County
should be involved in the development of an effective monitoring, management and

mitigation plan, Section ¢.1.3 of Furcka County's Master Plan states "implementation of

this Plan requires that . . . the Board of Eureka County Comimissioners stay involved with
analysis and evaluation through all stages of federal, state and local planning cfforts ...
hroughi review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[dJevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including hyvdrological data .." Eurcka County Code 9.060.C "mandates the
use of peer-reviewed science in the assessment of impacts related to water resource
development.”

. These Applications should be denied because there are applications for water vights in

Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
watler tights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a prionty senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

The manner of use of water under the subject Applications is by nature of its activity a
temporary use.  Beeause 1t 15 a temporary use, any pemmit granted under these
Applications must be subject to a restriction that at the end of the mining use, the water
will revert back to the source.

20, The proposed points of diversion for the Applications e in Basin 139 (Kobeh Vatley),

while the proposed place of use Includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basin for vse in another basin. As the applications state, the water will be
placed to beneficial use in Diamond Valley, Comphance with the requirements of NRS

577

533.370(0) for interbasin transfers must be met.

. 'The pit dewatering requires pumping of groundwater from Diamond Valley, cunrently

over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed poinis of diversion must be adequately detenmined and any identified
impacts and confiicts removed prior to granting the applications in light of the pit
dewatering in Diamond Valley.

. The proposed place of use described in the Applications is much larger than the mine’s

Plan of Operations project boundary,

- the applicant holds notices fited wiily the BLM associated with water supply exploration

activities for locations in Diamond Valley, which 1s over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of use fisted
in the Applications.

Any further changes to points of diversion 1or a proposed future well field must require the
filig of additonal change applications subject o the sune yesulatory process as the
current Applications; that is, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval,
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LL.C

. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumplive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application sceking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing should be changed 1o mining
and milling if the State Engineer determines the Change Applications should be granted.

. Eurcka County recogmizes that the custom and culture of mining is part of its history and

appreciates the role mining plays n its focal and regional cconomy. Fureka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to existing ecanomic or cultural activity or the environment. This protest
is aimed at enswing that any development of water resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Eweka County
citizens. Fureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points,

- wreka County requests the hearing on these Applications be held in Eureka, Nevada to

facilitate access by protestants, the water users in the area and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

[N THE MATTER OF APPLICATION NUMBER 85600

FILED BY Kobeh Valley Ranch LLC (c/o General Moly, Inc.)
ON

PROTEST
October 28 L2015

Comesnow EUREKA COUNTY

Printed or typed name of protestant

whose post office address is POST OFFICE BOX 694, EUREKA, NEVADA §9316

Streer No. o PO Box, City, State and 217 Code
whose oceupation is  POLITICAL SUBDIVISION

) and protests the granting
of Application Number 83600 filedon OCTOBER 28 s
by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.) -
watets of UNDERGROU\’D

situated in EURERA
an underground source or name of stream, lake, spring or other source

County, Sate of Nevada, for the following reasons and on the following grounds, o wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO.

cree it
sald A

|

[at

ot
B
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o
v
THEREFORE the Protestant requests that the application be

.
§ et

DENIED
Dented, issued subject tg prior rights, ¢te., as the case may be
and that an arder be entered for such relief as the State Engineer deems just and prope

.,:/ L/J
Signed /L -
7
J.

-

Agent or protestant

“1.J. GOICOECHEA, CHAIRMAN
/,ﬁ/\‘ - Printed or typed na;::.;:ifagent
Address POST OFFICE BOX 694
State of Nevada S Street No of BO Box
County of EUREKA

EUREKA, NV 89316

City, State and ZIP Code
Subscribed and sworn to before me on  JAN. 1-4, 2015

(773)237-5262
by 1J GOICOECHEA

Phone Number

jjgoicoechea@eurekanvforg

<|

. t v, = ,‘ < s
P T U T T Y St
P - " 1

Signature of Notary

Public Required

MNotary Stamp or Seal Required
+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LI.C

1. These Applications should be denied because they are practicaily identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Cowrt in Fureka County et al. v. The State of Nevada, State Engineer, ot
al, 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

b

These Applications should bz denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use cfficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

fad

These Applications should be denied because, as configured, the proposed wells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

4. Consideration of these Applications nist, at & minimum, be postponed to allow the State
Engineer time to call for proofs of vested claims to be filed and thereby identify ali senior
water rights holders whose rights will or may be impaired to be meluded in a valid process
moving forward,

5. ‘These Appiications should be denied since they are mmappropriate while direction from the
District Court is pending in Case Nos. CVI108-155, CVI108-156, CV1108-157,
CV1112-164, CVIT12-165, CVI202-170 and CV1207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Eureka. KVR asserts in
Fxhibit €, attached to each Application subject to this protest, these “new™ 32
Applications are unnecessary bul are being filed provisionally in case the original
applications under Ruling 6127 “are determined by the Distriet Court or the State
Engineer (o have been denied on account of the Supreme Court Order....” Eureka County
asserts the Supreme Court’s Opinion requires the original KVR applications be denied.”
As such, Eureka County agrees the comrect cowse of action by KVR is to file new
applications if KVR wishes to proceed with trving to acquire water for its project.
However, these Apphcations should not have been sent for publication by the State
Engineer before District Court direction on how to proceed, as it is a waste of time and
resources for all involved.

0. These Applications should be denied because they do not include any attempt (o resolve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme

Court did not address but neveriheless chose to relerence in its Ominion, which hishliehts
] ; 2hE

H

L N T o B
PRI SN B 1ssig .

currections on thesn which hig

ghitghts that perhaps changes are being put forward that do not exactly match
soune of the previous applications.

* See Eureka County’s filings regarding this matier in the District Court.
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the necessity of addressing all issues during KVR's subsequent effort to secure water
rights for its project.”

7. These Applications should be denied because they do not include any design changes or
water management changes necessary lo avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Fureka County has been able to
withdraw 1ts protests with these entifies because they made design changes or water
management changes necessary to avoid confhicts with existing water rights and {o avoid
impairment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be impacts and
conflicts, and drying up of water rights, but only “promising” (o fix them at some time in
the future. Eurcka County’s reply brief filed with the Nevada Supreme Court (at page 4)
n the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Furela County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency to eliminate the
conflicts, and work cooperatively with senior water rights holders (o resolve conflicts.

8. Applications to Change 85375, 85577, 85579, 85581, 85582, 85583, 85584, 85585,
55580, BA5RE, 85580, 85591, 85592, 85503, 85594, 85596, 85597, R5598, 85599, 85603,
and 85604 must be denied because they request changes of previous pemnits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once a penmit is ahrogated, it is no longer in force. There
arc no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact imgation and stock watering water right holders, impact domestic well
owners and surface water flows 1 Kobeh Valley. According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will imipact indgation and stock
walering water nghts, domestic well owners and surface water rights in Diamond Valiey,
Pine Valley and other adjacent basins. The owners of these rights contribute {o the long-
term cconomic viability of the greater Furela community and such impacts will prove
detrimental to the health and welfare of Eurcka County.

K . - . . . .
Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

1.

water of and contributing to Pete Hanson Creek and Henderson Creeck. Groundwater
modeling studies by the applicant show more than five fee! of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights.  For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[tjhese proceedings adjudicate all stream
waters inibutary to both Pete Hansen Creck and Henderson Creek. Henderson Creek, the
principal east tributary to the drainage basin, transports stream waters from the east flank
of the Roberts Mountains and the wester slopes of the Sulphur Springs Range south of

Table Mountain. Severat perennial springs ssum{u% in the mmm system as well as siow
mell waters, contribuie 1o the stream system flow.” (Emphasis added.) To date, modeling
end data provided to the State Engineer do not prove that pumping will not impact any of’
the sources contributing to these creeks.

These Applications must be denied based on the record before the State Engineer that
proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable interests in existing domestic wells in Kobeh Valley, and threatens to prove
detrimental to the public interest. Kobeh Valiey is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconuaissance Series Report 30 by
Rush and Everett (1964) 1s up to 16,000 acre feet annually (als) provided the natural
groundwater discharge (phreatophyte evapouranspiration) from (he basin can be captured
by an appropriator. In Kobeh Valiey, most naturally recharged groundwater is discharged
by phreatophytic  vegetation on  the wvalley floor, wilh a reconnaissance-level
evapotranspiration estimate by the USGS of 15,000 acre-fect per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The valley floor phreatophvtic vegetation will conlinue to  occur
notwithstanding the mine's pumping. Reports 1ssued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications secking to  appropriate water from
groundwater storage and recoguized that waler sought to be appropriated from
groundwater storage 1s nol a permianent water right.  Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Bureke County would be more amenable o applications proposing pumping (o more

clicetively capture groundwater discharge, as the potential for conflicts to prior vights and
sensitive resourees is greatly diminished by that encowraged practice,

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Vailey is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There 1s consensus underflow from Kobeh Valley to Diamond Valley does oceur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. owever, it is USGS's opinion that data
are currently msuflicient with which to detennine the amount of inter-busin flow with any
level of certainty. Groundwater modeling by the applicant's consultants suggests punping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valiey and the
applicant’s model shows drawdown into Diamond Valley from KVR’s project pumping.
north of Whistler Mowntain, suggesting a hydrologic conlinuum hetween the two basins.,
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant's consultants and entered into evidence during the prior hearings in support
of the nune's groundwater rights applications concluded that geologic malerials
comprising the mountains that separate the Kobelt Valley and Diamond Valley basins are
characterized as relatively impermeable. Consequently, the groundwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
trivial.  The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these Tocations, The most recent iteration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydraulic conductivity in the

mountains north of Whistler Mountain that 1s likely associated with the development of

secondary permeability related 1o deformation of the rocks due to faulting. If the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountaing, as opposed to low hydrautic conductivity, the
impacts of groundwater extractions so close to Diamnond Valley need to be specifically

assessed.  Given the extent of the deformation of the rocks and multiple episodes of

fauniting, it is unlikely that high sccondary permeability is limited only to one area in the
mountaing.

In light of the applicant's most recent groundwater model, there are regions of suspected
g ! g
high hydraulic conductiviy in thie mountains between Diamond Valley and Kobeh Vatley
that provide potential condunts for groundwaler flow between the basins. Despite ell the
posturing by KVR and as consultants duing the hearing process for the applications
considered n Ruling 6127 that inter-basin groundwater flow between Kobeh Vailey and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
? N
groundwater pumping in Diamond Valley is a likely cause of water level declines in Weill
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206T as well as declines in the flow in Nichols Spring.* 1f Diamond Valley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Vatley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

13. These Applications should be denied because they include no Monitoring, Management
and Miligation (3M) Plan developed (o the satisfaction of all potentiaily affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Court
conciuded that . . . allowing the State Engineer to grant applications conditioned upon
development of a fulure 3M Plan when the resulling appropriations would otherwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
fair hearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Court
Opinion, n. 15,

The Supreme Court detenmined the record before the State Engineer shows conflicts with
existing rights will occur as a consequence of KVR’s Applications. Consistent with the
Supreme Court’s Opinion interpreling NRS 533.370(2) at this time, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed to the satisfaction
of ali potentially altected partics, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by thie
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
in perpetuily, or until there is no longer any poteniial for future impacts.

Any proposed management, monitoring and mitigation plan fo address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analytical dala piior to any approval of the Applications, consistent with the
Supreme Court Opiniei. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specific, attainable, realistic,
relevant, and time-fixed measures and aceeptable substitute water sources to mitigate these
contlicts and adverse impacts. The proposed mitigation measures nust be clearly defined
and demonstrated to have the desired effect.

H These Apphcations should be denied because KVIR cannot show it has the intention in
good fzith or financial ability w construct the worls and apply the water o the intended

beneficial use with reasonable diligence as required by NRS 533.370(1)(¢). The works

* Technical memorandum prepared by Interflow Hydrology, April 24,2012,

APP446



Exhibit “A™
Lureka County Protest o Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by its actions has
plainly demonstrated i# does not have the intention or financia! ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly’s stock was selling at over $12.00 per share. Today, it is worth aboul $0.19 per
share; a reduction in value 0of 99%. As of January 13, 2016, the moiybdcmun oxide price
was $5.30/1b. General Moly’s latest presentation on its website’ highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash ﬂow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

e lost millions of dollars in stock value,

e needed to tap into funds reserved for equipment purchases,

s laid off personnel,

e closed ity office in Eureka,

o delerred construction of the water-supply wells, pipelines and other infrastructure

needed to divert the water, and
e postponed the purchase of equipment essential to putting the water to beneficial
Lse

Furthermore, General Moly has repeatedly, for multiple years, requested importaut and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferved because
KVR does not have sufficient {funds to do the prescribed monitoring, much less put the
water to bepeficial use. The company’s ability to finance the project and use the water is
hampered by an wrealistic contract price for their product at a time when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concemn the project was speculative as far back as 2006 when it
protested KVR's mitial apphications for the MU Hope project. General Moly's prinary
backer at that time has since been convieled of operating a criminal conspiracy, found
gutlty of murder and exceuted. The project has languished for seven vears since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights fo lrrigale the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These nghts were applied for and
granted despite testimony by KVIR that they are ©. .. not in the farming bustness.”” VR
has since proven 1t was capable of putling its imgation rights te beneficial use this year
cven though all the wells and pumping equipment at the Bobeat Ranch are i place. KVR
requested and was granted extensions of lime despite the State Engincer’s assurances (o

* hitp:/iinvestor.generalmoly.com/phoenix. zhtml?c=18 15984 =irol-irhome, las{ accessed 171372016
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Eureka County no extensions would be granted. This failure to simply resume irrigation
of established fields at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the maolybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long 15 the State Engincer and other potential appropriators of the water resource
supposed o wait for such a speculative venture (o bear fruit? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put to use by others. '

. The Applications should be denied or consideration of the Applications delayved untl the

Diamond Vailey Regional Flow Systemn Study by the USGS, now going through final
review and expected to be published any day, 15 complete.

. Propagation of the cones of depression from each of the proposed points of diversion must

be adequately determined, using real data and limited assumptions, prior to consideration
of the Applications. Not all of the proposed points of diversion Lave been explored.
Caonsequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known,

. I accordance with the Eurcka County Code and the Eureka County Master Plan, Fureka

County reguires the ability to continue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Eureka County Commissioners stay involved with
analysis and evaluation through all stages of federal, state and local planning efforts ...
[through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of fhe Master Plan, states the County will "{d]evelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including hydrological data ...." Bureka County Code 9.000.C "mandates the
use of peerreviewed science 1y the assessment of impacts related o water resource
development.”

These Applications should be denied because there are applications for water rights in
Kobeli Valiey filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engincer subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never cailed for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

The manner of use of water under the subject Applications is by nature of s activity a
temporary use.  Becavse it 1s o temporary use, any permit granted under these
Apphications must be subject to a restriction that at the end of the mining use, the water
witl reveit back to the source.

. The proposed points of diversion for the Apphications lic in Basin 139 (Kobeh Valley),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 33 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basn for use in another basin. As the apphications state, the water will e
placed to beneficial use in Diamond Valley, Compliance with the 1equirements of NRS
533.370(0) for interbasin {ransters must be met,

. The pit dewatering requires pumping of groundwater from Diamond Valley, currently

over appropriated and over pumiped. Propagation of the cones of depression from each of
the proposed points of diversion mus( be adequately determined and any identified
unpacts and conflicts removed prior 1o granting the applications in light of the pit
dewatering in Diamond Valley.

. The proposed place of use deseribed in the Applications is much larger than the mine’s

Plan of Operations project houndary.

. The applicant holds notices filed with the BLM associated with water supply exploration

activities {or locations in Diamond Vailey, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of use listed
in the Applications.

4. Any furthey changes to points of diversion for a proposed future well field must reguire the

filng of addivonal change applications subject i the sams regulatory process as the
current Applications; that is, they muast be published fn the local newspaper, are subject to
protest, and must meet the statutory requirements for approval,

APP449



Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

25. Some of the Change Applications seek to change a previously filed change application

26.

P

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The Himitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty.

Considering Change Applications that are not supported by adequate proof of beneficial
use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Enginecr’s office for the water rights at {he
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing shouid be changed to mining
and milling if the State Engineer determines the Change Applications should be granted.

- Eureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional economy. Furcka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to existing economic or cultural activity or the enviromunent. This protest
is aimed at ensuring that any developmient of water resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Burcka County Master Plan and related
ordinances, and does not unduly treaten the health and welfare of Eureka County
citizens. Eureka County welcomes dizlogue with the applicant that addresses and resotves
Euareka County’s protest points.

. Eurcla County veguests the hearing on these Applications be held in Furcka, Nevada to

facilitate access by protestants, the water users n the area and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

INTHE MATTER OF APPLICATION NUMBER 85601

g ‘alley LC (¢/ Moly, Inc.
FILED BY Kobeh Valley Ranch LLC (¢/o General Moly, Inc.) PROTEST
ON October 28 ,20 15

Comes now EUREKA COUNTY

Brinted or typed name of protestant

whose post office address is POST OFFICE BOX 694, EUREKA, NEVADA 89316

Strest No. or PO Bax, City, Stazs and ZIP Code
whose oceupation is - POLITICAL SUBDIVISION

and protests the granting
of Application Number 85601

,filedon OCTOBER 28

.20 15
by KOBEM VALLEY RANCH LLC (c/o General M

.......... for the

waters of  UNDERGROUND

situated in“ﬂE%UREKA

an underground source or name of sireatn, lake, spring or other sourze

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO.

= -
THEREFORE the Protestant requests that the application be y DENIED 7 [,

Demied, issued subject to prior rights, t:_:c
and that an order be entered for such relief as the State Engineer deems just and proper. _
s

“
.
Signed 4—7/
’ Agefit of protesiant

/1.1 GOICOECHEA, CHAIRMAN

, 25 fivcase may be

r
s

e Printed or typed name, 1f agent
Address  POST OFFICE BOX 694

State of Nevada / P
County of EUREKA EUREKA, NV 89116

Ciry, State and ZIP Code
Subscribed and sworn 1o before me on  JAN. | 5, 2015 (775) 237-3262

i Phone Number
by JJ.GOICOECHEA

iizoicoechea@eurekanv.arg

E-mail

: f
LY y . ey Tt Y-
B [P

w D

Signature of Notary Public Reqllired

Notary Stamp or Seal Required

+ 530 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LL.C

These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Eureka County of al. v. The State of Nevada, State Engineer, et
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370{2).

These Applications shoukd be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
coniflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

‘These Applications should be denjed because, as configured, the proposed wells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications must, al & mintimum, be postponed 1o allow the State
Engineer tine to call for proofs of vested claims to be fited and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Applications should be denied since they are inappropriate while direction fiom the
District Coust is pending in Case Nos. CV1108-135, CV1108-156, CV1108-157,
CVIT12-164, CVIT12-165, CVI202-170 and CV1207-178 in the Seventh Judicial
District Court of the State of Nevada in and {or the County of Eurelka. KVR asseris in
ixhinit C, allached 1o cach Application subject to this protest, these “new” 32
Applications are unnecessary but are being filed provisionally in case the original
applications under Ruling 6127 “are determined by the District Court or the State
Engmeer to have been denied on account of the Supreme Court Order....” Eureka County
asserts the Supreme Cowrt’s Opinion requires the original KVR applications be denied
As such, Eureka County agrees the comrect course of action by KVR is to file new
apphications if KVR wishes to proceed with trying to acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Court direction on how o proceed, as it is a waste of time and
resowrces for all invoived.

These Applications should be denied because they do not include any attempt to resobve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address but nevertheless chose to reference in its Opinios, which highlights

&

o correction endor eve hand writen
:es are being put forward that do not exactly mateh

IR S T

sowe of the previous applications.

* See Bureka County’s {ilings regarding this matter in the District Coust.
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the necessity of addressing all issues during KVR’s subsequent effort to secure water
rights for its project.’

7. These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can supporl. Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eureka County has protested
water right applications by Barmick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been able to
withdraw 1ls protests with these entities because they made design changes or water
management changes necessary to avoid conflicts with existing water rights and o avoid
impairment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be impacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the futwre. Eureka County’s reply brief filed with the Nevada Supreme Court {at page 4)
in the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impainment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency to eliminate the
conflicts, and work cooperatively with senior water rights holders to resolve conflicts.

8. Applications to Change 83575, §5577, 85579, 85581, 85582, 85583, 85584, 85585,
85586, 85588, 85589, 85591, 85592, 85593, 85594, 85590, 85507, 83598, 85399, 85603,
and 85604 must be denied because they request changes of previous permits abrogated by
the change applications that were the subjeet of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once a penmit is abrogated, it is no longer in force. There
are no water rights which can be changed by the cusrent round of Change Applications.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact irmigation and stock watering water right holders, impact domestic wel
owners and surface waler flows 1 Kobeh Valley, According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact irrigation and stock
watering water rights, domestic well cwners end surface water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these rights contribute to the long-
term cconomic viability of the greater Tureka community and such impacts will prove
detrimental to the health and welfive of Eureka County.

? “Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consclidated appeals.” Supreme Court Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

water of and confributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Valiey attributable to the mine's proposed groundwater withdrawals. This drawdown
oceurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and confributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[tlhese proceedings adjudicate all stream
waters tributary to both Pete Hansen Creek and Henderson Creek, Henderson Creelk, the
prineipal east tributary to the drainage basin, transports stream waters from the east flank
of the Roberts Mountains and the western slopes of the Sulphur Springs Range south of
Table Mountain. Several percnnial springs situated in the stream system as well as snow
melt waters, confribute to the stream system {low.™ (Emphasis added.) To date, modeling
and data provided to the State Enginecr do not prove that pumping will not impact any of
the sources contributing to these creeks.

. These Applications must be denied based on the record before the State Engineer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable terests n existing domestic wells in Robeh Valley, and threatens to prove
detrimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resowrces - Reconnaissance Series Report 30 by
Rush and Everett (1964) 15 up to 16,000 acre feet annually (afz) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be captured
by an approprator. In Kobel Valley, most natwrally recharged groundwater is discharged
by plreatophytic  vegetation on the valley floor, with 2 reconnaissance-level
evapotranspiration estimate by the USGS of 15000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it resulls in capture of a significant proportion of plreatophytic
discharge.  The valley floor phreatophvtic vegetation will continue {o  oceur
notwithstanding the mine's pumping. Reports issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. ‘The State
Engineer hag previously denied applications seeking to appropriate water fiom
groundwater storage and recognized that water sought o be appropriated fiom
groundwater storage 1s not a permanent water right.  Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Fureka County would he more amenable to applications proposing pumping (o more
effectively capture groundwater discharge. s the potential for conflicts o prior rights and

sensitive resources is greatly dominished by that encouraged practice,

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from: Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped fo the detriment of the
basin, adjacent connected basins, and piior existing water rights holders.

