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INTRODUCTION
This report was prepared by the Minerals Man- and gas production information was compiled
agement Bureau (MMB) within the Trust Land using information reported on State of Montana
Management Division and contains information DS-450 Royalty Report Form 5 for each royalty
gathered by the Bureau regarding State of Mon- month.

tana mineral leases. The report provides produc-
tion and revenue information for each lease type
managed by the Bureau. For questions or additional information contained in

Within each lease type, there are reports provid- this report, contact Steve Webster by telephone at

ing income by county, area office, and grant. (406) 444-0292 or e-mail at swebster@mt.gov.
Revenue and pricing information was compiled
using the cash basis method of accounting. Oil
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REVENUE SOURCES

TOTAL REVENUE BY MINERAL TYPE

GRAVEL/

0.15%

Fiscal Year 2010

COAL
76.99%

OTHER MINERALS
0.15%

Mineral Type & Revenue Source FY2009 FY2010 9% change from FY09
OIL & GAS- Rentals/Bonuses/Penalties $15,596,644 $11,068,518 -29.03%
Royalties * $19,949,394 $15,633,063 -21.64%
Surface Damages $152,313 $109,592 -28.05%
Seismic $8,216 $1,361 -83.43%
Total $35,706,567 $26,812,534 -24.91%
GRAVEL - Rentals $100 $0 -100.00%
Royalties $206,962 $181,605 -12.25%
Total $207,062 $181,605 -12.29%
COAL - Rentals/Bonuses $41,524 $85,911,425 206795.83%
Royalties $7,840,866 $4,984,163 -36.43%
Total $7,882,390 $90,895,588 1053.15%
OTHER MINERALS -
LAND USE LICENSE
Rentals/Penalties $28,490 $12,805 -55.05%
Royalties $3,547 $3,627 2.26%
Total $32,037 $16,432 -48.71%
METALLIFEROUS MINERALS
Rentals/Penalties $10,205 $3,825 -62.52%
Royalties $780 $1,014 30.00%
Total $10,985 $4,839 -55.95%
NON-METALLIFEROUS MINERALS
Rentals/Penalties $12,476 $12,226 -2.00%
Royalties $77,537 $137,482 77.31%
Total $90,013 $149,708 66.32%
GRAND TOTAL $43,929,054 $118,060,706 168.75%

* Includes interest and shut-in payments

MINERALS MANAGEMENT BUREAU
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GROSS REVENUE BY SOURCE
Fiscal Year 2010

DISTRIBUTABLE
INCOME
82.29%

NON -TRUST_/ \ NON-
INCOME DISTRIBUTABLE

0.06% INCOME
17.65%

GROSS REVENUE FOR SCHOOL TRUST BENEFICIARIES
$117,987,228

GROSS NON-DISTRIBUTABLE INCOME ~ GROSS DISTRIBUTABLE INCOME

$20,833,304 * 17.66% $97,153,924 82.34%

TRUST LAND REVENUE (by Trust)
Common Schools $117,572,766 State Normal School $67,928
University of Montana 14,116 School for Deaf and Blind 12,580
M.S.U. Morrill 79,022 State Industrial School 29,785
M.S.U. 2nd Grant 16,578 Public Buildings 120,153
School of Mines 73,250 Veterans Home 1,050
Total Trust Grants: $117,987,228

NON-TRUST LAND REVENUE **

Agricultural Experiment Station $41,815
Department of Fish, Wildlife & Parks $808
Department of Transportation $5,457
Department of Public Health and Human Senices 123
DNRC - Water Resources Division 25,275
Total Non-Trust Grants: $73,478
TOTAL REVENUE $118,060,706

* $20,833,304 GROSS NON-DISTRIBUTABLE INCOME

($13,515,672) PORTION OF COMMON SCHOOLS MINERAL ROYALTIES DEPOSITED INTO SCHOOL FACILITIES AND TECHNOLOGY FUND
(54,000,000) PORTION OF COMMON SCHOOLS MINERAL ROYALTIES DEPOSITED INTO TRUST ADMINISTRATION ACCOUNT
$3,317,632  NETNON-DISTRIBUTABLE INCOME DEPOSITED INTO PERMANENT TRUST FUND

*% . . . . ,
Non-Trust Land income consists of revenue the Department of Natural Resources and Conservation collects as an administrator for various

entities. These funds are distributed to the entity upon collection.

