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AGENDA

BOARD OF STATE LANDS AND

BOARD OF FORESTRY & FIRE CONTROL
MT.
45 EAST 200 NORTH
LOGAN, UTAH 84321
JULY 8, 1981

8:00 a.m,

FUEL AUDITORIUM
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We1come by Mr. Sawyers, Board Chairman
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APPROVAL OF MINUTES

Land Board Minutes of June 10, 1981
Director's Minutes of May 26, June 1, 8, 15, & 22, 198]

HEARINGS & APPEALS

Appeal of Mineral Lease Readjustment - ML 18148 - Blackhawk Coal Co.

See Staff Memo No. 1 ;
. L> QFH(C_SL* RA C_..C_--
LEASE ACTIONS

SULA No. 526 - Eureka Enerqy Company _#,,,*ﬁ@xjgi_€7-~w:? <

SELECTIONS -~ EXCHANGES - SALES

See Staff Memo No. 2
V\@MaMPMAC [\

Land Sale to Town of Perry A/ ﬁ?ﬂiﬁ*’“

See Staff Memo No. 3 \ T4‘Z
Appearance of Charles D. Woolums -- 8:30 a.m. h Mewro -
‘ AQ?JOO7{®®Q

Sale of State Lands to Provo-Jordan ParkWay Aufhor1ty

See Staff Memo No. 4 5
Appearance of Nolan Hanson -- 8:45 a.m. Jim ///
St. George Water Tank & Pipeline - State Exchange No. 121 u"JL 3 l HNBI

See Staff Memo No. 5

a1

Land Exchange With Milton L. Taft, Jr.

See Staft Memo No. b
Enerqgy Crisis Exchange

Appearance of John H. Morgan, Jr. -- 9:00 a.m.
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PROGRAM & STAFF RECOMMENDATIONS

North Logan Canyon Land Block -

See Staff Memo No. 7
Appearance of Rep. of Logan Canyon Cattle Assoc. - 9:30 a.m.

Forest Product Prices

See Staff Memo No. 8

Fire Management Program Regulations

See Staff Memo No. 9

Rules & Regulations Governing the Issuance of Mineral Leases

see Staff Memo No. 10

Lease Terms for 0il, Gas, & Hydrocarbon lLeases

See vtaff memo No. 11
Discussion of Division Audit

id

Appearance of Jim Rogers, Auditor's Office - 10:30 a.m.

State Forester's Report

Bear Lake Lease
Appearance of Mike Quealy - Assistant Attorney General

INFORMATIONAL ITEMS

Financial Recap

Project Bold ‘

Lake Front Duck Club
Appearance of Mike Quealy -




TITLE: APPEAL OF MINERAL LFASE READIUSTHENT

. e
APPLICATION MO. L 18148 Coal _ F
RS e oSO AnG
FPLICANT Bleckhark Coal Co. FURD School _ ACRY et
/o Trixh ©. Garner, £Sq.  LESAL DESCRIPTION: ~T128,7R9E, SLR
Surie 1100 Kinneceit Bldg. Section 32: ATl
S1.C..Uf 84113 COUNTY: Carben

EACKZ20UND:

Thic leace wes jssued February 16, 1280 with provision that the Lessor may
rezdjust terms and cenditicns of the lezse at each 20 year interval (the date
for readjustment wes technically Jenuary 1, 1620). On Jenvary 14, 1681, 1
noted that this lease had not yet been readjusted and notified the Lessee of
our demand for new terms and condilions on ihe lease. The new terms and
conditions were to be in sccordance with cur current lease forms, i.e., $1.00
per acre rental, $10.00 per acre minimum royalty, end 8% fob the mine
production royalty. The lLessee indicates an unmwillingness to acceptl f{hese new
nayment rates end in fact questions Lessor's zuthority to reacdjust the lTease
“fter the critical date of Janvary 1, 1530. .