There 1s consensus underflow from Kobeh Valley to Diamond Valley does oceur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are cwrently msufficient with which to determine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant’s consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR’s project pumping,
north of Whistler Mountain, suggesting a hydrologic continuum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the minc’s groundwaler rights applications concluded that peologic materials
comprising the mountains that separate the Kobel Valley and Diamond Valley basins are
charactenized as relatively impermeable.  Consequently, the groundwater flow {rom
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
trivial. The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells af
these locations, The most recent iteration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydraulic conductivity in the
mountains nortly of Whistler Mountain that is likely associated with the development of
secondary permeability related to deformation of the rocks due to faulting, 1 the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
umpacts of groundwaler extractions so close to Diamond Valley need to be specificaily
assessed. Given the extent of the deformation of the rocks and multiple episodes of
faulting, i is unlikely that high secondary permeability is limited only to one area in the
MoUNtaing.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh Valley
that provide potential condaits for wroundwater flow between the basins. Despite all the
postuiing Ly KVR and its consshiants during the heaiing process for the applications
considered in Ruling 6127 that inter-basin groundwater flow between Kobeh Valley and
Diamond Valley is frivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring.* 1f Diamond Valley pumping s a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights, A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed,

—
Tt

. These Applications should be denied because they include no Monitoring, Management
and Mitigation (3M) Plan developed to the satisfaction of all potentially affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Court
concluded that = . . allowing the State Engineer to grant applications conditioned upon
development of a future 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
fair hearing on the matler, a rule rooted in due process. (cite omitted)” See Supreme Court
Opmnion, p. 15.

The Supreme Cowrt determined the record before the State Engineer shows conflicts with
existing rights will oceur as 2 consequence of KVR’s Applications. Consistent with the
Supreme Courl’s Opinion interpreting NRS 333.370(2) at this tinie, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed to (he satisfaction
of all potentially affected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications.  Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
i perpeiuity, or until there is no longer any poteatial for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be develaped with
supporiing anaiytical data prior to any approval of the Applications, consistent with the
Supreme Couwt Opinios. A plan {or monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specific, attainable, realistic,
refevant, and tine-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated 1o have the desired effect.

f4. These Appiications should be denfed because VR cannot show t has the intention in
guad faith or financial ability (o construct the work and apply the water 10 the intended

beneficial use with reasonable diligence as reguired by NRS 533.370(1)c). The works

*Teelmical memorandum prepared by Interflow Hydrelogy, April 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported intentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water o
beneficial use and the project going forward is speculative, at best, In late 2007, General
Moly's stock was selling at over §12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value of 99%. As of Janvary 13, 2016, the molybdenum oxide price
was 55.30/1b. General Moly’s latest presentation on its website’ highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

e ost millions of dollars in stock value,

o needed to tap into funds reserved for equipment purchases,

e laid off personnel,

e closed its office in Furcka,

o deferred construction of the water-supply wells, pipelines and other infrastructure

needed to divert the water, and
e postponed the purchase of equipnient essential to putting the water to beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan veferred {o in Ruling 6127 be deferred because
KVR does not have sufficient funds fo do the prescribed monitoring, much less put the
water to beneficial use. The company’s ability to {inance the project and use the water is
hampered by ap uneealistic contract price for their product at a time when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

LEureka County expressed concern the project was speculative as far back as 2006 when it
protested WKVRs initial applications {or the Mt Hope projeet. General Maly’s primary
backer at that time bas since been convicled of operating a crimyinal conspiracy, found
guilty of murder and executed. The project has languished for seven years since General
Moly's stock value started its dramatic decline in value, Additionally, KVR applied for
and was granted water rights to irrigate the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes i Place of Use, Point of Diversion, and

o

Manner of Use that were the subject of Ruling 6127, These rights were applied for and
granted despite testimony by KVR thal they are ® . pot in the fanming business.” KVR
bes since proven it was incapable of putting Ifs irization rdghts to beneficial use this vear
even though all the wells and pumping equipnient at the Bobeat Ranch are in place. KVR
requested and was granted extensions of time despile the State Engineer’s assurances to

¥ hitp://investor. generalmoly.conVphoenix.zhtml?e=181598& =irol-irhome, fast accessed 1/13/2016
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Eureka County no extensions would be granted. This failure to simply resume irigation
of established fields at the Bobcat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the State Engincer and other potential appropriators of the water resource
supposed to wast for such a speedlative venture to bear fiuit? In the meantime, there is no
unapproprizied water in ICobeh Valley that might be put to use by others.

- The Applications should be denied or consideration of the Applications delayed unti the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, s complete.

. Propagation of the cones of depression from each of the proposed points of diversion niust

be adequately determined, using real data and limited assumptions, prior (o consideration
of the Applications. Not all of the proposcd points of diversion have been cxplored.
Consequently, well yields and the hydrotogic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- In accordance with the Eureka County Code and the Eureka County Master Plan, Furcka

County requires the ability to continue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Fureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Eureka County Commissioners stay involved with
analysis and evaluation thirough all stages of federal, state and local planning efforts ..
[through] review of dara for scientific and factual soundness, plan development,
smplementation, monitoring, and evaluation of plan implementation." Section 6.2.6, the
mining section of the Master Plan, states the County will "[djevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including hydrological data ..." Bureka County Code 9.060.C "mandates the
use of peer-reviewed science 1n the assessment of impacts related o water resource
development.”

These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engincer which have a filing/prionty date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127. These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KKVR Applications could result in the Kobel
Valley Hydrograpliic Area becoming over appropriated.

The manner of use of water under the subject Applications 1s by nature of its activity a
lemporary use.  Because i 1S a temporary use, any permit granted under thesc
Applications must be subject to a restriction that at the end of the mining use, the water
will revert baek to the source.

- The preposed points of diversion for the Applications lie in Basin 139 (Kobeh Valley),

while the propesed place of use includes portions of Basin 153 (Diamond Vatley) and
Basin 53 {Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basin for use in another basin.  As the applications staie, the water will be
placed to beneficial use in Diamond Valley. Compliance with the requiremients of NRS
533.370(6) for interbasin transters must be met.

. The pit dewalering requives pumping of groundwater from Diamond Valley, currently

over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adeguately defermined and any identified
impacts and conflicts removed prior to granting the applications in fight of the pit
dewatering in Diamond Valley.

. The proposed place of use desceribed in the Applications 1s much larger than the mine's

Plan of Operalions project houndary,

. The applicant holds notices filed with the BLM associated with water supply exploration

activities for locations in Diamond Valley, which 1s over appropriated and over pumped.
The notices associated with the water supply cxploration aclivities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of uze listed
in the Applications.

- Any further ciamges to points of diversion for a proposed future well field must require tie
i

filing of additonal chagge apphications subject to the samie resulatory process as the
cutrent Applications; that is, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation al a consumptive use duly of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use from irigation to mining should only

be changed at the consumptive use duty.

Considering Change Applications that are not supported by adequate proof of beneficial
use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. TFor
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.

Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer determines the Change Applications should be granted.

- Lureka County secognizes that the custom and culture of mining is part of is history and

appreciates the role mining plays in its local and regional cconomy. Fureka County
welcormes new opportunity for mining in its communities as long as mine development is
ot detrimental to existing economic or cultural activity or the environment. This protest
is atmed al ensuring that any development of water resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Ewreka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Bureka County
citizens, Fwreka County welcomes dialogue with the applicant that addresses and resolves
Lureka County’s protest points.

- Fureka County requests the hearing on these Applications be held in Fureka, Nevada to

facilitate access by protestants, the water users in the area and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

INTHE MATTER OF APPLICATIONNUMBER 83 602

F K Valley hLLC (c/ {oly, Inc.
FILED BY I‘.cbe!l alley Ranc {c/o General Moly, Inc.) PROTEST
ON October 28 ,20 13

Comes now EUREKA COUNTY

Printed or typed name of protastant

whose post office address is  POST OFFICE BOX 694, EUREKA, NEVADA 89316

Strezt No. or PO Box, City, State and ZIP Code
whose occupation s POLITICAL SUBDIVISION

of Application Number 835602 ,filedon OCTOBER 28

watersof U\'DERGROU\I _situated in EUREKA

an unugrzmnd SOUTE OF hame afs're.zrﬂ Iai«‘ spring of other source
County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO,

THEREFORE the Protestant requests that the application be DENIED

and that an order be entered for such relief as the Swute Engineer deems just and proper,

,20 15
........... for the
= =
s —
: -y e
Denied, issued subject to prior rights, efc , as (e case may be

Signed //
Agent of protestaat

31 GO£COECH£A CHAIRMAN

Printed of typed name, If'aszerf

Addre POST OFFICE BOX 694
State of Nevada F T et

Strcez No. or PO Box

County of EUREKA EUREKA, NV 89316

City, State and ZIP Code
Subscribed and sworn 1o before me on JAN. & =, 2013

Prone Number

by J.J.GOICOECHEA jjgoicoeeﬁea@eurekanv.org

T

- Y

Signature of Notary Public Required

Notary Stamp or Seal Required

+ 530 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.

ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

These Applications should be denied because they are practically identical' to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Eureka County ef al. v. The State of Nevada, State Engineer, et
al, 131 Nev. Adv. Opn. 84 (October 29, 2015} (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(IKVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of ifs project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

These Applications should be denied because, as configured, the proposed welis and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications must, at a minimum, be postponed Lo allow the State
Engineer time to call for proofs of vested claims (o be filed and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Applications should be dented since they are inappropriate while direction from the
District. Court is pending in Case Nos. CVI108-155, CVi108-156, CV1108-157,
CVITI2-164, CVI1112-165, CVI1202-170 and CV1207-178 in the Seventh Judicial
District Cowrt of the State of Nevada in and for the County of Eureka. KVR asserts in
FExhibit €, attached to each Application subject to this protest, these “new” 32
Applications are unnecessary but are being filed provisionally in case the original
applications under Ruling 6127 “are determined by the District Court or the State
Engineer to have been denied on account of the Supreme Court Order....” Fureka County
assetts the Supreme Court’s Opinion requires the original KVR applications be denied.”
As such, Furcka County agrees the correel course of action by KVR is o file new
applications if KVR wishes to proceed with trying o acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Cowt direction on how (0 praceed, as it is a waste of time and
resources for all involved.

These Applications should be denied because they do not include any attempt to resolve
the issues identified by the Supreme Cowrt Opinion or the outstanding issues the Supreme
Couwrt did not address but nevertheless chose to reference i Hs Opinion, which highlights

NS Al 18y under these protests wore sent bach for correction andoor have hand wiiiten

carrections on them which highhighis that perhaps changes are being put forward that do not exactly mateh
Gty 1 ¥ & & ¥
some of the previous applications.

? See Eurcka County's filings regarding this matter in the District Court.
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the necessity of addmﬁ;qmg all 1ssues during KVR's subsequent effort to secure water
rights for its project.’

These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate VR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Fureka County and
other affected water rights holders can support. TFurcka County has no choice but to
protest KVR’s Applications that impact existing rights.  Fureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been abie to
withdraw its protests witli these entities because they made design changes or water
manageiment changes necessary to avoid conflicts with existing water rights and to avoid
impairment of vested water rights. This is the first time to our knowledge a mining project
lins pushed forward its water right applications while predicting there will be impacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the futmu Eureka County’s reply brief filed with the Nevada Supreme Coutt (at page 4)
in the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impainment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the projeet’s water use efficiency to eliminate the
conflicts, and work cooperatively witl senior water rights holders to resolve conflicts,

‘J1

Applications to Change 85575, 85577, 85579, 85581, 85582, 83583, 85384, 85585,
55580, 85588, 85589, 85591, 85592, 85593, 85594, 83596, 85597, 855% 85599, 85603,
and 85604 niust be denied becase t hey request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the

Point of Diversion, Manner of Use and Place of Use of a water yvight can only be filed if

the right to be changed is valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Change Applications.

These Applications should be denied because sustained Jarge-scale pumping in Kobeh
Valley will impact irrigation and stock watering water right holders, impact domestic well
owners and sutface water flows in Kobeh Valley, According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact imigation and stock
watering water rights, domestic well owners and surface water rights in Dimmond Valiey,
Pine Valley and other adjacent basins, The owners of these rights contribute to the long-
ey ceonamic viability of the greater Fureka connuunity and such impacts will prove
detrimental to the health and welfare of Eurcka County.

¥ “Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court QOpinion, p. 16,
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10. These Applications should be denied because they threaten to conflict with or impair

water of and contributing to Pete Hanson Creek and Henderson Creck. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southers Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested nights. For exampie, all waters of and contributing to Pete Hanson Creck and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hanserr and
Henderson Creek Decree, it is made clear "[tihese proceedings adjudicate all stream
walers {ributary to both Pete Hansen Creck and Henderson Creck. Henderson Creek, the
principal east tributary to the drainage basin, transports stream waters from the cast flank
of the Roberts Mountains and the westemn slopes of the Sulphur Springs Range south of
Table Mountain. Several perennial springs situated in the stream system as well as snow
melt waters, contnbute to the stream system flow." (Emphasis added.) To date, modeling
and data provided to the State Engineer do not prove that pumping will not impact any of
the sources contnbuting to these crecks.

. These Applications must be denied based on the record before the State Fngincer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable interests i existing domestic wells in Kobeh Valley, and threatens to prove
detrimental {o the public interest. Kobel Valley is a designated basin, The perennial vield
of Basin 139 based upon Ground-Water Resources - Recomaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feet annuaily (afa) provided the natural
groundwater discharge (phreatophyte evapotianspiration) from the basin can be captured
by an appropriator. In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley floor, with a reconnaissance-level
evapolranspiration estimate by the USGS of 13,000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The valley floor phreatophvtic vegetation will continue {0 oceur
notwithstanding the ming's pumping. Reporis issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications seeking to approprate water fiom
groundwater storage and recognized that waler sought to be appropriated from
groundwater storage is not a permanent water right.  Relocating the wellfield closer to
groundwater discharge arcas would accelerate capture of natural groundwater discharge.
Eweka County would be more amenshle (o applications proposing pumping (o more
eftectively capture groundwater discharge, as the potential for conflicts to prior ights and
seasitive resources 1s greatly dimiished by that encouraged practice.

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing nights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underflow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reporis suggest that Kobeh Valley may
provide underground flow fo Diamond Valley. However, it is USGS's opinion that data
are currently insulficient with which to determine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant's consultants suggests pumping
i Diamond Valley has a potential o cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR’s project pumping,
north of Whistler Mountain, suggesting a hydrologic continuum between the two basins.
These previous hydrogeologic mvestigations and groundwater modeling undertaken by
the applicant's consultants and entered into evidence during the prior hearings in support
of the minc's groundwater rights applications concluded that geologic materials
comprising the motntains that separate the Kobeh Valley and Diamond Valley hasins are
characterized as relatively impermeable.  Consequently, the groundwater flow [rom
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
tnvial. The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason 1o propose constructing wells at
these locations. The most recent iteration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydiaulic conductivity in the

mountains north of Whistler Mountain that is likely associated with the development of

secondary permeability related to deformation of the rocks due to faulting, 1f the proposed
points of diversion are based on new data that support moderate to high values for
hydrautic conductivity in the mountains, as opposed to low hydranlic conductivity, the
unpacts of groundwater extractions so close to Diamond Valley need to be specifically

assessed.  Given the extent of the deformation of the rocks and multiple episodes of

{aulting, 1t 1s unlikely that high secondary permeability is limited only to one arca in the
mauntaiss.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydravlic conductivity in the mountains between Diamond Valley and Kobeh Valley
that provide potenaal conduits for groundwater flow between the basins, Despite olf the
posturing by KVE and its consuliants duing the hearing process for the applications
considered in Ruling 6127 that inter-basin groundwater flow between Kobeh Valley and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Dismond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring.* If Diamond V alley pumping is a
possible cause for water fevel declines in Kobeh Valley, the pumping from eastern Kobeh

‘alley should be expected 1o affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should aiso be disallowed.

These Applications should be denied because they include no Monitoring, Management
and Mutigation (3M) Plan developed to the satisfaction of all potentially affected partics,
including all undetermined vested water rights claimants.  The Nevada Supreme Court
concluded that . . . allowing the State Engineer to grant applications conditioned upon
development of a future 3M Plan when the resulting appropriations would othenwise
conflict with exisling rights, could potentially violate the protestants” rights to a full and
faiv hearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Court
Opinion, pr. 15

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights will oceur as & consequence of KVR’s Applications.  Consistent with the
sSupreme Court’s Opinion interpreting NRS 533. 370 ’?) at this time, Eureka County insists
that @ Monitoring. Management and Mitigation (3M) Plan be developed to the satisfaction
of all potentially affected parties, including all undelcnnmcd vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows diawdown and resulting impacts will persist for decades afier the mining
proiccl concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
in perpetuity, or until there is no longer any potential for future impacts.

Any proposﬁd management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting anatylical data prior to auy approval of the Applications, consistent with the
Supreme Court Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specific, attainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conthicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

4. These Ap )hcn ions should be denied because KVR cannof show it hias the intention in

good faith or {inarcial ability to construct the work and apply the w g!u W i intended
heneficial use with reasonable diligence as required by NRS 533.370(1)(c). The works

* Technical memorandum preparad by Interflow Hydrology, Apsil 24, 2012,
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necessary (o achieve beneficial use of the water rights are substantial and costly.
According 1o the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly's stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the molybdenum oxide price
was $5.30/Ib. General Moly’s latest presentation on its website® highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital} is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
lias:

e lost millions of dollars in stock value,

o needed to tap into funds reserved for equipment purchases,

& laid off parsonnel,

e closed its office in Eurcka,

e deferred construction of the waler-supply wells, pipelines and other infrastructure

needed (o divert the water, and
o postponed the purchase of equipment essential to putting the water to beneficial
use.

Furthermare, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the prescribed monitoring, much less put the
water to beneficial use. The company’s ability fo finance the project and use the water is
hampered by an unrealistic contract price for their prodact al a time when worldwide moly
prices are fow and they are specuiating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concern tie project was speculative as Tar back as 2006 when it
protested KVR s initial applications for the Mt Hope project. General Maly's primary
backer at that time has since been convicted of operating a criminal conspiracy, found
guilty of murder and executed. The project has languished for seven vears since General
Mely’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights to irrigate the Bobeat Ranch afier the existing inigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Mannar of Use that were the subject of Ruling 6127, These rights were applied for and
granted despife festimony by KVR that they are © L not in the farming business.” KVR
hs sinee proven It was incapable of putting its imigation righ!s 1o benelicial use this year
even though all the wells and punping equipment al the Bobeat Ranch are i place. KVR
requested and was granted extensions of time despite the State Engineer’s assurances to

* http:/investor.generalmoly.cony/phoenix.zhtml?e=181598&p=irol-irthome, last accessed 1/13/2016

APP467



_
(]

16,

18.

Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

Eureka County ne extensions would be granted. This failure to simply resume irrigation
of cstablished fields at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anylime soon based on moly demand and the world economy.
How long is the State Engineer and other potential appropriators of the water resource
supposed to wait for such a speculative venture to bear fruit? In the meantime, there is no
unappropnated water in Kobeh Valley that might be put {o use by others,

. The Applications should be denied or consideration of the Applications defayed until the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, is complete,

Propagation of the cones of depression from cach of the proposed points of diversion must
he adequately determined, using real data and limited assumptions, prior to consideration
of the Applications. Not all of the proposed points ol diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion arc purely hypothetical; therefore, impacts associated with pumping ol
substantial water rights at the proposed points of diversion are not known.

- In accordance with the Eureka County Code and the Fureka County Master Plan, Fureka

County requires the ability to continue to review all hiydrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be mvolved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Furclka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Eurcla County Commissioners stay involved witlh
analysis and evaluation through ali stages of federal, state and local planning cfforts ...
[through] review of data for scientific and factual soundness, plan development,
umplementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[dlevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including hydiological data ..." Fureka Comty Code 9.060.C "mandates the
use of peer-reviewed seience v the asscasment of impacts related to water resowrce
developiment.”

These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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KVR's Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in fiont of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

19, The manner of use of water under the subject Applications is by nature of its activity a
temporary use.  Because it is a temporary use, any permil granted under thesc
Apphications must be subject to a restriction that at the end of the mining use, the water
will reveri back to the source.

20. The proposed points of diversion for the Applications lic in Basin {39 (I{obeh Valley),
while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 33 (Pine Valley); therefore the applications involve & transfer of groundwater out of
the source basin for use in another hasin. As the applications state, the water will be
placed o beneficial use in Diamond Valley. Compliance with the requirements of NRS
533.370(6) for interbasin transfers must be met.

21, The pit dewatering requires pumping of groundwater from Diamond Valiey, currently
over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewatering in Diamond Valley.

I
[

- The proposed place of use described in the Applications is much larger than the mine’s
Plan of Operations project boundary,

3
L

. The applicant holds notices filed with the BLM associated with water supply exploration
activities for locations in Diamond Valley, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of use listed
in the Applications.

ot
LN

. Any [urther changes to points of diversion for a proposed future well field must require the
filmg of additional change applications subject to the same regulatory process as the
current Applications; that is, (iey must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre.  The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base imigation right. Any KVR Change
Application seeking a change in the manner of use from imigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Barline Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer determines the Change Applications should be granted.

- Eureka County recognizes that the custom and culture of mining is part of its history and

appreciaies the role mining plays in its local and regional economy. Fureka County
welcomes new apportunity for mining in its conununities as long as mine development is
not detrimental Lo existing economic or cultural activity or the environment, This protest
is aimed al easuring that any development of water resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the heaith and welfare of Fureka County
citizens. Eureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points.