MINERALS MANAGEMENT BUREAU
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LEASES

Oil & Gas Leasing: In FY10, overall leasing increased by
over 3% from FYQ9, with oil and gas leases accounting
for the majority of that gain. Lease sale activity was
brisk once again in FY10 as 943 leases were sold for
over $7 million in bonus revenue, which was a de-
crease of 39.1% from last fiscal year. The bulk of the
decrease in bonus revenue was attributed to a fewer
number of available tracts with Bakken formation po-
tential. Bonus revenue has averaged $7.4 million over
the past five fiscal years. Oil and gas leasing alone ac-
counts for almost 2.1 million acres of state trust land,
or 96.4% of acreage leased for all minerals.

Seismic Permits decreased once again this past fiscal
year, and have now decreased from 26 in FY04 to just
10 for FY10. Projects for FY10 were located in the fol-
lowing counties: Blaine (3), Carter (2), Chouteau (1),
Dawson (2), Hill (1), and Wibaux (1).

Hard Rock - Industrial Leasing: The total number of
metalliferous and non-metalliferous leases decreased
for a second straight year from 19 in FY09 to just 14 in
FY10. However, one producing non-metalliferous lease
for bentonite topped $136,000 in royalties, the most in
any fiscal year in the past decade.

Gravel Permits: Overall permit counts decreased by
three permits over FY09 for a total of 47. Total acreage
assigned to those permits increased by nearly 27%
from FY09. However, the acreage assigned to the 34
producing permits decreased by 12.3% to 742 acres.

Coal Leasing: The total number of coal leases increased
by 14 during FY10 to a total of 43. The increase was due
to leasing of the Otter Creek tracts in Powder River

County, which brought in over 85 million in bonus reve-

nue. See additional information on Otter Creek on page
14. Producing coal leases on state lands remained at
three for FY10 while acreage associated with producing
leases also remained unchanged.

Summary:

While the economy was uncertain, oil and gas prices
for FY10 stabilized as compared to the previous two
years; and overall interest in oil and gas leasing again
remained high. Leased acreage for minerals use topped
2.1 million acres on state trust lands for FY10 which
now accounts for 34% of all state owned mineral acre-
age. Producing leases are now 12.8% of all mineral leas-

ing.

Land Use Licenses decreased for the first time since
FYO5 with a count of 30 in FY10 as compared to 32 in
FY09. However, the acreage assigned to those licenses
has fallen by 18% during that same timeframe. Produc-
ing LUL's remain unchanged at two.

Small Volume Permits and Permits to Test for Aggre-
gate are not included in the table below. During FY10,
DNRC field offices issued 13 small volume permits and
10 permits to test for aggregate.

MMB activities: Activities related to existing leases
include collecting royalty and rental payments, audit-
ing, review of all proposed leases, reviewing and ap-
proving assignments and tracking working interest
ownership, reviewing and preparing for approval of
communitization agreements and unit operating
agreements, and coordinating with field offices the
environmental review and approval of all proposed
physical operations on state leases.

Producing L Criteria:
No.of %Change Acreage % Change Producing % Change Producing % Change Tt e T

G | Permits - Includ its that
Type of Lease Leases fomFY09  Leased  fom FY0Q Leases fomFY09 Acreage  fom FY09 p:g:jcegzmu'r;g tr;?;isizlp;gg:.' SDO:S

not include advance royalties paid.
Coal Leases 43 483% 22,105 59.7% 3 00% 830 0.0% Does not include small volume or test

permits.
Gravel Permits 47  -6.0% 2,751 26.5% 34 30.8% 742 -123% | Coal Leases - Includes leases that

produced during the fiscal year. Does
Land Use Licenses 30 -6.3% 8,148 -17.9% 2 00% 90  0.0% not include advance royalties.

Land Use Licenses — Includes activities
Metalliferous Leases 5 -50.0% 1,054 -67.2% 1 0.0% 92 0.0% such as salt water disposal, access

roads and pipelines constructed on
Non-Metalliferous Leases 9 00% 3943 00% 1 00% 878 00% | sttetand.

Metalliferous Leases - Includes leases
Seismic Permits 10 -28.6% 30,603 4.3% 0 00% 0 00% | thatproduced during the fiscal year.

Does not include advance royalties.
@Gas Storage Agreements 4 -20.0% 8311 -3.6% 0 00% 0 00% | Non-Metalliferous Leases - Includes

leases that produced during the fiscal
Ol and Gas Leases 4997 3% 2067374 2% 621 06% 231503 13% | Yerr Doesnotincudeadvance royal-

ies.
Total Leases 51145 3.10% 662 1.85% Oil and Gas Leases - Includes any

lease with a well that is capable of
Total Acres 2,144,289 2.43% 235005 1.25% | oroduction.

