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To: Wysong, Sheri[swysong@blm.gov]

Cc: Lola Bird[Ibird@blm.gov]; Edwin Roberson[eroberso@blm.gov]; Anita
Bilbao[abilbao@blm.gov]; Aaron Curtis[acurtis@blm.gov]; Ashcroft, Tyler[tashcrof@blm.gov]; Kent
Hoffman[khoffman@blm.gov]; Kerry Schwartz[kschwartz@blm.gov]; Ashley Losey[alosey@blm.gov];
Thomas, Nathan[nthomas@blm.gov]; Shauna Derbyshire[sderbyshire@blm.gov]; Laurie
Ford[Iford@blm.gov]; Roger Bankert[rbankert@blm.gov]; Wilcken, Leslie[lwilcken@blm.gov]; Joshua
Robbins[jcrobbin@blm.gov]; Staszak, Cynthia[cstaszak@blm.gov]; Matthew
Betenson[mbetenso@blm.gov]; Naeve, Robin[rnaeve@blm.gov]; Stanley Perkes[sperkes@blm.gov];
Larry Garahana[lgarahan@blm.gov]; mcoultha@blm.gov[mcoultha@blm.gov]

From: Ginn, Allison

Sent: 2017-05-17T710:01:28-04:00

Importance: Normal

Subject: Re: 5/16 Afternoon Draft of GSENM Data Call Responses

Received: 2017-05-17T10:01:42-04:00

2017 Exchange Tract memo.pdf

GSENM Coal Lease Cancellation Payments.pdf

MOU SITLA-BLM-FS Land Excange Pub Law No 105-335 Stat 3139 ratified 8 May 1998.pdf
Upper Valley Field Map.pdf

Upper Valley GSE Production.pdf

Upper Valley Wells in GSENM.xIsx

UGS Circular 93 GS Energy and Mineral Resources.pdf

SITLA_FY2013_Annual_Report_Email.pdf

FINAL EIS - Dev of Coal Resources in_Southern Utah Part 1 Regional.pdf

A Bedindfield to J McKenzie 16 May 2017.pdf

Minerals Energy OandGdata GSENM.docx

Attached are the files we received from 5th floor last night (compiled response is in
Minerals_Energy_OandGdata_ GSENM.docx) for GSENM.

Regards,

Allison Ginn

National Conservation Lands Program Lead
BLM Utah State Office

801-539-4053

On Tue, May 16, 2017 at 5:38 PM, Wysong, Sheri <swysong@blm.gov> wrote:

Here is the Bear's Ears with oil and gas info.

On Tue, May 16, 2017 at 2:10 PM, Ginn, Allison <aginn@blm.gov> wrote:

UTSO Team-

Please find attached update Word versions of the Executive Summary and Data Responses for Grand
Staircase National Monument and the supporting documents. (Seriously, their staff is amazing- the
breadth of materials collected in such short order is phenomenal.) GSENM is still working diligently on this
response, so please be advised that this is just an updated draft and subject to changes.

All supporting documents are located in the DOI's Google Drive folder, but only a few BLMers have access in
Drive. Because there are many large files, I'm attaching only a few documents referenced in the response
that | think will be of interest to UTSO reviewers.

| believe that Cindy is still waiting on some information from the 5th floor, the grazing program, and review by
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External Affairs.

I've been at my desk since 5:45 am and am heading home shortly, but wanted UTSO staff members to have
an opportunity to see the progress of the document. Please bring any issues to our attention during the
conference call tomorrow morning (UTSO folks can gather in Monument Room A).

Thanks!

Regards,

Allison Ginn

National Conservation Lands Program Lead
BLM Utah State Office

801-539-4053

Sheri Wysong

Fluid Minerals Leasing Coordinator

Utah State Office, Bureau of Land Management
801-539-4067

DOI-2019-07 02754
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5/16/2017 DEPARTMENT OF THE INTERIOR Mail - Re: Exchange tract memo

/i

McKenzie, Jefferson <jmckenzi@blm.gov>
CONNECT

Re: Exchange tract memo
1 message

Andy Bedingfield <abedingfield@utah.gov> Tue, May 16, 2017 at 11:46 AM
To: "McKenzie, Jefferson”" <jmckenzi@blm.gov>

Our accounting office computes that $57,233,712.32 has been paid to the School Fund from the EGSNM Exchange
Tracts. This amount does not include moneys paid to the State of Utah or bonuses paid to the federal government.

On Tue, May 16, 2017 at 10:24 AM, McKenzie, Jefferson <jmckenzi@blm.gov> wrote:
Thanks...!

On Tue, May 16, 2017 at 10:00 AM, Andy Bedingfield <abedingfield@utah.gov> wrote:
See attached.

Andy Bedingfield, PE

Utah School Trust Lands

675 East 500 South, Suite 500
Salt Lake City, UT 84102-2818
(801) 538-5158

JD McKenzie

Coal Mining Engineer
801-539-4038
jmckenzi@BLM.gov

440 West 200 South, Suite 500
Salt Lake City, Utah 84101

Confidential Notice: This electronic communication is intended only for the use of the individual(s) or entity(ies) to
which it is addressed and may contain information that is privileged, confidential and exempt from disclosure under
applicable law. If you have received this communication in error, please do not distribute, delete the original message,
and notify the sender.

Andy Bedingfield, PE

Utah School Trust Lands

675 East 500 South, Suite 500
Salt Lake City, UT 84102-2818
(801) 538-5158

D0I-2019-07 02755
https://mail.google.com/mail/w/0/?ui=2&ik=bfa134f2c0&view=pt&q=abedingfield%40utah.gov&qgs=true&search=query&th=15c 125e8a485d513&siml|=15c125e8a4... 1/1
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State of Utah

School & Institutional
Trust Lands Administration

. praEsE 675 East 500 South, Suite 500

Gary R. Herbert Salt Lake City, UT 84102-2813
Governor 801-538-5100

801-355-0922 (Fax)

~ Spencer J. Cox  www.trustlands.utah.gov
Lieutenant Governor

David Ure
Director
February 8, 2017
MEMORANDUM
TO: Roger Bankert, Minerals Branch Chief
Bureau of Land Management, Utah State Office
440 West 200 South, Suite 500
Salt Lake City, UT 84101
FROM: Andy Bedingfield

SUBJECT:  Annual Report of Coal Tonnage Status on 1998 Exchange Tracts

In accordance with paragraph IC.3.c of the Memorandum of Understanding 1 am
reporting to BLM the cumulative coal tonnage produced (i.e. mined and sold) as of
December 31, 2016, from the following 1998-Utah Schools and Federal Land Exchange
Act (PL105-335) coal tracts.

TRACT SITLA SITLA TONS CUMULATIVE SITLA
NAME LEASE # OWNED TONS PRODUCED
Mill Fork ML 48258  22.3 Million 22.3 Million (Reverted 7/12)
Combined Dugout Canyon/Muddy 34 Million 26,313,,296.04
(Dugout Canyon ML 48435 12,421,137.04, Mined Out)
(Muddy ML 49443 13,892,159.00)
North Horn Unleased 100,000,000 -0-

Cottonwood Tract: The Utah School and Institutional Trust Lands (“SITLA”) own a
rental/royalty value rather than a fixed coal tonnage in the Cottonwood coal tract. An
8,203.87 acre parcel of the coal tract was leased at the beginning of 2008 under mineral
lease number ML 51191-OBA. The lease is not yet in production, but is paying annual
rental and annual minimum royalty. The remaining net total Dollar value owned by
SITLA in the Cottonwood coal tract as of December 31, 2016, was $17,364,300.64 (i.e.,
principal plus accumulated interest, reduced by 50% of annual rental and minimum
royalty payments.) The payment due date of the lease is January 18, each year, at which
time the balance on the SITLA account may be further reduced.

Please contact me at (801) 538-5158 if you have any questions in this matter.

DOI-2019-07 02756
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The Salt Lake Tribunc — U.S. Govemment Buys Coal Leases in National Monument http://www.sltrib.com/1999/0ct/10161999/utah/385 16 .htm

U.S. Government Buys Coal Leases in P

National Monument

BY JIM WOOLF
THE SALT LAKE TRIBUNE

The U.S. Department of Interior agreed Friday to pay $5.5 million =~ E'{ALLTHIS
for PacifiCorp's federal coal leases in the Grand Staircase-Escalante
National Monument in southern Utah.

This is the second major coal agreement in just one week. On Oct.

8 the agency negotiated a $14-million payment for adjacent federal
coal leases owned by Sandy-based Andalex Resources.

Development of both sets of leases was blocked in 1996 by
President Clinton's surprise decision to create the 1.9-million-acre
monument. The president used the threat of Andalex's proposed coal
mine about 70 miles east of Kanab as one of his reasons for
protecting the area.

For the three years since the monument's creation, Andalex and
PacifiCorp have been negotiating a deal that would compensate them
for the coal losses. This involved appraisals and estimates of the
likelihood that coal from this remote region would be developed
profitably sometime in the near future.

"From PacifiCorp's point of view, those leases had a substantially
higher value than $5.5 million," said company spokesman Dave — 300 /a,e_ g
Eskelsen. "But this agreement was a way to conclude the process
and move on." '

Officials from Andalex and the Department of Interior never could p
agree on the value of those leases, so the $14-million payment was —— " ¢o 5 /M,ﬁc
based on the amount the company had spent developing its mine
plan.

The Andalex and PacifiCorp deals are subject to approval by
Congress.

PacifiCorp, the Portland-based parent company of Utah Power,
held 18,287 acres of coal leases within the monument. Andalex had
34,499 acres of leases.

Interior Secretary Bruce Babbitt praised the PacifiCorp decision,
saying in a prepared statement: "This is another follow-through by
the administration on President Clinton's proclamation of the Grand
Staircase-Escalante National Monument."

DOI-2019-07 02757
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DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

RunDate/Time: 09/26/01 07:44 AM

(MASS) Serial Register Page

CASE RECORDATION

Page 2 of 2
01 10-21-1976;090STAT2755;43USC1715 Total Acres Serial Number
Case Type 210013: ACQ-FLPMA 34,498.730 UTU--- - 078759
Commodity 001: NONE
Case Disposition: AUTHORIZED
Serial Number: UTU--- - 078759
Name & Address Int Rel % Interest
AMCA COAL LEASING BOX 902 PRICE UT 84501 LESSEE 0.000000000
BLM ' BOX 45155 SALT LAKE CITY UT 841450155 ACQUIRING AGENCY 100.000000000
‘ Serial Number: UTU--- - 078759
Mer Twp Rng Sec STyp SNr Suff Subdivision District/Resource Area County Mgmt Agency
26 0410S 0030E 001 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0400S 0040E 005 ALL ENTIRE SECTION GRAND STAFRCASE-ESCA].ANTE KANE BUREAU OF LAND MGMT
26 0400S 0040E 006 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0400S 0040E 031 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0410S 0040E 007 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
_ Serial Number: UTU--- - 078759
Act Date Code Action Action Remarks Pending Office
10/01/1999 387 CASE ESTABLISHED GSMN ACQ OF COAL LEAS
12/16/1999 865 TITLE ACCEPTED BY US RELINQUISHMENT FILED
12/27/1999 968 CASE ACTION COMPLETED RELINQ. ACC BY SEC IN
12/29/1999 095 FUNDED BY LWCF
12/29/1999 500 GEOGRAPHIC NAME GSENM;
12/239, SUPPLEMENTAL USE/PURPOSE 053;
‘ $14,000
Line Nr Remarks Serial Number: UTU--- - 078759

0001 RE: COAL LEASES U-087805 ET AL.

NO WARRANTY IS MADE BY BLM
FOR USE OF THE DATA FOR DOI-2019-07 02758
PURPOSES NOT INTENDED BY BLM
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DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

RunDate/Time: 09/26/01 07:44 AM

CASE RECORDATION

(MASS) Serial Register Page

Page 1 of 2

01 10-21-1976;090STAT2755;43USC1715
Case Type 210013: ACQ-FLPMA

Commodity 001:

NONE

Case Disposition: AUTHORIZED

Total Acres
18,325.160

Serial Number
UTU----078758

Serial Number: UTU--- - 078758
Name & Address Int Rel % Interest
BLM BOX 45155 SALT LAKE CITY UT 841450155 ACQUIRING AGENCY 100.000000000
PACIFICORP 201 S MAIN ST #2100 SALT LAKE CITY UT 841400021 LESSEE 0.000000000
Serial Number: UTU--- - 078758
Mer Twp Rng Sec STyp SNrSuff Subdivision District/Resource Area County Mgmt Agency
26 0360S 0020E 013 ALIQ S2NE,SE; GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0020E 014 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0020E 023 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0020E 024 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0020E 025 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03608 0020E 026 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03605 0020E 035 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0370S 0020E 001 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0370S 0020E 011 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03705 0020E 012 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03705 0020E 013 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03705 0020E 024 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0370S 0020E 025 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0030E 019 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0360S 0030E 030 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03708 0030E 005 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0370S 0030E 006 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0370S 0030E 007 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 03705 0030E 031 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE GARFIELD BUREAU OF LAND MGMT
26 0380S 0030E 003 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0380S 0030E 004 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0380S 0030E 005 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
26 0380S 0030E 017 ALL ENTIRE SECTION GRAND STAIRCASE-ESCALANTE KANE BUREAU OF LAND MGMT
? Serial Number: UTU--- - 078758
Act Date Code Action Action Remarks Pending Office
01/06/2000 387 CASE ESTABLISHED GSMN ACQ OF COAL LSE
01/07/2000 095 FUNDED BY LWCF
01/07/2000 500 GEOGRAPHIC NAME GSENM;
01/07/2000 542  SUPPLEMENTAL USE/PURPOSE 053;
01/07/2000 865 TITLE ACCEPTED BY US RELINQUISHMENT FILED
01/07/2000 968 CﬁSE ACTN omgg_gTED
Line Nr Remarks Serial Number: UTU--- - 078758
0001 RE: COAL LEASE U-1362

NO WARRANTY IS MADE BY BLM
FOR USE OF THE DATA FOR
PURPOSES NOT INTENDED BY BLM

DOI-2019-07 02759
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INSTITUTIONAL TRUST LANDS ADMINISTRATION, THE UNITED STATES =
DEPARTMENT OF AGRICULTURE, AND THE UNITED STATES DEPARTMENT OF
THE INTERIOR

Recitals

1. The Utah Schools and Land Exchange Act of 1998, Pub. L. No. 105-335, 112 Stat.
3139 (“the Act”), ratified the May 8, 1998, “Agreement to Exchange Utah School Trust Lands
Between the State of Utah and the United States of America” entered into between the State of Utah
and the United States of America (“the Agreement”).