- Burcka County requests the hearing on these Applications be held in Ewrela, Nevada to

facilitate access by protestants, the water users in the area and interested citizens,
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER 35503M

FILEDBY Kobeh Valley Ranch LLC (c¢/o General Moly, Inc.)
ON

PROTEST
October 2§ ,20 13

Comes now EUREKA COUNTY

Printed or typed name of protestant
whose post office addrass is POST OFFICE BOX 694, EUREKA, NEVADA 89316

Street No. or PO Box, City, State and ZIP Code
whose occupation is  POLITICAL SUBDIVISION

~ and protasts the granting
of Application Number 83603 , filedon OCTOBER 28 L2015
by KOBEH VALLEY RANCH LLC (¢/o General Moly, Inc.) e  forthe
watersof UNDERGROUND _ ... Siwatedin EURERA
an underground source of name of stream, lake, spring or olher source .
County, State of Nevada, for the following reasons and on the following grounds, to wit: e :;:ﬂ
PLEASE SEE EXHIBIT "A"* ATTACHED HERETO. :_;.. c;: i
THEREFORE the Protestant requests that the application be DENIED |

D;:nied, iszued suéject to prior rights,
and that an order be entered for such relief as the State Engineer deems just and proper.

sl
Signed Py J—/ ; U &
P s

Agent or protestant

/1.1 GOICOECHEA, CHAIRMAN

etc., as the cage may be

A7

Printed or typed name, if agent

Ac;d‘r‘essL "POST OFFICE BOX 694
State of Nevada ‘

COUHT}’ of EUREKA

Strzet No or PO BG;.

EUREKA, NV 89316

City, State and ZIP Code
Subscribad and sworn to before me on JAN. © -, 2013

{775) 237-3262

by J.J. GOICOECHEA

Phone Number

jigoicoechea@eurekanv.org

E.mm{“.w.w...

a‘ .t - \ Y

. i Y . e Lo N

Signature of Notary Public Required

Notary Stamp or Seal Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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These Applications should be denied because they are practically identical' to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Eurela County et al. v. The State of Nevada, State Engineer, et
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafier Supreme Court Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
umproved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

These Applications should be denied because, as configured, the proposed wells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications must, at a minimum, be postponed to aliow the State
Engincer tme to call for proofs of vested claims to be filed and thereby identify all senjor
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Applications should be dented since they are inappropriate while dircetion from the
District Court 1s pending in Case Nos. CVIi108-155, CV1108-156, CV1108-157,
CVI112-164, CVI1112-165, CVI1202-170 and CVI207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Eureka. KVR asserts in
Ixhibit €, attached to cach Application subject to this protest, these “new™ 32
Applications are umnecessary but are being filed provisionally in case the orignal
applications under Ruling 6127 “are detenmined by the District Court or the Staie
LEngineer (o have been denied on account of the Supreme Court Order....”" Eureka County
asserts the Supreme Cowrl’s Opinion requires the original KVR applications be denied.”
As such, Eureka County agrees the correct course of action by KVR is to file new
appications 1f KVR wishes to proceed with trying to acquire water for its project.
However, these Applications should not have been sent for publication by the State
fngineer before District Court direction on how to proceed, as it is a waste of time and
resources for all involved.

These Applications should be denied beceuse they do not include any attenipt to resolve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address but nevertheless chose to reference in its Opinion, which highlights

coireciion andbor hove hand wrinen

correolicns on them whicl highliglits that perhaps changes are being put forward that do not exactly mateh
some of the previous applications.

? See Lureka County’s filings regarding this matter in the District Court.
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the necessity of acidrusnw all issues during KVR’s subsequent effort to secure water
rights for its project.”

7. These Applications should be denied because they do not include any design changes or
waler mmanagement changes necessary {o avoid conflicts with existing water rights or
impaimment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing tights.  Eureka County has protested
water right applications by Barmrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently, Eureka County has been able to
withdraw 1ts protests with these entities because they made design changes or water
management changes necessary to avoid conflicls with existing water rights and to avoid
napairment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while p:‘cdictinﬂ there will be impacts and
confiicts, and drying up of water rights, but only “promising” to fix them at some time in
the future. Eureka County’s reply brief filed with the Nevada Supreme Court (at page 4)
i the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to climinate conflicts with existing rights,
reducc the size of its project or improve the project’s water use efficiency to climinate the
conflicts, and work cooperatively with senior water rights holders to resolve conflicts.

4. Applications to Change 85575, 83577, 85579, 85581, 83582, 85583, 83584, 85585,
85580, 85588, §5589, 85591, 85592, 85503, 85594, 8550(, 85597, 855)8, 85599, 856033
and 85604 must be denied because they request changes of previous pennits abrogated by

the change applications that were the subject of Ruling 6127, Applications to Change the
Pomnt of Dl\mmcm, Manuner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied because suslained large-scale pumping in Kobeh
Valiey will impact nmigation and stock watering water right holders, impact domestic well
owners and surface water flows in Kobeh Valiey. According to the applicant’s ground
waler model, sustained over-pumping in Kobeh Valiey will impact imgation and stock
watering waler rights, domestic well owners and surfuce water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these rights contribute to the long-
term ceonomic viability of the greater Eurelca community and such impacis will prove
detimental to the health and welfare of Eurcka County.

1 " - N o v - .
© “Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

water of and contiibuting to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[tihese proceedings adjudicate all stream
walers tnbutary to both Pete Hansen Creek and Henderson Creek. Henderson Creek, the
principal cast tribwtary to the drainage basin, transports stream waters fiom the east flank
of the Roberts Mountains and the western slopes of the Sulphur Springs Range south of
Table Mountain, Several perennial springs situated in the stream system as well as snow
mell waters, contribute to the stream system flow." (Bmphasis added)) To date, modeling
and data provided to the State Engineer do not prove that pumping will not impact any of
the sources contributing to these creeks,

. These Applications must be denied based on the record before the State Fngineer that

proves the proposed use conflicts with or witl impair and interfere with existing rights and
protectable interests in extsting domestic wells in obeh Valley, and threatens o prove
detrimental 1o the public inferesl. Kobeh Valley is a designated basin, The perennial yield
ol Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be captured
by an appropriator. In Kobeh Valiey, most naturally recharged groundwater is discharged
by phreatophytic vegetation on  the wvalley floor, with a reconnaissance-level
evapotranspuation estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
mvestigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant propartion of phreatophytic
discharge.  The valley {loor phreatophytic vegetation will continue to  occur
notwithstanding the mine's pumping. Reports issued by the applicant indicate a majority
of the waler sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications sceldng to appropriate water from
groundwater storage and recognized that water sought lo be appropriated from
groundwater slorage is not a permanent water right.  Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Burcka County would bz more amenable tn applications proposing pumping to more
eltectively capture groundwater discharge, ag the poteatial for conflicts to prior rights and
sensilive resources 1s greatly diminished by that encouraged practice.

. These Applications must be denied because the proposed use conflicts with or will impair

and inferfere with existing rights and protectable inlerests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amotnt and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valiey. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underflow from Kobeh Valley {o Diamond Valley does occur, In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insulficient with which to determine the amount of infer-basin flow with any
level of ceitainty. Groundwater modeling by the applicant's consultants suggests pumping
in Diamond Valley has & potential to cause water-level declines in Kebeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR's project pumpinz,
north of Whistler Mountain, suggesting a hydrologic continuum between the twvo basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant's consultants and entered into evidence during the prior hearings in support
of the ming's groundwater rights applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as relatively impermeable.  Consequently, the groundwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
trivial.  The locations of some of the poinls of diversion for these change applications
suggest significant secondary penneability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these locations. The most recent iteration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydraulic conductivity in the

mountains north of Whistter Mountain that is likely associated with the development of

secondary permeability related to deformation of the rocks due to faulting, If the proposed
pouts of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
impacts of groundwater extractions so close to Diamond Valley need to be specifically

assessed.  Given the extent of the deformation of the rocks and multiple episodes of

faulting, it1s unlikely that high secondary permeability is limited only to one area in the
mountains.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh Valley
that provide potential conduits for groundwater flow between the basins. Despite all the
posturing by KV and its consultants during the hearing process for the applications
considered i Ruling 6127 that mier-basin groundwater {low between Kobeh Valley and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring.* If Diamond Valley pumping is a
possible cause for water [evel declines in Kobeh Valley, the pumping fiom eastern Kobeh
Valley shiould be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Arca, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

13. These Applications should be denied because they include no Monitoring, Management
andd Mitigation (3M) Plan developed to the satisfaction of all potentially affected partics,
including all undetenmined vested water rights claimants.  The Nevada Supreme Court
concluded that * . . allowing the State Engincer to grant applications conditioned upon
developiment of a future 3M Plan when the resulting appropriations would othenwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
fair hearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Court
Opinion, p. 15.

The Supreme Court determined the record before the State Engineer shows conflicts witly
existing rights will occur as a consequence of KVR's Applications. Consistent with the
Supreme Cowrt’s Opinton interpreting NRS 533.370(2) at this time, Fureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed 1o the satisfaction
ol all potentially affected parties, including all undetenmined vested water rights claimants,
before any action be taken on the Applications, Because groundwater modeling by the
appiicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to efsure mitigation will be funded
in perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analyncal data prior fo any approval of the Applications, consistent with (he
Supreme Couwrl Opinion. A plan for monitoring and mitigation of potential impacts {0
water rights holders and trcatened species must include specific, attainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

i4. These Applications should be denied becanse KVR camnot show it has the intention in
good faut or Sl ability to construct the work and anply the water to the intended
beneficial use with reasonable diligence as required by NRS 533.370(1)(¢). The works

* Technical memoranduim prepared by Interflow Hydrology, Aprii 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly’s stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the nmlybdc,num oxide price
was $5.30/1b. General Moly’s latest presentation on its website® highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
las:

¢ lost millions of doliars in stock value,

o needed to tap into funds reserved for equipment purchases,

o laid off porsonnel,

e closed its office in Furcka,

« deferred construction of the water-supply wells, pipelines and other infrastructure

needed to divert the water, and
o posiponed the purchase of equipment cssential to putting the water to benelicial
use.

Furthermore, General Moly has repeatedly, for muliiple years, requested important and
required monttoring under the 3M Plan referved to in Ruling 6127 be defared because
KVR does not have sufficient funds to do the preseribed monitoring, much less put the
water to heneficial use. The company’s ability to finance the project and use the waler is
hampered by an unrealistic contract price for their product at a ime when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concern the project was speculative as far back as 2006 when it
protested KVR s tnitial applications for the MU Hope project. Genaral Moly’s primary
backer at that time has since been convicted of operating a criminal conspiracy, found
guilty of murder and executed. The project has languished for seven vears since General
Moly's stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights (o inrigate the Bobeat Ranch after the existing inigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These rights were apphu} {" or and
granted despile testimony by VR that they are “. .. not in the fanning in siness.” KV

has since proven 1t was meapable of putting its imamf;nu rights to beneficial use thig vear
even though all the wells and pumiping equipment at the Bobeat Ranch wre in place. KVR
requested and was granted extensions of time despite the State Engincer’s assurances to

* Wttp://investor.generalmoly.com/phoenix. zhtml2e=18 15398 &p=irel-irhome, last accessed 171372016
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Eureka County no extensions would be granted. This failure to simply resume irrigation
of established ficids at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a yinor fraction of the cost to put the water to beneficial use. This smal! investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long s the State Engincer and other potential appropriators of the water resource
supposed to walt for such a speculative venture to bear fiuit? In the meantine, there is no
unappropriated water in Kobel Valley that might be put to use by others.

. The Applications should be denied or consideration of the Applications delayved until the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expecled to be published any day, is complete.

. Propagation of the cones of depression from each of the proposed points of diversion must

be adequately detenmined, using real data and limited assumptions, prior to consideration
of the Applications, Not all of the proposcd points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rghts at the proposed points of diversion are not known.

- I accordance with the Eureka County Code and the Eureka County Master Plan, Eurcka

County requires the ability to continue to review all hvdrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of ils project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Eurela County's Master Plan states "implementation of
this Plan requives that . . . the Board of Eureka County Conumissioners stay involved with
analysis and evaluation through all stages of federal, state and local planning efforts ...
[through} review of data for scientific and factual soundness, plen development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[d]evelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data mcluding hydrological data...." Eurcka County Code 9.060.C "mandates the
wse of peer-reviewed science in the assessment of hmpacts related (o water resource
development.”

. These Applications shouid be denied because there are applications for water rights in

Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engincer subsequent to the information
available in front of the State Engineer for Ruling 6127. These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never calied for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications couid result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

- The manner of vse of water under the subject Applications is by nature of its activity a
lemporary use.  Because il 13 a lemporary use, any permit granted under these
Applications must be subject to a restriction that at the end of the mining use, the water
will revert brack to the source.

20. The proposed points of diversion for the Applications lie in Basin 139 (Iobeh Valley),

.

]

[
(%)

I

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basin for use in another basin.  As the applications state, the water will be
placed to benelicial use in Diamond Valley. Compliance with the requirements of NRS
533.370{06) for interbasin transfers must be met.

- The pit dewatering requires pumping of groundwater from Diamond Valley, currently
over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewalering i Diamond Valley.

. The proposed place of use described in the Applications is much farger than the mine’s
Plan of Operations project houndary,

- The appiicant holds notices filed with the BLM associated with water supply exploration
activities for locations in Diamond Valley, which is over appropriated and over pumped.
The notices associated with the watey supply exploration activities in Diamond Valley are
outside the Plen of Operations project boundary but within the propesed place of use listed
113 the Applications.

4. Any further changes to points of diversion for a proposed {uture well field must require the
filimg of addinonal change applications subject to the same repulatory process as the
current Applications; that is, they must be published in the local newspaper, arc subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base inigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consuumptive use duty.

Considering Change Applications that are not supported by adequate proof of beneficial
use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer's office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer determines the Change Applications should be granted.

- Lurcka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional economy.  Eureka County
welcomes new opportunity for mining in its communitics as long as mine development is
not detrimental to existing cconomic or cultural activity or the environment, This protest
is aimed at ensuring that any development of water resources in Kobel: Valley is
conducted in full accordance with Nevada law, the Burcka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Fureka County
citizens. Bureka Counfy welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points.

28, Eurcka Counly requests the hearing on these Applications be held in Eureka, Nevada to

acilitate access by protestants, the water users in the arca and inferested cilizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER 35694

- Kohch Valley Ranch LLC {c/ Moly, Inc.
FILED BY aeh aliey Ranc {c/o Generaf Moly, Inc.) PROTEST
ON October 28 L2015

Comes now EUREKA COUNTY

Printad or typed name of protestant

whose post office address s POST OFFICE BOX 694, EUREKA, NEVADA 80316

Street No or S‘D Box, City, State and Z{P Code
whose occupaﬁon 15 POUT!CAL SUBDIVISION

of Application Number 85604 , filedon OCTOBER 28

e ond protests the granting

by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc)

waters of  UNDERGROUND

........ _situated in EUREKA

an underground source of name of siream, fake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO,

THEREFORE the Protestant requests that the application be DENIED 2

- e .

e

H
e -
—

:

Denied, issued subject to prior n’éh;s, eic.,
and that an order be entered for such relief as the State Engineer deems just and proper.

ds the case may be

//i//,,,?"”w“}.
Signed WM A —
v - A

gent or profestant

GOICOECHEA, CHAIRMAN

-~

[."/ Printed ot typed name;”;;agem
Address POST OFFICE BOX 694
State of Nevada : “I‘”St:eet M}GIPO Bax e
County of EUREKA EUREKA, NV 89316
[ " City, State and ZIF Code o
Subscribed and sworn to before me on JAN. 17,2015 (775y237-5262
Phrone M.mber
by JJ GOICOECHEA

i - o
jigeicoechea@eurekany.org

. ) R !
a"‘ 5 % IR A X '-"5”'

et L .

Signature of Notary Public Required

Notary Stamp or Seal Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.

ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE,
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1. These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Fureka County ef al. v. The State of Nevada, State Engineer, ct
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

2. These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

L

These Applications should be denied because, as configured, the proposed wells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights

4. Consideration of these Applications must, at a minimuwmn, be postponed to allow the State
Engineer time to call for proofs of vested claims to be filed and thereby identify all sentor
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

5. These Applications should be denied since they are inappropriate while direction from the
District Court is pending in Case Nos. CVI1108-155, CV1108-156, CV1108-137,
CV1IL12-164, CVITI2-165, CVI202-170 and CV1207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the Couniy of Fureka, KVR asserts in
Exhibit C, altached to cach Application subject to this protest, these “new” 32
Applications are unnecessary bul are being filed provisionally in case the orginal
applications under Ruling 6127 “are determined by the District Court or the State
Engineer to have been denied on account of the Supreme Court Order....”" Eureka County
asserts the Supreme Court’s Opinion requires the original KVR applications be denicd.”
As such, Eureka County agrees the comrect course of action by KVR is to file new
applications if KVR wishes o proceed with irying to acquire water for its project.
However, these Applications should not have beenn sent for publication by the Stale
Engineer before Distiict Court direction on how to proceed, as 1t is a waste of time and
resources for all invelved.

0. These Applications should be denied because they do not include any attempt to resolve
the issues identified by the Supseme Court Opinion or the outstanding issues the Supreme
Court did not address but nevertheless chose to reference in iis Opinien, which hiahlights

Kany apy feowere send back for correutio vee land wrisen
correciions on them whizh nghlights that porbaps changes are being pui forwerd that do not exactly match

some of the previous applications.

caiions at reug under these R}

? ee Eureka County's filings regarding this mattey in the District Court,
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the necessity of addressing all issues during KVR’s subsequent effort to secure water
rights for its project.’

7. These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid confliets with existing water rights or
impainment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Praject that Eurcka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eurcka County has protested
water right applications by Banick, Newmont, American Vanadivm Resources, McEwen
Mining and others in the past, and mauy very recently. Eureka County has been able to
withdraw 1ts protests with these cntities becavse they made design changes or water
management changes necessary to avoid conflicts with existing water rights and 1o avoid
mmprirment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be impacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the future. Eureka County’s reply brief fited with the Nevada Supreme Courd (at page 4)
inn the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicls with existing rights,
reduce the size of its project or nmprove the project’s water use efficiency to eliminate the
conflicts, and work cooperatively with senior water rights holders to resolve conflicts.

8. Applications to Change 85575, 8§3577, 85579, 85381, 85582, 85383, §5584, 83585,
35580, 85588, 85589, 85591, §5592, 85593, 85594, §55906, 85597, 85598, 85599, §5603,
and 85604 must be denied because they request changes of previous permits abrogated by
the change applications that were the subject of Ruling 0127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right 1o be changed is valid. Once a penmit is abrogated, it is no longer in force. There

are no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valiey will impact rrrigation and stock watering water right holders, impact domestic well
owners and surface water flows in Kobeh Valley. According to the applicant’s ground
water model, sustained over-pumping in Kobel Valley will impact irigation and stock
walering water rights, domestic well owners and surlace water rights in Diamond Valley,
Pine Vailey and other adjacent basins. The owners of these rights contribute to the long-
term cconomic viebility of the greater Eureka community and such impacts will prove
detrmental o the health and welfare of Eurel:a County.

} “Because we reverse and remand on this basis, we do not reach the remaining {ssues rajsed in these
consolidated appeals.” Supreme Court Qpinion, p. 16.

APP483



Exhibit “A™
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

10. These Applications should be denied because they threaten to conflict with or impair

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southemn Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate all stream
waiers tributary to both Pete Hansen Creek and Henderson Creck. Henderson Creek, the
principal east tributary to the drainage basin, transports stream waters fiom the cast flank
ol the Roberts Mountains and the western slopes ol the Sulphur Springs Range soutl of
Table Mountain. Several perennial springs situated in the stream system as well as snow
mell walers, contiibute to the stream system flow." (Emphasis added.) To date, modeling
and data provided to the Stale Engineer do not prove that pumping will not impact any of
the sources contributing to these creeks.

. These Applications must be denied based on the record before the State Engineer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
profectable interests in existing domestic wells in Kobeh Valley, and threatens to prove
detrimental to the public inferest. Kobeh Valley is a designated basin. The perennial vield
of Basin 139 based upon Ground-Water Resowrces - Reconnaissance Series Report 30 by
Rush and Everett (1964} 1s up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspivation) from the basin can be captured
by an appropriator. In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley floor, with & reconnaissance-level
evapotranspiration estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The valley floor phreatophytic vegetation  will continue to  oceur
notwithstanding the mine's pumping. Reports 1ssued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previcusly denied applications secling to appropriate water from
groundwater storage and rccognized that water sought to be appropriated from
groundwater storage is not a pernmanent water right. Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Eareka County would be more amenable to applicalions proposing pumping to more
effectively capture groundwater discharge, as the potestial for conflicts (o prior rights and
senstlive resourees is greatly dinnmished by that encouraged practice.

o)

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There 1s consensus underflow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently msufficient with which to detenmine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant's consullants suggests pumping
in Diamond Valley has a poteatial to cause water-level declines in Kobel: Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR's project pumping.
north of Whistler Mountain, suggesting a hydrologic continuum between the two basins.
These previous hydrogeologic mvestigations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the mine's groundwater nghts applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as relatively impenmneable.  Consequently, the groundwater {low from
Kobeh Valley to Diamond Vatley through the mountains was previously characterized as
trivial. The locations of some of the poinis of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diuamond Valleys, otherwise there would be littie reason to propose constructing wells af
these locations. The most recent teration of the regional groundwater model developed
by the applicant's consultants shows a region of high hydraulic conductivity in the
mountans north of Whistler Mountain that is Iikely associated with the development of
secondary penmeability related to deformation of the racks due to faulting. If the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
inpacts of groundwater extractions so close to Diamond Valley need to be specifically
assessed.  Given the extent of the deformation of the rocks and multiple episodes of
faulting, it 15 unlikely that high secondary permeability is limited only to one area in the
mountains.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh Valley
that previde potential conduits for groundwater llow between the basins, Despite all the
posturing by KVR and its consultants duing the hearing process for the applications
considered i Ruling 6127 that inter-basin groundwater flow between Kobeh Valley and
Diamond Valley is frivial, the applicant’s consultants subsequenily posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring.* If Diamond Valley pumping is a
possible cause for water level declines in Kobel Valley, the pumping from eastern Kobeh
Valley should be expected {o affect water levels in Diamond Valiey. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley mterferes with efforts to manage the groundwater resources there and represents o
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

. These Applications should be denied because they include no Monitoring, Management

and Miligation (3M) Plan developed to the satisfaction of all potentiaily affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Cout
concluded that *. . . allowing the State Engineer to grant applications conditioned upon
development of a future 3M Plan when the resulting appropriations would othernwise
contlict with existing rights, could polentially violate the protestants” rights to a full and
fair hearing on the matter, a vule rooted in due process. (cite omitted)” See Supreme Court
Opinion, p. 15

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights will occur as a consequence of KVR’s Applications. Consistent with the
Supreme Courl’s Opinion interpreting NRS 533.370(2) at this time, BEureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed to the satisfaction
of all potentially atfected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impucts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
i perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts {fromr the applicant's proposed pumping must be developed with
supporling analytical data prior to any approval of the Applications, consistent with the
Supreme Cowrt Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specifie, attainable, yealistic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigalion measures must be clearly defined
and demonstrated to h'm, the desired effect.