MINERALS MANAGEMENT BUREAU
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MINERAL ACTIVITY BY FIELD OFFICE

This table represents total field activity by Area office and Unit office. It does not include non mineral manage-
ment bureau activities. The Havre Field Office is now included in the Lewistown Unit, thus all counts for Havre
and Lewistown have been combined and are reported under Lewistown.

Oil & Gas Wells & M & NM Gravel : Gravel Small Test
Area Office / Unit Office || Leases Pipelines = Seismic Coal Leases LULs  Permits :Renewals: Volume : Permits TOTAL
Bozeman 1 1
Conrad 143 3 2 148
Dillon 37 5 1 43
Helena 140 1 141
CLO Total 320 3 0 0 0 0 6 3 1 333
Miles City 158 9 5 14 2 188
ELO Total 158 9 5 14 0 0 0 0 188
Glasgow 9 1 1 1 105
Lewistown 279 5 5 3 5 297
NELO Total 375 9 5 0 1 0 1 402
Kalispell 1 1
Libby 1 1
Plains 1 1 2
Stillwater 2 2
Swan River 3 3
NWLO Total 0 0 0 0 0 0 2 7 0 9
Billings 90 90
SLO Total 90 0 0 0 0 0 0 0 0 90
Anaconda 0
Clearwater 3 1 4
Hamilton 1 1
Missoula 0
SWLO Total 0 0 0 0 0 0 3 2 0 5
GRAND TOTAL| 943 21 10 14 1 0 15 13 10 1,027

DNRC Area and Unit office field staff conduct on-site
reviews and prepare environmental assessments when
mineral exploration or development is proposed on
state land. These reviews address resource concerns
and provide site specific stipulations to mitigate im-
pacts to project development. Stipulations may include
such items as restricting work to dry or frozen condi-

MINERALS MANAGEMENT BUREAU

tions, noxious weed control, timing restrictions to ad-
dress wildlife concerns, and reclamation require-
ments. Field staff also conduct periodic reviews of min-
eral development to verify that lessees are complying
with lease requirements. The table above breaks down
the number of reviews by mineral type for the fiscal
year 2010.
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OIL AND GAS REVENUE AND PRODUCTION

OIL: The average price for a bar-
rel of oil produced from trust

QOil Production, Revenue and Average Price
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14,000,000
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alty revenue from oil wells on 0
state land also decreased by 2004
15.74% from FY09 to

2005

2007 2008 2009 2010

Fiscal Year

2006 2011

$12,488,947. Revenue has now fallen over 35.5%
since a record of over $19 million in oil royalty reve-
nue was collected in FYO8. However, oil royalties
alone still account for more than 38% of all income
received (excluding the $85 million bonus for Otter
Creek) by the Minerals Management Bureau during
this fiscal year.

GAS: A regional decrease in demand due to high in-
ventory for natural gas helped average prices in FY10
drop for a second straight year. An average price of
just $3.36 for a thousand cubic feet (mcf) of gas was
produced from state lands during this fiscal year, a

decrease of 28% from FY09. Gas prices have now
dropped by nearly half since the most recent peak in
FY06 of $6.64/mcf. 5,306,417 mcf of gas was pro-
duced on state trust lands in FY10, a decrease of
20.92% from FY09. For FY10, $2,956,454 in gas royalty
revenue was collected. The significant drop in both
price and production has resulted in an overall de-
crease in gas royalty revenue of 39.9% over FY09.

Note: Condensate revenue is tracked separately and is
not included in the chart below.

CBNG: Included in the gas totals chart is the produc-
tion and revenue from coal bed natural gas (CBNG).

Gas Production, Revenue and Average Price

Production from CBNG wells
once again decreased in FY10

9,000,000

8,000,000

by 32.1% to 586,108 thousand
cubic feet compared to 863,656

Production /\

f)
~
3
8
=
8

mcf in FY09. Production decline

$6.12

$7.00 rates are the primary cause for

the sharp drop in production

6,000,000
$5.09

$6.00
over the past several years.

