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This Ssftlemant Agreement (Agreement) is entéred inta betwaen the STATI: OF .
CALIFORNIA AIR RESOURCES BOARD (ARB) and FREEPORT-MCMORAN OIL &
GAB, LLEC {Freeport), 6640 South Fairfax Avenue, Los Angeles, GA 90056

" REGITALS -

1" The Global Warming Solutions Act of 2006 authorized ARB to adopt regulations -
requiring the reporting and verification of greenhouse gas einissions. (Health & Saf. -
Gode §38630.) Pursuant to that authority, ARB adopted tha Reguiation for the

. Mandatory Reporting of Greenhouse Gas Emissions (MRR), Cahfc:rnia Code of
Ragula.tlans (COR), tltfe 17, §951 00 &t seq

5. “Thé MR s crudal fo the devalopment of the greenhouse gas (GHG) mventory, .

and supports other regulatory programis, including the Sap on. GHG emissions
gstablished by CCR, title 17, §96801 &t seq., known as the Gap-and-Trade Regulation
Thée MRR requires most reporfing entifies to sub‘rh'ﬂ by April 10 of each year, an’
emissions data report containing emissions and product data that is certified to be
" complete and accurate within stated standards. (COR; tit. 17, §95103.) The Apidl 10
deadline Is intended fo precede othet regufatory events later in the year, sushas

. verification under the MRR, and the distribution of allowances and surrender of -
complianc& mstrumerxts under the Cap—and~Trade Ragulatlon R

’ 3 The MRR prcvidea thieit there isa violation where a repart requnred under the
o ;MRR is late or does nof meet the ragulation‘s sfandards for: accuracy or. completaness

T (COR B 17, §9510?3

L 4 Ca!n’r'ornia Health & Safety Code Sectlons 38580 and 42402 provnde for penaltias

" in ihe avent ofa anoiahtm

- 5 ARBr finds fhat Freepﬂri‘ failed to comply with the MRR by lncorrectly quaﬂtlfymg
fugithm emfsslons from %tm‘age tanks s R

. '-B,'. : ln reachmg ’this sattlement ARB consfdered a, vanety of ciroumstancgas{ mcludmg :
B -aiha size.arid somplexﬂy of the violafor's- uperaﬁons the nature; magnifude, and diration . - .
.+ of the violafion, any hartn to the gnvironment or the regulatory program, ‘efforts the - -

“violafor took to pravent the wo[atmn ahd to oorrect ;tf and the financnal burden tm 'the
wolawr ' ‘ i : R T s

T {n this maﬂer there wgre a number of mltigatmg fa@tqrs, lncludlng that thla is the -

- firsf time ARB. ‘hag noted the comparty as being in Wiplation; thie comipany solfdisclosed
" the reporting rors 1o ARB and promplly corretfed the GHG smissions data report ~ ™

ilpon discovery, the emisslons were not covisred émissions Under the Cap & Trade; .

Ragulation, the company’s expianation indicates an innocent effor, and the company

. agreéd to sibrivt an updated GHG monitaring plah to ARB to demonstrats that reporting

will be accuraty in fiture reporting years. That plan met the requirements of CCR, title -

17; section 951 05(c), and sddressed any omissions and etrors in the gatheting and -

reporting of information rdent»:f“ ed by ARB in aonnectlon with reportmg emissmns frofm- .
the year 201 B .
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ARE AND FREEPORT-MGMURAN

g To fesowe these a’lleged vmlentlvna, F reeport agnaec] ’m iaka the acﬂans

., enumierated below. ARB accepts this Agreement in fermmation ahd settlemem df ihls L

matter

B T (| considara’uon of the fnregoin,g, ahd of the promlses and facis set forth herem
the parties desire to settle and resolve all clmmsi disputes, and obligaﬂons refating to..
thé above-listed violations, and voluntarity agree to ragolve this. rnatter by means of this
Agreement Speczf[caliy, ARB and Freeport agree as foilows._ L . '

| 0 Wlthm 31) busmess days follaw;ng exaeutmn af thls ﬁgneement Freepo.rt shali

- delNer.a cashier’s chack or maney: order m the gum of $4D OO{J made: payable to the '. ':
-“Air PoIlutmn Conirol Funri 4 T o e

_ Tha check shnuld nute “Fraeport 2013 MR,R seiﬂamant" fin the memo sm;tmn Please
send (1) the signed settlament agreement (2) check and {3) the payment transmlttal

. form (AttaohmentA) tor - -

Alr Rasnurcas Board‘, Accounﬂng Oﬁlce
P.O.Box 1438 L
- Sac‘ramento, CA 958'12—1436

Please $end a dig:tal eopy of the settiement agreementanel image of ’the Qhe{;k to )
- " ,:"‘WlhamBrieger
5 Air Regoufees Bqard'.;:. s e e

: Co PG Box2815 .
Sa“@.’:‘f‘erﬁm C :

- 11 ﬂ:is further agreeti fhat the penalhes deserlbed in. tE‘le prier paragraph are punltlvef
| naturm rather than tmmpits:nsaanf;;)ry,E and payablato a govemmenta! unit. Therefnre it -
s agreed that these penalties. imposed on Fréeport by ARB arising from the facts. '