2. The United States Department of the Interior (“DOI”), and the Utah School and
Institutional Trust Lands Administration (“SITLA™) each have responsibilities to implement the
terms of the Agreement. The United States Department of Agriculture, Forest Service (“USDA-
Forest Service”), which has jurisdiction, custody, and control over National Forest System Lands
(“NFS lands™), is also subject to the terms of the Act and the Agreement with respect to NFS lands
involved in the exchange of lands and interests in lands. Therefore, USDA-Forest Service is a Party
to this MOU with respect to the NFS lands subject to the terms of the Act and the Agreement. The
aforementioned entities will be collectively referred to hereinafter as "the Parties," or separately as

a "Pal‘ty."

3. The Parties recognize that it is in their mutual interest to agree on how certain actions
necessary to implement the Act and the Agreement will be effected, and therefore enter into this
Memorandum of Understanding (“MOU™).

4., Among other provisions, this MOU implements Sections 8 and 10 of the Agreement
which defines the Parties' respective responsibilities for environmental remediation, waste
management and environmental compliance activities associated with the lands which each Party
has transferred, or will transfer, to the other pursuant to the Act. Section 8 contemplates
remediation of the subject lands following the date of transfer of title, and this MOU, consistent
with Section 8, provides that each Party will continue to be legally responsible, to the extent such
responsibility exists at the time of transfer of title, for environmental response actions, including
actions specified herein, on the land that each Party respectively transfers. Except as consistent
with the Agreement, nothing in this MOU is intended to relieve any party of its substantive or
procedural environmental obligations under existing State or Federal law.

5. Section 10 of the Agreement calls for development of any mineral interests
transferred to the State of Utah where the United States retains ownership interests in the land to
be subject to all laws, rules, and regulations applicable to development of non-Federal mineral
interests underlying Federally-owned surface, including laws, rules, and regulations applicable to
such development within the National Forest System. The Regulations of the Secretary of
Agriculture at Title 36, Code of Federal Regulations ("C.F.R."), section 251.50 will apply to the
occupancy and use of the surface estate of National Forest System lands for the development of
the conveyed coal estate . However, mining induced subsidence need not be permitted separately

________.nmw——i
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where the State of Utah has authorized mining in accordance with 30 C.F.R. section 944.30,
Article VI, B.5. To the extent provided by law, in surface occupancy permits and conditions of
concurrence to mining permits, the USDA-Forest Service will abide by the standards and
guidelines contained in the Land and Resource Management Plan for the Manti-La Sal National
Forest which were in effect on May 8, 1998. Subject to reasonable terms and conditions for the
protection of the surface estate consistent with the Forest Plan, any permit requirement may not
prohibit reasonable economic development of the conveyed coal estates.

Memorandum of Understanding

I Coal Mineral Interests

A. Pre-Leasing Issues

Before SITLA issues a lease on the Cottonwood, Westridge, Mill Fork, Dugout, Muddy, or
North Horn Tracts conveyed to SITLA under paragraphs 3(F), 3(G), 3(K), 3(L), and 3(M) of the

Agreement --

1. Within an agreed time frame, DOI’s Bureau of Land Management (“BLM™) will
provide SITLA with the following for that tract:

a, The amount of the coal reserves for the tract;

b. A pre-lease estimate of fair market value (“FMV™), or comments on SITLA’s
consultant’s assessment of FMV; and

c. Recommendations to SITLA. on lease bond amounts.
2. For that tract, SITLA will --
a. Coordinate sale schedules with BLM;

b. Consider BLM’s determination of, or comments on, coal reserves and FMV
when it negotiates bonus bids with prospective lessees;

c. Establish the amount of the lease bond in consultation with BLM; and

d. Cooperate with the USDA- Forest Service to identify the applicable Forest
Plan standards and guidelines necessary to protect National Forest Resources and to fulfill the

requirements of Title 36 C.F.R. section 251.50.

B. L.case Instrument Contents
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SITLA agrees that for each lease SITLA issues on lands subject to reversion to the United
States under sections 3(F), 3(K), 3(L), and 3(M) of the Agreement (the Cottonwood, Mill Fork,
Dugout, Muddy, and North Horn Tracts), SITLA will include the following in the lease terms:

1.

lease.

4.

5.

The reversionary provisions of the Agreement and the Act that apply to the individual

An express agreement by the lessee as follows:

The lessee agrees that after reversion of the lessor's interest to the
United States, the Secretary of the Interior may establish the
reasonable value of post-reversion production for royalty purposes in
the same manner and by the same methods as the United States
establishes value under Federally-issued leases.

An express agreement by the lessee as follows:

The lessee agrees that after reversion, the lessee will be subject to the
requirements of the Mineral Leasing Act. 30 U.S.C. §§ 181 ef seq.,
and royalty, operating, and administrative procedure rules and
regulations of the Department of the Interior, the Minerals
Management Service (“MMS™), and the Bureau of Land Management
(“BLM”) and any other Federal laws and regulations generally
applicable to coal leases issued under the Mineral Leasing Act to the
same extent as if the lease were a Federally-issued lease. However,
to the extent that SITLA approves a significant operational decision
and the lessee makes a substantial economic commitment based upon
SITLA’s approval, the lessee may continue to rely on that approval
after reversion. Provided, however, that nothing herein will affect the
liability of the lessee under CERCLA, RCRA, the Clean Water Act,
33 U.S.C. § 1251, et seq., or other applicable environmental law.

Express agreements by the lessee relating to “Hazardous Substances,” and
“Indemnification” that are appended to this MOU as Appendix 1. Prior to the issuance of any lease,
the Parties further agree to jointly develop provisions to address “Waste Certification,” “Discharges
of Oil,” “Qil Discharge Indemnity,” and “Discharged Oil Certification” for inclusion in leases. If
necessary, the Parties may modify language provided in Appendix 1 to bring the provisions of
Appendix 1 into conformance with the subsequently developed provisions.

An express agreement by the lessee as follows:

The lessee agrees that it will furnish bonds or other financial
guarantees meeting both State and Federal mineral lease bond or

DOI-2019-07 02762
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financial guarantee requirements and that upon any forfeiture after
reversion, those bonds or financial guarantees will be payable to the
Secretary of the Interior,

6. An express agreement by the lessee as follows:

The lessee agrees that it will report production and royalties monthly
in accordance with applicable State requirements and, after reversion,
in accordance with applicable Federal regulations.

7. An express agreement by the lessee as follows:

The lessee agrees that the BLM may conduct underground inspections

» of all mines on the leased premises, regardless of whether the BLM
¥ is acting in cooperation with the Utah School and Institutional Trust 3
Lands Administration as lessor or under the authority of Federal laws ~ §
and regulations after any reversion of the lessor’s interest to the

United States. -

C. Post-Leasing Issues

I. After SITLA issues any lease on the Cottonwood, Mill Fork, Dugout, Muddy, or
North Horn Tracts, in cooperation with SITL.A BLM will:

a. Inspect underground operations on a quarterly or other agreed upon basis to,
among other things, verify production amounts and to determine compliance with the hazardous
waste certification stipulation. Inspections will be coordinated, scheduled, and conducted jointly,
if possible, with SITLA. BLM will notify SITLA of any underground and related surface operational
problems observed or suggest remedial actions;

b. Provide SITLA with timely technical advice for SITLA’s mining plan
approvals and modifications and lease modifications. Such advice will address issues relating to
maximum economic recovery (“MER”) and avoiding coal bypass; and

c. Provide SITLA with timely technical advice regarding potential coal bypass
and hazardous waste certification concerns on any lease relinquishment proposals.

2, After SITLA issues any lease on the Cottonwood, Mill Fork, Muddy, or North Horn
Tracts, in cooperation with SITLA the USDA-Forest Service will:

a. Apprise SITLA of any concerns with respect to compliance with the hazardous
waste certification stipulation or other surface operational problems concerning operations on NFS
lands:

4
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b. Provide SITLA timely information and/or comments on the surface effects
of underground mining with respect to SITLA’s mining plan approvals and modifications, lease
modifications, and lease relinquishments; and

c. Timely process any surface use permits necessary to support the development
of the coal interest.

3. After SITLA issues any lease on the Cottonwood, Mill Fork, Dugout, Muddy, or
North Horn Tracts, SITLA will;

a. Provide BLM and the USDA- Forest Service, where NFS lands are involved,
timely copies of all applications for mining plan approvals and modifications and lease modifications
and relinquishments, and will consider BLM and USDA-Forest Service comments in determining
whether to approve such applications and in developing any special approval conditions;

b. Report to BLM total royalty and rental income derived from all leases SITLA
issues on the Cottonwood Tract conveyed under paragraph 3(F) of the Agreement by March 1 of
each year for the preceding calendar year. When the total royalty and rental income is within one
million dollars of the amount that triggers reversion to the United States, SITLA will report to BLM
each month the total royalty and rental income derived from these leases;

C. Report to BLM by March 1 of each year for the preceding calendar year the
total production from all leases SITLA issues on each of the following tracts. When the total
production from all leases on each of the following tracts reaches the corresponding tonnage stated
below, SITLA will report to BLM each month the total production from the tract:

Mill Fork Tract (Agreement § 3(K)) 21 million tons
Dugout Canyon and Muddy Tracts (Agreement § 3(L)) 33 million tons
North Horn Coal Tract (Agreement § 3(M)) 99 million tons

For purposes of this paragraph (c), and for determining when reversion occurs for the Mill Fork,
Dugout Canyon and Muddy, and North Horn Tracts under the cited Agreement provisions, coal is
considered to be produced when it is subject to royalty under the SITLA lease; and

d. Be reasonable and prudent in making operational and other lease management
decisions that would likely have consequences extending past the reversion date. SITLA agrees that
it will provide BLM and the USDA-Forest Service with an opportunity to provide advice regarding
those decisions. SITLA further agrees that for all such decisions made within one year of the
expected reversion date, BLM must concur with such decisions, such consent not to be unreasonably

withheld.

D. Reversion Issues
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1. SITLA agrees that all royalties received on production beyond the royalty and rental
income or tonnage amounts that trigger the reversion to the United States as provided in paragraphs
3(F). 3(K). 3(L), and 3(M) of the Agreement in the month in which the threshold royalty and rental
income or tonnage amount is reached will be paid to MMS by the last day of the second month
following the month in which the royalty or rental income or tonnage threshold amount is reached.

2. Any coal produced from a lease subject to reversion that was stockpiled before
reversion for which no royalty was paid to SITLA will be subject to payment of royalty to the United
States in accordance with MMS regulations.

3. Upon the occurrence of conditions subsequent, specific to each tract identified in
section 3(F), 3(K), 3(L), and 3(M) of the Agreement (the Cottonwood, Mill Fork, Dugout, Muddy,
and North Horn Tracts), each such tract will revert to the United States. Notwithstanding such
reversion, SITLA will remain responsible for: identifying the location of any reportable release
of hazardous substances or the discharge of oil (as those terms are defined in Part IV of this MOQOU)
prior to the reversion; characterizing the environmental condition of each such tract at the time
of reversion; and taking any response actions necessary for compliance with all applicable Federal
or State laws, arising from environmental conditions existing on each such tract at the time of
reversion, consistent with each tract's future anticipated use. SITLA will transmit to the United
States not more than two years prior to the expected date of reversion a schedule for the
completion of such actions prior to the date of reversion. If there is disagreement as to the
urgency, necessity, or degree of the response action required, the Parties will use the dispute
resolution procedure identified under this MOQU.

4. Under section 3(F) of the Agreement, the coal mineral interest in the Cottonwood
Tract reverts to the United States after SITLA receives 313,006,105 in royalty and rental income.
The Agreement also notes that such amount may be subject to adjustment for interest. The Parties
agree to determine the reversion as follows:

a. Under the Agreement, the $13,006,105 is an amount that SITLA is entitled
to above what the State would have received under the provisions of 30 U.S.C. 191 had all or part
of the Cottonwood Tract been leased by the United States. Therefore, the reversion will occur after
SITLA receives $26,012,210 in rental and royalty income from disposition of all or part of the coal
mineral interest in the Cottonwood Tract, subject to adjustment under paragraph 1.D.4(b). One-half
of what SITLA receives each month will reduce the $13,006,105 principal balance due under the
Agreement and be used to pay accrued interest under paragraph [.D.4.(b).

b.(i) To compensate SITLA for the time value of the money until it receives the
additional $13,006,105 under the Agreement, interest will be calculated at the end of each month on
the average daily remaining principal balance for that month (which starts at 513,006,105). The
interest rate will be the rate for a five-year Treasury note on the last business day of that month.
Interest will be calculated as simple jnterest and will begin accruing January 8, 1999,
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(i)  When SITLA receives rental or royalty income, on the day of receipt such
amounts will be applied first to accrued interest, and any remaining amount will reduce the principal

3 balance.

For example, assume that interest on $13,006,105 is $50,000 per month ($30,000 for January
1999). For the first six months, $280,000 in interest would accrue (no interest accrues on the
outstanding interest balance) and the principal balance would be unchanged. On the first day
of Month Seven, a lessee pays $200,000 in rental. Under patagraph 1.D.4.(a), $100,000
would be applied to reduce the interest balance from $280,000 to $180,000 and the principal
balance would not be reduced. But if in Month Seven that lessee paid $800,000 in rentals
instead of $200,000, then $400,000 would be applied to the outstanding principal and
interest. First, $280,000 would be used to pay accrued interest, and then $120,000 would be
used to reduce the principal balance. At the end of Month Seven, interest would be
calculated on a principal balance of $12,886,105 (assuming that is the average daily
outstanding principal balance for the month). Rental interest in Month Eight would be
applied first to that interest, and then the remainder would further reduce the $12,886,105

principal balance. :

Reversion will occur after SITLA receives rental and royalty income from some or all of the coal
mineral interest in the Cottonwood Tract totaling $26,012,210 plus an amount equal to the total of
the simple interest calculated on the principal balance under this paragraph.