. These Applications should be denied because KVIL cannot show it has the imeniifm m

good [fzith or finencial ebility (o construet the work and apply the water o the intended
beneficial use with reasonable diligence as required by NRS 533.370(1)c). hu \‘.701‘1-;5;

<k

* Technical memorandum prepared by Interflow Uydrology, Aprii 24, 2012,
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Filed by Kobeh Valley Ranch LL.C

necessary to achieve beneficial use of the water nghts are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by iis actions has
plainty demonstrated it does nof have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly’s stock was selling al over 512.00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the molybdenum oxide price
was $5.30/b. General Moly’s latest presentation on its website’ highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.”” Since the original permits were granted, the proposed project
has:

e lost millions of dollars in stock value,

o needed to tap into funds reserved for equipment purchases,

¢ laid off personnel,

e closed its office in Eoreka,

= deferred construction of the water-supply wells, pipelines and other infrastructure

needed to diverl the waler, and
= posiponed the purchase of equipment essential to pulting the water to beneficial
I

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the preseribed monitoring, much less put the
waler to beneficial use. The company’s ability to finance the project and use the water is
hampered by an unrealistic contract price for their product at a thme when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concern the project was speculative as far back as 2006 when it
protested KVRs inttzl epplications {or the Mt Hope project. General Moly's primary
backer at that time has since been convicted of operating a criminal conspiracy, found
guilty of murder and executed. The project has languished for seven vears since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water 11ghits to nirigate the Bobeat Ranch after the existing inigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These rights were applied for and
granted despite testirnony by KVR that they are “. . . not in the farming business” FVR
has since proven 1t wes ineapable of putting its irrigation rights {o beneficial use this year
even though all the wells and pumping equipment af the Bobeat Ranch are in place. KVR
requested and was granted exiensions of time despite the State Engineer’s assurances (o

® hitp:/investor.generalmoly.com/phoenix. zhtmi?c=18 1598 &p=irol-ichome, iast accessed 1/13/2016

APPA87



L

18.

Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

Eureka County no extensions would be granted. This failure o simply resume hirigation
of established fields at the Bobcat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use,

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearty, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the Stale Engineer and other potential appropriators of the water resource
supposed (o wait for such a speculative venture to bear fruil? In the meantime, there is no
unappropriated water in Kobeh Valiey that might be put to use by others.

. The Applications should be denied or consideration of the Applications delayed until the

Dizmond Valley Regional Flow System Study by the USGS, now going through final
review and expecled to be published any day, ts complete.

. Propagation of the cones of depression from each of the proposed points of diversion must

be adequately detenmined, using real data and limited assumptions, prior o consideration
of the Applications. Not all of the proposed points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed

points of diversion are purely hypothetical; therefore, impacts associated with pumping of

substantial water rights at the proposed points of diversion are not known.

Anaccordance with the LEureka County Code and the Eureka County Master Plan, Furcka
County requires the ability to continue to review all hydrologic data offered in support of

the Applications. The applicant has acknowledged Eureka County should be involved i
the review of all hydrologic data offered in support of its project and Fureka County
should be involved in the development of an effective monitoring, management and

mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of

this Plan requires that . . . the Board of BEureka County Commissioners stay involved with
analysis and cvaluation tlrough all stages of federal, state and local planning efforts ...
[through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.”  Section 6.2.6, the
mining section of the Master Plan, states the County will "[d]evelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data inchuding hydrological data ..." Eureka County Code 9.060.C "mandates the
use of peerreviewed science in the assessment of impacts related Lo water resource
deveiopient.”

These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engineer which have a filing/priority dale senior fo
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Exhibit “A™
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield, There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127. These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

The manmner of use of water under the subject Applications is by nature of its activity a
temporary use.  Because 1t 1s a temporary use, any pemit granted under these
Applications must be subject 1o a restriction that at the end of the mining use, the water
vitl revert back to the source.

. The proposed points of diversion for the Applications lie in Basin 139 (IKobeh Valley),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and

Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of

the source basin for use in another basin.  As the applications state, the water will be
placed to beneficial use in Diamond Valley. Compliance with the requirements of NRS
533.370(0) for interbasin transfers must be met.

- The pil dewatering requires pumiping of groundwater from Diamond Valley, currently
over appropriated and over pumped, Propagation of the cones of depression from each of

the proposed points of diversion must be adequately determined and any identified
mnpacts and conflicts removed prior to granting the appiications in light of the pit
dewatering i Diamond Valley.

. The proposed place of use described in the Applications 1s much larger than the mine's

Plan of Operations project boundary.

. The applicant holds notices filed with the BLM associated with water supply exploration
pp pply exj

activities for locations in Diamond Valley, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
ouwtside the Plan of Operations project boundary but within the proposed place of use listed
in the Applications.

4. Any Turther changes to points of diversion for a proposed future well field must reguire e
) 2 ] ]

filing of additional change applications subject 1o the same regulalory prozess as the
current Applications; that is, they must be published 1n the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

25. Some of the Change Applications seek to change a previously filed change application

b

-

that changed the manner of use from imigation at a consumplive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should enly
be changed at the conswmptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
examiple, cropping inventories by the State Engineer’s office for the water rights at the
Baitine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and miliing if'the State Enginecr detenmines the Change Applications should be granted.

- Bureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its focal and regional economy. Eureka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to existing economic or cultural activity or the environment. This protest
15 almed al ensuring hat any development of waler resources in Kobeh Valley is
conducted i full accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Eureka County
citizens. Eureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points.

- Lureka County requests the hearing on these Applications be held in Fureka, Nevada to

facilitate access by protestants, the water users in the area and interested citizens.
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CHRONOLOGICAL APPENDIX
TO EUREKA COUNTY’S VERIFIED PETITION FOR WRIT OF

PROHIBITION OR IN THE ALTERNATIVE,
WRIT OF MANDAMUS

DOCUMENT

DATE

APP NO.

Eureka County’s Application No. 83948

06/24/14

001-003

Letter from J.J. Goicoechea to Jason
King re: Application 83948

06/27/14

004-005

Eureka County’s Amended Application
No. 83948

08/21/14

006-008

Kobeh Valley Ranch, LLC’s
Application Nos. 85573 through 85604,
inclusive

10/28/15

009-163

Proposed Order Remanding to State
Engineer

11/25/15

164-170

Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
85573 through 85592, inclusive

01/15/16

171-370

Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
85593 through 85604, inclusive

01/15/16

371-490

Order Granting Objection to Proposed
Order Remanding to State Engineer;
Order Granting Petitions for Judicial
Review; Order Vacating Permits

03/02/16

491-499

Amended Order Granting Objection to
Proposed Order Remanding to State
Engineer; Order Granting Petitions for
Judicial Review; Order Vacating
Permits

03/09/16

500-509

Letter from Jason King to Kobeh Valley
Ranch, LLC re: Applications 85573
through 85604

03/22/16

510

Kobeh Valley Ranch, LLC’s Motion to
Alter or Amend Judgment

03/25/16

511-522




Notice of Appeal of State Engineer of
Nevada, Office of the State Engineer,
Division of Water Resources,
Department of Conservation and
Natural Resources, Division of Water
Resources

04/08/16

523-540

Case Appeal Statement of State
Engineer of Nevada, Office of the State
Engineer, Division of Water Resources,
Department of Conservation and
Natural Resources, Division of Water
Resources

04/08/16

541-549

Real Party in Interest Kobeh Valley
Ranch, LLC’s Notice of Appeal

04/12/16

550-553

Real Party in Interest Kobeh Valley
Ranch, LLC’s Case Appeal Statement

04/12/16

554-561

Letter to Jason King from Paul G.
Taggart, Esq. re: Kobeh Valley Ranch
Water Right Applications

04/27/16

562-565

Kobeh Valley Ranch, LLC’s Amended
Application Nos. 85576, 85583, 85588,
85603 and 85604

04/27/16

566-585

Kobeh Valley Ranch, LL.C’s
Application Nos. 86149 through 86153,
inclusive

04/27/16

586-606

Kobeh Valley Ranch, LLC’s
Application Nos. 86157 through 86161,
inclusive

04/27/16

607-631

Answer to Protests of Kobeh Valley
Ranch, LLC

05/20/16

632-653

Order Denying Kobeh Valley Ranch,
LLC’s Motion to Alter or Amend
Judgment

06/03/16

654-666

Eureka County’s Amended Protests to
Kobeh Valley Ranch, LLC’s Amended
Application Nos. 85576, 85583, 85588,
85603 and 85604

07/01/16

667-716




Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
86149 through 86153, inclusive

07/01/16

717-770

Eureka County’s Protests to Kobeh
Valley Ranch, LL.C’s Application Nos.
86157 through 86161, inclusive

07/08/16

771-830

Letter from Jason King to Kobeh Valley
Ranch, LLC re: Amended Applications
85576, 85583, 85588, 85603 and 85604

07/07/16

831

Letter from Jason King to Kobeh Valley
Ranch, LLC re: Applications 86149,
86150 and 86151

07/07/16

832

Letter from Jason King to Kobeh Valley
Ranch, LLC re: Applications 86152,
86153, 86157 through 86161

07/12/16

833

State Engineer’s Notice of Pre-Hearing
Conference

07/26/16

834-835

Supreme Court’s Order Reinstating
Briefing and Granting in Part Motion to
Expedite Appeal

07/28/16

836-837

Appellant State of Nevada, Department
of Conservation and Natural Resources,
State Engineer’s Opening Brief, Case
No. 70157

08/18/16

838-872

Opening Brief of Kobeh Valley Ranch,
LLC, Case No. 70157

08/18/16

873-915

Hydrographic Area Summary of Kobeh
Valley Hydrographic Basin

08/19/16

916

Hydrographic Basin Summary by
Application Status of Kobeh Valley
Hydrographic Basin

08/19/16

917

Hydrographic Basin Summary by
Manner of Use of Kobeh Valley
Hydrographic Basin

08/19/16

918

Hydrographic Abstract of Kobeh Valley
Hydrographic Basin

08/19/16

919-939
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DOCUMENT

DATE

VOL
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Amended Order Granting Objection to
Proposed Order Remanding to State
Engineer; Order Granting Petitions for
Judicial Review; Order Vacating
Permits

03/09/16

500-509

Answer to Protests of Kobeh Valley
Ranch, LLC

05/20/16

632-653

Appellant State of Nevada, Department
of Conservation and Natural
Resources, State Engineer’s Opening
Brief, Case No. 70157

08/18/16

838-872

Case Appeal Statement of State
Engineer of Nevada, Office of the State
Engineer, Division of Water
Resources, Department of
Conservation and Natural Resources,
Division of Water Resources

04/08/16

541-549

Eureka County’s Amended Application
No. 83948

08/21/14

006-008

Eureka County’s Amended Protests to
Kobeh Valley Ranch, LLC’s Amended
Application Nos. 85576, 85583, 85588,
85603 and 85604

07/01/16

667-716

Eureka County’s Application No.
83948

06/24/14

001-003

Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
85573 through 85592, inclusive

01/15/16

171-370

Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
85593 through 85604, inclusive

01/15/16

371-490




Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
86149 through 86153, inclusive

07/01/16

T17-770

Eureka County’s Protests to Kobeh
Valley Ranch, LLC’s Application Nos.
86157 through 86161, inclusive

07/08/16

771-830

Hydrographic Abstract of Kobeh
Valley Hydrographic Basin

08/19/16

919-939

Hydrographic Area Summary of
Kobeh Valley Hydrographic Basin

08/19/16

916

Hydrographic Basin Summary by
Application Status of Kobeh Valley
Hydrographic Basin

08/19/16

917

Hydrographic Basin Summary by
Manner of Use of Kobeh Valley
Hydrographic Basin

08/19/16

918

Kobeh Valley Ranch, LLC’s
Application Nos. 85573 through
85604, inclusive

10/28/15

009-163

Kobeh Valley Ranch, LLC’s Amended
Application Nos. 85576, 85583, 85588,
85603 and 85604

04/27/16

566-585

Kobeh Valley Ranch, LLC’s
Application Nos. 86149 through
86133, inclusive

04/27/16

586-606

Kobeh Valley Ranch, LLC’s
Application Nos. 86157 through
86161, inclusive

04/27/16

607-631

Kobeh Valley Ranch, LLC’s Motion to
Alter or Amend Judgment

03/25/16

511-522

Letter from J.J. Goicoechea to Jason
King re: Application 83948

06/27/14

004-005

Letter from Jason King to Kobeh
Valley Ranch, LLC re: Applications
85573 through 85604

03/22/16

510

Letter to Jason King from Paul G.
Taggart, Esq. re: Kobeh Valley Ranch
Water Right Applications

04/27/16

562-565




Letter from Jason King to Kobeh
Valley Ranch, LLC re: Amended
Applications 85576, 85583, 85588,
85603 and 85604

07/07/16

831

Letter from Jason King to Kobeh
Valley Ranch, LLC re: Applications
86149, 86150 and 86151

07/07/16

832

Letter from Jason King to Kobeh
Valley Ranch, LLC re: Applications
86152, 86153, 86157 through 86161

07/12/16

Notice of Appeal of State Engineer of
Nevada, Office of the State Engineer,
Division of Water Resources,
Department of Conservation and
Natural Resources, Division of Water
Resources

04/08/16

523-540

Opening Brief of Kobeh Valley Ranch,
LLC, Case No. 70157

08/18/16

873-915

Order Denying Kobeh Valley Ranch,
LLC’s Motion to Alter or Amend
Judgment

06/03/16

654-666

Order Granting Objection to Proposed
Order Remanding to State Engineer;
Order Granting Petitions for Judicial
Review; Order Vacating Permits

03/02/16

491-499

Proposed Order Remanding to State
Engineer

11/25/15

164-170

Real Party in Interest Kobeh Valley
Ranch, LLC’s Case Appeal Statement

04/12/16

554-561

Real Party in Interest Kobeh Valley
Ranch, LLC’s Notice of Appeal

04/12/16

550-553

State Engineer’s Notice of Pre-Hearing
Conference

07/26/16

834-835

Supreme Court’s Order Reinstating
Briefing and Granting in Part Motion
to Expedite Appeal

07/28/16

836-837




CERTIFICATE OF APPENDIX - NRAP 30(g)}(1)

In compliance with NRAP 30(g)(1), I hereby certify that this Petitioner’s
Appendix consists of true and correct copies of the papers in the Nevada State

Engineer’s file.
DATED this 22™ day of August, 2016.

ALLISON MacKENZIE, LTD.
402 North Division Street
Carson City, NV 89703

(775) 687-0202

By:_/s/ Karen A. Peterson
KAREN A. PETERSON, NSB 366
kpeterson(@allisonmackenzie.com
KYLE A. WINTER, NSB 13282
kwinter@oallisonmackenzie.com

~and~

THEODORE BEUTEL, NSB 5222
theutel.ecda(@eurekanv.org
EUREKA COUNTY DISTRICT
ATTORNEY

701 South Main Street

P.O. Box 190

Eureka, NV 89316

(775) 237-5315

Attorneys for Petitioner,

EUREKA COUNTY




IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATIONNUMBER 85593

’ h Val hLLC (c/o G I
FILED BY Kobeh Valley Ranc (c/o General MOE» ne.) ) PROTEST
ON October 28 ,20 13

Comes now EUREKA COUNTY

Printed or typed name of protestant

whose post office address js POST OFFICE BOX 694, EUREKA, NEVADA §9316
Strest No. or PO Box, City, State and ZIP Code

whose oceupation is  POLITICAL SUBDIVISION and protests the granting
of Application Number 83393 , filedon OCTOBER 23 L2015
by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.)  forthe
waters of  UNDERGROUND situated in EUREKA

an underground source or name of stream, {ake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO,

gy

i

[

Hadi

HpgEtt e
~ i

i

THEREFORE the Protestant requests that the application be BENIED o

o

Denied, isygd subient to prior rigﬁtg, ete., 45 the cas'r: may be
and that an order be entered for such relief as the State Engineer deems just and proper. ' r ‘
S
7
~ JJ GOICOECHEA CHAIRMAN
Printed or typed name, if agent

Signed /é
Azem or protestant
Agid’ress POST OFFICE BOX 694

State of Nevada 4 ' Street No. or PO Box
County of EUREKA EUREKA, NV 89316
City, State and ZiP Code
Subscribed and sworn to before me on  JAN. .4, 2015 (775)237-3262
Phone Number
by JJ. GOICOECHEA jigoicoechea@eurekanv.org

E-matl

TOHI M. WRIEHT

Y Matary Pubilc - State of Nevada i

'-"m": Aeeofdad in Sursie County 3
u - Evnires Desmber 20, 2018 §

llllllllllllll IUHIMIIP

Notary Stamp or Senl Required

$oon e "*\ Yo e . ;V\r

Signature of Notary Public Required‘

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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Exhibit “A”
BEureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

1. These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Ewreka County et al. v. The State of Nevada, State Engineer, et
al, 131 Nev. Adv. Opn. 84 (October 29, 2015) (Lereinafter Supreme Cowrt Opinion) for
being in violation of NRS 533.370(2).

=

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

fad

These Applications should be denicd because, as configured, the proposed wells and
groundswater drawdown will impair undetermined claims of pre-statutory vested riglits.

4, Consideration of these Applications must, at a minimum, be postponed 1o allow the State
Engieer time to call for proofs of vesied claims to be fited and thereby identify all senjor
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

5. These Applications should be denied since they are inappropriate while direction fiom the
District Court is pending in Case Nos. CV1108-135, CV1108-156, CV1108-157,
CV1I112-164, CVIT12-165, CVI202-170 and CV1207-178 in the Seventh Judicial
District Cowrt of the State of Nevada in and for the County of Eureka. KVR asseris in
Exhibit €, attached to each Application subject to this protest, these “new” 32
Applications are wnnecessary bul are being filed provisionally in case the original
applications under Ruling 6127 “are detennined by the District Court or the State
Engineer to have been denied on account of the Supreme Court Order....” Eureka County
asserts the Supreme Court’s Opinion requires the original KVR applications be denied.”
As such, Eurcka County agrees the comrect course of action by KVR is to file new
applications if KVR wishes to proceed with trying o scquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Court direction on how fo proceed, as it is a waste of time and
resowyees for all involved.

0. These Applications should be denied beeause they do not include any attempt to resolve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address bul nevertheless chose to reference in its Opinion, which highlights

e
1Y

wd watien
actly mateh

ppplicanons ob mmeae under thess protests ware senl back for correction and’or have ha

corrections on e whicl lighlighis that perhaps changes are being put forvard that da not ex
somne of the previous applications.

‘ See Fureka County’s {tlings regarding this matter i the District Court.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

the necessity of addressmn all issues during KVR’s subsequent effort to secure water
rights for its project.®

7. These Applications should be dented because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is vnfortunate KVR coatinues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that fmpact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently, Eureka County has been able to
withdraw its protests with these entities because they made design changes or water
management changes necessary to avoid conflicts with existing water rights and to avoid
impairment of vested water rights. This is the fivst time to our knowledge a mining project
las pushed forward its water right applications while prcdictinm there will be impacts and
conflicts, and drying up of water vights, but anly “promising” to fix them at some time in
the future, Eureka County’s reply brief filed with the Nevada Supreme Court (af page 4)
in the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Evreka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the project’s waler use efficiency to eliminate the
contlicis, and work cooperatively with senior water rights holders {o resolve conflicts.

8. Applications to Change §5575, 85577, 85579, 85381, 85582, 85583, 85584, 85585,
855806, 85588, 85589, 85591, 85592, 83593, 85594, %5596 85597, 855 98 85599: 65003,
and 85604 must be denied h(‘.l_c‘ill‘uﬂ thcy request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once a pennit is abrogated, it is no longer in force. There

are no water rights which can be changed by the current round of Change Applieations.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact irigation and stock watering water right holders, impact domestic well
owners and surlace water {lows in Kobeh Valley, According to the applicant’s ground
water model, sustained overpumping in Kobeh Valiey will impact inigation and stock
watering waler rights, domestic well owners md surface water rights in Diamond Valley,
Pine Valley and other adiacent basins. The owners of these rights contribute to the long-
term eeonamic viability of the greater Eureka community and such impacts will prove
detrimental 1o the hiealth and welfare of Eurelza County.

1, . . .. . . R
" "Because we reverse and remand on this basis, we do not reach the remaining issucs raised in these
consolidated appeals.” Supreme Court Opinion, p. 16,
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10. These Applications should be denied because they threaten to conflict with or impair

1L

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Vailey attributable to the mine's proposed groundwater withdrawals. This drawdown
cccurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights.  For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fuily adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate all stream
waters tributary to both Pete Hansen Creek and Henderson Creek. Menderson Creek, the
principal cast tributary to the drainage basin, transports stream walers fiom the east flank
of the Roberts Mountains and the western slopes of the Sulphur Springs Range south of
Table Mountain, Several perennial springs situated in the stream system as well as snow
melt waters, contribule to the stream system flow.” (Emphasis added.) To date, modeling
and data provided to the State Engineer do not prove that pumping will not impact any of
the sources contributing to these creeks.

These Applications must be dented based on the record before the State Engineer that
proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable inferests in existing domestic wells in Kobeh Valley, and threatens to prove
detrimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre fect annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be captured
by an apprepriator. In Kobeh Valley, most naturatly recharged groundwater is discharged
by phreatophytic vegetalion on the valley f{loor, with a reconnaissance-level
evapotranspiration estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The valley floor phreatophytic vegetation will continue to  occur
nolwithstanding the mine's pumping. Reports 1ssued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications sceking to appropriate water from
groundwater storage and recognized that water sought to be appropriated from
groundwater storage is not a pennanent waler right.  Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Eureka County would be more amenable to applications proposing pumping to more
effectively capture groundwater discharge, as the potential for conflicis o prior rights and
sensitive resources 1s greatly diminished by thet encouraged praciice.