5,000,000

7

Revenue

Minerals Management Bureau
collected $244,443 in royalty

$5.00

4,000,000

($) or Production (mc

$4.00

from CBNG wells in FY10, a
decrease of 62.7% from the

3,000,000

Revenue

id $3.00
previous fiscal year. Average

2,000,000

$2.00

Average Gas Price - $/mcf

price for a mcf of CBNG de-
creased from $4.54/mcf in FYO9

1,000,000

0

$1.00

to $3.36 in FY10. All CBNG on
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Royalty Income and Production by County (Oil, Gas, Condensate)

County Oil (BBL) Gas (mcF) Condensate (GAL)  1ota/ Royalties
Royalties™ Production Royalties* Production Royalties™ Production
Big Horn $249,434.97 586,108.34 $249,434.97
Blaine $186,798.42 23,551.11 $560,604.63 502,569.15 -$15.44 0.00 $747,387.61
Carbon $13,074.44 851.19 $13,074.44
Chouteau $92,542.15 132,352.94 -$17.57 0.00 $92,524.58
Dawson $253,601.81 31,540.66 $253,601.81
Fallon| $2,645,960.99 311,446.78 $355,691.55 956,326.78 $30,764.55 188,210.75| $3,032,417.09
Garfield $16,5622.53 2,439.79 $16,522.53
Glacier $42,449.63 5,827.73 $43,425.56 99,223.83 $5,332.89 34,684.20 $91,208.08
Golden Valley $18,452.56 36,943.84 $18,452.56
Hill $557,749.57 795,085.46 $557,749.57
Liberty $250,957.63 29,575.14 $54,791.80 141,253.07 $305,749.43
Musselshell $14,638.47 2,026.54 $14,638.47
Petroleum $3,905.25 907.00 $3,905.25
Phillips $396,407.53 949,042.02 $396,407.53
Pondera $108,192.74 13,554.29 $11,975.92 22,906.31 $120,168.66
Powder River $52,825.10 6,304.22 $720.00 0.00 $53,545.10
Richland| $6,429,911.77 855,803.25 $366,078.17 548,976.74 $147,364.27 1,075,571.36| $6,943,354.21
Roosevelt $607,869.62 69,897.74 $20,098.57 25,143.11 $627,968.19
Rosebud $276,882.91 29,549.81 $276,882.91
Sheridan| $1,023,441.42 118,906.77 $33,503.98 41,427.26 $1,056,945.40
Stillwater $1,973.24 4,704.00 $1,973.24
Sweet Grass $1,789.36 2,012.00 $1,789.36
Teton $12,227.81 1,375.95 $12,227.81
Toole $343,920.66 42,394.09 $162,107.19 365,891.04 $106.96 664.99 $506,134.81
Valley $23,611.11 82,475.74 $23,611.11
Wibaux $205,766.00 25,235.03 $5,495.77 13,975.42 $4,126.08 25,079.99 $215,387.85
Grand Total | $12,488,947.20| 1,571,187.09| $2,956,453.63 5,306,417.05 $187,661.74 | 1,324,211.29| $15,633,062.57

* Totals include interest and shut-in royalty payments

Note: Production totals represent amounts attributable to state trust land only.

Oil: The top three counties all located in eastern Mon-
tana, generated 81.8% of all oil production on state
trust lands in FY10. In Richland County, production
increased by 1.3% in FY10 while Sheridan County re-
corded a decrease of 28.6% as compared to FY09.
Richland County accounted for 55% of all oil produc-
tion on state trust lands in FY10, while the Cedar Creek
Anticline (the majority of which is located in Fallon
County) accounts for nearly 20% of oil production this
fiscal year. The table below lists the top oil revenue
producing counties for FY10.

Top Revenue Producing Counties — Qil:(SS)

#1 Richland $6.43 Million
#2 Fallon $2.64 Million
#3 Sheridan $1.02 Million

MINERALS MANAGEMENT BUREAU

Gas: The top gas producing county for FY10 was again
Fallon County, which accounted for 18% of total state
trust land gas production. However, Fallon County
totals were down 20.6% as compared to FY09. Phillips
County saw a 15.9% decrease in production over FY09
to rank second with nearly 1.0 million mcf produced.
Hill County ranked third with a 21.7% decrease in gas
production in FY10 as compared to FY09. All counties
except Valley County saw marked decreases in state
trust land production during this fiscal year. The table
below lists the top gas revenue producing counties for
FY10.