5. To insure uninterrupted operations on coal leases that revert to the United States
pursuant to the Agreement, SITLA’s approval of a mine plan after consultation with BLM and
USDA-Forest Service (with respect to National Forest System lands) pursuant to the terms of this
Memorandum of Understanding, and the Utah Division of Oil, Gas, and Mining’s (DOGM) final
approval of a mine permit for such state leases under the Surface Mining Control and Reclamation
Act of 1977, will be deemed to satisfy any requirements for federal mining plan or resource
recovery and protection plan approval under 30 C.F.R. Part 746 and 43 C.F.R. Group 3400
applicable at the time of reversion, together with any requirements for concurrence in such plans
or permits by USDA- Forest Service applicable at the time of reversion. To the extent that
approvals by the State Historic Preservation Officer (SHPO), consultations with the U.S. Fish and
Wildlife Service pursuant to Section 7 of the Endangered Species Act, or other necessary
consultations or approvals were completed at the time of the original mine permit issuance, then
such approvals shall continue in effect and be deemed to satisfy any requirements or for such
consultations or approvals at the time of reversion. No later than one year prior to the anticipated
date of the reversion of each tract, the parties will consult with each other, the lease operator, and
the DOGM to determine whether additional approvals or consultations will be required, and each
Party agrees to take such steps and execute such documents as may be reasonably necessary to
ensure uninterrupted operations upon reversion.

T- -
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6. If SITLA approves a significant operational decision and the lessee makes a
substantial economic commitment based upon SITLA’s approval, BLM agrees after reversion to
abide by SITLA’s approval.

I1. Oil and Gas, Coal, and Other Mineral Royalty Issues

A. The State is entitled to all royalty revenues derived from existing leases on lands the

State is conveying to the United States under the Agreement on production occurring before the date

the lands are conveyed to the United States. The United States is entitled to all royalty revenues

. .derived from existing leases on lands the United States is conveying to the State under the
1 Agreement on production occurring before the date the lands are conveyed to the State.

B. Ifconveyance to the United States of lands subject to existing State-issued leases does
not occur on the first day of the period for which royalties accrue (for example, a production month
tor oil and gas leases or the month of shipment, sale, processing, or use for coal leases), the State is
entitled to that proportion of the royalty revenues derived from the lease for that period that equals
the number of days in the period before the date of conveyance divided by the number of days in the
period. If conveyance to the State of lands subject to existing Federal leases does not oceur at the
beginning of'a production month, the United States is entitled to that portion of the royalty revenues
derived from the lease for that month that equals the number of days in the month before the date
of conveyance divided by the number of days in the month.

For example, assume conveyance occurs on January 8, 1999. For an oil and gas lease that
requires monthly royalty payment, the transferor would retain 8/31 of the royalties due for
January production. The transferee would be entitled to 22/31 of the royalties due for
January production. For a mineral lease that requires quarterly royalty payments, the
transferor would retain 8/90 of the royalties derived from production in the first quarter of
1999, and the transferee would be entitled to 82/90 of those revenues.

: C. If either Party receives lease revenues to which the other Party is entitled under the
Agreement, the Party first receiving the money agrees to pay the amount to which the other Party is
entitled by the end of the second month following the month in which the revenues were received.

D. If annual lease rental payments for mineral leases are due before the date of
conveyance, the Party to whom the rental payment is owed on the due date is entitled to retain the
entire rental payment, regardless of whether the lease goes into production during the year for which

rental was paid.
El. If--

a. the lands within asingle lease are segregated asaresult ofa conveyance under
the Agreement; and
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b. the lease was not committed to any Federally-approved unit or
communitization agreement before conveyance,

then the Parties agree that so long as there is production in paying quantities from any well on either
of the segregated parcels, such production will hold each of the segregated leases in full force and

effect,

2. a. If'the well spacing unit from which production occurs lies entirely within the
boundaries of one of the segregated parcels, royalties on that production are payable only to the Party
who is the lessor of that parcel.

b. [f a well spacing unit has been established or is established in the future, and
parts of the spacing unit are within both of the segregated parcels, the Parties will allocate royalties
based on the proportionate acreage of the spacing unit within each parcel.

F. SITLA agrees that under section 3(P)(ii) of the Agreement, it will pay to MMS 50
percent of the bonus bid it receives when it issues each lease under section 3(P)(@i) of the Agreement,
reduced by 50 percent of administrative costs as prescribed in section 3(P)(ii), no later than the last
) day of the second month following the month in which the State receives the bonus payment. The

Parties further agree that for any lands or interests in land that the State receives from the United
States under the Agreement that are subject to an existing mineral lease, SITLA may amend or
replace a Federally-issued lease instrument, with the lessee’s consent, and not be subject to section
3(P)(i) as long as SITLA does not extend the lease term or add previously unleased acreage.

HI.  Mining Claim Administration

If any of the lands conveyed to the State under the Agreement are encumbered by mining
claims, mill sites, or tunnel sites located under the Mining Law of 1872, 30 U.S.C. § 22 et seq. --

A SITLA will:

1. Recognize the mining claimants’ and site holders’ interests in all valid mining claims
and site locations as property interests and allow them to develop those minerals or use the sites so
long as they comply with applicable laws and regulations including without limitation applicable
state filing and claim maintenance requirements; and

; 2. Adjudicate any mining claim or site validity issues in the appropriate state or Federal
t court according to the Mining Law of 1872, as amended, and case law interpreting that law.
B. BLM will provide notice to each mining claimant and site holder that its mining

claims or site locations --
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1. Will be administered by SITLA and that compliance with the state filing and claim
maintenance requirements contained in Utah Code Ann. Section 53C-2-104 will be required to avoid
abandonment of such claim under state law;

2. Will no longer be administered by the United States;

3. Will no longer be subject to Federal filing or fee requirements or BLM surface
management requirements; and

4. That the Secretary of the Interior no longer has jurisdiction to adjudicate the validity
of any mining claim or site.

Iv. Environmental Compliance
A. Definitions.

1. With respect to this Part IV of this MOU, unless otherwise defined herein, all
terms have the meaning provided under the Comprehensive Environmental Response,
Compensation, and Liability Act, 42 U.S.C. § 9601, er seq., and other applicable Federal

environmental laws.

2. The term "land" means lands, resources, and interests therein.

3. The term "hazardous substance" means any substance designated under 42
U.S.C. § 9601(14); any regulated substance contained in, or released from, any underground
storage tank, as defined by the Resource Conservation and Recovery Act at 42 U.S.C. § 6991, er
seg; and any substance defined and regulated as "hazardous” by applicable State law.

4. The terms "oil" and "discharge" are defined by the Clean Water Act at 33
U.S.C. §1321(2)(1) and 33 U.S.C. §1321(a)(2), respectively.

B. Environmental Compliance Responsibilities

The Parties agree to the following:
1. Apportionment of Costs and Funding of Obligations
Each Party will be responsible forthe costs associated with response actions and other actions
specified in this Part IV, on lands it transfers, except as provided in section IV(B)(2) of this MOU.
Commitments of any funds made pursuant to Part IV of this MOU will be subject to the availability

of appropriated funds. No provision of this Agreement requires the United States to obligate or pay
funds in contravention of the Anti-Deficiency Act, 31 U.S.C. § 1341, in any fiscal year for actions

10
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subject to the Agreement and this MOU. No provision of this Agreement obligates the State of Utah
or SITLA to obligate or pay funds not appropriated by the Utah legislature.

2. Assessment of Presumptive Baseline Contamination Existing at the Time
of Transfer

The Parties agree that they will conduct an investigation to establish a presumptive baseline

of sites on which a release of hazardous substances or discharge of oil has occurred (hereinafter,

“release sites"). The investigation will include an examination by the United States of the lands to

be transferred by the Parties and a complete search by SITLA and the State of files located in the

Utah Department of Environmental Quality pertaining to actions on the lands transferred as part of

the investigation. The Parties will complete such investigation prior to the date of transfer. The

release sites identified will constitute the presumptive baseline release sites existing on the lands to

be transferred at the time of transfer. The Parties are aware of the contractors, processes and

methodologies that will be used in the investigation, and agree that the contractors, processes and

methodologies are sufficient to establish the presumptive baseline release sites. The State or SITLA

will contribute $115,000 as its share of the investigation within 60 days from the date of transfer, for

:' the United States' Bureau of Land Management’s investigation pursuant to Bureau of Land

Management Contract No. 1422-N651-C4-3049, Task Order 98-5758, of the lands that the State or

SITLA will transfer to the United States. Simultaneous with the payment of such amount by the

State or SITLA, the United States will assign to the State or SITLA all rights of action against the
contractor, C.C. Johnson and Mahotra, arising out of the aforementioned contract.

3. Grant of Mutual Right of Access

The Partics will grant reciprocal rights of access to the transferred lands for the limited
purpose of taking any and all necessary actions related to the release, or potential release, of
hazardous substances or discharge of oil located on the subject lands and to conduct any and all
actions required under the terms of this MOU. Future use authorizations issued to third Parties will
be subject to rights of access under this paragraph. Each grant of access will be of such terms as are
mutually acceptable to the Parties.

4. Characterization of Contaminated Lands

a. The Parties will meet not later than 60 days after the date of transfer to address
the need for any further investigation, or any further environmental characterization, of sites
identified under Section IV(B)(2) of this MOU. At a minimum, the Parties agree to gather such
additional information as is necessaty to develop recommendations regarding any needed response
actions to ensure compliance with all applicable Federal and State laws, and to determine the

urgency of such action.

LI
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b. Characterization of the lands identified under Section IV(B)(2) will be
completed under the terms established under section IV(B)(4)(a) within 180 days after the date of
transfer. The Parties will make this information available to each other as it becomes available.

c. In the event that additional time is needed to complete any characterization

. tequired, including any additional characterizations required as a result of information gathered by

i the Parties, the Parties will consult with each other and agree as to the amount of time necessary to
complete such characterization. '

5. Response Actions on Contaminated Lands

The Parties will meet not later than 240 days after the date of transfer to develop plans to
address the necessity or urgency of response actions on the characterized release sites. Each Party,
to the extent responsible under any State or Federal law applicable at the time of transfer, will
address environmental conditions on the lands, which it has or will transfer, so that the lands are in
compliance with all applicable Federal or State law governing the release of hazardous substances
or the discharges of oil. The Parties will conduct response actions on any contaminated lands to
achieve a permanent remedy of conditions on the lands which pose a present or future threat to
human health or the environment, and to a condition consistent with the lands' reasonably anticipated
future tand use, as identified by the Party to whom the land was or will be transferred. If there is
disagreement as to the urgency, necessity, or degree of response action required, the Parties will use
the dispute resolution procedure identified under this MOU. Nothing herein prevents any Party from
seeking contribution or indemnification for the costs of response action from any persons or entities
who contaminated the lands or otherwise ensuring that responsible parties perform or contribute their

; share of the costs of response actions.

e’

6. Further Response Actions

As provided by this Section IV(B)(6), the Party that will transfer or has transferred the subject
land (hereinafter, “transferring Party*) will conduct and fund any reasonable additional response
action determined to be necessary by the Party which has or will receive the subject land (hereinafter,
"non-transferring Party”) after response actions under Section [V(B)(5) have been completed if:

a. The remedy fails (e.g., the remedy fails to meet previously identified response
action goals or response objectives) and such failure occurs not as a result of the acts or omissions
of the non-transferring Party;

b. Additional hazardous substance releases or discharges of oil are identified,
which are demonstrated by the non-transferring Party to have existed on the subject land prior to
ransfer and have not been previously identified, that create conditions inconsistent with the
established reasonably anticipated land use; or
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c. A statute, a regulation, a final and binding court order, or a final and
binding administrative order necessitates additional response actions to address the presence of
hazardous substances or discharges of oil attributable to the transferring Party on the property,
provided that the order is not occasioned by the non-transferring Party's physical activities on the

property.
7. Dispute Resolution

If a dispute arises under Part IV of this MOU that is not resolved informally between the
United States and the State or SITLA, then either Party may pursue the following dispute

resolution procedure:

a. The Party which seeks resolution will provide a written statement of its
A dispute, along with any rationale or supporting documents, to the other Party. The Parties will
engage in discussions in an attempt to arrive at a consensus and resolve the dispute.

b. If no resolution is reached within thirty (30) calendar days of receipt of the
statemnent of dispute, then the dispute may be elevated to the Parties’ respective headquarters-level
officials, or their designees. The headquarters-level officials for the United States and Utah will

~ engage in discussions in an attempt to arrive at a consensus. If consensus is not achieved, the
Parties will refer the matter in accordance with section IV(B)(7)(c) within thirty (30) calendar

days.

c. Any matter referred under section IV(B)(7)(b) will be elevated to the principal
environmental policy makers for the State or SITLA and the Department of the Interior, or the
Department of Agriculture in the case of a matter concerning NFS lands, who will resolve the matter,
and transmit their determination in written form to the Parties involved. In the case of Utah, the
principal environmental policy maker is the Governor of Utah or his or her designee. In the case of
the United States, the principal environmental policy maker is the Assistant Secretary, Land and
Minerals Management or his or her designee, except that with respect to matters involving NFS
lands, the principal environmental policy maker is the Under Secretary for Natural Resources and

Environment or his or her designee.

d. These time limits may be extended on the mutual agreement of the Parties to
the dispute.

V. Other General Provisions

A. The Parties will each provide notification of the conveyance and the terms of the
Agreement and this Memorandum of Understanding to any current lessees, permittees, and mining
claimants of record who hold interests in any lands subject to conveyance under the Agreement.
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B. For any contract for mineral materials under the Materials Act of 1947, 30 U.S.C. §§
601-604, applicable to lands conveyed to the State under the Agreement, payments under the
contract due to the United States for materials severed, extracted, or removed before the date of
iy conveyance will be paid to the United States.

C. For all non-mineral-related revenues (including for grazing permits and leases, rights-
of-way, recreation permits, filming permits, etc.), whichever Party is entitled to a payment due
before the date of conveyance will retain the full amount of the payment.