FINGMCIAL CONSIDERATION:
Present Payments Proposed Payment
$320/year rental $640/ycar rental
$320/vear minimum royalty VS, $6,400/year minimum royalty
15¢/t production royalty 8% production royalty ($2.89/%)

NOTE: Rental and minimum royalty may be credited toward production royalty.

This lease involves a producing coal mine which last year extracted
approximately 194,000 tons of coal from State land. At 15¢/t royalty the
State received only about $29,100 on this production (on $25/t fob the mine

coal, this equates to a percentage royally rate of. .6%).

The Lessee argues that an 8% royalty rate would increase their costs from
$38.21 to $41.10 per ion, being a dremetic increase in royalty. - Lessee
further argues that a percent type rcyalty means that royalty payments would
unjustly increese with increased mining costs (costs are passed on to the
buyer in the form of higher prices). The company suagests that the Land Board
give consiceration to external economic benefits to the State of Utah as a
rosult of this mine being in operation, i.e., employnent, taxes, purchases,

etc.

ate land usage is to benefit the trust.

le by the Lessar for the very fact that
thus maintaining pace with rising
ally increase under the ’

Of course the primary obligation of St
A percentage type rotalty is preferrab
it does increase with inflationary préssures
coal values. True, the Lessee's costs will dramatic
new royelty rate. But, the State of Utah should richtly receive a fair
royalty Tor ils ccal resources and not be placed in a position of subsidizing
czstern utility cempenies by allowing a cubstandard royalty so that coal

prices may remain 1ow, (8lackhewk Coal Company is a wholly owned subsidiary of

Indizna and Michigen Electric Compeny)-



COVMENTS FROM OTHER AGERCIES:

.G. counsel swogests the State
ezse readjusiments even theough
zssed.

is entitled to a grace pericd in which to make
tra techknical deadline for rcedjustment has

"7:] —_

IJ' o

STAFF RECOMACHDATIO

1 recormend that this lease be terminzied unless lessee agrees to readjustment
with new rental end royalty rates es ¢zazndzd by the Lend Boar

SPECIAL CONSIDERATIONS:
This Jease is located in proximity ito qood trensportation Tacilities and thus

enioys a competitive acvantage. This Tezse hes at 1east seven different
cverriding royalty interests for a cumulative overriding royalty of at leest

15% net profitis.
OZ I AL

/z/w P fotten Gooe -

(Name)




DATE: June 26, 1981 BOARD MEMO NO. L

APPLICATION NO., SULA No. 526

APPLICANT Fureka Energy Company FUND School ACRES 48.83
' 77 Beale Street LEGAL DESCRIPTION: T13S, RI1E, SLB&M
San Francisco, CA 94106 : Section 36 WhNW;
. T13S, R12E, SLB&M
Section 32: W

COUNTY: Carbon

BACKGROUND:

Eureka Enerqy Company ( a subsidiary of Pacific Gas and Electric Company) has
completed an environmental study and plans over the past five years for a 3.5
to 5 million ton a year coal mining operation in Carbon County, north of
Wellington under the rim of the Book C1iffs. There is sufficient coal in the
designated site to operate at this level of production for 40 to 50 years.

In the process of preparing for production, some of the local ranches have
been bought and leased back on a long time basis.

Three tracts of State land has been applied for in a special use lease. This
includes 7.5 acres, next to a water storage reservoir, acquired by the Eureka
Energy Company; the other two total 41.33 acres in a draw adjacent and within

lands acquired from the BLM and private landowners for use as a fill area
(draw) to be reclaimed.

This special use lease has been requested for a period of fifty (50) years.

FINANCIAL CONSIDERATION:

An annual fee of $1,500.00 with a five (5) year review clause.

COMMENTS FROM OTHER AGENCIES:

STAFF RECOMMENDATION:
Approval
SPECIAL CONSIDERATIONS:

. P

Max M.’Wa}%:;//’ Land Specialist
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