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable inlerests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipat water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underflow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insufficient with which 10 determine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant’s consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR's project pumping,
notth of Whistler Mountain, suggesting a hydrologic continum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant's consultants and entered into evidence during the prior hearings in support
of the mine's groundwater rights applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as relatively impermeable.  Censequently, the groundwater flow from
Kobeh Valiey to Diamond Valley through the mountains was previously characterized as
trivial. The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these locations. The most recent jteration of the regional groundwater mode! developed
by the applicant’s consultants shows a region of high hydraulic conductivity in the
mountains north of Whistler Mountain that is likely associated with the development of
secondary permeability related to deformation of the rocks due to faulting. If the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
impacts of groundwaler extractions so close to Diamond Vailey need to be specifically
assessed.  Given the exient of the deformation of the rocks and multiple episodes of
faulting, 1t is unlikely that high sccondary permeabilily is limited only to one area in the
mountains.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains hetween Diamond Valley and Kobeh V atley
that provide potential conduits {or groundwater flow between the basins. Despite all the
posturing by KVR and its consultants dwing the hearing process for the applications
considered in Ruling 6127 that inter-busin groundwater flow between Kobeh Valley and
Diamond Valley is wivial, the applicant’s consullants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring.* 1f Diamond Valley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect waler levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwalter appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

—_—
(S}

. These Applications should be denied because they include no Monitoring, Management
and Mitigation (3M) Plan developed to the satisfaction of all potentially affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Court
concluded that . . . allowing the State Engineer to grant applications conditioned upon
development of a future 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentinlly violate the protestants’ rights 1o a full and
fair hiearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Cout
Opinion, p. 15.

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights witl oceur as a conseguence of KVR’s Applications. Consistent with the
supreme Cowt’s Opinion interpreting NRS 533.370(2) at this time, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developad to the satisfaction
ol all potentially affected partics, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
in perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potentiel 1mpacts from the applicant's proposed pumping must be developed with
supporting analyiical data priov o any approval of the Applications, consistent witly the
supreme Cowt Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must nclude specifie, attainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources 1o mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

i4. These Applications should be denjed because KVR cannot show it has the intention in
Pi
good faith or financial ebility to construct the work and apply the water 1o (e ntended

beneficial use with reasonable diligence as required by NRS 533.370(1)(c). The works

* Techuical memorandum prepared by Interflow Hydralogy, April 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by its actions has
plainly demonstrated it does ror have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly's stock was selling at over §12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value of 99%. As of January 13, 2016, the moly‘sduwm oxide price
was $5.30/Ib. General Moly’s latest presentation on its website® highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

s jost millions of dollars in stock value,

o needed to tap mto funds reserved for equipment purchases,

¢ laid off personnel,

e closed ifs office 1 Eurcka,

o deferved construction of the water-supply wells, pipelines and other infrastructure

needed to divert the water, and
s postponed the purchase of equipment essential 1o putting the water {0 beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitering under the 3M Plan refened 1o in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the prescribed monitoring, much less put the
water to beneficial use. The company’s abilily to finance the project and use the waler i3
hanipered by an unrealistic contract price for their product at a time when worldwide moly
prices are Jow and they are speculating the price will rise to the point that some entity will
fund the project.

Euwreka County cxprcss*"‘i concern the project was speculative as far back as 2006 when it
protested KVRs indtial spplications for the Mt Hope project. General Moly's primary
backer at that time ]ma since been convicted of operating & criminal conspiracy, found
euilty of murder and exccuted. The project has languished for seven years since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights to irrigate the Bobeat Ranch after the existing irfigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These rights were applied for and
granted despite testimony by KVR that ¢ f.::j," are L Lnotn the farming business.” KVR
hiag smee proven it ways ircapable of putting its imigation rights 1o beneficial vse this vear

even though all the wells and pumiping cquipmeni at the Bobeat Ranch arean place. KVR
l'(.‘qli{fbhfd and was granted extensions of time despite the State Engineer’s assurances to

¥ httpy//investor.generalmoly.com/phoenix. zhtml?e=18 1598 &p=irol-irhome, last accessed $/13/2016
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Eureka County no extensions would be granted. This failure to simply resume irigation
of established fields at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of infent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long 1s the State Engincer and other potential appropriators of the water resource
supposed {o wait for such a speculative venture to bear fruit? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put {o use by others,

. The Applications should e dented or consideration of the Applications delaved until the
1 .
thr

Diamond Valley Regional Flow System Study by the USGS, now going
review and expected to be published any day, is complete.

gh final

ou

Propagation of the cones of depression from each of the proposed points of diversion must
be adeguately detenmined, using real data and Himited assumptions, prior to consideration
of th¢ Applications.  Not all of the proposed points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- Inaccordance with the Fureka County Code and the Eureka County Master Plan, Eurcka

County requires the ability to continue to review all hydrologic data offered in support of
the Applications, The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Lureka County Commissioners stay involved with
anatysis and evaluation twough ail stages of federal, state and local planning efforts ...
[throughj review of data for scaentific and factual soundoess, plan development,
implementation, monitoring, and evaluation of plan implementation." Section 6.2.6, the
mining section of the Master Plan, states the County will "[dlevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including hydrological data ... Eureka Connty Code 9.060.C "mandates the
use of peer-reviewed science in the assessment of impacts related to water resource
development.”

"These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
waler rights that have been filed with the State Enginecr subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never cailed for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobel:
Valley Hydrographic Area becoming over appropriated,

. The manner of use of water under the subject Applications is by nature of its aclivity a
lemporary use.  Because it 15 a temporary use, amy permit granfed under these
Applications must be subject 10 a restriction that at the end of the mining use, the water
will revert back to the source.

20, The proposed points of diversion for the Applications lie in Basin 139 (Kobeh Valley),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basin for use i another basin. As the applications state, the water will be
placed to beneficial use in Diamond Valley, Compliance with the requirements of NRS
533.370(6) for interbasin transters must be met.

21. The pit dewatering requires pumping of groundwater from Diamond Valley, cuwrently

1~ [0

i

[

e

over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewatering in Diamond Vailey.

2. The proposed place of use described in the Applications is much larger than the mine’s
Plan of Operations project houndary.

. The applicant holds notices filed with the BLM assoclated with water supply exploration
activities for locations in Diamond Valley, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Vailey are
outside the Plan of Operatious project boundary but within the proposed place of use listed
in the Applications.

- Any further changes to points of diversion {or a proposed future well field must require the
filing of addinonal change apphcztions subject 1o the same regulatory progess as the
current Applications; that is, they must be published in the local newspaper, are subject to

protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base imigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty.

Considering Change Applications that are not supported by adequate proof of beneficial
use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water faw. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put (o beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer detenmines the Change Applications should be granted.

- Lureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional cconomy. Fureka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to exisling economic oy cultural activity or the environment. This protest
is aimed al ensuring that any development of water resources in Kobeh Valley is
conducted 1 full accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Eurcka County
citizens. Eureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points,

. Bureka County requests the hearing on these Applications be held in Eureka, Nevada to

facilitate access by protestants, the water users in the arca and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER - 83591

Val h LLC (c/ \. ly, I
FILED BY _'hobeh alley Ranc (c/o General ) Io v, Inc.) PROTEST
ON October 28 ,20 13

Comes now EURERKA COUNTY

Printed or typed name of protestant

whase post office address is POST OFFICE BOX 694, EUREKA, NEVADA 89316
Street Vo or PO Box, City, State and ZIP Code

whose occupation is POLITICAL SUBDIVISION

and protests the granting

of Application Number 83594 ) ,filedon OCTOBER 28 >

by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.)

e <ot ebearreonninter for the
waters of  UNDERGROUND

an underground source or rame of stream, lake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

situated in  EUREKA

PLEASE SEE EXHIBIT "A" ATTACHED HERETO.

pev e
o !
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3
Gl

-

!

Ll

; -

THEREFORE the Protestant requests that the application be DENIED

Denied, lsst.ed subject fo prior rights, El:." a5 the case may be
o

and that an order be entered for such relief as the State Engineer deems just and pmy -

Signed /// M/% /77/\——
// . 'y Aé«n/ 1 or protestant
JJ GOI/COECHEA CHAIRMAN

Printed or typed name, lf'awm

Adﬂl‘ess POST OFFICE BOX 694

[

State of Nevada Street No. or PG Bc};c vvvvvv
County of EUREKA EUREKA, NV 89316

City, State and ZIP Code
Subscribed and sworn to before me on JAN. 1.}, 2013 (775) 237-5262

Phone Number

by {.J. GOICOECHEA jjgoicoechea@eurekanv.org

E-mail

TOMEM. WH{GHT
-.‘- Matary Fubiis - Stata of Navada
Co : J.-a ;! Arsintmant Hm;:z.,ad in Burgka Dourty i
e e FNE s, Egies Sessrnkar 6, 2018 |

................. TN
IR A

A

Signature of Notary Public Required Notary Stamp or Seal Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Erreka County et al. v. The State of Nevada, Srate Engineer, et
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts,

These Applications should be denied because, as configured, the proposed wells and

groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications must, at a nunimum, be postponed 1o aliow the State
Engineer time to call for proofs of vested claims to be filed and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Apphcations should be denied since they are inappropriate while direction from the
District Court is pending in Case Nos. CVII08-155, CV1108-156, CVI1108-157,
CVITI2-164, CVI112-165, CVI1202-170 and CVI1207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Eureka. KVR asserts in
Exhibit C, attached to each Application subject fo this protest, these “new™ 32
Apphications are umecessary but are being filed provisionally in case the original
apphications under Ruling 6127 “wre determined by the District Court or the State
Engineer to have been denied on account of the Supreime Court Order, ... Eureka County
asserts the Supreme Courl’s Opinion requires the original KVR applications be denied.”
As such, Fureka County agrees the correct course of action by KVR is to file new
applications if KVR wishes fo proceed with {rying to acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Court direction on how (o proceed, as it is a waste of time and
resources for all involved.

These Applications should be denied because they do not include any atiempt to resobve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address but nevertheless chose to reference i its Opinton, which highlights

carrections on them which highlights that perhaps changes are being put forward thet do not exactly match
some of the previous applications.

* See Bureka County’s filings regarding this matter m the District Court,
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the necessity of acidrea.smg all issues during KVR’s subsequent effort to secure water
rights for its project.®

These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Fureka County has no choice but to
protest KVR’s Applications that impact existing rights.  Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recenily, Eureka County has been able to
withdraw its protests with these entities because they made design changes or water
management changes necessary to avoid conflicis with existing water rights and to avoid
impaimment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be impacts and
confhicts, and drying up of water rights, but only “promising” to fix them at some time in
the futwe, Eureka County’s reply brief filed with the Nevada Supreme Court (at page 4)
in the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicls and impainment, and that Eurcka Counly can support: reconfigure
the points of diversion of its proposed wells to climinate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency to eliminate the
conflicts, and work cooperatively with senior water rights holders (o resolve conflicts.

Applications to Change 85575, 85577, 85579, 85581, 85582, 85583, 835584, 85585,
55386, 85588, 85580, 85591, 85592, 85593, 855394, 83506, 85597, 85598, 85599, 85603,
and 85004 must be denied because they request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the

n

Point of Diversion, Manner of Use and Place of Use of a walter right can only be filed if

the right to be changed s valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Clhiange Applications.

These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact trrigation and stock watering water right holders, impact domestie well
owners and surface water flows in Kobeh Valiey. According to the applicant’s ground

water model, sustaied over-pugiping in Kobeh Valley will impact imigation and stock |

watering water rights, domestic well owners and surface water rights in Diamond Valley,
Pine \”1”8}’ and other adjacent basins. The owners of these rights contribute to the long-
termi ceonomic viability of the greater Eurcka community and such impacts will prove
detrimiental wo the health and welfare of Eureka County.

P “Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court Opinion, p. 16,
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10. These Applications should be denied because they threaten to conflict with or impair

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Valley aftributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and confributing to Pete Hanson Creek and
Henderson Creek have been fulty adjudicated.  On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate all strecm
waters tributary to both Pete Hansen Creek and Henderson Creck. Henderson Creek, the
principal cast tributary to the drainage basin, transports stream waters from the east flank
of the Roberts Mountains and the westem slopes of the Sulphur Springs Range south of
Table Mountamn. Several perennial springs situated in the strean system as well as snow
melt waters, contribute 1o the stream system flow.” (Emphasis added.) To date, modeling
and dala provided to the State Engineer do not prove that pumping will not impact any of
the sowrees contribuling o these creeks.

. These Applications must be denied based on the record before the State Engineer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable inferests in existing domestic wells in Kobelh Vailey, and threatens (o prove
detrimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phreatophyle evapotranspiration) {rom the basin can be captured
by an appropriator. In Kabeh Valley, most naturally recharged groundwater is discharged
by phrestophytic vegetation on the valley floor, with a reconnaissance-level
evapotranspiration estimale by the USGS of 15,000 acre-feet per year, Hydrogeologic
mvestigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge. The valley: floor phreatophytic vegetation will continue to  ocewr
notwithstanding the mine's pumping. Reports issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously dented applications secking to appropriate water from
groundwater storage and recognized that water sought to be appropriated from
groundwater slorage 1s not a parmanent water right.  Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
fureka County would be more amenable to applications proposing pumping fo more
cifectively capture groundwater discharge, 28 the potential for conflicts to prior rights and
sensitive resources is greatly diminishied by that encoaraged practice,

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumiping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders,

There is consensus underflow from Kobel Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh V alley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insufficient with which to determine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant's consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR’s project pumping,
notth of Whistier Mountain, suggesting a hydrologic continuum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the mine's groundwater rights applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins arc
characterized as relatively fmpormesble.  Consequently, the groundwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
trivial.  The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valieys, otherwise there would be litile reason to propose constructing wells al
these locations.  The most recent iteration of the regional groundwater mode] developed
by the applicant's consultants shows a region of high hydraulic conductivity in the

mountains north of Whistler Mountain that is likely associated with the development of

secondary penmeability related to deformation of the rocks due to faulting. 1f the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, 2s opposed 1o low hydraulic conductivity, the
impacts of groundwater extractions so close to Diamond Valley need to be specifically

assessed. Given the extent of the deformation of the rocks and multiple episodes of

faulting, it is unlikely that high secondary penmeability is limited only 1o one area in the
mountains.

In light of the applicant’s most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh V atley
that provide patential conduits for groundwater flow between the basins. Despite all the
posturing by KVR and its consultants dwdng the hiearing process for the applications
considered m Ruling 6127 that inter-basin groundwater flow between Kobeh Valley and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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206T as well as declines in the flow in Nichols Spring* If Diamond Valley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh

Jalicy should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

I3. These Applications should be denied because they include no Monitoring, Management
and Mitigations {3M) Plan developed 1o the satisfaction of all potentially affected partics,
including all undetermined vested water rights claimants. The Nevada Supreme Courl
conciunded that . . . allowing the State Engineer to grant applications conditioned upon
development of & future 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
(air hearing on the matter, a rule rooted in due process. {cile omitted)” See Supreme Court
Ogpinion, p. 15

The Supreme Court defermined the record before the State Engineer shows conflicts with
existing rights will ocour as a consequence of KVR’s Applications. Consistent with the
Supreme Coutt’s Opinion interpreting NRS 533.370(2) al this time, Eureka County insists
that & Monitoring, Management and Mitigation (3M) Plan be developed to the satisfaction
of all potentially affected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts wilf persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
in perpetuity, or until there is no longer any potential for future impacs.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant’s proposed pumping must be developed with
supporting analyiical data prior to any approval of the Applications, consistent with the
Supreme Court Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specilic, attainable, realisiic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

T4, These Applications should be denied because KVR cannot show it has the intention in

good faith or financial ahility 1o constuct the work and apply the water (o the utended
beneficial use with reasonable diligence as required by NRS 533.370(1)(c). The works

* Technical memorandum prepared by Interflow Hydrology, April 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the apphcant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported intentions, KVR by its actions has
plainly demonstrated it does 1ot have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly’s stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the molybdenumn oxide price
was 55.30/1b. General Moly’s atest presentation on its website” highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

e Jost nullions of dollars in stock value,

o needed to tap inte funds reserved for equipment purchases,

s laid off personnel,

e closed its office in Lureka,

o deferred construction of the water-supply wells, pipelines and other infrastucture

needed to divert the water, and
o poslponed the purchase of equipment essential to putting the waier {o beneficial
e

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 36 Plan referred to in Ruling 6127 be deferred because
RVR does not have sufficient funds to do the prescribed monitoring, much less put the
water to beneficial use. The company’s ability to finance the project and use the water is
hampered by an unrealistic contract price for their product at a time when worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concemn the project was speculative as far back as 2006 when it
protested KVIRs initial applications for the Mt Hope project. General Maly's primury
backer at that time has since been convicted of operating 2 eriminal conspiracy, found
guilty of murder and executed. The project has languished for seven years since General
Mely’s stock vatue started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights to irigate the Bobeat Ranch afler the existing imigation water
nights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use (hat were the subject of Ruling 6127, These rights were applied for and
granted despite testimony by VR that (hey are “. .. nolin the faming business” KVR
has since proven it was incapable of putting jts fmigation rghts to beneficial use this vear
even though all the wells and pumping equipment at the Bobeat Ranch are in place. KVR
requested and was granted extensions of time despite the State Engineer’s assurances o

d Ito:investor.peneralmolv.com/phoenix.zhiml?e=181598&p=iral-irhome, last accessed 1/13/2016
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Eureka County no extensions would be granted. This failure to simply resume irrigation
of established fields at the Bobeat Ranch is yet anotlier symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the State Engineer and other potential appropriators of the water resource
supposed 1o wait for such a speculative venture o bear fuil? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put to use by others.

,_..
Ly

- The Applications should be denied or consideration of the Applications delayed until the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, is complele.

10. Propagation of the cones of depression from each of the proposed points of diversion must
be adequately detenmined, using real data and limited assumptions, prior to consideration
of the Applications. Not all of the proposed points of diversion have been cxplored.
Consequently, well yiclds and the hydrologic propertics of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- Ju accordance with the Eureka County Code and the Fureka County Master Plan, urcka
County requires the ability to continue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Eurcka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Secction 6.1.3 of Eureka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Eureka County Commissioners stay involved with
analysis and evaluation through all stages of federal, state and local planning efforts ...
{through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[dlevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
extsting deta ncluding hydrological data ..." Fureka County Code 9.050.0) "miandates the
use of peer-reviewed svicnce i the essessment of impacts related 0 water resource
development.”

18. These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the Staie Engincer which have a filing/priority dale senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engincer subsequent to the information
available in front of the State Engineer for Ruling 6127. These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact arca that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

. The manner of use of water under the subject Applications is by nature of ils activity a
temporary use.  Because il is a temporary use, any permit granted under these
Apphications must be subject to a resiriction that at the end of the mining use, the water
will revert back fo the source.

J. The proposed points of diversion for the Applications e in Basin 139 (Kobeh Valley),
while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the souwrce basin for use in another basin,  As the applications state, the water will be
placed to beneficial use in Diamond Valley. Comphance with the requirements of NRS
333.370(0) {or interbasin transfers must be met.

. The pit dewatering requires pumping of groundwater from Diamond Vailey, curently
over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewatering 1n Diamond Valley.

. The proposed place of use described in the Applications is much larger than the mine’s
Plar of Operations project houndary.

- The appheant holds notices filed with the BLM associated with water supply exploration
activities for locations in Diamond Valley, whicl is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of use listed
in the Applications.

- Any fwiher changes to points of diversion for a proposed future well field must require the
filing of additional change applications subject to the swme regulatory process as the
cuirent Applications; that is, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval,
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- Some of the Change Applications seck to change a previously filed change application

that changed the manner of use from imigation at a consumptive use duty of 2.3 acre
feet/acre.  The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use fiom irrigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to heneficial use.
Only water nights put to beneficial use and in good standing should be changed fo mining
and milling if the State Engincer detenmines the Change Applications should be granted.

. Lureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in 1ls local and regional economy. Eureka County
welcomes new opportunity for mining in its communities as long as mine development is
nel detrimental to existing cconomic or cultural activity or the environment. This protest
15 aimed af ensuring that any development of waler resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Burelia County Master Plan and related
orcinances, and does not unduly threaten the health and welfare of Eureka County
citizens. Eureka County welcomes dizlogue with the applicant that addresses and resolves
Lureka County’s protest points.

Eurcka County requests the hearing on these Applications be held in Eurcka, Nevada to
facilitate access by protestants, the water users in the area and interested citizens.
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IN THE OFFICE Ok THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER 33593__'_“_"_‘"
4 v / \ 1 .
FILED BY i\obeh a]Eey Ranch LLC (mo General ! io , Inc.) PROTEST
ON October 28 ,20 15
Comesnow EUREKA COUNTY
Printed or typed name of protestant
whose post office address is

POST OFFICE BOX 694, EUREKA, NEVADA 89316

Stregt No. or PO Box, City, State and Z,iP Code
whose occupation is POLITICAL SUBDIVISION

and protests the granting
of Application Number 83595 ,filedon OCTOBER 28

by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.)

waters of UNDERGROUND

an underground source or name of stream, lake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit

ST

PLEASE SEE EXHIBIT "A" ATTACHED HERETO. Er
P

wome
o o=
“’> D

THEREFORE the Protestant requests that the application be DENIED

Denied, issued subject to prior rights, ete., a3 the cage may be
and that an order be entered for such relief as the State Engineer deems just and proper

Signed 4 o Q)

/ AderTort protestant
1.G

(/

OICOECHEA CHAIRMAN

d Printed or typed name, if agent
Address POST OFFICE BOX 694
State of Nevada ‘ . Street No. o PO Box
County of EUREKA

EUREKA, NV 89316

City, State and ZIP Code
Subscribed and sworn to before me on JAN. .., 2013 (775) 237-5262

Phene Numbey
by 1L GOICOECHEA ljgoicoechea@eurekanv.org

Tw Ih' Y _i SHT
- F.j., R S.- of ‘iavaﬁa H

L.