D. SITLA, BLM, and the USDA-Forest Service with respect to NFS lands, will share
information regarding properties transferred under the Agreement, except that proprietary coal data
and proprietary coal company data will not be shared with the USDA- Forest Service. SITLA, BLM
and the USDA-Forest Service will maintain the confidentiality of all proprietary and confidential
information to the extent authorized under applicable law.

E. SITLA, BLM, and the USDA-Forest Service with respect to NFS lands, will work
to establish Intergovernmental Personnel Act assignments from their respective staffs to further the
implementation of this Memorandum of Understanding.

F. SITLA and BLM, and the USDA-Forest Service with respect to NFS lands, each will
provide technical assistance to the other to facilitate implementation of the Agreement.

i G. With respect to any administrative appeals within DOI, USDA-Forest Service or the
State pending on the date of conveyance involving lands conveyed to SITLA or to the United States
under the Agreement that encompass issues that may have prospective implications, the Parties agree
to work cooperatively to analyze and resolve the effect of the conveyance on those matters.

H. Each Party conveying land under the Agreement will, upon request of the Party
receiving the land, seek to enforce existing surety or financial guarantees for unfulfilled lease
obligations existing on the date of conveyance that the lessee does not correct.

I SITLA agrees that if MMS does not receive any of the amounts due under the
Agreement by the date those amounts are due under this Memorandum of Understanding, SITLA
will pay interest on any unpaid amount from the date due until the-date paid at the same five-year
Treasury note simple interest rate prescribed in section 1.D.4.(b) of this Memorandum of

Understanding.

J. Nothing in this Memorandum of Understanding is intended to limit the rights or
obligations of the Parties under the Act or Agreement.

K. This Memorandum of Understanding is subject to modification by later agreement
in writing.

14
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L. For purposes of this Memorandum of Understanding, references to the State of Utah
may mean SITLA, and references to SITLA may mean the State of Utah, as the context requires.

M. This Memorandum of Understanding may be executed in counterparts, each to be
considered an original for all purposes, and collectively to be considered a single document.

[The remainder of this page is intentionally blank.]
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VL. Exclusion

This Memorandum of Understanding does not apply to lands conveyed to the United States
under paragraphs 2(A) and 2(B) of the Agreement, which the United States will hold in trust for the
Navajo Nation and Goshute Tribe, respectively, and which will be the subject of a separate
Memorandum of Understanding among the Parties and the Navajo Nation and Goshute Tribe.

IN WITNESS WHEREOF, the Parties have executed this Agreement.

FOR THE UNITED STATES DEPARTMENT OF THE INTERIOR

By:

Title:

Date:

FOR THE UTAH SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION

sy Daail T 7oy APPROVED AS TO FORM:
4 JAN GRAHAM

Title: D, Recrer

Date: ___Jarwagry S, (999 Ry

FOR THE UNITED STATES DEPARTMENT OF AGRICULTURE

By:

Title:

Date:

15
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VI.  Exclusion

This Memorandum of Understanding does not apply to lands conveyed to the United States
under paragraphs 2(A) and 2(B) of the Agreement, which the United States will hold in trust for the
Navajo Nation and Goshute Tribe, respectively, and which will be the subject of a separate
Memorandum of Understanding among the Parties and the Navajo Nation and Goshute Tribe.

IN WITNESS WHEREOF, the Parties have executed this Agreement.

Title: Au% WW}M@MW
JAN -5 99

FOR TI-]:*.Z?D STATES DEPARTMENT OF THE INTERIOR
By: ) )
/

Date:

FOR THE UTAH SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION

By:

Title:

Date:

FOR THE UNITED STATES DEPARTMENT OF AGRICULTURE

By:

Title:

Date:

15
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VI. Exclusion

This Memorandum of Understanding does not apply to lands conveyed to the United States
under paragraphs 2(A) and 2(B) of the Agreement, which the United States will hold in trust for the
Navajo Nation and Goshute Tribe, respectively, and which will be the subject of a separate
Memorandum of Understanding among the Parties and the Navajo Nation and Goshute Tribe.

IN WITNESS WHEREOF, the Parties have executed this Agreement.
FOR THE UNITED STATES DEPARTMENT OF THE INTERIOR

By:

Title:

Date:

FOR THE UTAH SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION

By:

v
£
e

Title: Deputy Under Secretary, Natural Resources and Environment
JAN -5 939

Date: __.
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APPENDIX 1

Provisions relating to “Hazardous Substances," and “Indemnification” in each lease SITLA issues
on lands subject to reversion to the United States under sections 3(F), 3(K), 3(L), and 3(M) of the
Agreement (the Cottonwood, Mill Fork, Dugout, Muddy, and North Horn tracts) will include:

Hazardous Substances. Lessee [or other occupant pursuant to any agreement
authorizing mining] shall not keep on or about the premises any hazardous
substances, as defined under 42 U.S.C. § 9601(14) or any other Federal
environmental law, any regulated substance contained in, or released from, any
underground storage tank, as defined by the Resource Conservation and Recovery
Actat42 U.S.C. § 6991, et seq, or substances defined and regulated as "hazardous
" by applicable State law, (hereinafter, for the purpose of this paragraph,
collectively referred to as, "Hazardous Substances") unless such substances are
reasonably necessary in Lessee's mining operations, and the use of such substances
or tanks is noted and approved in the Lessee’s mining plan, and unless Lessee
fully complies with all Federal, State and local laws, regulations, statutes, and
ordinances, now in existence or as subsequently enacted or amended. Lessee shall
immediately notify Lessor, the Bureau of Land Management, and any Federal,
State and local agency with jurisdiction over the subject land, or contamination
thereon, of (I) all reportable spills or releases of any Hazardous Substance affecting
the Leased Premises, (ii) all failures 1o comply with any applicable Federal, state
or local law, regulation or ordinance. as now enacted or as subsequently enacted
or amended, (iii) all inspections of the Leased Premises by, or any correspondence,
order, citations, or notifications form any regulatory entity concerning Hazardous
Substances affecting the Leased Premises, (iv) all regulatory orders or fines or all
response or interim cleanup actions taken by or proposed to be taken by any
government entity or private Party concerning the Leased Premises.

P

Hazardous Substances Indemnity. Lessee [or other occupant pursuant to any
agreement authorizing mining] shall indemnify, defend, and hold harmless Lessor

0 and the United States (as successor Lessor or owner pursuant to reversion or as
2 owner of surface estate) its agencies, employees, officers, and agents with respect
to any and all damages, costs, fees (including attorneys' fees and costs), penalties
(civil and criminal), and cleanup costs assessed against or imposed as a result of
Lessee's use, disposal, transportation, generation and/or sale or location upon or
affecting the Leased premises of hazardous substances, as defined under 42 U.S.C.
§ 9601(14) or any other Federal environmental law, any regulated substance
contained in, or released from, any underground storage tank, as defined by the
Resource Conservation and Recovery Act at 42 U.S.C. § 6991, et seq., or
substances defined and regulated as "hazardous" by applicable State law, or that of
Lessee's employees, agents, assigns, sublessees, contractors, subcontractors,

17
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licensees or invitees, and for any breach of this lease's provisions concerning the
aforementioned substances or tanks.

e,
-

18
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l.,.’ 5

FIRST AMENDMENT TO MEMORANDUM OF UNDERSTANDING BETWEEN THE
UTAH SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION, THE
UNITED STATES DEPARTMENT OF AGRICULTURE, AND THE UNITED STATES
DEPARTMENT OF THE INTERIOR

Recitals

A The Utah Schools and Land Exchange Act of 1998, Pub. L. 105-335, 112 Stat. 3139 (the
“Act”), ratified the May 8, 1998 “Agreement to Exchange Utah School Trust Lands
Between the State of Utah and the United States of America™ entered into between the
State of Utah and the United States of America (the “Agreement”).

B. On or about January 5, 1999, the United States Department of the Interior (“DQOI™), the
United States Department of Agriculture, Forest Service (“USDA-Forest Service”), and
the Utah School and Institutional Trust Lands Administration (“SITLA”) (collectively the
“Parties”) entered into a Memorandum of Understanding concerning the implementation
of the Act and the Agreement (the MOU™),

C. Pursuant to Section LB. of the MOU, SITLA agreed that for each coal lease that SITLA
issues on lands subject to reversion to the United States under sections 3(), 3(K), 3(L)
and 3(M) of the Agreement (the Cottonwood, Mill Fork, Dugout, Muddy and North Hom
Tracts), SITLA would include certain specific lease provisions intended to protect the
reversionary interests of the United States in those tracts.

D. The Parties desire to amend and restate Section LB. of the MOU to provide more
‘workable lease provisions.

E. The Parties further desire to amend the MOU to address unanticipated issues concerning
venting of coalbed methane for safety reasons, issuance of potentially-conflicting leases
and permits, confidentiality of operator data, and Mineral Leasing Act acreage limitations.

Amendment to Memorandum of Understanding
1. Amended and Restated Section LB. Section 1B, of the MOU is hereby amended and

restated in its entirety as follows:

B. Lease Instrument Contents

SITLA agrees that for each coal lease SITLA issues on lands subject to reversion

to the United States under sections 3(F), 3(K), 3(L) and 3(M) of the Agreement (the
Cottonwood, Mill Fork, Dugout, Muddy and North Horn Tracts), SITLA will include the

following provisions in the lease terms: ‘

1. Reversion of I eased Premises to United States. Pursuant to the May 8, 1998
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“Agreement to Exchange Utah School Trust Lands Between the State of Utah and
the United States of America”, as ratified by Pub. L. No. 105-335, 112 Stat. 3139,
ownership of the Leased Premises shall revert to the United States when

S TRACT-SPECIFIC ION PROVISIONS HERE
—. Upon reversion, the United States shall succeed the State of Utah as
Lessor.

2. Ro Valuation After Reversion. After reversion of the Leased Premises to the
United States, the Secretary of the Interior may establish the reasonable value of
post-reversion production for royalty purposes in the same manner and by the
same methods as the United States establishes value under coal leases issued by the

United States.

3. Regulation Upon Reversion. After reversion of the Leased Premises to the United
States pursuant to paragraph ____, Reversion of Leased Premises to United
States, Lessee will be subject to the requirements of the Mineral Leasing Act, 30
U.S.C. §§ 181 et seq. (the “MLA™), and to the royalty, operating, and
administrative procedure rules and regulations of the Department of Interior, the
Minerals Management Service, and the Bureau of Land Management, and to any
other federal laws and regulations generally applicable to coal leases issued under
the MLA to the same extent as if the Lease were a federally-issued lease.
Notwithstanding the foregoing, to the extent that the State, as Lessor, approves a
significant operational decision prior to reversion, and Lessee makes a substantial

_ economic commitment based upon that approval, Lessee may continue to rely
upon that approval after reversion; provided, however, that no such approval shall
.act to limit the liability of Lessee, if any, under CERCLA, RCRA, the Clean Water
Act, 33 U.S.C. § 1251 et seq or other applicable environmental law. Upon
reversion, nothing in this paragraph shall be deemed to require or suggest that the
Leased Premises be included in the calculation of acreage held by Lessee for the
purposes of the acreage limitation provisions of the MLA and associated

regulations,

4, Hazardous Substances. Lessee [or other occupant pursuant to any agreement
authorizing mining] shall not keep on or about the premises any hazardous
substances, as defined under 42 U.S.C. § 9601(14) or any other Federal
environmental law; any regulated substance contained in or released from any
underground storage tank, as defined by the Resource Conservation and Recovery
Act, 42 U.S.C. § 6991, et seq; or any substances defined and regulated as
“hazardous™ by applicable State law, (hereinafter, for the purposes of this Lease,
collectively referred to as “Hazardous Substances™) unless such substances are
reasonably necessary in Lessee’s mining operations, and the use of such substances
or tanks is noted and approved in the Lessee’s mining plan, and unless Lessee fully
complies with all Federal, State and local laws, regulations, statutes, and
ordinances, now in existence or as subsequently enacted or amended, governing
Hazardous Substances. Lessee shall immediately notify Lessor, the Bureau of

DOI-2019-07 02781

L e e e e e e e



FOIA001:01704601

Land Management, the surface management agency, and any other Federal, State
and local agency with jurisdiction over the Leased Premises, or contamination
thereon, of (i) all reportable spills or releases of any Hazardous Substance affecting
the Leased Premises; (ii) all failures to comply with any applicable Federal, state or
local law, regulation or ordinance governing Hazardous Substances, as now
enacted or as subsequently enacted or amended,; (iii) all inspections of the Leased
Premises by, or any correspondence, order, citations, or notifications from any
regulatory entity concerning Hazardous Substances affecting the Leased Premises;
and (iv) all regulatory orders or fines or all response or interim cleanup actions
taken by or proposed to be taken by any government entity or private Party
concerning the Leased Premises.

Hazardous S ces Indemnity. Lessee [or other occupant pursuant to any
agreement authorizing mining] shall indemnify, defend, and hold harmless Lessor
and the United States (as successor Lessor or owner pursuant to reversion or as
owner of surface estate) its agencies, employees, officers, and agents with respect
to any and all damages, costs, liabilities, fees (including attorneys’ fees and costs),
penalties (civil and criminal), and cleanup costs arising out of or in any way related
to Lessee’s use, disposal, transportation, generation, sale or location upon or
affecting the Leased Premises of Hazardous Substances, as defined in this Lease.
This indemnity shall extend to the actions of Lessee’s employees, agents assigns,
sublessees, contractors, subcontractors, licensees and invitees. Lessee shall further
indemnify, defend and hold harmless Lessor and the United States from any and all
damages, costs, liabilities, fees (including attorneys’ fees and costs), penalties
(civil and criminal), and cleanup costs arising out of or in any way related to any
breach of the provisions of this Lease concerning Hazardous Substances. This
indemnity is in addition to, and in no way limits, the general indemnity contained in
paragraph 16.1 of this Lease.