Top Revenue Producing Counties — Gas:(SS)

#1 Blaine $561K
#2 Hill S558K
#3 Phillips $396K

Page 7
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Royalty Income by Area and Unit Office (Oil, Gas, Condensate)

Pay Type CLO ELO NELO SLO Pay Type
Conrad Miles City Glasgow Lewistown Billings Totals

0il Royalty $757,748.47 $9,904,245.89| $1,610,559.87 $190,703.67 $25,689.30 $12,488,947
Gas Royalty $246,331.54 $727,199.52 $473,621.19 $575,260.14 $248,180.91 $2,270,593
Gas Interest $12,826.14 $7.81 $36,832.59 $896.66 $50,563
Gas Royalty Audit $11,782.79 $58.16 $616,296.18 $628,137
Shut in Gas $1,360.00 $720.00 $960.00 $4,120.00 $7,160
Condensate Royalty $5,439.85 $182,254.90 -$33.01 $187,662

AO Totals $1,035,488.79|$10,814,486.28| $2,084,181.06| $1,420,019.57 $278,886.87| $15,633,062.57

Note: The Havre field office is now included in the Lewistown Unit, therefore revenue for the two offices is combined and reported under
Lewistown.

Royalty and Rental Income by Grant (Oil, Gas, Condensate)

Bonus Surface Penalty Seismic Condensate | yotal Revenue by
Grant Income Damages Income |Rental Income| Permits Oil Royalty | Gas Royalty | Royalty Grant
Common Schools $7,243,030.24| $109,469.17| $614,580.72| $2,873,397.60| $1,361.00| $12,477,971.08| $2,841,132.84| $187,651.85| $26,348,594.50
Public Buildings $32,360.00 $14,442.40 $26,552.72 $5,654.72 $24,197.43 $103,207.27
School for Deaf &
Blind $2,900.00 $9,060.00 $11,960.00
State Industrial School $320.00 $4,550.00 $24,914.95 $29,784.95
State Normal School $26,850.64 $4,747.24 $27,814.66 $8,015.62 $67,428.16
University of MT $13,411.00 $13,411.00
MSU Morrill $18,994.01 $12,133.90 $19,366.55 $4,432.78 $22,795.23 $77,722.47
MSU 2nd Grant $16,118.15 $16,118.15
School of Mines $32,000.00 $8,877.59 $28,902.13 $69,779.72
Veterans Home $150.00 $900.00 $1,050.00
Total Trust | $7,353,704.89| $109,469.17 | $662,231.85| $3,040,437.76 | $1,361.00| $12,488,058.58| $2,896,141.12| $187,651.85| $26,739,056.22
Agricultural
Experiment Station $118.06 $4,847.45 $36,848.83 $41,814.34
Dept of
Transportation $5.00 $4.63 $13.00 $4,611.26 $513.37 $309.86 $5,457.12
Galen State Hospital $123.21 $123.21
Dept of Fish, Wildlife
& Parks $200.00 $340.00 $252.04 $6.35 $9.89 $808.28
Water Resources
Division $162.17 $1,964.94 $23,147.47 $25,274.58
Total Non-Trust $5.00 $122.69 $375.17 $11,763.65 $0.00 $888.62 $60,312.51 $9.89 $73,477.53
Grand Total $7,353,709.89 $109,591.86  $662,607.02| $3,052,201.41| $1,361.00, $12,488,947.20 $2,956,453.63 $187,661.74| $26,812,533.75

MINERALS MANAGEMENT BUREAU Page 8
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AGGREGATE
Royalty and Production by County (Sand, Gravel, Rock)
County CubicYards (sand & Gravel) Tons (Rock) Total
* Royalty $ Production * Royalty $ Production Royalty

Beaverhead $9,053.95 17,523.00 $9,053.95
Blaine $26,060.00 14,700.00 $26,060.00
Cascade $10,638.63 5,188.26 $10,638.63
Chouteau $1,300.00 2,000.00 $1,300.00
Daniels $500.00 500.00 $500.00
Flathead $200.00 10.00 $200.00
Gallatin $3,470.81 3,470.81 $110.00 0.50 $3,580.81
Lake $477.50 283.00 $477.50
Lewis and Clark $1,723.50 1,452.50 $1,723.50
Lincoln $400.00 20.00 $400.00
Madison $59,803.20 65,330.00 $59,803.20
Mineral $200.00 0.00 $200.00
Missoula $210.00 1,268.00 $150.00 20.00 $360.00
Musselshell $200.00 0.00 $200.00
Phillips $150.00 0.00 $150.00
Pondera $8,146.00 8,727.00 $8,146.00
Powell $100.00 0.00 $100.00
Ravalli $20.00 4.00 $20.00
Rosebud $11,095.44 13,093.92 $11,095.44
Sanders $175.00 0.00 $24,997.40 1,180.37 $25,172.40
Teton $10,077.59 14,756.04 $10,077.59
Toole $744.00 0.00 $744.00
Wheatland $3,334.00 113.95 $3,334.00
Yellowstone $8,268.00 2,990.00 $8,268.00