Signature of Notary Public Required

Notary Stamp or Seal Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE
ALL COPIES MUST CONTAIN QRIGINAL SIGNATURE.
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These Applications should be denied because they are practically identical' to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Cowrt in Fuwreka County et al. v. The State of Nevada, State Engineer, et
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Courl Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

These Applications should be denied beeause, as configured, the proposed wells and
groundwater drawdown will impair undetenmined claims of pre-statutory vested rights.
Consideration of these Applications must, at a mininwm, be postponed to allow the State
Fingineer time to call for proofs of vested claims to be filed and thereby identify all senior
water rights holders whose 1ghts wiil or may be impaired to be included in a valid process
moving forward.

These Applications should be denied since they are inappropriate while direction from the
District Court is pending in Case Nos. CVI108-1535, CV1108-156, CV1108-157,
CVIH12-164, CV1112-165, CVI202-170 and CVI207-178 i the Seventh Judicial
District Court of the State of Nevada in and for the County of Burcka. KVR asserts in
Exhibit €, attached to each Apphication subject o this protest, these “new” 32
Applications are unnecessary bul are being filed provisionally in case the original
apphcations under Ruling 6127 “are determined by the District Courl or the State
Engineer to have been denied on account of the Supreme Court Order. ... Eureka County
asserts the Supreme Court’s Opinion requires the original KVR applications be denied.
As such, Eureka County agrees the correct course of action by KVR is to file new
apphications if KVR wishes to proceed with frving to acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Cowmt direction on how (o proceed, as it is a waste of time and
resources for all involved,

These Applications should be denied because they do not include any attempt to resolve
the 1ssues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address but nevertheless chose 1o reference in its Opinion, which highlights

tany applicatons ot e under thuse protests were s bagk

for correction amdor bave hand sritien

corrections on tham which highhighits that perhaps clisnges are being put forward that do not exactly mateh
soime of the previous applications.

* See Fureka County's filings regarding this matter in the District Courl.

APP392



Exhibit “A”
Eureka County Profest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

the necessity of addressmfz all issues during KVR’s subsequent efforf to secure water
rights for its project.’

7. These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate K'VR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing nights. Eureka County has protested
water right applications by Bamick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been able to
withdraw its protests with these entities because they made design changes or water
management changes necessary to avoid conflicts with exisling water rights and to avoid
impairment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water vight applications v’hil“ ])*'c:di'ctima there will be 1mpacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the future, Ewreka County’s reply briel filed with the Nevada Supreme Count (at page 4)
in the above referenced case cleatly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency o eliminate the
conflicts, and work cooperatively with senior water rights holders to resolve conflicts.

8. Applications to Change 85575, 85577, 83579, 85581, $5382, 85583, 85584, 85583,
85580, 85588, 85580, 85591, 85592, 85593, 83504, 85390, 85597, CnSQS 85599, 85003,
and 85604 must be denied because they request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed s valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied beeause sustained large-scale pumping in Kobeh
Valley will impact urigation and stock watering water right holders, impact domestic wel}
owners and surface water flows in Kobeh Valley, According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact irrigation and stock
watering water rights, domestic well owners and surface water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these rights contribute to the long-
term cconomic viability of the greater Lureka conununity and such impacts will prove
e nmmm to the health and welfare of Fuwceka County.

3« . . .. . . .
“Because we teverse and remand on this basis, we do vot reach the remaining issues raised in these
consolidated appeals.” Supreme Courl Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t}hese proceedings adjudicate all stream
waters tnbutary to both Pete Hansen Creek and Henderson Creek. Henderson Creck, the
principal cast tributary to the drainage basin, transports stream waters from the east flank
of the Roberts Mousntains and the western slopes of the Sulplur Springs Range south of
Table Mountain. Several perennial springs situated in the stream system as well as snow
melt waters, contribute to the stream system flow.” (Emphasis added) To date, modeling
and data provided to the State Engineer do not prove that pumping will not impact any of
the sowrces contributing to these creeks,

- These Applications must be denied based on the record before the State Fugincer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
proteclable interests in existing domestic wells in Kobeh Valiey, and threatens o prove
detrimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feel annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be captured
by an appropriator. In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley floor, with 2 reconnaissance-level
evapotranspiration estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The valley {loor phreatophstic vegetation will continue to occur
notwithstanding the mine's pumping. Reports issued by the applicant indicate a majarity
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications secking to approprate water from
groundwaler storage and recognized that waler sought to be appropriated fiom
groundwater slorage 1s not a pzrmanont water right. Relocating the wellfield closer to
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Eurcka County would be meore amenable to applications proposing pumping to more
effectively capture groundwater discharge, as the potential for conflicts to prior rights and
sensitive resources is greadly dmnished by Giat encouraged practice.

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underflow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insufficient with which (o determine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant’s consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdewn into Diasmond Valley from KVR’s project pumping,
north of Whistler Mountain, suggesting a liydrologic continuum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the mine's groundwater rights applications concluded that geologic materials
comprising the mountzing that separate the Kobeh Valley and Dismond Valley basing are
characterized as relatively impenmeable.  Conscquently, the groundwater flow from
Robeh Valley to Diamond Valley tluough the mountains was previously characterized as
trivial.  The locations of some of the points of diversion for (hese change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these locations. The most recent itevation of the regional groundwater model developed
by the applicant’s consultanis shows a region of high hydraulic conductivity in the
mountains north of Whistler Mountaia that is likely associated with the development of
secondary permeability related to deformation of the rocks due to faulting. If the proposed
points of diversion are based on new data that support moderate 1o high values for
hydraulic conductivity in the mountains, as opposed to law hydranlic conductivity. the
umpacts of groundwater extiactions so close (o Diamond Valley need to be specifically
assessed.  Given the extent of the deformation of the rocks and multiple episodes of
faulting, 10 1s unlikely that high secondary permeability is limited only to one arca in the
nountains.

Iix light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh Vallev
that provide potential conduits for groundwater flow between the basing. Despite all the
posturing by KVR and ils consultanis during the hearing process for the applications
considered in Ruling 6127 that inter-basin groundwater flow between Kobeh Vallay and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well

APP395



Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

206T as well as declines in the flow in Nichols Spring.* If Diamond V alley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwaier resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new goundwalei appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

)

- These Applications should be denied because they include no Monitoring, Management
and Mitigation (3M) Plan developed to the satislaction of all potentially affected partics,
mcluding all undetermined vested water rights claimants. The Nevada Supreme Court
concluded that *. . . allowing the State Engineer to grant applications conditioned upon
development of a fulure 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentially violate the protestanis’ rights to a full and
fair hearing on the matier, a rule rooted in due process. (cite omitted)” See supreme Court
Opinion, p. 13,

The Supreme Court determinied the record before the State Engineer shows conflicts with
existing rights will oceur as a consequence of KVR’s Applications. Consistent with the
Supreme Cowrt’s Opinion inferpreting NRS 533.370(2) at this time, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed to the satisfaction
of all potentially affected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades afier the mining
project coneludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
in perpetuily, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analytical dala prior to any approval of the Applications, consistent with the
supremie Cowrt Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must clude specific, attainable, realistic,
relevant, and time-fixed measwes and acceptable substitute water sources to mitigate these
conflicts and udverse impects. The proposed mitigation measures must be clearly definad
and demonstrated to have the desired effect.

4, These Applications showld be denjed because KVR cannot show it las the itention in

good fath or fecial obility 1o construct the work and apply the water o the inlended
beneficial use with reasonable diligence as required by NRS 533.37001)(¢).  The works

&

¥ Technical memorandum prepared by Interflow Hydrology, April 24, 2012.
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported intentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best, In late 2007, General
Moly’s stock was selling at over 512,00 per share. Today, it is worth about $0.19 per
share; a reduction in value 0f 99%. As of January 13, 2016, the motybdenum oxide price
was $5.30/b. General Moly’s latest presentation on its website” highlights that “General
Moly’s 8% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

e lost millions of dollars in stock value,

o needed to tap into funds reserved for equipment purchases,

o laid off personnel,

o closzdats ofhee in Eurcka,

o deferred construction of the water-supply wetls, pipelines and other infrastructure

needed to divert the water, and
o postponed the purchase of equipment essential to puiting the water to beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the preseribad monitoring, much less put the
vater (o beneficial use. The company’s ability to finance the project and use the water is
hampered by an unrealistic contract price for their product al a time when worldwide moly
prices are low and they are speculating the price will rise (o the point that some entity will
fund the project.

Eureka County expressed concermn the project was speculative as far back as 2006 when it
protested ]KVR s inttial applications for the Mt Hope project. General Moly's prinmary
backer at that time has since been convicted of operating a criminal conspiracy, found
guilty of murder and executed. The project has fanguished for seven vears since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and vras granted water rights to irigate the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These rights were applied for and
granfed daspite festimony by VR that they we 0 not in the farming business.” KVR
has since proven it was invapable of putting its irmigation rghis to beneficinl use this vear
cven though all the wells and pumping equipiient at the Bobeat Ranch are in place. KVR
requested and was granted exlensions of time despite the State Engineer’s assurances to

* htipy/investor.ceneralmolv.com/phoenix. zhiml?c=18 1598 & =irol-ithome, iast accessed 1/13/2016
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Eureka County no extensions wouid be granted. This failure to simply resume inigation
of established fields at the Bobcat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use.

General Moly has recently received a smail infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use, This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the State Engineer and other potential appropriators of the water resource
supposed to wait for such a speculative venture to bear fruit? In the meantime, there is no
unappropriated water 1 Kobely Valley that might be put to use by others.

- The Apphications should be denied or consideration of the Applications delayed until the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, is complete.

Propagation of the cones of ch,p;casmn from each of the proposed points of diversion must
be adequately determined, using real data and limited assumptions, prior to consideration
of the Applications. Not alt of the proposed points of diversion have been explored.
Consaquenti), well yields and the hydrologic properties of the aguifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known,

. hy accordance with the Eureka County Code and the Eureka County Master Plan, Eureka
County requires the ability to continue to review all hydrologic data offered in support of

the Applications. The applicant has acknowledged Fureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monit{ninus management and

mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of

this Plan requires that . . . the Board of Eureka (,oun!,y Lommlsbxuncm stay involved with
analysis and cvaluation through all stages of federal, state and local planning effoits ...
(through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[d]evelop an evaluation
prograni that relies upon and uses all available data, including. but not limited to reviewing
existing data including hydrological data ...." Eureka County Code 9.060.C "mandates the
use of peer-reviewed science in the assessment of impacts related o water resource
development,”

i

These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial vield. There are also many claims of vested
walter rights that have been filed with the State Engincer subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
waler rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobels
Valley Hydrographic Area becoming over appropriated.

The manner of use of waler under the subjecl Applications is by nature of its aclivily a
temporary use.  Because it is & femporary use, any permi{ granted under these
Applications must be subject to a restriction that at the end of the mining use, the water
will revert back to the source.

- The proposed points of diversion for the Applications lic in Basin 139 (Kobeh Valley),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of
the source basin for use in another basin,  As the applications state, the water will be
placed to beneficial use in Diamond Valley. Compliance with the requirements of NRS

&

533.370(6) for interbasin transfers must be met.

. The pit dewalering requires pumping of groundwater from Diamond Valley, currently

over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of (he pit
dewatering in Diamond Valley.

. The proposed place of use deseribed in the Applications is much larger than the mine’s

Plan of Operations project boundary.

3. The applicant bolds notices filed with the BLM associated witl water supply exploration

activities for locations in Diamond Valiey, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed plaée of use lisied
i the Applications.

4. Any lurther changes (o points of diversion for a proposed future well field must require the

filing of addinonal change applivations subject to the same regulatory process 25 the
current Applications; that is, they must be published in the Jocal newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seck to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
fect/acre.  The limitation of the consumptive use duty of 2.3 acre-feeVacre should be
maintained for the Change Applications with a base imigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are ot supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer detemiines the Change Applications should be granted.

. Eureka County yecognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional economy.  Eurcka County
welcomes new opportunity for mining in its communitics as long as mine development is
not detrimental to existing economic or cultural activity or the environment. This protest
is aimed at ensuring that any development of water resources in Kobeh Valley is
conducted in full accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the health and wellare of Fureka County
citizens. Fureka County welcomes dialogue with the applicant that addresses and resolves
Fureka County’s protest points.

. Eurcka County requests the hearing on these Applications be held in Fureka, Nevada to

facilitate access by protestants, the water users in the area and interested citizens.
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IN THE MATTER OF APPLICATION NUMBER
FILEDBY _Kobeh Valley Ranch LLC (c/o General Moly, Inc.)

PROTEST
ON October 28 ,20 13

Comesnow EUREKA COUNTY

IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

Printed or typed name of protestant

whase post office address is POST OFFICE BOX 694, EUREKA, NEVADA 893t6

Street No.or PO Box, City, $tate and ZIP Code
whose occupation is  POLITICAL SUBDIVISION

of Applicatior Number 83396 ,filedon OCTOBER 28

and protests the granting

,20 15

by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.)

waters of UNDERGROUND situated in EUREKA

for the

an underground source of name of stream, lake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETO.

THEREFORE the Protestant requests that the application be DENIED

[

Dented, 1>5Lec§ subject fo prior rights, ete.

and that an order be entered for such relief as the State Engineer deems just and proper. .

Signed M /é’f—-—-—'“

. a3 the case may be

Aaé’wr protasiant

‘\ .IJ GOICOECHEA, CHAIRMAN

Address  POST OFFICE BOX 694

Printed or typed name, if agent

State of Nevada Street No. or PO Box
County of EUREKA EUREKA, NV 89316
City, State and ZIP Code
Subscribed and swomn to before me on JAN. 1 ;20135 (775) 237-3262
Phone Number
by J.J. GOICOECHEA iigoicoechea@eurekanv.org
E-mail
TORI
\ \iﬂ"ﬁ'f Fubills - sf-_'.';‘ Qf \:J:ﬁa 3
i Lt vt Racardad fn Eured
. l,t TR T | el TNy ‘ Y i-’}"r-\. « Bynitsa '_'_':a:x.""

Signature of Nofary Public Required

\ahry St.nnp or Seal Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.

ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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These Applications should be denied because they are practically identical' to applications
which were approved by the Siate Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Eureka County et al. v. The State of Nevada, State Engineer, ct
al., 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders {o resolve conflicts.

These Applications should be denied because, as configuwred, the proposed wells and
groundwater drawdown will impair undetermined claims of pre-statutory vested rights.

Consideration of these Applications mwust, at a mininun, be postponed to allow the State
Engineer time to call for proofs of vested claims to be filed and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in & valid process
moving forward.

These Appheations should be denied since they are nappropriate while direction from the
District. Court is pending in Case Nos. CVI1108-155, CVi108-156, CV1108-157,
CVIT12-164, CVIT12-163, CVI1202-170 and CVI207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Eureka. KVR assetts in
Exhibit C, attached (o each Application subject to this protest, these “new” 32
Applicalions are unnecessary but are being filed provisionally in case the original
applications under Ruling 6127 “are determined by the District Court or the State
Engineer to have been denied on account of the Supreme Court Order....”" Eureka County
asserts the Supreme Court’s Opinion requires the original KVR applications be denied.”
As such, Eurcka County agrees the correct cowrse of action by KVR is to file new
applications if KVR wishes to proceed with trving o acquire water for ifs project.
However, these Applications should not have been seni {or publication by the State
Engineer before District Court direction an how to proceed, as it is a waste of time and
resources for ail involved.

These Applications should be dented because they do not include any attempt o resolve
the issues identified by the Supreme Court Opinion or the outstanding issues the Supreme
Court did not address bul nevertheless chose to reference o its Opinion, which highlights

Chlaay applications at msue under thess protosts wese sons back for correction andor fiave hand writien

corTections on them which highlights that perlaps cha

aes are being put forward that do not exactly match

some of the previous applications.

* See Bureka County’s filings regarding this matier in the District Court.
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the necessity of acidressmn all issues during KVR’s subsequent effort to secure water
rights for its project.”

7. These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been able to
withdraw s protests with these entities because they made design changes or water
management changes necessary to avoid conflicts with existing water rights and to avoid
impaimment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water nght applications while prediciinu there will be tmpacts and
conflicts, and drying up of waler rights, but only “promising” to fix them at some time in
the future. Eureka County’s reply brief filed witl the Nevada Supreme Court (at page 4)
in the above referenced case clearly deseribes how KVR can move forward in a manner
that removes conflicts and impairment, and that Fureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiency to climinate the
conflicts, and work cooperatively with senior water riglhts holders to resolve conflicts

8. Applicalions to Change 85575, 85577, 85570, 85581, §5582, 85583, 85584, 85385,
85586, 85588, 85589, 85591, 85592, 85593, 85594, 85596, 85597, 85598, 85599, §3603,
and 85604 must be dented because they request changes of previous permits abrogated b}-
the chiange applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once & permit is abrogated, it is no longer in force. There
arc no water rights which can be changed by the current round of Change Applications.

Y. ‘these Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact irrigation and stock watering water right holders, impact domestic well
owners and surface water flows in Kobeh Valley., According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact irgation and stock
watering water rights, domestic well ownears and surface water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these rights contribute to the fong-
term cconomic viability of the greater Furcka community and such impacts will prove
detrnmental to the health and welfare of Eurela County.

3 “Because we reverse and remand on this basis, we do not reach the remaining issues raised in thes
consolidated appeats.” Supreme Court Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

12,

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five feet of drawdown in southem Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creck and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate all stream
waters tributary to bath Pete Hansen Creek and Henderson Creek. Henderson Creek, the
principal east tributary to the drainage basin, transports stream waters from the cast flank
of the Roberts Mountains and the westemn slopes of the Sulphur Springs Range south of
Table Mountain. Several perennial springs situated in the stream system as well as snow
mell waters, contribute to the stream system flow." (Emphasis added)) To date, modeling
and data provided to the State Engineer do not prove that pumping will not impact any of
the sources contributing to these creeks.

. These Applications must be denied based on the record before the State Engineer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable interests in existing domestic wells in Kobeh Valley, and threatens (o prove
detrimental to the public interest. Kobel Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be captured
by an appropriator, In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valiey floor, with a reconnaissance-leve!
evapotranspiration estimate by the USGS of 15,000 acre-feel per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of & significant proportion of phreatophytic
discharge The valley floor phreatophytic  vegetation will continue to  oceur
notwithstanding the mine's pumping. Reports issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denled applications seeking to appropriate water from
groundwater storage and recognized that water souglt to be appropriated from
groundwater storage is not a perianent water right. Relocating the wellficld closer o
proundwater discharge areas would accelerate capture of natural groundwater discharge,
Furela County would be more amenable to applicaiions proposing pumping to more
effectively capture groundwater discharge, as the potential for conflicts to prior rights and
sensitive resources is greatly dininished by that encouraged practice.

These Applications must be denied because the proposed use conflicts with or will impair
and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders,

There is consensus underflow from Kobeh Valley to Diamond Valley does occur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insuflicient with which to determine the amount of inter-basin flow with any
level of certainty, Groundwater modeling by the applicant's consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR's project pumping,
north of Whistier Mountain, suggesting a hiydrologic continuum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the mincs groundwaler rights applications concluded (hat geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as relatively lmpermeable.  Consequently, the groundwater flow from
tobeh Valiey to Diamond Valley through the mountains was previously characterized as
trivial. The locations of some of the points of diversion for these change applications
suggest significanl secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be fittle reason to propose constructing wells at
these locations. The most recent jteration of the regional groundwater mode! developed
by the applicant's consultan(s shows a region of high hydraulic conductivity in the

mountains north of Whistler Mountain that is likely associated with (he development of

secondary permeability related to deformation of the rocks due to faulting. If the proposed
ponts of diversion are based on new data that support moderate to high values for

hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the .

impacts of groundwater extractions so close to Diamond Valley need Lo be specifically
assessed.  Given the extent of the deformation of the rocks and multiple episodes of
fauliing, it 1s uniikely that ligh secondary permeability is limited only to one arca in the
mouniains.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobel V alley
thal provide potential conduits for groundwater flow between the basing, Despite all the
posttning by KVR and its consuliants during the hearing process for the applications
considered in Ruling 6127 that inter-basin groundwater flow between Kobeh Valley and
Diamond Valley is frivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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2067 as well as declines in the flow in Nichols Spring.” 1f Diamond V alley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastern Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Enginecr as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

. These Applications should be denied because they include no Monitoring, Management

and Mitigation (3M) Plan developed Lo the satisfaction of all potentially affected parties,
including all undetermined vested water rights claimants. The Nevada Supreme Court
concluded that “, . . allowing the State Engineer to grant applications conditioned upon
development mi a future 3M Plan when the resulting appropriations would otherwise
conthict wilh existing rights, could potentially violate the protestants’ rights to a full and
farr hearing on the matler, a 1ule rooted in due process. (cite omitted)” See Supreme Court
Opinion, p. 15

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights will occur as a consequence of KVR’s Applications.  Consistent with the
Supreme Cowt’s Opinion interpreting NRS 533.370(2) at this time, Eureka County insists
that a Monitoring. Management and Mitigation (3M) Plan be developed to the satisfaction
ol'all potentially affected parties, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vebicle to ensure mitigation will be funded

1 perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analyiical data prior to any approval of the Applications, consistent with the
Supreme Court Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specific, attainable, realistic,
relevand, and lime-fixed measures and acceptable substitute water sources to mitigate these
canilicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to have the desired effect.

These Applications should be denied because KVR cannot show it has the inlention in
good faith o financmal ability to construct the work sod apply the ware o du intended
beneficial use with reasonzble diligence us required by NRS 533 ( {1){c). The works

* Teclmical memorandum prepared by Interflow Hydrology, Aprl 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported infentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly’s stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value of 99%. As of January 13, 2016, the molybdenum oxide price
was $5.30/Ib. General Moly’s latest presentation on its website” highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

e lost millions of dollars in stock value,

o needed fo tap into funds reserved for equipment purchases,

o laid off personnel,

e closed its office in Burcka,

a deferred construction of the water-supply wells, pipelines and other infrastructure

needed to divert the water, and
s postponed the purchase of equipment essential to puiting the water to beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the prescribed monitoring, much less put the
water to beneficial use. The company’s ability to finence the project and use the water is
hampercd by an unrealistic contract price for their product al a time when.worldwide moly
prices are low and they are speculating the price will rise to the point that some entity will
fund the project.