Waste Certification. The Lessee shall provide upon abandonment, transfer of
operation, assignment of rights, sealing-off of a mined area, and prior to lease
relinquishment, certification to the Lessor and the Bureau of Land Management
that, based upon a complete search of all the operator’s records for the Lease, and
upon its knowledge of past operations, there have been no reportable quantities of
hazardous substances as defined in 40 Code of Federal Regulations §302.4, or
used oil as defined in Utah Administrative Code R315-15, discharged (as defined
at 33 U.S.C. §1321(a)(2)), deposited or released within the Leased Premises,
either on the surface or underground, and that all remedial actions necessary have
been taken to protect human health and the environment with respect to such
substances. Lessee shall additionally provide to Lessor and the Bureau of Land
Management a complete list of all hazardous substances, hazardous materials, and
their respective Chemical Abstracts Service Registry Numbers, and oil and
petroleum products used or stored on, or delivered to, the Leased Premises. Such
disclosure will be in addition to any other disclosure required by law or agreement,
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7. Lease Bond Required. At the time this Lease is executed, Lessee shall execute
and file with the Lessor a good and sufficient bond or other financial guarantee
acceptable to Lessor in order to: (a) guarantee Lessee’s performance of all
covenants and obligations under this Lease, including Lessee’s obligation to pay
royalties; and (b) ensure compensation for damage, if any, to the surface estate and
any surface improvements. The Lease Bond shall meet all federal mineral lease
bond requirements as described in 43 Code of Federal Regulations Subpart 3474.
The Lease Bond shall further provide that upon forfeiture after reversion of the
Leased Premises to the United States, the Lease Bond shall be payable to the

Secretary of the Interior.

8. Royalty Payment. After reversion of the Leased Premises to the United States
pursuant to paragraph ___, Reversion of Leased Premises to United States, Lessee
shall report production and royalties monthly in accordance with applicable federal

regulations,
9, Federal Inspections. Lessee agrees that, prior to reversion of the Leased Premises

to the United States, employees and authorized agents of the Bureau of Land
Management (“BLM”) may conduct underground inspections of the Leased
Premises, both independently and in cooperation with the State in its capacity as
Lessor, After reversion, employees and authorized agents of BLM may conduct
underground inspections of the Leased Premises under the authority of applicable

federal laws and regulations.

2, Venting of Coalbed Methane for Safety Reasons. In patents for coal tracts issued to

SITLA pursuant to the Act, DOI reserved coalbed methane to the United States. Under
certain circumstances, venting of coalbed methane may be necessary to ensure the safety
of coal mining operations and/or compliance with safety regulations imposed by the U.S.
Mine Safety and Health Administration (“MSHA”). DOI agrees that it will not
unreasonably withhold consent to the venting of coalbed methane by SITLA’s coal lessees
as necessary for safety reasons and/or MSHA compliance. Such consent may be
conditioned upon resolution of conflicts with existing federal oil and gas leases, payment
of royalties for coalbed methane that is captured and used by the lessee, and other
requirements that would not unreasonably interfere with coal mining operations,

3. Qonsilltation Concerning Pgtentially-Conflicting Uses. In order to minimize conflicts

with coal mining operations, DOI and USDA-Forest Service agree to consult with SITLA
prior to issuance of federal leases and permits that have the potential to conflict with coal
mining operations on coal tracts conveyed to SITLA pursuant to the Agreement, including
but not limited to oil and gas leases and power line and utility easements.

4, nfidentiali Operator Data. To the extent permissible by applicable federal law,
DOI shall keep confidential geologic and business data obtained by it pursuant to its right
under this MOU to conduct underground inspections of coal tracts that are subject to
reversion to the United States under the Agreement.
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5. Mineral Leasing Act Acreage Limitations. DOI recognizes and acknowledges that

leases issued by SITLA on coal tracts that are subject to reversion to the United States
under the Agreement do not constitute leases issued under the Mineral Leasing Act, 30
U.S.C. §§ 181 ef seq. (the “MLA”). As such, the acreage within leases issued by SITLA
shall not be considered by DOI in the calculation of lessee acreage limitations under the
MLA upon reversion of the underlying tracts to the United States pursuant to the
Agreement.

6. Effect of Indemnity. It is the understanding of SITLA that the general indemnity
provisions contained in paragraph 16.1 of the proposed SITLA coal lease form for tracts
in which the United States has a reversionary interest, as that paragraph of such lease form
is attached hereto and incorporated by reference, extends to indemnification of the Lessor
(including the United States as successor Lessor after reversion of the Leased Premises to
the United States) for claims, demands, liabilities, damages and penalties incurred as a
result of the Lessee’s violation of applicable statutes, regulations and ordinances relating
to public health, pollution control, management of hazardous substances and
environmental protection, compliance with which is required pursuant to paragraph 9.3 of
the proposed lease form (as such paragraph is also attached hereto and incorporated by

reference).

7. TIransfer of Minimum Royalty Credit Balance at Reversion. It is contemplated by the

Parties that leases of coal tracts acquired by SITLA purgyant.to the Act may require the
coal lessee to pay minimum Jease royaltxes to keep the réspéctive leases in effect beyond
the primary term, and that such minimum royalties will constitute a credit against future
production royalties. The Parties further contemplate-the possibility that, at the time
certain tracts revert to the United States, the lessee may have paid to SITLA minimum
royalties in an amount which would create a credit against production royalties accruing to
the United States on production after reversion. In order to prevent loss to the United
States in such event, SITLA agrees to pay to the United States any credit balance that
exists in the minimum royalty account of any coal lease of the Mill Fork, Dugout, Muddy,
or North Horn tracts at the time of reversion of that lease. SITLA shall pay such credit
balance(s), without interest on accrued amounts, to the United States within ninety (90)
days of the reversion. Nothing in this paragraph shall obligate SITLA to pay interest to
the United States on minimum royalty amounts collected by it prior to reversion. In the
event that any lease of the above-described tracts terminates or is canceled ptior to
reversion, SITLA shall be entitled to retain all minimum royalty amounts collected by it
under that lease without obligation to the United States at the time of any future reversion.
Nothing in this paragraph shall prevent SITLA from recouping or recovering from the
State of Utah the State’s proportionate share of previously collected and distributed
minimum royalties that are required to be paid to the United States pursuant to this
paragraph, or from reserving from distributions such amounts as are deemed necessary to

meet SITLA’s potential obligation under this paragraph.
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8. Effect of Amendment, Except as expressly amended herein, the MOU is unamended and
remains in full force and effect by and between the Parties.

IN WITNESS WHEREOF, the Parties have executed this First Amendment to the MOU.

FOR THE UNI /[E STATES DEPARTMENT OF THE INTERIOR
f N

Title: Picm w@\é@\sﬂ\ NT e (eidRy
MAR 23 1999

Date:

FOR THE UTAH SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION
By Ol 7 7;,7,

Title:‘ D IREC TR
Date:
FOR UNITED STATES DEPARTMENT OF AGRICULTURE

Tx}t,l.e m{“‘/\ UV\M SLCAL | ‘ | ;
Date: L{ / G ?CI W |
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9.3

16.1

ATTACHMENT

SITLAC ease Form P hs 9.3 and 16.1

Other Applicable Laws and Regulations. Lessee shall comply with all applicable federal,

state and local statutes, regulations, and ordinances, including without limitation the Utah
Coal Mining and Reclamation Act, applicable statutes and regulations relating to mine
safety and health, and applicable statutes, regulations and ordinances relating to public
health, pollution control, management of hazardous substances and environmental

protection.,

Indemnity. Except as limited by paragraph 7.2, Inspection, Lessee shall indemnify and
hold Lessor and the United States (as successor Lessor or owner pursuant to reversion or
as owner of surface estate) harmless for, from and against each and every claim, demand,
liability, loss, cost, damage and expense, including, without limitation, attorneys’ fees and
court costs, arising in any way out of Lessee’s occupation and use of the Leased Premises,
including without limitation claims for death, personal injury, property damage, and unpaid
wages and benefits. Lessee further agrees to indemnify and hold Lessor harmless for,
from and against all claims, demands, liabilities, damages and penalties arising out of any
failure of Lessee to comply with any of Lessee’s obligations under this Lease, including

without limitation attorneys’ fees and court costs.
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Historical Oil and Gas Production GSE National Monument Upper Valley Field
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API

4301710185
4301730012
4301730013
4301730015
4301730021
4301730030
4301730039
4301730067

TOTAL

RPT_Year
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

WELL_NAME
GOVT 2

uv 18

uv 19

uv 12

uv 21

UPPER VALLEY U 23

uv 27

LITTLE VALLEY FED 1

Oil (bbls)

104,218.00
119,507.00
100,917.00
183,133.00
160,275.00
116,671.00
145,772.00
150,860.00
129,073.00
99,349.00
110,172.00
98,434.00
84,900.00
88,631.00
76,616.00
85,275.00
75,286.00
74,449.00
69,177.00
61,615.00
59,800.00
61,136.00
62,582.00
64,352.00
61,880.00
68,923.00
72,830.00
68,328.00
65,828.00
63,709.00
65,864.00
63,934.00
63,824.00
61,578.00
59,636.00
60,338.00
57,856.00
54,005.00
51,423.00
50,409.00
50,969.00
50,622.00
50,401.00
47,338.00
47,681.00
46,337.00
45,910.00
45,538.00
6,570.00

3,763,931.00

LOCATION_SURF_WCR
0333 FNL 0293 FWL
2100 FSL 0200 FWL
0360 FNL 0735 FWL
2085 FSL 0810 FWL
0775 FNL 0740 FWL
2180 FNL 1645 FWL
1540 FSL 1830 FEL
1985 FNL 1965 FWL

GAS (mcf)

438.00
1,742.00
1,448.00
1,813.00
1,174.00
1,168.00
1,539.00
1,812.00
1,785.00
1,756.00
1,885.00
2,010.00
2,120.00
2,063.00
2,063.00
1,828.00
1,852.00
1,955.00
2,357.00

336.00

33,144.00

QTR_QTR
NWNW
NWSW
NWNW
NWSW
SWSW
SENW
NWSE
SENW

Water (bbls)

543,646.00

859,674.00
1,011,394.00
1,986,192.00
2,114,010.00
2,253,331.00
2,151,529.00
2,334,533.00
2,499,352.00
1,749,170.00
2,255,569.00
2,183,022.00
1,885,062.00
2,184,515.00
2,196,750.00
2,665,360.00
2,283,594.00
1,850,675.00
1,762,112.00
1,411,176.00
1,655,753.00
1,937,637.00
2,000,266.00
2,007,402.00
2,106,751.00
2,185,985.00
2,216,784.00
2,365,874.00
2,222,047.00
2,026,691.00
2,263,879.00
2,187,330.00
2,256,954.00
2,258,223.00
2,298,116.00
2,359,269.00
2,376,104.00
2,458,079.00
2,576,723.00
2,558,164.00
2,488,256.00
2,446,403.00
2,609,873.00
2,618,375.00
2,643,448.00
2,515,483.00
2,409,415.00
2,324,769.00

334,110.00

102,888,829.00

SECTION RANGE

08
31
06
06
07
30
07
18

R0O2.0E
RO2.0E
R0O2.0E
R0O2.0E
RO2.0E
R02.0E
RO2.0E
R02.0E

MERIDIAN COUNTY

v u uvu uvu unu unu ouon

GARFIELD
GARFIELD
GARFIELD
GARFIELD
GARFIELD
GARFIELD
GARFIELD
GARFIELD

LEASE_NUM
SL-065689
U-019378
UTU 019378
U-019378
U-019379
U-013734
U-019379
U-0128443

LA_PA_DATE TOTAL_CUM_OIL

10/26/1952

1,425,264.00
200,505.00
462,321.00
332,176.00
322,964.00
1,056,705.00

3,799,935.00

TOTAL_CUM_GAS TOTAL_CUM_WATER

17,319.00

4,788.00
5,600.00

5,437.00

33,144.00

51,466,194.00
6,907,106.00
19,108,187.00
7,156,439.00
6,645,860.00
12,795,229.00

104,079,015.00

UNIT_NAME

UPPER VALLEY
UPPER VALLEY
UPPER VALLEY
UPPER VALLEY
UPPER VALLEY
UPPER VALLEY

GIS_STAT_TYPE COMPANY_NAME

PA

POW
WIW
SOW
POW
WIW
POW
POW

CALIFORNIA OIL CO

CITATION OIL & GAS CORP
CITATION OIL & GAS CORP
CITATION OIL & GAS CORP
CITATION OIL & GAS CORP
CITATION OIL & GAS CORP
CITATION OIL & GAS CORP
CITATION OIL & GAS CORP

ORIG_COMPL_DATE  ORIG_TD
10/26/1952 7114
4/29/1969 7074

6/5/1969 7157

7/28/1969 7220

2/23/1970 9951

6/23/1971 6900
11/29/1971 7315
12/16/1974 7695
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Trust Lands Administration

State of Utah School and Institational Trust Lands Administration
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Trust Lands Administration

State of Utah School and Institutional Trust Lands Administration

Fiscal Year 2013 Annual Report
July 1,2012 — June 30, 2013
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Message from the Director

Strong business leadership and prudent land stewardship practices marked a
successful 2013 fiscal year for the Trust Lands Administration. The agency celebrated
20 years of oil and gas operations within the Drunkards Wash Unit on its West Price/
Ferron Block. Since 1994, oil and gas development within this unit has generated
$140 million for the Permanent School Fund and other beneficiaries.

Also this fiscal year, our principal role in the completion of a complex multi-agency
land exchange helped protect wildlife habitat and provide property for a significant
portion of the Utah Department of Transportation’s Mountain View Corridor project
in Salt Lake County, while generating $6.6 million for the Permanent School Fund.

In addition, the agency was instrumental in selling property in a collaborative effort
that fulfilled mitigation requirements for three southern Utah airports impacted by
the Utah prairie dog, a species listed as ‘threatened’ under the Federal Endangered
Species Act.

Also noteworthy is the significant increase in revenues produced by our Planning
and Development Business Group. This year’s performance exceeded the last four-
year average earnings by approximately $9 million.

Total revenue from management and development of trust lands exceeded $106
million this year. The Permanent School Fund topped $1.6 billion during this fiscal
year, providing nearly $40 million to K-12 schools and supporting critical academic
programs identified by individual School Community Councils. Another $3.8 million
was distributed to 11 other beneficiaries.

The accomplishments outlined in this year’s annual report are due to the work of
the agency’s management team, its employees, and the Board of Trustees. I want to
personally thank each of them for their professionalism, dedication, and efficiency
in managing Utah’s trust lands.