Grand Total $152,413.62 151,286.53 $29,7191.40 1,344.82 $181,605.02

* Totals may include advance royalty payments

Royalty and Rental by Area Office

Royalty and Rental by Grant

Rental Royalty

Grant Income Income
Common Schools $0.00| $158,714.11
MSU 2nd Grant $0.00 $210.00
MSU Morrill $0.00,  $1,300.00
Public Buildings $0.00, $16,585.59
School for Deaf & Blind $0.00 $619.50
School of Mines $0.00|  $3,470.81
University of Montana $0.00 $705.01
Grand Total $0.00| $181,605.02

Unit Office/Area Office |Rental Income |Royalty Income
Bozeman $63,384.01
Conrad $18,967.59
Dillon $9,053.95
Helena $10,638.63

CLO Area Office Totals $0.00 $102,044.18
Miles City $11,095.44
ELO Area Office Totals $0.00 $11,095.44
Glasgow $650.00
Lewistown * $30,694.00
NELO Area Office Totals $0.00 $31,344.00
Plains $25,172.40
Swan River $477.50
Stillwater $600.00
NWLO Area Office Totals $0.00 $26,249.90
Billings $8,468.00
SLO Area Office Totals $0.00 $8,468.00
Anaconda $100.00
Clearwater $2,083.50
Hamilton $20.00
Missoula $200.00
SWLO Area Office Totals $0.00 $2,403.50
Grand Total $0.00| $181,605.02

MINERALS MANAGEMENT BUREAU

* The Havre field office is now included in the Lewistown

Unit, therefore revenue income for the two offices has been
combined and is reported under Lewistown.
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COAL LEASES

Leases: Fourteen additional leases
were issued at Otter Creek in FY10,
bringing the total number of leases to
43, an increase of 48.2% over FY09.
Total acreage leased on State lands is
now 22,105 acres. There are currently
three producing leases, on 830 acres,
which is unchanged from FY09.

Production: Coal production on
state trust lands decreased 52.2% in
FY10 to 2,679,543 tons mined com-
pared to 5,603,917 tons mined in
FY09. The production totals were
the lowest recorded on state trust
lands since FY02. All coal reported
was produced from three state
leases in Big Horn County. In FY10,
Spring Creek Coal LLC produced
2,594,600 tons, while the remainder
of 84,943 tons was produced by
Decker Coal Company. Spring
Creek’s production totals decreased
by nearly 54% compared to last fis-
cal year while Decker Coal Company
saw its production nearly quadru-
pled as compared to FY09. The vol-
ume of coal mined can change sig-
nificantly from year to year, as min-
ing activity moves onto or off of
state land within the normal se-
qguence of operations.
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Revenues: All coal revenues received
on current state trust land leases
benefit the common schools grant. In

FY10, coal revenues totaled

$90,895,588. This included a bonus
payment of $85,845,110 for the Otter
Creek tracts. Royalty revenue totaled

duction. Coal prices increased for the
fifth straight year to $12.09/ton
which was an increase of 1.0% over

the previous fiscal year average price

$4,984,163 which was a decrease of
36.4% over FY09. A majority of that
decrease was due to a drop in pro-

Royalty and Production by County - Coal

of $11.97/ton.

County Royalties (S) Production (ton)
Big Horn $4,984,163.07 2,679,543
Total 54,984,163.07 2,679,543

Total Income by Area Office - Coal

Area Office Royalty Income | Rental Income | Bonus Income Total

ELO $0.00 $53,729.16| $85,845,110.00 | $85,898,839.16
SLO $4,984,163.07 $12,585.93 $0.00 $4,996,749.00
Total $4,984,163.07 5$66,315.09 | $85,845,110.00 | $90,895,588.16
Total Income by Grant - Coal

Grant Royalty Income | Rental Income | Bonus Income Total
Common Schools $4,984,163.07 $66,315.09 | $85,845,110.00 | $90,895,588.16
Total $4,984,163.07 566,315.09 | $85,845,110.00 | $90,895,588.16

MINERALS MANAGEMENT BUREAU

For more information on the Otter Creek
tracts see Page 14.
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LAND USE LICENCES

Land Use Licenses:

®  (Can apply to any type of mineral and are

issued for mineral activities that are not

included in other types of leases or per-

mits.

