DATE:

TO:

FROM:

RE:

LANDS:

ACREAGE:

FUND:

APPLICANTS:

BOARD MEMORANDUM

November 17, 2022
Board of Trustees, School & Institutional Trust Lands Administration

Stephanie Barber-Renteria, Managing Director - Energy and Minerals
Troy Herold, Manager — Renewable Energy

RNBL 2004-0OBA — Zanskar Geothermal — Dog Valley

T24S, R6W, SLB&M

Section 18: N2N2, S2NW4, SWANE4 (280 ac)

T24S, R7W, SLB&M

Section 32: All (640 ac)

T24S, R7W, SLB&M

Section 36: Lots 1-3, W2, W2NE4 — NW4SE4, (561.47 ac)
T24S, R8W, SLB&M

Section 36: Lots 1-4, N2, N2S2 [All] (643.17 ac)

T25S, R7W, SLB&M

Section 2: Lots 1-7, SW4NE4, S2NW4, SW4, W2SE4 [All] (660.14 ac)
T25S, R7W, SLB&M

Section 16: All (640 ac)

T25S, R7W, SLB&M

Section 24: Lots 2-3,W2SE4 (155.08 ac)

Millard County
3,579.86 acres (more or less) affected by proposal

Schools 100%

Zanskar Geothermal & Minerals, Inc.
2365 Mountain vista Ln #5
Provo, UT 84606

Zanskar is a Geothermal Exploration company specializing in discovery and development.

REQUIREMENT:

As provided for under Utah Code section 53C-2-401(1)(d)(ii), which permits the Board of Trustees to
approve “other business arrangements” (OBA), on August 17, 2022, Applicant applied for a proposed

Geothermal Exploration and Option Agreement on the above-described lands.

This Geothermal Exploration and Option Agreement was reviewed by the Energy & Minerals Committee
on November 1, 2022. The committee has provided a recommendation for approval before the Board of

Trustees.



BACKGROUND:

As part of the recent rule updates for Geothermal Projects, the Board approved the process for
Exploration and Option Agreements (R850-170-400). The Geothermal Exploration Agreements are
generally setup as follows:

Exploration term (5yrs)

e The applicant must submit a Plan of Exploration within the first year for staff review/approval,
and actively pursue exploration,

e |f a developable geothermal resource is discovered, the applicant must submit a Plan of
Development for staff review/approval by the end of the exploration term,

e All data and findings are required to be shared with staff whether a project is pursued or not,

e Based on the Plan of Development and resource discovered, the applicant has the right to
exercise the Lease option,

Lease Initial Term (10yrs + 20yrs if producing)
e The applicant must diligently pursue development of the geothermal resource based on the Plan
of Development previously approved,
o |f Lessee is producing Geothermal Resources in paying quantities at the end of the Initial Term,
the Lease will continue for an additional 20 years following the end of the Initial Term,

Zanskar has identified an area in Dog Valley (north of Cove Fort) that they are actively working to
explore on private, BLM, and Trust lands. (red boundary in below screenshot)
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PROPOSAL:
The applicant’s initial exploration proposal is attached. Staff has reviewed the proposal and concurs

with their plans.

RECOMMENDATION: The Energy and Minerals Group recommends that the Board of Trustees approve
this Exploration and Option Agreement (RNBL 2004-OBA) for Zanskar Geothermal in Millard Counties,
subject to the Applicant obtaining the lease rights for the BLM parcels they have nominated within their
proposed Exploration Area.



Proposed Geothermal Exploration Plan
Greater Dog Valley Area, Utah

The following is a high-level geothermal exploration plan for Utah School and Institutional Trust
Lands Administration (SITLA) lands in the vicinity of Dog Valley, Utah (Figure 1). This geothermal
plan outlines our plans for: land acquisition, surficial geothermal exploration, and subsurface
geothermal exploration over the course of 5 years.

Land Acquisition: Our land acquisition plan is to acquire a large continuous block of lease
positions over a large area (Figure 1). Our initial analysis suggests the area could contain multiple
prospective geothermal targets. Having a large position with multiple prospects maximizes the
probability of discovering a commercial geothermal resource that can be developed into a power
plant. Any resource that is brought on to production will be unitized between landowners (SITLA,
Federal, Private) that span the resource.

We have already obtained private geothermal leases over an area containing ~10,000 acres and
we have nominated 4 blocks of BLM-managed land for an upcoming geothermal lease sale
consisting of ~20,000 additional acres. With the proposed SITLA leases, we will have consolidated
a large land position that covers the multiple geothermal prospects that we have identified.

Surficial Exploration: The initial exploration stage consists of surficial geological studies and
mapping. These include collecting temperature data via shallow probing and drilling, profiling
existing water wells, geochemical analysis of spring and well water, remote sensing, and
geological mapping. The intent is to mature multiple geothermal prospects that can advance to
the subsurface exploration stage. The surficial exploration stage is meant to last 1-2 years.

We have already begun surficial surveys across the private lands and we are currently in the
process of obtaining permits for surveys in the federal lands. We expect these surficial surveys to
be complete by the end of 2022.

Subsurface Exploration: Geothermal prospects that continue to show positive indicators in the
surficial exploration stage advance to the subsurface exploration stage in years 2-5. Subsurface
exploration consists of drilling shallow temperature gradient holes, collecting seismic and other
geophysical surveys, and subsurface modeling. The final aspect of the subsurface exploration
stage would be to drill a deep geothermal exploration test well (slim well). The purpose of this
well would be to prove reservoir temperatures and flow rates capable of power generation.

Geophysical surveys (gravity, magnetics, resistivity) are expected to commence in 2022. Shallow
temperature gradient drilling will commence in 2022-2023 on private lands and as soon as
possible after that on SITLA and federal lands once site control is obtained. Seismic surveys will
be conducted after shallow temperature gradient drilling, but prior to drilling exploration slim
wells.
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Figure 1- Map showing the private, state, and federal geothermal lease areas. Most of the private leases
have been acquired. The federal leases were nominated in four blocks for the 2023 public lease auction.

Pathway to development: The greater Dog Valley area is situated close to the Sulphurdale
geothermal power plant and close to existing transmission lines with a pathway to the growing
California carbon-free power market. Consolidating lands between SITLA, private, and Federal
lands provides us with options of locating facilities (with their higher rental rates) on lands that
are most amenable to development. The proposed exploration area also provides room for
expanded development and step-out exploration once initial resources are discovered and
brought online.