Kevin S. Carter
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Cash Flow Fiscal Year 2013

Agency-Generated Revenue:
$106.4 million

Non-Land Sales Revenue: Land Sales Revenue:
$86.3 million $20.1 million

Agency Expenditures: _ _
All sales revenue is deposited

directly into the permanent fund
of each beneficiary

Operating Costs - $9.6 million
Capital Costs - $.6 million
Stewardship Costs - $.8 million

$68.5 million

Deposited in the Permanent School Fund

$3.8 million

Distributed to the other beneficiaries

Total revenue deposited
in permanent funds or
distributed to beneficiaries:

$3.9 million $96.3 million

of unspent appropriation to be returned
to all beneficiaries in FY 2014
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Mining Group

Oil & Gas Group

2013 Fiscal Year Highlights

0Oil Shale: The group competitively offered a 643-acre school section in Uintah
County for oil shale lease. The parcel is strategically located and received a respectable
bonus bid of $631,000, which is slightly more than $981 per acre. This successful lease
demonstrates the importance of waiting for prime market conditions before offering
select parcels for lease.

Coal: The Minerals Group successfully gained a contract presence in the Alton
Coal Field. This exploration agreement includes an option to lease with Alton Coal
Development, LLC., a pioneer in developing and mining southern Utah’s vast

coal resources.

Sand and Gravel: The group reported sand and gravel production gained a moderate
increase of five percent over last fiscal year. Located primarily on trust lands in Vernal,
Price, Moab, and St. George, aggregates are used in a variety of materials, almost
exclusively within the construction industry.

Drunkards Wash Revenue: The Oil and Gas Group marked 20 years of ConocoPhillips
operations within the Drunkards Wash Unit of the West Price/Ferron Block. Acquisition
of additional land within this unit from the federal government, propelled oil and gas
development into a position of providing stable, long-term revenues to the Permanent
School Fund and other beneficiaries. The unit has and continues to provide revenue to
the Division of Wildlife Resources for mitigation and ongoing wildlife studies in Carbon
and Emery counties. Of the $700 million in gross revenues derived from oil and gas
since 1994, $140 million originated from this unit.

Well Site Review: The group reviewed operations and reclamation at 2,592 well sites
located on trust lands throughout Utah. Due to diligence, no environmental incidents
have resulted in permanent damage.
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Planning &
Development Group

Surface Group

Staff reported revenues for 2013 improved substantially, ending the year at just under
$14 million. Total revenue over the past four fiscal years averaged $4,514,700 annually
as aresult of the significant downturn in global and national real estate markets.
However, signs of a positive, albeit slow, recovery began to appear in 2012.

State Interagency Land Exchange/Sale: Staff completed an interagency land

swap with the Division of Wildlife Resources (DWR) and Utah Department of
Transportation (UDOT) that earned $6.6 million for the Permanent School Fund. The
agency traded 7,000 acres of unusable lands located within Wildlife Management Areas
to DWR in exchange for a parcel at 5600 West 2100 South in Salt Lake County, which
was then sold to UDOT to secure a one-mile section for the Mountain View Corridor.

Protected Species Mitigation: The Surface Group helped local, federal, and private
agencies protect habitat for the federally threatened Utah prairie dog. The sale of 800
acres of prairie dog habitat in Garfield County to The Nature Conservancy, fulfilled
mitigation requirements for the loss of habitat at three airports in Iron and Wayne
counties. The mitigation funds of $800,000 from the Federal Aviation Administration
used for the sale were deposited into the Permanent School Fund.

Wildfire Reclamation: The group reported an unusually severe year for wildfires
throughout Utah. Seven of the 12 fires affecting trust lands were significant, burning
6,148 acres, which required rehabilitation to protect watersheds and other values. The
agency is an active partner in Utah’s Watershed Restoration Initiative (UWRI), which
is instrumental in mobilizing collaborative fire restoration projects. Trust Lands spent
$450,000 to seed affected acreage, and were supported by an additional $318,000 from
other UWRI partners to meet additional seed, labor, and equipment expenses to
complete fire rehabilitation work.
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Audit Group

Renewable Energy Projects - Solar: The Surface Group noted an increased
interest in renewable energy development, particularly solar energy, on trust lands
this year. The largest and most significant project was a 300-megawatt photovoltaic
solar development project on 1,754 acres of trust lands near the Intermountain Power
Project plant in Millard County. When complete, it will be one of the largest solar
energy projects in the country. This project and two smaller solar leases in Beaver and
San Juan counties are expected to bring significant revenue to the Permanent School
Fund through lease rental and royalty payments.

LaSal Off-Highway Vehicle Pilot Project: The agency completed a 135-mile
off-highway vehicle (OHV) trail system on 28,000 acres in the La Sal Mountains.
Trust Lands led several public meetings involving officials from Grand and San Juan
counties, and representatives from the Divisions of Wildlife Resources and State
Parks, and off-roading groups. Funds for the project came from a $1.50 surcharge on
all OHV registrations. This collaborative project successfully curbed historic
resource degradation caused by undisciplined OHV use on two of the agency’s
premier land blocks.

Legitimizing County Road Claims: The Surface Group completed its sixth year
of engaging with rural counties to legitimize county-claimed roads located on trust
lands. Analysis is now complete for the final group of Class B and the first block of
Class D roads. Efforts this year yielded 63.53 miles of roads perfected as easements
and 199.28 miles of roads recognized as valid existing rights through formal
disclaimers of interest. Our agency formalized a partnership with the Permanent
Community Impact Fund Board, which will assist counties with road easement
purchases and facilitate efficient completion of legitimizing remaining roads.

Audit staff recovered approximately $1.3 million in unpaid royalties by conducting
revenue compliance reviews to determine if lessees properly reported commodity
volumes. Following an audit schedule approved by the director, the group meets

at various times throughout the year with the Board of Trustees Audit Committee.
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Legal Group The Legal Group supervised the successful completion of appraisals for the Utah
Recreation Land Exchange Act (URLEA). Authorized by Congress in 2009, the URLEA
exchange will convey 25,000 acres of trust lands in the scenic Colorado River corridor
near Moab for 35,000 acres of federal land in the Uintah Basin that has considerably
higher potential for oil and gas development. Closing of the exchange is expected
to occur in early 2014.

Environmental Compliance: The Compliance Group increased lease reviews and
inspections to insure lessees use best management practices and reduce the likelihood
of exposing the agency to environmental liabilities, legal issues, and remediation costs.
This proactive management strategy has and will continue to substantially reduce
liability risks in the long term and promote good stewardship of the land.

Information Technology The Technology Group successfully deployed a web-based GIS platform for online

& Geographic Information  ,1d mobile use. The new platform allows employees and others to view, query, and

Systems Group collect data on trust land parcels with hand-held devices. These tools increase

productivity from field to office.
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Today, the Trust Lands Administration manages
3.4 million acres of land and an additional 1.1 million

acres of mineral estate to benefit 12 state institutions,
known as beneficiaries.

The School and Institutional Trust Lands Administration manages trust lands on behalf of
and for the exclusive benefit of 12 state institutions designated by the U.S. Congress in 1894.

- . - . n . At the time of statehood, Congress granted parcels of land to Utah
from which revenue could be generated to support designated state

institutions. These trust land parcels were allocated by apportioning
the state into townships, each six by six miles, and dividing each
township into 36 square-mile sections. Utah was given sections 2,

Trust land parcels allocated
to the state. remaining public domain.

16, 32, and 36 in each township for public schools, resultingina
checkerboard of land ownership. All other designated state institutions
were granted fixed amounts of acreage selected by the state from the

More than one-half of the original land grant acreages were sold during the first 35 years of
statehood. Interestingly, approximately 30 percent of all private land in Utah was originally
trust land.

In 1994, realizing the revenue potential of trustlands for public schools and 11 other institutions,
the Utah Legislature created the School and Institutional Trust Lands Administration as an
independent agency to manage and develop trust land assets.

Institutions supported by the Trust Lands Administration

Public schools = School for the Blind = Teaching colleges at Dixie
Public buildings = School for the Deaf State, Southern Utah, Utah

Miners Hospital at = State Hospital State, and Weber State
the University of Utah = University of Utah universities, and the
Reservoirs = Utah State University University of Utah
School of Mines = Youth Development Center
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The Trust Lands Administration manages the land portfolio for each
beneficiary, generating revenues through oil, gas, and mineral leases,
rents, and royalties; real estate development and sales; and surface estate
sales, leases, and easements. Revenues generated from each real estate
portfolio are placed into individual trust funds, which are invested by
the state treasurer. Income earned from each trust fund is distributed

to its beneficiary.

Utah’s public schools are the beneficiary of 96 percent of all trust

lands. Revenue generated from school trust lands is transferred into

the Permanent School Fund, growing the endowment for public schools.
Income earned from the fund is distributed annually to individual school
councils using a per-pupil formula.

Permanent funds for the 11 other beneficiaries grow more slowly
because they hold a smaller percentage of lands, and only revenues from
land sales are placed into their permanent funds. All remaining earnings
are distributed annually to each beneficiary.

Since 1994, the Permanent School Fund has

grown from $50 million to more than $1.6 billion.
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The Trust Lands Administration is
entirely self-funded with no taxpayer
or general fund support. A portion

of revenue generated from managing
trust lands activity is used for
operations and administration.

In addition to its land management mandate,
the agency administers the Land Exchange
Distribution Account. The Trust Lands
Administration manages the complex
disbursement of development royalties

from federal lands, which serve as compensation
to the 27 counties that acquired or exchanged
lands at the time of Grand Staircase Escalante
National Monument designation. The agency
anticipates this responsibility will grow as it
continues collaboration with the federal

government on several land exchanges.

The Trust Lands Administration employs a team
of business professionals who manage all facets of
land management and administrative operations.

Oil and Gas: Leases trust lands for oil and gas exploration;
works with the energy industry creating opportunities to
generate short- and long-term revenues.

Mining: Leases trust lands to generate revenue from coal,
oil shale, bitumen, potash, and phosphate; construction
materials such as sand and gravel, rock aggregate, and
high-quality limestone products; and copper, beryllium
and uranium.

Surface: Leases surface rights for telecommunication,
commercial, agricultural, and industrial purposes; issues
easements, rights of entry, timber and grazing permits;
conducts land sales and exchanges; and administers
water rights.

Cultural Resource Management: Assists the entire agency
in its compliance with Utah code requiring state agencies to
consider the effects on historic and archaeological resources
within project areas.

Planning and Development: Works with private real estate
developers to provide residential, commercial, and industrial
development in Utah’s growing communities.

Information Technology and Geographic Information
Systems (GIS): Provides expertise and service in the fields
of information technology, GIS, spatial analysis, cartography,
remote sensing, and aerial photography to staff and the public.

Legal: Provides legal counsel on all matters affecting
the trust; drafts and reviews transactional documents, such
as leases and joint ventures, for disposition of trust lands;

represents the agency in litigation; and supervises the agency’s

law enforcement and environmental compliance activities.

Administrative Services: Provides professional administrative
support in all areas, including: finance and auditing; human
resources; and records management.
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Main Office

675 East 500 South, Suite 500
Salt Lake City, UT 84102
801-538-5100

Central Office

130 North Main
Richfield, UT 84701
435-896-6494

Southwestern Office

2303 North Coral Canyon Blvd, Suite 100-A
Washington, UT 84780

435-652-2950

Southeastern Office

217 East Center Street, Suite 230
Moab, UT 84532

435-259-7417

Trust Lands Administration

State of Utah School and Institutional
Trust Lands Administration
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Our mission is to administer
trust lands prudently and profitably
for Utah’s schoolchildren and other

trust beneficiaries.

EEEEEE
EEEEEE
[ [ [ [
Trust Lands Administration

State of Utah School and Institutional
Trust Lands Administration

www.trustlands.com
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Call for Data Related to Review of National Monuments under EO 13792 (April 26, 2017)

1. Information on activities permitted at the Monument, including annual levels of activity
from the date of designation to the present (Designation date for GSENM is September
18, 1996)

a. Energy - annual production of coal, oil, gas and renewables (if any) on site; amount of
energy transmission infrastructure on site (if any)

o The annual production of oil and gas in the Grand Staircase Escalante National
Monument (GSENM) is currently occurring in or adjacent to the Upper Valley
Unit (UVU) in the north-central area of the GSENM (Attachment Upper Valley
Unit Map). Four wells within the GSENM are currently producing oil and a small
amount of gas. The UVU was approved in 1962 and production from the wells
peaked in 1972 at 183,133 bbls. In the last 20 years, 1997-2016, production has
slowly declined from about 65,828 bbls oil and no gas annually to 45,538 bbls oil
and 2357 mcf of gas. (Attachment: Historical Oil and Gas Production GSE
National Monument Upper Valley Field)

o No coal lands have been explored or coal produced within the GSENM since the
September 18, 1996 declaration. Existing coal leases were cancelled in exchange
for Federal payments totaling $42 million! (1/1/2017 $’s?).

o Lands with an estimated 156.3 million tons of coal were exchanged to the State
of Utah for State lands? in the GSENM with a current market value of $6.2 Billion
and royalty value of $500 million. Tons remaining after the 156.3 million tons are
produced, would revert to the Federal government.

o Further, lands with an additional 45+ million tons* (market value $1.8 Billion and
a royalty value of $144 million) will not revert to the Federal government until
the State of Utah State Institutional Trust Lands (SITLA) receives $26,012,210
(plus interest) in royalty and rental.> As of 1 January 2017, the principal plus
interest totaled $34.7 million®. Any tons of the 45+ million tons remaining after

! Attached: “GSENM Coal Lease Cancellation Payments”
2 https://data.bls.gov/timeseries/WPUO51?data_tool=XGtable
3 Attached: “2017 Exchange Tract memo”

“MOU SITLA-BLM-FS Land Exchange Pub Law No 105-335 Stat 3139 ratified 8 May 1998”
4 http://www.ecprogress.com/news/cottonwood-tract-out-for-lease/article_e165c9af-708a-5abb-b6a0-
0180658ebaec.html
5 Attached: “MOU SITLA-BLM-FS Land Exchange Pub Law No 105-335 Stat 3139 ratified 8 May 1998”
6 Attached: “2017 Exchange Tract memo” — “Cottonwood Tract... Dollar value...” times two

1
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the total of all payments are completed, revert to the Federal government

o Atyear-end 2016 the State had recovered 26.3 million tons’ and received $57.2
million in payments® from the exchanged coal. The Federal government does not
receive any revenue or compensation from those payments.

o BLM also provides mine inspection and technical advice to SITLA.®

b. Minerals - annual mineral production on site
® Mineral materials

0 No new Free Use and OTC permits issued since Monument designation.
There were 8 Mineral Material Cases in the monument. A number of
them were Free Use Permits granted to the county.

o Valid existing permits, including those in Title 23 (3 Federal Highway
Rights of Way), continue to be in effect
According to UGS Circular 93, January 1997, “A Preliminary Assessment of
Energy and Mineral Resources within the Grand Staircase-Escalante
National Monument”, there were five small mining operations on
unpatented mining claims, four of which were active alabaster quarries
and one, a suspended operation for petrified wood. Annual production of
the alabaster was about 300 tons worth $500 per ton ($150.000/yr.). The
decision to close the claims due to missing the filing date was upheld by
IBLA in March of 2008. Since that time there has been no mining law
operations within the monument.