®  The length of license is determined by

each individual situation.

®  Examples of licensed activities include salt
water disposal, access roads and pipelines

to non-State wells, non-mechanized pros-

pecting for minerals, groundwater moni-

Royalty and Rental Income by County - LUL

toring wells, gravity surveys, and infra-
structure for coal bed methane fields.

Under a Land Use License for non-
mechanized prospecting, the user may
explore but cannot remove or sell miner-

als.

Annual in lieu of exploration penalties may
be included in a Land Use License (LUL) to
encourage exploration work.

Surface damage payments may be applied
to an LUL for surface disturbance on the

licensed premises.

County Royalty Income Rental Income Total
Big Horn $7,220.00 $7,220.00
Dawson $2,626.80 $2,626.80
Madison $1,000.00 $1,000.00
Musselshell $150.00 $150.00
Roosevelt $1,000.00 $3,935.00 $4,935.00
Rosebud $500.00 $500.00
Grand Total 53,626.80 $12,805.00 516,431.80
Note: There is no production associated with Salt Water Disposal

Royalty and Rental Income by Area Office - LUL

Area Office - Unit Office Royalty Income Rental Income Total
ELO Miles City $2,626.80 $500.00 $3,126.80
NELO Glasgow $1,000.00 $3,935.00 $4,935.00
CLO Dillon $1,000.00 $1,000.00
SLO Billings $7,370.00 $7,370.00
Grand Total 53,626.80 $12,805.00 $16,431.80
Royalty and Rental Income by Grant - LUL

Grant Royalty Income Rental Income Total
Common Schools $3,626.80 $12,055.00 $15,681.80
State Normal School $500.00 $500.00
MSU 2nd Grant $250.00 $250.00
Total Trust Income $3,626.80 $12,805.00 $16,431.80

MINERALS MANAGEMENT BUREAU
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METALLIFEROUS MINERAL LEASES

Metalliferous Leases cover a variety of commercially marketed metallic minerals such as gold, silver,
copper, and gemstones including rubies, garnets and sapphires. There is no commercial production
currently on State land. Royalty revenue consists of advance minimum royalty payments and $13.84
for gold royalties.

Royalty and Rental Income by County - Metalliferous Minerals

County Royalty Income *Rental Income Total
Broadwater (Gold) $250.00 $268.75 $518.75
Deer Lodge (Gold & Gemstones) $250.00 $300.00 $550.00
Fergus (Gold & Assoc. Minerals) $13.84 $230.90 $244.74
Lincoln (Gold & Assoc. Minerals) $0.00 $1,425.83 $1,425.83
Madison (Garnets) $500.00 $1,600.00 $2,100.00
Grand Total $1,013.84 $3,825.48 $4,839.32
Royalty and Rental Income by Area Office - Metalliferous Minerals
Area Office - Unit Office Royalty Income *Rental Income Total
CLO Dillon $500.00 $1,600.00 $2,100.00
Helena $250.00 $268.75 $518.75
Area Office Total $750.00 $1,868.75 $2,618.75
NELO Lewistown $13.84 $230.90 $244.74
NWLO Libby $0.00 $1,425.83 $1,425.83
SWLO Anaconda $250.00 $300.00 $550.00
Grand Total $1,013.84 $3,825.48 $4,839.32
Royalty and Rental Income by Grant - Metalliferous Minerals
Grant Royalty Income *Rental Income Total
Common Schools $1,013.84 $3,825.48 $4,839.32
Total Trust Income $1,013.84 $3,825.48 $4,839.32

* Rental figures include bonus & in lieu of exploration payments

MINERALS MANAGEMENT BUREAU
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NON-METALLIFEROUS MINERAL LEASES

Non-Metalliferous Leases cover a variety of commercially marketed non-metallic minerals such as
limestone, bentonite, barite, and peat moss. Currently, commercial operations exist on only one
lease, where bentonite is produced in Carter County.