" “described in' ec’tal par'agra‘fshs'ﬂ - 'wdrschafgeable undar'l 1 Uni’ted Statas

Code§523(a) R i L

1-2-_ - Freepoﬁ 3hai| not vimate the MRR CCR tltlar 17 secﬂo;n 95100 setseq

This Agreement shai! apply to and be bmding upon Freermrt and H;a ol‘fjcers, g
.dtrestors, receivers, trustees, employeea suceessors ahd assighsss, ‘subsidiay and parant

- porporations and upoh ARB and any SUCLESsOr, agem:y “that may have respnnalbmty fnr and

junsdlctian overthe subject matter of this Agfreement

4., This Agredtrient: canst:tutas the entite agreement and understand[ng between
: AARB and Freeport concerning the subject matter hereof, and supersades all prior .

nego’tiatmns and agreaments hetween ARB and F‘ﬂeeport canx:ernlng the sulaject maﬁer
- hereof - : . AT T e
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ARB, AND F.REEPORTuMCMORAN

15. No agreament to modify, amend extend, supersede, tenmnate. or discharge this
Agreernent, or any poriion thareof, Is velid or enforceable uniessitis in writing and - -
stgned by alt partles to tms Agreement )

16,  Each provision nf thts Agreemant 13 severable, and in the event that any
‘pravision of thig Agresment is held-to be irvalid of unenfarceable the rsmalnderof this ..
Agreemem remams in full force and effact, . L -

17. This Agreement shall be interpneted and enforced in acaordance With the taws of
the Stata of Gallf'onua, wﬁhout regard to Calrforma S choice—of—law ru!es

' 18. ThIS ﬁgreement is deﬁmed 1::- have been drafted equally by the Partlas it wﬂi not '
ba mterpreted far or agamste ther party on the ground 1hai sa:d party draﬁed lt o

o SB 1402 STATEMENT

Health & Safe’ty Codle sectian 308197 raqu:rea ARB to expfam the mantier i
whjch the penaliy was determined, the law on which it is based, and whethei that laiw
. prohibiis emissions at & specified Ieve! Freeport acknowl&dges that ARB has complied
with section 39619.7 in investigating, prosecuting and settling this case.. Specifically,
ARB has considered all relevant facts, m::[uding those listad af Health & Safety Code. -
section 42403, has explamecl the manner in which the penalty amolnt was calculated,
has ilenfified the provision of law under whigh the penally is being assessed, which-
provisicr doks ot prohibit the: emission of pollutants at a specified level. That o
Information, some of which Is also elsewhera in this setttement agraement is
o summanzad here T ST . ,

f 'The mannﬁr in which i:he pehalty was determined inc[uding' ahy & "-unit pena!ty

clrcumstances GHhis case, gwmg COrISIdarauon o the eighi factors speolﬂecl m Hea!th .
. .&Baléty Code saction 42403, Consideration was givén to the reporfing enity's size and:
- compliexity, the extent to which the monitoring and rapnrting deviated ol MRR - ‘

: Tequitements, the. cause of any errars and omissions, | and the magnitude of & ",e;*rors =
' Thiose circumstances were considered together with the need to remove dny aconomic

© benefit from noncompliance, the goal of deterring future violations and obfalning swift
conmpliance; pendlties sought in other cases, and the potential casts arid 1isk associated.
with Imgatlng these partlcu Iar viaiatlons F’enames m future cases mlght t:e smaller or
Jar ger o . .

In ihls maﬁar the pena!ty vids not determ megi o a per~umi baSJS The panalty was
“discountéd based on the fact that the company self-disclosid the reparting error, the |
. violation was a first time vislation for thiis company, and the company made prompt,
dﬂigent efforts to correct tts report and to cnoperate w:th ARB's mvestigatmn

The legal pmvlsi’nns under which the penalty was assessad and why those
provlsio ns are approprlate The penalty is baset on Health & Safety Cmde sectlon
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ARB AND FREEPORT-MCMORAN

42402 and CCR, title 17, section 95107, the provisions intended to govern MRR
violations.

Whether the governing provisions prohibit emissions at a specified level. The
MRR does not prohibit emissions above a stated level, but Health & Safety Code
section 38580(b)(2) specifies that violations of any regulation under the Global Warming
Solutions Act of 2006 shall be deemed to result in an emission for purposes of the
governing penalty statutes.

20. The penalty was based on confidential settliement communications between ARB
and Freeport. The penalty is the product of an arms length negotiation between ARB
and the company and reflects ARB's assessment of the relative strength of its case
against the company, the desire to avoid the uncertainty, burden and expense of
litigation, obtain swift compliance with the law and remove any unfair advantage that the
company may have secured from its actions.

21.  In consideration of the penalty payment and submittal described in paragraph @ 3
above, ARB hereby releases Freeport and any successors and assignees, subsidiary

and parent corporations from any claims the ARB may have based on the

circumstances described in paragraph 5, above.

22. The undersigned represent that they have the authority to enter into this
Agreement.

California Air Resources Board Freeport-McMoRan Oil & Gas, LLC

llen M. Péte Name: Steve Rusch
Chief Counsel Vice President

Date: &!prmgy 2] ZQdé Date: |- 2% Z0ib
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