3. Information on activities occurring during the 5 years prior to designation
a. Energy - annual production of coal, oil, gas and renewables (if any) on site; amount of
energy transmission infrastructure on site (if any)
o From 1992 until 1996, 336,313 bbls of oil and no gas was produced in the
GSENM (Attachment: Historical Oil and Gas Production GSE National Monument
Upper Valley Field).
= No coal was produced from the GSENM in the prior 5 years.

However, exploration activities and planning for mining continued

7 Attached: “2017 Exchange Tract memo”

8 Attached: “A Bedingfield to J McKenzie 16 May 2017”

° Attached: “MOU SITLA-BLM-FS Land Exchange Pub Law No 105-335 Stat 3139 ratified 8 May 1998”
2
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from the 1980’s until the monument declaration.
e 700+ exploration drill holes were completed
e 64 Coal leases with some 168,000 acres were committed
e Anelectrical energy facility was evaluated and proposed in
the 1960’s1°
e Aregional EIS for mining was completed?!
e A major coal mine was planned as described in 199412

Grand Staircase-Escalante National Monument
Existing Rights-of-Way/Permmits/Authorized
09/25/1996 —05/15/2017

Existing Withdrawals: PSR, PWR, Bureau of Reclamation, Forest Service

Wilderness, Power Site, National Park Service, In Trust for Indians, 17
Road ROWs 19
Misc. Roads & Associated Uses - Sec 107 Federal Aid Hwy, RS2477,

Mineral Material Sites 0
Power Transmission Lines & Power Facilities 20
Communication Sites — Telephone, Telegraph, Radio Transmission,

Global Positioning Systems 15
Water ROWs, Irrigation Facilities 14

Oil & Gas Pipelines, Oil & Gas Facilities 5
Other FLPMA ROWs, Perpetual Easements, Federal Facilities 2
Airport 0
Permit - 302 FLPMA — Misc. 0

Permits Film - 302 FLPMA (popular location (closed)) 54

b. Minerals - annual mineral production on site
As far as mining law operations (3809), the alabaster quarries were the
only authorized operation (06/30/1986) in the area prior to designation.
4. Information on activities that likely would have occurred annually from the date of
designation to the present if the Monument had not been designated
The answers to this question would be highly speculative and is best answered with
qualitative (rather than quantitative) data. As GSENM was designated 20 years ago,

10 http://www.hcn.org/issues/16/492
11 Attached Title Pages: “FINAL EIS - Dev of Coal Resources in Southern Utah Part 1 Regional”
L2http://www.hcn.org/issues/16/492

3
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the factors affecting such projections are subject to a wide range of variables (many of
which are outside of BLM’s purview, such as market prices).
a. Energy - annual production of coal, oil, gas and renewables (if any) on site; amount of

energy transmission infrastructure on site (if any)

o Except for the Upper Valley Field, there have been no oil and gas discoveries

within the GSENM. Forty-seven exploratory wells have been drilled; an average
of 57 square miles per well (Attachment: M. Lee Allison, page iv). An
Application to Drill was submitted for valid existing leases within the Circle Cliffs
Unit, but was never approved and the lessee allowed the leases to terminate.
Had the GSENM not hindered exploration, there possibly would have been more
discover and development Since there have been no discoveries upon which to
base production numbers, estimates of the value of production vary widely. In
January 1997, it was speculated that total value of Coal-bed gas and petroleum
within the GSENM ranged between 2.02 and 18.6 billion dollars (Attachment: M.
Lee Allison, page ii). The report from which these estimates were derived was
the basis for a land swap of the Utah State Institutional Trust Lands within the
GSENM and BLM administered lands within Drunkards Wash in Carbon County.
Drunkards Wash has more than 400 producing wells and which by 2013 had
generated $140 million dollars in royalties for the agency (Attachment Trust
Lands Administration Fiscal Year 2013 Annual Report).

Coal Energy would have been produced and marketed as demonstrated by the
ongoing Alton coal mine producing from private fee lands. As market conditions
allowed, development of relatively remote and isolated areas of Utah would
have proceeded providing employment and housing. State and County revenues
would have increased significantly and Federal expenditures to exchange for the
GSENM world-class coal resources would have been saved. State energy exports
would have increased significantly. Recent advances in underground coal mining
techniques would have been applied opening up additional large areas of
Kaiparowits coal resources not considered minable in the 1990’s.

The underground mining methods would have had little or very limited impact
on tourism activities. The limited surface mining would have been properly
reclaimed after the short-term use of the land. Clean world coal energy
production would have benefitted from additional underground production
within a setting of strict environmental regulation and enforcement.

4
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Authorized/Closed/Relinquished/Withdrawn/Expired/Terminated/Cancelled/Pending/Rejected/Void

Grand Staircase-Escalante National Monument
Existing Rights-of-Way/Permits/All Dispositions

01/01/1991 —09/24/1996
(In March 1999, BLM added Case Recordation components to
the LR2000 Database System; therefore, some of the
pre-LR2000 data may remain in the Status Database)

Existing Withdrawals: PSR, PWR, Bureau of Reclamation, Forest Service
Wilderness, Power Site, National Park Service, In Trust for Indians,

Roads ROWs

Misc. Roads - Sec 107 Federal Aid Hwy, RS2477, Mineral Material Sites

Power Transmission Lines & Power Facilities

=00 |-

Communication Sites — Telephone, Telegraph, Radio Transmission,
Global Positioning Systems

Water ROWs, Irrigation Facilities

Oil & Gas Pipelines, Oil & Gas Facilities

Other FLPMA ROWs, Perpetual Easements, Federal Facilities

Airport

OO NIO|F

Permit - 302 FLPMA — Misc. 25

Permits Film - 302 FLPMA (popular location (closed)) 0

b. Minerals - annual mineral production on site

According to the same UGS report referenced above concerning the alabaster
quarries, “Over a 30-year period, the quarries should generate $4.5 million in
production.”

Although there were initially 79 mining claims within the monument at its
designation, the only ones with an active operation were the alabaster quarries
mentioned in the UGS report.

Furthermore, the UGS mineral report stated, “Various types of metallic-mineral

deposits are known to be present in the monument (figure 14). Most of these

are small and low-grade with uncertain likelihood of significant development.”

The UGS report addressed specific minerals with known or potential deposits

within the monument, but they determined at that time they were probably not

commercial quality due to low, often sub-economic grades and limited tonnage.
5
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| would suspect that the alabaster operation would have continued, if the
designation was not in place at the time they miss-filed their mining claim
paperwork, they would have only had to re-locate the claims.

There would most likely be Mineral Material sites for sand and gravel and the
Free Use Permits granted to Kane County would most likely still be in-use. This is
a relatively small amount of material, but it is for the convenience of the county
and the public to use.

DOI-2019-07 02813



FOIA001:01704606

Upper Valley Field

04 04
09 09
16
16
16
7]
©
™
= 21 -
» 28
= 33
o 04
(%) (] o
5
-
16 -
21 2 23 24 19 20 21
Oil and Gas Unit Agreements ) *7">== ; - Y g 0 02 04 06 08 1 v
Eurrer vaLLEY R o + ;'"'" o tt_m
Utah Oil & Gas Lease Parcels 7" wva M & e * No warranty is made by the Bureau of Land D(f-zglg-
54 Authorized . s — — M: as to the y, reliability,
- R g or completeness of these data for individual ‘

Ed "9 use or aggregate use with other data.



FOIA001:01704615




FOIA001:01704615

Cover Photo: A 15-foot-thick coal seam exposed in Warm Creek Canyon, Smoky Mountain area, Kaiparowits
Plateau coal field. A coal seam 6 to 7 feet thick is reportedly buried by the rubble above the exposed seam (photo
taken in November 1971; from Doelling and Graham, 1972).
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Grand Staircase - Escalante National Monument

Compiled by
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PREFACE

The purpose of this report is to provide a
preliminary assessment of the energy and mineral
resources in the newly created Grand Staircase -
Escalante National Monument for two principal
reasons. First, President Clinton directed the Bureau of
Land Management to develop a management plan for
the monument during the next three years. Information
on the location, extent, size, and quality of various
energy and mineral deposits needs to be available to the
monument planners and the interested public to help
determine how these resources will be incorporated into
the management plan.

Second, about 176,000 acres of surface lands
managed by the School and Institutional Trust Lands
Administration (SITLA) for the benefit of Utah's school
children are within the monument's boundaries and
contain significant amounts of coal and other resources.
The President, in proclaiming the monument's creation,
promised to trade out the School Trust lands for
comparable federal lands elsewhere, presumably in
Utah. The Utah Geological Survey (UGS), hopes to
conduct an inventory of resources on School Trust
lands in the monument.

The summary information in this report gives
what we believe is a reasonable initial overview of each
of the different commodities present, although the
amount and quality of data for each commodity varies.
Do we have enough data for an in-holdings exchange to
take place or even for an appraisal at this time?
Probably not, if we need to be assured that the state gets
fair and adequate compensation for its resources. An
example using coal resources demonstrates just how
accurate the assessment needs to be. Of the 62 billion
tons of coal in the Kaiparowits coal field (which lies
almost entirely within the monument) we calculate that
at least 11.3 billion tons is recoverable. A one-percent
increase in our coal recovery estimate amounts to more
than 100 million tons of coal. At the current average
price of $19.50 per ton of coal, the additional coal is
worth nearly $2 billion, of which about $160 million in
royalties would be paid.

Qur preliminary calculation of recoverable
coal on School Trust lands is 876 million tons. Each
one-per cent change in our determination of recoverable
coal on School Trust lands amounts to $170 million in
value, worth nearly $14 million in royalties to the
School Trust fund. Because we were so conservative in
our calculations, the actual recoverable coal in the
monument might be 50 percent higher than our base
estimate, perhaps 16 billion tons in the monument, 1.3

iii

billion tons on School Trust lands. The value of the
recoverable coal on School Trust lands is at least
$17 billion but could be $25 billion or more.
Royalties to the School Trust fund thus could be
from $1.4 billion to over $2 billion.

In order to adequately assess the recoverable
coal resources on the School Trust lands in the
monument, a team of geologists and mining engineers
needs to prepare the equivalent of a operational mine
plan for the entire Kaiparowits coal field. This would be
a major effort requiring the team to map the continuity
of each coal seam, determine lateral variations in
thickness and vertical separation from other minable
horizons, and to develop a plan that optimizes coal
recovery. Given the massive size of the coal reserves
and number of coal seams, we estimate such an
undertaking could take a score of engineers and
geologists three years to complete. However expensive
that may seem, it’s important to recognize that the
entire cost of fully evaluating the potential of School
Trust lands would be less than the additional royalties
gained from a fraction of one percent increase in the
amount of recoverable coal on School Trust lands.

Deposits of coal-bed gas, oil and gas, and
alabaster are currently being developed inside the
monument or appear to have strong potential to be
developed. The value of the known and potential
energy and mineral resources of the Grand
Staircase - Escalante National Monument at today’s
prices is between $223 billion and $330 billion. This
figure does not include values for tar sands, carbon
dioxide reserves, or any of the other mineral deposits
such as titanium, zirconium, uranium, or COpper.

Coal $221 billion - $312 billion
Coal-bed gas $2 billion - $17.5 billion
Petroleum $20 million - $1.1 billion
Minerals $4.5 million - unknown

In our view, it is imperative that a detailed,
combined  geologic-engineering  evaluation be

conducted of the coal and other resources in the
monument to ensure fair compensation for Utah's
children. Without this, we risk leaving tens of millions
of dollars of the children's money on the negotiating
table. With it, we may be able to greatly enrich and
protect their legacy.

M. Lee Allison
January 1997
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SUMMARY

Since the designation of the Grand Staircase -
Escalante National Monument by President Clinton on
September 18, 1996, unresolved issues regarding the
mineral value of state and federal lands within the
monument have come to the forefront of debates. The
monument extends across 1.7 million acres in Kane and
Garfield Counties, Utah, and includes some of the most
energy-rich lands in the lower 48 states. The U.S.
Bureau of Land Management (BLM), the agency
assigned to manage the monument, recently has begun
a three-year program to formulate a management plan.
Part of the management plan will likely focus on the
disposition of more than 176,000 acres of Utah School
and Institutional Trust Lands that are now monument
in-holdings. SITLA controls mineral rights on more
than 200,000 acres.

During President Clinton’s proclamation
speech, he addressed the issue of lands within the
monument belonging to the school children of Utah.
He stated to the effect that Utah’s school children
would not be denied the value held within these lands.
Moreover, he directed the Interior Secretary to quickly
move to trade the Utah School Trust lands within the
monument for other federal lands or resources in Utah
that are of comparable value. With the creation of the
monument, mineral lands may have been effectively
removed from consideration for mining, oil and gas
exploration, etc. The purpose of this report is to
review the present understanding of energy and mineral
resources within the monument, qualitatively describe
the resource potential for each known commodity, and
propose plans to better assess these potential resources
in order to help assure that Utah’s school children
receive fair and just compensation.