Royalty and Rental Income by County - Non-Metalliferous Minerals

County Royalty Income *Rental Income Total
Beaverhead $360.00 $360.00
Carter $136,482.09 $4,876.00 $141,358.09
Jefferson $5,070.00 $5,070.00
Missoula $1,000.00 $1,920.00 $2,920.00
Grand Total $137,482.09 $12,226.00 $149,708.09
Royalty and Rental Income by Area Office - Non-Metalliferous Minerals
Area Office - Unit Office Royalty Income *Rental Income Total
CLO Dillon $360.00 $360.00
Helena $5,070.00 $5,070.00
Area Office Total $0.00 $5,430.00 $5,430.00
ELO Miles City $136,482.09 $4,876.00 $141,358.09
SWLO Clearwater $1,000.00 $1,920.00 $2,920.00
Grand Total $137,482.09 $12,226.00 $149,708.09
Royalty and Rental Income by Grant - Non-Metalliferous Minerals
Grant Royalty Income *Rental Income Total
Common Schools $137,482.09 $11,866.00 $149,348.09
Public Buildings $360.00 $360.00
Total Trust Income $137,482.09 $12,226.00 $149,708.09

* Rental figures include bonus & in lieu of exploration payments

MINERALS MANAGEMENT BUREAU
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OTTER CREEK UPDATED / SB495 COAL TRUST LOAN

Otter Creek: Fourteen unleased tracts within the Otter Creek coal prospect were leased in March 2010. Arch Coal submitted
a bonus bid of $0.15 cents per ton, which generated an up-front bonus payment of $85.9 million. A lawsuit opposing the leas-
ing of the tracts is pending. Arch Coal has initiated environmental baseline studies, which typically take 1.5 — 2.0 years on a
project of this size. Baseline information is part of the information necessary for the preparation of an EIS for a mine pro-
posal. DNRC is participating with DEQ in the preparation of necessary environmental reviews.

S$B495(Coal Tax Trust Loan) Implementation: The 2001 Legislature passed SB495, authorizing the Department to borrow
from the coal tax trust and place the loan proceeds in the public school permanent trust fund (trust fund). The Federal Ena-
bling Act requires mineral royalties to be deposited into the trust fund. Therefore, the loan was intended to keep the trust
fund whole while redirecting a specified amount of future mineral royalty revenues. The redirected royalties cover debt ser-
vice on the loan, with any remaining amount originally distributed to school equalization. The State Land Board reviewed the
legislation and directed the Department to implement the provisions of SB495 beginning in fiscal 2002. The SB495 fiscal note
estimated royalty revenue for the next 30 years. Board staff selected a discount rate of 9.85%, which produced a calculated
present value (i.e. loan) amount. Effective July 1, 2001, the Department borrowed $46,366,904 from the coal tax trust and
placed it in the public school permanent trust fund, in lieu of $138,894,596 in future net mineral royalties that would not go
into the permanent fund. The loan increased the permanent trust fund balance by $46,366,904 but also created a loan pay-
able obligation for the same amount.

A Special Session of the 2007 Legislature included a provision in SB2 that created the school facility improvement account.
Beginning in FY2008, any remaining SB495 royalties were to be deposited into that account instead of school equalization.
The 2009 Legislature passed HB152, which renamed the account to the school facility and technology account.

The Department paid off the coal trust loan in FY2008. The remaining amount of net royalties needed for the final year of
SB495 was $13,515,672, which was deposited into the school facility and technology account. The table below summarizes
the final cash flow with debt service and distributions to school accounts per SB495. At FYE2010, the requirements of SB495
had been fulfilled.

Cash Flow with Debt Service (SB495, SB2 & HB152)

Fy Net Royalty FYE Loan Interest Net Royalty Net Royalty

Redirected Loan Balance Payment Payment to School Eq to Fac Acct
2002 3,654,268 46,366,904 - 3,369,613 284,655
2003 6,100,912 46,366,904 - 3,306,650 2,794,262
2004 9,104,439 44,546,088 1,820,816 3,405,415 3,878,208
2005 13,035,473 41,896,025 2,650,063 3,005,668 7,379,741
2006 21,707,041 31,047,064 10,848,961 2,255,822 8,602,259
2007 20,978,671 11,573,605 19,473,459 1,505,158 54
2008 27,326,695 0 11,573,605 282,977 15,470,113
2009 23,471,425 0 0 23,471,425
2010 13,515,672 13,515,672
Total | 138,894,596 0 46,366,904 17,131,303 22,939,179 52,457,210

SB495 resulted in the permanent fund balance being reduced by $92,527,692. After loan and interest payments of
$63,498,207, the net incremental distribution to public schools was $75,396,389.

MINERALS MANAGEMENT BUREAU Page 14