Eureka County expressed concem the project was speculative as far back as 2006 when it
protested KVR’s iitial apphications for the ML Hoepe project. General Moly's primary
backer at that time has since bzen convicted of operating a criminal conspiracy, found
gutlty of murder and exccuted. The project has languished for seven years since General
Moly's stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights to irrigate the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use that were the subject of Ruling 6127, These rights were applied for and
granted despite testimony by KVR (hat they are “ L L notin the farming business”” KVR
hias since proven 1t was incapable of putting its ivigation rights to beneficial use this vear
even though all the wells and pumping equipment at (he Bobeat Ranch are in place. KVR
requested and was granted extensions of time despite the State Engineer’s assurances 1o

* hitp:/iinvestor.zeneralmoly.comyphoenix.zhtml?c=18 1598 &p=irol-irhome, last accessed 1/13/2016
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Eureka County no extensions would be granted. This failure to simply resume irrigation
of established fields at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of'intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use,

General Moly has recently received a small infusion of capital from investors, amounting
to 2 minor fraction of the cost {o put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the State Engineer and other potential appropriators of the water resource
supposed to wail for such a speculative venture to bear fruit? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put to use by others.

. The Applications should be denied or consideration of the Applications delayed until the

Diamond Valley Regional Flow System Study by the USGS, now going (hrough final
review and expecied to be published any day, is complete.

. Propagation of the cones of depression from each of the proposed points of diversion must

be adequately determined, using real data and limited assumptions, prior to consideratinn
of the Applications.  Not all of the proposed points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- In accordance with the Eurela County Code and the Eureka County Master Plan, Bureka

County requires the ability to confinue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be invelved in
the review of all hydrologic dafa offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Eureka County's Master Plan states "implementation of
this Plan requires that . .. the Board of Eureka County Comimissieners stay involved with
analysis and evaluation through all stages of federal, state and local planning efforts ...
[through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[dJevelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
exigting data including hyvdrological data .. Toureka County Code 9.060.C "mandates the
use ol peeraeviewed science in the assessment of impacts related to waler resource

PR

development.

These Applications should be denied because there are applications for water rights in
Kobeh Valiey filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
waler rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated,

The manner of use of water under the subject Applications is by nature of its aclivity a
temporary use.  Because it is a temporary use, any permit granted under these
Applications must be subject to a restriction that at the end of the mining use, the water
will revert back to the source.

. The proposed paints of diversion for the Applications lie in Basin 139 (Kobeh Valley),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and
Basin 53 (Pine Valley); therefore the applications involve a fransfer of groundwater out of
the source basin for use in another basin.  As the applications state, the water will be
placed 1o beneficial use in Diamond Vailey. Compliance with the requirements of NRS

i Rl

533.370(6) for interbasin transfers must be met.

The pit dewatering requires pumping of groundwater from Diamond Valley, currently
over appropriated and over pumped. Propagation of the cones of depression from cach of
the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewatering in Diamond Valley.

. The proposed place of use described in the Applications is much larger than the mine’s

Plan of Operations project boundary.

. The applicant holds notices filed with the BLM associated with water supply exploration

activities {or locations in Dianiond Valley, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Dianmiond Valley are
outside the Plan of Operations project boundary but within the proposed place of use listed
in the Applications.

24, Any further changes to pomts o diversion for a proposed {uture well field must require the
filing of edditional chwnge appheoations subjeet @ the same regulatory process as the

current Apphcations; that i3, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seek to change a previously filed change application

that changed the manner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base imigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put {o beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling 1f the State Engineer determines the Change Applications should be granted.

- Lureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional economy. Euwrcka County
welcomes new apportunity for mining in its communitics as long as mine development is
not detrimental to existing economic or cultural activity or the environment. This protest
is aimed at ensuring that any development of waler resources in Kobeh Valley is
conducted 1n full accordance with Nevada law, the Eurelia County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Eureka County
citizens, Bureka County welcomes dialogue with the applicant that addresses and resolves
Fureka County’s protest points.

- Bureka County requests the hearing on these Applications be held in Eurcka, Nevada to

facilitate access by protestants, the water users in the arca and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

INTHE MATTER OF APPLICATION NUMBER 85597
Kobeh Valley Ranch LLC (c/o G al Moly, Inc.
FILED BY Kobeh Vezlley Ranc C (c/o General Moly, Inc.) PROTEST
ON October 28 ,20 15
Comes now EUREKA COUNTY
Printed or typed name of protestant
whose post office address is POST OFFICE BOX 694, EUREKA, NEVADA 89316
Street No. or PO Box, City, State and ZIP Code
whose occupation is  POLITICAL SUBDIVISION and protests the granting
of Apptication Number 85397 ,filedon OCTOBER 28 .20 13
by KOBEH VALLEY RANCH LLC (c/o General Moly, Inc.} for the
waters of UNDERGROUND - ) situated in EUREKA -
ap undarground source or name of strearm, lake, spring or other source -
County, State of Nevada, for the following reasons and on the fallowing grounds, to wii:
PLEASE SEE EXHIBIT "A" ATTACHER HERETO, i :;
AP
5 TF _:7
DENIED oy
Denied, issuzd subject to prior rights, elc., as the case may be

THEREFORE the Protestant recuests that the application be

and that an order be entered for such relief as the State Engineer deems just and proper.
)
Signed //{/% ‘/7/'\——-“
// /_/” Ag_‘:m/o; p‘fgies:ant
_,_,//s.JyGo’lcoECHEA, CHAIRMAN
. A T Printed or typed name, if agent
Address POST OFFICE BOX 694
'''''''''''' Sireet No. or PO Box
EUREKA, NV 89316
City, Statz and Z[P Code

Statz of Nevada

County of EUREKA
(775)237-3262

Phone Number

Subscribed and swom to before me on  JAN. | 5, 2015
jjgoicoschealeurekanv.org

E-mail

1.5 GOfCOECHEA

by

Notary Stamp or Seal Required

i
Signature of Notary Public Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN ORIGINAL SIGNATURE.
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corrections on them which highlights that perhaps chan

Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch L1.C

These Applications should be denied because they are practically identical’ to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Fiwreka County of al. v. The State of Nevada, State Engineer, ot
al,, 131 Nev. Adv, Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LL.C
(KVR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conflicts with existing rights, the applicant has not reduced the size of its project or
improved the project’s water use efficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senjor water rights holders to resolve conflicts.

These Applications should be dented because, as configured, the proposed wells and
groundwater drawdown wilf tmpair undetenmined claims of pre-statutory vested righis.

Consideration of these Applications must, at a minimum, be postponed to allow {he State
Engineer time to call for proofs of vested claums to be filed and thereby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
moving forward.

These Applications should be demed since they are inappropriate while divection firom the
District Court is pending in Case Nos. CV1108-155, CV1108-156, CV1108-157,
CVEI2-164, CVITi2-165, CVI1202-170 and CV1207-178 in the Seventh Judicial
District Court of the State of Nevada in and for the County of Eureka. KVR asseits in
Exhibit €, altached to each Application subject to this protest, these “new™ 32
Applications are unnecessary but are being filed provisionally in case the original
applications under Ruling 0127 “are delermmined by the District Courl or the State
Engineer to have been denied on account of the Supreme Court Order....” Eureka County
asserts the Supreme Couwrt’s Opinion requires the original KVR applications be denied.?
As such, Burcka County aprees the correct cowrse of action by KVR is to file new
applications if KVR wishes to proceed with trying to acquire water for its project.
However, these Applications should not have been sent for publication by the State
Engineer before District Cowst divection on how to proceed, as it is a waste of time and
resources for all involved.

These Applications should be denied beeause they do not include any attenipt to resolve
the issues identified by the Supreme Court Opinion or the ontstanding issues the Supreme
Court did not address but nevertheless chose to reference in its Opinion, which highlights

a1 back for correction andlor bave hand wiiten

pes are being put forward that do nat exactly match

some of the previous applications,

* See Eurcka County’s filings regardhog this matier in the District Court.
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the necessity of addressing all issues during KVR’s subsequent effort to secure water
rights for its project.®

7. These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water nights. 1t is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Fureka County and
other affected water rights holders can support. Eureka County has no choice but to
protest KVR’s Applications that impact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadivm Resources, McEwen
Mining and others in the past, and many very recently. Eureka County has been able to
withdraw its protests with these entities because they made design changes or water
management changes necessary to avoid conflicts with existing water rights and to avoid
impairment of vested water rights. This 1s the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be impacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the futwre. Eureka County’s reply briel filed with the Nevada Supreme Court (at page 4)
in the above referenced case clearly deseribes how KVR can move fonvard in 2 manner
that removes conflicts and impairment, and that Eureka County can support: reconfigure
the points of diversion of its proposed wells to eliminate conflicts with existing rights,
reduce the size of its project o improve the project’s water use efficiency to eliminate the
conflicts, and work cooperatively witli senior water rights holders 1o resolve conflicts.

8. Applications to Change 85575, 85577, 85579, 85581, 83582, 855383, §5384, 85585,
85580, 85588, 55589, 85591, 83592, 85593, 855094, 85596, §5507, 85508, 85599, 85603,
and 85604 must be denied because they request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the
Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if
the right to be changed is valid. Once a penmit is abrogated, it is no fonger in force. There
are no water rights which can be changed by the current round of Change Applications.

9. These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impact irrigation and stock watering water right holders, impact domestic well
owners and swiace water flows in Kobeh Valley. According to the applicant’s ground
water model, sustained over-pumping in Kobelr Valley witl impact imigation and stock
watering water rights, domestic well owners and surface water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these rights contribute to the long-
term economic viability of the greater Eureka community and such impacts will prove
detrimental (o the hiealtl and welfwe of Eureka County.

“Bezcause we reverse and remand on this basis, we do not reach the remaining issues raised in these

consolidated appeais.” Supreme Court Opinion, p. 16.
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10. These Applications should be denied because they threaten to conflict with or impair

water of and confributing to Pete Hanson Creek and Henderson Creek. Groundwater
madeling studies by the applicant show more than five feet of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals. This drawdown
oceurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creelk have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t]hese proceedings adjudicate afl stream
walers fributary to both Pete Hansen Creek and Henderson Creek. Henderson Creek, the
principal east tributary to the drainage basin, transports siream waters from the east flank
of the Roberts Mountains and the western siopes of the Sulphur Springs Range soutls of
Table Mountain. Several perennial springs situated in the stream s*yql‘em as well as snow
mell waters, contiibute to the stream system flow.” (Fmphasis added.) To date, madeling
and data provided to the State Ingineer do not prove that pumping will not impact any of
the sources contributing to these creeks.

. These Applications must be denied based on (he record before the State Engincer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
profectable interests in existing domestic wells in Kobeh Valley, and threatens o prove
detrimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) 15 up to 16,000 acre feet annually (afs) provided the natural
groundwater discharge (phreatophyie evapotranspiration} from the basin can be captured
by an appropriator. In Kobeh Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley floor, with & reconnaissance-level
evapotranspiration estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
mvestigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it resulls in capture of a significant proportion of phreatophytic
discharge.  The valley  floor phreatophytic  vegetation  will continue to oceur
nolwithstanding the ming's pumping. Reporis issued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously denied applications seeking to appropriate water from
groundwater storage and recognized that waler sought o be appropriated from
groundwater storage is not a permancot water right. Relocating the welifield closer o
groundwater discharge areas would accelerate capture of natural groundwater discharae.
Lurcka County would be niore amenable fo applications proposing pumping o more
clfcctivety captine groundwater discharge, ss the potential for conflicts (o prior rights and
sensitive resources 1s greatly diminished by that encouraged practice,

. These Applications must be denjed because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There is consensus underflow from Kobel Valley to Diamond Valley does oceur. In
dispute is the quantity of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley. However, it is USGS's opinion that data
are currently insufficient with which 1o determine the amount of inter-basin flow witl any
level of certainty. Groundwaler modeling by the applicant's consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Valley and the
applicant’s model shows drawdown into Diamond Valley from KVR’s projeet pumping,
notth of Whistler Mountain, suggesting a hydrologic continuum between the two basins.
These previous hydrogeologic investipations and groundwater modeling undertaken by
the applicant’s consultants and entered into evidence during the prior hearings in support
of the mine's groundwater rights applications concluded fthat geologic materials
comprising the mountaing that separate the Kobeh Valley and Dimnond Valiey basins are
characterized as relatively impermeable.  Consequently, the gronndwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
tivial. The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these locations. The most recent iteration of the regional groundwater mode! develaped
by the appiicant's consultants shows a region of high hydraulic conductivity in the

mountains north of Whistler Mountain that is likely associated with the development of

secondary permeability related to deformation of the rocks due to faulting, If the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
impacts of groundwater extractions so close to Diamond Valley need to be specifically
assessed. Given the extent of the deformation of the rocks and multiple episodes of
faulting, 1t 1s unlikely that high secondary penmeability 1s limited only to one area in the
movntains.

In light of the applicant’s most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountains between Diamond Valley and Kobeh Valley
that provide potential conduits for groundwater flow between the basins. Despite all the
postusing by KVIU and its consuliants duing the hearing process for the applications
considered in Ruling 6127 that inter-basin groundwater flow betwesn Kobeh Valley and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is a likely cause of water level declines in Well
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2067 as well as declines in the flow in Nichols Spring.* 1f Diamond Valley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from easten Kobeh
Vailey should be expected {o affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

13. These Applications should be denied because they include no Monitoring, Management
and Mitigation (3M) Plan developed to the satislaction of all potentially affected partics,
including all undetermined vested water rights claimants. The Nevada Supreme Court
concluded that * .. allowing the State Engineer to grant applications conditioned upon
development of a fulure 3M Plan when the resulting appropriations would otherwise
conflict with existing rights, could potentially violate the protestants® rights to a full and
fair hearing on the matter, a rule rooted in due process. (cite omitted)” See Supreme Coust
Opinion, p. 15.

The Supreme Court determined the record before the State Engineer shows conflicts with
existing rights will oceur as a consequence of KVR's Applications. Consistent with {he
Supreme Cowrt’s Opinion interpreting NRS 533.370(2) at this time, Eureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developed 1o the satisfaction
of all potentially affected partics, including all undetermined vested water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will persist for decades after the mining
project concludes, the 3M Plan must provide a vehicle to ensure mitigation will be funded
i perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, monitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analytical data prior (o auy approval of the Applications, consistent with tie
Supreme Court Opinion. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must include specific, allainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources to mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated {o have the desired effect.

N

4. These Applications should be denied because KVR cannot show it has the intention in
good faith or financial ability to construct the worke and apply the water o the ntended
beneticial use with reasonable diligence as required by NRS 533.370{1)}c). The works

*Technizal memorandun preparced by Interflow Hydrology, April 24, 2012,
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necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported fntentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly's stock was selling at over $12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value of 99%. As of January 13, 2016, the molybdenum oxide price
was $5.30/1b. General Moly’s latest presentation on its website” highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pound molybdenum.” Since the original permits were granted, the proposed project
has:

¢ lost millions of dollars in stock value,

o needed to tap into funds reserved for equipment purchases,

o laid off personncl,

o closed its office in Fureka,

e defemed construction of the water-supply wells, pipelines and other infrastructure

needed to divert the waler, and
o posipoued the purchase of cquipment essential 1o pulting the water to beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested important and
required monitoring under the 3M Plan referred to in Ruling 6127 be deferred because
KVR does not have sufficient funds to do the prescribed monitoring, much less put the
water {0 beneficial use. The company’s ability to finance the project and use the water is
hampered by an unreahistic contrac price for their product at a time when worldwide moly
prices are low and they are speculating the price will ise to the point that some entity will
fund the proiect.

Bureka County expressed concern thie project was speculative as far back as 2006 when it
protested KVRs mitial applications for the M Hope project. General Moly's primary
backer at that time has since been convicied of operating a criminal conspiracy, found
guilty of murder and executed. The project has tangaished for seven years since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights o irrigate the Bobeat Ranch after the existing irigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Manner of Use thal were the suljject of Ruling 6127, These rights were applicd for and
granfed despie testimony by VI that they are L not in the farming business” KVR
has since proven it was incapable of putling its firigation rights to beneficial use this vear
even though all the wells and pumping cquipment at the Bobeat Ranch are in place. KVR
requested and was granted extensions of time despite the State Engineer’s assurances to

Jinvestorgeneralmoly.com/phoenix. zhimi?e=181398 & p=irol-irhome, last accessed §/13/2016
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch L1L.C

Eurcka County no extensions would be granted. This failure {o simply resume irrigation
of established fields at the Bobcat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use,

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long is the State Engineer and othier potential appropriators of the water resource
supposed to wait for such a speculative venture to bear fruit? In the meantime, there is no
unappropriated water in Kobeh Valley that might be put to use by others.

. The Applications should be denied or consideration of the Applications delayed undl the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected o be published any day, is complete.

Propagation of the cones of depression from cach of the proposed points of diversion must
be adequately determined, using real data and limited assumptions, prior {0 consideration
of the Applications. Not all of the proposed points of diversion have been explored,
Consequently, well yields and the hiydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- In accordance with the Eurcka County Code and the Eureka County Master Plan, Furcka

County requires the ability to continue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of its project and Fureka County
should be mvolved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Fureka County's Master Plan states "implementation of
this Plan requires that . . . the Board of Eureka County Commissioners stay involved with
analysis and evaluation through all stages of federal, state and local planning cfforts ...
[through} review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
mining section of the Master Plan, states the County will "[dJevelop an evaluation
program that velies upon and uses all available data, including, but not limited to reviewing
existing data including hydrological data ..." Eureka County Code 9.060.C "mandates the
use of peer-eviewed sciance 1 the assessment of impacts related to water resoures
development.”

These Applications should be denied because there are applications for water rights in
Kobeh Valley {iled with the State Engineer which have a filing/priority date senior to
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Exhibit “A”
Eureka County Protest to Application Numbers 83573 through 85604
Filed by Kobeh Valley Ranch LLC

KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed withi the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127. These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Fngineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a priority senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated.

The manner of use of water under the subject Applications is by nature of its activity a
temporary use.  Because 1t is a temporary use, any pennit granted under these
Applications must be subject to a restriction that al the end of the mining use, the water
will revart back to the source.

- The proposed points of diversion for the Applications lie in Basin 139 (Kobeh Valiey),

while the proposed place of use includes portions of Basin 153 (Diamond Valley) and

Basin 53 (Pine Valley); therefore the applications involve a transfer of groundwater out of

the sowrce basin {or use in another basin. As the applications state, the water will be
placed to benelicial use in Diamond Valley, Compliance with tie requirements of NRS

o I S |

533.370{0) for interbasin transfers must be met.

The pit dewalering requires pumping of groundwater from Diamond Valley, currently
over appropriated and over pumped. Propagation of the cones of depression from each of

the proposed points of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in light of the pit
dewatering in Diamond Valley.

. The proposed place of use described in the Applications is much larger than the ming’s

Plan of Operations project boundary,
i ; 3

. The applicant holds notices filed with the BLM associated with water supply exploration

activities for locations 1n Diamond Valley, which is over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operations project boundary but within the proposed place of use lated
in tiie Applications.

4. Any fwrther changes to points of diversion for a proposed futiwe well field must require the

filing of addigonal chiange applications subject 1o the samez regulatory process as the
current Applications; {hat is, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

Some of the Change Applications seek to change a previously filed change application
that changed the mamner of use from irrigation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use from inigation to mining should only
be changed at the consumptive use duty.

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law, TFor
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Rapch show that only a portian of the water rights have been put 1o beneficial use.
Only water rights put to beneficial use and in good standing should be changed to mining
and milling if the State Engineer determines the Change Applications should be granted.

- Eureka County recognizes that the custom and culture of mining is part of its history and

appreciates the role mining plays in its local and regional cconomy. Fureka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to existing economic or cultural activity or the environment. This protest
18 ammed al ensuring that any development of water resources in Kobeh Valley is
cordlucted m {ull accordance with Nevada law, the Eurcka County Master Plan and related
ordinances, and does not unduly tlreaten the health and welfare of Furcka County
citizens, Fureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points,

. Lurcka County requests the hearing on these Applications be held in Eureka, Nevada o

facilifate access by protestants, the water users in the area and interested citizens.
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IN THE OFFICE OF THE STATE ENGINEER OF THE STATE OF NEVADA

IN THE MATTER OF APPLICATION NUMBER 33598
FILEDBY Kobeh Valley Ranch LLC (c/o General Moly, Inc.)

PROTEST
OoN October 28 L2013

Comes now EUREKA COUNTY

’ Printed or typed name of protestant
whose post office address is POST OFFICE BOX 694, EUREKA, NEVADA 89316
Street No or PO Box, City, State and Z1P Code

whose oceupation is  POLITICAL SUBDIVISION and protests the eranting

of Application Number 83598 ) ,filedon OCTOBER 28 ,20 15

by KOBEH VALLEY RANCH LLC (¢/o General Moly, Inc.) for the

waters of  UNDERGROUND situated in EUREKA

an underground source or name of strearn, lake, spring or other source

County, State of Nevada, for the following reasons and on the following grounds, to wit:

PLEASE SEE EXHIBIT "A" ATTACHED HERETOQ.

E'\

1
vt
; [FE A

-y
—

[ |
Tw
THEREFORE the Protestant requests that the application be DENIED

Denied, issued subject 1o prior rights, #te., as the case may be

and that an order be entered for such relief as the State Engineer deems just and pr

7
Signed /’7 ‘/m/

e
s ke Agenfarfrowstant
/11, GOICOECHEA, CHAIRMAN

e e e s 4 R YA e 818 A8 SRS e bbb
P/‘L.—"’

Printed or typed name, if agent

Adé;;ss POST OFFICE BOX 694

State of Nevada St-reez No. or PO Box

Countv of EUREKA EUREKA, NV 89316
“City, State and ZIP Code
Subscribed and sworn to before me on JAN. | -2, 2013 (773} 237-5262
e
by J.J. GOICGECHEA ligoicoechea@eurekanv.org

E-mail

i
4

R R

i1

Signature of Notary Public Required Notary Stamp or Seat Required

+ $30 FILING FEE MUST ACCOMPANY PROTEST. PROTEST MUST BE FILED IN DUPLICATE.
ALL COPIES MUST CONTAIN QRIGINAL SIGNATURE.
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Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

These Applications should be denied because they are practically identical' to applications
which were approved by the State Engineer in Ruling 6127 and then rejected by the
Nevada Supreme Court in Fureka County et al. v. The State of Nevada, State Engineer, at
al, 131 Nev. Adv. Opn. 84 (October 29, 2015) (hereinafter Supreme Court Opinion) for
being in violation of NRS 533.370(2).