Coal in the Kaiparowits Plateau

The main mineral-resource issue is the
enclosing of the Kaiparowits Plateau coal field within
the monument boundary. The coal field is the largest in
Utah, containing over 62 billion tons of coal in place
(Hettinger and others, 1996). Using a resource
assessment recently completed by the U.S. Geological
Survey (USGS) and excluding resources considered
unminable, the Utah Geological Survey (UGS)
estimates that at a minimum, 11.36 billion tons of the
coal resource are technologically recoverable from the
entire field. Of this total, the UGS further estimated
that some 870 million tons of this coal are

v

technologically recoverable from Utah School Trust
lands within the monument.

The Utah Office of Energy and Resource
Planning (OERP) performed a preliminary valuation of
coal lands in the monument and projected royalty and
bonus bid revenues to the State of Utah and the Federal
government. From this analysis, OERP determined that
potential revenue to the State from recoverable coal
could be $9.25 billion in present dollars over the life of
mining. The U.S. Government would receive an equal
amount. Revenue to the Utah School Trust could be an
additional $1.54 billion. OERP also estimated that
$65.15 million in present dollars could be realized as
income by the State just from the proposed Smoky
Hollow mine project of Andalex Resources over the
proposed 30-year mine life. Of this total, OERP
estimated that the Smoky Hollow project would have
generated some $17.97 million in income to the State
School Trust.

Coal-bed Gas

Most of the Kaiparowits Plateau coal field has
potential for development of Coal-bed methane gas,
even though no definitive studies have been done to
date. Based on research in other Utah coal fields and
extrapolating to the Kaiparowits field, the UGS
estimates that the coal beds of the Straight Cliffs
Formation contain between 2.6 and 10.5 trillion cubic
feet of methane.

Qil and Gas Potential

The monument contains all the elements
necessary for major oil and gas accumulations: source
rocks, reservoirs, and trapping mechanisms.
Commercial deposits of oil have been discovered both
within and along the margins of the monument at Upper
Valley field. Although the characteristics of the
monument and Kaiparowits basin as a whole are
favorable for the accumulation of oil and gas, wildcat
density is extremely sparse. Only 47 exploratory wells
have been drilled within the monument, or an average
of 57 square miles per well. The postulated reasons for
this apparent lack of exploratory activity are: (1)
inaccessibility, (2) lack of oil and gas pipelines, (3) low
success rates, (4) the collapse of world oil prices in
1986 and a nationwide oversupply of natural gas, and
(5) environmental concerns and restrictions. Although
the exploration risk is high, the monument could
contain major accumulations of oil based on the
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production history of Upper Valley field and geologic
evidence.

Circle Cliffs Tar Sand

Solid hydrocarbons impregnate Triassic-age
sandstone and siltstone along the flanks of the breached,
Circle Cliffs anticline in the northeastern part of the
monument. Known as tar sand, such deposits are
essentially exhumed, fossil oil reservoirs where the
lighter, more volatile fractions have been removed due
to exposure. The entire west flank of the Circle Cliffs
tar-sand deposit and a small part of the east flank is
located in the monument. The remainder is within
Capitol Reef National Park. Although there has been
little recent commercial interest in extracting oil from
the tar-sand deposits of the Circle Cliffs, researchers
have estimated that as many as 550 million barrels of
oil might be contained within tar sands of the
monument.

Non-Fuel Minerals

Metallic mineral occurrences in the monument
include gold, copper, manganese, titanium, zirconium,
uranium, and vanadium. Most occurrences are small,
low-grade, and have little development potential.
Minerals such as titanium, zirconium, and vanadium,
however, are considered “strategic and critical” and
may have development potential within the monument.
Uranium with associated copper plus trace amounts of
cobalt occurs in the Shinarump Member of the Triassic
Chinle Formation in the Circle Cliffs area of the
northeastern section of the monument. About 75,000
pounds of U;0; was reportedly produced from these
deposits during the 1950s and 1960s. Vanadium
associated with the uranium was produced as a
byproduct. Anomalously radioactive outcrops of the
Jurassic Morrison Formation have been noted on the
east side of Fiftymile Mountain, suggesting the
possibility that uranium minerals extend beneath the
Kaiparowits Plateau.

Fossil, placer titanium-zirconium deposits
occur in the Cretaceous Straight Cliffs Formation in a
40 to 50 mile-long-belt along the east side of the
Kaiparowits Plateau. The deposits were never
developed commercially because they are remote and
because of problems associated with mining and
beneficiation. However, the deposits are reportedly
rich in rutile (titanium) and zircon (zirconium). Dow
and Batty (1961) estimate that the aggregate size of 14

individual deposits is from 1 to 3 million tons of raw
material.

Records obtained from the Utah Division of
Oil, Gas and Mining indicate that five small mining
operations are currently under permit in the monument.
About 300 tons of alabaster, a fine-grained form of
gypsum used for ornamental carvings, is quarried
annually in four of these operations. The fifth is a
suspended operation that mined petrified wood.
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INTRODUCTION
Background

On September 18, 1996, by the authority
vested through section 2 of the Antiquities Act of June
8, 1906 (34 Stat. 225, 16 U.S.C. 431), President Clinton
established by proclamation the Grand
Staircase-Escalante National Monument (Appendix A).
The monument sets aside some 1.7 million acres, or
about 2,700 square miles, in southern Utah to be
protected for its scientific, historic, biologic, cultural,
and scenic attributes. The proclamation cites examples
of the attributes of the monument including: (1)
exposed sedimentary rock layers that offer unobscured
views of stratigraphy and geologic processes; (2)
natural features like The Grand Staircase, White and
Vermillion Cliffs, Paria Canyon, East Kaibab
Monocline (The Cockscomb), Circle Cliffs,
Waterpocket Fold, Escalante Natural Bridge, and
Grosvenor Arch; (3) numerous archeological sites of
the Anasazi and Fremont cultures; and (4) the variety
of life zones from low-lying desert to coniferous forest.

Purpose and Scope

Since the establishment of the monument,
issues regarding the mineral value of state and federal
lands within the monument have come to the forefront
of debates. The monument extends across 2,700 square
miles in Kane and Garfield Counties, and includes the
largest coal field in Utah. The monument also contains
lands with probable oil and gas accumulations as well
as other mineral commodities.

The BLM, the agency assigned to administer
the monument, has begun a three-year program to
formulate a management plan. Part of the management
plan will likely focus on the disposition of nearly
176,000 acres of Utah School and Institutional Trust
lands that are now within the monument. Recognizing
their importance, President Clinton directed the Interior
Secretary to act quickly to formulate plans to trade the
Utah School Trust lands within the monument for other
federal lands or resources in Utah that are of
comparable value. The purpose of this report is to
review the present understanding of energy and mineral
resources within the monument, describe in general
terms the resource potential for various commodities,
and outline resource assessment objectives to help
assure that Utah’s school children receive fair and just
compensation.

Location and Physiography

The monument is located within the Colorado
Plateau physiographic province, near its western margin
(figure 1). The Kaiparowits Plateau is centrally situated
in the monument surrounded by the towns of Escalante,
Henrieville, and Glen Canyon City. Doelling and Davis
(1989) describe the region as characterized by a series
of plateaus, buttes, and mesas that reflect the type and
structure of the underlying geologic strata. The Grand
Staircase is a broad feature which extends into the
western half of the monument, and consists of a series
of topographic benches and cliffs which, as its name
implies, step progressively down in elevation from
north to south. These step-like features include the
Paria Terrace and the White and Vermillion Cliffs,
which extend southward decreasing in elevation from
the Paunsaugunt Plateau near Bryce Canyon (greater
than 9,000 feet) to the Shinarump Flats (less than 5,000
feet).

The Kaiparowits Plateau covers approximately
1,650 square miles in the central part of the monument
(figure 2). The feature is a broad structural basin,
however, the topographic expression is that of a
northward-tilted plateau (Doelling and Davis, 1989).
The Kaiparowits Plateau merges to the north with the
Aquarius Plateau, and to the northwest with the
Paunsaugunt Plateau. Elsewhere, the edge of the
Kaiparowits Plateau is defined by the outcrop of
Cretaceous strata (Hettinger and others, 1996). The
plateau is a dissected mesa that rises as much as 6,500
feet above the surrounding terrain. The landscape is
defined by four sets of cliffs and benches that form a
step-like topography between the Aquarius Plateau and
Lake Powell (Sargent and Hansen, 1980). The Straight
Cliffs form a prominent escarpment that extends
northwest to southeast along the plateau’s eastern flank;
the escarpment is as high as 1,100 feet along Fiftymile
Mountain (figure 2).

The monument, comprised mostly of BLM-
and SITLA-administered lands, is bordered by several
other federally administered land units. The Dixie
National Forest lies to the north of the monument. The
southern boundary abuts the Glen Canyon National
Recreation area. Bryce Canyon National Park is
located adjacent to the west of the monument and
Capitol Reef National Park is adjacent to the east of the
monument. About 275 square miles of School Trust
Lands are scattered throughout the monument as in-
holdings (figure 3).
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GEOLOGY
Regional Structure

The Colorado Plateau is characterized by
relatively flat-lying strata that have been locally offset
and folded during vertical movements along north-
south-oriented blocks in the earth’s crust. These crustal
movements, called tectonism, compressed and folded
the overlying strata into many asymmetrical, or
monoclinal, folds that have one gently dipping side and
one steeply dipping side. This early compressional
tectonism is referred to as the Laramide event. Later
extensional tectonism caused the overlying strata along
the west side of the monument to break along faults.
Two structural features related to these tectonic events
roughly define the eastern and western boundaries of
the monument. Strata west of the north-south-trending
Paunsaugunt normal fault (figures 2 and 4), near the
western boundary of the monument, have dropped
2,000 feet (Doelling and Graham, 1972). The Circle
Cliffs anticline, which has a steeply dipping eastern
limb called the Waterpocket Fold and a gently dipping
western limb, occurs at the eastern side of the
monument (figure 4).

The generally northward-dipping strata of the
monument area are structurally divided into two
subareas by another major fold, the East Kaibab
monocline (figure 2 and 4), which forms the prominent
landform known as the Cockscomb. This structure, like
the Circle Cliffs anticline, has a steeply dipping eastern
limb and a gently dipping western limb. In addition to
these three major structures, numerous smaller, but
similar, folds are found in the monument area (figure
4). Beds throughout most of the monument are
typically inclined less than 6 degrees; however, near the
fold axes steeper dips can be found. For example, beds
dip as many as 25 degrees along the western flank of
the Escalante anticline, 30 degrees on the eastern limb
of the John’s Valley anticline, 45 degrees along the
western limb of the Upper Valley anticline (Dutton
monocline), and 80 degrees along the East Kaibab
monocline (Hettinger, and others, 1996).

Strata within the Kaiparowits region, between
The Cockscomb and the Straight Cliffs (figures 2 and
4), are inclined along numerous northerly trending folds
that plunge into a deep central basin between the
Kaibab uplift and the Rees Canyon anticline. Because
of the overall basin structure, Cretaceous and younger
rocks in the Kaiparowits region have been somewhat
preserved from erosion more so than the surrounding
regions. These rocks now comprise the Kaiparowits
Plateau.  Hettinger and others (1996) illustrated

deformation of Cretaceous strata on a structure contour
map of the Calico sequence boundary. The sequence
boundary, which is nearly equivalent to the base of the
Smoky Hollow Member of the Straight Cliffs
Formation (described later), is 4,500-9,000 feet above
sea level on outcrops surrounding the Kaiparowits
Plateau (figure 2) and 2,000 feet above sea level in the
subsurface of the Table Cliffs syncline (figure 4).

Permian through Jurassic Stratigraphy

The oldest exposed rocks in the region are
Permian and crop out only along Kaibab Gulch
southwest of The Cockscomb (figure 2). Exposed
Permian units, from oldest to youngest, include the
Hermit Shale, Coconino Sandstone, Toroweap
Formation, White Rim Sandstone, and Kaibab
Limestone (figure 5).

Triassic rocks are exposed in southern Kane
County and include six members of the Moenkopi
Formation and two members of the Chinle Formation.
The Moenkopi comprises the Timpoweap, Lower Red,
Virgin Limestone, Middle Red, Shnabkaib, and Upper
Red Members, all deposited in intertidal or shallow
marine environments. The Shinarump Member of the
Chinle Formation is a fluvial conglomeratic sandstone
unit resting unconformably upon the Moenkopi
Formation. The upper units of the Chinle are
dominated by colorful mudstones and sandstones
related to fluvial channel and overbank deposition.

Peterson (1988) places Jurassic sedimentary
units into divisions bounded by unconformities or
depositional surfaces where little intertonguing occurs.
The Glen Canyon Group, consisting of the Wingate
Sandstone, Moenave and Kayenta Formations, and the
Navajo Sandstone, is the oldest of the Jurassic
divisions. The Wingate and Navajo Sandstones are
massive, wind-deposited (eolian) units separated by the
Moenave and Kayenta Formations, which are water-lain
(fluvial and lacustrine) in origin. The Glen Canyon
Group sediments were apparently shed from a source
region to the south and east and, therefore, become
thicker to the west and northwest.

The Middle Jurassic San Rafael Group
consists of the Page Sandstone, the Carmel Formation,
the Entrada Sandstone, and the Romana Sandstone.
The lower division (Page Sandstone and Carmel
Formation) is primarily marine limestone and mudstone
deposits, in the western part of the region. These
deposits change laterally to the east and southeast to
coastal sabkha deposits of mudstone and lenticular beds
of gypsum. The Entrada Sandstone comprises the
middle division and is separated into three members

DOI-2019-07 02828



Permian or

& 0il Shows

Pennsylvanian or Deeper Tesls
@ Precambrion Tesl Well
Cambrian Sandstone Test! Well

& Mississippian Redwall Limeslone Test Well

®  Producing Oil Well ¥+ Gas Shows
& 0/l ond Cas Shows < Dry & Abandoned

EXPLANATION
Geologic Symbols

Profection of Chuar
Group Source Rocks

U
/ Faull, U~up D—down

)

_,,g Wp/rm
SN\ o, | meer
< LN
R5E © ° 9
%{ 0
o,
riE By oHp 25— /%% > b= waTIONAL

Shallower Tests

\Kf 