These Applications should be denied because the applicant, Kobeh Valley Ranch LLC
(KVIR), has failed to reconfigure the points of diversion of its proposed wells to eliminate
conilicts with existing rights, the applicant has not reduced the size of its project or
mmproved the project’s water use cfficiency to eliminate the conflicts, and the applicant has
not worked cooperatively with senior water rights holders to resolve conflicts.

These Applications should be denied because, as configured, the proposed wells and
groundwater dravwdown wilt impair widetermined claims of pre-statutory vested rights.

Consideration of these Applications must, at a minimum, be postponed to allow the State
ingineer time to call for proofs of vested claims o be filed and thercby identify all senior
water rights holders whose rights will or may be impaired to be included in a valid process
maoving forward.

These Applications should be dented sinee they are inappropriate while direction from the
District Court is pending in Case Nos. CV1108-155, CV1108-156, CV1108-157,
CVITE2-164, CVI112-165, CV1202-170 and CVI1207-178 in the Seventh Judicial
District Cowrt of the State of Nevada in and for the County of Furcka. KVR asserts in
Exhibit €, attached to each Application subject to this profest, these “new” 32
Apphications are unnecessary but are being filed provisionally in case the original
applications under Ruling 6127 “are determined by the District Court or the State
Fngineer to have been denied on account of the Supreme Court Order....” BEureka County
asserts the Supreme Court’s Opinion requires the original X VR applications be denied.”
As such, Fureka County agrees the correct course of action by KVR is to file new
applications if KVR wishes to proceed with (rying lo acquire water for its project.
However, these Apphications should not have been sent tor publication by the State
Imgineer hefore District Cowt direction on how to proceed, as it is a waste of time and
resources for all involved.

These Applications should be denied beceuse they do not include any attemipt 1o resolve
the issues identified by the Supreme Cowrt Opinion or the outstanding issues the Supreme
Court did not address bul nevertheless chose to reference in its Opinion, which highlights

e gont back for corrocuay endior bave hand vriten

s changes are being put forward that do not exactly mawch

eations at ssue wnder Umee protes

ofiens on them which highlights thet perh

some of the previeus applications.

P - . . . . . . - P o
* See Eureka County’s filings regarding this matter in the District Court,
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Exhibit “A”
Euwreka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

the necessity of addre:,sma all issues during KVR’s subsequent effort to secure water
rights for its project.’

These Applications should be denied because they do not include any design changes or
water management changes necessary to avoid conflicts with existing water rights or
impairment of vested water rights. It is unfortunate KVR continues to be intransigent in
finding solutions for water pumping for the Mt. Hope Project that Eureka County and
other affected water rights holders can support.  Eurcka County has no choice but to
protest KVR’s Applications thai impact existing rights. Eureka County has protested
water right applications by Barrick, Newmont, American Vanadium Resources, McEwen
Mining and others in the past, and many very recently. Fureka County has been able to
withdraw its protests wifly these entitics because they made design changes or water
management changes necessary to avoid conilicls with existing water rights and to avoid
impairment of vested water rights. This is the first time to our knowledge a mining project
has pushed forward its water right applications while predicting there will be inipacts and
conflicts, and drying up of water rights, but only “promising” to fix them at some time in
the future. Eurcka Counly’s reply brief filed with the Nevada Supreme Court (at page 4)
in the above referenced case clearly describes how KVR can move forward in a manner
that removes conflicts and impairment, and that Eurcka County can support: reconfigure
the points of diversion of its proposed wells to climinate conflicts with existing rights,
reduce the size of its project or improve the project’s water use efficiencey to eliminate the
conflicts, and work cooperatively witls senior water rights holders (o resolve conflicts.
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3'386 8%%538 55589, ‘nif)l 85592, 85593, §5594, 855906, "}5597 83598, 83599, §5603,
and 85604 must be denied because ﬂ}cy request changes of previous permits abrogated by
the change applications that were the subject of Ruling 6127, Applications to Change the

Point of Diversion, Manner of Use and Place of Use of a water right can only be filed if

the right to be changed is valid. Once a permit is abrogated, it is no longer in force. There
are no water rights which can be changed by the current round of Change Applications.

"These Applications should be denied because sustained large-scale pumping in Kobeh
Valley will impaet irrigation and stock watering water right holders, impact domestic well
owners and swface water flows in Kobelt Valley, According to the applicant’s ground
water model, sustained over-pumping in Kobeh Valley will impact imigation and stock
walering water rights, domestic well owners and surface water rights in Diamond Valley,
Pine Valley and other adjacent basins. The owners of these 1ights contribute to the long-
term ceonomic viability ﬁf the greater Furcka communily and such impacts will prove
detrimental to the health and welfare of Purelia County.

¥ “Because we reverse and remand on this basis, we do not reach the remaining issues raised in these
consolidated appeals.” Supreme Court Opinion, p. 16.

APP423



Exhibit “A”
Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

10. These Applications should be denied because they threaten to conflict with or impair

water of and contributing to Pete Hanson Creek and Henderson Creek. Groundwater
modeling studies by the applicant show more than five fect of drawdown in southern Pine
Valley attributable to the mine's proposed groundwater withdrawals, This drawdown
occurs near springs of regional significance. Some of these springs are located in the
headwaters of streams with known populations of endangered Lahontan Cutthroat Trout,
and most of these waters have been fully adjudicated or have undetermined claims of
vested rights. For example, all waters of and contributing to Pete Hanson Creek and
Henderson Creek have been fully adjudicated. On page 6 of the Pete Hansen and
Henderson Creek Decree, it is made clear "[t}hese proceedings adjudicate all stream
waters tabutary to both Pete Hansen Creek and Henderson Creek. Henderson Creek, the
principal east tributary to the drainage basin, transports stream wafers from the cast flank
of the Roberts Mountains and the westen slopes of the Sulphur Springs Range south of

Table Mountain. Several perennial springs situaied in the stream system as well as snow
melt waters, contribute to the siream system flow.” (Emphasis added)) To date, modeling
and data provided to the State Enginecr do not prove thal pumping will not impact any of
the sources contributing to these crecks.

. These Applications must be denied based on the record before the State Engineer that

proves the proposed use conflicts with or will impair and interfere with existing rights and
protectable nterests in existing domestic wells in Kobel Valley, and threatens to prove
dettimental to the public interest. Kobeh Valley is a designated basin. The perennial yield
of Basin 139 based upon Ground-Water Resources - Reconnaissance Series Report 30 by
Rush and Everett (1964) is up to 16,000 acre feet annually (afa) provided the natural
groundwater discharge (phreatophyte evapotranspiration) from the basin can be caplured
by an appropriator. In Kobel Valley, most naturally recharged groundwater is discharged
by phreatophytic vegetation on the valley {loor, with a reconnaissance-level
evapofranspiration estimate by the USGS of 15,000 acre-feet per year. Hydrogeologic
investigations and groundwater modeling by the applicant conclude the proposed use will
take decades before it results in capture of a significant proportion of phreatophytic
discharge.  The wvalley fleor phreatophytic vegetation will continue to  occur
notwithstanding the mine's pumiping. Reports 1ssued by the applicant indicate a majority
of the water sought to be pumped would come from groundwater storage. The State
Engineer has previously dented applications secking to appropriate water from
groundwater storage and recognized that water sought to be appropriated from
groundwater sforage 1s not @ pormanent water right. Relocating the wellfield closer ©
groundwater discharge areas would accelerate capture of natural groundwater discharge.
Fureka County would be more amenzble 1o applications proposing pummping {0 miore
effectively caplure eroundwater d“wClLl""“ as the potential for conflicts to prior rights and
sensitive resources is greatly diminishied by that encouraged practice

. These Applications must be denied because the proposed use conflicts with or will impair

and interfere with existing rights and protectable interests in existing domestic wells in
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Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

Diamond Valley and will remove water from Diamond Valley in conflict with a recent
State Engineer Order in Diamond Valley prohibiting any new groundwater appropriations
in Diamond Valley. Sustained over pumping in Kobeh Valley is likely to reduce that
amount and affect prior existing municipal water rights held by Eureka County and the
Devils Gate GID that supply the majority of the population in Diamond Valley. Granting
the change applications will cause the basin to be over pumped to the detriment of the
basin, adjacent connected basins, and prior existing water rights holders.

There 1s consensus underflow from Kobel Valley to Diamond Valley does oceur. In
dispute is the quaniily of interbasin flow. USGS reports suggest that Kobeh Valley may
provide underground flow to Diamond Valley, However, it is USGS's opinion that data
are currently insufTicient with which o detennine the amount of inter-basin flow with any
level of certainty. Groundwater modeling by the applicant’s consultants suggests pumping
in Diamond Valley has a potential to cause water-level declines in Kobeh Vailey and the
appiicant’s model shows drawdown into Diamond Valley from KVR's project pumping,
north of Whistler Mountain, suggesting a hiydrologic continuum between the two basins.
These previous hydrogeologic investigations and groundwater modeling undertaken by
e applicant's consultants and entered into evidence during the prior hearings in suppost
of the mine’s groundwater rights applications concluded that geologic materials
comprising the mountains that separate the Kobeh Valley and Diamond Valley basins are
characterized as relatively impermeable.  Consequently, the groundwater flow from
Kobeh Valley to Diamond Valley through the mountains was previously characterized as
trivial.  The locations of some of the points of diversion for these change applications
suggest significant secondary permeability exists in the rocks separating Kobeh and
Diamond Valleys, otherwise there would be little reason to propose constructing wells at
these locations.  The most recent iteration of the regional groundwater model developed
by the applicant’s consultants shows a region of high hydraulic conductivilty in the

mountains north of Whistler Mountain that is likely associated with the development of

secondary permeability related to deformation of the rocks due to faulting, If the proposed
points of diversion are based on new data that support moderate to high values for
hydraulic conductivity in the mountains, as opposed to low hydraulic conductivity, the
impacts of groundwater extractions so close to Diamond Valley need to be specifically

assessed.  Given the exient of the deformation of the rocks and multiple episodes of

faulting, 1 is wnlikely that high secondary permeability is Hmited only to one area in the
mountains.

In light of the applicant's most recent groundwater model, there are regions of suspected
high hydraulic conductivity in the mountaing between Diamond Valley and Kobeh Valley
that provide potential conduits for groundwater flow between the basins. Despite all the
postusing by KVR and its consulants duiing the hearing process for the applications
considered in Ruling 0127 that inter-basin groundwater flow between Kobeh Vailey and
Diamond Valley is trivial, the applicant’s consultants subsequently posited that
groundwater pumping in Diamond Valley is & likely cause of water level declines in Well
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Eureka County Protest to Application Numbers 85573 through 85604
Filed by Kobeh Valley Ranch LLC

206T as well as declines in the flow in Nichols Spring.’ If Diamond V alley pumping is a
possible cause for water level declines in Kobeh Valley, the pumping from eastem Kobeh
Valley should be expected to affect water levels in Diamond Valley. Given that Diamond
Valley has been designated by the State Engineer as a Critical Management Area, any
capture of inter-basin groundwater flow to Diamond Valley or drawdown in Diamond
Valley interferes with efforts to manage the groundwater resources there and represents a
conflict with existing rights. A recent State Engineer Order in Diamond Valley disallows
any new groundwater appropriations and any drawdown in Diamond Valley from Kobeh
Valley should also be disallowed.

. These Applications should be denied because they include no Monitoring, Management

and Miligation (3M) Plan developed (o the satisfaction of all potentially affected partics,
mcluding all undetermined vested water rights claimants, 'Ihc Nevada Supreme Court
concluded that “. ., allowing the State Ingincer to grant applications conditioned upon
development o( a future 3M Plan when the resuling appropriations would otherwise
conflict with existing rights, could potentially violate the protestants’ rights to a full and
fair hearing on the matter, a yule rooted in due process. (cile omitted)” See Supreme Court
Opinion, p. 15,

The Supreme Court determined the record before the State Engineer shows conflicts with
existing nights will occur as a consequence of KVR’s Applications, Consistent with the
supreme Cowrt’s Opinion interpreting NRS 533.370(2) at this time, Fureka County insists
that a Monitoring, Management and Mitigation (3M) Plan be developad to the satisfaction
of all potentially aflccted parties, including all undetermined vesied water rights claimants,
before any action be taken on the Applications. Because groundwater modeling by the
applicant shows drawdown and resulting impacts will parsist for decades alter the mining
project concludes, the 3M Plan must provide a vehicle fo ensure mitigation will be funded
in perpetuity, or until there is no longer any potential for future impacts.

Any proposed management, momitoring and mitigation plan to address known and
potential impacts from the applicant's proposed pumping must be developed with
supporting analytical data prior to any approval of the Applications, consistent with the
Supreme Court Opioit. A plan for monitoring and mitigation of potential impacts to
water rights holders and threatened species must nclude specific, attainable, realistic,
relevant, and time-fixed measures and acceptable substitute water sources 1o mitigate these
conflicts and adverse impacts. The proposed mitigation measures must be clearly defined
and demonstrated to ]'ld\’ the desired effect.

. These Applications $510Lz be denied because KVR cannat G]mw it has the mtention in

goud faith or financial ability to construet the work and apply the water w Li 1w ntended
beneficial use with reasonzble diligence as required by NRS 53 A7001){e). e warks

* Technical memoranduin prepared by Interflow Hydrology, April 24, 2012,
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Filed by Kobeh Valley Ranch LLC

necessary to achieve beneficial use of the water rights are substantial and costly.
According to the Applications, the applicant requires 11,300 afa of water rights to operate
the Mt. Hope Mine Project. Despite its purported intentions, KVR by its actions has
plainly demonstrated it does not have the intention or financial ability to put the water to
beneficial use and the project going forward is speculative, at best. In late 2007, General
Moly's stock was selling at over §12.00 per share. Today, it is worth about $0.19 per
share; a reduction in value of 99%. As of January 13, 2016, the molybdenum oxide price
was $5.30/1b. General Moly’s latest presentation on its website’ highlights that “General
Moly’s 80% ownership NPV breakeven price is $10.82 per pound molybdenum, and the
undiscounted cash flow breakeven price (going forward excluding sunk capital) is $9.35
per pouad molybdenum.” Since the original permits were granted, the proposed project
has:

o lost imlhons of dollars in stock value,

o needed to tap mto funds reserved for equipment purchases,

¢ laid off personnazl,

o closed its office in Fureka,

o deferred construction of thf: water-supply wells, pipelines and other infrastructure

needed to divert the water, and
e postponed the purchase of equipment essential to putting the waler to beneficial
use.

Furthermore, General Moly has repeatedly, for multiple years, requested imporiant and
required monitoring under the 3M Plan referred o i Ruling 6127 be deferved because
KVR does not have sufficient funds to do the preseribed monitoring, much less puf the
water to beneficial use. The company’s ability to finance the project and use the water is
hampered by an unrealistic contract price {or their produet at a time when worldwide moly
prices are low and they are speculating the price will rise {o the point that some entity will
fund the project.

Eureka County expressed conecers the project was speculative as [ar back as 2006 when it
prowesfed KVR's mnitial applications for the Mt Hope project,. General Moly's prinwary
backer at that time has since been convicted of operating a criminal conspiracy, found
guilty of murder and executed. The project has languished for seven yvears since General
Moly’s stock value started its dramatic decline in value. Additionally, KVR applied for
and was granted water rights to Irrigale the Bobeat Ranch after the existing irrigation water
rights there were abrogated by the changes in Place of Use, Point of Diversion, and
Mansier of Use that were the subject of Ruling 6]7/ These rights were applied for and
granted despite lestimony by NV that thay ot an the fanming busimess.” KVR
has siece proven 1t was icapable of putting i3 :{ tion nghts o benefical use this vear
even though all the wells and pumping equipn m}l t the Bobeat Ranch are inn place. KVR
requested and was granted extensions of time despite the State Fngineer’s assurances to

Jiinvestor.generalmoly.com/phoenix.zhtmi?e=181598 &p=irol-irhome, last accessed 1/13/2016
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Eureka County Protest to Application Numbers 83573 through 85604
Filed by Kobeh Valley Ranch LLC

Eureka County ne extensions would be granted. This failure to simply resume irigation
of established fields at the Bobeat Ranch is yet another symptom of KVR’s underlying
lack of intent and financial problems showing a lack of intent or financial ability to put the
water to beneficial use,

General Moly has recently received a small infusion of capital from investors, amounting
to a minor fraction of the cost to put the water to beneficial use. This small investiment is
coupled to promises to fund the project if worldwide economic conditions change.
Clearly, funding of the project is based on speculation in the molybdenum market and
funding will not be secured anytime soon based on moly demand and the world economy.
How long 15 the State Engincer and other potential appropriators of the water resource
supposed to wait for such a speculative venture to bear fnat? In the meantime, there is no
unapproprated water in Kobeh Valiey that might be put to use by others,

. The Applications should be denied or consideration of the Applications delayed until the

Diamond Valley Regional Flow System Study by the USGS, now going through final
review and expected to be published any day, 1s complete.

Propagation of the cones of depression from cach of the proposed points of diversion must
be adequately determined, using real data and limited assumptions, prior to consideration
of the Applications. Not all of the proposed points of diversion have been explored.
Consequently, well yields and the hydrologic properties of the aquifer near some proposed
points of diversion are purely hypothetical; therefore, impacts associated with pumping of
substantial water rights at the proposed points of diversion are not known.

- In accordance with the Fureka County Code and the Eureka County Master Plan, Lureka

County requires the ahility to continue to review all hydrologic data offered in support of
the Applications. The applicant has acknowledged Eureka County should be involved in
the review of all hydrologic data offered in support of its project and Eureka County
should be involved in the development of an effective monitoring, management and
mitigation plan. Section 6.1.3 of Eureka Counéy’s Master Plan states "implementation of
this Plan requires that . . . the Board of Eurcka County Commissioners stay involved with
analysis and evaluation through ali stages of federal, state and local planning cffoits ...
[through] review of data for scientific and factual soundness, plan development,
implementation, monitoring, and evaluation of plan implementation.” Section 6.2.6, the
minitg section of the Master Plan, states the County will "[d)evelop an evaluation
program that relies upon and uses all available data, including, but not limited to reviewing
existing data including bydiological datz .." Fureka County Code 9.060.C "mandates the
use of peer-reviewed science m the assessment ol impacts related to water resource
development.”

These Applications should be denied because there are applications for water rights in
Kobeh Valley filed with the State Engineer which have a filing/priority date senior to
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KVR’s Applications, and granting these KVR Applications will result in the Kobeh
Valley Hydrographic Area becoming over appropriated. The NSE should deny any
applications in excess of the basin’s perennial yield. There are also many claims of vested
water rights that have been filed with the State Engineer subsequent to the information
available in front of the State Engineer for Ruling 6127, These include claims of vested
water rights for Mud Spring and Nichols Springs. There are also many claims for vested
water rights in the impact area that have not been filed because the State Engineer has
never called for taking of proofs of these claims. The undetermined claims for vested
water rights with a prionity senior to these KVR Applications could result in the Kobeh
Valley Hydrographic Area becoming over appropriated,

The manner of use of water under the subject Applications is by nature of its activity a
temporary use.  Because 1t 1S a temporary use, any permit granted ander these
Applications must be subjec{ 1o a restriction that at the end of the mining use, the water
will revert back to the source.

. The proposed points of diversion for the Applications lic in Basin 139 (Kobeh Valiey),

while the proposed place of use includes portions of Basin 1533 (Diamond Valley) and
Basin 53 (Pie Valley): therefore the applications involve a transfer of groundwater out of
the source basin for use in another basin, As the applications state, the water will be
placed to benelicial use in Diamond Valley, Cempliance willi the requirements of NRS

]

533.370(6) for interbasin transfers must be met.

. The pit dewatering requires pumping of groundwater from Diamond Valley, curently

over appropriated and over pumped. Propagation of the cones of depression from each of
the proposed pomts of diversion must be adequately determined and any identified
impacts and conflicts removed prior to granting the applications in lght of the pit
dewatenng in Diamond Valley.

. The proposed place of use described 1n the Applications ts much larger than the mine’s

Plan of Operations project boundary,

. The applicant holds notices filed with the BLM associated with waler supply exploration

activities for locations mn Diamond Valley, which 1s over appropriated and over pumped.
The notices associated with the water supply exploration activities in Diamond Valley are
outside the Plan of Operafions project boundary but within the proposed place of use listed
in the Applications.

4. Any further chinges to points of diversion for a proposed future well f1eld must reguire the

filing of additional change applications subject to the same rewwlatory process as the
current Applications; tiat is, they must be published in the local newspaper, are subject to
protest, and must meet the statutory requirements for approval.
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. Some of the Change Applications seck to change a previously filed change application

that changed the manner of use from irmgation at a consumptive use duty of 2.3 acre
feet/acre. The limitation of the consumptive use duty of 2.3 acre-feet/acre should be
maintained for the Change Applications with a base irrigation right. Any KVR Change
Application seeking a change in the manner of use from irrigation to mining should only
be changed at the consumptive use duty,

. Considering Change Applications that are not supported by adequate proof of beneficial

use will cause the basin to be over pumped to the detriment to the basin, prior water right
holders and in direct conflict with the forfeiture provisions of Nevada water law. For
example, cropping inventories by the State Engineer’s office for the water rights at the
Bartine Ranch show that only a portion of the water rights have been put to beneficial use.
Only water nghts put to beneficial use and in good standing should be changed 1o mining

and milling if the State Engineer determines the Change Applications should be granted.

. Bureka County recognizes that the custont and culture of mining 1s part of its history and

appreciates the role mining plays in its local and regional cconomy. PFureka County
welcomes new opportunity for mining in its communities as long as mine development is
not detrimental to existing economic or cultural activity or the environment. This protest
is aimed at ensunng that any development of water resources in Kobeh Valley is
conducted in ful] accordance with Nevada law, the Eureka County Master Plan and related
ordinances, and does not unduly threaten the health and welfare of Fuweka County
citizens. Fureka County welcomes dialogue with the applicant that addresses and resolves
Eureka County’s protest points.

28, Eurcka County requests the hearing on these Applications be held in Eureka, Nevada to

facihitate access by protestants, the water users in the area and inferested citizens.
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